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Panel 1 

 
Fred Bergsten: Good morning. I’m Fred Bergsten, now director emeritus of the Peterson 

Institute and a full-time senior fellow here, standing in for Adam Posen 
who will be joining us in an hour or so. We’re delighted this morning and 
for the next few hours to be releasing with our close colleagues from 
China two reports on one of the world’s major economic initiatives. 
China’s One Belt, One Road or Belt and Road Initiative, a project which 
envisages several trillion dollars of investment in infrastructure in more 
than 60 countries spanning all of Asia and ranging into Europe. 
Breathtaking is an adjective often used to describe the idea which is 
indeed vast and far reaching. And we felt that it was therefore an 
opportune topic, indeed a necessary topic to try to analyze in some depth, 
draw implications for the region, the world, China and United States as 
well and to try to get a handle on what the likely developments are, what 
the issues are, what problems we’ll be raised and what impact the whole 
idea could have, not just on the region in Asia itself, but indeed ranging 
beyond that to the world economy as a whole.  

 
 Huge questions are raised of finance, of development strategy, of 

governance, of trade policy. And so it’s a very fertile field for research and 
analysis. In pursuing that we were particularly delighted to be able to 
partner with our colleagues at the China Development Research 
Foundation. The Peterson Institute and the Foundation did a joint project a 
year ago on the bilateral investment treaty that the two countries are 
pursuing. We agreed then to take on this project with a series of papers 
from both the Institute and the Foundation and we will be releasing those 
in Washington today. We actually had a release meeting in Beijing a 
month ago. We’ll be releasing them in New York tomorrow. And so this is 
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part of a road show in which we tried to convey the fruits of our research 
to a variety of audiences on this huge and very important project.  

 
 Without further ado, I want to introduce Lu Mai who is the director 

general, the secretary general of the China Development Research 
Foundation, a longtime leader in international economic and other 
research activities in China. One of the founders of the famous China 
Development Forum and a true leader, and one of the most influential 
persons in China trying to bring new ideas, solid research, analytical 
thinking into the policy process. He’s with us here today. I want to 
introduce Mr. Lu Mai to give some introductory remarks on our 
conference. Mister Lu.  

 
Lu Mai: Thank you, Fred. And good morning. I saw some of my good friends here 

and so, we’re very glad to present this report with Peterson Institute. This 
is the second project that we run as just as Fred said. Peterson and the 
China Research Foundation doing the first one is bilateral investment 
treaty. I hope it makes some progress in the practice, but I don’t know the 
result yet. And this is the second one and what both sides think, just like 
Fred said, it’s important initiative made by Chinese government. The Belt 
and the Road initiative which itself is not about a bilateral relations, but 
it’s important for the both sides.  

 
 So the US is not [inaudible 00:04:44], but Belt and the Road initiative. 

Former US Secretary Hillary Clinton wrote out the new Silk Road 
initiative years ago. So the US is definitely interested in the region. And 
the two countries are now seeking pattern, mutual understanding and the 
new area of cooperation while trying to avoid misunderstanding and the 
confrontation. So research on this topic Peterson Institute and the CDRF 
has been expanding the cooperation and a mutual understanding. I hope 
we can achieve this goal. The primary result are for all to see. We see 
these are good quality, I just learned that from a friend. And he also sees 
from the Chinese side the quality of paper is good. And when we launched 
this in China is covered by the [inaudible 00:05:52] and the newspapers. 
So including several US [inaudible 00:05:59] paper.  

 
 So it’s good for both sides to have this very fruitful result. Fruitful work. 

It’s also the process for CDRF is capacity building. So Peterson Institute 
has a long history in comparison with CDRF. We established ourselves in 
1998. So relatively short history. So it’s good for both sides, that’s the first 
point I want to mention. Second point I want to mention is content of the 
research report. You can see from Chinese paper seven of that it’s 
informative and inspiring. That’s what I heard are the comments. And 
Chinese researcher, including colleague of CDRF and from the other 
distinguished guest, a scholar in this program gave the detail and the 
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background and the progress of this Belt and the Road initiative. So I hope 
it’s useful to understand from Chinese side and the development is made. 

 
 From Peterson side it’s also very helpful, it gives the detail about different 

region, different country. It gave very good suggestions, comments on 
China’s initiative, including the lessons like the Tanzania railway and 
some other suggestions around governance, the structure and the how to 
deal with the turmoil, the unstable, critical environment and so on. So I 
think this is good for both sides to understand and those suggestions, 
comments are very useful. 

 
 The third, I see the differences. Both sides interpret the Belt and the Road 

imitative, but a little bit different. If we see the subtitle, in the Peterson 
one they called China Belt and Road Initiative -- Motive, Scope And The 
Challenges. From the Chinese side they also said the Belt and the Road 
Initiative -- Promoting Just and Inclusive New International Order. So it’s 
interesting to see from different perspective to look at it.  

 If we look at this issue yearly we, especially my friends at the Peterson 
Institute looks at China specifically about the comment, what they want, 
why do they do this, but I hope they also see from another side, from the 
demand side. I attended a conference held by International Food Institute 
in Ethiopia. The premier of Ethiopia came and said, “I have a goal by 
2020 we will become the middle income country. So we will grow us from 
a low income country to middle income country.” And then he mentioned 
the infrastructure and the development industry and so on. And I heard 
that also Sri Lanka premier also mentioned their plan to get rid of low 
income status and to grow up to the middle income country. That’s from 
the demand side.  

 
 And China believes that if you want to go from low income country to the 

middle income country infrastructure is very important. And also, that’s 
we learned from our bank. From 1980s they gave us suggestions. So what 
about China’s infrastructure? Can we provide something to the other 
country? I would like to show you this. This is in [Chinese 00:11:04] 
network. So it’s already connected to the each county city. So [Chinese 
00:11:15] highway. And this is a high-speed railway under construction 
and [Chinese 00:11:27] spend a lot of money to help him to get rid of 
poverty. This is counted by the per capita GDP is the lowest one in China, 
but now they are under the construction of our infrastructure.  

 
 You see the total length is 857 kilometers and the cost for each kilometer 

is 100 million RMB. But with the central government efforts it goes quite 
well. Is there another one? Yes, the bridge. We see a lot of tunnel, we see 
a lot of bridge. And this bridge is across from [Chinese 00:12:22] to 
[Chinese 00:12:23] in Shandong province. So there are several of these 
conductor long bridges. So China learned from abroad to get help from 
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international society, multinational company and we build up our capacity 
and to meet this demand.  

 
 [Chinese 00:12:48] if you want to be a prosperity, you should build up the 

road. That’s what China learned and China can share those with other 
countries, especially in those Belt and Road countries. But many of those 
countries are in the lower or middle income. Total GDP per capita is just a 
half of average of the world. So it needs a lot of this kind of work. I think 
just as I said, the Asian Silk Road witnessed the exchange between the 
countries has declined to follow the [inaudible 00:13:43] emergency. 
That’s happened in the history. Now, are we in another trend? So someone 
said we are in convergency and we saw that from many countries just like 
China, India try to catch up. If you look at the human development index 
is more easier to see these trends. And just as Professor [inaudible 
00:14:17] pointed out, the life expectancy is now trying to be close, 
especially low income countries try to catch up and if we look at education 
it’s also the trend.  

 
 So from human development index to the GDP per capita we, I hope, we 

can see this convergency and we can see only 0.5 billion people now is in 
the high income countries, developed countries, but now 4.0 billion 
people, including China, India, Brazil and some others try to join. So in 
this background we are working, we are building our community of a 
common future. So One Belt, One Road if we look in this side, the 
demand side, but also the historical trend, I think, it will be easier to 
understand.  

 
 Now, China really learned from experience of many developed countries 

already did. For example, we know that in Africa, Tanzania railway is a 
bad case, but now we also see the successful case. In the Peterson Institute 
they mentioned some project, but like in [inaudible 00:16:06] we saw 
some successful projects and the company, both Chinese and local 
working on the basis of social responsibility. The corporate social 
responsibility and to get the support from local residents and they heard 
the local worker and to treat the local engineer. All those is learned from 
our experience from international good practice. So China always has 
been seen as a good student. So some questions raised in those reports I 
think it will be very careful read and also it’s already made some progress.  

 
 So let’s work together to help this project to be successful. And also, I 

hope this is not an area for competing of US and China. It’s an area we 
can work together. For example, how to keep this project with 
environment protection with the local benefit and so on. So it will help in 
this area for the local people to find a job, to get rid of poverty and to 
stabilize their situation. That’s also needed by US and China to counter 
terrorism. So I think, if both sides understand each other better we can find 
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a more mutual interest of the area. I hope from this seminar we build up 
this mutual understanding. That’s all. Thank you.  

 
Fred Bergsten: Well, thank you mister Lu. You’ve already got us off to a good start in 

discussing the topic of the day. We’ve organized the rest of the conference 
into three parts. The first panel, which will start immediately, we’ll do an 
overview and an analysis of some of the economic implications of the 
initiative. We’ll then have a luncheon and discussion where Adam Posen 
and mister Lu will have a bit of an interchange and you’ll all get a chance 
for some questions to mister Lu about what he has just said and what he 
says then. And then we’ll have a final panel in the afternoon that will 
about implications for the future, policy ideas and how to pursue the 
cooperation that mister Lu has just talked about.  

 
 The first panel then will be an overview with primarily an analysis of the 

economic implications of the One Belt, One Road initiative for the region, 
for the world and what it implies for the individual key countries involved. 
We have three speakers. The first, who was the co-editor of the Institute’s 
publication that we’re releasing today is Simeon Djankov. Simeon has 
been a visiting fellow here at the Institute now for three years and in that 
context he has written a couple of books for us. One on the Euro crisis, an 
eye witness account in which he was deeply involved in. Another one on 
the great rebirth, the lessons from the victory of capitalism over 
communism in Eastern Europe.  

 
Simeon, prior to joining us at the Institute, was Deputy Prime Minister and 
Minister of Finance in Bulgaria from 2009 to 2013 its directly relevant 
since Bulgaria may well be a participant in the One Belt, One Road. But in 
that capacity, of course, Simeon was deeply involved in the response to 
the Euro crisis and brings first hand response, firsthand experience with 
that issue. During that time, among other things, he was the Chairman of 
the Board of the European Bank for Reconstruction and Development, the 
EBRD, which again of course, has direct relevance for the kinds of issues 
we’re talking about here. Before Simeon returned to Bulgaria to become 
minister, he spent 14 years at the World Bank where he was the Chief 
Economist of the Finance and Private Sector Vice Presidency, among 
other things, developing the World Bank’s doing business project.  
 
So from many different angels, Simeon is deeply experienced on this 
issue. At the current time, he’s also rector of the new economic school in 
Russia. He’s a visiting lecturer at Harvard’s Kennedy School. He did his 
PhD in Economics at the University of Michigan, which will make Ken 
Liberthal happy since he’s a fellow Michigan alumnus. So Simeon will 
lead off.           
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We will then turn to our Chinese colleagues, mister Fang Jin who is 
Deputy Secretary General of the China Development Research Foundation 
working there with Mr. Lu Mai. Prior to that, he was a research fellow at 
the development research center of the state council in China. He’s written 
extensively on China’s foreign economic policy, globalization, the world 
economy. He did his doctorate at the School of Economics at Peking 
University after completing a Masters at Macquarie University in 
Australia.  
 
And then, our third panelist will be Mr. Huo Jianguo, also of course, from 
China. He is the President of Chinese Academy of International Trade and 
Economic Cooperation in the Ministry of Commerce. He has spent a 
number of years in the Ministry. He was deputy director of the 
Department of Foreign Trade in the Commerce Ministry where he was 
deeply involved in China’s entry to the WTO. Engaged in those 
negotiations for a number of years and also involved in their APEC 
participation. He worked for a while in the economic office of the state 
council and did his PhD in Economics at the Nankai University’s 
International Economic Trade Institute. Both mister Fang and Huo have 
contributed to the report that the China Development Research Foundation 
is releasing here today. You have copies of that. They will give us 
summaries of their papers and then be prepared to discuss this range of 
issues with the audience.  
 
So we’ll start with Simeon Djankov, then Mr. Fang, Mr. Huo. And each of 
them [inaudible 00:23:15] here maybe. And then after you each speak then 
we’ll go up to the panel and answer questions from the audience. So 
Simeon just start it off.  

 
Simeon Djankov: Thank you, Fred. Thank you all for coming. I will make a few remarks to 

start this conversation largely based on the booklet that we are putting out 
today. As was mentioned, a month ago we already presented some of these 
findings in China. To me, what’s most perhaps useful for this, in preparing 
this book and in the discussion that follow, it’s just some fact finding. 
Basically, trying to understand what this initiative is about. It’s a relatively 
recent initiative with remarkably little public information, both on 
motivation, on scope and on what it is supposed to cover in the future. I 
rarely say this, but in this particular case, knowing Russia helped a lot 
since for some first, perhaps competition reasons there was a lot material 
in the Russian language that I was able to find in English on this topic.  

 
 And it consisted of two distinct phases. Before 2014, before the West put 

some economic and financial sanctions on Russia, the tone of the Russian 
media was distinctly chilly on this topic. Basically that it’s not a good 
initiative, that it’s an initiative that replicates a lot of other initiatives, 
particularly led by Russia. So for these reasons Russia is not going to be 
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an active participant. And after the financial sanctions of 2014, suddenly 
the tone changed and Russia became a very big admirer of this initiative, 
indeed proposing some additions to how it can develop.  

 
 So in making my initial remarks I would like to really structure them and 

to present to you three points. The first point of what we understand about 
the motivation behind this initiative. So what is the One Belt, One Road 
about? The second point is what are some of the challenges that we see at 
least from our perspective today? And third I already mentioned, how is 
the view point of one of the largest countries and largest economies in the 
region that is covered, that is Russia, how has it changed? I already 
mentioned how has it changed. And what Russia thinks of this initiative in 
terms of motivation which you would notice is substantially different from 
what both, the west thinks of this initiative and perhaps the initial 
motivation coming from China. So three points. 

 
 First point on motivation. There is of course motivation that has been put 

forward in some of the documents that present this initiative in China and 
around the world, but from an economist perspective, we could get 
sufficient evidence to suggest that there are basically three main reasons, 
three motivations for starting this initiative. The first one can be called 
trade policy, trade basically inspired motivation, which is essentially to 
export construction services. So the logic approximately like this over the 
last couple of decades at least, China has been very successful in building 
up its infrastructure and having infrastructure investment led growth 
account for a large part of its overall growth.  

 
 That seems in more recent years to be slowing down and hence, an 

initiative to export some of this construction ability. Both in terms of 
investment that can support it abroad in terms of construction companies 
that are now apt at building particularly large infrastructure projects. And 
also, some of the know-how that comes along with building very, very 
large infrastructure projects. And indeed if you look at some of the 
projects that we know about and where there is sufficient public 
information. There is some analysis that suggest that about in a ¾ of the 
projects that already have been completed or on-going under the One Belt, 
One Road initiative. In the contract signed the explicit requirements for 
using Chinese companies, Chinese know-how, Chinese machinery and 
Chinese, or at least in part, Chinese financing for doing the particular 
projects in all the 65 or so countries that are already part of this initiative.  

 
 I should say that this area has to be researched a bit more since some 

countries to put out publicly some of the documentations. Russia has been 
a surprise to me at least, in that regard of putting quite a lot of information 
on the projects that are already on-going in Russia. Kazakhstan has put 
some evidence in the public domain, but from a number of other countries 
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we still don’t know in terms of public procurement what exactly the 
projects entail. But the first motivation is essentially exporting 
construction services to the One Belt, One Road countries.  

 
 The second motivation is basically to use this initiative and the financing 

that goes with it to basically make a push, support the Chinese currency in 
becoming a more global currency. And you can see this motivation 
expressly written sometimes in documents, but that’s why I started my 
discussion with Russia, especially after 2014, the financial sanctions that 
were imposed on Russia. Suddenly this second motivation was warmly 
embraced by Russia and later on by some of the other countries in the 
region to basically suggest that this is not just a way to make the Chinese 
currency more prominent in the world, but this is actually a way to deal in 
local currencies. So many of the projects that we have again, seen public 
documentation on, for example in Kazakhstan, I mentioned in Russia, in 
some other parts of Asia expressly avoid using the dollar as the currency 
for basically making these transactions. They’re either in Chinese currency 
or combination between Chinese currency and local currency. With time 
this motivation seems to becoming a bigger and bigger part of the 
rationale, not just of China, but of other countries participating in this 
initiative to be part of the project. 

 
And the third motivation initiative that I would like to mention on the part 
of China in developing the One Belt, One Road initiative is essentially to 
secure its -- not just energy needs, but generally speaking, it’s resource 
needs. So if you look at the projects that have been financed so far, about 
80% or so have something to do with either oil and gas or other natural 
resources that are flowing towards China. So a lot of the projects in 
Central Asia have this feature, a lot of the projects that are essentially 
connecting China to Europe have, on the way at least, through Russia have 
this feature essentially securing new, sometimes new sources of resources 
for China, sometimes old ones, but much closer and much more efficient 
logistics about getting them to their users.  
 
And I think this last motivation is very useful to consider over time as the 
price of some of this natural resources has changed tremendously over the 
last couple of years, certainly since the project started, which may have a 
large effect on how it develops over time. I should say in closing on this 
point that there about 20%, 25% of projects that so far at least, have been 
signed that do not have this feature of being related to natural resources. 
So there are a number of projects that range from nanotechnology in 
Russia to real-estate development in Sri Lanka to suggest either 
diversification on the positive side or like a focus on the not so positive 
side. Let’s hope that it is the form. 
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I’ll then briefly like to mention some of the challenges that are starting to 
arise, even this brief four, five years since the project has been generating 
some actual infrastructure and other projects. The first challenge that I see 
is how you actually can evaluate which projects to invest in and which 
projects not to invest in. And this is from a couple of viewpoints. The one 
viewpoint is that while this is a fairly large initiative, Fred mentioned that 
so far it’s nearing about 400 billion dollars in terms of investment, actual 
projects that are completed or are under way, the ambition is to reach 
about four trillion dollars in terms of investment. At least this is what the 
documentation that we have seen suggests, which is equivalent to the 2015 
foreign currency reserves of China. Just to give you some benchmarks. So 
a fairly large project. 
 
But in terms of financing this, we have counted nearly 40 financial 
institutions to date that are somehow involved in financing One Belt, One 
Road initiatives starting from bank of China and national budget of China 
that for example finances the a new fund that was recently established 
called new Silk Road fund to the relatively new Asia Infrastructure and 
Investment Bank, to the relatively new so-called BRICS Bank, the new 
development bank that hasn’t yet started investing in projects of the new 
Silk Road Initiative, but intends to the new tune of about 12 billion dollars 
a year. These are the documents that the bank itself has put out to the 
China Agricultural Bank to a number other financial entities. 
 
So in total, about 40 currently have either already financed projects or are 
in the process of developing their projects. In having so many players on 
the finance side, the natural question is, “Well, how do they have the 
methodology that decides which projects to invest or not? Do these 
methodologies differ?” And more importantly, as I have mentioned, how 
will this methodologies basically address the issue of rapidly falling or 
fallen rather natural resource prices that we have seen over the last two 
years. And would that imply that a number of the projects that already 
have been signed, but are not yet implemented, a number of them in 
Central Asia, would that mean that they’ll go through or somehow they 
would be postponed or even canceled. So that’s I think to me, the big 
question mark on challenges.  
 
The other one is that on the one hand there are a number of countries in 
this initiative that do welcome additional sources of finance, some of them 
this is the major source of infrastructure finance. In other regions, in my 
own region of Eastern Europe, many of the countries have the choice of 
European Union financing versus new Silk Road financing and there is a 
competition going on on which source of finance to use. And in that 
competition the early success stories or failures funded by the new Silk 
Road initiative are under the microscope. There is one such project 
mentioned in our study in Poland, which happened to be very politically 
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important for Poland at the time. It was a road part of the European World 
Cup in soccer championship and since you know that Europeans are very 
excited about soccer they very much needed this road. It was the first large 
project funded and implemented by a Chinese company in Eastern Europe. 
And by and large you would see the detail in the booklet it failed.  
 
And that project has carried every time that the new Silk Road initiative is 
mentioned in Europe. The next sentence is, but remember the Polish 
project and what happened there. So early successes, in other words, are 
very important to be able to highlight the importance of this project in the 
future. And I’m sure there are going to be a number of successes. I’ll 
finish just with this final comment on Russia. I mentioned at the beginning 
that initially Russia viewed this project as a competitor to a number of 
initiatives. Actually, the Russian foreign economic policy is not that 
coherent either, or perhaps less than others. So they have a number of 
projects in the Central Asian region and many of the other countries 
involved here.  
 
So until about mid 2014 this project was viewed as distinctly competitive 
project and hence, not to participate in it and not to encourage other 
countries to participate in it, to the contrary, to discourage some countries. 
That view changed in late 2014, early 2015 and Russia I would say has 
become a one of the most enthusiastic supporter of this project with a 
number of specific infrastructure projects already signed and some of them 
even on the way to implementation. But in going through this process 
Russia has highlighted two issues. One that I mentioned, which is local 
currencies. Avoid, or maybe not avoid, but use your local currency in the 
projects that you develop. To what extent this is meaningful or not perhaps 
we’ll have in the discussion that follows. 
 
But the second point, I’ll finish with that one, is a relatively new one. Only 
in the last two or three months you see this commented by very high level 
public officials in Russia which is to say that the new Silk Road project is 
the counter to the TTIP and TPP projects that are seen at least by Russia as 
part of the American foreign policy arsenal to essentially unite or bring 
together Europe and America on the one hand, and Asia and America on 
the other hand. And Russia is pointing out is that the success of the One 
Belt, One Road initiative will bring Europe and Asia together, the 
Eurasian economic community if you like, together and if it’s successful it 
is a good political and perhaps economic counter to the attempts of the 
United States to separate, if you like, Asia and Europe.  
 
To what extent this is a valid point, either from a trade policy perspective 
or other foreign policy perspective, I’m not clear yet, but I just wanted to 
point out that as the project is taking hold and developing, a number of the 
actors have their own views on how it can be used for their economic 
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development perhaps, but also for foreign policy. I’ll stop here, Fred. 
Thank you.  
 

Fang Jin: Good morning, it’s great to be back at the PIIE and see so many familiar 
faces. I’m going actually make two very short presentations. One on the 
rationale behind the Belt and Road initiative, the other is on the 
implications of this initiative on China EU relationship. The paper which 
was written by a colleague of mine, but couldn’t join us today. So I 
prepared some very simple slides to get through the discussion.  

 
 So why did China and President Xi Jinping make this proposal at this 

moment, at this time? I’m sure many of you today have your own take and 
there are various research papers written as to why China proposed this 
idea, but I would like to highlight three very important areas. I think while 
to begin with, I think that the One Belt, One Road initiative is a grand 
vision and by grand I mean, it’s very broad in scope. It covers a lot of 
areas, a lot of sectors, of course a lot of countries and regions, but it’s also 
long-term in time. So it may take years and even decades to accomplish 
the stated objective of the initiative. So we shouldn’t jump to conclusions 
too quickly about the initiative. Well, first of all the initiative will have a 
significant implication for China’s future opening up strategy. I think 
probably everyone in this room agree that China’s economic miracle has 
largely been built upon our successful implementation of the opening up 
strategy and participating in world economic activities and also the global 
[inaudible 00:43:47] chain. And China is perhaps the main beneficiary of 
the last round of globalization, but in the wake of international financial 
crisis of 2008 I think the world economy has entered a phase of 
transformation and adjustment. And the growth is stagnant across the 
world and trade and investment protectionism is certainly on the rise. 

 
 So China urgently needs to formulate and carry out a new round of 

opening up strategy to fuel domestic growth and upgrade its industrial 
structure and further improve its economic and trade ties with its partners 
so as to create a fertile environment for China’s peaceful development. I 
think first of all, as a result of China’s Belt and Road initiative China’s 
opening up even more balanced and sustainable. Because in the past 
China’s opening up has mainly focused on Macau, Taiwan, Hong Kong 
and also, advanced economies in Europe and the US, North America. But 
now we’re going to move, we’ll open up further to developed countries 
and emerging economies to our north, to our south, to our west.  

 
 So the opening up layout would be more balanced and sustainable. And 

secondly, the Belt and Road initiative will also enhance a degree of 
openness, hence economic development in border and hinterland areas in 
China because in the past coastal areas in China have taken lead in 
development and opening up. Though that is economically reasonable it 
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produced a very unbalanced regional development in China. So once the 
Belt and Road initiative kick-starts China will shift focus on inland and 
border areas; therefore making a more balanced opening up and 
development situation for China. And actually the local governments in 
China very enthusiastic about Belt and Road initiative. Wherever I go to 
this border areas local officials, researchers, business people are all very 
eager to learn and to act on how to benefit from the Belt and Road 
initiative to develop its local economy, this is often neglected by outside 
observers.  

 
 And thirdly of course, the Belt and Road initiative will further enhance the 

scope and depth of China’s opening up because we’re not only going to 
concentrate on traditional mechanisms of opening up such as trading 
goods, cross border investment. The initiative will also develop 
cooperation on trade and services, ecommerce, industrial development, 
infrastructure and activity, trading investment facilitation, information, 
knowledge sharing, causing exchanges to people-to-people 
communication. It will certainly inject new meaning to China’s further 
opening up and comprehensively enhance China’s opening up scope and 
depths.  

 
 Secondly, I believe the Belt and Road initiative will promote regional and 

more economic growth. Today’s world economy, situation is very difficult 
and complicated. It is in serious need of new entry of growth. I think that 
the Belt and Road initiative, by allowing different countries to cooperate, 
open up their markets and achieve minimum results can become a new 
engine for growth for the world economy to embark on a strong, balanced 
and sustained growth path. And China enjoys particular advantage due to 
it adequate foreign exchange reserves and strong production capacity and 
China’s right now actively engaged with many trade partners by building 
the so-called six economic corridors which will become a physical barrier 
of the Belt and Road initiative. In addition, the upgrading for China 
ASEAN free trade zone, the negotiation of the free trade agreement with 
the Gulf Cooperation Council of Arab states and also the regional 
comprehensive economic partnership and many other regional economic 
agreements will also be very useful complements to the Belt and Road 
initiative. 

 
 And many countries, including China have shifted their focus of 

cooperation from trade and investment to infrastructure construction to 
energy cooperation to industrial cooperation, financial cooperation also 
promoting tourism and cultural exchange. The China national tourism 
administration has already designed over 200 key projects related to the 
Belt and Road for the next three years to come. And it’s estimated by 
Earnest and Young that in the next five years countries along the Belt and 
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Road initiative will receive one of 30 million visits from China with over 
$200 billion spent.  

 
 Lastly, I believe the Belt and Road initiative will make positive 

contribution to the orderly development for the global economic 
governance. We all know the current global governance system is 
inadequate in addressing the issues with this today, especially the global 
issues. And China as the second largest economy in the world with a high 
degree of openness and fast growth. It has caused far reaching influence in 
many parts of the global economy, including trade, investment, finance 
and energy. And after the new leadership of President Xi Jinping came 
into power in China, China has placed the participation in global 
governance as an integral and important mechanism for China’s opening 
up strategy and the Belt and Road initiative, I think, is an important 
breakthrough for China to participate in global governance.  

 
 First of all, the initiative sets an example for establishing international 

cooperation pattern featuring openness, pragmatism, inclusiveness and 
[inaudible 00:50:33] solution in contrast with some exclusive international 
governance mechanisms, the Belt and Road is an open system in which all 
countries can participate. And instead of establishing monetary roadmap 
or timetable, initiatives allow what proceeds from specific projects -- 
allow different countries along the Belt and Road, they can determine the 
timing area and the channel of participation. And secondly, I think the Belt 
and Road initiative is an effective platform for global governance 
connecting the most dynamic East Asian economies at the one end, 
Eurasia in the middle and also, advanced economies in Western Europe. I 
think it provides a platform for important emerging market economies to 
have a dialogue and cooperation with advanced economies and strengthen 
their communication and cooperation in addressing regional and global 
issues.  

 
 And thirdly, I think the Belt and Road initiative brings new opportunities 

for cooperation between China and the US as secretary general Lu 
mentioned. The US actually was the first to propose the new Silk Road 
initiative, which shares a lot similarities between the new Silk Road 
initiative and also China’s Belt and Road initiative. I do believe the 
prosperity and stability of Eurasia and also, of course, Asia Pacific and 
Europe in general are in the interest of both countries. So I think the two 
countries can work together. President Xi Jinping on his visit to the US 
last year also welcomed US participation in the Belt and Road initiative. 
So I think that two countries can work together to inject new vitality into 
the economic development of the Eurasian [inaudible 00:52:42] road.  

 
 So in summary, I think the openness, the features of the one Belt, One 

Road, which is openness, inclusiveness, cooperation and win-win, perhaps 
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the main contribution to lower the development of the global governance 
system.  

 
 Next I’m going to make a very short presentation on the implication on the 

China-EU relations. This paper is written by Dr. [inaudible 00:53:14] of 
the China’s Center for Contemporary World Studies, the International 
Department for CPC. Unfortunately, he couldn’t join us today. But 
actually, he was here a few days ago at the [inaudible 00:53:30] University 
joint conference on One Belt, One Road. So we now know the rationale or 
motivation of why China launched the Belt and Road initiative. What 
about Europe? At the moment, Europe is facing a convergence of worst 
crisis since World War Two in words of China’s foreign minister Frank 
Walter-Steinmeier spanning from the European sovereign debt crisis, the 
potential split of the EU and also refugee crisis and also the threat of 
terrorism.  

 
 And the Belt and Road initiative is enormously consequential to China and 

EU relations, and Eurasia at large. The initiative would deepen the 
connection between the East Asian economic circle and develop European 
economic circle and the other. And it can also tap development potential 
of countries in hinterlands of Asia and in the new Europe. And EU plays a 
pivotal role in China’s global diplomacy and you had been [inaudible 
00:54:55] trade partner for 12 consecutive years and there’s no 
geopolitical conflict between China and EU. In recent years, the two sides 
are seeking to rediscover each other and explore new paths tailored to their 
respective objectives and mutual interests. The Belt and Road initiative 
aligned with existing China-European cooperation agenda and this 
initiative can enrich the EU-China comprehensive strategic partnership.  

 
 First it would definitely deepen the bilateral economic trade investment 

ties. They can work together to push ahead with new Eurasian [inaudible 
00:55:35] and other international economic corridors. And also, two sides 
can make substantial progress in production capacity and third-party 
cooperation.  

 
 And since 2014 the Belt and Road initiative has become the password 

during EU-China high level dialogues and occupies an important position 
on the policy agenda. First on the EU level the two sides decided to 
integrate the Belt and Road initiative with the Juncker plan and establish 
China Europe joint investment fund. And China became the first non-EU 
country to announce its participation to the Juncker plan. And also China-
Europe block trains have achieved significant progress further easing 
China-Europe trade bottleneck.  

 
 And thirdly, Central and Eastern European countries play a leading role in 

the Belt and Road initiative cooperation. The construction of a Hungary-
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Serbian railway has started, which is part of dense express passage link in 
China and Europe. China has also put forward a multilateral cooperation 
plan that involves ports in closer areas of the Adriatic Sea, the Baltic Sea 
and the Black Sea and aims to create a triple win scenario combining 
China’s equipments production with the old Europe advanced technology 
and Europe’s markets.  

 
 And firstly, the United Kingdom, France and other EU members also 

provide support of the Belt and Road initiative. There has been heavy 
participation for Western European countries in the formation of the AIIB 
and also in June 2015 China and France signed a joint statement on 
cooperation on third party markets, which is the first such agreement 
between China and western countries. And there’s also cooperation of 
development financing between China and 16 Eastern European countries, 
central Eastern European countries. However, there are some challenges, 
so-called trust deficits and also increased economic competition between 
China and European companies. And also there are obstacles for China’s 
companies operating in the EU with respect to standards and mechanisms 
and loss. I think Simeon mentioned the failed Polish project by a Chinese 
company, which I think is largely because of its unfamiliarity with 
European regulation and regulatory environment.  

 
 Of course, there are also political and security risks, but in any case, I 

think the Belt and Road initiative presents a great opportunity for China 
and Europe to deepen its cooperation and promote prosperity and stability 
in the region. That is the end of my presentation and I welcome your 
comments. Thank you.  

 
Huo Jianguo: Good morning, ladies and gentlemen. I’m glad to be here with the 

Peterson colleagues to discuss One Belt and One Road. You can see in the 
CDRF material on page 23rd there is a paper called The Financial Support 
for OBOR. That’s my paper. So for this idea, I think, it had been put off 
there have been two years because that’s the first time me and 2013. But it 
is formally started I should say last year in May, in March because 
Chinese government issued region and action paper on One Belt, One 
Road. That means it’s formally started. And just in last year, I assume we 
have done a lot of work on the One Belt, One Road. 

 
 Simply summarize. I think there are four works it’s needed to mention 

here. One is the strong consensus on the One Belt, One Road because 
during last year, the Chinese high ranking leaders, including Xi Jinping, 
the president and also the premier Li Keqiang. They visited more than 30 
countries respectively and all touched on the One Belt, One Road and it 
caused a lot of consensus on this idea. And China strives the cooperation 
and the integration reach the different countries’ strategy. So I think that 
result is very good.  



 16 

 
 A second, we should notice that infrastructure connection, I think, it has 

been a promoted and, I think, the progress is very smooth and we got a lot 
of progress. As planned, there are six lines for the One Belt, One Road. 
One is China-Mongolia and Russia. The second is China mid Asia and 
south Europe. And the third is China and Pakistan. And the fourth is China 
India, Myanmar and Bangladesh. And the fifth is the China and the 
southeast Asia. So there are six lines about infrastructure. And also China 
strives on the buildup and the construction of infrastructure construction 
with the neighboring countries we have done a lot of work. And the third 
is trade and investment. And also trade and investment it includes the 
industrial cooperation pact. That means we set up in different countries 
along the Silk Road.  

 
 Now, because this is covered by the Ministry of Commerce, we find from 

the statistics the business along the Silk Road countries that trade and 
investment are growing faster than some areas, other countries. So it goes 
very fast. As in the fourth is the financial support. You know the AIIB is 
established thus mostly and also have we have the Silk Road Fund, it 
started to work. So I think that means the financial support is ready. So 
from those aspects we can see the Silk Road, the initiative is under way. 
It’s doing very good and the beginning, I think, is a good start. But it never 
means it’s easy. I think it’s hard work and it’s not so easy. At present 
situation it’s still a lot of changes and the challenges is probably from the 
last year. We know the first challenge is the world economic situation. The 
world economic situation became more complicated and also, for the 
developing countries more difficult. So this turbulence and now not so 
even recovery we can see from the world. And also, the commodity 
market and the financial market are fluctuating very big. So that all caused 
influence on the Silk and Road countries.  

 
 And second, as in the it’s difficult for the Chinese companies to join and 

to select the project and also the how to get down for some constructions, 
that’s very difficult. Because most of the requirements, the demand is 
coming from the mid-east, but for mid-east it’s not so easy to build a road 
and a railways, because the environment, there is not very good. It’s hard 
work. And the easy way is in the southeast Asia because the conditions 
there are very good. But the situation in southeast Asia is more 
complicated and China they’ll do a lot of work to get the beat of the 
constructions. So maybe you heard the Indonesia and Thailand there are 
two railways. So up to now they haven’t decided finally. They’re still 
under negotiation.  

 
 And the third is I see we are difficult facing the financial market and for 

the financial cooperation it’s very difficult now. Despite the situation it’s 
more complicated and market is not so smooth. It’s fluctuating too much. 
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So it’s harder for the American. They are increasing their interest rates. So 
I think there are some influence on the world market. So at that time if we 
want to get more financial support from the world market that we feel very 
difficult.  

 
 And the fourth it it’s very difficult for China to [inaudible 01:06:58] the 

collaborations which the world financial institutions and especially 
difficult for us to resume RMB bond. So that’s difficult because that 
difficult depends on the Chinese reforms and also the AIIB’s work. If they 
work they can [inaudible 01:07:19] some progress which the world 
organization may be [inaudible 01:07:24]. Last week I heard the news 
reported that the AIIB signed the contract with the World Bank. They 
promised to cooperate with each other. I think that’s good news because 
China needs to cooperate with different international, financial 
institutions. Otherwise it’s very difficult. We can’t only rely on our AIIB. 
And also, the capital is limited. 

 
 And the fifth is it’s more complicated the regional conflicts and the 

[inaudible 1:07:58] politics. So recent years we see the EU situation and in 
the Middle East. Even in southeast China, in the southeast Asian situation 
is not so simple, it’s getting more complicated and they influence each 
other. And the countries are trying to stand on each side or to stand down 
to fund their stand. But for the future, I think, the Belt and Road is a still 
[inaudible 01:08:38] we’re getting further and we will develop and have a 
more influence on the world. Because that’s, I think, it’s a good way for 
the countries along the road to join in it and we find most of the countries 
along the road are interested in joining this One Belt, One Road. Maybe 
they hope China will invest a lot and they will rely on the financial 
support. That’s true, but on the other hand, we find the ways to cooperate 
and as Chinese stressed that the inclusive mutual benefit, how to 
strengthen the infrastructure I think it’s easy to be accepted by all the 
countries. So that’s the, I think, still a way to push the One Belt, One Road 
forward.  

 
 But on the whole, I think, this depends. Finally, will depend on the 

Chinese economy, the performance of Chinese economy. If China 
determines to continue to get reforms and opening to the outside world it’s 
probably to get further reforms for the market oriented then China’s 
economy will keep on steady and will cause sustainable growth. That will 
be the safeguard for One Belt, One Road. And so for China it’s clear will 
make choice of further reforms and opening up.  

 
Fred Bergsten: Could we go to the panel now? Are you finished? 
 
Huo Jianguo: Nearly finished. So why [inaudible 01:10:42] for China’s development. 

Second is it will depend on the RMB internationalization. If RMB goes 
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smooth. It will help the One Belt, One Road. And the third, I think it will 
depend on the AIIB, the financial institutions. If they go smooth and fund 
more cooperations, that will be good for the Belt and the Road. And third, 
I think the insurance company will better to join the One Belt, One Road. 
If the insurance joining is good for the company there are a lot of Chinese 
companies invested in One Belt, One Road, but in some way there are still 
some risks. So if the insurance company comes in it will be good for 
companies. So that’s all for my paper. Thank you. 

 
Fred Bergsten: Thank you. I would just open with one question and then open it up to the 

floor, we’ve only got a few minutes. There were different perspectives on 
the motivations for the project. Simeon focused I think, primarily on 
China’s own economic goals, and our two Chinese speakers and Mister Lu 
in his opening remarks talked a bit more about contributing to the 
expansion of the economies of the countries involved, contributing to 
better global governance and strengthening mutual cooperation. These are 
not inconsistent, but they are different emphasis. So Simeon, let me ask 
you to respond to the motivations that were outlined by our Chinese 
speakers and may I ask Mister Fang Jin to respond to Simeon’s focus or 
China pursuing its own economic goals.  

 
Simeon Djankov: Let’s be very quick. It’s certainly the case that the success of some of the 

projects, particularly, I would say in some of the smaller countries, would 
increase in some cases tremendously economic growth in these countries, 
In the booklet we have a case study from Georgia in the Caucuses where 
the government has been one of the most enthusiastic in the region in 
pursuing new Silk Road projects. And there the calculation is that the 
current two projects that are already under signing with various Chinese 
financial backers, the two projects alone, one is a railroad project, the 
other one is a port project, will increase for the next decade or so the GDP 
of Georgia by about 1.5 percentage points a year on top of what it is. So 
for a country like Georgia this is very substantial growth, but for other 
countries I think, the evidence is still out to what extent these projects are 
in sync with their own priorities and to what extent there simply an easier, 
sometimes cheaper and more secure, most importantly, way to on the one 
hand export natural resources towards China on the other hand basically to 
secure some funding that otherwise would not be available.  

 
Fred Bergsten: Mister Fang.  
 
Fang Jin: Yes. First of all, I would like to say that China is doing this not because 

it’s unselfish and certainly, we’ve made this proposal because it can 
benefit China’s economic development, but we believe the benefits will 
come from a better global governance system, a better collaboration with 
our trade investment partners and a better, or improved global economic 
environment. I agree that the three motivations mentioned by Simeon are 
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all legitimate, either it’s trade, RMB internationalization, or secure annual 
supply. As a matter of fact, in the afternoon panel, two of our colleagues 
from China will present on the implications Belt and Road initiative on 
RMB internationalization and also, energy supply, but it seems to me there 
are more like secondary benefits, or as a result of the things, the areas I 
mentioned. And I also I think RMB internationalization and energy supply 
are secure or more sustainable value supply, are not only good for China, 
but also for countries engaged in those activities. Thank you.  

 
Fred Bergsten: Okay. The floor is open for questions and comments. Just identify 

yourself. We’ve got a traveling mic, we’ve got a standing mic in the back. 
And identify yourself and try to be succinct. One, two, three, four. Yes.  

 
Speaker: Well, thank you very much. I’m [inaudible 01:16:30] from the Carnegie 

and Diamond, previously from the World Bank. And thanks to all the 
speakers for their contributions. The first question I have is it’s very good 
to know about the objective of contributing to global governance of the 
OBOR initiative, but what about the governance, the internal governance 
of the OBOR initiative? What are the structures in place to actually 
coordinate the OBOR initiative within the Chinese government? I 
understand the leading group, which has been put in place in the NDRC, 
but how is this group structured, what are its powers, how does it 
coordinate the 40 financial institutions which Simeon mentioned? So how 
is this all organized within China? 

 
 Secondly, nobody’s mentioned the very interesting development that the 

Belt and Road initiative has had in crowding and additional finance? So 
Japan is now –has announced a new initiative to contribute a $110 billion 
through [inaudible 01:17:26] for Asian infrastructure. So that’s an 
interesting development and similarly we’ve had the AIIB lead to 
reactions from the Asian Development Bank and the World Bank. So 
that’s also very positive contribution. So I’d like to hear your views on 
that. Thank you. 

 
Fred Bergsten: Let’s take first these four questions together then come back. You go 

ahead. 
 
Susan Lawrence: Susan Lawrence with the Congressional Research Service. I have quite 

specific question for our Chinese colleagues. At the National People’s 
Congress in March the premier and the head of the NDRC Xu Shaoshi, 
both spoke at some length about the Belt and Road, but also about a 
separate initiative, this international cooperation on industrial capacity and 
they seem to be sort of similar and overlapping and I’m wondering if you 
can explain the relationship between them? So as I understand it, the 
industrial capacity project, the idea is to be exporting industrial capacity to 
other countries. Sometimes this are industrial production lines that may be 
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are not needed in China anymore to export them to other countries so that 
China can upgrade internally. And the other goal, as I understand it is to 
take some leading, cutting-edge Chinese technologies and make them go 
global by having demonstration projects like the high-speed rail line in 
Indonesia which is also a Belt and Road project or like the railways in 
Thailand and one other country there. Anyway, which are also Belt and 
Road projects. So what is the relationship between these two clearly very 
big projects that the government is very committed to? How do they 
relate? 

 
Fred Bergsten: Okay. Nick, why don’t go ahead and then lady in the back, why don’t you 

go to that mic in the back? 
 
Nick Lardy: Nick Lardy, Peterson. My question’s very simple, but probably hard to 

answer and that is when some of the papers have quite a bit of information 
about how much money is being allocated or invested in various projects. 
And I was particularly interested in accounting that China Development 
Bank had by October last year had financed 400 projects, financing about 
a 100 billion US dollars. So this kind of approach seems to take any loan 
that’s going to one of these 65 countries and counting it in the One Belt, 
One Road system, but my real question is what’s the additionality? A lot 
of this stuff was started before One Belt, One Road was announced. Some 
of it would have been done anyway. So what’s the order of magnitude, 
what can we say about how much of this was ongoing anyway and how 
much of it is really additional above and beyond what would have been 
done?  

 
Fred Bergsten: Okay. Go ahead, fourth question in the back then we’ll come to the 

panelists.  
 
Denise Carpenter: Hi, Denise Carpenter with the US Department of Commerce. Simeon 

mentioned that three quarters of the projects under the One Belt, One 
Road are -- the contracts are tied to Chinese companies and know-how in 
products and I’m just wondering how there has been a lot of emphasis on 
how we’re going to mutually, economies are –it’s going to be mutually 
beneficial. I’m wondering how you reconcile if all of this business is only 
going to Chinese companies? What are the benefit to the local economies 
where these projects are happening? What is their participation if contracts 
are tied to Chinese companies? And also, how do you find out about those 
projects if they’re not all tied to just Chinese exports and contracts, how 
do other countries and companies find out about those projects if they’re 
interested in bidding?  

 
Fred Bergsten: Okay. A lot of those questions I think are for our Chinese friends. Mister 

Fang, would you like to? 
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Fang Jin: Maybe Mister Huo.  
 
Fred Bergsten: Mister Huo, sure.  
 
Huo Jianguo: I’ll talk the government function. That’s a good question because in China 

we often discuss on this topic. How the government role in this One Belt, 
One Road. Because the initiative is put out by the government. So all the 
different provinces and all the companies are dominated. So they often say 
the government won’t be dominate all the One Belt, One Road 
constructions. The government should build up the platform for the 
companies to donate. That’s important. And also, the company dominated, 
it should be market oriented. It can’t rely on the government. So some 
principles I think now is getting clear.  

 
 So in China from national development reform committee and also, 

Ministry of Commerce and also Foreign Affairs Ministry, these three 
ministries are working together. They have a coordination group. That’s 
only for coordination, not for the specific work. Because you see, China 
now has many railways shipped to different countries, especially to 
Europe. So if they got too many railways so they need to coordinate and 
not for one province, for one railway. So that’s too much. So they are 
trying to solve the problem.  

 
 So I think in future that market will decide it because for the companies, 

when they invest in the Belt And Road countries they will be responsible 
for their own losses. And so sustainable development depends on the 
company’s losses or not. If they don’t have losses they will continue to 
invest. If they have losses then since it won’t be easy for them to continue 
to do it. So that’s it. I don’t know, but I got it clear.  

 
Fred Bergsten: Simeon, you want to come in?  
 
Fang Jin: Oh, please, you first.  
 
Simeon Djankov: I’ll switch to the last two questions. So if you still have on the first 

questions? 
 
Fred Bergsten: Yes, we have to wrap up because we’re about to our lunch hour, but go 

ahead and answer succinctly as you can. 
 
Simeon Djankov: So on the last two questions. First Nick’s question. From 2015 there was 

official statistical announcement that 41% of all China funded projects or 
projects funded by Chinese financial institutions belong to the One Belt, 
One Road. So this is the official statement. How much of this would have 
happened otherwise, I think, as economist I would go at two levels. First, I 
mentioned that while a lot of the projects are infrastructure there is about 
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20%, 25% that are not infrastructure. There projects, from what I’ve seen 
them in Eastern Europe, in Russia the latest one is four billion Euro for the 
Juncker initiative. I would count as that it would have happened anyhow. 
So they are not related to the substance of this project. It’s just a 
convenient title for them.  

 
 So at least 25% in other words I would immediately say would have 

happened anyhow. Of the remainder, let’s say three quarters, that are 
mostly infrastructure projects how much of that would have happened 
without this project I would say the majority would have happened 
without this project because many of the projects that are now, let’s say, 
graduated actually started before the initiative itself and then later were 
let’s say subsumed by this initiative. But the big confusion is that so many 
actors on the financing side participate that they report, I think, the same 
project for different purposes. As actually the World Bank does and some 
other international institutions. And lastly, on the last question on 
contracting.  

 
 I was in the Bulgarian government, as was mentioned when the initiative 

started and we had a real issue. We had some very good projects 
suggested, but public procurement in Bulgaria does not allow you to –you 
have to go through the process for any project. So you cannot say who 
would be contracted at the end. So that’s one reason that Bulgaria still 
doesn’t have a single project. It conflicts with the public procurement rules 
in Bulgaria the conflicting evidence as I mentioned that the one study that 
exists says that over 70% of the available projects it’s not exclusively to, I 
should say, Chinese contractors, but Chinese contractors do participate in 
70% of the projects.  

 
 How to make that over time be first transparent, which is not yet in most 

cases or at least in some cases and mutually beneficial, I think, the more 
evidence we have that this project develops, the more pressure it would 
have, including for the countries themselves. That’s why I mentioned a 
case of Bulgaria for it to be open for whoever the best contractors are. And 
I think then the project really would take off. The reason that it’s not 
taking off, at least in parts of Eastern Europe that I know is that it conflicts 
with the prevailing public procurement rules.  

 
Fred Bergsten: Mister Fang, a final word.  
 
Huo Jianguo: I have something on the capacity cooperation. The industry capacity 

cooperation. I think that is a proud idea, a proud concept. It’s not only that 
it means for the Steels and the Siemens and classes. It also has some high-
end industries such as nuclear industry and also the high-speed railways 
and that’s not only the collaboration with the Belt and Road. It also is the 
European, even American, some developed countries. So you know we 
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have a nuclear cooperation with UK. I think that shows also foreign 
capacity cooperation. But for some of the One Belt, One Road countries, 
maybe they need some Steels or some Siemens. If they need we can help 
to build some. I know in Malaysia we built steel industry only for 30 
million [inaudible 01:28:35]. It worked very good. And these have got the 
efficiency. And also allow the Chinese neighboring countries. They badly 
need electricity. So China maybe to collaborate with them to build some 
hydropowers. So that depends on their need. If they need they welcome 
the investment. We can do it. I think so.  

 
Fred Bergsten: Okay.  
 
Fang Jin: Let me try to answer the questions that haven’t been touched. First of all, I 

think like Mister [inaudible 01:29:12] said, AIIB actually provoked very 
positive contribution from other development institutions and other 
countries. And I think that is the idea, that is why I said the Belt and Road 
initiative sets a good example for improving global governance system by 
providing this idea that the collaboration and win-win, open and flexible 
mechanism to help promote economic development. And also I think the 
Belt and Road initiative is like I said, it’s a grand vision. It requires 
participation from all the countries involved. So also different actors 
should also, it’s open to not only Chinese companies to answer the last 
question, but also to local companies, even companies from other 
countries like the US. And they can certainly participate and benefit from 
this initiative. Thank you. 

 
Fred Bergsten: Okay. Many thanks to the three speakers. They got us off to an extremely 

good start. We will now break for lunch. The luncheon is served at the 
buffet table at the back. Please, go back. Serve yourself. Return to your 
table quickly so that we can then resume the program with the next part. 
Please, join me in thanking three our initial speakers. Good job.                     
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Lu Mai (China Development Research Foundation) 
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Keynote Speech: Lu Mai (China Development Research Foundation) 
 
Adam Posen: So, ladies and gentlemen welcome back from lunch break. Welcome back 

to our friends online to the Peterson Institute for International Economics. 
I’m Adam Posen, president of the Institute and it’s my pleasure to be 
imminently introducing my friend and our colleague Lu Mai, the Secretary 
General of the China Development Research Foundation.   

 
 Before I do that I just want to express my thanks again to my colleagues 

here, Fred Bergsten for chairing the first panel, but especially Simeon 
Djankov and Sean Miner for leading our work on the Belt and Road 
initiative.  And we have, I think, as has been discussed, some excellent 
contributions. This was a classic example with our friends, our 
distinguished visitors from CDRF of the kind of program we have in 
mind.  Fred, I think, explained some of this, but just to be clear we’ve got 
an arrangement with our friends at CDRF that every year –we’re now 
going into our third year, we’ve just agreed on the topic. We pick a topic 
of common interest to both the CDRF and PIIE and of interest to both the 
US and China. And we set about independently doing our work on this 
joint topic. We’re in communication throughout the year, but it’s 
independent. CDRF is responsible for the authors and content of their 
work, Peterson Institute is, of course, responsible for the authors and 
content of our work. And the hope is it doesn’t become the classic ping-
pong match of Chinese say one thing and Americans say another, but 
rather that we’re playing doubles on the same side. They maybe have a 
better backhand than we do, but together we cover the half of the table 
well.  

 
And I think that’s very well demonstrated by today’s release of the CDRF 
and PIIE reports on the Belt and Road initiative that our colleagues from 
China -- as was amply demonstrated in the first panel -- are able to give an 
in-depth insight for our audience and for the world of what’s actually 
going on with the Belt Road initiative and what’s involved. And we’re 
able to give a bit of an international perspective in two senses, both 
lessons from previous international efforts of a similar sort, although of 
course, it is a unique effort and implications for the Europe, the US, the 
globe.  
 
We are going to switch things up a little bit now at lunch. As many of you 
know, Lu Mai plays a leading role in the formulation and on-going 
assessment and adjustment of China’s reform efforts. The CDRF as we’ve 
gotten to know in collaborating with them over the last couple of years 
and having had the opportunity to visit them a couple of times is an 
incredibly large and diverse institution which draws on many of the Think 
Tanks in the official sector and elsewhere throughout China. They have 
particular strengths dealing with children’s issues and education and 
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urbanization -- all areas where we at the Peterson do not pretend that we 
have any expertise, but we admire the scholarship. Lu Mai and the CDRF 
of course also sponsor the China Development Forum annually which 
takes place every March, and which I’ve been privileged to attend the last 
few years as has at various times Nicholas Lardy, Jeff Schott and Fred 
Bergsten in the past.  
 
The China Development Forum is actually very important as many of you 
know because it brings together China’s economic leadership with 
business leaders as well as pundits like me and others from around the 
world. And in particular, it serves as a forum for explaining and discussing 
China’s five year plans and the progress towards doing that. 
 
Our colleague Nicholas Lardy said I think it was six months ago, that in 
Chinese the word plan has been shifted to something that indicates a little 
less of the old days of indicative planning and more of the sort of French, 
or even the American sort of goal setting for the medium term. But it’s 
obviously a very important issue. And so, we’re very grateful that Lu Mai 
has volunteered to take us through China in the new five year plan period.  
 
Just a few more remarks about Lu Mai to give him a chance to digest his 
lunch. Lu Mai has been Secretary General of the China Development 
Research Foundation since 1998. Under his leadership the foundation’s 
made great progress in issues of communication, training and research, 
including notably the China Development Forum, but also extensively 
domestically in China. He’s been a huge figure in the area of rural reform 
in China. He was the director of the experimental area office for rural 
reform, Research Center for Rural Development, the state council in the 
late 1980s. He got an MA in Public Administration in 91 from Harvard 
University. I was there too. In fact, we were there roughly the same time, 
but I didn’t know you. He worked as a research associate at the Harvard 
Institute for International Development and at the [inaudible 00:05:01] 
government, from 94 to 95 he was senior researcher on Hong Kong 
Polytechnic. He’s been in Beijing since 1995 when he returned. He’s been 
working at the Development Research Center of the state council since 
then and I think our audience knows the DRC is the key intellectual 
driving force, the official in-house think tank of the China’s government.  
 
At this past China’s Development Forum in March Lu Mai was kind 
enough to put me on a panel about the power of think tanks which was 
chaired by a deep DRC person. And I had to admit that our think tank is 
not as quite a powerful as the DRC, but there are other -- influence, not 
power has its virtues as well.  
 
Anyway, there are many other accomplishments, but I would like to turn 
to the substance. I’m going to ask Lu Mai to give us his remarks on China 
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and the new five year period and then he and I will do a couple of 
questions and take questions from the audience on the record. Thank you 
very much. Secretary General. 

 
Lu Mai: Thank you, Adam. I think about lunch hour talking. We already know 

about the One Belt and One Road. My colleague presented that very well. 
So, I will change the subject. This is the new five year plan. I think if we 
look at China it’s important what we are doing and what’s the trend in 
China. So, this is the subject for China Development Forum and I 
mentioned this to you. 

 
 First what’s in this 13th Five-Year Plan. The second is reform. Third one is 

inclusive, shared social development. Fourth one I will talk a little bit 
about cooperation. China’s 13th Five-Year Plan didn’t get too much 
attention. They look at the current. They look at the 2015, the economic 
growth, but actually it needs to, it’s worth to look at. So, in this period I 
think it will settle the base for the first growth if it’s a successful in 
restructuring the economy and it has achieved its social, development 
goals. So, important period. This is a gross rate. Some people don’t think 
it can achieve, but for government, for the Communist Party this is a 
promise. By 2020 it will double the GDP compared with 2010.  

 
 So, it’s a political issue. It has to achieve it. And to achieve that it depends 

on the structural reform. So, it’s mentioned several areas: service sector, 
value added energy and the high-speed railroad and so on. So, there are a 
lot of new projects in the NDRC’s plan. It emphasizes supportive 
reduction. I will come back to here. And also mentions urbanization. If we 
look at this, it has only reached by 2020 the 6% of the urbanization ratio 
and 45 of them will register with the [inaudible 00:09:03]. So, this is the 
goal. That means that 100 million of farmers that will settle down by 2020 
in the city with the full coverage of welfare. Under environment it’s 
emphasized the energy consumption decreased by unit of GDP. And also, 
its emphasis is on carbon intensive decrease by 60% or 65%. And the 
autos are [inaudible 00:09:44]. They are important and it’s good, but it 
meets with sustainable development goal.  

 
 So, about those goals, what happened now? What about the structural 

reform? Has it really happened or is it difficult? I don’t want to go down 
to each industry, but I will see this restructuring already started if we look 
at some evidence to show that.  

 
 First we’ll look at different regions. If you go to the coastal area that 

includes Guangdong, [Chinese 00:10:35] and Shandong, and the three 
cities, Shanghai, Beijing, [Chinese 00:10:44]. All those five provinces and 
the [Chinese 00:10:49] cities contribute 50% of GDP. And the 
restructuring happening in those areas is quite smoothly if you look at the 
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[Chinese 00:11:04]. If you look at [Chinese 0:11:06]. A new economy 
begin very fast. So, there are some problems still like the steel industry, 
like the coal industry in [Chinese 00:11:20] in Guangdong, Shandong, but 
in general, if you look at those areas it’s not a big problem. That’s the 
reason account for 20% of GDP is grows faster than average like [Chinese 
00:11:41] the bottom one, [Chinese 00:11:45], but they try to catch up. 
Growth rates is more than 10% with a lot of government physical transfer.  

 
 And the third part is the central region, it includes the northeast. These 

areas suffered a lot of from heavy industry like steel, like mining, like oil.  
So, restructuring in this area is starting. It’s a little bit slower, but if coastal 
area continue working in this way I think the central region will also solve 
their problems.  

 
 And this is the new economy index. They see it is about one third of China 

economy now they put in the category of new economy. They are 
knowledge intensive, not capital. And also covered several industries. IT, 
medicine and so on. So, it’s already increased to one third. So, if these 
trends continue, I hope, by 2020 it can reach about 40 or even close to 50.  

 
 If you look at the urbanization we did an assessment for central 

government the last year. It’s quite good. If we look at Shanghai [Chinese 
00:13:42] they’re already above $12,000. That level they said it will slow 
down, but I didn’t see that trend because urbanization happened and 
because domestic market is so huge. 

 
 Third, I’d like to say something about inclusive, shared social 

development. The people worried about this part. The social conflicts, you 
already see the regional disparity what happened in China. China now 
tried to fight with poverty and the government put this in the very high 
priority. Currently, by the government standards 2800 RMB per year is the 
poverty line and below that there is still 55 million people live under that 
poverty line.  

 
 So, that’s the assignment to each government from province, cities, 

counties they have to work on this to solve this problem by 2020. So, 
many of them they already set a goal. By 2017 they have to solve this 
problem. They identify to the household under each county, each township 
and a village how many of these people under the absolutely poverty line. 
So, government now try to help them.  

 
 Last year is reduced to 50 million and this year they will continue. They 

use a strategy why -- is that the development oriented party reduction 
include help them for capacity building, help them with some capital, but 
also include migration. Help them to move from a mountain to the 
township and to have a good opportunity for them. The second, some of 
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them have no ability to work. And also for the elderly. So, social security 
network building. Anybody, I suppose, there are 20 to 30 million of those 
poor people cannot survive always on welfare system. So in the end all 
those people will be covered by the government welfare system. The third 
one is it’s human capital investment. The training for the farmers, they 
plan to do is 40 million and also they emphasize the education system.  

 
 In this area, CDRF contribute some. We do the social experiment at the 

beginning, especially emphasize earlier child development, emphasize 
education and nutrition health. So, we did an experiment and then give the 
policy suggestion to the government. When government accepts our 
suggestions, take our model and a way transfer us to be a monitoring and 
to help government for the large scale implementation. I’ll give you a one 
example. School meal project [Chinese 00:17:57]. Could you hear me, 
[Chinese 00:18:00]? Yeah. We have a three minute video to show one 
village girl what she had— 

 
[Video playing 0:18:34] 
 
 So, this is China in [Chinese 00:21:22] and they still think about energy, 

think about nutrition. And how many of those children, that girl is left 
behind the other children. So, total of them is 60 million, at least one of 
the parents left and work in the city. So, those are the projects. We also do 
some projects like we do the monitoring system of a school meal. We did 
a village early education center with each kindergarten. We set up 800. 
Now the local government including the provincial government follow 
this model. [Chinese 00:22:10] they will set up 10,000 villager education. 
So, and also nutrition intervention and [inaudible 00:22:21] learning and 
we hold a meeting. So, those areas is the government working on for the 
poverty reduction, for the early child development. In this area we also 
learn something from US from your school feeding program, from your 
early start program. Head start program.  

 
 And the last fund I will talk a little bit about is cooperation. Doctor 

Kissinger mentioned during the China Development Forum and then he 
emphasized US and China should cooperate otherwise there will be a 
disaster. So, last year and this year he emphasized this. And the good news 
is many business leaders find it easy to do the cooperation. They are not 
only competitor. This is Jack Ma. This is Mr. Zuckerberg. Before they 
came to China Development Forum I have a headache. Their fellow, their 
team asked so many questions. Who speaks first? What’s the language? 
How’s the seating. Do we invite the media to come or not? All those 
questions every day. But then these gentlemen come together. Simple. So, 
no wear tie, speak first Chinese and then say hello and then follow the 
English.  
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 And so, Jack Ma moved the seats to put Mr. Zuckerberg in the center. So, 
simple. If they make the decision, simple, but if we allow the team 
member, the PR people they always argue, worry. It looks like current US-
China, if top leaders sit it’s easy to dialogue, but if you allow the minister 
of Foreign Affairs, Pentagon to make a decision it will be a headache.  

 
 So, I think there are a lot of areas we can work together, including the free 

trade, bilateral free trade or TPP. So, those areas we can work together. I 
finish here. Thank you.  

 
Adam Posen: It’s terrific to get your insights on what CDRF is doing and through that 

especially what is really happening in China, which is for us, of course, 
something we are insatiable to know. And, as I mentioned, and you so 
beautifully illustrated, you and your colleagues at the foundation are doing 
creative experiment to work on helping the average person in China or 
maybe even the rural person more than the average person.  

 
 I have to tell one quick joke before we get to the substance though. You 

put up that picture of Dr. Kissinger speaking, Zuckerberg and Ma 
speaking. What everybody doesn’t realize is that was the opening session 
of the Forum this year and they were scheduled simultaneously. So, this is 
both very impressive and very frustrating. I don’t know any other event 
where you have Kissinger in one room and Ma and Zuckerberg in the 
other room at the same time. I don’t think even Davos could do that. 
However, I have not yet mastered being in two rooms at the same time. 
So, this is was an actually –if I can suggest maybe you stagger the star 
events a little bit so we can go to more than one next time.  

 
 But anyway, on a serious note. You focused on the long-term and world 

issues and obviously, as Nick Lardy and others, our absent colleague 
Arvind Subramanian have emphasized, we see the frontier in China as still 
to be developed. And therefore, many of us are not as worried about the 
so-called middle income trap as others. Inequality yes, which you’re 
addressing, but not the middle income trap. And obviously, the Belt and 
Road initiative heads west and that’s part of that.  

 
 But here in Washington, New York there’s also a great deal of concern 

under structural reform about the legacy of the past development, the 
buildup of bad loans, the overcapacity in steel, the reliance on coal. Could 
you give us your sense of where structural reform is in that aspect, in the 
need to shrink employment say in the state owned enterprise sector?  

 
Lu Mai: During the last 30 years, China -- the capacity for the industry just like 

[inaudible 00:28:02]. In earlier 1980s I don’t know if you remember, we 
had a problem [Chinese 00:28:13] overcapacity for that and then it’s 
overcapacity for free trade. This happened because the housing. So, 
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overcapacity of steel and the Siemens. This is difficult not like in 1980 the 
free trade or the electricity fund. It’s easy, close some factory, move that 
to other industry. The steel and the Siemens is they expanded too quickly. 
And for this restructuring it’s happened like in [Chinese 00:28:55] totally 
government have fund, 10 million, not 10 million, [Chinese 00:29:03], 100 
billion RMB for those factories to lay off workers or close their factory. 
And it happened, this happened. From Beijing air pollution you can sense 
that improved a little bit by each year and it will get better. [Inaudible 
00:29:29] reform is more difficult. If it’s [inaudible 00:29:32] especially 
like in northeast, in [Chinese 00:29:36].  

 
 In 1990s the [inaudible 00:29:41] is in a very difficult position. Private 

sector grows faster, have profit and the [inaudible 00:29:49]. It’s just a 
loss of money and the wages are very low.  

 
 So, at that time it’s easier to convince the worker. So, you find another 

job, I’ll give you some subsidy. It’s very low subsidy, but the Asian 
financial crisis helped actually for this procedure. They see no hope for 
them to stay in those factories, but now it’s a different story. It’s 
prosperity everywhere, housing and expenditure. So, you see you lay off. 
You go to another factory, but make other people more efficient, higher 
wages. They ask for very high compensation. That’s the problem. 

 
Adam Posen: Thank you. We have a very distinguished audience here so let me open it 

up. As usual, we, and as was explained this morning, we have a traveling 
mic with Jessica up front we have a standing mic at back. Please, identify 
yourself and we’ll recognize you to ask a question. [Inaudible 00:31:06], if 
you want to go to the— 

 
Edgar: Thank you. [Inaudible 00:31:17], Georgetown University. Extremely 

interesting program today. And what I would like to ask you, whether you 
can talk to us more about the Chinese labor market and its future. And has 
China reached already a point where you don’t have enough workforce, 
labor force in order to sustain the current development and sustain the 
ambitions that you developed here tonight with the Belt and Road 
initiative? Thank you. 

 
Adam Posen: Please. 
 
Lu Mai: China is facing the problem of aging. The latest report also showed this. 

But the issue is do we have not enough labor to do work because the 
wages increased so fast. Every year over 10% growth in the last at least 
five years. So, the factory, the industry should restructure then. They do 
need to find the labor for processing, but it’s not easy to find it. Every year 
we have the college graduate students of five million. Also, from middle 
vocational training schools there are six million of graduate students from 
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there. So, totally we have a new labor, at least the educated of more than 
10 million each year. We still have new labor. So, the problem is to find 
the right position with the payment they accept.  

 
Adam Posen: Thank you. Please. 
 
Len Bracken: Yes. Len Bracken, reporter with Bloomberg BNA. In every story that we 

do that has China and TPP in it attracts a lot of attention from our readers. 
So, I wondered if I could ask the Director General if Chinese official share 
the characterization that was mentioned in the previous panel of the One 
Belt, One Road as being a counterpoint to the TPP and the TTIP. And 
also, if such a big project has, the One Belt, One Road diminished the 
desire of China to work on the bilateral investment treaty with the United 
States?  

 
Lu Mai: I think the One Belt, One Road initiative is earlier than TPP. So, it’s not a 

measure to count the TPP, but it is some reason for US policy. So, you 
come back to Asia, are welcomed, you never left actually. So, it has some 
problems in some areas. If we see the demand side, as I mentioned there is 
a real need for this One Belt, One Road initiative, but from another side, 
for domestic, political system they would like to see more friends. But not 
more enemies. So, have more friends now to continue.   

 
 In China, there some people who always think everything is suspicious, 

especially from US. Everything, no matter if it’s a good suggestion or bad. 
From the US side some of them, I think, is similar. To look at this China 
Communist Party is just like China, Inc. So, everything is [inaudible 
00:35:52] as such. And it’s not. 

 
Adam Posen: Sorry. For some reason this seems to fade out.  
 
Lu Mai: [Inaudible 00:36:02]. 
 
Adam Posen: Oh, no. I like what you say fine. Go ahead. 
 
Lu Mai: This is not [inaudible 00:36:12] well prepared to account only for that one 

reason. It’s not to, how do I say, look at China’s political system, the 
decision making process inside. We didn’t see that [inaudible 00:36:35] 
and NDRC decided worldwide six countries the infrastructure. They 
always say they should be connected with the local— 

 
Adam Posen: Structural reform.  
 
Lu Mai: Okay. Yes. Better, better. So, this must be bilateral original arrangement 

for this kind of initiative. Recently it looks like, I don’t know the reason, 
it’s the South China Sea or any reason, the US-China relations it’s not as 



 33 

good as several years ago. Why? South China Sea, if we look at -- Deng 
Xiaoping give a proposal recognized we have a different opinion on those 
islands first. Second, join together to develop it, postpone the decision 
who owns that for the future, for the other generation. If we develop it 
together 50-50 together these are all or other resources how should we see 
about who owned that it’s not so important, but now it’s become 
important. Why? We need to think about? In Japan this is well prepared 
what I learned to get this [inaudible 00:38:25] island become the 
international issue. He came to US to launch that, make it stay [inaudible 
00:38:38] and so on. 

 
 And also in US, I think, South China Sea is also, I don’t know, it’s 

become so serious an issue and it is an issue. We can discuss that, but 
there are a lot of issues -- climate change, environment, human 
development, trade issues. So, it creates jobs for both sides. Why should 
we just look at one side? Sometimes in China, we always think face is 
important. Chinese think [Chinese 00:39:20]. Now I found in the political 
issue, any political issue [Chinese 00:39:30] face is important. So, I don’t 
know this is true or not, but I hope we can find a way to get through that.  

 
Adam Posen: I think, just for the record, I should say a couple of things quickly. First is 

that certainly in this building, but I think also the administration -- and I 
hope in the Congress there is a recognition that there is no conflict 
between TPP and the Chinese eventual membership in TPP as we have 
advocated and US or Chinese security. This is open regionalism, it should 
be. I have no doubt that there will be people who will sell TPP on the basis 
of the security alliances and that’s fine, but it’s not inherently a security 
conflict for China or the US. And I think that’s important to recognize.  

 
 Similarly as my colleagues who wrote in our Belt, Road papers, which 

again, are our papers as opposed to CDRF’s papers, I think it’s in China’s 
interest as well as the world’s interest that the BR, the Belt, Road initiative 
remains a development program and not a building of military bases 
program. And China exposes itself to risk if it pursues that line with Belt, 
Road.  

 
 You know, you can build a port in Pakistan that helps the people of 

Pakistan develop and that’s good for everyone. You can build a deeper 
water port in Sri Lanka that the only reason it’s there is to put an aircraft 
carrier and that’s not good for anyone. So, there are choices to be made 
and it’s China’s call, but we think there’s an alignment of China’s own 
self-interest and American self interest in long-term.  

 
 The thing, although I have to say is on South China Sea, I’m not a security 

person, I don’t represent the administration, but you said Secretary 
General, the US never left and for the foreseeable future, the US isn’t 
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going to leave. So, I think, it is important that when some of the countries 
who are your neighbors are not happy with the way things are developing 
that we think about international arbitration rather than just letting it go. 
Anyway, that’s just my personal opinion.  

 
 We have time for one more question if someone would care to pose the 

Secretary General a question. No? Okay. So, we have one more panel to 
go. My thanks again, indeed to Lu Mai, Secretary General of the China 
Development Research Foundation. Thanks to everyone here. We will 
reconvene very shortly once we get enough chairs on the panel for the 
panel. Thank you very much.                         
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Panel 2 

Moderator: Hello again everybody, please take your seats so that we can start the last 
session, since we are running a bit late. So I’ve asked the speakers to keep 
their comments to up to eight minutes, so that we have some time for 
discussion at the end, and not just the presentation. So this is the session 
that we bring some more facts, some more specific topics within the one 
belt, one road initiative.  

 So we’ll start with the host Sean who is also co-author of the Peterson 
study, who will talk about some, let’s say some concerns, issues to watch 
as the initiative develops. Then among our Chinese guests, colleagues, we 
will talk about the currency, the internationalization of the currency, 
something that I mentioned in my remarks, and other people have 
mentioned. We will then talk about trade and investment within the 
initiative, and finally energy, the focus on energy and in general energy 
projects, what the future of that is. So please, we are a bit late starting, 
let’s keep our comments short. Sean. 

Sean: Okay, so I am going to speak about the political and economic [inaudible 
00:01:39]. Okay. So the belt and road initiative is entering a very 
important time for moving forward. China’s economy has slowed down a 
bit, the reform efforts appeared to have stalled, and China wants to signal 
that its journey to move to the upper echelon of global economic influence 
has not wavered. China’s policy, laid out by Deng Xiaoping of keeping a 
low profile and focusing on internal development has been put aside for a 
more assertive international economic stance.  

China’s proactive economic diplomacy in Asia has been viewed 
skeptically by some, as countries view too much, some countries view too 
much dependence on China as strategically risky. So now, I’ll lay out a 
few of the concerns that they have about the initiative going forward, and 
the first is on the management, the leadership of this initiative. So there 
are questions about who is coordinating this effort, we do understand that 
on the government side we have belt and road office in the NDRC. And on 
the party side we have some folks at the central leading group for 
comprehensively deepening reform, taking control of that, but who’s 
making sure that some of these projects don’t overlap and that there is 
some synergy in the initiatives?  

Further, two thirds of the countries in the belt and road have credit ratings 
of either unrated or below investment grade. This makes many of the 
projects financially more risky, but also has a positive effect of lending for 
infrastructure projects where it’s most needed, so a balance there. Third, is 
the overpromising of either financing or projects. There have been 
promises of over $600 billion in projects, but as of the end of 2015, there 
were only $200 billion in hard capital. I know Simeon said actually $400 
billion, maybe there’s been $200 billion in the last four months, which 
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wouldn’t be surprising in China’s case, but still a lot more has been 
promised. Pakistan is an example here where $45 billion has been 
promised, but only less than $10 billion has actually been lent, so an area 
to watch.  

Finally, the state-owned enterprises that are going to be involved in this, 
are the SOEs going to use this as a way to continue their development, 
even if some of them are grossly in an overcapacity situation? We’ve 
heard about the zombie companies, large, bloated firms moving forward 
just without real motivation for profit. Basically some of the SOEs need to 
downsize, or we’ve seen some consolidation, but maybe the BRI actually 
stalls or slows this project further. There have been some very positive 
sides, and I was at, I was lucky enough to be at the China Development 
Forum last month, and the head of the Silk Road fund, Jin Qi stressed five 
very important issues that shows that China has some very strong 
leadership in the right areas.  

She stressed that when pursuing the belt and road initiatives, China should 
focus on policy coordination, emphasis on sustainability and long-term 
viability, they should look more into joint financing, public private 
partnerships and also make sure that the guarantees are, have solvent 
guarantees and be profit oriented, and finally that social benefits should be 
brought to those new to the projects, and include respecting local 
traditions and the environment. More positive signs in terms of actual 
projects, Germany has jumped aboard on China’s belt and road initiative. 
Recently the 200th train, the block train arrived from [inaudible 00:06:51] 
to Hamburg. This is a train that basically carries the same good from the 
same origin, to the same destination, but now they’re experimenting with 
less than container load and diversifying products on each train.  

Deutsche Bahn and China Rail have partnered, increased the amount of 
freight service between China and Germany, besides what’s happening on 
the trans-Siberian railway. And China’s plans for a southern route, that 
bypasses Russia, through Iran, have made some significant progress, 
including the first train that has arrived from China to Tehran, so very 
positive signs.  

So I’m going to wrap up with the five points on areas to watch in belt and 
road initiative going forward. The first one I think, nuclear, is something 
everybody should be watching out for. China’s five-year plan makes 
nuclear a priority for the belt and road, and the focus is on Southeast Asia, 
and the Middle East. Turkey has plans to build four plants in the next 12 
years, and China has already initiated conversations to facilitate building 
of those. China’s offering prices, 25% of what Western companies offer to 
build nuclear power plants. Second is the air Silk Road, aviation has 
entered the picture and China has earmarked $80 billion for belt and road 
projects in terms of aviation airports, et cetera. Oil and gas, we’ve spoken 
about it today, another project is the Silk Road fund has put a 10% equity 
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stake in a liquid national gas firm in northern Russia, plus loaned an extra 
$3 billion.  

So we’re not just talking pipelines, but China is facilitating development 
of extraction as well. The role of Hong Kong is also something to watch. 
Hong Kong’s Chief Executive mentioned the belt and road nearly 50 times 
in a recent address, so the Hongkong-ese are getting behind us. And 
finally, regional security challenges, will China take a more prominent 
role when the heat rises near any of its major infrastructure projects in the 
belt and road countries. China’s policy of non-intervention may be tested, 
and I think it shouldn’t be so hesitant to join international efforts to build 
solutions around these conflicts. Thank you. 

Moderator:  Thank you very much, Sean. Thank you. Now we’ll turn to a topic that 
we’ve already mentioned a couple of times earlier in the day, the Chinese 
currency, making it more international, how this fits within the one belt, 
one road and beyond. Please, and we have also a presentation. 

Speaker: And there is a mistake, a typing mistake in the handout. It should be RMB 
internationalization, not RMB [inaudible 00:10:12]. I am Professor 
[inaudible 00:10:18] is from the Peking University and Doctor Ethan 
[inaudible 00:10:23] is from China Development Foundation, who is in 
the audience. Okay, so the belt and the road initiative provides a good 
opportunity for RMB internationalization. RMB internationalization gave 
the facilities for the belt and road initiatives. I will talk just with the 
relation with the two, not generally about the RMB internationalization. 
The RMB nationalization refers to the process to use RMB internationally, 
and RMB finally become a major currency, become one of the major 
currencies in the world.  

It is a process, it’s a long process, and it was pushed by market and the 
government. And there is a significant progress that has been made during 
the past several years, so I have some numbers, so RMB settlement for 
trade is about 7 trillion RMB. And RMB settlement for investment is 
about 2 trillion RMB. The People’s Bank of China has signed a currency 
swap agreement with 33 countries, and the European Central Bank with 
the amount of about 3 trillion RMB and the RMB offshore market keeps 
expanding, firstly Hong Kong, now a lot of different cities in the world. 
Our currency became international; currency need to meet some of the 
basic group requirements. First, the size of the economy, the development, 
the financial system, the openness in trade, and the overall risk is of the 
nation. You can see China meets some of the requirements, but not all of 
them. To become fully qualified for internationalized currency, China 
needs a lot to do to reform its financial system.  

In fact, the belt and road RMB internationalization are through three 
channels. First, a trade channel, you can see the trade between China and 
those countries hit about USD 1 trillion, about one quarter of China’s 
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foreign trade, and it developed quite quickly in the past 10 years. And 
second, the second channel is the investment channel. These countries 
have a severe lack of infrastructure, and if China increases investment in 
this area to a certain percent, then the investment in the [inaudible 

00:13:58] will be something like $2 trillion. And the third channel is the 
currency reserve channel. We estimated that in fact, the belt and road 
initiative, of RMB internationalization, we expect RMB settlement for 
trade in the next five years, cumulating is about RMB 6 trillion, and that is 
a cumulative number. And the settlement for RMB direct investment will 
be about 2 trillion RMB.  

In the short run, the fluctuation of the RMB exchange rate has some 
negative impacts on RMB internationalization. For example, in August 
last year, there was a sharp drop in RMB exchange rate, which affects the 
offshore RMB market badly, but we don’t see any basis for continued 
depreciation in the long run, based on the performance of Chinese 
economy. We did some econometric works on internationalization, on the 
RMB internationalization, and bilateral trade. The [inaudible 00:15:35] 
bilateral trade, the [inaudible 00:15:39] variable is the swap agreement, the 
number, the amount, and we found significant positive effects on that 
trade volume.  

Then finally the policy recommendations, we think most of them before 
the Chinese government, both planning and the management should be 
more specific and detailed, and also coordination between the different 
countries and different agencies. And the most important should be 
attached to the insurance. The belt and road initiative and RMB 
internationalization should be fully capitalized to deepen reforms of the 
domestic, financial, and trade system. If you think the full requirements, 
then China needs to do a lot of work to fulfill those requirements. So 
domestic reform is very important for RMB to become internationalized. 
And finally the RMB internationalization can and should be perceived in 
an orderly way and should be understood and supported by all countries in 
the region and in the world, and I hope RMB internationalization should 
make contributions to the establishment of a fair and inclusive world 
economic and financial currency order. Thank you. 

Moderator:  Thank you very much, doctor. The next presentation is on the effect of one 
belt one road on increased trade and investment cooperation. 

Speaker: Good afternoon. I will focus on trade and investment issues. Actually, this 
morning people are talking about the motivation of the belt and road 
initiative. I will not repeat that, but I think the key to realize the win-win 
result is to find the convergence of interest of all the countries involved in 
that. And I think, to stress on trade and investment cooperation is of great 
significance to achieve the goals I’ve just mentioned in the previous page. 
And a lot of attention has been paid to infrastructure connectivity, but I 
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think trade and investment also should be considered as the basis and 
priority among the five connectivities.  

Here I show you some figures about the trade and investment relations 
between China and the belt and road. Actually, the countries along the belt 
and road are not the main trading partners of China, individually I mean, 
and are not the main destination or resource of mutual investment for 
China. But in the last 10 years, the region as a whole becomes increasingly 
important in China’s total trade and invest ODI. And also you can see that 
after China put forward the initiative, we can see very outstanding 
performance of the bilateral trade and mutual investment between China 
and the region. The higher growth of the blue column, compared to 
China’s total trade and investment with the rest of the world.  

So I would like to talk a little bit more about the logic behind this kind of 
trade and investment relationship in the international trade and investment 
regime. We all noticed that the world economy is in deep adjustment and 
not only the downward pressures, but also we have seen that the global 
trade in the last four years has seen very bad performance. And also 
somebody called it kind of end of the hyper-globalization period for the 
last decade, and there is an increasing sense of rising protectionism in the 
world.  

And also, we can notice there are some new trends of development in 
regional cooperation and integration. The figure, the rapidly growing 
number of FTAs notified to the WTO and there is also a trend of mega 
FTA’s, the TPP, the TTIP, and RSAP in Asia. And some of them, the 
TTP, and TTIP are focusing on a high standard of market openness and 
rule setting, and also actually the countries along the belt and road also 
facilitate their participation in this kind of regional integration.  

The thing is that actually the region has become a new source for world 
economic growth, we can see from this figure that they record higher GDP 
growth in the region than the world average, and also increasing 
contribution to the world economic growth to almost 45%. And also the 
region becomes the kind of highlight in world trade and investment, we 
can see the higher growth rate, and to some extent, this kind of good, 
better performance can be attributed to the connectivity improvement in 
the region according to UNCTAD, the board investment report.  

I think there are some good things that we should consider, but also we are 
facing with some challenging realities that is the coexistence of both 
difficulties and challenges. One is the generally low and very different 
level of development. I will not go into details, and another is the level of 
openness is relatively low and it’s very kind of difficult for high standard 
economic integration for the region under this current situation. Some 
countries just joined WTO, some have not even joined, and there are 
inconsistence of policies in terms of customs clearance and also SPS, these 
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sort of things. And also the region highly relies on external market and 
they are positioned in the lower end of international production chain, we 
can see from this interregional trade index.  

And so finally I would like to say that facing these kinds of challenges and 
realities, it is essential to find a way that’s suitable to this development 
status, and the needs. First of all, it’s the joint efforts and consultations are 
required. According to international experience, big countries can play an 
important role in regional development. So China has that willingness and 
the capability to make more contribution, but the belt and road is not a mix 
of bilateral cooperation between China and the other countries, it’s kind of 
establishing the cooperation platform for the whole region.  

And also I would like to say, some people mentioned about TPP. I think 
the FTA is a very important, but not the only driving force for regional 
development and cooperation. There are many other types of economic 
cooperations, industrial cooperation, financial, and innovation 
cooperation, even capacity building. And third, and I think to deepen the 
economic integration should be conducted in a step-by-step manner, 
because some people say trade and investment are not adequate for 
deepening the regional integration. So I think, there are some steps, I have 
that in my paper, you can get that later. And I think, China, in this process, 
China can play a role of not only the initiator, but a contributor, and/or to 
some extent a facilitator.  

So there are different kind of relations China needs to handle well, but I 
would like to emphasize about the interregional cooperation versus the 
cooperation with other countries. China is waiting to invite, and attract 
more participants because we prefer the kind of open cooperation in terms 
of areas, modes, and participants. So some final words, I would like to say 
that the belt and road initiative is not a challenge to international trade and 
investment regime, and is also not a sort of counter to TPP, actually it’s 
rather complementary, because it’s provided a new type of open, 
inclusive, and opportunity sharing and a mutually beneficial cooperation 
to promote regional prosperity, economic prosperity, and stimulus to 
world economic development. Thank you. 

Moderator: Thank you very much. And the last topic that we thought would be useful 
for you to hear some more detail is one belt one road, and then energy 
cooperation. Please. 

Speaker: Thank you. Good afternoon, ladies and gentlemen. It’s my honor to be the 
last one. On behalf of our group I will show you some conclusions on 
energy cooperation and the security, and [inaudible 00:26:45] initiative. 
The first thing is the background, it’s also the reason why so many 
countries pay more attention to energy and security, because the world is 
changing. As we know, in recent years, especially in the post crisis era, we 
are seeing many new changes in the global energy market. For example, 
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the balance between a global energy supply and demand have changed the 
[inaudible 00:27:09] and the Asia-Pacific region has become the new 
center of energy consumption growth.  

During this period, we know the international oil price has decreased 
sharply and kept at a low level of $40 per barrel. Low prices seem to be a 
new normal in the long run, and also the [inaudible 00:27:33] have 
developed rapidly, which can promote a unified global market for natural 
gas. And there are also some new breakthroughs of new energy, which we 
are bringing about a reform in the global new energy system. It’s worth 
noting that our country has evolved in the global energy system, so no 
country can [inaudible 00:27:58] the risk, especially the systematic risk.  

So risking is at hand for the proposed belt and road initiative. It can 
become the new breakthrough and global energy cooperation and 
governance. It can be seen from this figure, the [inaudible 00:28:13] of all 
these countries account for more than 50% of the global energy resources, 
it’s better for the fossil fuel. So we know this stuff is basic for energy 
cooperation, and there are many other [inaudible 00:28:27] for energy 
cooperation [inaudible 00:28:30]. It has [inaudible 00:28:33] oil and gas 
pipeline networks and it has formed a multiregional energy cooperation 
that works. And we think the [inaudible 00:28:42] of the countries has a 
great potential energy demand in the future.  

Of course there are some shortage for the cooperation, because we know 
most countries [inaudible 00:28:52] all the countries have a big industrial 
support system and their pipeline capacity of infrastructure is limited, and 
they also have the [inaudible 00:29:05] exploration and the technology, 
and the [inaudible 00:29:10] energy cooperation forms a [inaudible 

00:29:13]. They also face the high transportation risk, especially the oil to 
pass through the streets of American and the homes.  

I think the belt and road initiative has a clear reason and a priority for 
energy cooperation. It tends to form a large-scale cooperation [inaudible 

00:29:34] and the international cost, original company [inaudible 

00:29:39] and open cooperation are the keywords. And it’s also, in 
accordance with the principle of newer company [inaudible 00:29:48], and 
newer benefit, it will be able to promote global energy security and 
explore new modes of energy governance, and it also can improve the 
energy efficiency of new energy.  

And there are some [inaudible 00:30:04] for the energy cooperation, first 
they can solve the [inaudible 00:30:08] program for the energy [inaudible 
00:30:11] by these countries, and it can also encourage integrated on a 
multilevel industrial team for energy and resource cooperation. I think it 
can form a collective response mechanism to cope with the price of the 
volatility with the plant risk, and it can build an innovation mechanism for 
the development and the use of new energy. It can also foster innovation 
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in the global energy governance, also providing staying power for the 
[inaudible 00:30:44] countries and impose rules of global energy 
cooperation.  

We suggest some following areas for cooperation, for example, it can 
build some platform for communication and for energy trade and for 
financial support. And it can also construct an energy resource 
mechanism, just like the IA and it can improve energy transportation 
networks by construction of some pipelines, and it can also promote the 
transfer and the application of new energy technologies. We also did some 
quantitative research on the influence of [inaudible 00:31:25] initiative on 
global energy governance. It can be found, just that initiative can greatly 
improve the stability of the global energy treaty networks, and it can also 
effectively strengthen the global energy security.  

This figure shows the influence for the major exporters in different 
consumer regions. It can be found, there are no significant differences for 
the impact on different regions. I think [inaudible 00:31:56] 
diversification, it’s a common policy for both supplier and consumer to 
supply the systematic risk, and we also have found that the top three 
countries, such as Saudi Arabia, Russia, and UAE, they contribute more 
than 48% of the stability. So the stability of the global oil treaty and are 
coming into our calculation, and all the countries along the belt and road 
contribute more than 60% to the stability of the oil treaty. So it’s the 
reason why we should do the energy cooperation under this initiative and 
that we also gave an evaluation of the investment and risk for the belt and 
road countries.  

It can be seen, there is a large gap of investment risk among these 
countries, and we think the unstable, political situation and the high-risk is 
the reason why there are so many ineffective investments. And we also 
believe the one belt, one road initiative can provide us some new bilateral 
and multilateral investment cooperation [inaudible 00:33:15], which can 
form an effective mechanism to control the risk, and it also can improve 
the efficiency.  

As we know, the belt and road initiative can also provide improvement for 
the low carbon development, because it can accelerate the [inaudible 
00:33:36] and the low carbon development through the upgrading of 
energy patterns. And it can also promote the building of regional and 
international new energy cooperation and platform, and it also can 
improve the large-scale natural gas utilization, especially for the [inaudible 
00:33:54] gas and some other unconventional [inaudible 00:33:58] other 
gas.  

And so we can conclude the first that the belt and road initiative can put 
forward new ideas about energy cooperation and because it can improve 
the global energy governance that can [inaudible 00:34:12] various region, 
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fields, and the countries. It can extend the multilevel industry chain, and 
it’s more flexible and complements for the existing strategies. We think it 
can benefit to less development areas, especially in Asia, Europe, and 
Africa, and it can form a sustainable energy development [inaudible 

00:34:38].  

Second, it’s consistent with the idea of global energy governance, and it’s 
more inclusive, and because it’s more open, and it can include the interest 
of our participants, whatever energy supplier, consumer, and [inaudible 
00:34:56] countries. And it can form a unified platform for dialogue and 
cooperation. [Inaudible 00:35:05] to global energy security and benefit all. 
It can guarantee better to the security by keeping the stability of energy 
investment and treatment. So we think the belt and road initiative, it’s not 
a disruption of the current rules of global energy governance. No, I think it 
can provide a new way and supplement innovation to the current global 
energy system. That’s all. Thank you. 

Moderator: Thank you very much for all speakers, we’ve been a disciplined panel, so 
we have about 10 minutes for comments and for questions. Let me just 
make a note that this is still a very new initiative, with not so much factual 
evidence yet. There are a number of projects which are signed, but few are 
completed, so in a couple of years it would be useful to repeat this 
exercise to see of the evidence that already exists, can we do some more 
rigorous analysis on some of the topics that we’ve discussed today. But 
please, some questions or comments from the audience. Please. 

Speaker: Susan Lawrence from the Congressional Research Service again. I very 
much wanted to get at that question about the lack of definitive 
information. Your reports, you give some statistics, you talk about, you 
were talking in your presentation about 75% of the project is being 
infrastructure, 43% of the contracts financed by China’s state banks are for 
OBOR projects. Were you able to find any definitive list of belt and road 
projects, from which you could then say that 75% were infrastructure? I 
have not been able to find any authoritative list of projects, and I’m 
wondering if there is one out there, and even just a list of how many 
countries are there in the belt and road.  

At the National People’s Congress, the three ministries in charge all gave 
different numbers. So the Ministry of Foreign Affairs said that there were 
agreements with 30 countries. The Ministry of Commerce, in its statistics, 
talks about 49 countries, the National Development Reform Commission 
talked about 65 countries. And of course, the number of countries then 
affects your statistics, because if 43% of your financing is for belt and 
road projects, but is that projects in 30 countries, or is that projects in 49 
countries, or 65 countries? So I just wonder, both the Chinese [inaudible 

00:37:43] and the American [inaudible 00:37:44], if you could give us 
some sense of whether there are any definitive statistics and lists of 
projects out there, or when we might expect one. I understand there’ll be 
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an official website launching this year, if there’s any more information on 
when that might happen. Thank you. 

Moderator: Thank you. Would any of our guests care to comment on this point of 
where do we find some, maybe not definitive, I think that we need to wait 
for some years, but some statistics? On our side, as I mentioned in our 
report, we do have some statistics, they are a combination of some official 
government statistics. So for example, for 2015, 41% I think I mentioned 
of all projects funded by Chinese financial institutions belong to the belt 
and road initiative. That raised the question of what about the other 59. So 
who has it, somebody must have, at the central level, at list, otherwise they 
wouldn’t be able to come up with the 41%. But what it includes was the 
denominator, which is your point, not clear to me.  

 What we’ve done for some of our work at Peterson is that we’ve gone 
country by country, and have looked at where -- and maybe this is where 
the fuzziness comes, where there is let’s say a political agreement for a 
project, but then is there a document that actually specifies what this 
project is. Is there a signed document, which is a second category. And 
there are a number of such projects that are signed. But then, getting to the 
more specific category, projects under construction, let’s say, these are 
much, much smaller lists. So Sean mentioned, for example, that there 
should be $45 billion worth of projects in Pakistan, but we can find less 
than 10 that are actually signed. So the 35 is more in the area of, at some 
point soon hopefully, it would happen. So that’s why I think our next job 
on this project is actually to do some basic statistics and be able to 
attribute projects to this exercise, and then, on that base, be able to ask 
some of the questions. But that’s maybe in Chinese, from Chinese sources 
there is more than we can see. Can anybody comment on this? 

Speaker: I’ll just add something really fast. From the beginning this was clear that 
this is an evolving initiative, very ad hoc. Some ministries taking control 
of some projects, other departments taking control, and I think a lot of 
what’s happening is that the president of China announced this initiative, 
and a lot of people were eager to jump on board, and other ministries who 
haven’t spoken to the people in charge [inaudible 00:40:38] or the other 
central leading group. And they say, “Okay, well, this is project belt and 
road” but they haven’t conferred with the people who are really in charge. 
So a lot of people are jumping in on this and that’s probably why there’s a 
lot of different statistics floating around. 

Moderator: The one statistic that we were able to confirm since we did project by 
project is of early this year there are about a quarter trillion projects that 
were actually under construction. Either finalized, a few, but mostly under 
construction. So that’s one figure that we can commit to. About $250 
billion worth of projects that are actually on the ground and moving. I 
think a lot of numbers we still are collecting. Fred, you had a question. 
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Fred Bergsten: Fred Bergsten. I want to get away from the complexities of the numbers 
and ask a conceptual question of [inaudible 00:41:35]. You said that belt 
and road is not an alternative to TPP, but it depends how you interpret it, I 
think. As I understand belt and road, it is an effort to develop a trade and 
investment network or system between China and the participating 
countries, and maybe to some extent among the participating countries, I 
don’t know. But your presentation said that, and the energy presentation 
also emphasized that in the energy sector.  

 That would be a different kind of trade and investment relationship than 
TPP, which focuses on trade rules and trade barriers, particularly at the 
border, some behind the border. But conceptually one could say this is an 
alternative methodology for developing closer trade and investment 
relations among the participating countries. And it would then be an 
empirical question, which one was more successful in developing closer 
relations.  

 We do studies that estimate the effect of reducing tariffs, and improving 
standards on intellectual property, and those were just estimates, but we 
make those, but one could make estimates of what all these projects are 
going to add up to, and who knows, that could be a bigger number.  

 So it’s different approaches, and I’m not suggesting they are in conflict, or 
hostile toward each other, perhaps they would be complementary, at least 
for the countries that overlap the two systems. So let me just ask you to 
elaborate a little more why you said, I think, that was your word, it’s not 
an alternative to TPP, but might it be a complement to TPP, might it be a 
system that could coexist, go into place alongside TPP and even be 
mutually reinforcing? 

Moderator: Thank you, Fred. Please. 

Speaker: Thank you for elaborating actually, for my answer. I actually agree with 
you that TPP and the belt and road are a different approach to regional 
development, especially on trade and investment cooperation. And I think 
in terms of institutional arrangement, these two are totally different, 
because the TPP is kind of a regional free-trade arrangement focusing on 
tariff elimination, reduction on non-tariff barriers, and as you said, rule-
setting process. And the belt and road are focusing on a trade and 
investment kind of promotion development program for the region.  

So I think, from institutional arrangement, these two are quite different, 
and for some countries are kind of in a position of overlapping, participate 
in the two systems. I think they can benefit from both initiatives, or 
arrangements, and I think if you said there is kind of an alternative to TPP 
in Asian region, there is RSAP, to some extent. It’s kind of, kind of, I 
should say kind of counterpart to TPP, but that is also based on the 
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realities of a lower level of openness to some member states. And also 
that’s more suitable to the developmental status of the region.  

So probably you can see, by the end, a different level of trade or 
investment liberalization by the two arrangements between TPP and 
RSAP. But I think between the belt and road and the TPP are, I cannot say 
completely different things, but one is exclusive, and the other one is open 
and inclusive to all kinds of cooperation modes, and all kinds of 
participants. 

Moderator: Thank you. On that point, or on another point, please. 

Speaker: I think Miss [inaudible 00:47:08] we have the same family name. Her 
[inaudible 00:47:16] alternative is in the sense that of political meanings in 
Chinese or maybe English. In means it is another way the Chinese 
government uses it to counter the effect of TPP. It seems like that. So her, 
I think what she says is, I think, the same as what you said. The two 
programs can have common fields. It is not something to counter the facts 
of TPP [inaudible 00:48:07]. 

Moderator: Maybe raise an additional point, or question here please. 

Speaker: Yeah, actually I have a question, because you have distinguished research 
fellows from Peterson Institute. Some people are saying that the belt and 
road initiative is kind of shift China’s position from the international 
agenda followers to kind of agenda setter, but China are not pursuing the 
position of dominant power in the region. So we prefer to use the existing 
mechanism and forums to establish the cooperation platform, but in some 
American experts, and also European experts, are saying that even after 
China published the vision and action plan, the details of the belt and road 
are still kind of sketchy, and not clear, so they kind of put forward a 
proposal that actually China should initiate -- establish a kind of overall 
architecture for design and supervise the development of the belt and road. 
I don’t know what’s your opinions on this, is it kind of, how to say, 
reasonable, or needed, or not? 

Moderator: Well, then I think it would become actually quite a competitor to TPP and 
so on if you start setting up this type of infrastructure. At least it would 
look that way. My personal view, it’s not necessary, I think actually what 
is necessary is there is already a number of several thousand projects 
under this initiative that are signed and under different stages of 
development. I think what is useful is not to have more infrastructure 
around this, institutional infrastructure, but to have the analytical 
infrastructure to put these together, and ask the question what is this really 
about. Because we had several motivations listed today, it’s not exactly a 
free-trade agreement as we’ve discussed, but it’s not just pure investment 
in infrastructure, because investments are going beyond infrastructure in 
some countries. So I think additional institutional architecture to me is not 
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needed, but additional infrastructure to do the analysis, and the statistics 
behind it, and say, as some people are asking how do you know what is 
part of this, and what is not part of this? And how do we know who is 
financing?  

We know there are many financiers, but there’s not too much 
understanding of whether the money simply passing, as is the case now. 
We know such cases where simply from the national budget, it passes 
through one bank, through another bank, so essentially everybody counts 
as if they are part of the initiative, but in fact it goes through three or four 
different institutions to get to the final project. So I think it’s, truly in my 
mind at least to talk about the need for additional institutional 
infrastructure, let’s do some more projects. But maybe Fred has a -- as a 
much bigger expert on these issues.  

Fred Bergsten: No, no, I think in that, just following up what Simeon has said, an 
interesting question is the interaction between the one belt, one road 
initiative and the Asian infrastructure investment bank, which was 
mentioned this morning. In several of your presentations, from the 
Chinese side, you have seemed to give a significant role to the Asian 
infrastructure bank in supporting some of the belt and road project. Last 
week Jin Liqun was in town, we talked with him about the Asian bank, 
and he did not talk as much about financing belt and road projects, 
although he did mention it. To the extent that that bank did play a role, 
then you have a new institution, which would have project selection 
techniques, governance structures, that would provide partial 
infrastructure for the belt and road project, at least that part of it which it 
covered, and then an interesting question would be how much that got 
used, or could be used for belt and road more broadly. Even if the Asian 
bank did not support the given project, or maybe only supported a small 
part of the project.  

If you wanted to develop some infrastructure, that would be something 
you could build on, though of course, that raises then the whole question 
of the purpose and governance of the Asian infrastructure investment 
bank. But there is some overlap there, that raises at least some possibilities 
in the direction that you suggested, and I guess, to put it the other way, if 
you set up some new administrative apparatus for the belt and road, it 
would possibly conflict with the government structure of the Asian 
infrastructure investment bank to the extent that it came into the projects 
through its normal procedures. So you’d have to think about those kinds of 
interactions in trying to answer your questions. 

Moderator: Yeah. Thank you, Fred. Thank you everybody. Time is up. This was an 
interesting panel, and an interesting day. Hopefully we can return to this 
topic in a couple of years with a lot more evidence to it, and a lot more 
understanding of what it implies for these countries, and for the whole 
world really, it’s such a large project. So thank you very much.    


