CDiSS COMMENTARY
National Defence University Malaysia (NDUM)
Centre for Defence and International Security Studies (CDiSS)
cdisscommentary.upnm.edu.my

No. 82 – 11 September 2020

CDiSS NDUM Commentary is a platform to provide timely and, where appropriate,
policy-relevant commentary and analysis of topical issues and contemporary
developments. CDiSS commentaries and responses represent the views of the
respective authors. These commentaries may be reproduced electronically or in
print with prior permission from CDiSS and due recognition to the author(s) and
CDiSS. To contribute article and provide comment or feedback, please email the
Editor at bahamzah8@hotmail.com

CHINA IN EUROPE
By
Maria Smotrytska

Hit the (Belt and) Road Jack.
China’s Belt and Road Initiative has become a symbol of Beijing’s growing
importance in international affairs, changing regional dynamics in
geographical areas close to or even within Europe. At the most basic level,
the strategic implications of expanding China's policy in the EU stem not so
much from a set of projects with a single link as from its comprehensive
nature.
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China-related initiatives such as the Asian Infrastructure Investment Bank
and the BRI, have already changed the global financial development landscape.
Similarly, in the sphere of security relations, there is a need to protect
assets and citizens, leading to the “securitization” of BRI participation
abroad, which is likely to significantly change China's role in the regions
of European interests.
Within Europe, and in conjunction with subregional mini-initiatives in China,
such as the CEE16+1, the Beijing initiated-platform initiated in 2012 to
expand cooperation between Beijing and central European nations, the BRI is
also contributing to changes in the policy-making landscape.
The BRI was put forward with the principle of mutual complementarity of
economies, taking into account the differences between China and neighboring
countries, as well as taking into account all existing shortcomings in the
infrastructure of all prospective participants. Such complementarity provides
an important basis for long-term business cooperation, and even the creation
of the Eurasian Union could not affect the complementarity of the economic
systems, because only in the process of joint efforts to create the “Silk
Road Economic belt” will it be possible to fully overcome the
underdevelopment of regional infrastructure.
The Central and Eastern Europe Region
Today the CEE region is located at the junction of the “Economic Belt of the
New Silk Road” and the “Maritime Silk Road of the 21st century.” Both connect
the markets of Europe and Asia – sea and land - pass through it. It ensures
the passage of commodity flows. It has the advantage of location. Through it,
cargo is sent overland from Western China via Russia or Central Asia to
Western Europe.
China gains strategic advantage from redistributing some of its maritime
supplies, reducing the use of the Strait of Malacca. In addition, in terms of
time, this overland route speeds up transportation twice as compared to the
usual delivery by sea with reloading to the railway, and at a price it is
much more profitable than air transport.
The sea route from China to the Greek port of Piraeus for the delivery of
goods to the Balkan Peninsula, which lies at the intersection of Europe,
Asia, and Africa, has great prospects. Currently, 80 percent of cargo from
China to Europe goes through the Atlantic Ocean to the ports of Northern
Europe. The sea route through the Arabian sea and the Suez Canal to the
Balkans would reduce the transport time by 7 – 10 days.
However, to do this, CEE needs to build transport infrastructure, which the
region has a huge need for. This is especially true for the Balkan Peninsula,
which has entered a period of stable development after riots and wars that
caused serious damage to infrastructure.
The membership of 11 of the 16 CEE countries in the EU is an advantage that
provides system guarantees in that EU members and candidates comply with
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European laws and standards, reducing the risk for Chinese infrastructure
investment., Continuing economic growth and expanding market demand make the
CEE region an ideal target market.
Thus political stability has brought results, and in the first decade of the
century, many Central and Eastern European countries have gone from
“transition countries” to European representatives of new markets. This is
not only a transport corridor on the way to the core of traditional Europe,
but also an increasingly important investment and consumer market in itself.
The laws are European, but land and labor are cheaper than in Western Europe.
Cooperation between China, the EU, and CEE countries can also contribute to
Europe’s balanced development. Bilateral ties for 70 years have laid a solid
foundation for cooperation in the 16 + 1 format. The relationship is now
entering a new era of multilateral cooperation that is not focused on a
single European sub-region, but reflects trans-regional characteristics. Thus
we should not limit ourselves to the regional level, but we should go to the
Trans-regional and global scale.
For example, the 16 + 1 initiative is an inter-regional cooperation in which
China focuses on linking its efforts with those of Europe and considers rail
links, ports, and foreign direct investment as the basis for ensuring
balanced development and social cohesion in European countries.
For example, the construction of a railway between Hungary and Serbia was far
more important for both countries, part of an express route connecting land
and sea from the port of Piraeus across the Balkan Peninsula to the main
corridor in Europe. The express route will be extended to cover new areas
near the three seas that wash the coasts of the CEE countries.
However, economic relations between China and the CEE countries are still
underdeveloped, as one of the most influential institutes from Eastern
Europe, the Balkan-based IFIMES of Ljubljana argues: “Sino-Balkans relations
have a great future due to the fact that China is one of the most important
investors in Europe.“ Thus, before the start of cooperation in the 16 + 1
format, Chinese investment and trade were not spatially balanced and were
concentrated in the Northwestern part of Europe. Due to the poorly developed
transport infrastructure, trade between China and the CEE countries was
carried out through the ports and railways of Germany, Holland, and France.
More importantly, China has begun to develop cooperation with Central and
Eastern European countries in innovation. At a 2019 Dubrovnik summit, China
and the CEEa expressed the idea of building a bridge as a sign of
strengthening cooperation which would reflect the great potential of China
and Eastern European countries as partners.
The goal of China's cooperation with Central and Eastern European countries
is not to continue to use CEE countries as a trade route, but to combine
their industrial development needs with China's large production capacity. If
Chinese products are close to the Central European market, it is necessary to
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ensure the presence of high-tech products from CEE countries in the Chinese
markets.
Cooperation between China and CEE countries should reflect development
trends. The interface includes not only traditional modes of transport,
energy, labor and capital, but also digital infrastructure and data flows
based on new technologies. There are huge opportunities for expanding
cooperation between China, the 5G industry, and service businesses.
Cooperation with China is also intended to contribute to the economic revival
of the Balkan region, the implementation of Internet and smart city projects.
Small countries can play the role of connecting links between China and
Europe.
However, there are new challenges and problems. China now has to think about
the concerns of the EU and some Western European countries, which fear that
the countries of the Western Balkans that have not yet joined the EU will
choose China and reject the EU, and the countries that have already joined
the EU will move closer to China and away from Europe.
The second challenge is how long it will be possible to maintain China's
economic advantages and how to make the development of economic cooperation
sustainable. Thus, today the countries of Central and Eastern Europe are
showing interest in cooperation with China, and after the financial crisis
they wanted to get Chinese capital. However, the indispensability of Chinese
investment for CEE is not so high.
Mutual complementarity in trade and economic cooperation is increasing, but
at the stage of the rise of the EU – China proto-language is also increasing.
When the European and American economies recover after the crisis, there is a
risk that Chinese investment in CEE will be in a state of fierce competition
with investors from Europe and the United States.
This is not only a question of the size and volume
their competitiveness, degree of interdependence,
trade, the main partner for the CEE countries is
mutual complementarity and mutual dependence is much

of investments, but also
and attractiveness. In
Western Europe – their
greater than with China.

The third challenge is the asymmetry of the strategic needs. There are no
historical problems between China and the CEE countries, and there are no
serious conflicts of interest. Nor do they have a strategic mutual need.
Thus, in fact, there is not a single important issue where CEE countries need
China's support.
The fourth challenge is the issue of road safety, caused by the unstable
political situation in the Balkans, as well as the CEE’s eastern borders.
Problematic issues include the strained economic relations between the EU and
the Russian Federation, which provoke difficulties in transporting goods
across their borders. Central and Eastern European countries are closely
monitoring China's position.
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They are concerned about security and are moving closer to NATO, and the
growing level of Sino-Russian relations may arouse suspicion in some EU
states. In the BRI construction, traditional threats, especially security –
challenging geopolitical games, can impact the participants. Therefore,
China's reaction to the violation of international norms becomes an important
criterion for psychological judgment in the development of CEE countries '
relations.
Thus, China should pay attention to not taking a position and not making
statements that can give rise to security concerns and distrust.
As a fifth challenge,
external pressure on
after the end of the
became truly subjects

there is the problem of the balance of large states and
the development of China's relations with CEE. Thus,
Cold War, the countries of Central and Eastern Europe
of international relations with their own interests.

The US does not want the deepening of CEE countries' relations with China to
harm their strategic interests in Europe. Russia also allegedly fears that
China, relying on the countries of Central and Eastern Europe, will penetrate
to its Western borders.
Wasted or misdirected investment should be considered as a threat as well.
Thus, South East Europe Transport Observatory (Hereinafter SEETO – Auth. said
that the availability of Chinese funding can be an advantage and an
opportunity. While the availability of Chinese funding might pose a threat on
the EU financial institutions, which would have to compete with Chinese
institutions for clients, alternative sources of financing might represent a
positive development for the business sector or the countries accessing such
sources.
The EU is also concerned at the potential Chinese dominance of rail transit,
which would give China market power over EU trade (For example Apple, Boeing,
Google and Microsoft all originated in the US, but this does not mean that
the US government manipulates access to their products to disadvantage the
EU.). A large global economy such as China would almost inevitably gain
market power through its economic size and its importance as a trading
partner.
Another challenge can be new Chinese investments in transit countries. Thus,
it is suggested that Chinese companies may begin production not only in
northeastern China but also in transit countries such as Kazakhstan and
Russia. This would make EU consumers more accessible to Chinese industry
without making Chinese consumers more accessible to EU industry. Nonetheless,
consumers in the EU would in principle benefit from wider choice or lower
costs. The extent of this effect would, however, depend on the extent to
which transit countries, or China itself, were open to inward investment from
the EU.
Also, there is a risk for the EU to ensure that transport infrastructure
being developed not only in China but also elsewhere in Asia would meet the
EU’s needs. At the same time, a supplier of rail services outside the EU
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suggested that the focus of the TEN-T has been building the single market,
and that it has not been sufficiently outward-looking.
Thus there is an urgent need to upgrade rail infrastructure in Belarus and
Ukraine, which caters for transit traffic to and from the EU. And also
conflicting views appeared on whether and how Chinese parties, and
particularly contractors, would adapt to, and comply with, EU standards in
areas such as construction.
A related concern was that weak legislation in rail transit countries might
permit environmental damage. The EU cannot impose higher standards on the
construction or operation of railways in non-EU states such as Russia and
Kazakhstan. There are, however, a number of mechanisms by which the EU can
encourage higher standards:
-through the terms and conditions of EU involvement in financing or
supporting infrastructure projects through the supply of products compliant
with (high) EU environmental standards; and through operating, or encouraging
other parties to operate through rail services using locomotives and other
equipment with a high environmental performance.
An institutional stakeholder made the point that EU standards could always be
imposed and, in principle, enforced if a project was funded by the EU, but
that this was less likely to be possible if the same project was funded by
China.
One of the challenges, which has caused contradictory and negative opinions
about the Chinese initiative in European political and business circles, is
primarily due to Europe's low awareness of the project, its main goals and
structure. Thus the BRI is generally positively perceived, but differences
are marked at the country level with some countries having negative
perceptions.
The first impression is that Europe and Asia both extremes of positivity and
negativity. That means China`s initiative has particularly penetrated the two
regions, but is evaluated very differently by different countries and
regions.
Within Europe, BRI members tend to have a much worse view of China`s
initiative (especially Bosnia and by Poland), compared to others, especially
the Netherlands. Thus, China does not seem to be necessarily improving its
image, at least not as it is perceived in non-BRI countries. It is
increasingly perceived by many on both sides of the Atlantic as “opaque,
imitative, assertive and ‘suddenly’ omnipresent” – as prof. Anis H.
Bajrektarevic detailed in his work ‘The post-C-19 epilogue of Sino-American
relationship’.
Thus, as a result of the analysis of China-CEE relations in the framework of
the BRI project, it can be concluded that there are both positive trends and
possible challenges in China-CEE relations and their role in China's
relations with the EU.
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While the specific impact of the “integrity” of the BRI on European territory
is still limited, new transport corridors are already emerging, and their
frequency of use is growing rapidly. One is a rail link between China and
Western Europe via Poland to Germany and beyond. The other is a North – North
corridor between Greece and the Baltic region through Central Europe, and
Piraeus as a fast-growing center in the Mediterranean, and actors in Italy
are involved in expanding their profile as part of an expanding South-North
logistics network.
At the same time, cooperation with third countries (Ukraine, Russia, Belarus)
remains at very early stages, as the degree of readiness of European
companies to participate in Chinese-led infrastructure projects outside
Europe remains unclear.

Maria Smotrytska is a senior research sinologist, specialized in China international
investment policy, BRI-related initiatives and Sino-European ties.
This article was published in Asia Sentinel dated 8 September 2020. Republished with
permission from Asia Sentinel.
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