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PWC'S STEFAN SCHMID DISCUSSES CHALLENGES

"ONE BELT, 
ONE ROAD"
◎ Since 2013, the ‘One Belt, One Road’ (OBOR) initiative has become 
the centrepiece of China’s economic diplomacy. The essence of OBOR 
is to promote regional and cross-continental connectivity between 
China and Eurasia. Stefan Schmid, Partner of PwC and Leader 
International Tax Services Head tax chapter Asia Business Group, 
explained the new Chinese trade routes and discussed the question 
whether China is the right place for a business.

WHAT IS OBOR?
‘One Belt, One Road’ (OBOR) is touted as a revival of the iconic land and 
maritime Silk Road via a trade-and-infrastructure network spanning East 
Asia to Western Europe and south through Africa. Connectivity covers 
five major areas of interest: policy coordination, infrastructure 
construction (including railways and highways), unimpeded trade, 
financial integration and people-to-people ties. Among these, 
infrastructure construction is the dominant feature of the New Silk Road. 
So far, more than 100 countries and international organisations have 
signed up to OBOR.

The overall purpose is to connect the West of China with the Middle East 
and Europe. Schmid explained that OBOR aims at framing prosperity 
and economic growth to the Western parts of China which is less 
developed through developing infrastructure and better transport 
connections.

According to Schmid, the ‘One Belt, One Road’ initiative offers Western 
companies tremendous opportunities for potential cooperation with 
Chinese in the fields of infrastructure, financial and professional services, 
advanced manufacturing as well as transport and logistics. Possible 
business models for partnerships with Chinese companies could be joint 
partnerships, technology transfer, investment funding or engineering, 
procurement and construction (a form of contracting agreement in the 
construction industry).

However, all that glitters is not gold. Within this inclusive attempt by the 
Chinese government there are various challenges that need to be 
considered, Schmid said. OBOR is not only an economic initiative but 
also a major geopolitical one. The diversity and different economic and 
political situations of countries along the routes inevitably mean there 
are inherent risks, such as political stability risk (e.g., Kazakhstan), legal 
and regulatory risk (e.g., Vietnam), and labour market risk (e.g., Malaysia).

Companies need to carefully consider if China is the right place for their 
business to expand. Schmid explained in his presentation that it 
depends on how you source your products in Asia. “Is it manufactured 
in Asia? Is it your own manufacturing cooperation? Or is it contracting 
manufacturing? Or is Asia at all the right place?” are the questions every 
business should ask when thinking about establishing operations in 
China. “If your customers are in China, then it is the right thing to do. If 
you use China as an inexpensive location to produce goods, then a 
business might choose a country that has a lower wage level like 
Indonesia,” he said. ● CK
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