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Abstract

The Chinese economy is moving away from investment/export-driven growth and toward
consumption/local demand-driven development. In recent domestic-oriented economic stages,
what part is China's opening-up strategy expected to play? This isn't only a method for China to
get foreign money and technology; it's also a tool for it to boost its position in international
ascendency. The "Belt and Road" initiative, unveiled by General Secretary Xi Jinping in 2013, is
generally considered as a great policy for China's next spell of reforms. The study strives to place
the “Belt and Road” in the context of China's open-up strategy, highlighting its increasing
significance in regulating main international economic establishments across the globe. This study
also stresses the necessity for BRI members to establish a mutual aid/funding system. The article's
first part examines China's responses to the world's main economic regimes. The second element
of the BRI represents the aim and development of China's opening-up strategy. China's
development aid/finance in the BRI, as well as its attitude toward international frameworks, are
used as case studies in the third part. The fourth section, which uses the gravity model from an
international economic perspective, discusses the BRI's trade connections with member countries.
According to the findings, building a successful BRI investment and finance system requires
government and private business sector for cross-border financial collaboration. It emphasized the
need of establishing international and regional financial hubs for the investment and finance of
BRI member countries.
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Introduction

China's opening-up strategy, which began in the 1970s, resulted in the creation of an economic
miracle, with huge increases in exports and massive inflows of foreign direct investment (FDI).
All around this period, foreign businesses have played a significant role in establishing the Chinese
economy. According to Micheal J. Enright's (2016) economic effect study, foreign businesses
accounted for 33 per cent of GDP and 27 per cent of employment from 2009 to 2013, on average,
when coupled with domestic suppliers and domestic workers' consumption expenditure.

Though, China now has a rising "double surplus" in the capital and current accounts, thirty years
later. Excess liquidity, extreme investment/production, rising asset values (salaries, land prices,
resource prices, and currency rates), and external trade frictions all contributed to the unfavorable
consequences that eventually appeared (Ohashi, H.) (2015). As a consequence, China is trying to
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shift away from investment/export-led growth and toward consumption/domestic-led demand
growth. While pursuing an export-oriented development strategy, China aims to obtain foreign
exchange and technology on a mutual basis. The Chinese opening-up strategy is entering a new
stage as a result of the continuous shift in the growth model, and attempts are now being made to
adapt the economic structure and existing sectors by moving production components to domestic
provinces and other nations. Under the current conditions, China is progressively expanding its
obligations to global governance of various complex systems.
At this crucial juncture, General Secretary Xi Jinping's leadership is constructing a dynamic and
vibrant environment of economy known as the "new normal," which seeks to soothe rather than
pursue rapid growth. In 2013, Xi Jinping presented the "Great Revival Dream" and started the
"Belt and Road" project. It is now considered to be the grand blueprint for China’s opening to the
outside world, and has been included in the “13" Five-Year Plan” (2016-020) and the 2017 Party
Constitution of the 19" National Congress of the Communist Party of China.

e How will the BRI affect China's opening-up strategy?

e How will the BRI affect the global economy and the international financial structure?

e What is the connection between global governance and the BRI?

e In terms of global commerce, investment, and finance, what approach has BRI chosen for

BRI member economies?
e How is BRI connected to global commerce and the international economic system,
necessitating a BRI investment and financing structure?

The following is the article's structure. The second section looks at the main international economic
regimes as well as China's reaction to them. The 3™ part examines China's ties with the member
nations in "Belt and Road." The 4" part will look at China's stance toward the international
economic system, also the "Belt and Road" initiative. The research finds that the financial
collaboration with bordering countries particularly amid governments and businesses is critical for
establishing a BRI’s prosperous investment and financial system. More emphasizes is on the need
of establishing a regional framework in the “Belt and Road” investment and finance system by
using regional and international financial hubs.

2. Strengthen China's Allegiance to Global Governance

2.1. China's regional and global economic order

With a nominal GDP of more than US$10 trillion, China has surpassed the United States as the
world's second biggest economy (Nicolas, F. 2016). This is bigger than Japan and Germany, the
world's third and fourth biggest economies, put together. China already possesses the world's
biggest economy, according to purchasing power parity (PPP), which measures the relative worth
of various nations' currencies. How China uses its immense economic might to have a significant
influence on the global economy.

China's opening-up strategy is heavily affected by its foreign policy strategy. China has
traditionally prioritized bilateral ties between independent nations in its diplomacy. Following the
development of the "Asia-Pacific Economic Cooperation (APEC)", "World Trade Organization

(WTO)" membership negotiations, and liberalization of the Asian currency crisis, trade and
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investment facilitation in the 1990s, China's negotiations have entered a new field of economic
diplomacy (Goh, E. (Ed.). 2016). China's only choice is to participate in international diplomacy
since economic diplomacy is seldom suitable for bilateral relations.

Since entering the WTO, China has increased its external openness and articulated its views on the
current global economic system. China's aim now is not to create a new global economic system,
as the Maoists predicted in the 1970s. Except for the early creation of key international
organizations and institutions following its openness to the world, especially after WWII, the
P.R.C. has not contributed; it has no option but to adapt to the existing multilateral system. As a
result, as China progresses down the road to becoming a global economic power, it seems to be at
odds with current international institutions.

2.2. Challenges to the International Economic Order

In "Research on the Development Strategy of China's Foreign Trade after the Crises," the
“Ministry of Commerce's Research Institute” recognized the change in China's economic policy
of opening-up after the breakdown of Lehman Brothers (Breslin, S. 2013). Additionally, this
research explicitly says that the trade expansion in improving the quality and encouraging the
many-sided economic cooperation regionally. After the breakdown of Lehman Brothers, it was
recommended that economic policy of China has moved from being a passive player in global
labor division to be a leader and became world leader in the creation of world economic order
(Kennedy, S., & Cheng, S. (Eds.). (2012). The research advocates for taking aggressive steps to
create international trade regulations, leading regional integration and globalization, and
increasing the effect on the growth of major commodity prices.

China maintains this space on economic policies regarding international trade as it has been
incapable to effect considerable changes in current multifaceted frameworks while still
contributing to the global economy after the Lehman Brothers collapse. This position has
hampered China's ability to raise its worldwide profile; instead, it has been irritated by the fact that
it is not engaged in the pricing of natural resources while having a large need for them.
2.3.Chinese Commitment to Multilateral International Regimes

China has developed various metrics of "exit, speak, and allegiance" to the present main
multifaceted system based on the "hardness" and adjustment costs of each system (Ohashi, H.
(2015). In terms of the more difficult international economic systems, for instance, trade and
currency, China's establishment of a new multifaceted system and recognition of the existing
system are basically out of the question, given the enormous expense of order reconstruction. As
a result, China seems to be attempting to decrease the anticipated requirements in the wake of new
guidelines whereas retaining and extending the effect of the creation of new global norms,
regulations, and guidelines.

2.3.1. International Trade Regime: the G7 within the WTO

China joined the “General Agreement on Tariffs and Trade (GATT)” in 1986 and the “World
Trade Organization (WTO)” in 2001. Succession to the WTO signifies that China has gained
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widespread recognition from the international world, which seems to be more significant in terms
of international politics and diplomacy (Sutter, R. G. 2012).

China's admission to the WTO, on the other hand, has much larger economic implications. China's
international trade has risen at a pace of 20-30% each year since entering the WTO (Luolin, W.
(Ed.). 2015). Since 2009, China has become the world biggest exporter and second biggest
importer by surpassing the United States. With the joining of WTO, in the late 1990s, China's FDI
increased in 2002 by US Dollars 50 billion, and in 2010 by US $ 100 billion, making it the world's
second-biggest receiver of FDI (Siddiqui, K. (2015).

In July 2008, the WTO convened an unceremonious conference of ministers, and China became
an active participant as biggest exporter in the gathering of main fellow nations, forming the Group
of 7 (Iacovides, M. (2020). From the date of joining, China remained as energetic participant of
international trade systems, regulations, as well as support for highly indebted nations,
development aid, and international organization reform. In addition, China has surpassed the
United States as the second major WTO contributor since 2015. China is working hard to maintain
and improve its international standing. As a result, China aspires to join the main member
conference and places a premium on developing leadership inside the WTO system (Ibid: 321).
2.3.2. International Currency Regime

The undervaluation of the Chinese currency, the renminbi (RMB), is often cited by the US as a
significant contributor to China's trade surplus. The Schumer-Graham bill was presented in the US
Congress in 2005, proposing a 27.5 per cent tariff on Chinese imports until the RMB exchange
rate recovers. China began currency changes to explain its RMB appreciation strategy in July 2005.
Certainly, the decision taken by the People's Bank of China has not been influenced by American
pressure. China experienced a surplus liquidness issue that resulted in the rise of a rise in the
surplus of its current account and increase in foreign reserves by the mid of 2000s. For economic
management, changing the exchange rate is seen to be an effective policy instrument for reducing
inflation. As a result, between 2005 and 2015, the renminbi appreciated by about 50%. During the
IMF-China annual meetings in May 2015, the IMF (2015) declared that the RMB will not be
underrated.

During 2015, the global economy and stock and currency markets simultaneously experienced a
simultaneous recession (UNCTAD, 2017). The money market's disorder is caused by a lack of
dialogue with the market; for the renminbi to join the “International Monetary Fund's Special
Drawing Rights (SDR)” basket (which includes the US Dollar, Euro, Yen, and Pound Sterling), it
must first join the SDR basket (which includes the US Dollar, Euro, Yen, and Pound Sterling).
SDR basket currencies were required to explain the criteria. The first is the size of exports during
the previous five years, and the second is whether or not the currency is easily usable. Although it
was decided unequivocally in October 2015 that the RMB will become one of the SDR's
constituent moneys in October 2016, there are worries about the second standard. In these
conditions, China positioned a renewed importance on leading the international monetary system.
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3. Relationship between China and “Belt and Road” Participating Countries

3.1. BRI Concept, Practice and China’s contribution

President Xi Jinping of China launched the Silk Road Economic Belt in September 2013 and the
21st Century Maritime Silk Road in October 2013, becoming the "One Belt and One Road" project.
The initiative has gotten a lot of attention from the worldwide community and has had a lot of
good feedback from nations who are convoluted. It's a hybrid of today's needs with the historical
emblems of the old Silk Road. In addition, this endeavor seeks to foster regional cooperation,
enhance civilizational exchanges, and preserve global peace, security, and stability. It
demonstrates that China, as the world's biggest developing country and second largest economy,
has significant responsibility for advancing international economic governance in the direction of
a fair, just, and balanced system.

BRI is regarded as a counterbalance to the United States' "rebalancing policy." Simultaneously,
some in China questioned the “Westward” policy, which is a continuation of the “Western
Development” approach (Chan, H. K., Chan, F. K. S., & O'Brien, D. (Eds.). (2020). If we expand
our development in the Asia-Pacific region, we will be forced to engage in conflict with the United
States. The concept of expanding the Eurasian region and establishing new markets will result in
a positive relationship with the United States. Following Britain's departure from the European
Union, or Brexit, and the election of Donald Trump, China's perceptions of the US on the universal
ideals embodied by Western democracy have shifted significantly.

3.2.0verview of BRI

In 2013, President Xi Jinping declared the "Belt and Road" project to be a key strategic component
of China's "going out" policy (M. M. Alam, 2014). The initiative is based on China's historic "Silk
Road Spirit" idea, which encourages all nations to work together for peace, openness, tolerance,
shared learning, mutual benefit, and win-win outcomes. The “Belt and Road” initiative is generally
considered as a game changer for Asia's, Europe's, and Africa's inland economies. The "Belt and
Road" is a road and rail network linking western China and Western Europe that extends via
Central Asia, Iran, Turkey, Russia, the Caucasus, and the Balkans. The "21% Century Maritime
Silk Road" seeks to link China with South Asia, Southeast Asia, the Middle East, Africa, and
Europe through the South China Sea, the Indian Ocean, and the Mediterranean, in addition to
uniting Eurasia on land (Pencea, S. 2017; Rolland, N. 2017).

Six economic corridors are being developed by the Chinese government: 1) China-Pakistan
Economic Corridor; 2) China-Indochina Peninsula Economic Corridor; 3) Bangladesh-China-
India-Myanmar Economic Corridor; 4) China-Mongolia-Russia Economic Corridor; 5) China-
Central Asia and Western Asia Economic Corridor; 6) and the new Eurasian Continental Bridge
(Luft, G. 2016; Lehmacher, W. 2016). Rolland (2017) stated that infrastructure for transportation,
according to Chinese authorities, is "the first stage in establishing an economic corridor that will
connect the landlocked economies of the Eurasian hinterland and bind them more closely to
China".
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Figure 1. The Map of China's Belt and Road Initiative (BRI) (Source: Mercator Institute of China
Study, 2015)

The tactical significance of the BRI to China may be seen in the $1 trillion investment made to
kick off the initiative in 2013. Furthermore, this project has drawn US$8 trillion in funding to help
nations participating in the BRI improve their infrastructure, particularly in Asia. To achieve
worldwide legitimacy, by the end of 2017, China encompassed the “Belt and Road” initiative in
its composition (Yagci, M. 2018). Chinese academics think that the “Belt and Road” project will
result in more than physical expansion; it also yielded in policy and cultural exchanges across
nations. It would encourage infrastructural connections, unfettered trade, and reduced financial aid
to poor nations, all of which will advance the image of China as new global power. In reality,
developing an inclusive communication and connectivity strategy that includes “everything from
politics to banking, infrastructure and commerce to culture and religion to build economic
cooperation zones and cultural exchange centers” has remained a Chinese plan (Sutter, R. G.
2012).

China has significant capability in the development of infrastructure and managing finances, with
over and reserves in the shape of foreign currency about US$ 3.5 trillion. As a result, the “Belt and
Road” project assurances large-scale infrastructural expansion, laying the groundwork for the
region's economic and industrial prosperity. The "Belt and Road" initiative encompasses 70 per
cent of the population of the globe, 75 per cent of the reservoirs of known energy, and, 25 per cent
of world’s business, and 55 per cent of world’s GDP.

It is, nevertheless, necessary to evaluate China's rhetoric on win-win results and all-party interests.
The essay conducts a thorough examination of the BRI framework and offers policy
recommendations for establishing long-term future assistance for BRI participants to create a win-

win scenario within the wider idea of shared globalization.
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3.3. Establishment of China-led economic area

The BRI's main objectives are to expand market opportunities, attract overseas venture and
investment, eliminate overloading, revive the local business, internationalize the RMB, and
promote neighborhood negotiation. With increase in the foreign investment and diversification of
international trade, as the 2" largest economy of the world, China will undoubtedly want to defend
its interests and create new conditions that will make it easier for China to contribute in economic
activity. The “Belt and Road” project's primary object is to establish the economic zones monitored
by China that will make it harder for China to compete with other global economic powers. This
is an important part of the development of the infrastructure of the region and contributes to the
development of an economic sphere. Roads network, railways, and harbors are among the projects
undertaken by BRI.

As a result, China and the EU have initiated a direct cargo train that has many attracted
international countries. Since its inception in 2011, it has transported over 5000 cargos and linked
33 Chinese cities with 33 locations from 12 European nations as of September 2017. Many
commodities are now filled by goods linked to information technology (IT), which are
manufactured in China. Mobile phones and personal computers are examples of such goods,
although the products offered are varied, including clothes, cars and components, food, woods and
furniture, and mechanical and heavy equipment. (J. Woetzel) (2019).

Chinese businesses enjoy a competitive edge in a variety of industries, including building and
infrastructure development. China's many sectors, such as engineering, construction, and
infrastructure-related businesses, have reaped enormous benefits from the "Belt and Road"
programme. The enormous need for the development of infrastructure and networks has drawn the
remaining global actors at the same time; nevertheless, there are serious questions regarding the
feasibility and execution risks, as well as whether such projects are profitable (Xihua, 2015).
China has gradually eased restrictions on the usage of the RMB in cross-border transactions since
2009. The usage of the RMB has seen considerable cross-border development in investment,
international commerce, and financial activities. The Renminbi is now the world's third-biggest
trade finance currency and the 5% major payment and transaction currency. The recurrent and
reliable usage of the RMB, as well as its foreign usage, is an important prerequisite for the
expansion of the “Belt and Road” project, as well as a necessary basis to create proper BRI
financing and investment system. More specifically, it will persuade Chinese departments and
motivate BRI participants to join, thus expanding the scope of trade and investment connections.
Allowing commerce to be conducted in Chinese currency, for example, Renminbi may help
nations along the “Belt and Road” avoid the gains and losses of commodities caused by
fluctuations in the US dollar, thus increasing the protection of their revenue?

3.4. Development of international financial institutions

China has given significant consideration to the need for efficient finance to complete the “Belt
and Road” initiative. It also created development financial organizations such as the Silk Road
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Fund and the “Asian Infrastructure Investment Bank (ADB)” via the “New Development Bank
(NBD)”, formerly known as the “BRICS Development Bank (AIIB)”.

The “Asian Investment Bank”, which was formed in January 2016 as the first international
development finance organization headed by China, is one of them. China accounted for 29.4
percent of total investment capital as of December 2017. It now has 84 members, greatly
outnumbering the “Asian Development Bank's (ADB)” 67 members, which is driving Asia's
infrastructure development. The two biggest owners, Japan and the United States, each own 15.6
percent of the company (ADB, 2019). ABD has invested in 24 projects in 12 countries during the
last two years, totaling US$4.2 billion in loans. In June 2017, Moody's assigned the AIIB triple A
rating, which was followed by Fitch and Standard & Poor's ratings in July 2017 (AIIB, 2017). It
is seen as a lucrative business opportunity as well as an unsettled issue, and has expanded
substantially.

The AIIB's aim is to address it in a timely and cost-effective way while keeping in mind the
requirements of developing nations. Since China's development aid/finance is often referred to as
"neocolonialism," many people are concerned about whether the AIIB's infrastructure projects will
adequately address environmental and social issues and if the benefits will outweigh the expenses.
Most of the Asian Investment Bank's operations in recent years, however, have been joint ventures
with the World Bank and the Asian Development Bank.

3.5. Internationalization of the RMB

Subsequent to the Lehman crisis, China has pushed for the internationalization of the RMB to
avoid over-reliance on the US currency and to establish a long-term RMB-dominated zone. By
growing renminbi-based commercial and economic operations, liberalizing interest rates,
loosening capital restrictions, and extending currency exchange agreements and renminbi
assistance loans, renminbi-based commercial and economic activities will grow. China is trying to
guarantee that the RMB satisfies all of the criteria for becoming a significant international
currency, including unit currency representation, payment methods, and value storage. The
percentage of RMB settlement in China's total commerce grew from 2.4 percent to 22.8 percent
between 2010 and 2015, suggesting that the RMB's internationalization trend continues. The RMB
only accounted for 1.75 percent of total international settlement in December 2017, according to
statistics from the “Global Interbank Financial Telecommunications Association”, which is even
lower than the Japanese yen (2.62 percent) and the Canadian dollar (2.62 percent) (1.93 percent).
The Euro (32.62 percent) and the British Pound (32.62 percent) are the two most popular
currencies in the world (7.42 percent).

The Chinese Yuan must have a worldwide reputation, convertibility, and global commerce in order
to support the internationalization process. If the renminbi's trading area is limited, however, the
participants in the "Belt and Road Initiative" will improve the renminbi's relative position. The
renminbi-denominated projects will undoubtedly boost investment and financial activity, and
when the renminbi currency rate stabilizes or increases, nations along the "belt and road" will
progressively embrace them. Because of the development of the "One Belt Road," which
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encompasses many/most of the "One Road One Road" nations, the "Chinese yuan currency area"
may grow naturally.
3.6. Development in industrial adaptation

The “Belt and Road” project offers Chinese businesses and some sectors with surplus cash a good
chance to establish new markets via industrial adjustment. In China, the strategy of controlling
overcapacity and encouraging fading businesses to relocate overseas is known as "international
industrial capacity cooperation." The State Council issued a list of priority industries in 2015 as a
result of this strategy.

The majority of “Belt and Road” participants are emerging and transitioning markets with
tremendous infrastructure development prospective, providing many possibilities not just for
China's midrange industry but also for niche industries with overcapacity. Furthermore, a list of
key sectors has been identified, including the building and operation of ports, airports, highways,
and railroads, as well as the manufacture and logistics of associated infrastructure.

Natural resources and energy are ranked second in importance. Natural resources abound in the
nations that make up the BRI. China's strategic goal is to provide a steady supply of energy while
also developing energy-transportation channels. Furthermore, the nations involved in the "Belt and
Road" initiative provide a diverse range of market opportunities in oil and gas pipelines, power
production, refineries, and associated equipment manufacture.

The third priority industry is Chinese civil engineering/construction firms' abroad ventures. They
have a lot of global exposure compared to other firms, and they're actively developing new markets
all over the globe. Much of civil/ construction work has been completed by such companies in the
countries members in BRI.

The supply of infrastructure and public services, as well as the development of engineering spare
parts and foreign economic and trade cooperation zones, are all essential circumstances for
Chinese industrial companies to effectively move their plants overseas. As of 2016, 36 nations and
areas across the globe are responsible for the construction and management of 77 theme parks and
regions. The overall investment of these businesses was US$ 24.19 billion, with 1,522 companies
using the space, producing US$ 70.28 billion in total, paying US$ 2.67 billion in taxes to the host
nation, and employing 212,000 local people. Around 56 parks were constructed along the "Belt
and Road" in 20 countries, with a total investment of 18.55 billion dollars, 1,082 tenants, a total
output value of 50.69 billion dollars, tax payments to the host nation of 1.07 billion dollars, and
177,000 jobs generated (Gong, X. 2020). More than 70% of China's foreign economic and
commercial cooperation zones are in member nations of the "Belt and Road" initiative, suggesting
that the "Belt and Road" initiative's importance in China's opening-up strategy has grown
significantly.

3.7. Economic relations with BRI participating countries

Notwithstanding the universal focus on the “Belt and Road” project, the commercial connection
of the BRI participating countries with China is still in its early stages. According to China customs
data, the sum of 7.37 trillion RMB has been witnessed with regards to economic activity mutually
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between China and the BRI member countries in 2017, up 17.8% from the previous year; exports
were 4.30 trillion RMB (up 12.1%), and imports were 3.07 trillion RMB (up 26.8%), accounting
for 26.5 per cent of China's total imports and expos. With this significant increase in the business
activity in a year, China has managed to engage 16 bordering states.

Table 2. China’s FDI and construction/ industrial cooperation in the BRI countries [FDI*]

Year No. of Investment Annual BRI/Total Major destinations
Countries Value Increase (%)
(3 billion) (%0)
2015 49 14.82 18.2 102 Singapore, Kazakhstan, Laos,
Indonesia, Russia, Thailand
2016 33 14.53 2.0 8.3 Singapore, Indonesia, India, Thailand,
Malaysia
2017 39 14.36 1.2 12.0 Singapore, Malaysia, Laos, Indonesia,
Pakistan, Viemam, Russia, TAE,
Cambodia
2018 55 149 0.2 133 Singapore, Laos, Pakistan, Malavysia,
Indonesia, Viemam, Cambodia and
Thailand.
Overseas contracted projects
Year No. of No. of Contract Annual | BRI/total | Turnover | Annual | BRI/
Countries new value increase (%) (3billion) | increase | total
contracts | (Sbillion) (%) (%) (%0)
2015 60 3.987 9264 74 441 6926 7.6 45.0
2016 61 8.158 12503 36.0 516 7597 97 477
2017 61 7.217 14432 145 544 8553 12.6 507
2018 61 7314 14533 6.4 587 9323 136 481
International Industrial Capacity Cooperation
Year (1) Annual | (1)/Outward (2) Facility Annual (2)/ (1)
Manufacturing | increase FDI (%) manufacturing | increase (%o)
industries (%0) industries (%0)
(Sbhillion) (Sbillion)
2015 1433 1059 121 7.04 1542 491
2016 31.06 116.7 183 17.86 1537 575
2017 19.12 -38.4 159 10.84 -39.3 567
2018 1523 -27.4 133 606 274 398
*FDI in the financial sector is not included
Source: Ministry of Commerce, People's Republic of  China (PRC).

http://english mofcom.sov.cn/article/policvrelease/sazette/201903,/20190302841016. shtml

As a consequence of their active participation in these contractual projects, mainly in BRI
participating countries has led to the increase in the market share of Chinese companies in different
business sectors. To put it another way, China's economic ties with nations along the "Belt and
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Road" are still in their infancy. Infrastructure development is anticipated to grow and improve
trade and investment ties between member nations as China's financial assistance for countries
along the "Belt and Road" continues to expand.

The opening-up policy of China is not only dependent on bilateral ties; for example, ties with Hong
Kong encourage transformational commerce, ties with Japan offer money and technology, and ties
with the US provide trade marketplaces. Although China's connections with BRI members are
bilateral, they are classed as multilateral international exchanges under the BRI. As a consequence,
China surpassed the United States as the world's second biggest economy, and its early open policy
emphasized global rather than bilateral ties.

4. Fundamental Principles of China’s development aid/ finance

China's participation in the development aid/finance sector has increased; it has released a "white
paper" on its overseas assistance to increase transparency and accountability (Joshua, J. (2019).
While the idea and execution system of foreign assistance vary substantially from “OECD's
Development Assistance Committee (DAC)” members, the entire aid position in foreign trade is
unlikely to be disclosed simply via the release of "While Paper" (Ram, J., & Zhang, Z. 2020).
The fundamental ideas of Chinese foreign assistance vary significantly from those of the donor
community represented by DAC members in the following areas. First, despite the fact that the
donor world is dedicated to promoting the welfare and economic growth of poor nations, China's
assistance policy is guided by the "Eight Principles of Foreign Aid." Second, although the donor
community gives aid based on a development model, China does not wish to embrace a certain
development model in order to avoid interfering in its domestic affairs. Third, despite the donor
community's focus on high subsidy rates, component subsidies, and unfettered help, China prefers
loans and linked assistance.

4.1. Main Accomplishments

In 2015, China provided 6.1 billion dollars in foreign help (plurilateral aid, mutual preferential
loans, and funding for aid) (Kitano, N. (2019). According to DAC figures, China is the eighth
world's largest donor country, and it is larger than major European, as well as emerging donors
like Saudi Arabia and the UAE. On the other hand, the development aid/finance of China is
classified by the DAC as economic cooperation carried out outside of the official development
assistance framework (ODA). The China Development Bank (CDB) and CEXIM's total assets in
2016 were 3.5 times those of the six biggest “International Development Finance Institutions”, led
by the DAC (Ohashi, H. (2018).

This study will utilize the “AidData database (China's global development footprint)” to better
understand the flow to public finance of China to developing countries. Annual aid to
impoverished nations has topped 30 billion dollars since 2000, while official development
assistance (ODA) has surpassed 5 billion dollars (see Figure 2 below). Cash flow has been
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extremely remarkable since the China Development Bank (CDB) accepted two large loan projects
from Russian oil giants Rosneft ($20.4 billion) and Transneft ($13.6 billion) in 2009.
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Fgure 2. China’s Development aid’ finance (2000-2014)
ODA (Official Development Assistance) = grant element of at least 23%
OFA (Other Official Flows) = grant element of at least 23 %%

In terms of industrial finance, the biggest loans, including the loans to Russia stated above, are
made to the energy development sector on the basis of OOF rather than ODA (see Table 3 below).
There is also the transportation industry, in addition to energy development. Infrastructure
development seems to be China's primary emphasis in terms of development aid/financing and the
"Belt and Road" programme. At the same time, China's (ODA) strategy prioritizes debt reduction.
The donor community is worried from the standpoint of assistance discipline.

In China, the nations that get development/financial assistance vary by area (as shown in Table 4
below). According to the project-based database, development aid/financing to African nations
remained substantial in 2014, despite the fact that countries along the “Belt and Road” were
underappreciated at the time. It seems to have become a significant area of Chinese development
assistance/finance, as shown by the external efforts of nations along the 'Belt and Road' (Table 2).
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Table 3. Industrial Development aid/ finance by China ($Sbillion)

ODA OO0F OF Total
Agriculture 14 TS 11 10
Debt remission/rescheduling 123 - 0.7 13
Telecom 41 10.8 20 169
Mining/ Construction 44 223 36 303
Transportation 6 ] ST 280 888
Energy 113 1093 155 1341
Other 245 28 8 80 613

* Mo nformation found regarding the concessionality level for OF {Official Finance)
Source: Anthor’s own compilations based on Dreher et al., “Aid. China, and Growth.™

Table 4. China’s development aid/ finance major recipients

ODA 0O0F Number of Projects
Country Shillion Country Shillion Country No.
Cuba 6.7 Russia 36.6 Cambodia 168
Cote Divoire 4.0 Pakistan 163 Pakistan 121
Ethiopia 37 Angola 13 4 Zimbabwe 120
Zimbabwe 36 Laos 11.0 Angola 110
Cameroon 34 Venezuela 10.8 Sudan 108
Nigeria 3.1 Turkmenistan 10.1 Tanzania 101
Tanzania 3.0 Ecuador a7 Ghana 95
Cambodia 3.0 Brazil 8.5 Kenva 829
Sri Lanka 28 Sri Lanka 22 Ethiopia 88
Ghana 25 Kazakhstan 6.7 Sri Lanka 86

Source: Data compiled on from the study of Dreher et al

. Add, China, and Growth.™

4.2. Chinese relationship with Global Regime

The development aid/ finance by China for emerging nations have alarmed other donor of the

world; the worries are outlined in the following debate.

First, since China's development aid/financing is mostly in the form of public money and liquidity,
the concern for risk management has been slightly low. International rating agencies publish the
national risk indicator regularly, repaying significant sums of Chinese money going to developing
nations is becoming more challenging. Additionally, to the project hazards, such operating
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concerns afterward the development is finished, and it may be difficult for poor nations to repay
their debts to China (Dollar, D. 2018).

Second, due to significant financial flows from China, emerging nations may suffer debt problems.
When developing countries confront financial problems, they often turn to the (IMF) for help.
China's development assistance/financing could raise the IMF's burden if the IMF continues to
assist countries with financial problems in meeting this demand. Following a thorough risk
assessment in emerging nations, China should offer development aid/finance.

Third, the relationship between China's and other development funding organizations is shaky.. If
China's money becomes a new source of cash for developing nations, those countries will have
greater opportunities for economic growth. Those developing nations, on the other hand, will
require assistance from the World Bank and the IMF, among other organizations, to perform
strategy commitments. It may be possible to react that funding from China unilaterally by refusing
to follow policy obligations. It is essential to turn to market-oriented economic and structural
changes in exchange for support while stressing the plan's development throughout the SAL era.
However, nowadays, DAC members' shared criteria, such as increasing transparency, meeting
obligations, and undertaking anti-corruption operations, are often regarded as policy prerequisites.
These concepts may conflict with the Chinese basic principles of finance and development aid,
which are ideologically improbable.

No sign has been found that China intends to enhance the prevailing development aid/financial
structure. Due to the massive demand for Chinese money, the present development aid/financial
system must surely be tough. Developing nations have increased their financial contributions and
extended their voting rights to international development finance institutions for a long time.
They've been identified as major issues in the current development finance and foreign aid, but
they've yet to be solved. Furthermore, China's creation of the AIIB is a major issue since the present
development aid/financing given by DAC members is insufficient to meet the infrastructure needs
of poor nations. It also demonstrates the significance of infrastructure development in terms of
economic growth in emerging nations. If present development assistance/financing to DAC
member countries fails, a succession of Chinese policy actions will be seen as a fresh challenge to
that assistance/financing. China's "One Belt, One Road" plan seeks to link Mongolia and Russia,
Eurasian nations, Central and West Asia, Pakistan and other Indian subcontinent countries, and
the Indochina's six main commercial corridors. Asia will need $26 trillion in infrastructure
investment by 2030, with China likely to contribute a significant part of it (Zhai, F. 2018).
Investments in infrastructure development have benefited the countries concerned. The "Belt and
Road" is built on the principle of mutual benefit and win-win, and it will assist China's product
market grow in the long run while decreasing industrial overcapacity in the near term.

5. Conclusion

The whole idea of the BRI financing system is to outline and integrate financial resources,
continuously innovate finances, and promote and grow the real economy of BRI participating
nations. To maintain consistent execution of the overall strategic deployment of the system, the
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BRI participating nations' policy support must be fully used, as well as policy communication and
plan coordination. Furthermore, to create a single development force, cross-border financial
cooperation and cooperative financial oversight should be enhanced.

To begin, government agencies must guarantee that window advice is strengthened so that
financial institutions can appropriately organize the size and structure of investment and financing.
Simultaneously, a significant amount of foreign investment in infrastructure development must be
harmonized to avoid disruptive competition and enhance overall investment compatibility and
effectiveness. Furthermore, top-down regional planning for long-term collaboration between the
nations along the "Belt and Road" should be coordinated, as should new legislation and policies,
as well as comprehensive regulations and execution standards, to ensure sustainable growth.
Second, international financial institutions must be the starting point, and financial cooperation
with other nations must be strengthened. Financial coordination and cooperation mechanisms
should be established by central banks and financial authorities for the "Belt and Road"
participating countries. Monetary problems resulting from the development of the BRI and
monetarist system should be discussed on a regular basis, including interest rate adjustments,
dispute resolution, and nurturing financial assistance. This mechanism primarily consists of
financial and legal coordination collaboration mechanisms, financial information-sharing
mechanisms, and financial risk management coordination and collaboration mechanisms, all of
which will enable resources to be distributed more widely to meet the needs of regional economic
development. Furthermore, international financial institutions should be actively established and
financial confidence and connections between BRI member nations should be strengthened.
Third, strengthening financial supervisory cooperation and creating regional financial risk early
warning systems are required to put this idea into action. Financial regulators should improve
information communication to improve mutual understanding and trust in a variety of areas,
including the development of local macroeconomic and financial markets, financial principles and
regulations, investment opportunities and risks, and local operations and risks of major banks.
They must communicate correctly and fully about local market access, as well as understand and
manage their relationship, to eliminate any unjustified obstacles and limitations and create an open,
fair, and orderly regulated environment. Furthermore, regulators must strengthen cooperation in
the areas of dealing with cross-border agencies and crisis management, combating money
laundering, and macro-prudential supervision to better resist risks and maintain the confidence and
stability of markets and regional financial systems. Encourage the signature of a memorandum of
understanding on bilateral regulatory cooperation to gradually create an efficient regional
regulatory coordinating coordination framework.

Fourth, there is a need to enhance global collaboration through improving communication and
policy coordination. Faced with the issue of BRI member countries' uneven social and economic
development, China should improve political communication and coordination with other
countries, as well as eliminate concerns and resolve disputes, particularly in the areas of political
instability, religious conflicts, and economic inequalities, imperfect legal systems, unequal
standards of cooperation, misunderstanding, and interethnic conflict.
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Finally, according to the authors, economic cooperation with the bordering countries between the
government and participating companies is essential for the establishment of an effective
investment and financial arrangement under BRI. It is emphasized the necessity of establishing a
regional framework in the BRI investment and financing system by using international and
regional financial hubs. According to the findings, the ideal Belt and Road financial investment
system would include a long period of financing, a reasonable cost of capital, the use of
development finance as a long-term driver to attract trade finance, the use of currency, and the
promotion of local and international cooperation.
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