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Objective:

The European Union has faced growing competition from
China in its efforts to develop the central and eastern regions
of Europe. While both the EU and China pursue similar
regional development policies, their objectives differ
significantly. China’s approach has allowed it to expand its
influence in the region. Through initiatives such as the Belt
and Road Initiative (BRI) and the 14+1 framework with
Central and Eastern European (CEE) countries, China has
significantly increased trade and investment ties with these
nations. This has, in turn, weakened intra-EU cooperation and
strained relations with EU candidate countries. This raises a
critical question: “how has the Belt and Road Initiative
impacted the EU’s economic integration?” To explore this, the
hypothesis is proposed that “China’s "Go West" policy and the
14+1 framework have bolstered its foreign trade and
investment in the CEE region, contributing to economic
divergence within the EU”. To test this hypothesis, Cantori
and Spiegel’s theory is applied, utilizing a mixed-method
approach combining policy analysis and econometrics. The
findings reveal that BRI infrastructure and trade projects have
undermined the attractiveness of the EU’s initiatives,
exacerbating economic disparities among EU member states.
Unequal access to investment and technology has drawn some
EU members closer to China, further deepening economic
divergence within the EU.
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Introduction

In 1996, China launched a long-term modernization plan aimed at promoting the
economic development of its western regions, aligned with the Go West campaign
and the Made in China 2025 initiative. These strategies were designed to elevate
China's global standing in high-tech industries, while the Belt and Road Initiative
(BRI), introduced in 2013 by President Xi Jinping, sought to establish transit
corridors for goods and services across Asia, Africa, and Europe. Together with
China's peaceful rise strategy, these initiatives aim to position China among the
world's top powers by 2025. A critical component in implementing the BRI is the
14+1 Agreement, a framework for cooperation between China and several Central
and Eastern European countries (CEEC). Originally proposed as the 16+1 in 2011, it
became the 17+1 in 2018 with Greece's inclusion, and was later reduced to 14+1
following Lithuania, Latvia, and Estonia exit in 2021 and 2022, respectively. The
primary objective of this Agreement is to enhance regional cooperation and facilitate
significant Chinese investments in the industries and infrastructure of CEEC. Under
this framework, China has committed to undertake infrastructure projects, such as
upgrading and developing ports, communication networks, bridges, and railway
lines. According to what was mentioned, the main goal of this research is to answer
the following question: “how the Belt and Road Initiative has affected the economic
integration of the European Union”. In response, the research hypothesis is proposed
as follows: “In alignment with the People's Republic of China’s ‘Go West’
campaign, the implementation of the 14+1 Agreement has led to an increase in
foreign trade and a rise in the rate of Chinese foreign direct investment (FDI) in the
region. This, in turn, has contributed to economic divergence within the European
Union.”

Method

In this research, the hypothesis was comprehensively explored by integrating
Cantori and Spiegel's theoretical framework with Policy Analysis and Econometric
Modelling. The study focuses on the timeframe from 2010 to 2023, providing a
robust temporal scope for analysis.

Results

According to the defined indicators, foreign trade and foreign direct investment
(FDI) statistics between the European Union, China, and the Central and Eastern
European Countries (CEEC) were reviewed for the period of 2010-2022 (up to 2021
for FDI). The results of these reviews and comparisons reveal that CEEC maintained
the highest rate of trade with the European Union and their neighboring states,
reflecting complementary economies in the region and favorable conditions for
regional convergence. A notable outcome of the Belt and Road Initiative and the
14+1 Agreement is the significant increase in trade between China and CEEC.
Based on the data in Table 3, and after calculating the growth rate of foreign trade
between China, the European Union, and these countries, the necessary information
and statistics were obtained to plot Charts 2 and 3. The statistical data from these
tables and graphs can be summarized as follows:

[ EU Foreign Trade with CEEC: Chart 2 illustrates that the EU's imports and
exports with Central and Eastern European (CEE) countries have experienced
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consistent, exponential growth overall. Table 4 shows a 5.8% growth in EU imports
from CEE countries and a 5.4% growth in exports to these countries. Additionally,
Table 4 identifies four points of disruption in EU-CEE trade relations, which are
clearly marked in Chart 2. Overall, trade between the EU and CEE countries grew
by 5.6%, reflecting steady and robust economic ties.

[l China’s Foreign Trade with CEEC: Analysis of Table 3 reveals an 8.5%
increase in China’s imports from CEE countries and a 9.2% increase in exports from
China to these countries. Chart 3 confirms this growth trend, showing disruptions
only at three points: 2012, 2015, and 2022. China’s trade with CEE countries has
grown at a higher rate than the EU's, achieving a 9.03% increase from 2010 to 2022,
which suggests deepening economic ties. A comparison of Charts 2 and 3 highlights
that while the EU's trade volume remains higher, China’s rapid growth rate indicates
a shift among CEE countries toward diversifying economic relations beyond the EU.
A second indicator analyzed is the comparative foreign direct investment from the
EU and China into CEE countries. Charts 4 and 5 indicate a rising trend in Chinese
FDI since 2012, with China’s investment showing a steeper upward trajectory than
that of the EU, particularly in capital flows. China's FDI growth in CEE countries
reached 15.3%, surpassing the EU's 13.8% growth rate. In terms of investment
stocks, China exhibited a 16.6% growth compared to the EU’s 6.7%, highlighting
China’s significant advantage in FDI. These figures suggest that China has outpaced
the EU in FDI within CEE countries, maintaining a stronger and more dynamic
growth trend in the region.

Conclusions

In summary, the Belt and Road Initiative (BRI) has significantly strengthened
economic relations between China and most Central and Eastern European
Countries (CEEC) through extensive economic plans and investments. This trend is
clearly illustrated in the relevant charts, which highlight the growing alignment of
CEEC economies with China’s higher growth rates and the deepening economic
integration between the two regions. However, since 2020, the BRI has faced
challenges, including the Covid-19 pandemic, the war in Ukraine, and political
disputes between China and CEEC. Despite these setbacks, the data presented in this
article suggests that the BRI remains a powerful force with significant potential to
further enhance economic ties between China and CEEC. Consequently, it can be
argued that the BRI has, to some extent, weakened economic integration within the
European Union, particularly in the realms of foreign trade and foreign direct
investment.
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. European Fund for the Balkans

. The Western Balkans Investment Framework
. EU Integration Facility

. European Structural and Investment Funds
European Regional Development Fund
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9. European Social Fund

10. Cohesion Fund

11. Kostolac Coal Power Plant

12. Bridge and Road Corporation

13. Mihajlo Pupin
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