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INFORMATION BRIEF:
IS BRI REALLY EVOLVING?

BRI Monitor is a global transparency and accountability initiative that tracks China's Belt and Road Initiative, uncovering the true
terms and full costs to countries and communities. Partners include independent think tanks and civil society organizations
supported by the Center for International Private Enterprise (CIPE). This work identifies governance gaps that make countries
vulnerable to corrosive capital situations, as well as ways to mitigate risk and position for constructive capital investments.

China recently convened the World Internet Conference Digital Silk Road Development Forum, where
participants from nearly 50 countries discussed opportunities for economic cooperation, from data
sharing to e-commerce facilitation. The conference came six months after Chinese President Xi
Jinping’s keynote address to the Third Belt and Road Forum for International Cooperation, where he
reaffirmed his vision of a smaller, greener, and “smarter” BRI that has come to be described as “small
and beautiful.”

Xi’'s speech raised many questions about the future of the BRI. Among them: Has an evolution truly
taken place? What does a “small and beautiful” BRI really look like? What are the implications for
recipients of BRI funding? Xi’s remarks at the Third BRI Forum reveal that the initiative’s rebranding is
a tactical move to improve China’s image and signal a shift from the “old” construction industries toward
a focus on China’s new economic priorities in the clean and advanced technology sectors. The
initiative’s core objective is unchanged: boosting China’s economy by opening foreign markets to
Chinese exports and securing the country’s supply chains. Consequently, there remains a significant
risk that below market pricing on Chinese goods and services in heavily subsidized BRI industries could
wipe out local industries and prevent the emergence of non-Chinese competitors around the globe.

THE BRI’S FOUNDATION AS AN ECONOMIC TOOL

Since its earliest conception as the “Silk Road Economic Belt” the BRI has had China’s integration into
the global economy at its foundation. In his 2013 speech unveiling the BRI, Xi laid out five objectives.
It is notable that four of the five objectives are explicitly economic in nature. Each one plays a significant
role in bolstering China’s growth strategy, which emphasizes government support for strategically
chosen industries, complete control over supply chains, and reliance on exports to compensate for
insufficient domestic demand.

The first objective is increasing economic policy communication, which has manifested as the
establishment of new multilateral mechanisms and other moves to influence and align policies and
governance models of BRI countries with Chinese preferences. The second objective, improving road
connectivity, has been the most visible aspect of the BRI: large infrastructure projects like roads, ports,
and dams are hard to miss and tend to be expensive. These projects contribute to China’s economic
agenda by facilitating the transport of manufacturing inputs to China and the expansion of trade routes
out of the country, thereby contributing to the third objective—eliminating trade barriers—in tandem
with China’s push to lower tariffs.
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https://www.wicinternet.org/2024-04/17/c_980350.htm#:%7E:text=The%20World%20Internet%20Conference%20(WIC,mutual%20learning%20and%20mutual%20benefit.
http://www.beltandroadforum.org/english/n101/2023/1018/c124-1175.html
https://www.gov.cn/yaowen/liebiao/202312/content_6922160.htm
https://www.cfr.org/china-global-governance/
https://chinapower.csis.org/china-belt-and-road-initiative/
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The fourth objective, enhancing local currency convertibility, serves the dual purpose of reducing the
transaction costs of trade for China and internationalizing the renminbi. Expanding the renminbi’'s use
would increase Beijing’s influence over the international financial system and reduce the effectiveness
of economic sanctions against Chinese entities. Although it has gained some traction, most analysts
agree that the renminbi’s potential for widespread use is limited without major changes to China’s
economic policies.

Finally, the fifth objective of fostering people-to-people connections is aimed at enhancing China’s
global influence through political, cultural, academic, and media exchanges. For example, Beijing
exports its authoritarian governance model through party-to-party relationships and seeks to shape
global academic and media narratives about China through initiatives like the Belt and Road Think Tank
Cooperation Alliance and the Media Cooperation Forum on Belt and Road. It also funds and facilitates
trips to China for foreign government officials and draws growing numbers of foreign students to deepen
their understanding and sympathy for Beijing’s worldview.

WHAT DOES ‘SMALL AND BEAUTIFUL’ REALLY MEAN?

Xi Jinping enumerated eight priorities for the BRI's second decade during his October 2023 speech at
the Third BRI Forum that operationalize the “small and beautiful” theme that permeates Chinese
descriptions of the BRI. The priorities point to a future in which projects are smaller, greener, and
smarter.

A ‘smaller’ BRI is one that finances fewer infrastructure megaprojects in favor of projects that are
relatively cheaper and more limited in scale. Analyzing data from nearly 21,000 BRI projects in
AidData’s Global Chinese Development Finance Dataset shows that China’s annual BRI financing
commitments, measured in constant 2021 U.S. dollars, peaked in 2015 and has declined almost every
year since then. It also shows that the average size of new financing commitments since 2018 onward
has been less than half the average size of commitments in 2015. Focusing on smaller projects eases
reliance on large state-backed loans, carries less risk for financial backers, and can offer quicker
results. Some of this change may be driven by Xi’'s promise at the Third BRI Forum to fund and carry
out 1,000 small scale livelihood assistance programs.

A ‘greener’ BRI has focused on growing clean energy projects and cutting back on dirty ones. China
has rapidly expanded production and export of green products including battery electric vehicles (BEV),
lithium batteries, and solar panels, and many of these products are beginning to factor into new BRI
projects. A greener BRI benefits China in multiple ways, including by locking in the country’s dominance
in clean technology, blunting criticisms of China as the world’s top carbon emitter, and appearing to
demonstrate responsiveness to growing calls for rich countries to step up climate support for more
vulnerable states.

The ‘smarter’ BRI follows a similar playbook but in digital technologies including ICT infrastructure and
smart cities. By intensifying its focus on the technologies that underpin modern trade—according to at
least one estimate, China’s cross-border e-commerce trade in 2023 grew by over 15 percent year-on-
year—China seeks to further embed itself at the center of global supply chains and expand
opportunities for the renminbi’s use in international trade.
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https://www.csis.org/analysis/its-all-about-networking-limits-renminbi-internationalization
https://www.csis.org/analysis/its-all-about-networking-limits-renminbi-internationalization
https://www.elgaronline.com/view/journals/roke/10/4/article-p499.xml
https://www.yidaiyilu.gov.cn/a/icmp/2023/12/15/20231215179983118/5e05d08c069c4bbea2d39f9d3dc255b1.pdf
https://www.yidaiyilu.gov.cn/a/icmp/2023/12/15/20231215179983118/5e05d08c069c4bbea2d39f9d3dc255b1.pdf
https://pulitzercenter.org/stories/exclusive-tanzania-beijing-running-training-school-authoritarianism
https://en.ndrc.gov.cn/news/pressreleases/202109/t20210929_1298196.html
https://en.ndrc.gov.cn/news/pressreleases/202109/t20210929_1298196.html
http://english.scio.gov.cn/topnews/2023-10/20/content_116762504.htm
https://mcusercontent.com/6c59b6180ed48696d6d368403/files/27a05a3e-173b-f2b8-7a24-d60061dd77f5/BRI_Monitor_Brief_Volume_9.pdf
https://mcusercontent.com/6c59b6180ed48696d6d368403/files/27a05a3e-173b-f2b8-7a24-d60061dd77f5/BRI_Monitor_Brief_Volume_9.pdf
http://www.beltandroadforum.org/english/n101/2023/1018/c124-1175.html
http://us.china-embassy.gov.cn/eng/zgyw/202403/t20240308_11256435.htm
https://www.aiddata.org/data/aiddatas-global-chinese-development-finance-dataset-version-3-0
https://www.wri.org/news/statement-president-xi-china-stop-building-new-coal-power-projects-abroad
https://www.atlanticcouncil.org/blogs/new-atlanticist/china-has-become-an-electric-vehicle-export-behemoth-how-should-the-us-and-eu-respond/
https://www.wri.org/insights/interactive-chart-shows-changes-worlds-top-10-emitters
https://www.weforum.org/agenda/2023/01/barbados-bridgetown-initiative-climate-change/
https://www.21jingji.com/article/20240424/herald/62c360fdb9f7701a17356ec81e6f9e01.html
https://shangwuju.tj.gov.cn/tjsswjzz/zwdt/wmdt/dwmy/202309/t20230912_6404404.html
https://shangwuju.tj.gov.cn/tjsswjzz/zwdt/wmdt/dwmy/202309/t20230912_6404404.html
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A NEW APPROACH TO OLD OBJECTIVES

As the BRI shifts to a smaller, greener, and smarter model, there is cause to hope that positive change
could occur. The new focus on what Xi called “integrity-based cooperation” is a tacit acknowledgment
of the corruption that plagued the BRI’s first decade. China’s commitment to fund livelihood assistance
programs could bring aid directly to the people who need it, and increased reliance on private sector
capital suggests a lower tolerance for high-risk loans that can turn out badly for both China and its
borrowers.

Even so, continuity in the BRI's objectives means that countries must remain clear-eyed about the risks.
Throughout the first decade of the BRI, China exported construction materials and labor to foreign
countries at below market costs and kept bloated domestic industries afloat after years of state-driven
investment led to production overcapacity. One consequence of these non-competitive behaviors was
China’s absorption of global market share in BRI industries. China’s move away from infrastructure
megaprojects coincides with a shift in Beijing’s domestic economic focus toward advanced and green
technologies such as lithium batteries, solar panels, EVs, and telecommunication systems. Many of
these industries are heavily subsidized and appear to follow much the same trajectory of state-driven
growth as China’s construction-related industries in previous decades.

From 2016 to 2022, for example, Chinese state subsidies for electric and hybrid vehicles amounted to
$57 billion. China has also devoted significant resources to becoming a global leader in
telecommunication technology and achieving a more than 80 percent share in the global market for
solar technology manufacturing.

As evidenced, systematic and substantial government support has significantly expanded production
capacity in these industries, far surpassing domestic demand. China’s logical next step is to maintain
the growth of these industries through state-driven capture of global market share—leading to a BRI
that is smaller, greener, and smarter but no less consequential for the world. Unless actions are taken
to level the playing field, the BRI's second decade is likely to be a repeat of the first decade in a new
set of industries. This could lead to global crowding out effects, where potential and emerging
competitive and innovative players in these industries are overshadowed by national champions
nurtured by China.

The Center for International Private Enterprise (CIPE) is a global organization that works to strengthen democracy and build
competitive markets in many of the world’s most challenging environments. Working alongside local partners and tomorrow’s
leaders, CIPE advances the voice of business in policy making, promotes opportunity, and develops resilient and inclusive
economies. CIPE currently operates in more than 100 countries, with programs that support democratic governance, business
advocacy, enterprise eco-systems, trade, anti-corruption, and women’s economic empowerment.

BRI Monitor founding members include the Institute for Democracy and Economic Affairs (IDEAS) in Malaysia, Future Forum in
Cambodia, Institute of National Affairs (INA) in Papua New Guinea, Sandhi Governance Institute in Myanmar, and Stratbase ADR
Institute for Strategic and International Studies (ADRI) in the Philippines. Additional partners are now located in Central Asia and
Africa.
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https://www.ifw-kiel.de/publications/news/chinas-massive-subsidies-for-green-technologies/
https://www.cipe.org/wp-content/uploads/2024/01/Report-EE-Slovakia-automotive.pdf
https://www.iea.org/reports/solar-pv-global-supply-chains/executive-summary

