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The new silk road: opportunities and 

challenges for Europe 
By Patrick Branthomme and Laurent Paul 

Launched in September 2013 by the Chinese authorities, the “new silk road” 

project aims to better connect Asia and Europe. The latter must defend its 

economic interests and the multilateral framework to the best of its ability. To 

this end, it will be able to draw on the recent progress of the G20, which has 

established principles for the transparency of financing, the quality of 

infrastructure and compliance with environmental and corporate social 

responsibility standards.  

Image: land and sea trade corridors of the “new silk road” 

 

Source: Hong Kong Trade Development Council (HKTDC) Research 

 

A unilateral initiative from China to connect Asia and Europe 

The "New Silk Road" (NSR) project, also known as the Belt and Road Initiative (BRI), aims to 

improve transport (by sea, land and air) between Asia and Europe, as well as Africa, by 

developing a vast infrastructure network on six inland trade corridors (Silk Road Economic 

Belt) and a maritime corridor (Maritime Silk Road). Behind this key objective, China has 

several converging interests: increasing the volume of Chinese exports to Europe; controlling 

export supply chains; securing energy supply routes; promoting the international use of the 

Renminbi and Chinese procurement practices. 
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The NSR project is financed by a very large programme, led essentially by major Chinese 

public banks and the "Silk Road Fund" (SRF), launched in 2014, whose capital mainly stems 

from China's foreign exchange reserves. No official figures on the amounts are available 

today, but a study  by the European Parliament estimated the sums injected at the end of 

2016 at USD 292 billion and future financing at USD 130 billion, mainly in the form of long-

term loans to local players or equity investments. 

A key point is that these investments are being carried out through bilateral negotiations 

between China and the countries concerned. This type of relationship puts China in a strong 

position vis-à-vis the countries that are seeking foreign investment and that have to 

negotiate an agreement in a context of very unbalanced economic weights. 

For the EU, the NSR initiative offers a wealth of opportunities but also entails risks  

Improved communication corridors could favour Chinese exports in that trade flows of 

industrial and manufactured goods are already structurally biased in favour of China. In 

2016, 11 million containers were sent from China to Europe and 5 million in the other 

direction, according to the above-mentioned European Parliament study.  

The defence of the strategic and commercial interests of the EU, whose bilateral deficit has 

continuously widened since China's accession to the WTO in 2002 (see Chart 1), must 

therefore be based on reciprocity with its Chinese partner. This would require a greater 

openness of the Chinese market, as stressed in the joint communication issued by the 

Commission and the High Representative of the Union on 12 March 2019.  

Chart 1: trade in goods (imports/exports) and the current account balance between the EU 

and China incl. Hong-Kong  

(EUR billions) 

 

http://www.europarl.europa.eu/RegData/etudes/STUD/2018/585907/IPOL_STU(2018)585907_EN.pdf
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Source: Eurostat, authors’ calculations. 

Admittedly, to date, the bulk of Chinese investment has been made outside the EU (i.e. Asia, 

Africa and the former CIS). Within the EU, investment has been concentrated in Eastern 

European countries (Czech Republic, Hungary, Croatia) or the Southern European countries 

that have experienced financial difficulties in recent years (Portugal, Italy, Greece). 

The establishment in 2011 of the "16 +1 format" group bringing together China and 16 

Central and Eastern European countries to promote greater cooperation constitutes an 

additional risk of division among Europeans (see ”Dubrovnik Guidelines”). This group 

operates alongside the annual EU-China summit with no institutional coordination in place.  

The new G20 principles may limit the risks associated with China's unilateral 

approach.  

China's unilateral approach has already shown its risks for the countries in which it invests. 

Some infrastructure projects have proved to be poorly adapted to the needs of the recipient 

countries. They have sometimes been disproportionately large and not always efficient, as 

well as being a source of financial vulnerability. This is the case, for example, of Sri Lanka, 

which, having been unable to repay the loans taken out for the development of the port of 

Hambantota, had to hand over its management for a period of 99 years to China. According 
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to the Center for Global Development, other countries could soon find themselves in a 

similar situation of unsustainable debt.  

In fact, some infrastructure projects carried out under the NSR initiative have resulted in the 

disclosure of "hidden" debts due to the lack of a comprehensive recording of off-balance 

sheet commitments as a result of complex financial schemes.  

Faced with these possible abuses, the various international bodies have defined common 

rules aimed at ensuring the sustainability of states' debt and the viability of investment 

projects. This is notably the case for the operational guidelines defined by the G20 in 2017, 

which should make it possible to ensure more rigorous and equitable financing, as recalled 

in particular at the recent Paris forum on 7 May 2019. At the last summit in Fukuoka, the G20 

agreed on the establishment of new principles aiming to improve the quality of 

infrastructure investment while seeking to prevent the risk of the excessive indebtedness 

associated with this type of project and ensure its good governance. 

Recently, the Chinese Ministry of Finance has appeared to be moving towards greater 

transparency regarding the financing granted to the NSR project by developing a framework 

for analysing the debt sustainability of countries which is more in line with international 

standards but whose implementation is yet to be confirmed  

Need to integrate sustainable development and social inclusion objectives  

The NSR project aims to generate an increase in trade flows of goods, particularly between 

Asia and Europe. This trade is now almost exclusively carried out by sea, with an increasing 

ecological cost, according to a World Bank's analysis.  

Against a backdrop of the growing awareness of climate change issues, the G20 reiterated 

the need for infrastructure projects to be consistent with national strategies to ensure their 

energy transition, in line with the 2030 agenda on sustainable development. Thus, 

infrastructure projects must internalise environmental factors. The use of green financing 

instruments is encouraged, in line with the work undertaken by the Network for Greening 

the Financial System (NGFS) in particular. 

The G20 also introduced new standards to address corporate social responsibility issues in 

infrastructure investment, as well as those related to good governance, the fight against 

corruption and transparency in public procurement. 

Moving from the unilateral method followed by China to a veritable dialogue with 

Europe 

The lack of a dialogue specifically devoted to this subject between the Chinese authorities 

and the Commission raises a problem of efficiency and governance, on the one hand 

regarding the necessary coordination of Chinese investments with those of the Trans-

https://www.cgdev.org/sites/default/files/examining-debt-implications-belt-and-road-initiative-policy-perspective.pdf
https://www.bundesfinanzministerium.de/Content/EN/Standardartikel/Topics/world/G7-G20/G20-Documents/g20-operational-guidelines-for-sustainable-financing.pdf?__blob=publicationFile&v=1
https://www.mof.go.jp/english/international_policy/convention/g20/annex6_1.pdf
http://m.mof.gov.cn/czxw/201904/P020190425513990982189.pdf
http://m.mof.gov.cn/czxw/201904/P020190425513990982189.pdf
https://www.worldbank.org/en/topic/regional-integration/publication/belt-and-road-economics-opportunities-and-risks-of-transport-corridors
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European transport network (TEN-T) and, on the other hand, regarding the risk of 

investments that are not in line with European priorities.  

In its relations with China, the EU is seeking to conclude an investment agreement under the 

“EU-China 2020 Strategic Agenda for Cooperation“, but these negotiations have made little 

progress since 2013. 

It is essential for Europeans to be able to speak with one voice in order to better defend 

their interests vis-à-vis a project that must not solely serve the strategic aims of our Chinese 

partner. This matter will require the full attention of the new European Commission.  


