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The China-funded Lotus Tower in Colombo is ameng the real estate projects around the Sri Lankan capital linked to China's Belt and Road Initiative. Whatever the West tries to do, it needs to recognise thata :

strategy of simply opposing the BRI is not likely to work and that the New Silk Road is here to stay, the writer says. PHOTO: AGENCE FRANCE-PRESSE

How China can ensure smooth
progress for its new Silk Road

Itis in Beijing’s

interests to exercise

greater care over how its money is spent on
projects under the Belt and Road Initiative

James Crabtree

For The Straits Times

The new Silk Road is back on track.
Afteratorridyearin 2018, last
week’s Beltand Road Forumin
Beijingunderlined China’s
determination to push forward
withits vast but divisive global
infrastructure scheme.

President Xi Jinping shrugged off
accusations that his signature Belt
and Road Initiative (BRI) left
partner nations heavily in Beijing’s

debt, both financially and politically.

Instead, having unveiled a mooted

¢ US$64 billion (S$90 billion) worth

: ofdeals, he seemed in ambitious

¢ spirits. “All interested countries are
: welcome tojoinus,” he told the

i dozensofworldleaders gatheredat
i the forum, suggesting that the

i BRI'sbenefits would be “shared

: by theworld”.

Those benefits could be

¢ considerable, The many projects

¢ China funds canreduce trade costs
: andboost growth in developing

i nations, according to World Bank

: research. But China last week also

: gaveanod to BRI's sceptics,

; promising thatin future its projects
i wouldbe “high-quality”and

: corruption-free, neither of which

: hasreliably been the case since

i the BRI’s foundation in 2013.

So having made these promises,

i the hard work now begins. And

¢ asit seeks to expand still further,
i the BRI’s challenge is mostly

i oneof management.

Critics say China wants to “trap”

; poorer countries by tempting

i them tobuild ports, railways and

: roadsthey canillafford, oftenin
i thehopeof seizing thembackas
: Chinese outposts. In truth, there

¢ are fewexamples of this

¢ happening, beyond one

: much-discussed port in Sri Lanka.

More often, Chinaends up

¢ forgiving debts that borrowers

¢ cannotrepay. Areport thisweek by
¢ analystsat Rhodium showed that

¢ Chinagave concessions worth

¢ US$50 billion to write down

i dozens ofinfrastructure loans

i overthelastdecade.

This may be nobad thing. Having

i agreed torisky projects, China may

: decide itis more important to keep
: friends in developing economies
i than to get its money back.

Butit still isasignal that the BRI's

: projectshave often been

¢ negotiated quickly and

: haphazardly, witha focus on

¢ geopolitical gain, not fiscal

¢ sustainability. Put more simply,

: China has given too many loans too
¢ quickly to countries with

: questionable finances.

Sometimes thisapproach does

InSouth-east Asia, Myanmarisa

i caseinpoint. Here, Chinais

i proposingahost of expensive

: projects, includinga deep-seaport
i andhigh-speed railline. State

: Counsellor Aung San Suu Kyi

: attended last week’s forum and has
: beensupportive of the BRI Butitis
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i amountsof money as China

: expanded across Eurasia and then
: into Africa. But these go-go years

: may soonend.

Spending on BRI investments

i and contracts is already slipping,

¢ falling to around US$50 billion last

: year from nearly US$150 billion two
i yearsearlier, according to Moody’s.

More importantis China’s

¢ deteriorating current account.

. During the BRI'searlyyears, it

i consistently ran huge surpluses,

: leaving piles of dollars to spend

: abroad.But lastyear, it brieflyrana
: deficit,and may do soagain this

i year.For the first time ina

: generation, China mayneed to

: borrow to fund international

: investments, including for the BRL

Thisis not adeal-breaker. China

¢ couldstill spend over US$1trillion
: onthe BRIin the next decade. But it
¢ isenteringanew erain whichits
i finances mustbelooked after
: carefully - a fact that places still
. i greateremphasisontheneedto
. i make projects sustainable.

For the BRI’s critics, especially

i thosein the West, last week’s forum
: offersadifferent challenge.

Asthe BRI's troubles mounted

i lastyear, some doubters speculated
i that China might quietly dropit,

: having concluded thatadventures

i inforeigninfrastructure were not

: worth all the bother. But fora

i scheme that has become so central
i toMr Xi'sregime, this prediction

N : wasalways fanciful.

Now the West must grapple anew

i with how torespond to the BRI,

= : whichthus farit has done

i nosecret that publicand political
i opinionin Myanmar more

i generally remains deeply

i suspiciousabout the strings that
: come along with China’s plans.

Abetter way forward would be

i forthe BRI to expand more slowly,
i bringin more partners andbecome
i more transparentaboutitslending. :

Chinahas made signalsin this

: direction. Last week, it published a
: “debt sustainability framework”,
: i andsuggested it would welcome
: indeed win allies, asin Pakistan, the :
¢ largestrecipient of BRI funds. But
: therush canbackfire too, creating
¢ anxiety over China’s intentions.

more international partners,

: potentially including institutions
: like the Asian Development Bank.

Turning the BRI from a web of

¢ murky, bilateral deals intoa newly
: openand multilateral institution

¢ willrequire deep changes toiits

¢ existing model.

But China also now hasanew

: financial incentive to make this
: happen. The world has grown used
i tothe BRI dolingout limitless

: incoherently. The US is ever more
i stridentinits criticism, but with
: little to show for it. Europe is

divided, as some countries happily

¢ signup to the BRIwhile others hold

¢ back. Neither hasa policy that
i makessense.

Abetterapproach wouldbe to
i flag specific areas of weak
: governance and poor standards in
: Chinese projects, while also
pushing Beijing tolive up to public
i promises to make the BRI more

E multilateral and transparent. As

i Chinaseeks greater international
¢ funding, there is an opportunity to
¢ gradually pressure the BRI to

become a more formal part of the

¢ so-called global “rules-based

i order”,as has been the case with
i the Asian Infrastructure

¢ Investment Bank.

BRI-sceptic nations such as

¢ Japan, Indiaand the US also need to
i coordinate their infrastructure
i plansmore effectively.

Tocombatcheque book

i diplomacy,ithelpstohavea
i cheque book of your own, allowing
¢ them to offer developing nations

abetter-run alternative to the BRI

{ while using the power of
i competition to force China toraise
i itsown game.

Yet whatever the West tries to do,

! itneeds torecognise that astrategy
: of simplyopposing the BRIis not

¢ likely to work. The new Silk Road

i ishere tostay.
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