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Abstract: 

The Belt and Road Initiative (BRI) is the Chinese government’s effort to promote global 

development and interconnectivity through a vast network of transportation, energy, and 

telecommunications infrastructure projects throughout Asia, Africa, Europe, and Latin America. 

Involving over 130 countries and upwards of one trillion dollars, Beijing has laid out clearly 

stated aims and methods for BRI, including that all projects are to be done according to “five 

cooperation priorities'', representing “win-win cooperation that promotes common development 

and prosperity” for both China and BRI participant countries. While highly ambitious, BRI’s 

feasibility remains an open question. Taking China’s stated aims as given, this paper argues that 

Beijing faces knowledge constraints that prevent the successful planning, implementation and 

operation of BRI. By employing ill-suited means to achieve their stated ends, Beijing 

undermines their own ability to carry out BRI successfully, even on their own terms. Utilizing 

the literature on BRI, Chinese State-Owned Enterprises (SOEs), and megaprojects, this paper 

explores the mechanisms at work on the ground within BRI, analyzing a few case studies as 

evidence for the theory. 
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1. Introduction 

Niamey, the capital city of Niger, is divided by the Niger River. For many decades, the only 

bridge that crossed the Niger River was the John F. Kennedy Bridge. A U.S. funded and 

constructed bridge, the bridge was completed in 1970 as an effort to support the election of 

President Hamani Diori, an American policy-friendly leader. Since completion, the bridge has 

assisted in the development of the other side of Niamey, including the founding of Abdou 

Moumouni University in 1974 (Bloise & Fahey, 2000). A modest two-lane bridge, the Kennedy 

Bridge is heavily utilized and often congested, carrying everything from semi-trucks and cars to 

camels and donkey carts over the Niger River.  

 In 2006, the Chinese Ministry of Commerce provided funding (equivalent to $73 million 

in 2014 USD) to build an additional bridge over the Niger River, roughly two miles downstream 

from the Kennedy bridge. The newly constructed four-lane bridge was completed around 2010, 

providing a suitable alternative to the highly congested Kennedy Bridge (Dreher et al., 2017). All 

was well—except, very few local people actually used the bridge upon completion. The 

Nigeriens have a phrase in Hausa, “Shin Tok”, which literally means “Chinese shit”. Due to the 

belief that much of the Chinese goods that enter Niger are of poor quality, many local people 

regarded the bridge with suspicion, or more closely, as “Shin Tok”. Despite it being a much 

newer and larger bridge, its use remains much lower than the Kennedy Bridge.1 As such, the new 

bridge provides very little in terms of value-added for local Nigeriens, despite its great cost.  

 
1 For this anecdote, I am indebted to a former student who lived in Niamey for three years, during which the 

construction of the second bridge crossing the Niger River occurred. The usage difference between the two 

bridges is visibly apparent via satellite imagery on Google Earth.  
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 China’s Belt and Road Initiative (BRI), first announced by President Xi Jinping in 

September 2013, is an ambitious transcontinental investment and policy project spanning over 

130 countries, aiming to facilitate enhanced global economic integration and trade (Hillman, 

2020).2 Comprised of massive investment in infrastructure projects including ports, railways, 

power plants, pipelines, fiber-optic cables, and other means of enhancing global productivity and 

interconnection, BRI is being carried out primarily by Chinese State-Owned Enterprises (SOEs) 

funded through Beijing’s state and policy banks (Hurley et al., 2018).  

 According to state policy documents, Beijing’s aims to “promote the connectivity of 

Asian, European and African continents and their adjacent seas” through BRI in an effort to 

“...realize diversified, independent, balanced and sustainable development in these countries” 

(State Council of the PRC, 2015). To this end, Beijing refers to BRI as an effort to create a “21st 

Century Silk Road”, governed by a spirit of “win-win cooperation”. Along these lines, the 

Chinese government has outlined five “cooperation priorities” as benchmarks for what the 

successful implementation and operation of BRI should appear between China and participant 

countries (State Council of the PRC, 2015).   

 While BRI projects have the potential to be welfare enhancing, a different alternative is at 

least as likely.3 This paper argues that fundamental problems of knowledge and adaptability 

reside at the core of BRI that will prevent Beijing from achieving success according to their own 

stated goals, which I take as the implementation of BRI in a manner consistent with its five 

 
2 Some analysts argue BRI policy can be traced back to the early 2000s, and that President Xi’s 2013 BRI 

unveiling, rather than a dramatic shift in policy, instead represents a new branding and ex-post rationalization 

of ongoing trends related to China’s international development strategies (Panda, 2019).  
3 The World Bank (2019) suggests that BRI investment can help close infrastructure and investment gaps in 

BRI participant countries, estimating trade in these countries to be 30 percent below potential, and foreign 

direct investment about 70 percent below potential. In this regard, the World Bank estimates that BRI transport 

projects can increase trade between 1.7 and 6.2 percent, and increase global real income by 0.7 to 2.9 percent. 
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“cooperation priorities”, including enhanced Policy Coordination, Facilities Connectivity, 

Unimpeded Trade, Financial Integration, and People-to-People Bonds (State Council of the PRC, 

2015). Taking Beijing’s stated aims and methods as given, the successful planning and 

implementation of the Belt and Road Initiative rests upon accessing knowledge and coordinating 

mechanisms that BRI planners and decision-makers do not have access to absent such plans 

occurring within a market process. That is, China faces a means-ends problem in its 

implementation of BRI. 

 Within the market context, prices and profit and loss coordinate economic activity and 

the disparate, often conflicting plans of people. These signals are guides that assist market actors, 

including consumers and entrepreneurs, to accomplish their desired ends. Embedded in these 

signals are information and incentives that provide sharp and continuous feedback as to whether 

resources are being allocated to their highest-valued uses among given alternatives (Coyne, 

2013). In this manner, the means are present for rapid adaptability on the part of economic 

actors, as the information contained in the relative prices of final consumer goods as well as the 

various factors of production, “represent knowledge about a continually and rapidly changing 

structure of economic relationships” (Lavoie, 1985, p. 82). Critically, this knowledge is not 

handed down as manna from heaven; rather, it is the cumulative, dynamic result of the choices 

made by producers and consumers.  

 In contrast, BRI projects are chosen through political processes. BRI projects are bid 

upon by Chinese SOEs, funded by Chinese state and policy banks, and vetted by state officials in 

Beijing. At each step of the allocation and resource disbursement process, the relevant actors are 

non-market facing, and as such, lack the ability to assess whether their chosen projects are a 

productive usage of scarce resources that are value-adding for local populaces in BRI participant 



 5 

countries. Instead, BRI resources are allocated through central planning and the political process. 

Lacking access to market price signals, actors within this context choose other means (such as 

politically-salient narratives and output targets, as opposed to actual output) as the basis of 

guiding, adapting, and evaluating their decisions (Coyne, 2013, pp. 63-66).  

 Given these knowledge constraints, it is unlikely that BRI projects, given their chosen 

means, can feasibly achieve outcomes in accordance with its coordination-producing goals, 

including “win-win cooperation” and “strengthening all-around exchanges”. These outcomes are 

reflective of market processes, not political processes. Because the resource allocation and 

implementation processes of BRI take place outside the market nexus, the foundations for broad 

scale economic coordination, which is reliant upon the tacit knowledge of millions of dispersed 

individuals pursuing their manifold plans (Hayek, 1978), are undercut. 

 This article should be seen as building on existing work related to knowledge constraints 

facing planners and implementers of state-led initiatives. The Austrian tradition has a long record 

of theoretical and applied work in this area, including on economic planning (Hayek, 1945; 

Ikeda, 1997; Lavoie, 1985a, 1985b; Mises, 1920), law (Benson, 1989; Hayek, 1973, 1978b), 

foreign intervention (Coyne, 2008, 2013; Coyne & Hall, 2018; Duncan & Coyne, 2015), as well 

as institutions and culture (Boettke, 1993, 2001; Boettke et al., 2008). Throughout this work is a 

focus upon the epistemic limitations facing actors engaging in economic calculation devoid of 

market prices, with specific emphasis upon the ill-chosen means to achieve their stated ends.  

 Secondly, this article is related to the large literature on megaprojects, which are “large-

scale, complex ventures that typically cost a billion dollars or more” (Flyvbjerg, 2014).4 Often 

 
4 As a rule-of-thumb, “Megaprojects" are generally measured in billions of dollars, "major projects" in 

hundreds of millions, and "projects" in millions and tens of millions (Bent Flyvbjerg, 2014). For our purposes, 

BRI projects are represented across these categories, and the term “Megaproject” will be employed in general 

with respect to BRI projects.  
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involving multiple private and public stakeholders, megaprojects are increasingly used across a 

wide range of sectors, including infrastructure, energy, defense, major events, and a number of 

others. The existing literature covers a range of topics related to megaprojects, often focused on 

why such projects fail at a high rate and why they are so difficult to manage. Such analyses focus 

on size (Flyvbjerg, 2009, 2017), uncertainty (Lenfle & Loch, 2010; Miller & Lessard, 2001), 

complexity (Brady & Davies, 2014; Davies & Mackenzie, 2014), and institutional structure 

(Denicol et al., 2020; Flyvbjerg et al., 2013; Scott et al., 2011). As Flyvbjerg (2014) points out, 

when projects of this size go wrong, national economies (especially of smaller countries) can 

suffer. 

 This paper fills a gap in the literature by applying the epistemological insights of the 

Austrian tradition into the broader discussion of the nature and prospects of China’s Belt and 

Road Initiative. Whereas a great deal of the BRI literature focuses on its nature and scope, 

geopolitical and economic effects of BRI, as well as the motivations of Beijing in carrying out 

BRI, this analysis takes aim at the ground level of BRI, focusing upon the knowledge constraints 

that are fundamental to its feasibility.   

The paper setup is as follows: Section 2 will contain an overview of the nuts and bolts of 

BRI, as well as a brief a BRI literature review. Section 3 analyzes the fundamental argument of 

the paper, namely the knowledge problem facing the Chinese government with respect to their 

planning and implementation of BRI. Section 4 will examine a few key BRI case studies, 

differentiating between “proactive” and “reactive” projects and their relative prospects for 

success. Section 5 concludes.   
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2. The Belt and Road Initiative: An Overview 

2.1 The BRI literature: a brief review 

A large literature has developed around the analysis of BRI.5 Within this, three common 

emphases are prominent. First, BRI provides external stimulus for Chinese SOEs and firms, 

providing a solution to domestic overcapacity. This is apparent within BRI, as nearly all projects 

financed by China abroad are carried out by Chinese SOEs and firms. By creating an external 

demand for China’s technology and knowhow, Beijing “[extends] the life of older industries… 

[helping] debt-laden SOEs and other companies to cover variable costs, thereby avoiding 

defaults” (OECD, 2018). While this may not be productive in the long-run, Beijing avoids 

political instability by assuaging powerful SOEs with subsidies for long-term BRI projects.  

Second, China expands its geopolitical influence through BRI. Maçães (2019) refers to 

BRI as the “the most ambitious geopolitical initiative of the age”, suggesting that BRI, 

“symbolizes a new phase in China’s ambitions as a superpower”. For example, China places 

additional pressures upon India through heavy BRI investment in Pakistan and Sri Lanka, both of 

whom are India’s neighbors. BRI has been described as “one of the main planks of a bolder 

Chinese statecraft under [Xi Jinping]” (Chatzky & McBride, 2020). Relatedly, others argue that, 

through BRI, Xi Jinping, has surpassed all of his predecessors in his attempts “...to achieve the 

goal of national revival... thus reinforcing the claim of Chinese centrality” on the geopolitical 

scene (Economy, 2018, p. 141). 

 
5 For an excellent overviews of the political economy of BRI, see Cai 2017; Miller 2019; Maçães 2019; 

Hillman 2020; Zou 2018; and Rolland 2017. On the public diplomacy and geopolitics of BRI, see Custer et al 

2018, 2019; and Zhou and Esteban 2018. On the domestic political and economic drivers of BRI, see He, 

2019; Laruelle, 2018; OECD, 2018; Pantucci & Lain, 2017). On the potential welfare gains from BRI, see 

Jaborov 2018; World Bank 2019; Reed and Trubetskoy 2019; and De Soyres et al 2018. On the debt 

implications of BRI for participant countries, see Hurley et al, 2018; Horn et al, 2019; Dreher et al 2017.  
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Third, BRI enhances China’s position with respect to global supply chains, in addition to 

providing enhanced resource security and alternative energy supply routes (Jochec & Jenish 

Kyzy, 2018). Of this, Maçães (2019) argues that Beijing’s efforts to cultivate “Chinese-led value 

chains”, enabling Chinese firms to increasingly occupy more lucrative positions within global 

supply chains, deserve central attention in BRI analyses. Here, BRI facilitates movements “from 

Made in China to Created in China, from China Speed to China Quality, and from Chinese 

Products to Chinese Brands” (Maçães, 2019, p. 85). Likewise, Cai (2017) argues that an 

underrated aspect of BRI is Beijing’s desire to export Chinese technological and engineering 

standards, and that in this manner, the return on investment on infrastructure projects is less 

valuable than pushing participating countries to adopt Chinese technical standards in 

construction, finance, and information technology (Polk, 2018). 

2.2 Nuts and Bolts: The Structure of BRI  

In the time since President Xi Jinping first announced China’s plans for BRI during a 

2013 speech at Nazarbayev University in Kazakhstan (Xi, 2013), grandiose and esoteric rhetoric 

calling for a “community of common destiny” in the form of a resurrected, modernized Silk 

Road has been replaced by thousands of current, planned, and completed projects spanning the 

world. Describing the core of BRI at the meeting of the 19th National Party Congress (NPC) in 

2017, President Xi said, “China will actively promote international co-operation through [the 

BRI]... we hope to achieve policy, infrastructure, trade, financial, and people-to-people 

connectivity and thus build a new platform for international co-operation to create new drivers of 

shared development” (Xi, 2017). At this same meeting, BRI formally adopted into the 

Constitution of the CCP, strongly signaling President Xi’s sustained commitment to BRI (Hurley 

et al., 2018).  
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As of early 2020, Beijing claims that 137 countries have signed Memorandum of 

Understanding (MoU) agreements to join the Belt and Road (Nedopil, 2020). One of the 

difficulties in identifying the true scope of BRI is the lack of an agreed-upon definition for what 

qualifies as a BRI project (Hillman 2018). While precise investment and lending figures are 

unknown, the Chinese Ministry of Commerce announced in 2017 that since BRI’s 2013 

unveiling, over $300 billion in contracts were signed between China and participant countries 

(Lain, 2018). 

Upper bound estimates suggest that if BRI is fully implemented according to President 

Xi’s wishes, the entire project could entail investment as $8 trillion (Hillman, 2018b). More 

recent estimates suggest lower figures. The World Bank estimates that, as of 2019, BRI 

expenditure stood at $545 billion, and Morgan Stanley predicts that BRI could reach $1.3 trillion 

by 2027 (Tonchev, 2020). Even if the scope of the BRI ends up being $1 trillion, BRI would 

already be around seven times (adjusted for inflation) what the U.S. spent on the Marshall Plan 

to rebuild western Europe in the aftermath of World War II (Hillman, 2020, pp. 3-4). 

The Belt and Road Initiative is organized into two key components: the land-based “Silk 

Road Economic Belt” (SREB) and the sea-based “21st Century Maritime Silk Road”. The ‘Belt’ 

aims to connect Chinese trade and investment to Europe through massive road and highspeed rail 

infrastructure projects (as well as dry ports and energy-related projects)6 throughout much of 

Eurasia,7 while the ‘Road’ aims to improve Chinese maritime trade through Southeast Asia, the 

 
6 The MERICS BRI database estimates that, of the share of completed projects, about two-thirds of BRI 

investment is related to the energy sector projects, including renewable energy powerplants, fossil-fuel 

generation projects, power grid investment, and hydropower projects (Eder & Mardell, 2019). 
7 The land-based “Silk Road Economic Belt” is focused deepening economic connectivity through six 

economic “corridors” (State Council of the PRC, 2015). Of these, the China-Pakistan Economic Corridor 

(CPEC) has absorbed the largest share of Chinese financing and is frequently is referred to as a “flagship 

project” of the BRI (Hillman, 2020; Maçães, 2019).  
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Horn of Africa, and Europe largely through deepwater port infrastructure projects (State Council 

of the PRC, 2015). Through these, Beijing envisages a network of transportation “corridors” for 

goods, materials, and energy, as well as enhanced connectivity through standardized norms, 

state-of-the-art warehouses, and simplified customs procedures (Jochec & Jenish Kyzy, 2018). 

More recently, the Chinese have increasingly invested resources in developing its 

“Digital Silk Road” (introduced as an official component of BRI in 2015), which seeks to make 

Chinese digital technology, fiber-optic cables, and wireless networks standard fare in the 

developing world. While massive transportation infrastructure and energy projects dominated 

BRI’s early years, information and communications technology (ICT) projects are relatively 

lower cost (both financially and politically) to deliver and monetize for BRI participant 

countries. Indicative of this shift, the Chinese Politburo’s Standing Committee (the apex of 

political power in China) in March called for “accelerating the construction of new infrastructure 

such as 5G networks and data centers” (Blanchette & Hillman, 2020). 

3. BRI Constraints: Planning, Adaptability, and Coordination 

“The [BRI] is a way for win-win cooperation that promotes common 

development and prosperity and a road toward peace and friendship by 

enhancing mutual understanding and trust, and strengthening all-around 

exchanges.”8   

   

 The BRI contains hundreds, if not thousands, of projects all over the world. Examples of 

major projects include the 142km Jakarta-Bandung high speed railway in Indonesia, the 

Colombo Port City in Sri Lanka, and the Mombasa-Nairobi Standard Gauge Railway through 

Kenya and Uganda. Each of these projects entail investment of well over $1 billion.  

 
8 See State Council of the People’s Republic of China (2015), “Full text: Action plan on the Belt and Road 

Initiative” 
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 Although BRI projects are not a monolith in terms of their relative prospects for success, 

to refer to a majority of projects as value-added infrastructure would be fanciful. Indeed, in many 

cases, it is not clear that local populaces are better off than they were without the projects. In this 

regard, while it is comparatively simple to formulate plans from boardrooms of Chinese SOEs in 

Beijing, much more difficult is the task of attaining the relevant local and tacit knowledge 

requisite to accomplish BRI projects across a great diversity of institutional and cultural settings. 

This frame of reference occupies the foreground of our analysis when thinking of the laborers of 

Chinese SOEs actually breaking ground on highway, railway, and port projects in the likes of 

Kyrgyzstan, Kenya, and Sri Lanka, all in the midst of potentially suspicious and sometimes 

hostile local populaces.9 

Importantly, we need not assume malevolence on the part of BRI actors for the argument 

to hold. We can restate the central question along these lines: “Given benevolence, how will 

individuals come to know the right thing to do in any given situation?” (Boettke & Leeson, 2004, 

p. 101). With the context of market processes, the fundamental institutions present are alienable 

property rights and freedom of contract (Wagner, 2016). Through these, voluntary and beneficial 

exchange takes place between individuals guided by market prices, which are reflective of the 

relative scarcities of goods, services, and resources. Alert to these signals, entrepreneurs 

undertake risk in a dynamic discovery process to produce goods and services that satisfy 

consumer wants. Accordingly, entrepreneurial profits signal that consumer wants have been 

satisfied in a cost-effective manner (Kirzner, 2009). 

 
9 One such example of this took place in August 2019 in Kyrgyzstan, whereby dozens of Chinese nationals 

were injured fighting with Kyrgyz villagers. More than two dozen Chinese workers, employed by the state-

owned enterprise Zhong Ji, needed medical treatment after the fracas. The Chinese Embassy in Bishkek, 

Kyrgyzstan issued a statement demanding that the Kyrgyz authorities investigate the incident and “strictly 

punish” perpetrators (Rickleton, 2019). 
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Fundamentally, BRI planners cannot engage rational economic calculation, which refers 

to the “the decision-making process of how to best allocate scarce resources among the array of 

feasible alternatives”, as well as being able to compare the “relative expected value-added” 

across alternatives (Coyne, 2013, p. 67). This is because the planning and implementation of BRI 

projects take place within institutional arrangements that do not provide the necessary 

informational inputs to engage in economic calculation (Boettke & Leeson, 2004; Mises, 1920). 

In this manner, market participants are guided by comparative costs and relative prices to 

discover the least cost methods of production, the most urgent consumer demands, and 

opportunities for mutually beneficial exchange (Boettke et al., 2007). Within this context, profit 

and loss accounting leads market actors to detect errors in their plans, forcing them to make swift 

adjustments if they desire to remain in business. In this world, problems are recognized, acted 

upon, and corrected through entrepreneurial action (Kirzner, 1973), making it such that 

“...today’s inefficiency is tomorrow’s profit opportunity” (Boettke et al., 2007). 

 In contrast, political actors have no such guidance. Within this context, voluntary 

exchanges of alienable property rights are not present, and relationships are fundamentally 

coercive in nature. Unable to access the guides and signals residing in market prices and 

profit/loss accounting, political actors lack the institutionally contingent knowledge requisite to 

detect error, inefficiencies and deadweight loss in their plans in the manner of a market 

entrepreneur. Likewise, political enterprises are not subject to profit/loss accounting, and as such, 

unable to ascertain whether consumer demands are being met. Absent the institutions underlying 

the market process, “the economic value of political goods and services is impossible to 

ascertain” (Boettke et al., 2007). Unable to access the information to detect errors and the means 

to adapt, rational economic calculation cannot occur within political processes.  
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 It is within the latter context, that of the political domain, that the allocation decisions 

regarding BRI processes are made. In this regard, Beijing faces a sharp knowledge constraint 

with respect to the planning of implementation of BRI projects. Given that BRI projects are 

funded by Chinese state and policy banks and carried out primarily by Chinese SOEs, the 

relevant actors within Chinese government and SOEs lack the ability to assess whether their 

chosen projects are a productive usage of scarce resources that lead to superior outcomes than 

had the projects not been embarked upon. Likewise, Chinese SOEs are not subject to the 

traditional discipline of market profit and loss accounting, which within the market context, 

provides a strong signal as to whether consumer wants are being met in an efficient manner. 

 Of BRI’s adaptability issues, Hillman (2020, p. 14) points out that the success of BRI “... 

hinges on China having the discipline to choose the right projects and walk away from the wrong 

ones.” The available data regarding the progress and completion of BRI projects is much more 

suggestive of the latter rather than the former.  “Since leaving the station,” Hillman (2020, p. 14) 

writes, “China’s BRI has become a gravy train without a conductor. It’s fevered pace has already 

exceeded China’s ability to accurately measure, let alone manage, those activities. Corruption 

and rent-seeking are thriving in the chaos. Conceptually, China’s BRI is closer to the War on 

Terror: poorly defined and ever expanding”.  

Recognizing their adaptability constraints, Coyne (2013, p. 62) points out that planners 

and policymakers often employ the rhetoric of adaptability, issuing public statements of “the 

importance of ‘lessons learned’ and calls for ‘better coordination’ [and] ‘improved integration 

and adaptability.’” We already observe this mechanism at work within BRI. As Rolland (2019, p. 

227) points out, Xi Jinping declared, at 2018 symposium marking the 5th anniversary of BRI’s 

launch, a broad movement away from from xieyi (broad strokes) to gongbi (sharp, detailed 
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strokes). Likewise, Xi Jinping also brought attention to the performance of SOEs, demanding 

that “...the needs and sensitivities of local governments and populations be better taken into 

account... [focusing] on small-scale projects that respond to the immediate needs of local 

populations” (Rolland, 2019b). It is apparent that knowledge problems exist not only at the high 

levels of Chinese government, but also for each Chinese SOE, specifically to the extent that they 

are not market-facing. It is the interplay of these dynamics that play a large role in the 

development and persistence of the reputation of SOEs as inefficient organizations with bloated 

budgets engaged in unproductive projects.  

 Knowledge constraints also pertain to state officials within BRI participant countries 

where these projects are taking place, albeit of a different variety. While local officials are, like 

BRI planners and SOE managers, not responding to market prices with respect their activities, 

these individuals do possess a greater degree of knowledge regarding the relevant desires of the 

citizenry, as well as their own fiscal constraints. That said, overtures from Chinese SOEs in the 

form of BRI proposals may obscure these facts, as the nature of BRI project lending expands 

their budget possibility set beyond what is otherwise feasible absent the project offer.  

 Due to China’s “closed circle” (or “Eximbank Cycle”) lending strategy, China’s state-

owned banks disburse funds directly to Chinese State-Owned Enterprises carrying out the 

infrastructure projects rather than disbursing funding to accounting controlled by debtor 

governments (Horn et al., 2019). In this regard, BRI participants (many of which are low-income 

countries) are subject to debt sustainability problems, as BRI lending standards are less 

transparent and less concessional than multilateral creditors (e.g. the World Bank), in addition to 



 15 

involving differing procurement standards (Hurley et al., 2018, p. 21).10 In this regard, BRI 

debtor countries are at risk of engaging in projects that put their country’s fiscal health at risk by 

taking on more debt than can be sustainably handled. 

 Emblematic of this is the Issyk-Kul highway, a 104-kilometer highway along a lake 

shoreline in Kyrgyzstan. Contracted in 2015 (with completion aimed for 2017), only 80 

kilometers of the road had been surfaced as of late 2019. In the meantime, a Kyrgyz government 

official admitted this was due to the government’s inability to keep up with payments. It has 

since come to light that the Longhai Road and Bridge Corporation, the Chinese firm hired to 

complete the project, was repeatedly blacklisted in China for issues related to creditworthiness 

and other unlawful activity. Despite this, this knowledge was shielded from the Kyrgyz 

government (Chen, 2019).  

 A related, broader issue affecting the efficient implementation of BRI projects is that the 

vast majority of projects are undertaken by Chinese SOEs (Hillman, 2018a). State-owned 

enterprises have a long history of inefficiency. A survey of SOEs in 16 large Chinese cities in 

1994 found that 52 percent were insolvent. That same year, covering SOE losses accounted for 

10 percent of the government’s fiscal revenues (Coase & Wang, 2012). In an effort to reduce the 

bloated state sector, the Chinese government in 1997 adopted the “Grasping the large, letting go 

of the small” reforms, which effectively reduced the number of SOEs.11  

 While the period following the 1997 reforms significantly decreased the size and scope of 

Chinese SOEs, the subsequent period of the 2010s has reflected a reversal of this trend. In what 

 
10 In their analysis of 68 BRI borrowing countries, Hurley et al. (2018) “conclude that eight countries are at 

particular risk of debt distress based on an identified pipeline of project lending associated  with BRI”, 

including the Maldives, Mongolia, Djibouti, Montenegro, Laos, Pakistan, Kyrgyzstan, and Tajikistan. 
11 While the “grasping the large” component emphasized ongoing government control of the largest SOEs in 

key sectors, the “letting go of the small” component permitted local governments to relinquish control of 

smaller SOEs by privatizing them, restructuring them, or shutting them down (Naughton 2006).  
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Sheng & Zhao (2013) refer to as a pattern of “state advance and private retreat”, a trend of much 

larger SOEs, though fewer in number, has emerged in the Xi Jinping era. In this regard, the BRI 

provides a significant external stimulus for Chinese SOEs and firms. Of all contractors 

participating in Chinese-funded projects, Hillman (2018) estimates that 89 percent are Chinese 

SOEs. To the extent that Chinese SOEs are associated with inefficiency within China, it is 

reasonable to presume these problems will accompany them abroad. Given that BRI decision-

makers are not residual claimants with respect to the outcomes of projects, there aren’t strong 

incentives to identify and reduce waste within their output. Here, weak error-detection signals 

are compounded by weak incentives to adapt relative to for-profit enterprises (Coyne, 2013, p. 

113). Such issues only exacerbate the existing set of difficulties produced by the knowledge 

problem.   

 Given that a successfully implemented BRI according to Beijing’s stated goals involves 

engaging projects that entail “win-win cooperation” that enhance “mutual understanding and 

trust”, BRI decision-makers have chosen inappropriate means to accomplished their stated ends. 

These described outcomes are much more likely to be associated with market processes, and the 

implementation of BRI is a fundamentally non-market process. While state officials are guided 

by signals of some form, they are structurally ignorant of the signals and information embedded 

in relative prices and the profit/loss mechanism that guide market entrepreneurs to realize 

unexploited opportunities (Boettke et al., 2007). As such, instead of BRI project outcomes that 

are reflective of enhanced coordination through value-added BRI projects, it is more likely that 

deadweight loss abounds in the presence of unnecessary, inefficient projects.  

Importantly, such interventions have unintended consequences as it relates to distorting 

the market process. As Kirzner (1985) points out, government intervention can both stifle the 
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entrepreneurial discovery process, and lead to superfluous entrepreneurial discovery. In the 

former case, the “stifled discovery process”, market conditions are obscured by the intervention 

which reduce the ability of market actors to detect profit opportunities to satisfy consumer wants. 

In the latter case, the “whole superfluous discovery process”, new profit opportunities are 

unintentionally created as a result of the intervention, including the generation of perverse 

patterns of exchange such as rent-seeking opportunities for producers adjacent to the 

intervention. Of this, Maçães (2019, p. 51) writes, “The risk of waste resulting from politically 

determined support for inefficient or unviable projects—’white elephants’—is a serious one.”  

 Given that the goals of BRI have much to do with enhancing coordination and 

connectivity with respect to the facilitation of trade, it is at least equally as likely as such projects 

have the opposite effect. Massive infrastructure projects, themselves interventions into the 

market process, not only contribute to the discoordination of the plans of market actors, but also 

produce unintended, undesirable consequences throughout the economic system.  

 In this manner, it is highly unlikely to expect broad scale coordination resulting from BRI 

projects (both on the local level of individual projects, and on the level of the overall vision of 

BRI). Fundamentally, this is because there is not a coordinating mechanism that stands in as a 

proxy for market prices. As Christopher Coyne points out (2008), “Thus, failure is not due to a 

lack of a clear end-goal, but instead, failure is due to the lack of knowledge of how to go about 

achieving the desired end. In other words, failure is due to the gap between the know-what and 

know-how”. This is not to suggest that all cases of spontaneous order outperform interventions, 

an erroneous contention that is unwarranted (Leeson, 2010). That said, the more relevant error 

with respect to BRI projects is to make the opposite error by assuming that the outcomes of 
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intervention are superior to the spontaneous order outcomes that would have resulted in the 

absence of the intervention.  

In contrast, it is the market process that selects for such “win-win”, trust-enhancing 

outcomes. As Wagner (2016, p. 120) writes, “market transactions select for qualities that allow 

the ex ante view of a transactional relationship to be fulfilled ex post.” A pattern of “Win-Win” 

outcomes, which by definition are the byproduct of voluntary market exchanges, is highly 

unlikely when the “exchange” that is taking place (in this context, a BRI participant country 

officials signing a contract with a Chinese SOE to begin a project) is over non-alienable, public 

property. 

In contrast, because there are not definite owners with respect to public property, some 

form of collective action is the relevant course of action. As Wagner (2016) points out, 

collectives can only act inside some framework of rules to generate collective outcomes. Such 

outcomes are not products of choice, but are products of interaction and negotiation among a 

complex web of relations (Wagner 2016, p. 19). While some frameworks for engaging in 

collective imposition may be the byproduct of a Wicksellian unanimity, whereby consensus is 

achieved at a constitutional level to place boundaries upon actors at the action-level of politics of 

everyday decision making (Buchanan & Tullock, 1965), other frameworks may do little do 

constrain the power of decision-makers that are party to collective decision-making.  

Of these, the former case is close to notion that “governments derive their just powers 

from the consent of the governed”, while the latter case is more reflective of a notion of 

governments deriving power because they’re in power. The decisions regarding BRI projects in 

participant countries happen on the latter end of this spectrum. As such, significant economic 

power is concentrated in the hands of BRI planners. This presents a “power problem”, as 



 19 

decision-making effectively has been moved away from decentralized individuals and into the 

hands of a centralized authority (Lavoie, 1985a). Such qualities select for outcomes that are not 

reflective of “win-win”, trust-enhancing outcomes between Beijing and BRI participant 

countries. 

4. Case Studies: Reactive and Proactive Investment 

 It’s important to reemphasize that not all cases of spontaneous orders outperform 

government action, as there are examples of destructive spontaneous orders as well as productive 

government interventions (Leeson, 2010). With respect to BRI, this presents a useful analytical 

opportunity. At what margins can we expect BRI projects to be relatively more successful along 

the lines of BRI’s  stated goals, and at what margins are such outcomes unlikely? In other words, 

given the non-market institutional context in which BRI planning and implementation takes 

place in, how can BRI decision-makers make best use of the limited knowledge afforded to them 

with respect to allocating resources towards value-added projects?  

 Along these lines, decision makers in Beijing can, given their highly constrained means, 

minimize deadweight by choosing to invest in “reactive” projects as opposed to “proactive” 

projects. Whereas reactive projects “respond to bottlenecks, increased demand, or demand 

graphic shifts”, proactive projects seek to “anticipate future needs” and “spark the [necessary 

changes] as assessed by state decision-makers (Jochec & Jenish Kyzy, 2018). BRI projects reside 

along all margins of this spectrum. What follows is a few examples of such cases. 

2.1 “Trait-making projects” 

Many BRI projects are of such massive scale that they are placed in, or close to, the category of 

“megaproject” (i.e. over $1 billion in investment). Given this, the scope of deadweight loss (or 
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conversely, for value-added output) is immense. Flyvbjerg (2017) argues that the “iron law of 

megaprojects” is: “Over budget, over time, under benefits, over and over again.” Relatedly, 

Hirschman (1967) refers to such projects as "privileged particles of the development process", in 

that they are “trait making” (i.e. designed ambitiously to “change the structure of society”), as 

opposed to smaller “trait taking” projects, which aim to fit within pre-existing structures or 

modes of operation (Flyvbjerg, 2014).  

 Analyzing over 200 transportation megaprojects in 20 nations across five continents, 

Flyvbjerg (2009) found average cost overruns of 44.7 percent for rail, 33.8 percent for bridges 

and tunnels, and 20.4 percent for roads. In related work on the travel demand forecasts of over 

208 projects in 14 nations across five continents, actual passenger traffic was 51.4 percent lower 

than estimated traffic on average (Flyvbjerg, 2005a, 2005b). These findings are suggestive of 

consistent cost overruns and benefit shortfalls, particularly in rail projects.12  

 These findings are consistent with a number of BRI projects. In Sri Lanka, the +$200 

million Mattala Rajapaksa International (HRI) Airport serves as a notable example of this 

phenomena. As Wade Shepard (2016) comments, HRI is a beautiful, world-class facility in 

southern Sri Lanka. The problem is that there are virtually no passengers, and despite that, the 

airport is “fully in service, despite the lack of a viable reason for it to be”. The location was 

selected because it is close to Hambantota, a city which planners hoped would be “transformed 

into Sri Lanka’s second most prestigious city”, including a $1.4 billion deep water port, a large 

industrial zone, a world-class cricket stadium, and many new high rises for people to live. 

Unfortunately for Sri Lanka, this has not been borne out. Unused terminals at the airport are now 

 
12 Flyvbjerg (2017, p. 8) emphasizes the role of “Uniqueness bias” among megaproject planners and managers. 

Because the technology and design of such projects are unique, planners and managers “tend to see their 

projects as singular, which impedes learning from other projects”.  
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being used as a storehouse for rice, tarmacs are being rented out as long-term parking lots for 

unneeded jets, and hundreds of soldiers and police officers have been mobilized at times to keep 

out elephants and other wild animals. At this point, the airport generates more revenue from non-

flight related activities than flights (Shepard, 2016).13  

 In Malaysia, the Melaka Gateway was “supposed to have been the catalyst that would 

completely altar the face of Melaka”, transforming the southwestern region of Malaysia “from a 

low-key epicenter of traditional cultures... to a modern, booming, economic powerhouse” 

spanning four artificial islands in the Strait of Malacca (Shepard, 2020). Aimed at rivaling the 

dominance Singapore’s Tuas Port (only 200 kilometers away), analysts suggest this outcome is 

highly implausible, especially since Malaysia’s top three ports only run at about 70 percent 

capacity. Concurring, a 2015 study by the World Bank concluded this port project, “simply 

wasn’t needed” (Shepard, 2020). Unfortunately for the local populace, most of whom are 

fishermen, the land reclamation and dredging has already begun. This process has damaged the 

coral reef, and while damaging the coral reef, with one fisherman saying, “This place once had a 

lot of fish. Now don’t have. Everything gone.” In November 2020, the Melaka Gateway project 

was officially cancelled, adding to a number of cancelled and delayed BRI projects in Malaysia 

including two gas pipelines and rail lines (Sukumaran, 2020).  

 Likewise, the Mombasa-Nairobi Standard Gauge Railway in Kenya and Uganda has been 

dubbed locally as China’s “Railroad to Nowhere”. Slated to be one of BRI’s flagship projects, 

construction was halted in July 2019 after China withheld $4.9 billion needed to complete the 

project. Intended to span all the way from the Kenyan coast to Uganda, it abruptly ends about 75 

 
13 In July 2017, the Sri Lankan government decided on a debt-for-equity swap, opting to grant China a 99 year 

lease of the Hambantota Port rather than service a $8 billion loan at 6 percent owed to the Chinese (Hurley et 

al., 2018). 
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miles west the Kenyan capital, Nairobi (Herbling & Li 2019). A common thread running through 

these failed projects is their “trait making” nature (Flyvbjerg, 2014). As such, these sorts of 

projects were implemented by planners who ambitiously sought “to change the structure of 

society” according to their own design. 

2.2 “Trait taking” projects 

 In contrast, “reactive” projects are ones that “respond to bottlenecks, increased demand, 

or demand graphic shifts” (Jochec & Jenish Kyzy, 2018). As opposed to being “trait making”, 

these sorts of projects are “trait taking”, aiming to fit within the context of pre-existing trends, 

structures, and modes of operation (Flyvbjerg, 2014). Indeed, the fact that a project fits within 

this criteria does not automatically suggest its’ success. As noted, this would presume in an 

unwarranted manner that an intervention has a more efficient outcome than had the intervention 

not occurred. That said, “trait taking” projects are more likely to be value-adding and 

coordination enhancing relative to “trait making” projects. This relates well to the notion of 

“institutional stickiness”, which refers to the likelihood of some proposed institutional change 

being “a function of that institution’s status in relationship to indigenous agents in the previous 

time period” (Boettke et al., 2008).  

 An example of this sort of BRI project is the Piraeus Port in Greece. Having been an 

operational Greek port city for centuries, the Greek government in 2014 sought to sell a majority 

stake in the port to finance its debt. Having been an investor in Piraeus since 2009, Chinese 

shipping giant COSCO bought a majority 51 percent stake in Piraeus port in 2016, holding 67 

percent as of 2020. Visiting the port in 2019, Xi Jinping referred to the Piraeus port as “the Head 

of the Dragon” with respect to plans to increase Chinese influence in the Mediterranean. 

(Carassava, 2019).  
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 Since COSCO took over the management of Piraeus, the port’s container handling record 

stood at 1.5 million TEUs (twenty-foot equivalent units). In 2017, this figure rose to 3.7 million 

TEUs, and 5.65 million TEUs by 2019. In a short period of time, revenues and profits with 

respect to port activities rose dramatically (Glass, 2020). By heavily investing in a port with a 

relatively high degree of “institutional stickiness”, BRI planners undertook decisions much more 

in line with the goals of BRI, including investing in value-added infrastructure that enhances 

coordination and “win-win cooperation”.   

2.3 “Too Early to Call” projects 

 Many BRI projects are quite early on in their development such that it is difficult to make 

an assessment of their relative value. This is most apparent in the case of the southwestern 

Pakistani port and city of Gwadar, which has been referred to as the “crown jewel” (Maçães 

2019, p. 43) of the China Pakistan Economic Corridor (CPEC), which aims to connect Kashgar 

in far west China to a deepwater port on the Pakistani coast.14 China’s long term plan for the 

CPEC over the period of 2017-30 states that the orderly flow of economic factors in both China 

and Pakistan, “will significantly improve the resource allocation efficiency and bring into full-

play the comparative advantage of each country” (Maçães 2019, p. 60).  

 Having received $500 million of BRI investment, China aims to have housing 

construction completed for 500,000 Chinese professionals by 2023. If all goes well, Maçães 

(2019, p. 43) points out, “If Kazakhstan serves as China’s gateway to Europe, Pakistan is its 

gateway to the Indian Ocean,” and Pakistan “may become China’s California, granting it access 

 
14 While Gwadar attracts a great deal of BRI attention, a significant amount of investment in power generation 

has already occurred along the CPEC, with projected costs for the corridor potentially up to $62 billion. In a 

recent revision to this figure, the Chinese Embassy in Pakistan reported that, as of the end of 2018, 22 CPEC 

projects (worth $18.9 billion) had been initiated or completed (Downs, 2019).  
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to a second ocean and resolving the Malacca dilemma”. Embodying China’s high hopes for the 

CPEC, foreign minister Wang Yi said, “if [BRI] is like a symphony involving and benefitting 

every country, then construction of the [CPEC] is the sweet melody of the symphony’s first 

movement” (Maçães, 2019, p. 43).  

 Thus far, the CPEC embodies both “trait taking” and “trait making” characteristics. Of 

the former, BRI energy projects in Pakistan expand capacity by thousands of megawatts of 

power, which is much needed in a large country that faces chronic electricity shortages. As 

Downs (2019) points out, these developments have been a byproduct of “push factors” from 

China (i.e. foreign markets to export excess coal power generation equipment and project 

expertise) and “pull factors” from Pakistan (i.e. prioritizing the use of domestic coal to decrease 

power generation costs). Such a trend is emblematic of a “trait taking” trajectory. 

 That said, there appears to be a great deal of “trait making” with respect to China’s plans 

for Gwadar. As Maçães (2019, p. 61) notes, “The vision for the city is suitably ambitious: the 

port will be combined with a new expressway, international airport, an industrial park, and even 

world-class tourism facilities”. Despite the stated goal of 500,000 incoming Chinese 

professionals moving to Gwadar for economic opportunity, little more than 1,000 people work at 

the port at this point. Recent trends have not been encouraging for the massive growth of 

Gwadar.  

 Initially launched to target the untapped markets between seaports in Pakistan, the 

Chinese subsidized Karachi-Gwadar service was underutilized in terms of its goals, which 

included improving the regional maritime trade of seafood, fruit, and minerals. With many empty 

containers, the ships pulling into Gwadar instead were used to load and unload CPEC related 

construction equipment, machinery, and other cargo. In September 2019, China’s COSCO 
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Shipping Lines terminated their container services between the Pakistani city of Karachi and 

Gwadar due to inadequate cargo handled at the port, slow construction of the Gwadar Free Trade 

Zone, and a lack of use of the port for transit to Afghanistan (Chaudhury, 2019).  

 While Gwadar may not be a Hambantota, its “proactive” aims to “change the structure of 

society” make its prospects for success along the lines of BRI’s stated goals highly unlikely. As 

such, increasingly unlikely is the case that “a quiet fishing village may soon become a major 

cosmopolis, a new Dubai” (Maçães, 2019, p. 62).  

5. Conclusion 

 This paper has argued that the successes of China’s Belt and Road Initiative are 

constrained by a means-ends problem. Because BRI dealings take place within the political 

context, planners are unable to access the institutionally contingent information contained in 

market price signals. Accordingly, decision-makers are unable to allocate resources towards their 

highest-valued uses among alternatives, nor are they able to compare the relative levels of 

expected value-added between projects. Chinese SOEs, the primary implementers of BRI 

projects, are likewise not subject to the traditional discipline of market profit and loss. Absent the 

feedback mechanisms contained in market prices and profit/loss accounting, these SOEs lack the 

ability to detect error compared to market-facing firms, and as such, are ill-equipped to adapt to 

correct inefficiencies and deadweight loss.  

 Taken together, the means employed by BRI planners and implementers (i.e. resource 

allocation through the political process) are unable to achieve BRI’s stated ends (i.e. “win-win 

cooperation that promotes common development and prosperity”, which are outcomes of market 

processes). Promoting “mutual understanding and trust” and “strengthening all-around 
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exchanges” are much more likely outputs of the market process, whereby alienable property 

rights and exchanged voluntary between individuals. In contrast to the political process, which 

BRI dealings take place in, the ex ante view of a transaction is more likely to be fulfilled ex post 

within the context of market dealings (Wagner 2016). One can hardly expect a pattern of “Win-

Win” outcomes when local politicians decide upon large scale projects to be built in their 

country that are, in general, highly questionable with respect to value-added. Whereas markets 

allow for decentralized decision-making, discovery, and trial and error amongst many 

individuals, “planning shifts decision-making away from decentralized individuals toward a 

centralized authority” (Coyne, 2016, x).  

 As Hayek (1945) pointed out, the “economic problem” facing societies is not merely “a 

problem of how to allocate ‘given’ resources”, as if such data were a technological problem to be 

solved by a single mind. Instead, the challenge facing societies is an economic problem, one that, 

“arises when mutually conflicting ends are present, when choices must be made among them” 

(Buchanan, 1964). In this regard, it is simple to see how, through the lenses of a technological 

problem, large-scale infrastructure projects may seem like a manifestly great idea. That is, how 

could building a highway from Point A to Point B not be value-adding?  

This sort of view focuses on that which is seen (i.e. the construction of a new deepwater 

port, highway, or railway) and neglects the unseen (i.e. that which the resources allocated 

towards the BRI project would have went to). With respect to BRI projects, while not all cases of 

spontaneous order outperform state intervention, it is unlikely that goals involving broad scale 

market coordination can be achieved through the usage of non-market means. Fundamentally, 

this is the constraint upon the successes achieved by BRI. As Hillman (2020, p. 8) puts it, 
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“Infrastructure is often touted as a solution to society’s employment and productivity woes, but 

the reality is that done poorly, projects destroy more value than they create”.  
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