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III. Development

INTERVIEW: PROFESSOR JUSTIN YIFU LIN

The Inside Story of China’s
Belt and Road Initiative

The following interview of [
Professor Justin Yifu Lin pres-
ents one of the most transpar-
ent and scientific views about
China s rationale behind the
Belt and Road Initiative.

Professor Lin is a leading
Chinese economist with unique
perspective and research meth-
ods. He is Dean of the Institute
of New Structural Economics,
Dean of the Institute of South-
South Cooperation and Devel-
opment, and Honorary Dean
of the School of National De-
velopment, Peking University. Professor Lin served as
Chief Economist and Senior Vice-President of the
World Bank from 2008 to 2012. His concept of “new
structural economics” is a very important source of
policy making for developing nations and a valuable
tool in understanding the driving rationale behind the
Belt and Road Initiative.

Hussein Askary, Vice-Chairman of the Belt and
Road Institute in Sweden (BRIX) conducted this inter-
view through written correspondence. Mr. Askary is
also Southwest Asia Coordinator for the Schiller Insti-
tute. The interview was posted on the BRIX website on
April 13, 2022. EIR is reprinting this interview with the
permission of the Belt and Road Institute in Sweden.

Definition and Launch
BRIX: In brief, what is your definition of the Belt
and Road Initiative (BRI)?

Prof. Justin Lin: China, a rising global power, pro-
posed the Belt and Road Initiative (BRI) in 2013 as a

development cooperation framework to fulfill its re-
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sponsibility for assisting other
developing countries. The ini-
tiative, based on China’s expe-
riences and strength, focuses
on infrastructure, and is enthu-
siastically received by both de-
veloping countries and multilat-
eral development institutions,
as infrastructure is the bottle-
neck for growth in most devel-
oping countries. Using a new
“structural economics perspec-
tive,” I have discussed China’s
rationale for proposing the BRI
and analyzed the unprece-
dented opportunities that the initiative offers for partner
countries to achieve their industrialization and modern-
ization.

cc/UNIDO

BRIX: What did enable China to launch the BRI?

Prof. Lin: Before its transition from a socialist
planned economy to a market economy, China was a
poor, inward-oriented country with a per capita GDP of
US$ 156 in 1978, less than one-third of the average of
USS 495 for countries in the Sub-Saharan Africa. At
that time 84% of its population lived below the interna-
tional poverty line of US$ 1.25 a day. Over the past 43
years after 1978, China has achieved an average annual
growth rate of 9.2% in GDP and an average annual
growth rate of 14.1% in the value of exports and im-
ports.

With those remarkable growth rates, China’s GDP,
measured in market exchange rate, overtook Japan in
2010, becoming the world’s second largest economy.
China’s export value surpassed Germany in the same
year, becoming the world’s largest exporter. China
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overtook the U.S. in total value of imports and exports
in 2013 and total economic size, measured in purchas-
ing power parity, in 2014, making the country the
world’s largest trading nation and economy.

By 2020, China had lifted all of its population out of
extreme poverty, 10 years ahead of other nations in
achieving the UN’s Sustainable Development Goals
(SDG) of eliminating extreme poverty. In 2021, Chi-
na’s per capita GDP reached US$ 12,551, about to cross
the high-income country’s threshold of US$12,695.
When that happens, the share of global population
living in high-income countries

velopment agenda and to coordinate their projects with
those of multilateral development institutions. China,
as an emerging global power, needs to take the same
responsibility as other developed countries for assisting
other developing countries’ growth.

There are two main reasons for China to propose the
BRI as a new global development cooperation initia-
tive.

Firstly, it is expected in the global community that
China needs to share a responsibility for global devel-
opment commeasurable to its weight in the world econ-

will increase from 16% to 34%, a
historical landmark in human his-
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tory. Currently China is the largest

trading partner for more than 120
countries and the second largest
trading partner for another 70 and
more countries. China’s achieve-
ments since the reform and open-
ing up in 1978 is unprecedented in
world economic history.

It is against this backdrop that
would like to discuss the rationale
for China’s proposal of the Belt
and Road Initiative, its popularity,
and BRI’s likely impact on the
global development from the per-
spective of new structural eco-
nomics.

Failure of IMF/World Bank Approach
BRIX: So, what is China’s rationale behind propos-
ing the BRI?

Prof. Lin: After the Second World War, various
multilateral development institutions, including the
World Bank, the International Monetary Fund and vari-
ous regional development banks, were set up for the
purpose of helping the economic reconstruction from
the war, to eliminate poverty, and to narrow the income
gap between developing and developed countries,
which were all considered essential goals for social and
political stability and peace in the world. Developed
countries also set up their own bilateral development
institutions, such as the U.S.’s Agency for International
Development, the UK’s Department for International
Development, and France’s French Development
Agency, to carry out their own countries’ overseas de-

74 NATO Alarmed at World Shake-Up Against Sanctions

Creative Commons
China has transitioned from a poor country to a modern, moderately wealthy nation. Here,
commuters on bicycles clog the street at the Dongdan intersection in Beijing in 2007.

omy. In 2009, President Hu Jintao of China reached an
agreement with President Barack Obama at the G20
Summit to increase China’s contribution to the funding
and voting powers in the World Bank and International
Monetary Fund. However, the United States Congress
balked at the agreement, frustrating China’s intention to
increase its role in the existing multilateral develop-
ment institutions.

Secondly, and more importantly, since the 1960s,
over US$4.6 trillion, measured in constant 2007 dol-
lars, in gross Official Development Assistance has been
offered to developing countries, including both bilat-
eral and multilateral aid. Despite this generous funding
support, the results have been disappointing. So far
only two low-income economies, South Korea and
Taiwan, China, have successfully moved up to high-
income economies since World War II. Mainland China
is likely to be the third around 2025. Among the 101
middle-income economies in 1960, only 13 were able
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to overcome the middle-income trap and
become high-income economies by 2008.

Most developing countries have been
trapped in poverty or middle-income status
and the development assistance with the com-
bination of money, advice and conditions
from rich nations has failed to achieve its in-
tended goal of supporting a sustainable devel-
opment in developing countries. If China’s
assistance had followed the same approach as
that adopted by the existing global develop-
ment institutions, the results would not have
been expected to be different.

A Different Approach — The BRI

BRIX: Which approach did China take
that is different than those of these interna-
tional institutions?

cc/Denys Nevozhai

“Modern economic development is a process of continuous structural
transformations, including the upgrading of ... infrastructure....” Shown

Prof. Lin: Modern economic develop-
ment is a process of continuous structural
transformation including the upgrade of in-
dustries from traditional agriculture to manufacturing
and further to service so as to raise productivity and
income. In the process, both infrastructure and institu-
tions require improvements according to the needs of
industries so as to make the application of specific tech-
nology feasible and to reduce the transaction costs of
organizing the production and market exchange.

A developing country has the potential to grow
faster than developed countries due to the “advantages”
of backwardness. If development assistance is used to
help remove the bottlenecks of structural transforma-
tion in the developing countries, the recipient countries
should be able to tap into the potential of advantages of
backwardness, eliminate poverty, and catch up to the
developed countries. If the development assistance is
not used to remove the bottlenecks of development in
the developing countries, even assistance with the best
intentions will be ineffective.

Bottlenecks to Development

BRIX: In his keynote speech at the 2015 Forum on
China-Africa Cooperation (FOCAC), President Xi Jin-
ping addressed the “bottlenecks of development” which
need to be surpassed in order for Africa to achieve in-
dustrialization and eliminate poverty. He mentioned
three: 1. Shortage of capital. 2. Lack of infrastructure.
3. Shortage of skilled Labor.
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here: the huge, six-stack interchange at Nanbei Road and Yan’an Road in
Puxi, Shanghai, one of China's ancient cities, June 9, 2016.

What is the most serious bottleneck for structural
transformation in developing countries?

Prof. Lin: According to the new structural econom-
ics, any developing country can grow dynamically 1) if
the enterprises in that country develop their industries
according to the comparative advantages determined
by that country’s endowment structure so their factor
costs of production will be competitive in domestic and
international markets; and 2) if the state plays a facili-
tating role to help its enterprises overcome the bottle-
necks in hard and soft infrastructure so as to reduce the
transaction costs in their businesses so their total costs,
including factor costs and transaction costs, will be low
and competitive in domestic and international markets.
According to this perspective, no matter under what
stage or condition of development, a country must have
comparative advantages in certain industries.

The failure of development in a country is usually
caused by the bottlenecks of soft and hard infrastruc-
ture, so the country’s comparative advantages remain in
the latent state and its enterprises fail to be competitive
in the domestic and international markets. Infrastruc-
ture bottlenecks are observable for anyone travelling in
the developing countries, and the benefits of infrastruc-
ture investment are particularly apparent when examin-
ing the Chinese development experience. During its
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transition toward a market economy between 1978 and
2020, China expanded its railroad network from 48,600
km to 146,300 km, its highway network from 890,200
km to 5,198,100 km, and its expressway network from
100 km in 1988 to 161,000 km in 2020.

Aggregate Chinese real income would have been
approximately 6% lower in 2007 if the expressway net-
work had not been built from 4,800 km in 1998 to
41,000 km in 2005. Most development assistances from
the multilateral and bilateral development institutions
were used for humanitarian purposes, such as health
and education, and improvement of governance, such
as transparency, law, democracy, and business environ-
ment, in the recipient countries. Those projects
fall largely into the category of improving the
soft infrastructure. The hard infrastructure bot-
tleneck remains the major obstacle for develop-
ment in the developing countries.

Greatest Infrastructure Needs

BRIX: What are the estimated needs of the
Asian and African developing nations in terms
of infrastructure?

Prof Lin: There are huge needs for infra-
structure investment. According to estimates of
the Asian Development Bank, from 2016 to
2030, developing Asia requires infrastructure in-
vestment of US$ 26 trillion, as the infrastructure
gap averaged 2.4% of the projected GDP for the
S-year period from 2016 to 2020. The estimates
by the African Development Bank (AfDB) sug-
gest that the continent’s infrastructure needs
amount to $130—$170 billion a year, with a financing
gap in the range $67.6—$107.5 billion a year. The In-
ter-America Development Bank calculates an infra-
structure gap of $150 billion per year in Latin America
and the Caribbean. If the development assistance is
used for removing the hard infrastructure bottlenecks,
the recipient countries should be able to grow dynami-
cally as suggested by the Chinese motto: “for a country
to get rich, build roads first.”

China’s Role
BRIX: How does China contribute to filling this
gap in infrastructure?

Prof. Lin: With China’s own experience and the
commitment for global development, President Xi Jin-
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ping proposed the “Silk Road Economic Belt Initiative”
during a visit to Kazakhstan in September 2013. In Oc-
tober of the same year, he proposed the “21st Century
Maritime Silk Road Initiative” in Indonesia when at-
tending an ASEAN meeting. Those two initiatives form
the backbone of BRI. The BRI intends to establish a new
global development cooperation framework using infra-
structure investment as a vehicle for “policy communi-
cation, road connectivity, unimpeded trade, currency
circulation, and friendship building” to achieve “a com-
munity of common interest, destiny and responsibility.”

Along with BRI, China proposed to set up the Asian
Infrastructure Investment Bank (AIIB) in 2013 as a

CGIS

In 2013, Chinese President Xi Jinping proposed the “New Silk Road
Economic Belt Initiative,” and the “21st Century Maritime Silk Road
Initiative,” with an Asian Infrastructure Investment Bank to fund these
vast proposals.

new multilateral development institution with a man-
date to provide funding for infrastructure projects in
Asia and beyond. With the evolving new challenges
and opportunities since its conception in 2013, a number
of new initiatives have been proposed with new en-
deavors being brought in and incorporated, including
health, green, digital, and clean, on top of the initial
focus on infrastructure connectivity.

BRIX: Despite negative media coverage of the BRI
and criticism by Western institutions and think tanks,
the number of nations and organizations joining it keep
increasing. What is the secret behind this attraction to
the BRI?

Prof. Lin: The BRI has been warmly received glob-
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ally since its inception in 2013. By
January 2022, 147 countries and
32 international organizations
have signed cooperation agree-
ments with China. Meanwhile, the
AIIB has 57 founding countries
from five continents, including
major developed countries (except
for the U.S., Japan and Canada),
and most countries in Asia and
Europe. AIIB’s membership has
increased to 104 countries, the
largest next only to the World
Bank among all multilateral de-
velopment institutions. There are
three reasons for BRI’s popularity:

Firstly, China has comparative
advantages in the execution of in-
frastructure projects obtained from
its large amount of infrastructure
investments in recent decades. China produces more
than half of the world’s cement, steel, and other con-
struction materials every year. Chinese civil engineering
enterprises are among the most competitive in the world.
China is credible in promoting and giving assistance to
infrastructure project in other countries.

Secondly, China has a high savings rate—around
45% of GDP annually—and foreign exchange reserves
of more than USS$ 3 trillion. So, China has ample funds
for contributing to infrastructure projects in BRI part-
ner countries. As indicated, the infrastructure projects
are welcome by developing countries with infrastruc-
ture bottlenecks.

Thirdly, China has an advantage in assisting struc-
tural transformation in BRI-participating countries.
The dynamic development of labor-intensive industries
after the reform and opening-up in 1978 has made
China the world’s factory and the largest exporter. With
constantly rising wages and fast accumulation of capi-
tal, causing changes in comparative advantages in
China, these industries have had to be relocated to other
developing countries with a lower wage level than Chi-
na’s. Most countries along the routes of Belt and Road
are middle or low-income countries, and are, therefore,
ideal destinations for the relocation of China’s labor-
intensive industries. BRI’s infrastructure projects will
facilitate these countries to capture the window of op-
portunity from China’s relocation of labor-intensive in-
dustries.

Experience since World War II shows that a devel-
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Since opening up in 1978, China has become the world's factory and largest exporter.
Shown: China s second domestically developed, large passenger jet, the C919, built by
the Commercial Aircraft Corp. of China (Comac), in a super-hangar at Shanghai's
Pudong International Airport, April 30, 2021.

oping country that seizes the window of opportunity
arising from the international relocation of labor-inten-
sive industries will grow dynamically for twenty or
more years, enabling it to get rid of poverty and move
up to be a middle-income or even a high-income coun-
try. In the 1960s, when Japan started to transfer its la-
bor-intensive industries overseas, its manufacturing in-
dustry employed 9.7 million people; in the 1980s, when
the Four Asian Tigers went through the same stage, the
manufacturing industry in South Korea employed 2.3
million people; in Taiwan, it was 1.5 million; in Hong
Kong, less than 1 million;, and in Singapore, 0.5 mil-
lion people.

By contrast, China employed 125 million people in
manufacturing industries with 85 million in labor-in-
tensive industry in 2010, which means ample opportu-
nities for all the developing BRI partner countries to
achieve industrialization and modernization simultane-
ously. However, the number in manufacturing dropped
to 121 million and labor-intensive industries to around
80 million in 2018 according to China’s 4th economic
survey in 2018.

Impact on Global Development
BRIX: What is the likely impact of the BRI on
global development?

Prof Lin: Modern firms rely crucially on infrastruc-
ture. Lack of infrastructure not only makes firms less

competitive but also causes them to be unable to start
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many promising businesses. This is most apparent in
Sub-Saharan Africa (with the exception of South
Africa), where per capita electricity consumption aver-
ages only 124 kilowatt-hours a year, hardly enough to
power one light bulb per person for six hours a day.

Since electricity is scarce, it is also costly. Accord-
ing to surveys undertaken for the World Bank’s Invest-
ment Climate Assessments in 2000-2004, firms in
Benin, Burkina Faso, Gambia, Madagascar, Mozam-
bique, Niger, and Senegal spend more than 10% of their
total costs on energy, whereas the cost of energy for
firms in China is only 3% of total costs. For the median
Tanzanian firms, losses from power failure alone
amounted to 10% of their sales while losses for the
median Chinese firm were only 1%.

Furthermore, because of poor road and port facili-
ties, many people in Sub-Saharan Africa have no
access to domestic and global markets. Many countries
in Sub-Saharan Africa are landlocked. About two-
thirds of their populations live in rural areas with the
lowest road density in the world. Not surprisingly,
transport costs in Sub-Saharan Africa are high, repre-
senting about 16% of indirect costs for their firms. In-
frastructure investments should have a high priority
for developing countries.

‘New Structural Economics’
BRIX: You mentioned the concept “new structural
economics” several times. What does it imply?

Prof. Lin: The “new structural economics” pro-
poses the use of neoclassical approach to study the de-
terminants and impacts of economic structure and its
evolution in the process of a country’s economic devel-
opment. It argues that an economy’s production (indus-
trial and technological) structure, infrastructure and su-
perstructure are all endogenous to the economy’s
endowment structure, which is given at any specific
time and changeable over time; the best way to develop
an economy is to evolve the economy’s production
structure according to its comparative advantages, de-
termined by the economy’s endowment structure, to
improve the infrastructure and superstructure accord-
ing to the needs of its production structure; and an effi-
cient market and a facilitating state are two fundamen-
tal institutions for the structural transformation to
proceed smoothly.

As “new structural economics” elaborates, modern
economic development is a process of structural trans-
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formation, featuring continuous technological innova-
tion, industrial upgrading, and improvement in hard
and soft infrastructure. At the pre-modern stage of de-
velopment, a country often has more than 85% of its
population living in rural area and engaging in agricul-
ture. At this agrarian stage, the production is mostly
rain-fed and for farmers’ own consumption. When the
structure shifts to modern manufacturing, electricity
becomes essential for production and producers will
mostly mass-produce for broad markets rather than for
their own use. As the market range expands, roads and
ports are needed for producers to sell their goods to do-
mestic and international markets.

Especially, the internet and digital technology make
it possible for small firms in remote villages to produce
for the global market and workers in a developing coun-
try to perform back-office jobs for companies in devel-
oped countries if appropriate telecommunication infra-
structure is available. In addition, with climate change
and increasingly frequent natural disasters, adequate
infrastructure is needed more than ever to support sus-
tainable development by enhancing countries’ adapta-
tion and mitigation capacity for natural shocks.

BRIX: So, is building infrastructure a cornerstone
of the BRI?

Prof. Lin: Infrastructure investment has a large
positive impact on supporting growth in developing
countries. Estimates show that annual growth among
developing countries increased by 1.6% on average in
2001-05 relative to that in 1991-95 as a result of infra-
structure improvements. This effect, estimated to be
2.7% per year, was most significant in South Asia. If
low-income countries in Sub-Saharan Africa were to
have the same level of infrastructure as Indonesia, the
growth rate of West African low-income countries
would increase 1.7% per year.

If African countries would invest to reduce the in-
frastructure gap between their level and the average
level in Pakistan or India, Central African low-income
countries would gain an additional 2.2 percentage
points in annual growth and East and West African
countries 1.6 percentage points in annual growth. Simi-
larly, if Latin American countries were to reach the av-
erage infrastructure level in non-LAC (Latin America
and Caribbean) middle-income countries such as
Turkey, Latin America would have approximately 2
percentage-points increase in growth per year.
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Infrastructure promotes development, improves livelihoods, raises health and
educational outcomes, and increases connectivity and trade within and among nations.

Shown: the Beijing-Shenyang high-speed railway, Sept. 21, 2021.

Infrastructure deficits in developing countries not
only curtail development but also affect the livelihoods
of millions of people. In Sub-Saharan Africa, 46% of
people lacked access to electricity in 2019 and only a
third of African rural households had access to an all-
weather road in 2006. Infrastructure shortfalls also in-
fluence health and education outcomes. In Morocco,
the building of all-weather roads increased school at-
tendance by girls from 28% to 68% during the period
1985-1995. Road improvements also improved acces-
sibility to butane gas for cooking and heating in rural
areas, which generated important welfare gains for
women. And road infrastructure influenced health indi-
cators, for example, by doubling the number of visits to
hospitals and health centers.

Other studies have demonstrated that improved san-
itation and water supply can substantially reduce diar-
rheal morbidity, which causes the death of 1.8 million
people every year, according to the World Health Orga-
nization. Therefore, infrastructure investments hold the
key to realize many Sustainable Development Goals.

Benefits to Developed Countries

BRIX: What will developed countries benefit from
building modern infrastructure in developing coun-
tries?

Prof. Lin: Advanced economies do gain from infra-
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structure investments in develop-
ing countries. Building infrastruc-
ture projects such as power stations
or ports in developing countries
requires capital goods which are
70% sourced from high-income
countries. Studies have also dem-
onstrated that infrastructure in-
vestment increases trade in both
developing and advanced coun-
tries. I used WITS/Comtrade data
(World Bank’s World Integrated
Trade Solution/UN International
Trade Statistics Database) to show
that a US$1 increase in investment
in developing countries is accom-
panied by a US$0.50 increase in
imports in those countries, and a
US$0.35 increase in exports from
high-income countries.

It is estimated that the entire in-
frastructure deficit—the gap between projected avail-
able resources and estimated financing needs—in the
developing world exceeds US$500 billion annually.
Based on these estimates, I calculated that overcoming
the infrastructure gap would correspond to an increase
in demand for capital goods imports on the order of
US$250 billion, of which about US$175 billion would
be sourced from high-income countries. This corre-
sponds to approximately 7% of total capital goods ex-
ports from high-income countries in 2010. In short, in-
creasing infrastructure investment in developing coun-
tries proposed by the BRI could support a virtuous,
self-reinforcing cycle, and lift growth and well-being in
both developing countries and developed countries.

CC/N509FZ

Improved Connectivity

BRIX: Are there any concrete estimates of the
impact of improved connectivity within the BRI coun-
tries on trade and economic growth?

Prof. Lin: According to the 2019 assessment by the
World Bank, BRI transport projects could reduce travel
times along the economic corridors by 12%, increase
trade between 2.7% and 9.7%, increase income by up to
3.4% and lift 7.6 million people from extreme poverty
in the participating countries if the projects are com-
pleted and the participating countries adopt needed re-
forms to increase transparency, expand trade, improve
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debt sustainability and mitigate environmental, social
and corruption risks.

The Digital Silk Road, launched by China together
with Egypt, Laos, Saudi Arabia, Serbia, Thailand,
Turkey, and UAE in 2017 to harness the opportunities
brought by the digital era, is likely to have impacts on
reducing transaction costs and expanding market reach
and job opportunities similar to road connectivity. To
implement this initiative, China and 22 partner coun-
tries have jointly built up the platform “Silk Road E-
commerce.” In 2019, the total amount of cross-border
e-commerce imports and exports between China and
the participating countries of the digital Silk Road plat-
form increased by 87.9% year-on-year, according to the
Advisory Council of Belt and Road Forum report of
2021. Similar contributions to the realization of other
related goals of SDGs can be expected from the Health
Silk Road, Green Silk Road, and Clean Silk Road.

Conclusion
BRIX: What would you like to say about the BRI in

conclusion?
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Prof. Lin: The response to China’s BRI has been
enthusiastic from most countries in the world. The ini-
tiative goes in line with China’s responsibility as an
emerging global power and is likely to bring unprec-
edented opportunities for the partner countries to
achieve their goal of industrialization and moderniza-
tion.

The BRI is a Chinese initiative which is primarily
based on bilateral relations because the projects in the
initiative need to be accepted by partner countries.
Some of those projects may have to be agreed with
many countries. For example, the China-Europe rail-
road from Chongqing, China to Duisburg, Germany
passes through many countries. Certainly, all countries
along the route need to reach an agreement. If BRI
projects are well designed and implemented, they will
have good economical returns. Without this initiative,
many infrastructure projects may never be constructed
or take a century to be realized. With this new initia-
tive, a faster infrastructure development in many part-
ner countries can be expected, just like the railway
from Chongqing to Duisburg which was inaugurated
in2011.

The BRI is not yet a decade old and is thus still in its
early formation stage. More research is needed to un-
derstand how the BRI will further evolve, how to fi-
nance and implement its ambitious projects in a green
and clean way in countries with different legal environ-
ments, and what opportunities it will generate for local
and international business. Overall, the bilateral and
multilateral development cooperation of the BRI is
likely to contribute to a faster growth in the developing
countries, expanding business opportunities for enter-
prises and jobs and income for people in its partner
countries and the world.

Hussein Askary: [ would like to thank you Profes-
sor Justin Lin, on behalf of the Belt and Road Institute
in Sweden and our readers for providing this valuable
knowledge and analysis of the Belt and Road Initia-
tive.

More of Professor Justin Yifu Lin's economics writ-
ings are available online at JSTOR.

Professor Lin's presentation on “China’s BRI: The
Rationale and Likely Impacts,” on Panel 2 (Economy)
of the Schiller Institute s April 9 conference, “To Estab-
lish a New Security and Development Architecture for
all Nations,” is available here.
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