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China’s new foreign policy brand?
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New thinking in China’s foreign policy under Xi Jinping

Shift from: Responsive diplomacy, RMNRINAT,
(fényingshi waijido) under Deng Xiaoping and
SUCCESSOrsS:

EILFME (taoguangydnghui) - "Keep a Low Profile”
(Hide brightness, nourish obscurity)

To: Proactive diplomacy, £ 93 (zhadongshi
waijiao) under Xi Jinping:

BRAEN (fenfaysuwéi) - "Striving for achievement”

Courtesy: Carsten Boyer Thagersen, 2017
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Wang Yi, 8.3.2018 at NPC Session in Beljing

— T — RS RIF AN B 18R G R R
“The building of “one belt-one road"” is based on

being open and transparent and on seeking
mutual benefit and win-win [solutions] “

https://www.yidaiyilu.gov.cn/xwzx/bwdt/49830.htm http://www .xinhuanet.com/english/2017-03/08/c_136112435.htm



https://www.yidaiyilu.gov.cn/xwzx/bwdt/49830.htm
http://www.xinhuanet.com/english/2017-03/08/c_136112435.htm
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European Commission contribution
to the European Council

EU-China — A strategic outlook

12 March 2019

* China is, simultaneously,

in different policy areas, a
cooperation partner
with whom the EU has
closely aligned objectives,
a negotiating partner
with whom the EU needs
to find a balance of
Interests, an economic
competitor in the pursuit
of technological
leadership, and a
systemic rival
promoting alternative
models of governance.



More than 150
countries and
International

organizations take
part in BRI
(April-2019)




China as a new major global actor
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BRI platforms

Promoting people-to-people
bonds and cooperation

Enhancing monetary
policy coordination and bilateral
financial cooperation

Cultural Policy

exchange coordination
-

Green
Silk Road

Financial _Digital 'Facilities
integration Silk Road connectivity

Trade and
Investment

Facilitating cross-border investments and
supply chain cooperation

https://beltandroad.hktdc.com/en/belt-and-road-basics

20/05/2019 8

Planning and
supporting large-scale
infrastructural
development projects

Building facilities
to enable connectivity
along the Belt and Road


https://beltandroad.hktdc.com/en/belt-and-road-basics
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3. maj 2010 9

China is redesigning the world geography, order,

and governance

New connectivities: Land,
sea, and air transport routes,
and associated infrastructure

New energy generation and
transmission infrastructure

New urban infrastructure
New industrial parks

New digital and
communication
Infrastructure

Cultural infrastructure and
exchange

Organizing BRI

* New international
organizations, platforms,
governance arrangements

« New financial organizations

* New integrated economic
corridors (6)

* New global value chains with
Chinese SOEs as ‘Dragon
Heads’ Zz3kiE M/




BRI maps
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6 econ@mic corridors
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https://en.wikipedia.org/wiki/Belt_and_Road_Initiative#/media/File:One-belt-one-road.svg
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The reviving of the Silk Road

Infrastructure projects being planned and undertaken as of
December 2015 in China’s Belt and Road initiative.
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Countries which signed cooperation documents
related to the Belt and Road Initiative

https://en.wikipedia.org/wiki/Belt and Road Initiative#/media/File:Belt and Road Initiative participant map.svg



https://en.wikipedia.org/wiki/Belt_and_Road_Initiative#/media/File:Belt_and_Road_Initiative_participant_map.svg
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21st Century Maritime Silk Road

Indiwan Ocea

Nairobi

e China-Indian Ocean-Africa-
Mediterranean Sea

+ China-Oceania-South Pacific

=== China-Arctic Ocean-Europe
] BRI countries (2015)*
[ China

Sea ice minimum (Sept. 2016)

MR ORI W& FWB) | Crms trieinatans Trsde
o 5 nainternational Trade
Institute, August 2015 CRYOPOLITICS

http://www.rcinet.ca/eye-on-the-arctic/2017/10/03/chinas-arctic-road-and-belt-gambit/



http://www.rcinet.ca/eye-on-the-arctic/2017/10/03/chinas-arctic-road-and-belt-gambit/
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China proposes three Arctic sea routes
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Arctic Sea Routes
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the IMO Code for Ships Operating in Polar Waters,
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https://arcticportal.org/images/news/2017/3.4.2_Arctic-Portal--legend.jpg
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The Belt and Road Initiative

44

billion

Combined population of all
countries involved in BRI

S2 3 trillion

Combined GDP of all
countries involved

“h \ifﬁ
o &
N

The less developed BRI partners have
an average yearly income of $6,312.

CSIS

CENTER FOR STRATEGIC & CHINA POWER
INTERNATIONAL STUDIES PROJECT

62%

BRI touches 62 percent of
the world’s population

S3 trillion

Trade between China and BRI
countries between 2014-2016

$26 trillion

Estimated cost of infrastructure needs

$1 trillion

Amount China has pledged

The estimated cost of infrastructure
needs in the developing parts of
the Asia-Pacific through 2030 is $26
trillion. China has pledged $1 trillion.

20/05/2019
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https://chinapower.csis.org/china-belt-and-road-initiative/



https://chinapower.csis.org/china-belt-and-road-initiative/

Why BRI?
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Reasons behind BRI (1)

» Sustaining China’s economic growth
* Resource hunt

* Rivalry with US — countering Obama'’s
"pivot towards Asia”




Reasons behind BRI (2)

* Not enough focus on infrastructure and
growth in international financial
institutions (IFI)

* Dissatisfaction with other IFIs, e.g. IMF,
World Bank and ADB: Skewed voting
rights; inefficient, costly and slow
bureaucracy in IFls: Project approvals
not fast enough
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Reasons behind BRI (3)

e Ching=as.a new' m
altern :
— a mult

ar world®

AR



https://portside.org/2017-01-11/learning-love-multipolar-world

BRI and Africa
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Sino-African organizations

 Belt and Road Forum (internationalt)
 FOCAC - Forum on China-Africa Cooperation (2006)

« CADFUND - China-Africa Development Fund (2007)
(support Chinese enterprises to invest in Africa),
established by China Development Bank

« CAFIC (2015) - China Foreign Exchange Reserves in
association with the Export-Import Bank of China
initiated the China-Africa Industrial Capacity
Cooperation Fund — Now (2018) to be merged with
China-Latin America and Caribbean Industrial
Cooperation Investment Fund (Clacicif)
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FOCAC, 20138

Photo

https://america.cgtn.com/2018/09/04/beijing-
declaration-action-plan-adopted-at-focac-summit

20/05/2019 23

XI Jinping, 2018: "We will
synergize China’s Belt and Road
Initiative with African Union'’s
Agenda 2063, the United Nations

2030 Agenda for Sustainable
Development and national
development strategies of African
countries”



https://america.cgtn.com/2018/09/04/beijing-declaration-action-plan-adopted-at-focac-summit
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FOCAC 2018

Photo

53 out of 54 African nations China’'s FOCAC pledges:

participated. Swaziland did not 3888 iiobg'i‘lﬁgn

come 2012: $20 billion
2015, 2018: $60 billion

http://www.epa.eu/politics-photos/diplomacy-treaties-organisations-photos/2018-beijing-summit-of-the-forum-on-china-africa-cooperation-photos-54599227
https://www.brookings.edu/blog/africa-in-focus/2018/09/05/chinas-2018-financial-commitments-to-africa-adjustment-and-recalibration/



http://www.epa.eu/politics-photos/diplomacy-treaties-organisations-photos/2018-beijing-summit-of-the-forum-on-china-africa-cooperation-photos-54599227
https://www.brookings.edu/blog/africa-in-focus/2018/09/05/chinas-2018-financial-commitments-to-africa-adjustment-and-recalibration/

China as a major player in Africa:
Aid, business and/or resource hunt?



What does China want from Africa?

Resources

Invest in future markets: Important
emerging market in which to sell its
products

Access to other markets: US and EU
Political partnerships
Geo-strategic positioning
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China is now Africa’s biggest economic partner.

S #4

1 Estimated according to compound annual growth rate (CAGR) from 2009 to 2012.

2 For countries other than China, we made projections using historical data.

3 Office of Development Assistance (ODA) and Other Official Flows (OOF), 2015 for Organisation for Economic Co-operation and Development (OECD)
countries, 2012 for China.

4 According to United States Agency for International Development data, US foreign aid to Africa was $11.9 billion in fiscal year 2015 and $7.4 billion

in fiscal year 2016. The discrepancy with OECD data shown here is likely due to the fact that US fiscal years start in October, whereas OECD data is for
calendar years.

#1 #3)

i i i i Infrastructure
Goods trade, 2015, ' FDI stock, 2014E; ' FDI growth, ' Aid, 2015,° ' financing, 2015
$ billion ' $ billion 1 2010-142 % ' $ billion ' $ billion
. " ' United - ' United '
() china -" P DR China 25  States 10 China | B
. ' United ' South 'United Arab |
e [l - > " Kingdom - 71 Africa I .~ 'Emirates iFranc:e 3
| United b |
e France - 57 i France - 70 i R I 1 iChlna I 6 iJapan 2
United ~7\ United United |
o States - > | U . e States I L 'Kingdom I E iGermany 1
e Germany - 46 i Africa iGermany I 4 ilndia 1

o . 30 i France I 6

SOURCE: Bilateral trade database, International Trade Centre Trade Map, 2015; Bilateral FDI database, United Nations Conference on Trade and Development,
2012; Statistical Bulleting of China’s Outward Foreign Direct Investment, Ministry of Commerce of the People’s Republic of China, National Bureau of Statistics
of the People’s Republic of China, State Administration of Foreign Exchange, 2015; “Total official flows by country and region (ODA+OOF),” Organisation for
Economic Co-operation and Development statistics, 2015; “Foreign Aid Explorer: The official record of U.S. foreign aid,” USAID; “Infrastructure Financing
Trends in Africa—2015,” The Infrastructure Consortium for Africa, 2015

Dance of the Lions and Dragons, McKinsey, 2017
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China as a major lender to Africa

IMF Loans versus Chinese direct investments in selected African countries

§t93510
lswmm—

" mmmus_

B st 72890 — I ntemational Monetary Fund
RS A R R R T I China

Chad

Guinea

Sierra Leone

BUSINESS INSIDER

https://www.businessinsider.com/statistics-on-chinas-investment-abroad-2015-2?r=UK&IR=T



https://www.businessinsider.com/statistics-on-chinas-investment-abroad-2015-2?r=UK&IR=T
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Top policy lenders in Sub-Saharan Africa 2008-2017

China Exim Bank

International Finance Corporation

China Development Bank

African Development Bank

Development Bank of Southern Africa

Overseas Private Investment Corporation

Japan Bank for International Cooperation

Industrial Development Corporation of South Africa

Korea Development Bank

I:II

2000 4000 6000 B000 10000
Total value ($m)

*Source: Baker McKenzie/lJGlobal

https://www.ft.com/content/355c6988-02d5-11e9-9d01-cd4d49afbbe3



https://www.ft.com/content/355c6988-02d5-11e9-9d01-cd4d49afbbe3
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China supported Railways in Africa

- RED: Officially Ca”OF;;:SaSFV’Vz e
proclaimed or already )
completed connectivity
projects which China is
building and/or
funding

* GREEN: prospective or
tentative ones are in
green. In some cases, a
few of the “green”
projects have already
received some Chinese
assistance (such as rail
or road modernization,
or promises of funding)

https://www.commandeleven.com/china/the-chinese-indian-new-cold-
ar-east-africa



https://www.commandeleven.com/china/the-chinese-indian-new-cold-war-east-africa/
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Chinese infrastructure in Africa: The Chinese-built Addis Ababa—
Djibouti Railway

Photo

https://africacenter.org/spotlight/implications-for-africa-china-one-belt-one-road-

strategy/

Photo

https://news.cgtn.com/news/3d59544e32517a6333566d54/share p.html



https://africacenter.org/spotlight/implications-for-africa-china-one-belt-one-road-strategy/
https://news.cgtn.com/news/3d59544e32517a6333566d54/share_p.html
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Lamu port-South Sudan-Ethiopia Transport
Corridor project (LAPSSETT)

« LAPSSET: Public

Driv ate <NAKODO> /»J

Da rtn e rS h i p 1 \\\ . /\ AE /)/

(PPP) N Y P,

LAMU Port: - / / , \\/’Y\{allr
L } R / Maralal 3 \"‘

* Openede partly 2018 L) um ‘l[* ] /

 Built by CCCC L

- Competitor with Mombasa Port | #f, '/ L S B

« 890 km olil pipeline
* Lake Turkana - Lamu port
* To be finished in 2020
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LAPSSET
* To be completed in 2030

 Partner institutions:
 The African Union

« COMESA
* The East African
Community (EAC) swuan Cow— e
e South African Development Khigi“ms“‘“"
Community (SADC)
» African Development g
Bank (AfDB) Srisas
« World Bank _
- International Finance i e il
Corporation (IFC) (e B
I.)“ké 5 oo A Mornbies
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China-Africa Trade

250

200

150

USS$ bn

100

50

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

® China Exporting to Africa m China Importing from Africa

Source: UN COMTRADE 2017

CHINA-AFRICA RESEARCH INITIATIVE WWW.SAIS-CARI.ORG MARCH 2019
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Sino-African
Trade

20/05/2019 35

AFRICAN EXPORTS TO CHINA (%) CHINESE EXPORTS TO AFRICA (%)

01 Machinery / transport equipment

01 Chemical/ products (O3 Food and live animals

(02 Commodities (006 Chemicals/ products

1 2 Manufactured goods 1 8 Manufactured consumer goods

1 9 Crude material (excl. food & fuel) 31 Manufactured inermediary goods

65 Mineral fuel / lubricants

http://www.strathink.net/wp-
41 Machinery/transporter equipment content/uploads/2014/12/tumblr Ik
zz79m3kl1lgiuwg7.png



http://www.strathink.net/wp-content/uploads/2014/12/tumblr_lkzz79m3kl1qiuwg7.png
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McKinsey, 2017, p. 28

We estimate that there are more than 10,000 Chinese firms operating in Africa.

Number of Chinese firms in fieldwork countries W MOFCOM!?
B Local investment authority
) M Fieldwork total
Angola N/A2 ~—

Across our eight countries, we found 3.7 times the

total number of firms than the previous largest
pan-African database of Chinese firms suggested.

Cote d'lvoire  N/A=

Ethiopia

Kenya

Nigeria

South Africa

Tanzania

Zambia

1 Ministry of Commerce, People’s Republic of China.
2 Data on the number of Chinese firms from Angolan, Ivorian, and Zambian investment authorities were not available.

SOURCE: MOFCOM database; McKinsey field survey of Chinese firms in eight African countries, November 2016—March 2017

36
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Most Chinese firms in Africa are private, not state-owned enterprises.

% of firms by ownership

Private

State-
owned
enterprises

Nigeria Tanzania Cote  Ethiopia South  Zambia Kenya  Angola
d'lvoire Africa

MOTE: Numbers may not sum due to rounding.

SOURCE: McKinsey field survey of Chinese firms in eight African countries, November 2016—-March 2017

McKinsey, 2017, p. 29
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Chinese firms overwhelmingly employ locals.

% of employees who are local

By ownership
89
81
Average State-owned

92

Private

®

20/05/2019

By sector
95
85 85
Construction  Manufacturing Services

and real estate

®©® © 6

SOURCE: McKinsey field survey of Chinese firms in eight African countries, November 2016-March 2017

McKinsey, 2017, p. 41

38

82

Trade
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Only 44 percent of managers are locals.

% of managers who are local

By ownership

44
35

Average State-owned

O

a7

Private

By sector

54

33

Construction  Manufacturing
and real estate

®© O

SOURCE: McKinsey field survey of Chinese firms in eight African countries, Movember 2016-March 2017

McKinsey, 2017, p. 41

20/05/2019 39

49

34

Services Trade

© ©
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=

(£ % Center
1 _%' E Global
Development

Hurley et al. (3.2018) CDG Policy Paper 121

Figure 5: Risk including BRI pipeline projects

Risk Category

P THE o (i Bor Vs trates prifDoces ang doss ned by the epneshon of 0o sqieion o the port of e authens
comnerwng Hhe fegal shotur of any coun iy or iy of Congeming fbe delvmitation of fronfars or boundenies.

20/05/2019

40



What to make of BRI?
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China Study Project Policy Brief (ThinkChina.dk),
May 2019

 The BRI promotes the Chinese development model (7 /Z
# 1() as a reference point for successful development

» International order: Cooperative and not a conflictive
approach, at times it may even be synergetic with other
major players, e.qg. in relation to the sustainable

development goals (SDG) of the UN and international
financial institutions

* BRI uses soft law to maximize options for strategic,
tactical and operational manoeuvring

« Hard law is applied in project and contract management
which at times allows for Chinese strategic positioning
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Policy Brief: Conclusions continued

« The governance architecture of BRI is still under
development and appears to be very fragmented; it
combines a few new, BRI-dedicated organizations that
cooperates with existing multilateral and bilateral
institutions and regimes, the architecture has a strong
focus on China as the founder and lead designer of
BRI

* On the ground, from the business perspective, BRI /s
often a vague reality, primarily a tool for financing

e The BRI initiative creates new interest from other
countries

« China is not pursuing debt trap diplomacy as a
deliberate strateqgy, but a few countries involved with
BRI are at risk of becoming highly indebted.
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A new world order?
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