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Abstract
Increasing Chinese influence in Europe has been a growing source of anxiety in Brussels in
recent years. This paper seeks to better understand these exacerbated fears through the case of
the Budapest-Belgrade railway link refurbishment. The project is part of the 17+1 Cooperation
and the Belt and Road Initiative (BRI). It had been announced in 2013 but was stalled on the
Hungarian side until 2019 due to EU tender regulations. This paper provides an overview of
the Budapest-Belgrade case’s timeline and details. It also analyses the challenges arising during
the execution of the project, particularly focusing on political concerns from Brussels, feasibility
issues, and the reception of the refurbishment by the Hungarian public. The paper also sheds
light on how the project progressed differently on the Hungarian side as it did on the Serbian
side as a non-EU member, due to the EU’s intervention. The railway link is a great case study
to gain a better understanding of the BRI and the implications of China’s growing influence as
a global actor for the EU and its neighbours.

Briefing papers published by the European Institute for Asian Studies are summaries of facts
which are related to a certain issue and often include a proposed course of action. This paper
expresses the views of the author(s) and not of the European Institute for Asian Studies

Introduction
In November 2013, Chinese Premier Li Keqiang, Serbian Prime Minister Ivica Dačić, and
Hungarian Prime Minister Viktor Orbán announced plans to modernise the railway link
between Budapest and Belgrade.1 The project was retrospectively labelled part of China’s
multilateral cooperation with the Central and Eastern European (CEE) countries, the so-called
17+1 Cooperation (since Greece joined in 2019),2 hence making it a Belt and Road Initiative
(BRI) project. The railway refurbishment was met with a mixture of anxiety and criticism in
Brussels and the United States (U.S.) and has also been the topic of many debates in the
Hungarian media. The purpose of this paper is to use the Budapest-Belgrade railway project as
a case study to understand the most commonly occurring challenges associated with BRI
projects. This includes national and supranational anxieties about growing Chinese influence
and consequential actions to hinder it, as well as corruption in the host countries, feasibility
concerns, and even the necessity of these projects. The paper also aims to understand China’s
evolving role in global politics. The railway link is the first BRI project in the European Union
(EU), and is therefore widely considered to be an emblem of growing Chinese influence in
Europe, and particularly CEE countries. Finally, the paper attempts to provide an accurate
overview and timeline of the case, as, due to the secrecy surrounding the project, some reports
on the railway link, both Hungarian and English, were factually incorrect.

Details of the project
The entire railway line is approximately 350 kilometres long, 3 with the Hungarian stretch
between Soroksár and Kelebia measuring 152 kilometres.4 Plans include upgrading the running
speed of trains on the line to 160 km/h as well as adding a second line track. 5 As opposed to the
Hungarian government’s initial plans, the railway link is not going to be upgraded to a highspeed railway. According to the plans, 85 per cent of costs related to the construction of the
Hungarian stretch is to be financed by loans from the state-owned Chinese Export Import
Bank.6
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In spite of often being referred to as a single project, the Budapest-Belgrade railway link in
reality consists of two separate projects, as the Chinese government signed two separate
bilateral agreements with Hungary and Serbia. This paper predominantly deals with the case
of the Hungarian stretch but in some aspects does use the Serbian section of the railway as a
juxtaposition.

How does the railway link fit into the 17+1 Cooperation?
China had been ruffling feathers with its European projects even before the launch of the BRI.
In 2012, a cooperation framework was announced between China and 16 Central and Eastern
European countries,7 the so-called 16+1 Cooperation.8 In 2019, the Cooperation became the
17+1 Cooperation, when Greece announced it would join the initiative.9 Just like numerous
other projects, the 17+1 Cooperation was retrospectively labelled a part of the BRI. How China
has been tightening economic ties with core BRI countries since the early 2000s has been
explored before. Empirical evidence suggests that the launch of the BRI did not kickstart these
projects overnight, rather it brought together a loose set of projects under one umbrella. 10
The 17+1 Cooperation is part of a larger pattern of Chinese-led regional multilateralism,11
consisting of forming regional sub-groupings and using existing ones to gain political leverage
from the local political hierarchisation.12 Some more prominent examples of this are the Forum
on China-Africa Cooperation (FOCAC) and the China-CELAC Forum (CCF) in Latin America.13
In the specific case of the 17+1 Cooperation, China is capitalising on the economic, political,
and historical division between Western and Eastern member states, as well as the tension
between the EU and prospective member states in the Balkans. Central and Eastern Europe has
been lagging behind Western Europe economically, and even though some of these countries’
economic progress was accelerated by their accession to the EU, the 2008 global financial crisis
hit Eastern Europe, EU member and non-member states alike, and particularly hard. No
wonder that China’s offer of preferential loans and lower environmental standards for projects
became tempting for the region.
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In the early 2010s, Hungary was particularly favoured by China in its endeavours to expand its
political and economic influence in Europe. Chinese investments surged in the country between
2010 and 2012 with Wanhua International investing 2.4 billion EUR in 2010 and 2011, as well
as Huawei investing 1.7 billion EUR in 2012.14 This trend was partly due to the two countries’
longstanding and good relations, partly due to Hungarian foreign policy. Many credit the
success of attracting Chinese investments in the early 2010s to the Orbán-administration’s socalled “Eastern Opening policy”,15 which aims to foster closer economic ties with countries such
as China and Russia. It is important to note, however, that previous administrations already
started boosting economic ties with China as early as 2003, 16 thus relations had been warming
for over a decade and a half.

The rationale of the project
Many consider the Budapest-Belgrade railway link a means for China to create a solid
foundation for its political and economic presence in Central - Eastern Europe and Europe.17
However, it is worth mentioning that the refurbishment of the Budapest-Belgrade link did not
come entirely out of the blue. There had been plans in Europe since the 1990s to eventually
refurbish the line18 due to its strategic role as a connecting link between the Balkans and
Western Europe.19 The strategic importance of the railway link for the EU lies in the fact that it
constitutes Branch B of the Pan-European Corridor X, which used to be a significant link
between Greece, Yugoslavia, and Europe. Conflicts in the Balkans disrupted connectivity in the
region, but the EU has been working on reactivating and rehabilitating Corridor X in the past
decades, considering it a ‘very good example of a large scale regional cooperation.’20 Yet, a study
overviewing the progress of the refurbishment of Corridor X found that between 2000 and
2012, the EU mostly focused on the improvement of motorways rather than railways,
predominantly due to a lack of financing, slackening demand after the global financial crisis,
and competition posed by road transportation.21 There had been media reports on plans from
14
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the Hungarian and Serbian governments to modernise the line months before the
announcement of China’s official involvement in the project, but the Hungarian side already
expressed its intention to secure funding as part of the 17+1 Cooperation.22
Overall, the strategic importance of the railway link for China lies in four main factors: 1) it
connects the Balkans to the EU, hence providing direct access to the common market; 2) it is
part of a longer line connecting Piraeus to Budapest, thus constituting a salient channel for
Chinese goods arriving in Europe; 3) the project functions as a supporting pillar to the 17+1
Cooperation; and 4) it serves as a reference of Chinese railway-construction capabilities, which
could pave the way for future Chinese projects within the borders of the EU.
The railway link is one of several ongoing and completed Chinese infrastructure projects in the
Balkans,23 and the first to penetrate the EU. In order to keep Chinese products competitive in
the European market, China has been carrying out numerous projects to shorten freight time
to Europe. Due to these projects, Chinese products are now able to enter Europe via Greece, as
opposed to the previous trading routes through Western European ports such as Rotterdam,
Antwerp, and Hamburg. This means that total transit time decreased from 30 to 20 days.24 The
refurbishment of the Budapest-Belgrade link is another step in the direction of shortening
shipping times. The railway link would cut freight-time between Belgrade and Budapest from
eight to three hours25 and is part of a larger project aiming to connect Budapest-BelgradeSkopje-Athens, called the China-Europe Land-Sea Express Line.26 In 2017, as part of the
project, China also acquired the port of Piraeus, ten kilometres outside of Athens, through
COSCO (a prominent Chinese SOE),27 and consequently transformed it into the most salient
port of entry for Chinese goods to Europe.28
The Hungarian government rationalised the project by arguing that Hungary can take
advantage of its geographical location as a connecting link between China and the EU with the
upgraded railway line. They also asserted that the railway provides the best alternative for
transporting Chinese products into the EU, thus ensuring a high return on investment.29 The
Hungarian government also used the project to exert political leverage in the 2020-2027 EU
budget negotiations, with Prime Minister Viktor Orbán explicitly stating ‘if the EU cannot
provide us with financial support, we will turn to China.’30 In July 2019, the Hungarian
22
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Minister for Innovation and Technology, László Palkovics, said that the project shows how
Europe can cooperate with China as well as how CEE countries can work together. Chinese
Minister of Foreign Affairs, Wang Yi, argued that the railway link is a great opportunity for
Hungary to become a Eurasian logistics hub as well as to assume a connecting role in ChinaEurope relations.31

Problems with the project
One of the most salient issues with the project is the gradually increasing expenditure
associated with the already extremely expensive railway link. There are only estimates of the
entire cost of the railway link available, as until construction is completed, costs can – and are
likely to – keep on increasing. According to initial estimates, the refurbishment of the railway
link would have cost 1.5 billion EUR, but due to the Hungarian government’s concurrent plans
to link the project to their bid for hosting the 2024 Olympic Games, the costs quickly rose to 1.7
billion EUR.32 The current price of the Hungarian stretch amounts to approximately 1.9 billion
EUR, based on the value of contracts published by the Hungarian company that won the
tender.33 This officially makes it the most expensive railway project ever to be executed in
Hungary.34
In spite of the initial announcement whipping up public opinion with the excessive costs in
November 2013, news about the project mostly died down in 2014. In 2015, the China Railway
Group Limited published an announcement, that as part of the 17+1 Cooperation, they would
build the railway link between Budapest and Belgrade. 35 This implies that the government
initially planned to have the project exempted from EU competition laws.36 In May 2016,
however, the Minister of the Prime Minister’s Office, János Lázár, acknowledged at a press
conference that the European Commission (EC) might start an investigation into the railway
link for procurement quandaries and unlawful state aid.37 Later that month, Wang Xiaotao,
Deputy Director of China’s National Development and Reform Commission (NDRC), agreed
with Hungarian Foreign Minister Péter Szijjártó to come up with a legal solution to make the
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project conform to European regulations.38 The significance of this announcement was
underpinned in February 2017, when the Financial Times reported on the ongoing investigation
by the EC into the railway link. The EC approached the matter from a financial viability angle,
as well as an investigation on whether it had violated EU laws by not calling for a public
tender.39
Following the emergence of procurement concerns, the Hungarian government called for a
public tender. The first round was announced in November 2017.40 As the best offer turned out
to be more expensive than expected at 2.1 billion EUR,41 the government decided to repeat the
tender.42 The second tender was consequently announced in February 2018. The two consortia
that bid in it were both made up of a partnership between Hungarian and Chinese companies.43
Ultimately, the CRE Consortium won the tender, which apart from Hungarian companies
includes ZTE and other major Chinese SOEs, as well as Huawei, as subcontractors.44

Anxieties about the project
After the project’s initial announcement, most concerns were centred on the financial
construction offered by China. Notably, 85 per cent of costs were covered by Chinese loans 45,
with return on investment taking a substantial amount of time. Based on pessimistic
calculations it would take 2400 years for the investment to return, while the more optimistic
and moderate calculations put the number around 130 years. 46 Concerns were further
exacerbated by the government’s reactions to enquiries. First, they refused to comment on the
concerns about the return of investment.47 Afterwards, they classified the feasibility study
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conducted on the project for ten years. 48 Public opinion has also been whipped up by the fact
that the Hungarian companies responsible for the implementation of the project, are tied to
one of the richest Hungarians, who is also a close friend of Prime Minister Viktor Orbán.49
Critics of the project also raised practical and financial issues. They argued, that the railway
would not connect Hungarian cities, and the project would be executed mostly by Chinese
companies, as the greater the role of the Chinese have on the construction of the railway line,
the less interest the Hungarian side has to pay back the loan.50 Previous field research revealed
that many of the grievances on the Hungarian side are about the project not creating any new
jobs for the locals.51
The project not only raised concerns among the Hungarian general public: both the EU and the
U.S. took it upon themselves to voice their concerns regarding the project. It was reported in
early 2017 that the EU started reviewing whether the project violates EU public tender
regulations,52 but before the investigation could be completed,53 in late 2018, the Hungarian
government decided to call a new tender for the railway. They argued that the original tender’s
costs (at that point 2.1 billion EUR) were too high.54 Afterwards, in April 2019 when the
Hungarian government announced the winners of the new tender,55 the U.S. Embassy in
Budapest reacted by publishing a Facebook post warning against the BRI being a debt trap. 56
The post reflects the Trump administration’s stance on the issue57 and echoes general criticisms
of the project.58 However, facts and data do not support the claim of the BRI being a debt trap, 59
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particularly in the case of an EU member state that falls into the low-risk category of potential
debt risk.60 China’s leverage in debt negotiations is often overestimated, and debt
renegotiations are very common, whereas asset seizures in reality are very rare.61 It is also worth
noting, that according to Viktor Orbán, return on investment is not a priority for the Hungarian
government in the case of the Budapest-Belgrade railway link. When concerns arose about the
project’s feasibility, he stressed the importance of refurbishing the railway because transporting
Chinese products through Hungary generates income for the country.62

The progress of the project: member state versus non-member state
There has been a noticeable difference in how 17+1 Cooperation projects have been executed by
EU member and non-member states. China has launched and completed numerous projects in
the Balkans, while none of the attempted projects in EU member states seem to have gone
according to plan.63 The Budapest-Belgrade railway link perfectly underscores these
differences. As mentioned previously, the railway link does not consist of one multilateral, but
rather two bilateral projects between China and the two CEE countries. This made the
refurbishment of the Serbian stretch possible, starting in November 2017.64 According to the
latest estimations it should be completed by 2022.65 In the meantime, Hungarian constructions
have not yet started and the contract was only signed in June 2019.66 According to government
estimations, these constructions should be finished by 2023. To ensure this, some of the
bureaucratic processes related to the permits and authorisations were simplified. 67

Conclusions
The Budapest-Belgrade railway project put Brussels at loggerheads with the Hungarian
government and quickly became emblematic of anxieties related to China’s growing influence
in Eastern European member states, as well as the EU as a whole. The problems and obstacles
that arose related to the project, such as delayed constructions, tender challenges, accumulating

Portelance, ‘Examining the Debt Implications of the Belt and Road Initiative from a Policy Perspective’, Journal
of Infrastructure, Policy and Development 3, no. 1 (2019): 139–75.
60
Hurley, Morris, and Portelance, ‘Examining the Debt Implications of the Belt and Road Initiative from a Policy
Perspective’.
61
Kratz, Feng, and Wright, ‘New Data on the “Debt Trap” Question’.
62
István Váczi, ‘Aláírták az 500 milliárdos szerződést a projektről, amire nincs szükség’ [The contract for a
500-billion project that we do not need was signed].
63
Anita Kőműves, ‘The Ghost Train’, VSquare, 18 October 2018, https://vsquare.org/the-ghost-train/.
64
Aleksandar Vasovic, ‘Serbia Starts Construction of Chinese-Funded Railway to Budapest’, Reuters, 28
November 2017, Retrieved from https://www.reuters.com/article/serbia-china-railway/serbia-startsconstruction-of-chinese-funded-railway-to-budapest-idUSL8N1NY4RR.
65
‘Már Készül a Budapest-Belgrád Vasútvonal’ [Constructions for the Budapest-Belgrade railway link have
started], Portfolio, Retrieved from https://www.portfolio.hu/vallalatok/mar-keszul-a-budapest-belgradvasutvonal.330271.html.
66
‘Extraordinary Announcement’.
67
‘Varga Mihály szerint 2023-ra meglehet a Budapest–Belgrád-vasút’ [Mihály Varga thinks the BudapestBelgrade railway link might be finished by 2023], HVG, 9 April 2019, Retrieved from
https://hvg.hu/gazdasag/20190409_Varga_Mihaly_szerint_2023ra_meglehet_a_BudapestBelgrad_vasut.

costs, and feasibility, concerns that are all very typical of BRI projects. The difference between
how the project is progressing in Hungary and Serbia sheds light on the influence and power
the EU can have when it comes to the BRI. China has a harder time pushing through
infrastructure projects in EU member states since these countries can secure funding for their
investment projects from the European Institutions. The EU’s public tender laws can also
become a stumbling block for the actual execution of the plans. As for the 17+1 Cooperation, it
is an obvious sign of China’s evolving role as a global actor as well as a growing influence in
Central and Eastern Europe. However, the Budapest-Belgrade railway link, a supposed key
project of the Cooperation, underpins the shortcomings of Chinese endeavours in the region,
highlighting the biggest obstacle to success for the 17+1 Cooperation as a whole: the
heterogeneity of the countries involved.

