
Infrastructure 

China’s OBOR initiative can help to improve 
sustainable economic growth for inland 
China through improved infrastructure 
connectivity, reducing the marginal 
transaction cost of exported goods. 

This is a response to some of the urban 
strains resulting from rapid economic 
growth along the eastern seaboard 
covering major economic areas, the Bohai 
Rim and Yangtze and Pearl River Deltas, 
which still account for the majority of 
China’s GDP and trade. 

Improved Connectivity 

The improved connectivity sought is 
both within China and external through 
trade routes, with a particular focus on 
revitalising the historical Silk Road through 
Central Asia to Europe and the Maritime 
Silk Road from South China to South-East 
Asia and on through Africa to Europe.

A key focus of domestic OBOR 
infrastructure development is to improve 
connectivity between Western regions 
such as Chongqing, Gansu, Qinghai, 
Shaanxi, Sichuan, Xinjiang and Yunnan, and 
external trade routes. 

However, there are many other places also 
seeking to use OBOR as an opportunity 
to improve connectivity to external trade 
routes, such as the cities of Changchun 
in the North-East and Xiamen in the 
South-East. Much of the domestic OBOR 
infrastructure planning is linked to “new 
areas” such as Tianfu in Chengdu, Xixian in 
Xian and Guian in Guizhou.

This infrastructure investment will be broad 
in its range, including rail, road, ports and 
airports.  It will also extend to enabling 
infrastructure such as power, integrated 
transport hubs and logistics centres.

The infrastructure 
investment will be 
broad in its range, 
including rail, 
road, ports and 
airports”   

Case Study

OBOR provides opportunities 
for contractors to build major 
infrastructure which benefits local 
communities. The experience of 
the design, engineering and project 
management consultancy Atkins on 
complex and challenging projects 
around the world, coupled with the 
company’s understanding of the 
Chinese business environment, has 
made this company a trusted partner 
for Chinese contractors going global, 
helping them to identify opportunities 
and transform them into reality.
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Case Study

The public-private partnership (PPP) 
model is one which can be widely 
deployed in projects along the OBOR 
routes. British company Gleeds has 
experience of PPP projects across 
China, some of which extend beyond 
Chinese borders into neighbours 
such as India, and then on to the 
Middle East, North Africa and Europe. 
Examples include Goodman’s logistics 
hub at Chongqing Airport, the Mumbai 
International Airport metro project, a 
market investigation project for Dalian 
Wanda in India, Line 3 of the Riyadh 
Metro, the River Tower project in Ho 
Chi Minh City and the Palace of Peace 
project in Kazakhstan. Gleeds’ role in 
these projects was advisory and many 
similar opportunities are foreseen for 
other UK companies as part of OBOR.

The public-private 
partnership 
model is one 
which can be 
widely deployed in 
projects along the 
OBOR routes”   

Prominent Projects

Prominent external infrastructure projects 
will include networks linking China with 
Laos/Thailand, Vietnam, Mongolia, Russia, 
Kazakhstan, Pakistan and India. These will 
include the construction of gas and oil 
pipelines, roads, trunk lines and networks. 
The Agreement on International 
Transportation Facilitation of the Shanghai 
Cooperation Organisation (SCO) in 
September 2014 provided for a transport 
network to be established gradually 
between China and other SCO members 
(Kazakhstan, Kyrgyzstan, Russia, Tajikistan 
and Uzbekistan).

Current UK Involvement

UK involvement in external OBOR links is 
supported by the UK-China Infrastructure 
Forum and CBBC’s China Outbound 
programme. Now in its fourth year, it has 
promoted high-level collaboration in third 
countries. 

The UK offer is underpinned by soft 
power through our historical ties with 
many countries where China is seeking 
to develop projects; and our commercial 
experience in delivering commercially 
viable projects including feasibility 
studies; masterplanning; environmental 
impact analyses; project management; 
integrated transport and logistics hubs; 
landmark building design; operational, 
maintenance and facilities management; 
and structured financing. 

The UK’s participation in the Asian 
Infrastructure Investment Bank is 
indicative of the willingness to support 
China as it strives to ensure sustainable 
trade growth and to develop projects to 
international standards.



Case Study

Designers and engineers Mott 
MacDonald are already active in 
projects along the OBOR routes. The 
company has begun to position itself as 
a partner for Chinese clients both inside 
China and in third countries involved 
in OBOR, offering both technical 
expertise and PPP project financing and 
management. 

The image shows examples of its 
work in the OBOR sphere, including 
the Pulkovo Airport project in Russia, 
Abu Dhabi Plaza and the Surgil Gas 
and Petrochemical Complex project in 
Uzbekistan (see diagram on the right).



Financial and Professional Services 

The UK’s financial and professional 
services sector is ideally placed to meet 
the demand which will be generated by 
the OBOR initiative. 

Ventures along the routes will require 
a lot of financing to fund infrastructure 
projects, as well as a range of advisory 
services to support their development, 
for example, while legal companies will 
find opportunities to advise on PPP 
projects. We also anticipate significant 
M&A activities.

Opportunities will exist to partner with the 
Silk Road Fund and Asian Infrastructure 
Investment Bank (AIIB).

The Silk Road Fund

The Silk Road Fund, a £ 25 billion fund 
inaugurated last year by President Xi 
Jinping (see Section 2 of main report), 
is of particular interest in the financial 
sphere. It will support the financing of 
new initiatives, working in step with state-
owned enterprises with funding from the 
China Development Bank or the Export-
Import Bank of China. Geographically 
the fund leans towards the countries 
implicated in OBOR, but it is not limited to 

them (see Brazil, for example). Nor is the 
fund confined to any particular sectors. 
It is designed with a view to long-term 
equity, but also has the capacity to deal 
with non-equity instruments such as 
corporate bonds.

Two noteworthy deals have been 
announced to date. Firstly, the fund took 
a 25% stake in the ChemChina special 
purpose vehicle which acquired Pirelli 
Tyres, citing technology as a major 

A US$1.0 billion 
hydropower project 
has begun in 
Pakistan, which will 
run alongside the 
Three Gorges Dam 
project, funded by 
Chinese lenders 
including the China 
Development Bank”

component of the deal and stating that 
technology acquisition was compatible 
with OBOR since it furthers Chinese 
competitiveness.

Secondly, a £ 1.0 billion greenfield 
hydropower project has begun in 
Pakistan, which will run alongside the 
Three Gorges Dam project, funded by 
Chinese lenders including the China 
Development Bank. This project is more 
easily comprehensible in the context 
of OBOR since it reaches jurisdictions 
others cannot. It is worth noting in 
this connection that the London Stock 
Exchange is one of the few exchanges 
which admits countries such as Pakistan 
(Hong Kong, by contrast, does not).

Thirdly, the fund has made its first 
investment into Russia by purchasing 
9.9% of shares of a liquefied natural 
gas project “Yamal LNG” from Russia’s 
second-biggest gas provider Novatek. 
The project is worth over £ 6.5 billion in 
total, where China National Petroleum 
Corporation (CNPC) also holds 20% stake. 
The fund’s entrance into the project will 
contribute to further development of the 
China-Russia cooperation in the energy 
sector.



Case Study

LME (London Metal Exchange) 
is working on a Memorandum of 
Understanding (MoU) for strategic 
cooperation on OBOR involving its 
current and prospective Chinese 
members and UK members with 
significant Chinese interests. 

These include Agricultural Bank of 
China, Bank of China, China Merchants 
Securities, China Construction Bank 

Financial Reforms 

The opening up of China’s financial 
services sector provides new 
opportunities for UK firms. Many are 
already involved in the development 
of the free trade zones in Fujian, 
Guangdong, Shanghai and Tianjin, 
which are pilots for China to introduce 
new reforms, especially in financial and 
professional services. 

Work is being done in Shanghai on 
providing renminbi capital account 
convertibility, and an experimental 
Qualified Domestic Individual Investor 
(QDII2) programme is widely expected to 
be introduced there too. 

The opening up of 
China’s financial 
services sector 
provids new 
opportunities for  
UK firms”

Corporation, GF Financial Markets, 
HSBC, ICBC Standard Bank and Standard 
Chartered. It aims to:
•  Leverage LME’s global commodity 
platform to satisfy rising demand from OBOR;
•  Use LME-approved brand and 
warehousing locations already 
established on OBOR routes to provide 
international-level commodity standards 
and technologies;
•  Achieve price convergence between 
domestic Chinese commodity and global 
non-ferrous metal pricing, addressing 
excess capacity and price differentials 
caused by regional protectionism;
•  Call on Chinese members of the LME 

and overseas commercial banks with 
substantial footprints along the OBOR 
routes to provide private funding;
•  Diversify commodity financing 
options to support OBOR projects;
•  Assist the internationalisation of the 
renminbi.

Experienced British players have an 
opportunity to step in at this nascent 
stage and lend their expertise to help 
shape the development of policy in the 
different zones.

Along the OBOR routes, some cities have 
been designated as regional financial 
centres, although what this will mean 
remains to be seen. 

In the case of Xinjiang, which is set play 
this role in western China, although some 
reforms have been approved (cross-
border renminbi settlement and cross-
border lending in Urumqi), it is unclear 
how Xinjiang will be differentiated from 
existing financial centres in central Asia, 
such as Almaty in Kazakhstan. CBBC will 
continue to monitor developments as 
they arise.



Marine Finance

The 21st Century Maritime Silk Road 
will open up new marine routes and 
international trade links. The cities of Dalian, 
Guangzhou, Ningbo-Zhoushan, Qingdao, 
Shanghai, Shenzhen, Tianjin and Xiamen 
have been designated as “international 
marine centres”, and Guangzhou, Shanghai, 
Tianjin and Xiamen are exploring innovation 
and reforms in marine finance through their 
free trade zones.

In October 2014, Shanghai launched 
China’s first Marine Finance Industrial 
Base, which attracted a number of 
financial leasing and marine insurance 
companies. Nansha (Guangzhou) 
announced measures for the 
development of marine insurance in early 
2015. Nevertheless, the development 
of marine finance in China is still at a 
nascent stage. Policies and regulations 
are underdeveloped, while there is a 

shortage of experienced professionals. 

London’s expertise in financial leasing, 
insurance, bonds, freight and financial 
derivatives is valuable. The UK has the 
potential to play a key role, cooperating 
with local Chinese governments to share 
management experience, ideas for 
innovation and reform, and legal, financial 
and educational services.

Islamic Finance

There may be demand for Islamic finance 
along the routes, especially in Ningxia 
Province. Qatar International Islamic 
Bank QSC and QNB Capital LLC recently 
signed an agreement with China-based 
Southwest Securities Company to develop 
Shariah-compliant finance products in 
China, whilst China is looking into the 
issuing of sukuks (Islamic bonds) to fund 
infrastructure projects.

A London’s 
expertise in 
financial leasing, 
insurance, 
bonds, freight 
and financial 
derivatives is 
valuable”



Agriculture  

OBOR will stimulate agricultural 
cooperation within China and between 
neighbouring countries. China is seeking 
to build a global food supply chain to 
meet its rising domestic demand for food, 
particularly protein. 

Agricultural Productivity

Domestically, China is trying to increase 
agricultural productivity and traceability, 
and is changing from an individual 
farming model to one of cooperatives, 
which will increase demand for 
agricultural machinery. 

There are numerous opportunities for 
cooperation in western areas such as 
Xinjiang, Ningxia, Shaanxi and Gansu, 
which have abundant agricultural 
resources but lack advanced agricultural 
technology and management skills, and 
whose agricultural productivity and 
efficiency is comparatively low. 

The UK’s expertise in farm management, 
processing and storage of agricultural 
products, precision farming, plant 
protection and variety introduction, can 
help local companies improve agricultural 
efficiency in areas from supply chain 
management to farming mechanisms. 

China would gain from technology 
transfer from the UK, as well as imported 
machinery, storage management 
expertise and food processing 
techniques. 

An example of existing links came in 
April 2015, when a delegation from the 
Qingdao Agricultural Machinery Bureau 
visited the UK with a view to introducing 
advanced potato-planting technology. 

China would gain 
from technology 
transfer from 
the UK, as well 
as imported 
machinery, storage 
management 
expertise and 
food processing 
techniques”

There is already considerable cooperation 
on research between UK and Chinese 
institutions and the opportunity now is to 
focus more on applied research and use 
of technology.

China has signed agriculture related 
MOUs with ten OBOR countries, including 
Russia and Mongolia, whilst cooperation 
channels have been established with 20 
countries, including Kazakhstan and India, 
which will reduce the cost of inspection 
and quarantine, and facilitate the trade of 
agricultural products. 

For instance, Xinjiang is planning to 
establish joint agricultural demonstration 
parks with Kazakhstan, Tajikistan and 
Turkey. 

These government-to-government 
mechanisms will help Chinese businesses 
to invest in partner countries, and 
British businesses can in turn access 
these markets through cooperation with 
Chinese partners. 

More generally the OBOR agenda offers 
the UK an opportunity to boost exports 
of agricultural, food and drink products to 
China, to meet the growing demand for 
meat and dairy in particular.



 Advanced Manufacturing and Transport

China is seeking to accelerate its 
transition from traditional manufacturing 
to a more innovative and advanced 
model so as to reposition itself in the 
global supply chain. “Made in China 
2025” strategy – on which CBBC will soon 
publish a further report – sets out China’s 
ambitions in this area.

Companies in sectors such as high-tech 
shipbuilding, new information technology, 
numerical control technology, aerospace 
equipment, new materials and energy-
saving technology are expected to 
benefit from investment, initially to ensure 
that products are good enough to be 
exported to other OBOR countries, and 
then with a view to making Chinese goods 
competitive worldwide.

Aviation

China now has the second-largest air 
transport system in the world. With the 
advent of OBOR many domestic airlines 
have started to explore new routes, and 
China has signed bilateral air transport 
agreements with 116 countries and 
regions. 

However, the general aviation sector 
lags behind countries with similar GDP 
development. Pilot reforms of the use of 
low-altitude airspace were implemented 
in 2011 and are expected to be rolled 
out, albeit slowly, across China. Airspace 
is managed by the Chinese Air Force, 
and the opening-up may take a long 
time since it relates to national defence. 

But in the long term, this will open new 
markets for flight applications in many 
areas related to general aviation, such as 
private aircraft, pilot training, adventure 
tourism, aerial photography, aerial 
seeding and medical rescue.

The Civil Aviation Administration of China’s 
(CAAC) General Airports Layout Plan 
proposes that China should have 2,000 
general airports by 2030, which would 
mean building a further 1,600 in the next 
15 years. 

CAAC Director Li Jiaxiang announced 
government plans to invest RMB 500 
billon (approx. £50 billion) by the end 
of 2015 in 193 large and medium-sized 
domestic projects. Fifty-one of them, 
accounting for RMB 200 billion in 
investment, are related to OBOR. 

Fifteen new airports have been built and 
28 renovated since 2013 in cities along 
the OBOR routes. CAAC also announced 
that aviation infrastructure would be a 
priority in Kunming, Nanning, Xiamen, Xian 
and Urumqi over the next five years.

There are plans to 
expand existing 
airports and open 
flight paths into 
countries along 
the routes”

The development of the industry has 
been boosted by OBOR. There are plans 
to expand existing airports and open 
flight paths into countries along the 
routes. For example, Yinchuan, capital of 
Ningxia Province, has received approval 
for the three types of aviation freedom  
from the United Arab Emirates - the 
second Chinese city to be accorded it, 
after Haikou. This agreement will open 
new channels for airlines in China.

UK companies may find opportunities to 
enter the aviation market in these areas:

•  General aviation: introducing new 
fixed and rotatory wing aircraft models 
to the domestic market and  establishing 
service centres in China;

•  Training: cooperation on all-round 
training programmes for general 
aviation services including operations, 
maintenance and training;

•  Airport construction: consultancies 
with design experience could build 
relations with sub-bureaus of CAAC, which 
are responsible for the overall planning 
and development of local airports. Airport 
management companies also play an 
important role, especially large groups, 
as they also take responsibility for the 
construction of airports in adjacent 
regions. UKTI arranges business meetings 
for UK companies and Chinese airport 
management companies every year 
through the Airport Working Group (AWG).



•  Airport equipment procurement: 
working with domestic agents when 
entering the market is faster than 
contacting airports directly, and 
competent agents have experience 
and close relationships with airport 
management groups and CAAC, which will 
help British companies save costs and 
develop markets in new cities.

•  Emergency rescue aircraft

•  Private and executive flights

Rail

The Chinese government is pushing hard 
to export high-speed train technology not 
only to countries along the route, but also 
to Europe, with the UK’s HS2 being one 
example. In this process they require:

•  Consultancy and legal advice: to 
help them understand the local legal and 
commercial environment, as well as rules 
and paths to win business.

•  Project management expertise

•  Technology: China introduced most 
of its high-speed train manufacturing 
technologies from developed countries 
including Canada, France, Germany and 
Japan. Based on these technologies, 
China Railway Rolling Stock Corporation 
produced four major high-speed rail 
systems: CRH1, CRH2, CRH3 and CRH5 
(there was no CRH4). 

China still needs key technologies for 
subsystems and parts. 

The Chinese 
government is 
pushing hard to 
export high-speed 
train technology 
not only to 
countries along 
the route, but also 
to Europe”  

For example, China South Rail (CSR, 
now part of China Railway Rolling Stock 
Corporation) acquired British company 
Dynex for its core technology and 
products, and has now announced plans 
to establish a rail technology centre in the 
UK for R&D.

British companies may find opportunities 
with Chinese counterparts in related areas, 
including through technology transfer.

There are also opportunities to work in 
third countries with Chinese investors such 
as China Railway Construction Corporation, 
China Railway Erju Construction 
Corporation and the state-owned China 
Railway Rolling Stock Corporation, which 
are the main contractors on numerous 
overseas rail projects. 

British companies are in a position to 
contribute in areas such as research 
and development, project planning, 
project integration management, risk 
management and bidding management.



Case Study
GKN joint venture with HUAYA

The Chinese joint venture between GKN Automotive and HUAYA Automotive, 
announced in 2015, is set to invest GBP 545 million by 2020 to meet demand for 
the company’s driveline systems, all-wheel drive and hybrid technologies.

GKN was one of the first Tier One auto suppliers to enter China, having established 
its joint venture GKN HUAYU Driveline Systems Co., Ltd (SDS) in 1988. GKN 
Automotive, which encompasses GKN Driveline and GKN Powder Metallurgy, 
operates 11 plants across China, employing over 5,000 people.

A new 22,000 square-metre technical centre in Shanghai for the joint venture is due 
to be completed in December 2015, and will provide R&D for complete driveline 
systems, including vehicle integration, software development and vehicle testing. 
A recruitment programme for 200 highly skilled technologists and engineers is 
underway.
 
The company’s production capacity will also be substantially increased in plants 
in Shanghai, Chongqing, Wuhan, Changchun and Yizheng, with a new assembly 
plant planned in Chengdu. GKN Powder Metallurgy will also expand its production 
capacity with a new plant in Danyang, due to open in late 2015.

In terms of OBOR, this expansion is a good example of how cooperation with China 
has expanded the company’s production capability and how operations have begun 
to relocate towards the west of the country.

Automotive

Vehicle manufacturers and parts suppliers 
will benefit from the global connectivity 
and better-linked supply chain which will 
result from OBOR, enabling a reduction in 
costs and shorter lead times. This is true 
not only for complete vehicles but also 
components, as overseas suppliers gain 
better access to Chinese manufacturers. 
Assembly and manufacturing bases in 
third countries, such as India and South 
Africa, provide further options beyond 
China’s borders.

According to the China Association 
of Automotive Manufacturers, vehicle 
production in China is forecast to 
grow by 42% between 2014 and 2022 
(22.6 million vehicles to 32.1 million). 
Opportunities in this sector include:

•  Design and R&D: China has a surplus 
of vehicle and parts manufacturers, such 
that only those with core competitive 
strengths are likely to survive in the next 
decade. Designers and R&D institutions 
can help Chinese manufacturers to 
upgrade their technology.

•  Key parts, products and 
technology: companies who can offer 
this still have the chance to expand 
quickly in China. For example, GKN, which 
set up in China in 1988 and has expanded 
to 11 plants with 5,000 employees, 
produced its highest-ever number of 
sideshafts and torque products in 2014. 
In 2015, it announced a joint venture with 
HUAYA Automotive under which US$850 
million will be invested over five years. 
(See inset case study.)

•  Inward investment: British company 
Covpress doubled turnover in 2014 by 
expanding its factory and production 
facilities following investment of £300 
million by Shandong Yongtai in a part-
trade of equity in 2013. And it opened 
its new plant in Shandong Dongying in 
January 2015.

British company 
Covpress doubled 
turnover in 2014 
by expanding 
its factory and 
production 
facilities”



Construction equipment 

Construction equipment manufacturers 
have expanded rapidly in China over the 
last two decades on the back of booms 
in real estate and infrastructure. Some 
are now struggling, especially as the real 
estate industry dips, but others have 
successfully expanded worldwide.

As OBOR develops, these companies will 
seize upon large construction projects 
in countries along the routes, including 
railways, ports, airports and roads. 

However, as they are simultaneously 
exporters and importers, there is still 
significant scope for them to improve 
product quality, including precision, 
durability, stability, lifetime maintenance 
and autonomous control. 

Large state-owned and private 
enterprises are already expanding their 
operations in areas such as supply chain 
arrangement, R&D, manufacturing and 
sales.

Marine

A number of opportunities stand out in 
the marine sector:

•  Onboard equipment for cargo 
ships: opportunities come from Chinese 
shipbuilders as well as ship owners in 
third countries.

•  Ship design: boats with specific 
functions such as rescue and salvage, 
piloting and dredging need experienced 
international designers.

•  Technology for alloy ships: China 
needs more ships made of aluminum alloy 
and fibre. 

•  Equipment for deep-sea and oil 
and gas exploration: for example, 
CSR recently acquired 100 per cent 
equity in UK-based Specialist Machine 
Developments Ltd (SMD) for £130 million, 
much of which went into funding robotics 
for deep-sea tasks.

Construction 
equipment 
manufacturers 
have expanded 
rapidly in China 
over the last two 
decades on the 
back of booms in 
real estate and 
infrastructure”

British suppliers of construction, 
communication and navigation equipment, 
surveillance devices, transport equipment 
and security equipment may all find 
opportunities to cooperate in this new 
round of development.



Energy and Resources 

Significant OBOR opportunities will arise 
in this field, building upon the already 
extensive connectivity.

Oil and Gas

China is forecast to account for the 
greatest global increment demand for oil 
over the next 20 years. Growth in demand 
from China is projected to increase by 2 
million barrels per day (mb/d) by 2025. 
Growth volumes, however, are slowing 
relative to past years.

By 2016, China is likely to surpass the US 
as the world’s largest oil importer, with 
import requirements projected to more 
than double from today’s levels to almost 
14 mb/d by 2035. 

China’s offshore reserves are in marginal 
fields, requiring deep-water surveying, 
more sophisticated geological modelling 
and the expertise to drill in high-pressure 
and high-temperature environments.

 This growing trend aligns with UK 
expertise in North Sea exploration and 
production. As China moves further to 
develop its reserves, we anticipate more 
opportunities for the UK.

Chinese state-owned national oil 
companies started investing in production 
assets outside China in 1993. Since 2008, 
they have rapidly expanded upstream 
M&A. 

Between 2011 and 2013, Chinese 
companies invested an estimated US$73 
billion in worldwide acquisitions, through 
the purchase of international oil and 
gas assets, to secure more oil and gas 
supplies and gain technical expertise 
in more challenging oil and natural gas 
arenas. Investments have primarily been 
in conventional oil and gas, deep-water 
exploration and production, and liquefied 
natural gas (LNG) assets.

Large reserves that require significant 
investment are likely to be developed 
through international partnerships. 

The UK supply chain achieved global 
revenues of £27 billion in 2011 and is 
internationally recognised as a centre of 
excellence in project management, major 
contracting, design engineering, asset 
and operational management, the design 
and manufacture of advanced equipment, 

research and development, training and 
education and professional and financial 
services.
 
Specifically, the UK is acknowledged 
as having significant strengths in the 
following areas:

a)  Safety;
b)  Subsea engineering;
c)  High pressure, high temperature 
(HPHT) field developments;
d)  Oil and gas process machinery, 
equipment and technology;
e)  Deepwater oil and gas developments;
f)   Integrated services for the operation 
and maintenance of fields;
g)  Late-life operation of mature fields;

We believe that UK technology and 
services will increasingly be of value to 
Chinese national oil companies (NOC) 
as they look to develop domestic and 
international on- and offshore reserves. 

We believe in particular that Chinese 
demand for technology and the vertically 
integrated nature of Chinese NOC supply 
chains enables the possibility of further 
investment from China into UK oil and 
gas supply-chain companies, as Chinese 
NOCs look further internationally. This 
investment could present opportunities 
for the growth and development for 
UK oil and gas SMEs in particular, 
providing a valuable route for them to 
internationalise.

China is likely to 
surpass the US as 
the world’s largest 
oil importer this 
year”



Nuclear Power

The growth of China’s nuclear power 
industry is central to OBOR, as China 
seeks to triple its nuclear capacity to 
58GW by 2020.

Nuclear cooperation between the UK 
and China has grown in 2015. The UK’s 
mature technology in life extension, 
waste treatment and decommissioning 
can contribute to the safe and efficient 
development of nuclear power in China, 
while the nuclear technology from 
Hualong One is expected to make inroads 
in the UK. 

China General Nuclear Power Group is hoping 
to build a Hualong One reactor at Bradwell in 
Essex, with a final decision on investment in 
the project due by the end of 2015.

Meanwhile several UK companies 
are now in talks with China National 
Nuclear Corporation (CNNC) and China 
Guangdong Nuclear (CGN) about 
cooperation on nuclear projects in third 
countries. 

The Chinese 
government is 
pushing hard to 
export high-speed 
train technology 
not only to 
countries along 
the route, but also 
to Europe”  

Both CBBC and UKTI are closely following 
the progress of UK companies in this 
field and actively support continued 
engagement at the diplomatic and the 
commercial level.



E-Commerce and Logistics 

E-commerce and logistics are set to 
play a significant role in OBOR, both 
domestically and cross-border.

Logistics Hubs and Networks

A number of provinces are already 
developing logistics hubs, which will 
provide overseas companies with efficient 
access to markets in and outside China, 
as well as opportunities for firms in 
logistics management, cold chain storage 
and logistics training. 

Examples include the first “online” free 
trade zone, the Hangzhou Cross-Border 
E-commerce Comprehensive Pilot Area, 
as well as a logistics hub and logistics 
centre in Chongqing and similar ventures 
in Fujian, Ningxia, Shaanxi and Xinjiang. 
More information can be found in the 
individual province factsheets appended 
to this report.

In the B2C sector, China’s leading online 
trading platforms, Alibaba and JD are 
competing fiercely for the “rest of China” 
beyond the coastal provinces, building 
logistics infrastructure across the country 
with two very different models. 

Alibaba is cooperating with a “cainiao” 
(layman) network of logistics partners, 
some of which it invests in. 

JD is building in-house infrastructure 
including local post-office-style hubs for 
delivery and other services. 

Besides Alibaba and JD, second-tier 
B2C platforms are relying on third-party 
logistics companies – including EMS, 
SF Express and the four main budget 
couriers, Shentong, Yuantong, Yunda and 
Zhongtong – all of which have extensive 
networks across the country.

Cross-Border Platforms

Cross-border B2C is at the forefront of 
every major Chinese player’s e-commerce 
strategy. It has two main attractions:

A) Tax advantages. Currently, cross-
border B2C transactions (i.e. goods 
shipped from overseas or from registered 
“cross-border” bonded warehouses in 
certain areas within China to individual 
end-users in China) incur a personal 
postal article tax (10%, 20%, 30% or 50% 
depending on the type of goods) but 
no customs duties or VAT. This is tax is 
waived for items under RMB 50, which 
effectively means some kinds of goods, 
such as clothes priced under £50 or RMB 

Logistics hubs 
that will provide 
overseas 
companies with 
efficient access 
to markets in and 
outside China are 
being developed”

500, whose personal postal article tax 
rate is 10%, enjoy duty-free treatment.  
Under the present rules, cross-border 
B2C enjoys obvious price advantages as 
compared with the traditional B2B bulk 
import model, which incurs custom duties 
and VAT at 17%.

B) Lower entry costs. Cross-border 
B2C e-commerce significantly reduces 
the costs of first-time exporters. SMEs 
without a presence in China may engage 
third-party Chinese e-commerce service 
providers (known as “TPs”), who own 
or operate registered “cross-border” 
bonded warehouses and have working 
relationships with domestic couriers, to 
take care of all logistical issues within 
China and to enable cross-border B2C 
transactions. 

In many cases TPs also help operate 
e-stores, which is typically cheaper than 
hiring people locally to operate stores 
themselves. E-commerce platforms, 
especially those regarded as second tier, 
are eager to recruit high-quality foreign 
brands to raise their profile; many of them 
are willing to offer brands low registration 
fees or even free registration.

These developments put Chinese middle-
income consumers even in remote 
regions within reach of UK exporters 
for the first time: previously some were 
only able to purchase imported goods 
when visiting regional hubs. For foreign 
companies, first-mover advantages 
will arise as consumers come across 



International Expansion

All the Chinese platforms are pushing to 
expand internationally, especially along 
the OBOR routes. Alibaba has stepped 
up its operations in Russia, bought Indian 
e-commerce companies and opened 
a “trade facilitation centre” in India to 
provide import and export services for 
Indian SMEs, as well as partnering with 
Yahoo and others in Japan, and a number 
of other e-commerce businesses large 
and small have taken similar steps in the 
past five years.

exciting new brands and whole product 
categories to which they previously had 
no access.

E-Commerce Platforms

There are also opportunities for UK 
companies to become involved in 
e-commerce as China allows greater 
market access. After a pilot in the 
Shanghai FTZ in January 2015, which 
was deemed successful, in June 2015 
the Ministry of Industry and Information 
Technology announced the deregulation 
of foreign e-commerce ownership 
in China, subject to certain rules. 
This is a sign of the liberalisation and 
modernisation of the e-commerce sector 
in China – including foreign investment 
– but it is still too early to predict exactly 
what form and scale of foreign-owned 
or foreign-controlled e-commerce 
operations will be allowed. The 
e-commerce market in China is already 
too developed for UK companies to come 
in and dominate. However, for innovative 
technology companies it may be a good 
time to expand into China as providers 
of e-commerce related services. Chinese 
domestic e-commerce will continue to 
expand with the OBOR initiative, and the 
big Chinese players - and Amazon China 
- will be vying for products and services 
which can give them a competitive edge.

Cross-border B2C 
is at the forefront 
of every major 
Chinese player’s 
e-commerce 
strategy” 

Expansion in traditional infrastructure will 
expand the role of Chinese e-commerce 
in Asia too. For instance, a new railway, 
which runs from the manufacturing hub 
of Yiwu in Zhejiang Province, through 
Central Asia, Belarus and Poland to 
Madrid, will not only link suppliers to 
Yiwu in Zhejiang province, but also to key 
manufacturing locations along the route. 

International trade and distribution 
centres, border trade markets, storage 
centres and new development zones 
will be established in key cities and – 
importantly – in border provinces such as 
Xinjiang.

To connect Western manufacturers 
further with Chinese consumers, many 
provinces are also implementing “one-
stop shop” services to boost global 
direct-to-consumer sales. 

They will offer financial services, customs, 
foreign exchange and quality/quarantine 
checks, as well as logistics provisions 
often associated with free trade zones 
and bonded areas. Reduced costs for 
exporting from China will be welcomed 
by the many UK companies which already 
manufacture in the country, and this is 
one way in which China aims to remain 
competitive and attractive to Western 
companies planning their supply chains.



Niche Sector Opportunities

One of China’s most underdeveloped 
regions, the largely Muslim province of 
Ningxia, has improved infrastructure 
and opened e-commerce platforms to 
promote retail between China and Arab 
countries. Such platforms already offer 
British products, but there is scope for 
more UK traders with experience of doing 
business with Arab countries to grasp the 
opportunity.

As modern Chinese logistical networks 
spread to other parts of Asia, cross-
border trade in perishable goods such 
as foodstuffs will open up opportunities 
in online grocery shopping. Traditionally 

that has meant China importing more and 
more foreign-produced foods, but we 
may start to see the export of Chinese 
meat and produce taking advantage of 
economies of scale on mass-produced 
packaged foods. In the short term 
China will be looking to improve its food 
safety record to increase its chances 
of becoming a successful exporter, 
which may open up opportunities 
for big British product testing and 
certification companies, as well as smaller 
consultancies dealing with regulatory 
compliance, or food monitoring agencies.

Ningxia has 
improved 
infrastructure 
and opened 
e-commerce 
platforms to 
promote retail 
between China and 
Arab countries” 



Healthcare and Life Sciences

The healthcare and life sciences field 
is one of the sectors which will derive 
secondary benefit from OBOR, as the 
social infrastructure – hospitals, schools, 
tourist and cultural facilities – are built up 
around the initiative.

There are huge opportunities in this 
field, arising from the ageing population, 
the expansion of the middle class and 
reforms to the healthcare sector. As part 
of the ongoing health reforms, which 
began in 2009, the Chinese government 
released new polices in 2015 to upgrade 
the healthcare and life sciences field.

Ten sectors are prioritised, including 
medical-device manufacturing and 
biomedicine, and 46 specific projects 
have been announced, of which three are 
related to healthcare and the life sciences. 

These include projects for innovative 
medical devices, improving production 
capacity for traditional Chinese medicine, 
and intelligent manufacturing in 
pharmaceutical companies.

Healthcare

In healthcare, four sub-sectors stand out 
as far as the UK is concerned:
•  elderly care;
•  digital health;
•  hospital-based solutions;
•  professional training.

Opportunities to build international-standard 
hospitals can be found in almost all regions, 
but particularly in second-tier cites. 
The insurance market also holds 
opportunities; to date, 95% of Chinese 
are covered by national insurance.

The government is trying to encourage 
the establishment more private hospitals, 
and in 2013 it relaxed its policy so as to 
allow foreign-owned private hospitals 
in Beijing, Fujian, Guangdong, Hainan, 
Jiangsu, Shanghai and Tianjin.

Healthcare

UK company works with Chinese 
developers to design, build and 
run an international-standard 
hospital in China

Many real estate developers are 
seeking opportunities in healthcare, 
for example by having a foreign 
company design and operate hospitals. 
International Hospital Group (IHG) 
has been operating in China since 
2012 and currently has six major 
health projects under development 
in China. IHG worked with a division 
of China National Railway Co to build 
an international hospital in Guizhou, 
Guiyang Province, on which the British 
side will take on everything from the 
design to project management and 
operations. Similar opportunities also 
exist in other parts of China - a new 
trend that has arisen in recent years.



Life Sciences

Chinese pharmaceutical company 
seeks drugs from the UK

Many Chinese pharmaceutical 
companies have increased their 
R&D expenditure to compete in the 
domestic market. Kelun is a China-
based pharmaceutical company 
seeking biomedicine from the UK, 
whose IP and technology can then be 
transferred to China, enabling the drugs 
to be produced there. Lacking the UK’s 
strong R&D capacity, many Chinese 
companies are keen to investigate this 
kind of IP transfer to strengthen their 
position in the local market.

Life Sciences

In life sciences, the UK’s strengths will 
serve it well in two areas:
•  medical devices
•  pharmaceuticals

Both state-owned and private 
pharmaceutical companies have been 
encouraged to source biomedicine from 
developed countries including the UK, and 
to increase manufacturing capacity. Lots 
of China-based pharmaceutical companies 
are already involved in the production of 
herbal medicine, but they require support 
from Western partners to pass the MHRA 
certification which would allow their 
products to be exported to Europe.

Both state-owned 
and private 
pharmaceutical 
companies have 
been ecouraged 
to source 
biomedicine 
from developed 
countries 
including the UK” 



Case Study

Designers and engineers Mott 
MacDonald are already active in 
projects along the OBOR routes. The 
company has begun to position itself as 
a partner for Chinese clients both inside 
China and in third countries involved 
in OBOR, offering both technical 
expertise and PPP project financing and 
management. 

The image shows examples of its 
work in the OBOR sphere, including 
the Pulkovo Airport project in Russia, 
Abu Dhabi Plaza and the Surgil Gas 
and Petrochemical Complex project in 
Uzbekistan (see diagram on the right).



Case Study
GKN joint venture with HUAYA

The Chinese joint venture between GKN Automotive and HUAYA Automotive, 
announced in 2015, is set to invest GBP 545 million by 2020 to meet demand for 
the company’s driveline systems, all-wheel drive and hybrid technologies.

GKN was one of the first Tier One auto suppliers to enter China, having established 
its joint venture GKN HUAYU Driveline Systems Co., Ltd (SDS) in 1988. GKN 
Automotive, which encompasses GKN Driveline and GKN Powder Metallurgy, 
operates 11 plants across China, employing over 5,000 people.

A new 22,000 square-metre technical centre in Shanghai for the joint venture is due 
to be completed in December 2015, and will provide R&D for complete driveline 
systems, including vehicle integration, software development and vehicle testing. 
A recruitment programme for 200 highly skilled technologists and engineers is 
underway.
 
The company’s production capacity will also be substantially increased in plants 
in Shanghai, Chongqing, Wuhan, Changchun and Yizheng, with a new assembly 
plant planned in Chengdu. GKN Powder Metallurgy will also expand its production 
capacity with a new plant in Danyang, due to open in late 2015.

In terms of OBOR, this expansion is a good example of how cooperation with China 
has expanded the company’s production capability and how operations have begun 
to relocate towards the west of the country.

Automotive

Vehicle manufacturers and parts suppliers 
will benefit from the global connectivity 
and better-linked supply chain which will 
result from OBOR, enabling a reduction in 
costs and shorter lead times. This is true 
not only for complete vehicles but also 
components, as overseas suppliers gain 
better access to Chinese manufacturers. 
Assembly and manufacturing bases in 
third countries, such as India and South 
Africa, provide further options beyond 
China’s borders.

According to the China Association 
of Automotive Manufacturers, vehicle 
production in China is forecast to 
grow by 42% between 2014 and 2022 
(22.6 million vehicles to 32.1 million). 
Opportunities in this sector include:

•  Design and R&D: China has a surplus 
of vehicle and parts manufacturers, such 
that only those with core competitive 
strengths are likely to survive in the next 
decade. Designers and R&D institutions 
can help Chinese manufacturers to 
upgrade their technology.

•  Key parts, products and 
technology: companies who can offer 
this still have the chance to expand 
quickly in China. For example, GKN, which 
set up in China in 1988 and has expanded 
to 11 plants with 5,000 employees, 
produced its highest-ever number of 
sideshafts and torque products in 2014. 
In 2015, it announced a joint venture with 
HUAYA Automotive under which US$850 
million will be invested over five years. 
(See inset case study.)

•  Inward investment: British company 
Covpress doubled turnover in 2014 by 
expanding its factory and production 
facilities following investment of £300 
million by Shandong Yongtai in a part-
trade of equity in 2013. And it opened 
its new plant in Shandong Dongying in 
January 2015.

British company 
Covpress doubled 
turnover in 2014 
by expanding 
its factory and 
production 
facilities”


