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Abstract: China's gradually increasing assertiveness at the international level marked the beginning
of several influential geopolitical projects. The biggest of these is the Belt and Road Initiative, which
will be the subject of this post. The Chinese government initiated the BRI in 2013 to revive the
historic Silk Road. The name of the new initiative was chosen based on well-known historical
parallels, emphasizing the ideological component of China's current position. At the same time, neo-
mercantilism prevails in China, and we can say that all roads lead to China, which means that the
current nature of Chinese strategic planning corresponds to the increasingly important role of the
state in international relations and strengthens its position in the world economy. The aim of the
paper is to use the methods of analysis, synthesis, deduction, induction, comparison, and
explanation to analyse Chinese investments that flow into various sectors worldwide, but especially
into the countries participating in the Belt and Road Initiative from 2013 to the present. The largest
such sector is the energy sector, which we will look at in more detail in the post. Finally, the
contribution will be focused on predicting the development of further investments based on the
available information as well as our own suggestions and recommendations to make them more
efficient.
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1. Introduction

One of the largest infrastructure initiatives ever created is China's Belt and Road Initiative (BRI),
often known as the Modern Silk Road [1]. The massive investment and development programs
launched by President Xi Jinping in 2013 were originally planned to build physical infrastructure to
connect East Asia and Europe [2]. China's economic and political power has increased dramatically
over the past ten years because of project expansion into Africa, Oceania, and Latin America [3]. The
vision of the modern Silk Road mainly includes building infrastructure on a megalomaniac scale. The
BRI represents a geopolitical project through which China wants to become a global hegemon [4,5].

The BRI is becoming the focus of China's foreign policy. But in most participating countries, the
risk of unsustainable debt is created since Chinese investments are mainly in the form of loans [6].
These investments are financed by China's state-owned banks, commercial banks, and the State
Investment Fund. But these countries had no choice because, apart from China, no one was willing
to invest in them [7-9]. However, the main objective of the BRI is not to create debt traps or improve
the economies of the participating countries, but to drive the momentum of economic growth in
China and support the domestic market [10]. However, it is not all one-sided. Poor countries along
the BRI are getting richer, and economic cooperation between continents and countries is
intensifying. The construction of infrastructure will cause a reduction in transport costs, which will
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benefit the economic development of China and its trading partners. In addition, China provides
cooperation in science and technology [11]. International trade creates opportunities for long-term
development and cooperation among the countries participating in the initiative. Trade between
countries within regions, subregions, and continents will undoubtedly contribute to their economic
development.

The BRI officially has five goals [12]: Policy coordination, infrastructure connectivity, free trade,
integration of financial systems, and connecting cultures. Connecting and building new
infrastructure will promote the exchange of capital and goods between China and participating
countries. Policy coordination and cultural integration will provide a political and social basis for
investment in the infrastructure. In practice, this means that the BRI is tasked with building land, sea,
and air routes, which will take the connectivity between BRI participants to a higher level [12-14].

This will mean [15]: trade and investment facilitation; the creation of a network of free trade
areas; maintaining closer economic ties and deepening political trust; and strengthening cultural
exchange. Although China has stated that cultural exchange will be the official goal of the BRI, the
reality is quite different. Internal "globalization" does not exist in China; the only exception is the
economy [16]. Although it tries to spread its own culture and ideas towards the west, it does not
accept outside ideas, cultures, or opinions.

The current regime in China can be compared to the dystopian novel 1984 by the writer George
Orwell [17]. The initiative also includes the development of economic corridors to increase the quality
of the infrastructure and the connectivity of the international logistics network [18]. The "Economic
Belt" is focused on land infrastructure, and the "Maritime Road" is its maritime version. China intends
to create its own era of globalization. China has excess production capacity; it invests in the
development of countries that will eventually demand their goods. The BRI leverages China's
expertise in infrastructure development and uses it to forge closer ties with other countries, create
trade channels for China, and help failing economies by providing infrastructure that will ultimately
benefit China [19,20]. The debt trap idea has been repeatedly debunked by researchers through
various investigative reports. However, China and other interested nations are making extremely
risky loans for projects that are likely to fail or are not financially viable without sufficient cost-benefit
analysis.

The inijtiative aims to become an economic partner to nations in the rest of the developing world,
including Africa, Latin America, and the rest of Asia, to further expand markets and develop these
nations infrastructure. But it also has a political side in securing votes for China in international
organizations. Begin to change the institutional structures and value assumptions of the international
system in a way that is more in line with the Chinese worldview. For example, at the International
Human Rights Council, China is beginning to remove human rights provisions from various UN
resolutions and replace them with state sovereignty rather than individual rights [21].

2. Materials and Methods

In this part of the post, based on available data from the American Enterprise Institute [22], US
Energy Information Administration [23, 24], BP [25, 26], MOFCOM [27, 28], OECD [29], World Bank
[30], Global Infrastructure Outlook [31], and International Energy Agency [32], the outflow of
Chinese investments within the BRI countries was analysed and calculated and shown which sectors
have the largest percentage shares of China’s Outflow of Foreign Direct Investment (OFDI).

Subsequently, we focused on the sector with the largest percentage share, i.e., the energy sector.
The current goal of the BRI initiative is to transform Eurasia into a region of economic potential for
Beijing as well as a region of economic development, creating a chain of economies increasingly
dependent on China [33-35]. If they succeed in Eurasia, South Asia, the Middle East, and finally
Eastern and Western Europe, they will be affected later. BRI directly leads to increased Chinese OFDI
in host countries as well as improved trade relations. BRI host countries have increased their overall
level of Chinese OFDI. The initial construction projects, initially supported by loans, eventually
provide all Chinese enterprises involved with the opportunity to learn more about international
markets, build business networks, and open new market prospects. Therefore, infrastructure has
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been found to serve as a significant initial stimulus for the later development of FDI in various forms
[36].
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Figure 1. China's OFDI along the BRI initiative from 2013 to 2021 [22].

Although China's OFDI to countries along the BRI tended to grow from 2013 to 2018 and almost
doubled from 2013's value of $10.86 billion to $53.61 billion in 2018, MOFCOM reported a decrease
inbudget for overseas expansion in its 14th Five-Year Plan from 2021 to 2025. China's total investment
will be $550 billion (including non-BRI countries), down 25% from $740 billion in 2016-2020 (the 13th
five-year plan). Also, China's contract volume is projected to decrease from $800 billion in the
previous five-year plan to $700 billion in this five-year plan [27,28].
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Figure 2. Chinese investment in BRI countries by sector from 2013 to 2021 [22].

Investments in infrastructure are most needed worldwide in the energy, transport, and
transportation sectors. According to the [31], it is expected that approximately 60% of the world's
investments are needed in infrastructure, especially in road transport and energy supply. Railroad
transportation, telecommunications, and water infrastructure are located behind them. The road and
energy infrastructure sectors are expected to experience the highest levels of underinvestment.
Chinese investments under the BRI are directed precisely to sectors that represent a large part of the
global investment gap [37,38].

3. Results and discussion

In recent years, with the progress of the BRI, China's OFDI to the energy sector has increased
rapidly [22, 24, 31]. Shares of direct investment by Chinese energy companies in BRI countries
showed a steady upward trend. China's growing OFDI in the energy sector is aimed at increasing
China's energy security, given the fact that it is a net importer. Countries participating in the BRI
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initiative in Central Asia, West Asia, North Africa, and the Middle East are rich in energy resources.
Figures from BP, a multinational energy company based in London, from 2021 say that remaining
proven oil reserves in the BRI countries are around 1,027 million barrels, representing 60% of global
reserves. A similar situation also occurs in the case of natural gas, where the remaining reserves in
the BRI countries reach 158 trillion cubic metres, which represents 84% of global reserves [28, 29, 32].
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Figure 3. Chinese investments in all sectors vs. to the energy sector within the BRI [22, 31].

Since 2011, China has been the world's largest energy consumer [39, 40], Two-thirds of the
energy consumed in China is used by the industrial sector. The main reason for investments in energy
is that China is a net importer of energy, especially oil [26, 32]. Since 2000, China's oil consumption
has increased dramatically. Despite having large domestic oil reserves, China's national oil firms are
unable to keep up with demand. According to the [23, 24] in 2016, imports accounted for
approximately 70% of the country's total supply, and in 2021, it was 72%.

According to other estimates [24, 29, 30], oil consumption will remain high in the short and
medium terms, which will significantly tilt the balance of oil reserves in the country in favour of
imports. 1/3 of all investments under the BRI initiative go to the energy sector [41].

The Chinese government has identified China's foreign investment as a key approach to
increasing energy security in its five-year plans and long-term energy planning. Increasing oil and
gas reserves, increasing production, and diversifying supply sources can contribute to promoting
energy security through China's energy investments. [10, 19, 32].
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Figure 4. Investment by Chinese energy companies [22].

Since 2013, almost all investments by Chinese energy companies have gone to BRI countries [22].
A consistent upward trend was evident from 2013 to 2015 in direct investment by Chinese energy
enterprises in countries along the BRI. From $5.96 billion in 2013 to $22.69 billion in 2015, there was
a significant 3.8-fold increase in three years.

China's energy investments include oil, hydropower, alternative energy, natural gas, and coal.
The sharp drop in Chinese investment after 2019 was caused by the COVID-19 pandemic [12, 15, 41].
Although energy has remained China's primary sector for investment within the BRI regions, Chinese
capital has gradually diversified into sectors such as transportation, real estate, technology and
innovation, and tourism. Among the biggest investments is Malaysia's IMDB, which struck a deal to
sell its power assets in 2015 to China General Nuclear Power Corporation and China Southern Power
Grid for $5.26 billion. Another major investment is China National Petroleum Corp. and China
National Offshore Oil Corp.'s 2019 purchase of a 20% stake in the $4.04 billion Arctic-2 liquefied
natural gas project led by Russian gas producer Novatek [24, 29, 42].

Figure 5. The share of investments in individual types of energy in the years 2013-2021 [22].
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Although the focus of the BRI initiative is on traditional fossil fuels, particularly oil and gas
projects, investments in alternative energy sources have been growing rapidly in recent years,
including investments in hydro, wind, and solar energy, which have increased dramatically. It should
also be noted that China has not engaged in coal-related investment projects since 2020. [22, 29, 30],
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Figure 6. The amount of investments in individual types of energy in 2021 [22].

China did not invest in coal-related projects in 2021. China's investments in alternative energy
sources and hydropower have reached a value of approximately 21 billion dollars. The largest part
of Chinese investments went to oil projects, which reached a value of 22.1 billion dollars. To take
advantage of exclusive access to supplies from BRI partners such as Russia, Iran, and Venezuela at
below-market prices, China has built additional oil refining capacity (around 30%) [22, 31, 32].

3.1. Investmets in green energy

China is well positioned to help deliver low-carbon technologies to emerging markets and
developing economies as part of the BRI initiative. China is the world's largest producer of solar
panels, wind turbines, batteries, and electric cars. These technologies are becoming increasingly
popular as their costs are reduced for both financial and environmental reasons, and at the same time,
these projects would be in line with the commitment to increase support for other developing
countries in the development of green and low-carbon energy and not to build new coal-fired power
projects overseas [2, 22, 43, 44].
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Figure 7. Comparison of investment in renewable resources vs. fossil fuels [22].

In 2020, investments in renewable energy such as solar, wind, and hydro will account for the
majority of China's overseas energy investment, increasing from 35% in 2019 to 52% in 2020. This is
particularly important right now, as rising fossil fuel prices and fuel shortages caused by the conflict
in Ukraine are crippling poor energy-importing countries. The massive scale of investment in green
technology development coming from China can be transferred to other economies in the region. In
2016, the Power Construction Corporation of China invested $2.03 billion in the Nam Ou
Hydropower Project in Laos, which includes seven cascade hydropower plants along the Nam Ou
River. For the purposes of this project, a joint venture was created in which Power Construction
Corporation of China owns an 85% stake. At the same time this year, the Chinese state enterprise
China Three Gorges South Asia Investment Ltd. invested 1.65 billion dollars in the Karot
hydroelectric project. The Karot hydropower project is one of China's energy initiatives under the
China-Pakistan Economic Corridor, which aims to promote sustainable economic growth in the
region while helping Pakistan achieve its renewable energy goals [7]. The Karot hydropower plant
was developed under the auspices of a joint venture in which China Three Gorges South Asia
Investment Ltd. owns a 93% share. As part of a scientific study, [17] found that China has so far
invested in 28 renewable power projects in Pakistan. China's investment in renewable energy through
the BRI has created approximately 8,905 jobs and $39.8 million in manufacturing value for Pakistan
[7]. Africa [32, 36, 38] wants to deepen cooperation with China in the field of renewable energy
sources. Chinese investment in renewable energy is growing rapidly in sub-Saharan Africa. The
influx of green investment will benefit the continent, which is very underdeveloped and at the
forefront of climate change. We can take Nigeria as an example. In trade and investment, China has
become a major player in Nigeria. An agreement between the Nigerian and Chinese governments to
build important infrastructure, notably the Mambilla hydroelectric plant and two major projects to
improve and modernise the national railway system, led to a subsequent significant increase in
investment. In 2019, a Chinese consortium consisting of China Energy Engineering, Power
Construction Corp., China Petroleum, and Sinopec invested $2.91 billion in the Mambilla
hydroelectric plant, which is expected to start operation in 2030. China and the EU together account
for one-third of global final energy consumption and share similar interests in the clean energy
transition. The Paris Agreement must be implemented effectively, and clean, sustainable, and cheap
energy must be available to the people of both parties. As a result, EU-China energy cooperation
focuses on helping both countries transition to clean energy. China Energy Investment has invested
$1.64 billion to acquire a 75 percent stake in four wind farms developed by Copelouzos in Greece
through its subsidiary Shenhua Renewable Co. Cooperation between the two countries in the green
energy sector aims to expand China's influence in the Balkans as well as other European countries.
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3.2. Investment in green energy and infrastructure

To meet the Sustainable Development Goals by 2030 and achieve net zero emissions by 2050,
significant investment in robust and sustainable green infrastructure is required. Finding options for
implementing new technology or modifying existing assets is the hard part. Businesses must also
decide whether to dispose of stranded assets, such as fossil fuel power plants, that are nearing the
end of their useful lives due to legislative or market changes [31].
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Figure 8. Global energy consumption forecast [22].

According to [22, 28, 29, 32], developing economies face increasing energy needs as they
industrialise. The demand for electricity in developing economies is increasing approximately three
times faster than in developed economies. Between 2020 and 2050, global energy consumption will
increase by approximately 50% if current economic trends continue.

On September 21, 2021, China stepped up its support for other developing countries in the
development of green and low-carbon energy and at the same time promised not to build new coal-
burning power projects abroad. But the problem is that they leave the host country without the
technical know-how to manage the green infrastructure themselves. The projects are managed and
built by Chinese nationals [28].

The first recommendation is to provide know-how along with the project, which will result in
residents gaining the knowledge and understanding to support their own infrastructure and
continue to move forward with some basic needs. Further, changes must be made in investment
policies such as property ownership, perceptions of corruption, regulatory quality and control,
licence fees, permitting systems, and overall investment facilitation for Chinese private enterprises
[31]. We recommend the creation of new guidelines that will more intensively call for the regulation
of how companies behave towards the environment abroad and, at the same time, transfer
responsibility to companies for their environmental behaviour abroad. The Chinese government
should provide advice to enterprises on how to carefully comply with host countries' environmental
laws, standards, and conventions. Even though Africans contribute the least to energy-related
greenhouse gas emissions of any continent, Africa is the region of the planet most vulnerable to
climate change, which can range from severe droughts to catastrophic floods. We see many
investment opportunities for Chinese corporations on this continent. There is a growing opportunity
for Africa to become a major player in the mining and processing of critical minerals essential to
produce batteries and renewable energy sources [23, 24].

As China has a footprint in the mining industry in Africa, we recommend increasing investment
in this sector. In terms of geology, Africa has some of the most promising areas, such as the Congo or
Zimbabwe, which are already part of the BRI. Currently, we are already seeing how the supply chain
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is starting to focus on Africa as the next lithium mining area. As we can see, currently in the annual
change in the production of renewable energy, China has a dominant position, while the whole
continent of Africa has not surpassed the annual change in the production of renewable energy of
Australia. To this day, Australia has 25.69 million inhabitants, and Africa has 1.3 billion. As Africa
gradually industrialises, its energy consumption will also grow. [45]
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Figure 9. Annual change in renewable energy production in 2021 [22].

According to [32, 36, 38, 46, 47], Africa is home to 60% of the world's potential solar resources,
but currently owns only 1% of solar PV capacity. Due to severe air pollution and an urgent need for
electricity, China has dramatically increased the use of solar energy. Currently, China has the largest
photovoltaic capacity in the world. Chinese companies could capitalise on the expertise in solar
energy by investing in science and research within Africa, in addition to investing in the mining
sector. In addition to the above, China and Chinese companies should invest significantly in:

¢ the creation of an innovation platform to strengthen research and development of
sustainable technologies and their applications in Africa;

* building a green hydrogen energy infrastructure to support the production of green
hydrogen and its efficient storage and subsequent transportation;

¢  the Chinese government should provide financial incentives, such as grants, loans, rebates,
and tax breaks, to enterprises investing in renewable resources within Africa as part of the BRI policy
framework to promote the development of renewable energy [32].

In Africa, a region with great wind potential and great energy demands, wind turbines remain
an unusual sight. In places where wind speed would have been considered insufficient just a few
years ago, turbines are now much better equipped to capture wind effectively thanks to technological
advances. Less than 1.3% of the world's installed wind power capacity is in Africa. China has one of
the most efficient supply chains for wind turbines in the world. We also recommend increasing
investment in wind energy and outsourcing the green industry to Africa, whereby China would also
provide education and experience in this area to African populations. We also see the promising
development of new green hydrogen in Africa, another area with huge potential for the continent.
By investing in African solar energy to produce green hydrogen, they can secure global energy
supplies while creating jobs in the heavy industry sector [32, 36, 38, 46].

4. Conclusions

China's gradually increasing assertiveness at the international level marked the beginning of
several influential geopolitical projects. The largest of them is the Belt and Road initiative, which will
be the subject of this work. The Belt and Road is China's geopolitical project, which, according to
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official words, was created to improve regional integration, increase trade, and stimulate economic
growth for all parties involved. Excessive industrial capacity, low domestic demand, and stagnant
exports abroad are the real reasons why this project was created. China is constantly looking for new
international markets among the poorer developing countries of Africa, Asia, and South America.
The problem is that these countries have insufficient infrastructure that does not meet the logistical
needs of Chinese trade. As part of the Belt and Road Initiative, China invests in various projects in
the form of "loans" and, in many cases, creates debt traps that allow China to seize the assets of
participating countries. Countries will face rising debt-to-GDP ratios, which may push them into an
economic crisis. The economic situation of developing countries is not suitable for paying off large-
scale infrastructure projects. However, infrastructure built on a transformative scale in places where
local transport is very slow and unsafe will change transport and the economy for the better and
boost tourism. In addition to infrastructure, China is also investing in energy, technology, agriculture,
and various other sectors under the BRI. In our contribution, we focused on the energy sector and its
development so far within the given initiative, and we also defined what the initiative should focus
on within renewable resources.
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