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ThinkChina.dk Policy Brief (No 4 – 8 January 2016) 
 

One Belt One Road and the 
Implications for China-EU Relations 
 
In this policy brief, Professor François Godement, Director of ECFR’s Asia & China 
Programme, discusses the background and future of the Chinese Government’s One 
Belt One Road initiative. Godement concludes, among other things, that Europe’s 
overemphasis on internal competition stands in the way of the coordinated effort 
that could leverage China’s aims. 
 
 
The Policy Brief   

x Argues that China’s recent initiatives to boost overseas investment, e.g. AIIB 
and the National Development Bank, are not game-changing developments 
for the international financial architecture, but present strong competition 
for pre-existing international funders, and a potential investment over-supply 
in Asia. 

x Asserts that China does not want to emphasize the geopolitical aims of 
OBOR, even though these were often cited in the first phase of the initiative. 

x States that European policy towards China is intrinsically weak – whether in 
terms of collective bargaining and leverage, or on principled stands.  

x Contends that China retains a massive current account surplus, and a fear of 
re-evaluation of the yuan. 

 
 
 

The Silk Road or OBOR – One Belt 
One Road – was an idea waiting to 
happen for China. The EU’s own 
underfunded TRACECO initiative from 
1993 (which floundered on insufficient 
funding and difficulties with Central 
Asian states over border crossings), 
the US Silk Road program of 2011 
(starting from an Afghanistan 
perspective but also focusing on cross-
border issues), and Russia’s Eurasian 
Customs Union (now Eurasian 
Economic Union) could not leave 
China indifferent. For its own part, 
China’s OBOR is an extension from the 

“Go West” policies that date back to 
the post-1989 continental shift of 
China, which feared “strategic 
encirclement” by the US and allies, 
and to its “Going Out” policies for 
state firms, encouraging investment 
for natural resources, infrastructures, 
and delocalization of some manpower 
industries.  
 
The form of OBOR – an “initiative” and 
not a set plan or program – reflects Xi 
Jinping’s imprint on policy-making.  His 
immediate predecessors had general 
and synthetizing policy slogans that 
were often not designed for action 
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(although “Going Out “ is an 
exception), but rather as ideological 
compromises (“harmonious society”, 
“democratization of international 
relations”, or even the “three 
represents”).  Xi is both more dynamic 
and top-down – the “China Dream” 
and OBOR call for action; but in a 
manner reminiscent of Mao Zedong, 
these are unspecified calls from 
above, with the bureaucracy left to 
pick them up and implement them – 
eventually, in a competitive fashion.   
 
OBOR has therefore caused an 
immense echo in China’s sectoral and 
local bureaucracies which have 
scrambled to get on board the 
initiative. It has also had a large 
international echo, facilitated by the 
extension of the idea to 65 countries 
so far as well as headline investment 
numbers. The record was the China 
Development Bank’s (CDB) 
announcement of 930 billion dollars to 
be directed towards the initiative, but 
even China’s officially funded 
resources – AIIB, the Silk Road Fund 
and the National Development Bank 
(formerly: BRICS’ Bank) exhibit figures 
that dwarf the World Bank and ADB.  
Differences between announced and 
paid-in capital ensure that the likely 
capital outflow from these institutions 
is more likely to be in the 15-20 billion 
range per year – not a game-changing 
development for the international 
financial architecture, but strong 
competition for pre-existing 
international funders, and probably 
too much to absorb in concrete 
projects and in the short term by 
Central, South and Southeast Asian 
countries. Strikingly, projects 
underway where OBOR is explicitly 
cited concern only Pakistan, 

Kazakhstan, Laos and Belorussia. A 
major railway deal with Indonesia – 
financed at 75 % by the CDB, which 
ensured a win over Japan – is for 
instance not cited as part of the 
maritime Silk Road, but called a 
“business-to-business deal”.  
 
There may be a reason: China does 
not want to emphasize the 
geopolitical aims of OBOR, even 
though these were often cited in the 
first phase of the initiative. Similarly, 
China has begun to emphasize Europe 
as the “terminal point” of the Silk 
Road. This is clear from Chinese bids 
on public infrastructure (energy, 
transport) in Europe and offers such as 
that made to participate in the Juncker 
Investment Initiative and, more 
recently, the European Investment 
Bank (with a reported contribution of 
6 billion euros). Yet OBOR has 
captured European attention at a level 
that even overcame some geopolitical 
reservations: 13 European countries, 
preceded rather than led by the UK, 
have joined the AIIB, disregarding a US 
position that had remained non-
public, and therefore ambiguous. 
However the AIIB, as far as it extends 
with China’s notion of “West Asia” 
including the Near East and Egypt, is 
not meant to operate in Europe, and 
whatever capital the Europeans are 
bringing in will be aimed at projects 
outside Europe – while many 
European countries bilaterally woo 
China for investment in their own 
economy.  
 
Viewed from China, OBOR is still at 
best sketchy. Several factors are at 
work. First, a reluctance to invest too 
much into Russia, which is now seen 
as a declining economy as a result of 
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sinking energy and metals prices, as 
well as Western sanctions. 
Geopolitical mistrust exists on both 
sides – for example, the issue of 
railway gauge exists with both Russia 
and Kazakhstan. Several crises have 
cut down the number of available 
routes at present from Asia to Europe. 
The Kirghizstan, Tajikistan and 
Turkmenistan option leading into Iran 
is pre-empted both by Iran’s still 
uncertain international status and by 
the war zone in Iraq and Syria. 
Pakistan and the China-Pakistan 
Economic Corridor appear to be the 
most politically practical option for a 
land route, given that Pakistan has 
promised huge levels of security. Yet 
natural obstacles, and the fact that 
ultimately the corridor ends with a 
harbour into the maritime Silk Road, 
make its economic advantage less 
than obvious. It is in fact a Kazakhstan-
Azerbaijan-Georgia-Turkey route that 
would be fastest and most convenient, 
in spite of the crossing of the Caspian 
Sea. It would also bypass Russia and 
create something of a Nord Stream vs. 
South Stream choice and debate. 
Given the need for an agreement with 
Turkey, the probable need for 
financing from EU and therefore of a 
choice that bypasses both Russia and 
Eastern Europe, this is very politically 
charged. Economically, the rail links 
have been overemphasized: given the 
costs, a bullet train across Siberia 
appears ludicrous. Rail transport costs, 
even containerized, are hugely higher 
than shipping by sea. By improving the 
quality of container transport 
(temperature, moisture, custom 
sealing), rail could conceivably 
challenge air transport. Two-thirds of 
the world’s laptops are now 
assembled in Chongqing, the most 

obvious starting point for a Eurasian 
rail journey.  
 
There are geopolitical concerns apart 
from US reservations, of course. China 
has endorsed Russia’s Eurasian 
Economic Union, vowing to work 
together in the framework of OBOR. 
How could it say otherwise, when 
both are key members of the SCO 
(Shanghai Cooperation Organisation), 
when China’s strong economic push 
towards all Eurasian countries literally 
cancels any hope of economic 
integration in the post-Soviet space, 
and when after all, limiting border 
customs and procedural obstacles is of 
benefit to both? Initially Russia 
expressed fear of being bypassed on 
the Eurasian route thanks to OBOR, 
and this fear was both well-founded 
and unkindly relayed to the West by 
Chinese analysts. The Crimea-Donbass 
developments temporarily threw 
Russia in China’s arms – up to and 
including SA-4001 sales and a potential 
SU-352 deal. The window may be 
closing if the Minsk agreement is seen 
to be implemented and if Russia 
confirms a policy shift over Syria. 
Much more important than the direct 
relation between China and Russia, 
which has an upwards limit, will be the 
choices made by Kazakhstan, which 
clearly has a pivotal role between 
China and Russia.  
 
Another concern, voiced more often 
after the UK’s move over AIIB and Xi 
Jinping’s high-profile visit to the UK, is 
a potential “bribing” of Europeans to 
desist from principled support to the 
United States over Chinese issues of 
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concern: South and East China Sea, 
Taiwan, human rights, and even 
inclusion of the renminbi as a reserve 
currency for the IMF. We think the 
concerns are real, but actual Chinese 
action, whether over OBOR or direct 
investment in Europe or support to 
distinctly European concerns, are 
absolutely minimal. China has 
leveraged of intra-European 
competition and pre-existing lack of 
solidarity that has only grown larger 
with the Euro crisis and the refugee 
issue. On the one hand, Eastern 
Europe member states have never 
publicly called for China to take a 
stand over Ukraine, while they are the 
first to be interested in such a stand. 
Instead they preferred to hope for 
more Chinese investment, which has 
not happened (Chinese FDI and 
portfolio investments over the last few 
years have moved from the periphery 
to the core of the EU economies).  On 
the other hand, the UK has not made 
very tangible results following Mr. Xi’s 
visit this autumn. A promise to “study” 
a London-Shanghai stock connect deal 
can only be seen as quite 
underwhelming. The roots of non-
intervention by the EU (and EEAS) and 
by most Europeans in Asia’s maritime 
disputes are deeper: they include a 
reluctance and quite simply a lack of 
hard power, in any case. On issues 
such as the inclusion of the Chinese 
yuan in the SDR3, the US has never 
been explicit – nor has it made any 
room for China or any other emerging 
economy on the issue of voting rights 
inside the IMF. European policy 
towards China is intrinsically weak – 
whether in terms of collective 
bargaining and leverage, or on 

                                                        
3 Special Drawing Rights maintained by IMF.  

principled stands on human rights, or 
in balancing China’s influence by 
consistently reaching out to other 
important Asian stakeholders. In this 
context, OBOR is a visually appealing 
sideshow, not much more.  
 
What will advent of OBOR is quite 
simple. China retains a massive 
current account surplus (now again 
reaching 6 % of GDP), and a fear of re-
evaluation of the yuan, whether 
directly or through the dollar quasi-
peg, it must either expand the 
domestic monetary mass (risking 
bubbles) or export the currency. The 
temptation to leverage this for 
bilateral deals that include political 
benefits on the side and are appealing 
to China’s state-run economy remain. 
OBOR is still in the main the concern 
of China’s state economy and public 
finance. The days when it is Chinese 
private capital that expands along the 
Silk Road have not yet come. How to 
find partners that accept this scheme 
and to avoid geopolitical or economic 
risk is still the principal issue for 
bureaucrats tasked with implementing 
OBOR. Europe – with its large market, 
safe internal geopolitics and rule of 
law – is an ideal destination for long-
term investment, while Russia and 
Central Asia are much more risky. But 
Europe, working to defeat itself, by 
emphasizing internal competition 
instead of coordination and leveraging 
of China’s aims, is probably puzzling 
even to the Chinese themselves. 
 
François Godement is Director of the 
European Council on Foreign 
Relations’s Asia & China Programme 
and Professor of Political Science at 
Sciences Po in Paris.




