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Abstract. More active participation of China in the international economy has been recognized by Euro-
pean countries, trying to position their economies on the new “Silk Road” map to attract Chinese invest-
ments and increase trade volume. The paper presents previous researches and analyses the position, bene-
fits and chances for EU and Serbia to derive positive economic effects from this initiative. The research
purpose is to point out the impact of “Silk Road” on the Serbian economy. The main findings are high-
lighting the advantages and disadvantages using analysis of scientific literature and emphasising the in-
crease in investments and trade volume of Serbia with China using statistical analysis for the period after

the initiative started in 2013.
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1. Introduction

In current economic circumstances, the world
economies are forced to find a new pattern for con-
tinuous economic growth, increasing the volume of
international trade and access new markets. A new
tendency for the European and Asian economies is
to revive former trade routes between China and
countries on the European continent, popularly
called “One belt, one road” or “New Silk Road”
initiative. As part of its development strategy, the
People’s Republic of China launched the new Silk
Road initiative in 2013, which connects three con-
tinents with trade routes: Asia, Europe and Africa.
This challenging project will initiate the develop-
ment of the world’s most significant infrastructure
corridor that will bring together 4.4 billion people
and economies worth $21,000 billion (Hedge,
2017). Such a “belt” will allow more than half of
the world’s current population to interact and con-
nect many countries. In this way, space is opened
to eliminate trade barriers and create a more effi-
cient flow of goods, capital and people.

The vigorous development of China’s econo-
my at the beginning of the 21st century has made
China a more attractive economic partner when it
comes to trade and investment (Dimitrijevi¢ &
Jokanovic¢, 2016). The ancient Silk Road has again
become attractive, through the desire for a level of

land infrastructure projects and through the intensi-
fication of the maritime route, which would cover
the maximum number of countries between China
and Western Europe. The new Silk Road economic
belt contributes to countries to interact with each
other, develop strategies, making standard plans
and work to improve road infrastructure (Simic,
2015). Besides, trade facilitation is needed, which
implies that all parties should consider trade and
investment issues, as well as strengthening compe-
tition throughout the region.

This integration strategy can provide multiple
benefits for European and Central Asian countries.
Still, it will also help Chinese companies to
achieve their global business strategies and in-
vestments to new markets. Through this initiative,
access to them will be greatly facilitated, and indi-
vidual Chinese companies’ goals will benefit the
whole economy. For this reason, it is not surprising
that the Chinese Government and investors give
financial support to many different projects (Zujo-
vi¢, 2015). When it comes to European economies,
especially the countries of Central and South-
Eastern Europe, membership and aspiration for
existing European integrations on the territory of
Europe is slowly beginning to draw on its capaci-
ties. The declining growth rates and the need for
new investments and access to new markets give a
strong motivation to countries to join the new
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global economic integration with China and other
countries along the way. Among the countries of
the region of South-Eastern Europe, especially the
countries of the Western Balkans, Serbia has a
chance to intensively join the new development
plan, primarily through locating internal potentials
and international logistics position. There is a need
to monitor this initiative. At the same time, the ex-
isting literature does not show in sufficient detail
the trend of countries’ development due to partici-
pation in the Silk Road. This article supplements
the research with an insight on the Serbian econo-
my after launching this initiative and analysing its
economic impact. The subject of the article is the
importance of the new Silk Road for development
strategies of national economies along the way,
and therefore the national economy of Serbia. The
aim of the paper is to highlight the impacts and
effects of this initiative on the Serbian economy,
from its inception in 2013 to the present.

The article consists of five parts. After the in-
troduction, the theoretical approach of the new Silk
Road is presented. The third section offers the
analysis of statistical data, and the fourth part of
the paper is focused on cooperation between Serbia
and China, followed by concluding considerations
and outlines of potential further research in the
fifth part.

2. Theoretical approach

An essential diplomatic goal and long-term priority
of China’s foreign policy is the use of BRI to build
and promote China’s role in the global economy
(Chen, 2017). This initiative provides an oppor-
tunity for China to realize a comprehensive devel-
opment strategy and achieve the goals of influenc-
ing other economies, thereby meeting its interest
(Xia & Shen, 2016). Rimmer (2018) and Rifkin
(2016) point out that the new Silk Road will con-
tribute to intensifying air and rail transport, energy
and resource cooperation, and bringing all coun-
tries within this initiative closer together on mod-
ern technologies, digital and technological integra-
tion. Elek et al. (2017) conclude that soon, this
initiative has potential to contribute to the inclu-
sion of all economies along the way in creating a
global value chain through improved logistics and
global economic connectivity and cooperation.

Li and Schmerer (2017) have analysed the
importance of this initiative on trade and economic
opportunity. BRI initiative aims to integrate China
into the world economy by promoting conventional
economic policies, improving connectivity be-
tween remote locations, smooth trade and connect-
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ing people. This strategy primarily aims at acceler-
ated economic growth and development. Besides,
the authors emphasize that despite the enormous
potential of this initiative, there are reasons to be-
lieve that the implementation will not be easy. Au-
thors Dorn and Hanson (2011) proved that imports
from China are destroying US jobs while high-
lighting the negative consequences of such cooper-
ation. Dauth et al. (2016) have shown, on the ex-
ample of the German economy, that the positive
effects of exports outweigh the harmful effects of
imports, and that trade cooperation with China has
led to 3 million jobs dependent on sales in the Chi-
nese market, while also gaining competitive ad-
vantages for European companies. Besides, Chi-
nese imports have also led to an increase in
innovation, productivity and modern technology
(Bloom et al., 2016).

One of the critical pieces of evidence in the
existing trade facilitation literature is related to the
reduction of transport costs in transporting goods
due to investment in infrastructure upgrades. Egger
and Larch (2008) have proved through the gravity
model of international trade that investment in
railway infrastructure contributes to a significant
increase in trade. Suitable transport infrastructure
and logistics solutions are the crucial determinants
of a country’s ability to participate in the global
economy. Limao and Venables (2001) estimated
that an increase in transportation costs of 10%
could lead to a decrease in trade by as much as
20%. This evidence justifies the efforts of Chinese
investment ventures to improve rail infrastructure
along the entire “belt”. Li and Huang (2019) con-
clude that the initiative of the new Silk Road has
established significant networks of connectivity
and trade and at the same time stimulated the eco-
nomic and financial development of countries
along this route in terms of infrastructure construc-
tion, connectivity, capital and FDI flows. Chinese
investors have thus established cooperation with
other countries along this path to implement their
strategies and expand the Chinese market and in-
fluencing the West.

It is a fact that most countries, in cooperation
with China, increase imports more than increase
exports (Nazarko et al., 2017). China’s economic
and trade cooperation with European economies is
mainly present in bilateral relations with Germany,
the United Kingdom and other developed Western
European countries. As regards the countries of
Central and Eastern Europe (CEEC), their coopera-
tion with China is lower than the developed EU
countries. Still, there is a trend of increasing inter-
national economic relations after the introduction
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of “One Belt One Road” initiative. According to
Odrijas (2018), more in-depth cooperation with
China is desirable for CEEC to diversify trading
and investment partners. It leads to greater eco-
nomic interdependence and integration, with mutu-
al benefits. In this way, China intensifies its rela-
tions with CEE countries (16 + 1), gaining access
to new markets, and in turn, provides an opportuni-
ty for these countries to make new investments and
intensify trade. As a condition and necessity of this
cooperation, the improvement of logistics perfor-
mance is foremost imposed, especially for CEE
countries, which are not currently EU members. It
would increase transport efficiency and improve
logistics services to a level that ensures the smooth
transport of goods through their territory (Nazarko
etal., 2017).

All advantages, as mentioned above, could be
generalized (Figure 1).

Improved
logistics and

Trade and cooperation Gaining
transport competitive
intensification advantages

SILK ROAD
ADVANTAGES

New
investments

Innovations,
modern
technologies

Economic
integration

Figure 1. Silk Road advantages (created by authors)

Summarizing literature review, we can con-
clude that cooperation via “Silk Road” has a posi-
tive impact on European economies (especially
advanced) despite potential threat on the jobs mar-
ket. However, this possible hazard could positively
affect the job market due to the increase in sales
with the most significant economy in terms of
population.

3. Analysis of statistical data

There are many interpretations of the ultimate
goals of the initiative, but one is clear. The “Belt
and Road” initiative can bring essential improve-
ments in regional and international connectivity by
improving infrastructure and facilitating trade in a
vast geographical area. This belt covers 63 coun-
tries, 60% of the world’s population and 30% of
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global GDP (World Economic Forum, 2016). The
project focuses on two significant routes along
which connectivity should be fostered: land and
sea. Onshore, the focus is on transport infrastruc-
ture and energy. At sea, investments in ports and
new trading routes are the main pillars (Paulain,
2011).

The project also includes rail transport, which
began in 2011 when Chinese freight trains began
operating on the Chongging-Duisburg line via Ka-
zakhstan, Russia, Belarus and Poland. This section
shortened the journey time of Chinese goods from
Shanghai and Guangzhou from the 36 days re-
quired by ship to 12 days by a freight train and
lowered the cost of transportation (Marié, 2017).
The importance of enhancing China’s and the Eu-
ropean Union’s ties is the fact that the EU is Chi-
na’s largest trading partner and a large market for
Chinese goods. Most trade is related to industrial
products, and according to the European Commis-
sion, EU exports to China have increased by 38%
since 2010, while Chinese exports have increased
by 31% (European Commission, 2019). The effects
of integration have been visible long and give a
right impetus to the further convergence of the two
economies, as well as the other countries between
them. China’s importance as a trading partner can
also be seen in the increasing international trade of
individual countries. Figure 2 shows that lately,
countries trade less with USA and more with Chi-
na.
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Figure 2. Countries’ share of trade with China and the
USA, 2000 (in red) and 2018 (in green) (source: The
Economist, 2019)

China’s move to the west and the European
Union could be viewed in three directions (Simi¢,
2015):

— the first, towards the EU headquarters,
Brussels and the most economically ad-

vanced member states (EU15);
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— the second, towards the EU member states
of Central and Eastern Europe;

— the third track is directed towards the
countries of Southeast Europe, which are
not yet EU members.

The Chinese model of foreign aid and invest-
ment is based on the Beijing Consensus. It includes
three principles (Mari¢, 2017):

— Innovation and adaptability to local condi-

tions;

— Sustainability and stability (investment in
infrastructure and natural resources);

— Maintaining independence
interference in internal politics).

The European Union, USA and China account
for the largest share of world trade in goods, ac-
counting for 43% of global goods exports and 46%
of global imports (Eurostat, 2019). China (16.8%)
has the largest share of world exports, with an al-
ways-present surplus in the trade balance, which
has been increasing especially since 2013. The EU
(15.6%) and the United States (11.2%) follow Chi-
na. In terms of world imports, the largest share is
in the US (17%), ahead of the EU (15.2%) and
China (13.9%). Detailed insight into the im-
portance of China-EU relations can be seen by
monitoring foreign trade indicators, international
trade in goods and services, as well as foreign di-
rect investment between the two economies. The
European Commission’s report latest data are pre-
sented in Table 1.

(non-

Table 1. Trade in goods, services, the EU-China FDI
ratio, in billions of euros, 2016—2018 (source: European
Commission, 2019)

Trade in goods
Import from | Export to
Year Ch?na Ch[i)na Balance
2016 352.3 169.7 -182.6
2017 375.4 197.6 =177.7
2018 394.8 209.9 -184.9
Trade in services
Import from Export to
Year pChina Cphina Balance
2016 28.4 429 145
2017 32.2 42.8 10.6
2018 30.6 46.7 16
FDI
Year Chi_na’s FDI | EU’s lj“DI in Balance
in EU China
2017 59.7 176.1 116.4

On average, China and Europe trade in goods
and services worth one billion euros a day. The
main EU imports from China are industrial and
consumer goods, machinery and equipment, foot-
wear and clothing. The main EU exports to China
are machinery and equipment, motor vehicles, air-
craft and chemicals (European Commission, 2019).
Data in Table 1 show that the value of total foreign
trade has a growing trend. The EU has a deficit in
trade in goods, while the trade in services deficit is
on China’s side. The latest available European
Commission figures on total FDI between China
and the EU show EU’s foreign direct investment in
China are more significant for € 116.4 billion. This
data points to the considerable presence of EU cap-
ital in China, which may be one of the tasks for
China’s strategy to balance this relationship.

In 2016, the EU adopted a new strategy that
sets out the EU’s relationship with China over the
next five years. The plan promotes reciprocity, a
level playing field and fair competition in all areas
of cooperation. Trade plan is focused on improving
market access opportunities. Negotiations on the
Investment Agreement began in 2013. The negotia-
tions aim to enhance investments for European and
Chinese investors by creating the right to invest and
guaranteeing non-discrimination, improving trans-
parency, licensing and authorization procedures,
ensuring a high and balanced level of investor and
investment protection, as well as introducing rules
on environmental and labour aspects of foreign in-
vestment (European Commission, 2019).

In addition to China’s cooperation with the
most developed EU countries, it also includes the
“16 + 1” policy (Simi¢, 2015). This cooperation
consists of a credit line from Chinese banks for in-
vestments in the field of infrastructure and devel-
opment projects, as well as collaboration in the are-
as of science, technology and research projects. The
first Summit of Leaders of China and CEE Coun-
tries was held in Warsaw in 2012. The initiative
consisted of 12 points covering the establishment of
a $10 billion exclusive credit line for CEE countries.
Investment Cooperation Fund between China and
CEE planned to (Szczudlik-Tatar, 2013):

raise $500 million in the first phase;

— increasing total trade between to $100 bil-
lion by 2015;

— encouraging Chinese companies to invest
in specific economic and technological
zones in CEE and

— exploring potential financial cooperation.

In 2013 and 2014 were held the second and
third summits to enhance collaboration.
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Empirical evidence shows that the volume of
trade between China and CEEC increased signifi-
cantly before 2012, but after that, it increased at a
slightly slower pace (Figure 3) (the last available
data are for 2016). Chinese exports to CEE coun-
tries were expanding much faster from their export
to China, thus creating an imbalanced trade, which
is substantial to China’s benefit. International trade
between China and CEEC reached € 57.3 billion in
2017, a small amount compared to the total EU-
China trade of € 573 billion. This amount of for-
eign trade is far less than the initial target of reach-
ing the US $100 billion by 2015. Between 2012
and 2017, international trade between China and
CEEC increased by only 7 billion euros, at a much
slower pace than in the previous three years (2010-
2012) when it increased by 20 billion euros (Euro-
pean Parliament, 2018).

m2013 2014 2015 2016
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Figure 3. Chinese FDI stock in Central and Eastern
European countries, in millions of euros in 2013-2016

(source: European Parliament, 2018)

Data from Figure 3 reveal that Chinese FDI
stock is highly concentrated in the largest countries
of the CEE region. Some smaller nations in this
block have also begun to attract Chinese FDI but at
relatively low levels.

4. Results of China — Serbia cooperation

Regarding the concrete results of the agreement so
far under the “16 + 1” policy for the Serbian econ-
omy, China announced new investments in CEEC
at the Belgrade Summit in 2014. The most significant
emphasis is on the project of modernization the Bel-
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grade-Budapest railway. The project cost is between
1.5 and 2 billion euros and shortens the travel time
from 8 to 2.4 hours. After that, it is planned to extend
the railway and connect Skoplje and Athens. China
sees the railroad as a possible “land and sea express
line” between China and Europe (Zeldin, 2015). This
agreement clearly shows the role of Serbia in logis-
tics significance on the new Silk Road. Development
of road and railway infrastructure is especially em-
phasized as the essential factor for Serbia and the first
step of joining the BRI. As a potential EU member
state, with close relations and political support from
China, Serbia has the opportunity to participate in its
economic integration and to cooperate with both
economies actively.

One of the moves of China’s strategy in the
Southeast European region is the acquisition of a
majority stake in the ports of Piraeus (Greece) and
Kumport (Turkey) by Chinese investors as a form
of logistics tactics for accessing the European mar-
ket. The bulk of container shipping will find its
way through the land infrastructure of Serbia, so it
is not surprising that Chinese investors are inter-
ested in investing in railway infrastructure and re-
ducing the time of transport through Serbia to EU
countries. Piraeus port is the most frequent passen-
ger port in Europe, and container transhipment at
the port has been increasing since 2009. According
to Lloyd’s container port list, Piraeus ranks eighth
in Europe and third in the Mediterranean (MiSev
etal.,, 2017).

The share of railway transport in the total
freight flows in the Serbian market is between 10
and 15%, while the prospect of railway improve-
ment is far greater. As of 2017, Serbian Railways
has increasing transport to the ports of Piraeus,
Rijeka, Burgos and Bar (MiSev et al., 2017). Road
traffic in Serbia, in last ten years, increased by 11
million vehicles (34.15%), and the trend of in-
creasing from 1-2% (annually) has jumped rapidly
to 5-10% in the last few years (JP Putevi Srbije,
2018). The implementation of projects on the de-
velopment of road infrastructure in the territory of
Serbia enables faster and more efficient traffic of
goods. An overview of goods traffic through Ser-
bia is given in Table 2.

Table 2. Overview of transported goods through the
territory of Serbia, goods in millions of tones, 2013—
2019 (source: Statistical Office of the Republic of
Serbia, 2020)

2013

Year 2014|2015 | 2016 | 2017 | 2018 | 2019

Goods
(mil t)

243 | 24.7 | 26.6 | 29.4 | 30.0 | 32.8 | 34.1
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Improving transport infrastructure, with low
taxes, skilled labour with lower wages compared to
EU level and direct access to the EU market, are
additional reasons for Serbia-China cooperation.
Serbia is essential to China because it has signed a
free trade agreement with CEFTA and EFTA
countries, Turkey, the Customs Union comprising
Russia, Belarus and Kazakhstan, as well as a trade
agreement with the EU, which indirectly provides
market access to over one billion people cleared of
customs. Through such a channel, China could
quickly enter all these markets, use the benefits of
these trade arrangements for their products place-
ment, and satisfy Chinese interests (Ladjevac &
Djordjevi¢, 2016).

Serbia’s largest export markets are EU and
Balkan countries. In terms of imports, followed by
Germany and Italy, China is the third country from
which Serbia imports goods. The value of imports
from China is about the US $2.507 million, and the
deficit is on the side of Serbia for the US $2.178
million (Statistical Office of the Republic of Ser-
bia, 2020), which is sufficient evidence of the vast
differences between these two economies and Ser-
bian dependence on imports from China. China’s
percentage share in total Serbian imports is 8.4%.
From 2014 to 2018 imports from China to Serbia
increased by 39% (from $1.5 billion to $2.1 bil-
lion), which is not surprising given the fact that,
according to the ranking of countries in total world
exports, China is on the first place in the world
with 17% of total world exports (International
Trading Centre, 2019).

Logistics indicators are an essential parameter
in active participation in Silk Road. The efforts of
Chinese investors are focused on improving logis-
tics performances, on making international trade as
fast and secure as possible. Logistics Performance
Index (LPI) allows identifying areas where eco-
nomic growth can be constrained by inadequate
logistics performance (Jane, 2011). This index is a
multidimensional logistic performance rating, ex-
pressed on a scale of 1 (lowest score) to 5 (highest
rating) — countries with a higher LPI character
lower trade costs and more significant opportunity
to reach foreign markets. Table 3 gives an insight
into the position of Serbia and China, according to
the LPI index (World Bank, 2019) (LPI index is
published once every two years).

Besides, foreign investment plays a vital role
in the Serbian strategy of economic development.
As an instrument of economic recovery, FDIs ena-
ble to enhance the competitive advantage, facilitate
access to international markets, and serve to im-
prove the country’s balance of payments. Chinese
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assistance is necessary for realizing those goals
(Dimitrijevi¢, 2018). The result of the cooperation
with China should aim in economic growth and
long-term positive effects on the domestic infra-
structure and the possibility of intensifying foreign
trade relations with other countries within the “Belt
and Road” initiative.

Table 3. Values of the LPI, Serbia and China, 2018
(source: World Bank, 2019)

Country China Serbia
Year 2018 2018
LPI rank 26 65
LPI score 3.61 2.84
Customs 3.29 2.6
Infrastracture 3.75 2.6
International shipments 3.54 2.97
Logistics competence 3.59 2.7
Tracking & tracing 3.65 2.79
Timelines 3.84 3.33

Based on cooperation through this initiative,
about € 2 billion has been transferred from China
to Serbia. Of that amount, a quarter relates to FDI
and the remaining part to loans given to Serbia
(Narodna Banka Srbije, 2019). Considering the
volume mentioned above of foreign trade between
the two countries, Chinese exports to Serbia in-
creased by about US $1 billion. In contrast, exports
from Serbia to China increased by approximately
US $1 billion. Detailed annual data are presented
in Table 4. In comparison, exports from Serbia to
China increased by about US $320 million (Statis-
tical Office of the Republic of Serbia, 2020); it can
be stated that the increased inflow of investments
from China contributed to the increase in the vol-
ume of foreign trade between Serbia and China.

Table 4. Serbia-China foreign trade data, millions of US
dollars, 2013-2019 (source: Statistical Office of the
Republic of Serbia, 2020)

vear | B¢ | 1™ | Bajance ngehiin Imp:)/
port port goods exp %
2013 9 1510 | -1.501 | 1.519 0.6
2014 | 141 | 1561 | 1547 | 1571 0.9
2015 | 20.2 | 1466 | —1.445 | 1.486 14
2016 | 25.3 | 1522 | -1.497 | 1.548 1.7
2017 | 622 | 1.768 | —-1.706 | 1.830 3.5
2018 | 91.7 | 2.167 | —2.076 | 2.260 4.2
2019 | 329.9 | 2507 | -2.178 | 2.837 13.2
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All observed parameters show an increase in
the intensity of international trade between Serbia
and China. Serbia’s exports to China are still much
lower than imports, but the import/export ratio has
a positive trend (Table 5). The increase in the
number of foreign trade entities between Serbia
and China is also noticeable, with the opportunity
to improve capacities and technology through this
cooperation. Agreement between China and Serbia
on economic and technical cooperation in infra-
structure projects from 2009 gave impetus to the
intensification of economic relations. It also result-
ed in participation in several infrastructure projects
in the Republic of Serbia, such as the construction
of Pupin Bridge (Zemun-Borca), TPP project Kos-
tolac, the building of two sections of the Obreno-
vac-Ljig highway on Corridor 11, privatization of
the Zelezara Smederevo and RTB Bor, etc. (CEAS,
2019).

Table 5. Number of Serbia’s foreign trade entities
dealing with China, 2013-2018 (source: Serbian
Chamber of Commerce, 2019)

2013 | 2014 | 2015 | 2016 | 2017 | 2018
Export | 133 | 143 | 183 | 215 | 262 281
Import | 7802 | 7975 | 8238 | 8953 | 9 607 | 10 162

However, one of the controversial sides of the
privatization of Zelezara Smederevo (Iron / Steel
company) was highlighted by EUROFER (Europe-
an Steel Industry Association) for fear that it would
be possible to re-export Chinese products through
this company. Besides, the concern of this Europe-
an association and the EU is emphasized that Ser-
bia is unofficially subsidizing this company
through enabled low electricity price contrary to
EU regulations. At the same time, the EU has
doubts that prices are being dumped when they are
sold on their market. For this reason, after Hestil
took over Zelezara Smederevo, Brussels launched
an investigation into dumping prices and fears that
steel could come to the European market with
dumping prices, which would distort competition
within the EU. Such an accusation is called the
“Trojan Horse” alluding to the effects that China,
through Serbia and other countries, has caused un-
der their Silk Road initiative indirectly in the Eu-
ropean Union market. In 2018, Hestil made total
exports of $780 million, and this company is the
second biggest Serbian exporter (Politico, 2018).

Consequently, the European Commission an-
nounced in January 2019 that the EU would intro-
duce quotas on imports of steel from third coun-
tries. The measures aim to protect European

steelmakers after producers around the world shift-
ed trade to the European market because of earlier
unilateral US measures that restricted steel imports
to the US market (European Commission, 2019).
However, after the January restrictions, quotas for
steel imports into the European Union have been
increased by 5% since July 1, 2019 (Uprava carina,
2019). This tariff increase also applies to the im-
port of steel from Zelezara Smederevo, which
practically enabled the rise in exports from Serbia.
Still, from the other side, this shows the potential
market risk.

Another reason for Chinese investment in this
part of the industry is ecology. Namely, the envi-
ronmental regulations in Serbia are lower than the
EU standards, which in these industries can be an
essential factor in reducing the costs of exploration
and production. Weaker environmental regulations
can contribute to the concentration and develop-
ment of these industries, but on the other hand, can
have long-term adverse effects on the environment
and human health. Significant investments in the
area of transport infrastructure totalling € 8.4 bil-
lion are highlighted as infrastructure and logistics
support for capital investments (CEAS, 2019).

Locating the Serbian industry around Chinese
capital investments can also contribute to the de-
velopment of small, medium-sized and large enter-
prises. New markets that are indirectly “con-
quered” by participating in the new Silk Road
initiative. Developing infrastructure can also
stimulate investment inflows from other countries
and develop an export-oriented domestic industry,
thereby creating a better condition for long-term
trade benefits and export growth of the Serbian
economy. As this initiative is global, the economic
decisions of other countries, especially the EU,
will significantly influence Serbia’s position on the
new Silk Road. The domestic economy should
adapt and follow the trend of this initiative, given
the enormous potential benefit of participating in
it. Table 6 shows the tendencies of certain macroe-
conomic variables and trade indicators of the Re-
public of Serbia since 2013, which can be consid-
ered as the official beginning of the new Silk Road.
The results of the variables are not a direct conse-
quence of this initiative, due to the large number of
dependent and independent variables that define
them and which are difficult to identify separately
but can be seen as a trend in a given time interval.

The data in Table 6 show that GDP is growing
in the observed period, as well as the volume of
international trade, total exports and imports, but
with a constant and growing trade deficit. Net FDI
has seen a slight increase in recent years.
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Table 6. Macroeconomic variables of the Republic of
Serbia, in Millions of US dollars, 2013-2018 (source:
mWorld Bank, 2019; National Bank of Serbia, 2019)

hina’ .
Year| GDP |Export|Import -II-:O[';E’;I CFDal1s (I::}SIIla%S

(neto)
2013| 48394 |19 285|23 263|2059 | -0.562 | 0%
2014| 47062 |19 803|23 604|1999 | 109.34 | 5.47%
2015| 39629 [17941|20708|2343| 26.74 | 1.14%
2016| 40630 |19 75321 707|2355| 76.91 | 3.27%
2017 | 44 120 |22 29925207 |2895| 116.76 | 4.03%
2018| 50597 |25691|30000|4107 | 217.6 | 5.30%

At the same time, FDI from China recorded
significant growth rates observed by years. As a
result, the share of FDI from China in total FDI
increased and in 2018 amounted to 5.3% of total
FDI in the territory of the Republic of Serbia. This
trend of inflow of investments from China can un-
doubtedly have a positive effect on the country’s
macroeconomic situation and deficit reduction.
Still, their volume must reach greater participation.
Concerning foreign investment in the territory of
Serbia, the share of FDI from EU countries partici-
pating with more than two-thirds of the total
amount of FDI in Serbia, which is still dominant.
While on the other hand, the potential for growth
of Chinese investments is far higher, considering
the amounts of funds earmarked for investments
under the new Silk Road initiative.

The main advantages of the Silk Road for the
Serbian economy are evident in improved logistics,
through investments in railway and road infrastruc-
ture. Besides, Chinese capital is invested in the
development of small, medium-sized and especial-
ly, large enterprises. It results in investment in-
flows from other countries and contributes to the
development of the export-oriented domestic in-
dustry. Export from Serbia to China increased and,
at the same time, the import/export ratio has a posi-
tive trend. All of this contributes to the intensifica-
tion of good economic relations between Serbia
and China. From the other side, disadvantages of
this initiative, primarily because of significant cap-
ital projects, contributed to potentially long-term
adverse effects on the environment and human
health. Besides, there were problems with exports
of steel to the EU market, due to unfair competi-
tion and dumping prices, which can be a potential
risk for Serbian export.
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5. Conclusions

The growing global economic importance of the
new Silk Road initiative, creation of conventional
markets and the enhancement of transport and lo-
gistics infrastructure will influence countries to
continue and intensify cooperation with China and
other countries within the “Belt and Road”. Gen-
eral advantages of the new Silk Road can be seen
in new investments, improved logistics infrastruc-
ture, innovations and new technologies, as well as
in new economic integrations, competitive ad-
vantages and rising trade. Regarding disad-
vantages, the authors suggest — “probability of de-
stroying job”, while on the other hand due to the
sales increase in the China market help to other
countries to rise job places. There is also the prob-
ability of negative impact on ecology due to signif-
icant capital investments followed by poor envi-
ronmental regulation.

Another problem could be the risk of external
debt and overdependence on Chinese influence and
the possibility of neglecting other European econ-
omies due to the orientation towards cooperation
with China. For China, this is a chance to diversify
international economic and geopolitical relations,
to access new markets, and place funding, espe-
cially in EU countries. On the other hand, Europe-
an countries are becoming a meeting place for new
FDIs, new employment and long-term develop-
ment projects, thus creating an environment for
continued economic growth and development in
the future. The effects of participating in the new
Silk Road initiative can bring innovations and
adaptability to local conditions, also as sustainabil-
ity and stability. Trade effects are evident through
the continued increase in foreign trade between the
EU and China.

Active participation and development oppor-
tunity of Southeast Europe started to be realized
through a series of agreements in which the Repub-
lic of Serbia also participates. Given Serbia’s geo-
graphical location and the historical circumstances
of its everlasting division between East and West,
and its current aspirations for EU accession, but
also the political need to maintain close relations
with China, the “Belt and Road” initiative repre-
sents a significant chance to find the most econom-
ically favourable long-term development strategy.
The development of transport infrastructure will
enable the utilization of the logistics potential on
the Silk Road, which in its continuation may find
its way to European countries by rail and road
through Serbian territory. Another form of cooper-
ation is through Chinese investment, especially in
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large-scale capital projects. This current situation
offers a chance to further exploit of Serbian posi-
tion at one of China’s breakthrough logistics hubs.
In the last few years, China started to invest in
Serbia, and through FDI increased its share in total
FDI. Besides, the volume of foreign trade between
those two countries has increased significantly
since the launch of the “Belt and Road” initiative.

Further efforts must be directed towards the
continued progress of co-operation and the im-
provement of Serbia’s foreign trade position. Es-
pecially in the area of reducing the international
trade deficit, which can be stimulated through ex-
port growth, both to China and to other countries
involved in this development project. Besides,
there is an increase in the number of market play-
ers involved in international trade between Serbia
and China, which further contributes to the
strengthening of economic relations.

The limitations of this paper relate to the fact
that this initiative is relatively new and that more
substantial effects and evaluations that are more
accurate can be expected over a more extended
period. Future research may focus on a compara-
tive analysis of the real impacts in different econ-
omies on the new Silk Road initiative.
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