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Executive Summary

The aim of this report is to assess how the Chinese involvement in ports along the Asia-
Europe maritime corridor - from the South China Sea to the Mediterranean Sea - is relevant
for the European Union. The Chinese government is currently developing an ambitious
programme of maritime infrastructure construction along the main Asia-Europe shipping
route. China’s initiative for a so-called ‘215t Century Maritime Silk Road’ is aimed at port
development in South-East Asia, around the Indian Ocean and in the eastern Mediterranean
region. The Chinese leadership publicly presented its initiative for a 21% Century Maritime Silk
Road in October 2013. Earlier that year China had already launched its Silk Road Economic
Belt initiative, which is aimed at infrastructure cooperation in a zone that stretches from
Xinjiang (the north-western part of China) to the Baltic Sea. The Chinese government uses
the term ‘One Belt, One Road’ to refer to the combination of these two initiatives. Chinese
investment in large infrastructure projects constitutes the basis of One Belt, One Road. These
projects are financed, constructed, supplied and sometimes operated by Chinese firms that
are either state-owned or that otherwise have close relations with the Chinese government.

The developments described in this report are significant for the European Union. First, China
is gradually becoming more influential economically and diplomatically - and eventually
geostrategically - in regions close to Europe. Stronger investment and trade relations
between China and countries in Africa, the Middle East and Central Asia are increasing
China’s stake in regional affairs, as well as the need for these countries to maintain friendly
relations with Beijing. For the time being, this process is hardly visible, since China is careful
in such regions to keep a low profile in the military and security domain. Second, the Chinese
government has an increased ability to influence which routes the trade between China

and the EU flows. While this is not a matter of Beijing being able to switch between trade
channels on an ad-hoc basis, the Chinese government has a growing leverage over how
trajectories develop during the course of several years. The port of Piraeus is a good example:
China’s decision to develop this Greek port has been decisive in creating a new trade link
between Central Europe and Asia via Greece and the Balkans. This, in turn, affects intra-EU
relations, since it helps the Eastern European economies to move away from their peripheral
role within the EU. At the same time, the Chinese infrastructure strategy provides an
opportunity to redefine and deepen EU-China relations. Third, in the long term it is likely that
transport and supply chain routes involving Asia and Africa will increasingly bypass Europe.
While China will strengthen its already central role in terms of logistics and transportation,
Europe will at the same time lose much of the centrality that it long held in these areas.

On the other hand, China’s engagement can help economic development in Europe’s
neighbourhood, which contributes to stability and can help the EU’s own economic growth.

China’s new initiatives, as discussed in this report, will accelerate the growth of its influence
in the maritime domain as well as in Asia, Africa and Europe more broadly. How this affects
European interests depends in part on Europe’s response. A proactive approach to closely
monitoring and working with China and local actors seems to be the best way to preserve

a European role. Such engagement would also allow Europe to support and benefit from
economic development in the sectors and regions affected by China’s infrastructure strategy.



1. Introduction’

As the world’s largest trading nation, China is responsible for approximately 10 per cent of
the global trade in goods.? Most of these goods are transported by ship, and consequently
China is a major destination and starting point of international shipping routes. Seven out of
the ten busiest container ports in the world are located in China, with the port of Shanghai
being the world’s largest.® Against this background, it is not surprising that China plays an
active part in international shipping. Three Chinese shipping companies are among the twelve
largest container transporters.* China is the third-largest ship-owning nation,® and the largest
shipbuilding nation in the world.® Moreover, Chinese ambitions in the international maritime
domain go beyond shipping. Increasingly, Chinese firms are active in the construction and
management of ports throughout the world.” What is particularly relevant from a European
perspective is that the Chinese government is currently developing an ambitious programme
of maritime infrastructure construction along the main Asia-Europe shipping route. China’s
initiative for a so-called ‘21t Century Maritime Silk Road’ is aimed at port development in
South-East Asia, around the Indian Ocean and in the eastern Mediterranean region.® For
example, China Ocean Shipping Company (COSCO), a Chinese state-owned enterprise,

is developing the port of Piraeus in Greece into a major hub at the European end of the

1 The research for this report was funded by the Dutch Ministries of Foreign Affairs and Defence. The report is
partly based on a presentation made at the workshop ‘Energy and Geopolitics in the Eastern Mediterranean’
organized by the University of Crete (Heraklion, 29-30 September 2014) and on Frans-Paul van der Putten,
Chinese Investment in the Port of Piraeus, Greece: The Relevance for the EU and the Netherlands, Clingendael

Ko Colijn, Luc van de Goor, Elsabé Willeboordse, Sanne van der Lugt and Jeroen Franken for commenting

on draft versions, and to Ron Veraart, Thanos Pallis (University of the Aegean), Hercules Haralambides

(Erasmus University Rotterdam), Thanos Dokos (Eliamep), Ronald Kleijwegt (Hewlett-Packard) and André

Vrijsen and his colleagues at IHC for discussions that provided valuable background information for this study.
2 Jamil Anderlini and Lucy Hornby, ‘China Overtakes US as World’s Largest Goods Trader’,

(accessed 8 February 2015).
5 UNCTAD, Review of Maritime Transport 2013, New York and Geneva: United Nations, 2013, p. 42; and
‘Greece, Japan, China and Germany: Still the Dominant World Fleet Shipowners’, Hellenic Shipping News,

6  UNCTAD, Review of Maritime Transport 2013, pp. 58-59.

7 ‘China’s Foreign Ports: The New Masters and Commanders’, The Economist, 8 June 2013.

8 John C.K. Daly, ‘China Focuses on its Maritime Silk Road’, Silk Road Reporters, 17 July 2014; and
‘China Accelerates Planning to Reconnect Maritime Silk Road’, Xinhuanet, 16 April 2014,
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http://www.ft.com/cms/s/0/7c2dbd70-79a6-11e3-b381-00144feabdc0.html#axzz3QWveMjGk
http://www.ft.com/cms/s/0/7c2dbd70-79a6-11e3-b381-00144feabdc0.html#axzz3QWveMjGk
http://www.worldshipping.org/about-the-industry/global-trade/top-50-world-container-ports
http://www.worldshipping.org/about-the-industry/global-trade/top-50-world-container-ports
http://www.bloomberg.com/news/articles/2015-01-19/shanghai-widens-lead-over-singapore-as-world-s-busiest-box-port
http://www.bloomberg.com/news/articles/2015-01-19/shanghai-widens-lead-over-singapore-as-world-s-busiest-box-port
http://www.alphaliner.com/top100/
http://www.drewry.co.uk/news.php?id=232
http://www.hellenicshippingnews.com/greece-japan-china-and-germany-still-the-dominant-world-fleet-shipowners/
http://www.hellenicshippingnews.com/greece-japan-china-and-germany-still-the-dominant-world-fleet-shipowners/
http://news.xinhuanet.com/english/china/2014-04/16/c_133267903.htm
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Maritime Silk Road. As a result, the container terminal at Piraeus has been growing very
rapidly over the past five years.®

The term ‘silk road’ has been in use since the nineteenth century and refers to the traditional
east-west trading network across Eurasia and the Indian Ocean region that flourished prior
to the sixteenth century.”® This network comprised both overland and maritime trading routes.
By using this term, the Chinese government emphasizes the commercial and open nature of
the modern version of this network. At the same time, the term evokes memories of China’s
past as a strong and prosperous country - a status that China’s current leadership is trying
to restore under an approach that it calls the Chinese Dream." The Chinese leadership
publicly presented its initiative for a 21% Century Maritime Silk Road in October 2013. Earlier
that year, China had already launched its Silk Road Economic Belt initiative, which is aimed
at infrastructure cooperation in a zone that stretches from Xinjiang (the north-western part
of China) to the Baltic Sea. The Chinese government uses the term ‘One Belt, One Road’
(yidai yilu) to refer to the combination of these two initiatives.”? Chinese investment in large
infrastructure projects constitutes the basis of One Belt, One Road. These projects are
financed, constructed, supplied and sometimes operated by Chinese firms that are either
state-owned or that otherwise have close relations with the Chinese government.”

This report aims to assess how the Chinese involvement in ports along the Asia-Europe
maritime corridor - from the South China Sea to the Mediterranean Sea - is relevant for

the European Union (EU), in particular when seen in the context of the One Belt, One Road
concept. One possible consequence could be that China will have increasing leverage over
the trade routes between China and the EU. This could affect, in particular, transit countries
and companies involved in transport and infrastructure, both within the EU and in the corridor
between East Asia and Europe. Another potential consequence could be that Europe’s role

as a hub in international transport and logistics decreases to the benefit of other regions
such as Central Asia, the Middle East, Africa, and China itself. Indeed, while both of these
consequences are likely to occur, it is not clear to what extent this might be the case. In order
to gain a better understanding of such developments, this report outlines China’s involvement
in maritime infrastructure, as well as the broader context of its role in shipping and railways
between China and Europe.

9 Van der Putten, Chinese Investment in the Port of Piraeus, Greece.
10 Christina Lin, ‘China’s New Silk Road to the Mediterranean: The Eurasian Land Bridge and Return of Admiral
Zheng He', ISPSWV Strategy Series 165, Berlin: ISPSW, October 2011; and ‘China’s Initiatives on Building the

(accessed 14 January 2015).
12 Justyna Szczudlik-Tatar, ‘China’s New Silk Road Diplomacy’, PISM Policy Paper 34/82, December 2013,

13 This applies also to Hong Kong-based companies.


http://www.xinhuanet.com/english/special/silkroad/
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http://www.pism.pl/files/?id_plik=15818
http://thediplomat.com/2014/05/chinas-new-silk-road-vision-revealed/
http://thediplomat.com/2014/05/chinas-new-silk-road-vision-revealed/
http://english.caixin.com/2014-12-10/100761304.html
http://newparadigm.schillerinstitute.com/media/one-road-and-one-belt-and-new-thinking-with-regard-to-concepts-and-practice/
http://newparadigm.schillerinstitute.com/media/one-road-and-one-belt-and-new-thinking-with-regard-to-concepts-and-practice/

2. Chinese Involvement in
Foreign Ports

Piraeus: China’'s New Gateway to Europe

The Chinese government regards the port of Piraeus in Greece as the main entry point

for Chinese exports into the Southern, Eastern and Central EU, as well as the key hub for
seaborne transportation across and around the Mediterranean Sea." In June 2014, China’s
Prime Minister Li Kegiang attended the China-Greece Marine Cooperation Forum and
visited the port of Piraeus, which is partly operated by the Chinese state-owned firm COSCO.
Li referred to COSCOQO's involvement in Piraeus as a ‘pearl’ in Sino-Greek cooperation,’®

and stated China’s ambition to help turn Piraeus into ‘China’s gateway into Europe’, to

make it into one of the most competitive ports in the world and to strengthen the port’s
inland railway links.'* Moreover, the Chinese prime minister also gave a speech in which he
explained China’s overall maritime policy. The fact that he chose Greece as the location for
this speech symbolizes Greece’s key role in China’s maritime policy. In July 2014, Chinese
President Xi Jinping also visited Greece to discuss closer cooperation. This rare succession
of visits by the prime minister and the president of China underlines Greece’s importance to
China’s foreign policy aims. The Chinese government and Chinese companies have expressed
an interest in also investing in ports other than Piraeus, as well as in several airports, the
electricity grid, and in the construction of a high-speed railway in Greece.”

From the perspective of the Chinese government, Greece is attractive as the European
‘bridgehead’ for the Maritime Silk Road - even though Greece is in a difficult economic
position and consequently politically less stable. It is a relatively small EU member state, with
increasingly close economic ties with China, and there are no major political sensitivities

in Sino-Greek relations.” Moreover, the two countries have a track record of cooperating
with regard to the evacuation of Chinese nationals during several crises in the region. In
March 2011, the Chinese government evacuated approximately 35,000 Chinese citizens from
Libya during the civil war. The Chinese Navy and Air Force participated in this operation,
which was the largest Chinese overseas evacuation operation to date, and the first in which

14  Alex Lennane, ‘Hewlett Packard-Cosco Deal Spurs Optimism in Greek Logistics’, The Loadstar,

(accessed 30 November 2013).
15 ‘Li Expounds on China’s Viewpoints in Maritime Affairs’, CCTV, 21 June 2014,

18 Sino-Turkish relations have in recent years been harmed by clashing views over Chinese rule over the Uyghur
minority in Xinjiang.


http://theloadstar.co.uk/hewlett-packard-cosco-deal-spurs-optimism-in-greek-logistics/
http://foreignpolicyblogs.com/2011/01/15/chinese-%E2%80%98trojan-horse%E2%80%99-investing-in-greece-or-invading-europe-part-i/
http://foreignpolicyblogs.com/2011/01/15/chinese-%E2%80%98trojan-horse%E2%80%99-investing-in-greece-or-invading-europe-part-i/
http://english.cntv.cn/2014/06/21/VIDE1403318042720954.shtml
http://www.pv-magazine.com/news/details/beitrag/greece-is-chinas-gateway-to-europe_100015501/#axzz3649QBpDV
http://www.pv-magazine.com/news/details/beitrag/greece-is-chinas-gateway-to-europe_100015501/#axzz3649QBpDV
http://www.reuters.com/article/2014/06/20/greece-china-assets-idUSL6N0P14DW20140620
http://www.reuters.com/article/2014/06/20/greece-china-assets-idUSL6N0P14DW20140620
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the Chinese military played a supportive role. Most of the evacuees were brought from

Libya to Greece in chartered passenger ships, and were flown back to China from there.

In 2014, with assistance from the Greek Navy, the Chinese government coordinated another,
smaller, evacuation of Chinese nationals from Libya.'® Previously, Greece had assisted in the
evacuation of Chinese nationals during violent crises in Albania (1997) and Lebanon (2006).%°
While Greece is a member of the North Atlantic Treaty Organization (NATO) and hosts a US
‘Naval Support Activity’ at a Greek military base, in 2014 (then) Greek Prime Minister Antonis
Samaras offered the Chinese Navy the use of maintenance and repair facilities on Crete and
to conduct joint naval patrols.?’ Greece’s geostrategic position has long been of great interest
to the European powers, the United States and Russia. China may affect the relationship
between Athens and the EU, as it provides the Greek government - to some degree - with an
alternative source of financial and diplomatic support.

COSCOr’s involvement in Piraeus began in 2009, when it obtained a concession from the
Greek government to operate part of the port’s container terminal for a period of 35 years.?
This concession relates to piers Il and lll of the container terminal. Under the agreement,
pier | was to remain under the management of the Piraeus Port Authority, the Greek state-
owned entity that previously operated the entire container terminal. The agreement obliged
COSCO to make substantial investments in order to increase the throughput of containers.
COSCO was also to add a new section to one of its two piers.?? COSCQ’s investments

have resulted in the rapid growth in container throughput. According to Containerization
International magazine, in 2012 Piraeus was the world’s fastest growing container port.

By 2013 Piraeus entered the top 10 of the largest container ports in Europe. From 2009 until
2014, its container throughput increased five-fold, from 0.7 million twenty-foot equivalent
units (TEU) to 3.6 million TEU.?* In September 2013, COSCO and the Greek government
reached an additional agreement, according to which the Chinese firm would invest an
extra € 230 million in order to increase the capacity of its part of the terminal to 6.2 million

20 John Fox and Frangms Godement A Power Audit of EU-China Relations, London: ECFR, April 2009, p. 83; and
21 Greece China Explore -l\-/l-é.ri.t-i;ﬁéh'.l'.ié-s-,-l.:'kathimerini, 14 July 2014, http://www.ekathimerini.com/4dcgi/_w_
22 TheGreekgovernmenthadalso been in discussion with port-operating companies, in particular Hutchison

container terminal operator, with a global market share of 9 per cent in terms of throughput; see COSCO
Pacific, Annual Report 2012, Hong Kong: COSCO Pacific, 2013, title page. The company is listed on the Hong
Kong stock exchange and 53 per cent-owned by COSCO Group.

23 The investment in pier lll involved € 120 million and was financed through a twelve-year bank loan with
repayments starting in 2016; see Keith Wallis, ‘Expansion at Greek Container Terminal’, South China

24 See http://ec.europa.eu/eurostat/statistics-explained/index.php/Maritime_ports_freight_and_passenger_
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http://www.ppptransport.eu/wiki/index.php/Case_Studies:_Piraeus_Container_Terminal
http://www.ppptransport.eu/wiki/index.php/Case_Studies:_Piraeus_Container_Terminal
http://www.scmp.com/article/1001299/expansion-greek-container-terminal
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TEU annually over the next seven years by expanding pier 11122 COSCO is also investing in
improved transit capacity, primarily by way of the railway link that was completed in 2013
between its terminal and the national railway system. Moreover, the company also established
a distribution centre at Piraeus.?

With COSCO's involvement, Piraeus is not only becoming an important gateway to the

EU, but also a major transhipment hub in the Mediterranean. This is significant since the
main shipping firms prefer to use increasingly large container ships on the Asia to Europe
route that make stops only at the largest ports along the way.?” The hub function of Piraeus
goes beyond the Sino-EU trade relationship and affects regional shipping patterns in the
Mediterranean and Black Sea. COSCO's involvement benefits Piraeus in at least three
important ways. First, COSCO has introduced the most modern equipment available. Second,
COSCO itself is a major shipping firm on the China-Europe route and thus a major customer
for the Piraeus terminal. COSCO is part of the Green Alliance, which also includes K-Line,
Hanjin and Yang Ming. Since these companies pool their vessels on the Asia-Europe route,
this means that these COSCO partners’ ships also call at Piraeus. Moreover, most major
shipping companies - including Maersk Line, Mediterranean Shipping Company (MSC),
French transportation company CMA CGM, China Shipping Container Lines and Evergreen
Line - also make use of Piraeus.?® In 2012, (then) COSCO Group Chairman Wei Jiafu stated
that 29 shipping companies had long-term affiliations with COSCQ’s terminal at Piraeus.?
Third, finally, although no exact figures are available, there are indications that the handling
costs per container at the COSCO piers are lower than at other Mediterranean ports, while
the piers’ productivity is high. COSCQ'’s part of the Piraeus container terminal, which has a
considerably higher container throughput than the part that is operated by the Piraeus Port
Authority, employs only about one-third of the number of regular workers (approximately

25 Inreturn, COSCO would no longer have to pay the fees to the Piraeus Port Authority that had originally been
agreed upon in 2009 until Greece’s GDP returns to the level that it was before the start of the financial crisis.
The European Commission in 2012 started an investigation concerning possible unlawful state aid. Only in late
2014 did the European Commission approve this additional agreement. In January 2015, COSCO commenced
work on the expansion of pier lll. See Port Technology, ‘Piraeus Privatization Moves Closer with COSCO

(accessed 30 January 2015).
26 COSCO Pacific holds its 50 per cent share in Piraeus Consolidation and Distribution Centre (PCDC) through
its subsidiary COSCO Ports (Greece) Sarl. The other 50 per cent of PCDC is owned by Elgeka through its

27 ‘Mediterranean BattlegroundPort Strategy 10 -F-éio.ruary 2015, http://www.portstrategy.com/news101/insight-
28 See P|raeusConta|ner Termlnal -t-o. Remam Successful Despite Upcoming Launch of Turkey’s Asyaport’,

Taranto, Italy, which it partly owns, and may decide to shift back to that port.
29 The Secretariat General of Communication, ‘Cultural Review of 40 Years of Diplomatic Relations’, June 2012,

(accessed 1 October 2013).
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270)*° compared with the Greek-operated pier (which has approximately 1,300).%' The local
managing director of COSCO, Fu Chenggqiu, has stated that productivity in its part of the
terminal rose from ten to twelve containers per hour to 44 containers per hour since the
Chinese company became involved.3? While costs are not the only relevant factor, the low
costs of transhipment at Piraeus are one of the reasons for its rapid growth.3?

One indication of Piraeus’s potential to grow further is the decision by Hewlett-Packard (HP)
to relocate a major part of its distribution activities from Rotterdam to Piraeus. The personal
computer (PC) final assembly locations of HP are, to a large extent, concentrated in China.
According to an agreement signed in March 2013 between HP,** COSCO and Greece’s
national railway company, HP started to use Piraeus as the main ocean-freight gateway for
South, Central and Eastern Europe, as well as Central Asia, North Africa and some parts of
the Middle East.*® HP’s products for these markets - mainly desktop and laptop PCs, printers
and related equipment, which are shipped from China to Greece in large container ships -
are reshipped from Piraeus on smaller ships to numerous ports in the Mediterranean and
the Black Sea. Moreover, goods destined for Central Europe are sent by train from Piraeus

to the Czech Republic, from where they are distributed further. For HP, the main motive to
use Piraeus as a distribution hub is to save costs: for ships coming to Europe from Asia via
the Suez Canal, Piraeus is closer than other ports in the EU. Other companies have come to
the same conclusion. Following HP’s example, Huawei, ZTE and Sony have also begun using
Piraeus as distribution hub.% Several other companies are interested in doing the same.?”
Furthermore, media reports say that there are plans to establish a duty-free zone linked to the
two COSCO piers to assemble and finish imported products.®® The Greek government offers
exemption from paying value-added tax on imported goods to large firms that use Piraeus as
a distribution hub for other countries in the region.*

30 Read the full article: Alain Salles, ‘Can A Chinese Shipping Conglomerate Save Greece’s Biggest

(accessed 1 December 2013). Only seven regular employees are Chinese. See Pierre Rimbert, ‘The Future of
Greece and Europe: China Lands in Greece’, Le Monde Diplomatique, 1 February 2013.

31 Rimbert, ‘The Future of Greece and Europe’.

32 Salles, ‘Can a Chinese Shipping Conglomerate Save Greece’s Biggest Port?’.

33 ‘Mediterranean Battleground’.

34 ANAmpa, ‘PM Hails COSCO-HP-Trainose Agreement as Vote of Confidence’, 1 March 2013,

35 See ‘Pythagoras Papadimitriou-Port of Piraeus: Creating a Greek Transit Center’, 6 June 2013,

and Africa (EMEA), Hewlett-Packard, by telephone, 11 September 2013.
36 ‘China’s Giant Huawei Invests in Greece’s Piraeus Port’, MarineLink.com, 13 December 2013,

37 E.Tsiliopoulos, ‘Samsung Interested in Piraeus as a Hub’, New Greek TV, 29 January 2014,

(accessed 2 February 2014); and Lennane, ‘Hewlett Packard-COSCO Deal Spurs Optimism in Greek Logistics’.
38 Lennane, ‘Hewlett Packard-COSCO Deal Spurs Optimism in Greek Logistics’.
39 VAT Exemption for Big Firms Using Greece as Transit Hub’, Ekathimerini, 28 February 2013,
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COSCO is eager to expand its role even further at Piraeus. The previous Greek government
was preparing to privatize Greece’s major ports - that is, Piraeus and Thessaloniki*® - and
COSCO was among the candidates to buy majority stakes in these ports.* Four other parties
had also expressed an interest in bidding for Piraeus,* including the Danish shipping and
port management giant Maersk, and a US firm, Ports America.*® The winner of the bid would
have obtained 67 per cent of the shares in the Piraeus Port Authority, and thus the exclusive
right to use and develop the entire port, including all the container, passenger, cargo and

oil terminals, plus adjacent real estate. However, national elections were held in Greece in
early 2015, which led to a major victory for the left-wing Syriza party. Immediately after the
new Syriza-led government was inaugurated, it announced that it would put all privatization
plans, including for Piraeus, on hold.** This occurred just days before the deadline of the
bidding procedure, and only a few days after COSCO had formally initiated works for the

€ 230 million expansion of pier lll according to the September 2013 agreement that was
mentioned earlier.*

It is unclear how Syriza's victory in the Greek elections of January 2015 will influence the
relationship between China and Greece. Not long after the new Greek government assumed
office, the Greek and Chinese prime ministers confirmed in a telephone call that both

remain committed to cooperating on Chinese investment in Greece, the port of Piraeus,

and the Maritime Silk Road.*® Despite uncertainty about the privatization of the Piraeus Port
Authority, the Greek government has so far left the 35-year lease agreement with COSCO
untouched.” The Chinese company is therefore likely to continue its efforts to develop the
role of the port as a major hub, which continues to be of great strategic relevance to China.*®

40 ‘Greek Government Plans to Privatize 12 Ports and 29 Airports’, Happens in Greece, 20 December 2011,
(accessed 29 August 2013).

41 COSCO is also interested in the Port of Thessaloniki; interview with F. Voumvaki.

42 ‘The Piraeus Port Authority (OLP) Privatization’, Northon Rose Fulbright, March 2014,

43 Angellkl -K;)-L.Jtantou, ‘China’s COSCO, Five Other Suitors Express Interest in Piraeus Port’, Reuters,

44 Lefter|sPapad|masand .F-K-e.nee Maltezou, ‘Greek PM Tsipras Freezes Privatizations, Markets Tumble’, Reuters,
(accessed 29 January 2015). The Syriza-led government does appear to regard China as an important counter-
part. Its leader, Alexis Tsipras met with the Russian and Chinese ambassadors in Athens just prior to his inau-
guration as the new prime minister; see Judy Dempsey, ‘Alexis Tsipras and Greece’s Miserable Foreign Policy’,

45 Nikos Roussanoglou, ‘Work Gets Started on New Piraeus Terminal’, Ekathimerini, 22 January 2015,

46 ‘Foreign Ministry Spokesperson Hua Chunying’s regular press conference on February 12 2015’, Permanent

47  ‘Finance Ministry Backs COSCO Deal in Piraeus, Not Further Privatization’, Ekathimerini, 10 February 2015,

48 However, while Beijing will probably look for ways to maintain close relations with Athens, the Chinese
government may now be less inclined to focus only on Piraeus as a crucial component in the One Belt,
One Road initiative. In the coming years, China may look for other Mediterranean ports that welcome Chinese
investment and that can play roles similar to that of Piraeus.
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Not only is Piraeus a primary European bridgehead for the Maritime Silk Road, but it is also
the hub that connects the Maritime Silk Road to the projected rail network of the Silk Road
Economic Belt.*®

Other Ports and Maritime Infrastructure Projects with Chinese
Involvement

While Piraeus is China’s main port infrastructure project at the western end of the Maritime
Silk Road, the many major seaports in China itself - Shanghai, Shenzhen and Hong Kong
being the largest®® - constitute its eastern end. Between these two ends, the two most
important strategic passages are the Strait of Malacca and the Suez Canal. The main ports
in the Strait of Malacca are Singapore and Port Klang (Malaysia), in both of which Chinese
involvement is limited. Singapore, in particular, is important for maritime shipping, as it is
the main logistical hub for South-East Asia and the world’s second largest container port.
While COSCO is a minority shareholder in (part of) a Singaporean container terminal, the
port of Singapore is firmly controlled by the city-state itself.°’ On the east coast of the Malay
peninsula, China intends to spend USS$ 2 billion to improve the port of Kuantan.®? There has
been some speculation as to whether China might become involved in the construction of
a canal across southern Thailand to connect the Gulf of Thailand with the Andaman Sea
(the Kra Canal).® This would create a route that is an alternative to the Strait of Malacca.
However, no such canal project has as yet been initiated.

Similar to the situation in Singapore, COSCO holds a minority share in the Suez Canal
Container Terminal, part of Port Said East Port at the northern end of the Suez Canal. Chinese
construction companies such as China Harbour Engineering Company (CHEC) and China
Communication Construction Company (CCCC) have been active in construction works at
Port Said East Port and al-Adabiya port (at the Suez Canal’s southern end).> In 2014, the
Egyptian government initiated a major expansion of the Suez Canal’s capacity, which should
limit the waiting times for ships before they can enter the canal.>® Although CHEC attempted
to obtain a contract for the dredging work involved, Egypt has awarded the contract to a

49 Victoria Ruan, ‘Syriza Party Win in Greek Election Unlikely to Hurt Chinese Investment’, SCMP,

50 Top50 World Contalner .P-c-).rié’-,.l-/l./or/d Shipping Council, http://www.worldshipping.org/about-the-industry/

51 Singapore has good relations with China but is autonomous in its foreign policy and allows the US Navy to use
its naval facilities and to station so-called littoral combat ships on a rotational basis.

52 Shannon Tiezzi, ‘The Maritime Silk Road vs. the String of Pearls’, The Diplomat, 13 February 2014,

53 ‘Maritime Silk Road to Include Thai Canal=", World Maritime News, 3 February 2015, http://worldmaritimenews.

54 Emma Scott, ‘China’s Silk Road Strategy: A Foothold in the Suez, but Looking to Israer, China Brief; Vol. 14,

(accessed 24 October 2014).
55 Kareem Fahim, ‘Egypt has Ambitious Plan for Suez Canal Expansion’, The New York Times, 6 August 2014,
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Dutch-Belgian-United Arab Emirates (UAE) consortium.% During a visit by Egypt’s President
Abdel Fattah el-Sisi to China in December 2014, the two countries agreed that China would
increase its cooperation with Egypt on the Suez Canal.?’ It is not clear what this cooperation
would entail. Still, for the time being, CHEC and other Chinese maritime construction
contractors may benefit indirectly from the Egyptian canal project. Because of the large size
of the works in Egypt, dredging companies from Belgium and the Netherlands - which are
influential in the international dredging market - have limited capacity left to participate in
projects elsewhere. Their Chinese competitors may be able to benefit from this by acquiring
contracts for port projects in Asia and Africa. Moreover, indirectly related to the Suez Canal
is China’s cooperation with Israel to construct a railway that connects the Red Sea port of
Eilat and the Mediterranean port of Ashdod. This ‘Red-Med’ railway should form - to some
degree - an alternative route for container traffic to the Suez Canal. In 2014, China and Israel
signed a memorandum for the implementation of this plan.®® Chinese firms are to be involved
in the financing and building of this railway.* In September 2014, the Israeli government
signed a contract with CHEC for the building of a new container port at Ashdod, to be
constructed near the existing port.*°

Apart from Piraeus, Port Said and Singapore, Chinese port operators are involved in a number
of other ports in the Asia-Europe maritime corridor. The Chinese state-owned enterprises
COSCO, Shanghai International Port Group (SIPG) and China Shipping Group have minority
stakes in two Belgian container terminals (COSCO at Antwerp and the latter two companies
at Zeebrugge).®' Hutchison Port Holdings (HPH), a subsidiary of the Hong Kong-based
conglomerate Hutchison Whampoa, operates terminals in Thailand, Vietnam, Myanmar,
Pakistan (Karachi), Egypt, Spain and Italy, as well as in Rotterdam, Europe’s largest port.

A Chinese company called China Overseas Port Holdings operates Gwadar Port in Pakistan.®?
Some of the Chinese-operated terminals around the Indian Ocean were built or improved

by Chinese construction companies. This is the case with Gwadar Port, which was built by

56 ‘Dutch Dredging Firms Win New Suez Canal Mega Contract’, Dutch News, 20 October 2014,

57 Shannon Tiezzi, ‘China’s Egypt Opportunity’, The Diplomat, 24 December 2014, http://thediplomat.
58 JonEmont W|IIB|b|s -Chi-rié-se. -C-Ht;(-)-—.Cl-w.oo Train Save Israel and Transform the Middle East?’, Tablet Magazine,

59 Scott, ‘China’s Silk Road Strategy’.
60 David Shamah, ‘China Firm to Build New Ashdod “Union Buster” Port’, The Times of Israel, 23 September 2014,

61 COSCO Pacific, Annual Report 2013, Hong Kong: COSCO Pacific, 2014, pp. 193-194; and
62 ‘China Confirms Takeover of Pak's Gwadar Port', The Times of India, 4 September 2012,
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CHEC, which is also involved in the extension of Qasim Port near Karachi.?® Also in Pakistan,
HPH has built a container terminal at the port of Karachi.®* Chinese firms are reportedly
interested in investing in the ‘iHavan’ port in the Maldives,® a large infrastructure project
that includes the development of a transhipment port, an export processing zone, an airport
and a cruise hub.% In Bangladesh, CHEC was recently awarded a contract for constructing a
new deep-sea port at Sonadia Island.®” In Myanmar and Sri Lanka, various Chinese firms are
participating in the development of major maritime infrastructure projects. China Merchants
Holdings (International) Company (CMHC), a Hong Kong-based firm, has a joint venture
with the Sri Lanka Port Authority, and has developed a 2.4 million TEU-capacity terminal

in the Port of Colombo. Together with the construction rights, it has a 35 years’ contract to
operate this port.®® A second major project in the south of Sri Lanka is the construction of
Hambantota Port, where CMHC and CHEC will develop and operate a container terminal.®
China was also to build a ‘port city’ in Colombo, a USS$ 1.5 billion project that, however, was
suspended by Sri Lanka’s new government, which came to power after the elections in early
2015.7° Moreover, along Africa’s east coast, apart from the previously mentioned activities in
Egypt, Chinese firms are engaged in various port projects. CCCC is expanding Port Sudan

in Sudan,”" as well as Lamu Port in Kenya, which is part of the South Sudan-Ethiopia-Kenya
corridor.”2 CMHC has a 23.5 per cent stake in Port de Djibouti in Djibouti.”® In Tanzania, CHEC
is constructing a major new deep-sea container port in Bagamoyo, which is projected to have

63 China Harbour Engineering Company, ‘Ongoing Projects’, http://www.chec.bj.cn/tabid/75/Default.aspx

64 Hutchison Port Holdings Limited, ‘Global Businesses, Ports’, http://www.hph.com/globalbusiness/ports.aspx

65 Invest Maldives, ‘Ihavanddhippolhu Integrated Development Project (IHavan)’, http://investmaldives.org/
66 C RajaMohanModlsPorts The Indian Express, 20 August 2014, http://indianexpress.com/article/opinion/

67 Syful Islam, ‘MoU Readied for Building Deep-Sea Port by Chinese Co’, The Financial Express, 5 June 2014,

68 Anusha Ondaatjie, ‘Sri Lanka Opens $500 Million Port Terminal Built by China’, Bloomberg Business,

69 Greg Kowler, ‘China Merchants Makes Second Huge Investment in Sri Lanka Ports’, The Journal of Commerce,

70 While the new government under President Maithripala Sirisena is regarded as less pro-Beijing than its
predecessor, it said it wants to continue cooperating with China: ‘Sri Lanka Approves Chinese Port Project

71 CCCC, ‘Overseas’, http://en.ccccltd.cn/business/overseas/index_1.html (accessed 23 February 2015).

72 ‘Kenya: Chinese Firm to Build Three Berths in Kenya's Lamu Port’, Allafrica, 5 August 2014,

73 China Merchants Group, ‘Ports’, http://wwwen.cmhk.com/n125/n141/c24537/content html
(accessed 23 February 2015).
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a capacity of 20 million TEU,” and in Dar es Salaam, HPH operates a container terminal.”®
In Mozambique, CHEC is active in the port of Maputo,’® while China has agreed to help with
improvements at the fishing port of Beira.””

74 Corianna Egan, ‘China Helps Fill Africa Port Infrastructure Vacuum’, Journal of Commerce Online,

75 HPH, ‘Global Business', http://www.hph.com/globalbusiness/ports.aspx?selgid=20#section20

76 CHEC, ‘Projects’, http://www.chec.bj.cn/zg/tabid/66/Default.aspx (accessed 23 February 2015).

77 ‘Mozambique and China Sign Agreement on Fishing Port’, AllAfrica 10 September 2014,
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3. Chinese Activities at Sea

Besides constructing and operating ports, China also deploys several activities at sea, both
commercial and military.

China’s Commercial Activities

China is a major player in several commercial maritime sectors. As was mentioned in the
introduction, it leads in shipbuilding: in 2013 China built 41 per cent of the world’s new

ships, followed by Korea and Japan. It mostly builds dry bulk ships (57 per cent of tonnage
delivered), oil tankers (18 per cent) and container ships (14 per cent).”® These include high-
tech ships such as liquefied natural gas (LNG) ships, very large gas carrier (VLGC) ships,
super-large container ships, duplex stainless steel chemical vessels, marine law enforcement
vessels, public service vessels and ocean fishing vessels. The number of new ships orders in
China amounted to more than 47 per cent of the total new orders worldwide.” Two prominent
shipbuilders are both subsidiaries of COSCO: COSCO Shipyard Group Company; and
COSCO Shipbuilding Industry Company (COSIC). COSCO Shipyard Group is specialized in
large vessel building, but also marine engineering construction, and provides ship repairing
services. COSIC is a large enterprise that has a strong focus on shipbuilding and ship
equipment.

China plays a very active role in shipping, both in the container and the bulk cargo market.

It is the third-largest ship-owning country in terms of tonnage and the largest in terms of
numbers, with 5,312 ocean-going merchant ships.8’ China has three major container carriers:
COSCO; China Shipping Container Lines (CSCL); and Orient Overseas Container Lines
(OOCL), which are listed as the fifth, seventh and twelfth largest container-line companies
respectively.®’ Concerning bulk shipping, COSCO has the world’s largest dry bulk shipping
cargo fleet, with an annual volume of more than 200 million tons of cargo. China Shipping
Bulk Carrier Company (CSBC) is also a major player that operates more than 260 vessels.

In container shipping, COSCO is part of the CKYHE Alliance (with Japan’s ‘K’ Line, Taiwan’s
Yang Ming, South Korea’s Hanjin and Taiwan'’s Evergreen lines). They pool together on the
route from Asia to Europe (and vice versa). OOCL is part of the G6 Alliance, together with
APL (Singapore), Hapag-Lloyd AG (Germany), Hyundai Merchant Marine (South Korea),
Mitsui OSK Lines (Japan), and Nippon Yusen Kaisha (Japan). The G6 Alliance was formed in
late 2011 and began to operate in March 2012 in Asia-Europe and Mediterranean trade. Their
cooperation expanded to trade between Asia and North America’s east coast in May 2013.
The alliance deploys a total of approximately 240 vessels, connecting 66 Asian, American and
European ports. Despite these impressive numbers, it should be noted that China’s shipping
industry is faced with several severe problems, such as strong international competition,
economic crises and overcapacity. The Chinese government has recently announced an

78 UNCTAD, Review of Maritime Transport 2013, New York and Geneva: United Nations, 2013, pp. 58-59.
79 China Research and Intelligence, Research Report on China Shipbuilding Industry 2014-2018, March 2014,
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investment of 1.8 billion yuan (around € 230 million) to upgrade outdated fleets in order to
make the ships more efficient, safe, and environmentally friendly.®?

It is not only Chinese firms that put their stamp on the shipping industry; the Chinese
authorities have an international reach that affects global market conditions. One telling
example is the 2012 decision by the Chinese authorities to restrict port rights for very large
ships, formally for safety reasons. This has particularly hit the Brazilian mining giant Vale,
which could not use its new series of ‘Very Large Ore Carriers’ (so called ‘Valemaxes’) for
shipments to China, the world’s largest iron ore importer.?® Vale had 24 out of 35 of these
huge carriers built in China, and was confident that these ships would be welcomed in China,
since Chinese banks invested substantially in this project as well. Many observers believed
that the Chinese denial of port access to these ships was aimed at protecting the market
share of COSCO, which was experiencing major financial difficulty.®* In September 2014, Vale
and COSCO signed an agreement according to which Vale would transfer four Valemaxes

to COSCO, while ten ships of this type were to be built by COSCO.% The Chinese authorities
subsequently allowed these ships to enter Chinese ports.®® Another example of the power of
the Chinese authorities is the blocking in 2014 by the Chinese competition authority of the
proposed P3 Network shipping alliance between Denmark’s AP Mgller-Maersk, Switzerland’s
MSC and France’s CMA CGM.?” These parties, the world’s three largest shipping companies,
announced in 2013 the establishment of an alliance to pool 255 ships in 29 loops (Asia-
Europe, Trans-Pacific and Trans-Atlantic), for a minimum period of ten years. This was the
second time that the Chinese competition authority has blocked a transaction, but the

first time that it has blocked a ‘foreign-to-foreign’ deal. It has expressed concerns about

the large market share of the parties when combined (46.7 per cent) on the Asia-Europe
route, the high degree of concentration in the market, the difficulty for new market entries,
and the weakened negotiation power of shippers and ports.8® Since Chinese law requires
the competition authority to assess the potential effects on China’s ‘national economic
development’,® the decision was interpreted internationally as an effort to protect Chinese
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shipping companies.?® The proposed alliance had been allowed by EU and US competition
authorities.

Chinese firms are also active in commercial activities at sea other than shipbuilding and
shipping. China, which is the world’s largest fish producer and exporter, also has the largest
distant-waters’ fishing fleet.' With regard to the China-Europe maritime corridor, Chinese
fishing boats are active in the China Seas, the Indian Ocean and in the Mediterranean Sea.®
In the energy sector, Chinese companies are very active in offshore oil and gas production
in the South China Sea. One of these companies, China National Offshore Qil Company
(CNOOQ), recently expressed an interest in investing in the Mediterranean, focusing on the
recently discovered Aphrodite offshore gas field in the exclusive economic zone of Cyprus.%®
As new opportunities for offshore oil and gas exploration are becoming available off the
East African coast, Chinese energy companies might also become more active in the Indian
Ocean.®* Finally, China is also increasingly interested in possibilities for seabed mining. In
early 2015, the Chinese manned submersible Jiaolong began exploring the Indian Ocean
seabed in search of rare metals.® The Jiaolong has the greatest depth range of any manned
submersible, which gives China a lead over other countries with regard to seabed exploration
at great depths.*® Moreover, it gives China the ability to detect underwater communication
cables and conduct salvage operations at such depths.*’

China’s Naval Activities

The Chinese People’s Liberation Army Navy (PLAN) is the largest navy in Asia in terms of
ships, with some 77 principal surface combatants, more than 60 submarines, 55 medium
and large amphibious ships, one aircraft carrier, and roughly 85 missile-equipped small
combatants.?® The Chinese Navy is currently replacing its older ships with fewer but more
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capable ships,® but its operational focus remains largely limited to the western Pacific, in
particular the Yellow, East China, and South China Seas. However, the role of the PLAN is
evolving, as the navy is increasingly deployed beyond these nearby seas to respond to non-
traditional security threats and as a diplomatic tool.'®® The most important example of this
long-distance engagement is the ongoing Chinese counter-piracy mission in the Gulf of Aden
under the authority of the United Nations (UN), which exists alongside similar missions by
many other navies. As a result, China has maintained a continuous naval presence, consisting
of two warships and a supply vessel, in the Gulf of Aden since early 2009."°' By doing so, the
PLAN has been able to protect Chinese and foreign commercial ships against attacks by
Somali pirates. The mission also serves several additional purposes that are relevant in the
context of the Maritime Silk Road.

First, this de facto permanent presence on a rotational basis off the Horn of Africa has
opened the possibility for China to expand the role of its navy to other tasks, such as
humanitarian relief or emergency evacuations in the Indian Ocean or the Mediterranean.

In 2011 during the previously mentioned evacuation of Chinese nationals from Libya,

China moved a frigate from the Gulf of Aden to the Mediterranean to escort the chartered
passenger ships that were used for the evacuation.'® Similarly, in 2014 successive Chinese
frigates temporarily abandoned the counter-piracy operation in the Gulf of Aden to escort
a Danish ship that was tasked with transporting chemical weapons away from Syria.’®
Another example was the deployment in 2010 of a Chinese hospital ship to the Gulf of Aden
as a temporary addition to the Chinese Navy ships that were already there. The hospital
ship visited several African ports, where it provided medical services to local people.
Internationally, the use of hospital ships in peacetime has increased dramatically, and is being
seen as a powerful soft-power instrument.'*

Second, the counter-piracy mission provides China with new diplomatic opportunities.
Thanks to its naval deployment, China has been able to join multilateral platforms that

have been established to facilitate communication and coordination among the various
countries that engage in naval counter-piracy activities in the Gulf of Aden. The mission also
increases possibilities for Chinese ships to join naval exercises with other countries, which
in turn gives China an extra opportunity to gain ‘a seat at the table where serious maritime
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matters are debated’.'® China and US naval chiefs have discussed confidence-building
proposals, including arranging simple joint exercises in the Gulf of Aden, the Mediterranean,
the South China Sea and the East China Sea.'®® Moreover, China has made good use of

its naval presence in the Gulf of Aden to ‘show its flag’ not just in ports around the Indian
Ocean, but also in the Mediterranean Sea, the Black Sea and the Atlantic - including ports
in Egypt, Israel, Greece, Italy, Ukraine, Bulgaria, Romania, France, the United Kingdom, the
Netherlands and Germany.'”” After completing their rotation, PLAN ships often make a series
of port calls. As Russell Hsiao points out: ‘it is not simply a demonstration of “showing the
flag”, [...] conducting port visits is a useful tool that extends China’s naval presence and
exhibits the country’s soft power’.'®® PLAN officers describe the purpose of these visits as
‘extending a friendly hand, showing goodwill, demonstrating an independent foreign policy
of peace, showing a desire to work with other countries and navies, and demonstrating the
achievements in China’s opening outside the world and economic development'.

Although the Chinese Navy has a continuous presence in the Gulf of Aden, it does not
have bases in the region or anywhere else outside China. For replenishments, it makes use
of commercial ports around the, and along the route from and to China.'® COSCO is the
Chinese Navy’s main partner with regard to providing logistical support for Chinese Navy
ships in commercial ports in the Indian Ocean region."® In 2005, media reports about an
internal report commissioned by the US Department of Defense triggered a widespread
and still continuing debate about possible Chinese intentions to establish naval support
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facilities in the Indian Ocean."" The report, which was written by the defence contractor
Booz Allen Hamilton, used the term ‘string of pearls’ to describe a Chinese strategy aimed at
acquiring such naval facilities in order to be able to project power overseas and protect oil
shipments."? The report correctly identified maritime infrastructure projects as the basis of
China’s attempt to strengthen its position in the Indian Ocean region."® However, the aim of
China’s approach is not to establish a military presence that may be used to protect maritime
supply lines against the navies of other countries. The PLAN merely plays a supportive role
in the Maritime Silk Road policy by conducting naval diplomacy and by addressing non-
traditional security threats such as piracy. There are as yet no signs of a Chinese naval
build-up in the Indian Ocean that would enable China to protect its supply lines against
actions by other naval powers such as the United States or India. Indeed, in the foreseeable
future such attempts would be futile and counterproductive. The Chinese Navy is facing
potential confrontations with the navies of the United States, Japan, Taiwan, Vietnam and
the Philippines in its near seas, and is unlikely to be able to project a substantial degree of
power in remote areas without increasing its vulnerability in East Asia and triggering a strong
response from India and the United States in the Indian Ocean.

Apart from the counter-piracy operation in the Gulf of Aden, China’s naval presence in

the Indian Ocean is small but increasing. In September 2014, a Chinese diesel-powered
submarine visited the Chinese-built container terminal at Colombo in Sri Lanka, at the same
time when President Xi visited Sri Lanka. The following month, a nuclear-powered Chinese
submarine also visited the port of Colombo."™ Nonetheless, it remains rare for Chinese Navy
submarines to visit a foreign port."® Still, as Chinese investment and the presence of Chinese
civilians in Africa and the Middle East continue to grow, there will probably be increasing
needs for the Chinese military to be able to conduct evacuations during regional crises

and perhaps rescue missions in case of kidnappings. There has been considerable debate
in China and abroad as to whether China might establish a logistical facility in the Indian
Ocean to support the counter-piracy mission. At some point the need for China to take this
step may arise,""® perhaps if Chinese naval activities around Africa expand substantially, but

111 Tiezzi, ‘The Maritime Silk Road vs. the String of Pearls’; James R. Holmes, ‘China Could Still Build “String of

113 Tiezzi, ‘The Maritime Silk Road vs. the String of Pearls’.
114 Jack Detsch, ‘China Boosts Submarine Fleets for Indian Ocean Allies’, The Diplomat, 13 February 2015,

(accessed 13 February 2015).
115 James Brown, ‘Chinese Submarine’s Sri Lanka Visit Prompts Rescue Questions’, The Interpreter,

116 Christopher D. Yung and Ross Rustici, ““Not an Idea We Have to Shun”: Chinese Overseas Basing
Requirements in the 21st Century’, China Strategic Perspectives, No. 7, Washington DC, October 2014,

23


http://thediplomat.com/2014/11/china-could-still-build-string-of-pearls/
http://thediplomat.com/2014/11/china-could-still-build-string-of-pearls/
http://epthinktank.eu/2013/06/26/chinas-investment-in-ports-what-is-behind-the-string-of-pearls-theory/
http://epthinktank.eu/2013/06/26/chinas-investment-in-ports-what-is-behind-the-string-of-pearls-theory/
http://articles.economictimes.indiatimes.com/2013-03-04/news/37437479_1_pakistan-s-gwadar-port-chinese-firm-escort-missions
http://articles.economictimes.indiatimes.com/2013-03-04/news/37437479_1_pakistan-s-gwadar-port-chinese-firm-escort-missions
http://www.chinausfocus.com/foreign-policy/the-string-of-pearls-and-the-maritime-silk-road/
http://www.chinausfocus.com/foreign-policy/the-string-of-pearls-and-the-maritime-silk-road/
http://www.washingtontimes.com/news/2005/jan/17/20050117-115550-1929r/?page=all
http://www.washingtontimes.com/news/2005/jan/17/20050117-115550-1929r/?page=all
http://thediplomat.com/2015/02/china-boosts-submarine-fleets-for-indian-ocean-allies/
http://www.lowyinterpreter.org/post/2014/09/26/Chinese-submarine-Sri-Lanka-visit-prompts-rescue-questions.aspx?COLLCC=3708858760&
http://www.lowyinterpreter.org/post/2014/09/26/Chinese-submarine-Sri-Lanka-visit-prompts-rescue-questions.aspx?COLLCC=3708858760&
http://ndupress.ndu.edu/Portals/68/Documents/stratperspective/china/ChinaPerspectives-7.pdf

China, Europe and the Maritime Silk Road | Clingendael report, March 2015

the Chinese government seems to prefer avoiding establishing even such a ‘light’ military
presence on foreign soil. So far, Chinese Navy ships in the Gulf of Aden have made use of
two ports in particular for replenishment and rest: Aden in Yemen; and Salalah in Oman.

For small repairs, the PLAN may be able to use the facilities of the Pakistani Navy in Karachi,
since Pakistan is a close security partner of China that makes use of Chinese-built weapons
systems.!”

Beyond its near seas, China focuses on strengthening its influence in maritime affairs through
the non-military means outlined in this report. Although these may not be substitutes for
warships when it comes to protecting supply lines during wartime, during peacetime they
may be quite effective. Moreover, the absence of overseas military bases and a large-scale
naval deployment in the Indian Ocean or the Mediterranean Sea limit the chances of China
becoming involved in a major war.
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4. The Silk Road as a Strategic
Framework

The activities outlined above give a broad picture of Chinese involvement along the China-
Europe sea lanes. The question that emerges is whether China has a broader strategic aim
underlying all of these activities, and what their relevance is for Europe.

One Belt, One Road

The Maritime Silk Road, as envisioned by China, will greatly improve connections between the
western Pacific, the Indian Ocean and the Mediterranean Sea, between South Asia and East
Africa, and between East Asia and Europe."”® However, this is merely the maritime dimension
of a broader strategic framework that China refers to as One Belt, One Road. The other

main element in this framework is the Silk Road Economic Belt,"® which consists primarily

of infrastructure that facilitates east-west trade over land, such as railways, roads and
pipelines (see Map 1). This main Eurasian corridor is to be complemented by several smaller
north-south corridors. The Bangladesh-China-India-Myanmar (BCIM) Economic Corridor is
aimed at improving transportation links between Yunnan Province in south-west China and
major port cities along the Bay of Bengal, including Kolkata and Chittagong.?® China also

has plans to extend its national rail system to Nepal (via Tibet) and several South-East Asian
countries, including Thailand and Singapore (via Yunnan)."”' Further west, the China-Pakistan
Economic Corridor should improve road, rail and pipeline links between China’s north-

west and the port of Gwadar in Pakistan.’?? Among the benefits for China of infrastructure
projects in South and South-East Asia is that they may contribute to faster and more secure
transportation of oil from the Middle East to China, by shorter routes and avoiding the Strait
of Malacca and South China Sea. Moreover, north of the Silk Road Economic Belt run several
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Map 1 Map showing some of the potential routes of the maritime and land

Silk Road that was published online by Xinhua, China’s state news
agency, in March 2014.
Source: http.//www.xinhuanet.com/

railways that connect China and Europe via Kazakhstan, Russia and Belarus, which are
increasingly used for transporting goods, mainly from China to the EU.'®

A largely conventional railway route between China and Europe that bypasses Russia is
expected to be available in the near future.’?* It will connect Central Asia and Turkey via
Azerbaijan and Georgia, but also involves obstacles such as switching between gauges

at some border crossings and a transit of railway cars by ferry across the Caspian Sea.'®
This route can become operational once the Baku-Tiblisi-Kars railway (BTK, connect-

ing Azerbaijan, Georgia and Turkey, which is expected to be completed in 2015) and the
Kars-Edirne high-speed railway (inside Turkey) have been completed. The Kars-Edirne line
will traverse the whole of Turkey, from Kars in the east (near the border with Georgia and
Armenia) to Edirne in the west (near the border with Greece and Bulgaria) via the Marmaray

123 Companies like Hewlett-Packard make intensive use of trains to ship products from factories in central China
to European markets, via Kazakhstan, Russia, Belarus and Poland. See Keith Bradsher ‘Hauling New Treasure
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Rail Tunnel under the Bosporus, which was opened in 2013.'%¢ Part of this route, the high-
speed railway between Istanbul and Ankara, was inaugurated in summer 2014.'” The
Istanbul-Ankara high-speed line was constructed by a consortium of two Chinese and two
Turkish firms.'28

China aims to construct new high-speed railways across many Asian countries. According

to media reports from China and Hong Kong, the Chinese government is considering a plan
for a direct high-speed railway line between China and the United Kingdom, via Kazakhstan,
Uzbekistan, Turkmenistan, Iran, Turkey, Bulgaria, Romania, Hungary, Austria, Germany,
Belgium and France. This would be a US$ 150 billion project, to be finished between 2020 and
2025.?° China has already announced that it will build a high-speed railway between Beijing
and Moscow." The Chinese government is reportedly even considering eventually extending
China’s high-speed rail system across nearly all parts of Asia to Europe and even North
America.”®

Besides Eurasia, Africa is another main focus area for China’s infrastructure development
plans. Indeed, the 1,860 kilometres-long Tazara Railway, which links the port of Dar es Salaam
in Tanzania with Zambia and was built in the 1970s by China, shows that Chinese involvement
in railway building in Africa is not a new phenomenon. While China is today actively exploring
options for the construction of high-speed railways in Africa,” for now the main emphasis
remains on conventional railways as well as highways. The previously mentioned port
construction projects along Africa’s east coast are often tied to plans for railway construction
that link these ports to interior regions, including landlocked countries in the central parts of
the African continent. For instance, two Chinese firms recently announced plans to construct
a railway to connect Ethiopia’s capital Addis Ababa with the Red Sea state of Djibouti.'*®
China has also signed a contract to develop a railway link between Mombasa, Kenya’s largest
seaport, and the capital Nairobi. This is the first stage of a project that will eventually link
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Tanzania, Uganda, Rwanda, Burundi and South Sudan.’®* The Maritime Silk Road thus acts
as a bridge not only between Asia and Europe, but also between Asia and Africa - linking
railways in Asia to those in Africa. Moreover, while Africa’s west coast may not perhaps

be explicitly covered by the Maritime Silk Road concept, China is also very active in port
and railway projects on the Atlantic side of the continent. For example, China will invest

in upgrading a railway from Mali to the Port of Dakar in Senegal, while at the same time
constructing a new line from Mali to the port of Conakry in Guinea.”® Chinese firms are also
active in railway projects in Nigeria and Angola.

The main difference between the Maritime Silk Road and the Silk Road Economic Belt is
that the shipping routes between Asia and Europe are already heavily used, while shipping
overland by train is still limited and has yet to enter the high-speed phase. More importantly,
the Chinese port and railway programmes are closely linked and tend to stimulate each other.
For instance, new ports in South Asia and East Africa make the building of new railways
that extend from these ports into the interior more attractive and feasible. This dynamic also
exists with regard to Piraeus. The successful growth of the Piraeus container port led by
COSCO has created a basis - and a need - for improved railway infrastructure leading from
Piraeus into the Balkans and Central Europe.® Since late 2013, the Chinese government has
announced plans together with the government of the involved countries to construct high-
speed railways from Piraeus via Skopje and Belgrade to Budapest,'®” and from the Black

Sea port of Constanta via Bucharest and Budapest to Vienna.'® If these new lines indeed
materialize and are connected to the high-speed line across Turkey that China is currently
helping to build, then this regional network could potentially be extended east to link to
China’s national rail system, and west to cover more parts of Europe. China has already
offered Bulgaria the use of its high-speed rail technology.™®

The Silk Road’s overland routes to Europe via Central Asia and the Middle East and the
maritime route via the Malacca Strait and the Suez Canal should thus be seen not only as
complementary to each other, but also to existing railway connections between China and
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Europe via Russia and - in the long run - to potential new shipping routes via the Arctic.'°
For now it is unclear whether and when ice-free periods will become sufficiently substantial
and stable for shipping lines to use them.™!

To date, China’s One Belt, One Road programme has had three significant consequences.
The first is that there is now a policy framework for Chinese infrastructure projects in Central
Asia, South-East Asia, South Asia, the Middle East, East Africa and Europe."? This makes it
easier for the Chinese government to develop a coherent approach to these projects, and to
maximize the long-term strategic value with regard to China’s foreign policy interests. These
interests include: enlarging and securing market access for Chinese exports and access to
raw materials; developing new markets for Chinese trade and investment; and strengthening
China’s diplomatic and commercial (and eventually geostrategic) influence. In terms of market
access, the EU is of particular importance, since it is China’s largest trade partner. Moreover,
the China-Europe maritime corridor is also important for China’s trade with its other main
trade partner, the United States. Container shipping between China and the North American
east coast increasingly makes use of the Suez Canal. Because the Panama Canal is narrower
than the Suez Canal and not wide enough for the largest container vessels, there is a shift
from the trans-Pacific to the trans-Atlantic route for container traffic between Asia and the
North American east coast."® In 2014, the container capacity from Asia to the US east coast
through the Suez Canal surpassed that of the Panama Canal for the first time."** Although the
Panama Canal is in the process of being widened, once this is completed it will still not be
able to accommodate the largest container vessels that are currently in use.'*

Regarding raw materials, oil from the Middle East, Central Asia and Africa is of major
significance, as are various other raw materials from Africa and South-East Asia. China’s
international transportation routes, whether relating to exports or imports, need to be secure
and stable. Disruptions could harm China’s economy, and other great powers or terrorist
organizations might use the threat of disruptions to exert political pressure on the Chinese
government. Developing new opportunities for trade and investment is a long-term interest
for China throughout Asia and Africa and - for investments - Europe. The emergence of new,
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more accessible or enlarged markets would provide Chinese firms with new commercial
opportunities and could help China to be less dependent on Western countries for its exports.
Finally, if China succeeds in strengthening its diplomatic and commercial influence in these
regions, this would further strengthen China’s rise as a great power (and create interests

that potentially require a further increase in influence). In East and South-East Asia - that

is, China’s home region - this process of expanding influence is compromised by troubled
relations with some of China’s neighbours and by the very strong position of the United
States in the region.

The second consequence has been an intensification of China’s diplomatic push to promote
cooperation on infrastructure development in these regions. Since late 2013, during their
visits to Asia, Europe and Africa, China’s top leaders have routinely promoted cooperation
on infrastructure development under the banner of the Silk Road (whether maritime or
overland). China has not established a multilateral platform for the entire geographical area
that is covered by One Belt, One Road policy. Still, the Chinese government promotes the Silk
Road and the related concept of ‘connectivity’ not just bilaterally but also at regional forums,
including the Asia-Europe Meeting (ASEM, a biannual summit between the EU and most
Asian countries), the Shanghai Cooperation Organization (SCO, aimed at Central Asia and
including also Russia), ASEAN+1 (ten South-East Asian countries plus China), the China-
Arab States Cooperation Forum (22 members of the Arab League plus China), the Forum

on China-African Cooperation (FOCAC, 50 African countries plus China), China-CEEC 16+1
(the sixteen Central and Eastern European Countries plus China),'*® and the Conference

for Interaction and Confidence-Building Measures in Asia (CICA, a forum for peace and
stability in Asia for which China is chair during 2014-2016)."” For instance, in late 2014 at a
China-ASEAN summit, Chinese Premier Li Kegiang announced that China would provide
USS 20 billion worth of loans to the Association of South-East Asian Nations (ASEAN) for
infrastructure development. On 28 January 2015, the African Union (AU) and China signed

a memorandum of understanding to cooperate on establishing new airports, high-speed
railways and roads to improve connections between African capitals.'®

Such a diplomatic push is clearly visible in the bilateral relations between Indonesia and
China, through both their maritime strategies. Indonesia, an archipelago of more than
17,000 islands, has a relatively weak maritime infrastructure. In order to improve this, the
Indonesian President Joko Widodo (known as Jokowi) has released a maritime strategy to
boost maritime connectivity, on domestic, regional and global levels. The strategy therefore
plans for more than 24 new harbours and five deep-sea ports, but also encompasses
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strengthening maritime security and developing maritime diplomacy. In the end, Indonesia
aims to be “a maritime axis” between the Pacific and Indian Oceans. Jokowi sees his maritime
strategy as fully complementary to the Chinese Maritime Silk Road, and indeed Chinese
Foreign Minister Wang Yi has promised to participate ‘actively in Indonesia’s construction of
maritime power’."*

The third consequence of China’s One Belt, One Road programme has been the launch of
two infrastructure development funds that are explicitly linked to the Belt and Road policy:

a USS 40 billion Silk Road Fund; and a US$ 20 billion Energy Development Fund.'®® Moreover,
several other infrastructure development funds are closely related to the One Belt, One Road
programme. These include the US$ 100 billion Asian Infrastructure Investment Bank (AlIB),'®’
the China-ASEAN Investment Cooperation Fund (for South-East Asia), and the China-CEE
Investment Cooperation Fund (for Central and Eastern Europe).’ In this regard, the One Belt,
One Road policy may be regarded as the internationalization and multilateralization of the
massive infrastructure construction policy that China initiated domestically in 2009, in part as
a response to the global financial crisis. It allows China to divert part of its foreign currency
reserves away from US treasury bills.

Based on Chinese official announcements and publications, the intended long-term outcome
of the One Belt, One Road process is a greatly improved transportation network throughout
Asia that stretches into Europe and Africa.”® New and improved transportation linkages
would contribute to turning Eurasia into an ‘economic space’, a broad geographic zone with
multiple sub-regions that is economically closely integrated.’> China is well positioned to play
the central role in this economic space, and Chinese state-owned enterprises and China-
friendly host governments would have a high degree of influence over key elements of the
transportation network.”® Such influence would limit the risk of disruptions to China’s foreign
trade and would increase options for the Chinese government to allow the flow of goods to

149 Shannon Tiezzi, ‘China Woos Indonesia’s New President’, The Diplomat, 5 November 2014, http://thediplomat.
com/2014/11/china-woos-indonesias-new-president/.
150 Hu Weijia, ‘New Fund Initiated for Silk Roads’, Global Times, 25 January 2015, http://www.globaltimes.cn/

151 DonRodneyOng Jun|0 ‘Asian Infrastructure Investment Bank: An Idea Whose Time Has Come?’,

152 ShannonTleZZ|Ch|na Offers $20 Billion in Loans to ASEAN’, The Diplomat, 15 November 2014,

163 Carrie Gracie, Al Aboard: China's Railway Dream’, BBC News Asia, 15 July 2014, http://www.bbe.com/news/
154 FW|II|amEngdahIEuraS|an Economic Boom and Geopolitics: China’s Land Bridge to Europe: The China-

(accessed 25 October 2014); and ‘Prof. Shi Ze: “One Road and One Belt” & New Thinking with Regard to
Concepts and Practice’.

155 Although not all Chinese companies active in infrastructure are state-owned - for example, Hong Kong-based
maritime companies are not state-owned - all large Chinese and Hong Kong companies have close relations
with the Chinese government.
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alternate between specific routes.®® The latter would further strengthen Chinese influence,
given other parties’ dependence on specific trade routes.

Beijing’s infrastructure-based approach to strengthening bilateral relations ultimately serves
not only China’s trade, investment and transportation interests, but also brings local leverage
that could be used for security and geostrategic purposes. This could strengthen China’s
ability to deal with such issues as the threat of terrorism and risks of the United States

or other major powers undermining China’s regional interests. At the same time, it would

at the local level enlarge China’s dependence on continuity in its relations with the host
countries’ governments. For Europe, new transportation infrastructure in the Middle East
and Africa would weaken its role as a traditional hub with regard to these regions. As a
legacy of colonial relations and because of Western Europe’s high level of development, many
transportation and supply-chain links starting or ending in African and some Middle Eastern
countries run via Europe. Major new hubs have already emerged in these regions in recent
decades - with Dubai being the foremost example - but with Chinese support many more
regional hubs and improved intra-regional transport services are currently being developed.
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5. Conclusion

China’s Maritime Silk Road is not aimed primarily at changing China’s role in international
shipping, but rather is part of a highly ambitious long-term programme for the economic
integration of a vast zone that comprises Europe, Africa and most of Asia, including Russia,
on the basis of infrastructure development. There are many possible developments that
could disrupt China’s plans - which are still undefined and at a very early stage - including
domestic changes within China, opposition from other countries, or unforeseen economic or
technological challenges. It therefore remains to be seen whether and how this programme
evolves after the current initial phase. However, if China keeps up the general pace and
direction in which it is now working, a more integrated Eurasia-Africa economic space with
China as an increasingly central actor could begin to take shape in the coming decade or so.

China’s involvement in ports and other maritime infrastructure (the Maritime Silk Road
initiative) should be seen in the context of its broader infrastructure activities under the
One Belt, One Road programme. Sea lanes and railways complement each other, and jointly
open up new trade links between regions within the Eurasia-Africa zone, and between this
zone and other economic regions such as North and Latin America. The potential benefits
are relevant not only for China and the various host countries: the improved or new ports
and railways support regional development and any actor or nation that is involved in
international trade. The One Belt, One Road programme may increase China’s international
influence in various ways. Because of the size of China’s economy and its role as a leading
importer and exporter of goods, improved infrastructure for international trade in any part
of the world tends to benefit China and to strengthen its role as a key trading partner.
Moreover, new infrastructure may lead to new sources of economic activity, but also to
higher levels of dependence on China-related trade flows for the transit countries. Yet this
is the case regardless of whether Chinese firms or Chinese financial institutions are involved
in creating such infrastructure. Particularly in developing countries, Chinese investment in
major infrastructure works can lead to increased leverage for Beijing in its relations with the
host government. This is especially the case if these works are financed by China or China-
controlled entities.

While the One Belt, One Road programme may provide the Chinese government with more
influence in international affairs, it should be noted that China is building commercial rather
than naval port installations. The focus of this programme is not on military dominance. The
Chinese Navy, whose supply lines west of the Strait of Malacca are highly vulnerable, plays a
role in the Maritime Silk Road, but only by strengthening China’s diplomatic influence and its
ability to address non-traditional security issues. Achieving sea power, including the ability
to secure or disrupt supply lines by military means, or to attack land targets from the sea, is
what China aims for in its near seas, but not in the Indian Ocean or the Mediterranean Sea.
In the long term it is possible that this will change: China’s diplomatic-commercial approach
might turn out to be only a stage in a trajectory that eventually involves also the expansion
of strategic-military influence. However, for now it seems that China may be able to secure
many of its foreign policy objectives by non-military means.
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The developments described in this report are significant for the European Union. First, China
is gradually becoming more influential economically and diplomatically - and eventually
geostrategically - in regions close to Europe. Stronger investment and trade relations
between China and countries in Africa, the Middle East and Central Asia are increasing
China’s stake in regional affairs, as well as the need for these countries to maintain friendly
relations with Beijing. For the time being this process is hardly visible, since China is careful
in such regions to keep a low profile in the military and security domain. Second, the Chinese
government has an increased ability to influence via which routes trade flows between China
and the EU. While this is not a matter of Beijing being able to switch between trade channels
on an ad-hoc basis, the Chinese government has growing leverage over how trajectories
develop during the course of several years. Piraeus is a good example: China’s decision

to develop this Greek port has been decisive in creating a new trade link between Central
Europe and Asia via Greece and the Balkans. This, in turn, affects intra-EU relations, since it
helps the Eastern European economies to move away from their peripheral role within the EU.
At the same time, the Chinese infrastructure strategy provides an opportunity to redefine and
deepen EU-China relations. Third, in the long term it is likely that transport and supply-chain
routes involving Asia and Africa will increasingly bypass Europe. While China will strengthen
its already central role in terms of logistics and transportation, Europe will at the same

time lose much of the centrality that it long held in these areas. On the other hand, China’s
engagement can help economic development in Europe’s neighbourhood, which contributes
to stability and can help the EU’s own economic growth.

China’s new initiatives discussed in this report are accelerating the growth of its influence on
maritime trade patterns as well as in Asia, Africa and Europe more broadly. How this affects
European interests depends in part on Europe’s response. A proactive approach to closely
monitoring and working with China and local actors seems to be the best way to preserve

a European role. Such engagement would also allow Europe to support and benefit from
economic development in the sectors and regions affected by China’s infrastructure strategy.
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Appendix: Overview of Major
Chinese Foreign Maritime
Infrastructure Projects’

Africa - HPH is part of a joint venture that operates two terminals at Egypt’s main commercial ports
(Alexandria Port and El Dekheila Port). HPH also operates the Tanzania International Container
Terminal in Dar es Salaam."

- CMHC owns 47.5% of the Lagos Container Terminal in Nigeria, 50% of the Togo container
terminals, and has acquired 23.5% of the Port of Djibouti.? As part of a US$ 10 billion project, it
will also construct a major new deep-sea port with a capacity of 20 million TEU annually, plus an
economic zone, at Bagamoyo, Tanzania.?

- CHEC is reinforcing the Oran Port in Algeria, extending a quay in Port Said (both in Egypt),
constructing new wharfs and container berths for Port Sudan, extending a container
terminal for the Port of Lobito in Angoela, constructing a coal wharf in the Port of Maputo in
Mozambique, renovating the Libreville-Moore Port in Gabon, has constructed the Takoradi Port
in Tema, Ghana, and is constructing a deep-water port in Cameroon.*

- CCCC is constructing new container berths for Port Sudan and the Friendship Port of
Mauritania.’* The company will also build three new berths at Lamu Port in Kenya.®

- CAMCE has a contract to expand the Port of Conakry, Guinea.’”

- China Eximbank has loaned Ivory Coast US$ 875 million for the construction of a second
container terminal at Abidjan Port.?

- China and Mozambique have signed an agreement to improve Beira fishing port.°

- COSCO Pacific operates and owns 20% of the Suez Canal Terminal in Egypt.?' It also has a joint
venture to operate and manage the Suez Canal Container Terminal (SCCT) in Port Said East Port
in Egypt.?

Europe - HPH operates the Trimodal Container Terminal Belgium in Willebroek, the DeCeTe Duisburg
inland terminal in Germany, the Taranto Container Terminal in Italy, the Barcelona Europe
South Terminal in Spain, the Container Terminal Frihamnen in Stockholm in Sweden, the Baltic
Container Terminal in Gdynia in Poland (which it has also built), the Port of Felixstowe, Harwich
International Port and London Thamesport in the UK, and various terminals in the Netherlands
(the Amsterdam Container Terminal, Moerdijk Container Terminal, the ECT City & Delta Terminals
in Rotterdam and the Trimodal Container Terminal Venlo)." HPH also develops the Fos 4XL
terminal in the Port of Marseille, France."

- COSCO Pacific operates and owns 100% of the Piraeus Terminal in Greece and is also 50%
owner of the Piraeus Consolidation and Distribution Centre. It also operates and owns 20% of
the Antwerp Terminal in Belgium.

- China Shipping Group has a 24% share in the APM Terminal in Zeebrugge, Belgium, of which
the Shanghai International Port group owns another 25%.™

- CCCC is constructing a dry dock for the Port of Malta.™

Latin - HKDN Group has been granted the sole rights (for a period of 100 years) to plan, design,

America construct and thereafter to operate and manage the Nicaragua Grand Canal.

Z"d_gte - HPH operates the Buenos Aires Container Terminal in Argentina, various ports in Mexico (the
aribbean

Ensanada International Terminal, the Lazaro Cardenas Terminal Portuaria de Contenedores, the
Terminal Internacional de Manzanillo, and the Internacional de Contenedores Asociados de
Veracruz) and two terminals in Panama at the Port of Balboa and the Port of Cristoba,' as well
as the Freeport Container Port in the Bahamas.'®

- CHEC is constructing a transhipment hub in Port Bight in Jamaica,” a maritime terminal and
new container wharf in Venezuela, a terminal at Santiago Port in Cuba, a berth for the Port of
Balboa in Panama and a Container Terminal in Manzanillo, Mexico.'®* CHEC has also signed an
agreement to build the Trinidad and Tobago Transhipment Port.”

157 This overview is meant to give an impression of the activities of the largest Chinese companies in the maritime
sector; it is by no means meant to be exhaustive.
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Middle
East

HPH operates the Oman International Container Terminal, the International Port Services at
Dammam in Saudi Arabia and the Hutchison Ajman International Terminal at Ajman Port in the
United Arab Emirates.”’

CHEC is constructing a new private Port of Ashdod in Israel, a new wharf in the Port of al-
Adabiya, expanding the Port of Tripoli in Lebanon, constructing the Doha New Port in Qatar,
and is developing several projects in Saudi Arabia (two new berths in the Ras Az Zwar Port,
the design and construction of the Port of Ma'aden, and construction of the Red Sea Gateway
Terminal in Jeddah).®

Australia

HPH has developed and operates new container terminals in Port Botany in Sydney and in the
Port of Brisbane.?

Asia

HPH operates two terminals in the Port of Tanjung Priok in Jakarta, Indonesia, two terminals

in South Korea (the Hutchison Busan Container Terminal in Busan and the Korea International
Terminal at Gwangyang Port), the Westports Malaysia at Port Klang in Malaysia, the Myanmar
International Terminal Thilawa in Yangon, the Karachi International Container Terminal in
Pakistan (HPH is also constructing a new terminal in Karachi®), the Saigon International
Terminals in Vietnam, and two terminals in the Port of Laemchabang in Thailand.?

CMHC has a joint venture company with the Sri Lanka Ports Authority. It is developing the
Colombo South Container Terminal in the Port of Colombo, Sri Lanka.?? CMHC and CCCC

have a joint venture to develop the second phase of the second largest port of Sri Lanka
(Hambantota Port), where they will construct four berths.?®

China Overseas Port Holding Company operates Port Gwadar in Pakistan, which was built

by CHEC.®

CHEC is constructing Port Gwadar and is extending the Qasim Port near Karachi, both in
Pakistan, constructing the Saigon International Terminal in Vietnam, a container terminal

at New Mooring in Chittagong, and has been awarded a contract to build a deep-sea port at
Sonadia Island® (both in Bangladesh), as well as designing and constructing various docks,
wharves and piers, etc., for the Port of Tuas South in Singapore, and has constructed (together
with Chinese partner Sinohydro) Hambantota Port in Sri Lanka.®'

COSCO Pacific owns 49% of the COSCO PSA Terminal in Singapore.®

Guangxi Beibu Gulf International Port Group has a 40% stake in Kuantan Port Consortium, which
wants to improve the Port of Kuantan in Malaysia.*

North
America

China Shipping Group operates the West Basin Container Terminal in the Port of Los Angeles in
the United States.*
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