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Since the Brexit happened in January 2020, it is likely to impact the United Kingdom (UK) and the whole of Europe in different ways. The UK and other European countries will revise their preferences concerning fisheries, ports access and governance, and bilateral diplomatic relationships with the countries alongside the 21st Century Maritime Silk Road (MSR). However, this is not an end to uncertainties, but the beginning to show the double-edged effects of Brexit. This paper focuses on the opportunities and challenges for Sino-UK as well as European Union (EU) relations arising from Brexit. The present study considers Brexit’s impact on the MSR countries, especially China, Pakistan, and India. It examines what Brexit means for the Sino-UK/EU relationship, politically, economically, and culturally. It concludes with the potential impacts of Brexit on Sino-UK/EU trade relations, maritime security, marine resources usage, the safety of navigation, port governance and cooperation, and suggests the appropriate strategies that can be put in place to capitalise on opportunities to reap benefits while mitigating the challenges.
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Highlights

	●Since the Brexit happened in 2020, it is likely to impact the United Kingdom (UK) and the whole of Europe in different ways. The UK and other European countries will revise their preferences
concerning fisheries, ports access and governance, and bilateral diplomatic relationships with the countries alongside the 21st Century Maritime Silk Road (MSR). However, this is not an end to uncertainties, but the beginning to show the double-edged effects of Brexit. This paper focuses on the opportunities and challenges for Sino-UK as well as European Union (EU) relations arising from Brexit in context with the port governance.

	●The present study considers Brexit’s impact on the MSR countries, especially China, Pakistan, and India. It adopts qualitative means to examine what Brexit means for the Sino-UK/EU relationship,
politically, economically, and culturally. It also provides an analysis of the impact of Brexit on maritime security, marine resources usage, the safety of navigation, port governance and
coopertion.

	●This study concludes with the potential impacts of Brexit on Sino-UK/EU trade relations, and suggests the appropriate strategies that can be put in place to capitalise on opportunities to reap benefits while mitigating the challenges.

	●The present study is a unique study of its kind which not only highlights the challenges the world may face after the Brexit but also proposes some prospects in context with the trade and business opportunities with China through Indian Ocean Regions, particularly from the Gwadar port of Pakistan and engaging India simultaneously.





1 Introduction

In 2015, China officially launched its Belt and Road Initiative (BRI); the goal is to muster new growth services at home as well as abroad. The twenty-first century MSR and the new ‘Silk Road Economic Belt’ are expected to connect China with countries in Southeast Asia, Central Asia, Europe and Africa (NDRC, 2015). Hitherto, 68 States have signed memorandums of understanding (MoUs) with China aiming to benefit from the BRI (Global Times, 2017; Chang, 2018). The UK was not among these States; nevertheless, numerous projects in trade, energy, finance, and transportation have been planned and enforced under the umbrella of the BRI. The British government claims to be a ‘natural partner’ of China and has consequently welcomed the BRI as a stimulus to intensify Sino-UK relations. For example, there are four BRI projects in the UK, which are the Yiwu-London freight train route, the Hinkley nuclear power plant, the development of a new business district on the grounds of the London Royal Albert Dock, and the use of the City of London as a top-tier financial centre for financing BRI projects (Heiduk, 2018). However, these projects will have reverberations of Brexit, as the UK will lose its place as an economic, social and cultural centre of the EU. Further, the Chinese administration will also have to rethink about considering London as a financial centre or select one more destination in the EU for financing BRI projects in the EU. Currently, China faces a dichotomy as it has to successfully embed a plan of global cooperation and connectivity in a country that wants to carve a new path for itself by distancing from the EU and European Economic Area.

It is an admitted fact that with around 80% of the global trade volume and over 70% of global value trade at sea, maritime transport, including container shipping, is of fundamental importance for international trade and the global economy (Premti, 2016). Therefore, the maritime industry is also significant for Britain; it contributes to the UK economy for around £ 132 billion a year (Baker, 2019) which represents around 8.1% of the gross value (Stebbings et al., 2020), and secures around 240,000 jobs (Power et al., 2016). Also, on the Asia-Northern Europe routes, 15 out of 17 maritime shipping loops create a British port (John Goods, 2020), which makes it more significant for UK’s economy.

In the post-Brexit period, the UK will no longer be a part of the EU and will also lose its preferential status to 27 States that it enjoys under the EU (Her Majesty’s Government, 2016). Consequently, the UK government will negotiate trade agreements with Asian exporting States such as China. It may then also be able to devise new legislation and choice to make collaborations with other States along with BRI that suits explicitly to the UK (Braakman, 2017). Over the past 25 years, the value of goods traded in and out of UK ports has steadily increased. In 2017, exports and imports of goods to the UK in a total of £822 billion (ONS-UK, 2017). Not all of this will have passed through seaports; however, around 70% of goods transported into and out of the UK go through a seaport (MDS Transmodal, 2016). There are about 50 seaports, and they have been completed over the years and have become increasingly efficient. The main reason for the drop in the UK’s share of trade in the EU is that the growth of the EU’s gross domestic product (GDP) during this period was much weaker than elsewhere, especially when compared to China, India and the US. Considering exports and imports of goods to the UK as a relevant measure, trade with China has grown at an average annual rate of 15.6% over the past 15 years, with India 8.6% in a year and with the US of 3.8% a year (Taylor, 2019).

The UK approached China to promote maritime relations, and Brexit was finalised on 31 January 2020, which has led to the disintegration of its unity with the EU (WMN, 2017). Consequently, UK shipping has launched a trade mission to China to enhance the country’s investment potentials. The UK’s maritime and the Department of International Trade (DIT) will lead such negotiations with China. It could help the UK promote it as a global maritime centre and provide a comprehensive package for global maritime activities. It is pertinent to mention here that the 50 major seaports of the UK represent a successful and competitive private sector industry across the world (Taylor, 2019).

There are appropriate indications that China will adopt its BRI strategy to the UK for a number of reasons. Firstly, the UK will likely lose its preferred position for entry into EU markets. Further, unchanged access to the EU (27 States) is crucial for the Chinese economy, especially given the slowdown in growth rates across the world. In the post-Brexit period, China’s BRI strategy for the EU could lead to increasingly rapid infrastructure investments in Central and Eastern Europe (CEE), which could encourage Chinese corporations to move production to this region. Subsequently, Sino-UK trade can be diverted from land transport to passage into the Arctic Sea (Heiduk, 2018). Secondly, BRI investments in the UK energy sector have not yet been reduced. In any case, China must demonstrate how its new nuclear power plant works to obtain orders in other States. This could lead to political negotiation procedures in the context of Sino-UK commercial and investment agreements. Thirdly, London is expected to lose some of its attractiveness as a top-notch financial centre (Fairhead, 2018), creating a need for mega-business strategies such as BRI.

It can be expected that adjustments of activities concerning Chinese BRI in the UK will also lead to a change in various similar activities in the EU. This would be most evident in the commercial and transport infrastructure, and the CEE States could be the principal beneficiaries. China, although the BRI is a longstanding venture, may have to show success in its initial phase. It is a clear sign that China will adopt its BRI stratagem to the UK after Brexit, where it considers this important for its interests, but will maintain the status quo in all other cases. Besides, it is evident that the UK will look for novel associates after Brexit, and the Chinese BRI could offer a promising anchor. However, there are indications, as Kerry Brown (Brown, 2018) also mentioned, that the UK’s government has not convincingly communicated its vision of Brexit, which includes improving relations with China, without being a “Chinese vassal in EU or  UK”.

While analysing the impact of Brexit on China-UK-EU relations, the role of India and Pakistan is also examined as they were an essential part of the Old MSR and presently sit at the main juncture of the New MSR. Further, China has also developed the ability to strategically engage in a constructive relationship with two or more quarrelling States by restraining itself from directly engaging in their disputes. This experience will help China to deal with changing dynamics of UK and EU relations effectively. Lastly, China needs to appease its neighbouring countries first before going global and engaging with distant countries as stability in the neighbouring region will help China fulfil its global ambitions. To this end, this study follows the qualitative method of content analysis and provides a critical analysis on the research gap concerning the port governance and new trade routes between China and EU/UK through the Gwadar Port and Indian Ocean. After providing an introduction and background, this study discusses the likely potential impacts of Brexit on the Sino-UK maritime economic relationship and Sino-EU post-Brexit relations in sections 2 and 3 subsequently. Whereas, section 4 presents an evaluation form the aspect of Indian port governance, and section 5 deals with the Sino-Pakistan port cooperation, which could connect China to the UK and EU with a shortest maritime route, followed by the way forward and clouding remarks in section 6.



2 Brexit and its impact on Sino-UK Maritime economics relationship

Brexit is a by-product of a populous under the current narrative within the UK that it was compromising its sovereignty and national interests by staying in the EU. This belief was the reason the UK waited for 16 years before joining the EU, and this cynicism was also why the UK did not adopt the single currency policy launched in 1999. Nevertheless, two core issues that triggered Brexit were that: Firstly, the growing nationalism and the belief that immigrants were taking up their jobs, and the UK had enough clout to develop its economic relations. Secondly, scepticism and disbelief on the administrative system in Brussels and its ability to face global challenges in the wake of increasing complexity in the international world order. Subsequently, the much-hyped divorce between the UK and the EU took place in January 2020 (BBC, 2020b). Though, the EU Parliament approved the agreement on 29 January 2020 to avoid a “No Deal” Brexit and has provided the much-needed transition time till 31 December 2020. However, there is a lot of ambiguity and uncertainty surrounding the Brexit legislation, whether the designated time would be enough to crack a deal and what happens next (McCarthy, 2020). For example, if yes, then will the UK get access to the EU’s single market on the lines of Switzerland? If not, then will it end the era of free movement of goods and services and bring in tariffs, duties and other regulatory restrictions that would be agreeable for both the UK and the EU?

When the UK was an EU member State, it had to legally abide by the EU standards on labour rights, tax, and environmental protection (BBC, 2020a). However, in the Brexit legislation, Prime Minister Boris Johnson has moved these commitments into a separate non-binding political declaration (BBC, 2020a). This move will provide UK liberty in economic and trade policies with non-EU States. In the meantime, this move will make it hard for the UK to get a comprehensive economic deal with the EU as Brussels may not allow the UK access to its single market while undercutting the competitiveness of its member States (Evans, 2019). Hence, the second scenario is more likely to happen, which will result in a tremendous rise in cost and time for goods moving in and out of the English Channel. The UK-EU trade relations is based on a balance in which the UK has a services surplus on the EU, and the EU has a goods surplus in the UK. The second case scenario will result in increased prices of goods imported by the UK from the EU and simultaneously increasing the cost of services provided by the UK (Read, 2020). This scenario will not only have an adverse impact on industries of the UK and the EU but also on the industries of non-EU States who have their offices in the UK and the EU and trade goods and services across the English Channel. Additionally, the UK will also have to invest heavily in upgrading of its ports and entry points to be able to deal with checks, customs and other regulations (Whitfield, 2020). A study conducted by the Imperial College London shows that every extra minute to check goods at the UK ports will lead to additional traffic of 10 miles in queues (BBC, 2018).

All these developments will make the UK develop strong economic relations with non-EU States, and China serves as the best opportunity in the given circumstances. Currently, only China, which has the capacity to invest in the UK’s infrastructure development and emerge as a net exporter of commercial goods. In the 2018 bilateral declaration, the UK and China already agreed to safeguard multilateralism and promote an open world economy guided by World Trade Organization (WTO). Also, the UK and China signed around 12 deals in the fields of finance, trade, smart city and health care and pledged to further elevate their relations under the Golden Era (Bo, 2018). Most importantly, Brexit has given more impetus for the UK to combine Britain’s National Infrastructure Plan with China’s BRI.


2.1 Sino-UK Trade Agreement

The EU had included the UK in its strategies to negotiate a free trade agreement (FTA) with China, an ongoing process since 2013. The EU and China have entered into talks to offer investors predictable opportunities from both sides, longstanding access to the Chinese and European markets, and shelter investors along with their investments (Devonshire-Ellis, 2019). However, these discussions have stopped on various issues, not least concerning access to the markets of China. These talks are currently at a dead-end, and no progress is expected shortly since the Brexit. Consequently, an FTA between the UK and China would undoubtedly be of significance for the UK. However, it may fall behind the UK-US FTA. For example, in the US-Canada-Mexico Agreement (USMCA), Washington insisted on elements within the agreement that impact and prevent Mexico and Canada to limit their trade agreements with Beijing (Miller, 2018). It is noted that USMCA member States can terminate this agreement with a notice of six months and free to negotiate their new bilateral agreement if one of the partners enters into an FTA with China (Lester et al., 2019). Article 32.10 of the USMCA, has also reported causing controversy in Canada (Massot, 2018).

Given the situation, China may have a new partner for its ambitious plan to expand China’s economic cooperation and influence overseas. The UK’s Prime Minister Boris Johnson stated in the day before he chaired the country that his government would be very ‘pro-China’, “we are very excited about the BRI, and promise to keep Britain ‘the most open economy in the EU for Chinese investments” (Gehrke, 2019). The BRI is China’s strategic project to use infrastructure investments to gain influence over principal seaports, airports, and railways across the globe. On the other hand, Hua Chunying, the Chinese Foreign Ministry spokeswoman, stated that “China attaches importance to the China-UK relations and hopes that the UK will continue to work with China to ensure the sustained, steady, and sound development of China-UK relations in the spirit of mutual respect and win-win cooperation” (Chunying, 2019). The positive talks from both sides signal positive post-Brexit Sino-UK relationships.



2.2 UK–China Post-Brexit Relations

Chinese commitment and response to Brexit will also depend on how the UK and the EU handle the situation and set their priorities. Additionally, the working of the transmission channels concerning trade and foreign direct investments can lead to deviations from the likely impact of the model that requires adjustments by trial and error. The present state of negotiations between the UK and the EU suggests that for various reasons, the Swiss-style bilateral agreement, the Norwegian-style European Economic Area Agreement, and the Turkish-style customs union are unlikely to happen (Dhingra and Sampson, 2020). All models are in a compromise dilemma between economic benefits and political costs. The negotiations to date show that the desire to maximise economic benefits and minimise administrative costs are not the options from the UK. However, the Chinese viewpoint demonstrates that economic relations with the UK as well as market access agreements for capital, goods, and services should be negotiated other than the current EU conditions. Besides, in the case of the Sino-UK trade deal, the UK, as a small State, will have limited bargaining capacity in trade and investment negotiations as compared to China. Consequently, China could negotiate additional approving market access conditions with the UK than the current conditions under the EU’s auspices and be able to make the best use of the British port industry to access the European markets. Further, China has an opportunity to invest in development projects of Wales, and Northern Ireland as post-Brexit, the EU’s regional development programmes will stop China’s funding in these regions (Dhingra and Sampson, 2020). Further, China also has an opportunity to invest in development projects of Wales and Northern Ireland since, in the post-Brexit era, the UK no longer be part of the EU. As a result, the EU’s regional development programmes will stop their funding in these regions (Dhingra and Sampson, 2020).

There are already vibes that Britain emphasised its role as a natural partner for the Chinese BRI project. A careful study of the chronological events portrays that the UK is interested in signing an FTA with China when it exited the EU. As China drives forward the BRI from the east, Britain can work as a natural partner in the West and be willing to collaborate with all BRI partner-States. The very aim is to make this initiative successful, maintain close as well as open commercial partnerships with its neighbours in Europe, FTAs with new partners, and protect old allies around the globe, especially China (Connor, 2017).




3 Post-Brexit—the EU and its relations with China

The long-pending Brexit divorce finally took place in January 2020. However, there is still much uncertainty surrounding the deal as the above sections clearly show that there are a number of issues that have not been solved yet and will take further one or two years of negotiations to settle them. Further, Brexit will not only affect the UK and the EU but also impact their relations with other major powers across the globe. Since the launch of BRI, China has become the bandwagon of multilateral economic collaborations all over the world. As uncertainty has become the new normal in the 21st century, it is essential to understand the impact of Brexit on the EU and its relations with China. This following (sub)sections will shed light on the challenges and opportunities in front of the EU and China in the post-Brexit world.


3.1 Impact of Brexit on the EU

With Brexit, both the EU and China face few challenges as a well-established system will come to an end. The EU loses its most crucial partner, who had become an economic gateway of the EU to the world (Blockmans and Emerson, 2016). In the meantime, China lost its most crucial patron in the EU, which was enthusiastically negotiating an FTA between China and the EU. Various scholars and research institutions around the world have studied the impact and calculated various scenarios as possible outcomes of Brexit (See, e.g., Moschieri and Blake, 2019). However, whatever the outcome will be, the relationship between the EU and the UK will not be the same as in the pre-Brexit era. According to a study published by Germany’s Bertelsmann Foundation, Europeans will lose billions of Euros annually with soft or hard Brexit (Pandey, 2019). In 2018, the EU exported nearly 18 percent of its goods and services to the UK, excluding the trade among the 27 EU States (Walker, 2018). At the same time, the UK’s 45 percent total export and 53 percent of total import are sourced from the EU (Walker, 2018). If tariffs and other restrictions come up between them, the EU will suffer a loss of around €40 billion and €57 billion, respectively in their annual income (Pandey, 2019).

Brexit will also have a political impact on the EU; in particular, it will damage the EU image as a stable and robust united front in the aftermath of the second world war (WWII). The EU will also lose one of its two places in the United Nation Security Council (UNSC). Brexit will adversely impact the EU’s global status and soft power, which will reduce its ability to play a decisive role in a global security crisis (Blockmans and Emerson, 2016). Whenever the interests of the UK and the EU may differ, there are possibilities they may find themselves in opposite camp during negotiations of a particular issue in the United Nations. However, Brexit has been instrumental in bringing all the 27 EU member States together on one platform, which was never seen during any earlier issues. After seeing the chaotic and painful process of Brexit and its aftershocks, the demands of other States leaving the EU has disappeared. The populist voices of Frexit (France), Nexit (the Netherlands) and Italxit (Italy) have stopped popping up from the populist leaders in these States (Erlanger, 2020). Further, the EU will still remain the most influential transnational union and the single largest market in the world, and various reports are showing that if the EU is able to negotiate a favourable deal with the US and China, they are set to benefit from Brexit (Summers, 2017; Charlemagne, 2020).



3.2 The EU and its Relation with China

Since the establishment of diplomatic ties between the EU and China, the relationship has seen gradual development. In the initial few years, the EU used to propagate its economic and political superiority and was keen to replicate its development model all over the world, and so do in China. However, at the beginning of the 21st century, China becomes the fastest trillion-dollar developing country based on its indigenous Chinese model. During the same period, Europe longed to come out of the US hegemony and proposed an independent foreign policy by engaging with emerging powers, particularly with China (Javier Solana, 2009). In 2003, the EU and China initiated the EU-China Comprehensive Strategic Partnership to strengthen and expand cooperation in a wide range of areas (Maher, 2016). The 2009 economic crisis saw a decline of the European economies, and China emerged as the vanguard of modern commercial and economic relations. Further, in 2013, the EU and China mutually adopted the EU-China 2020 Strategic Agenda for Cooperation to enhance their relationship and develop their new partnership. The year 2015 saw the peak of their relationship; China hosted the 16 + 1 summit for the Eastern European Countries. The UK and Germany became the founding member of the China-backed Asian Infrastructure Investment Bank (AIIB), more so the UK promised to be China’s best partner in the West. However, since 2016 their relationship has faced few stumbling blocks, particularly Brexit, FTA, and differences over non-market and market economy status (Ewert, 2018). Now that the UK is out of the EU, it becomes essential for China and the EU to engage themselves with each other and try to develop a new relationship.

The EU-China relationship is of critical economic importance as China is the EU’s largest trading partner, and the EU is China’s second-largest trading partner. Though post-Brexit, these trade algorithms are set to change, this relationship will remain central to trade and commercial policies for both partners, as they play a significant role in the global economy. The exit of the UK from the EU will initially complicate the relationship between the EU and China, given the central role played by the UK in framing the EU’s China policy (Gaspers, 2016). However, given China’s growing influence in world affairs, these complications will be sorted out and resolved once the EU and China develop a post-Brexit mechanism for economic engagement either under BRI or FTA. There are different opinions among the EU Member States on the economic relationship with China. Some are in favour of giving China the status of a market economy. In contrast, others argue on practising a protectionist policy to protect their manufacturing industries against the competitive prices of Chinese goods. Nevertheless, they all agree that China has played an essential role in bringing economic prosperity in the region by providing huge investment in European infrastructure and a large market to European brands and companies (European Parliament, 2016).

China has primarily three main expectations from its relationship with the EU: firstly, access to the EU single market; secondly, a secure environment for Chinese investments and, willing partners for China’s BRI projects; thirdly, a profound diplomatic relation in the milieu of increasingly peevish relationship with the US (Yu, 2017). In the case of Europe, except Germany, most of the EU Member States are facing economic stagnation. Hence, they are in need of Chinese investment. The EU wants access to the Chinese market, which has become the biggest market for luxurious product reflecting the economic progress in the country. The EU is also dependent on China for rare earth metals. Lately, the EU is facing the wrath of the US, as divergence has increased between them on the issues of tariffs, defence spending, security policies, climate change and many more (European Parliament, 2018).

These conditions and expectancies provide much stimulus for the EU on China in order to overcome their trust deficit and form synergies in the areas of trade, economics and security (Garrie, 2020). In 2019, the EU and China signed a bilateral trade Geographical Indication Agreement on ‘hallmark’. It is the first high-level bilateral agreement China has ever signed with foreign businesses (Global Times, 2019). In the backdrop of the US freezing the Appellate Body at WTO, the EU, along with China and other 15 States joined hands to unblock the world’s trade arbiter by creating a temporary mechanism to settle trade disputes (Blenkinsop and Baker, 2020; Burden, 2020). The EU Member States, which would have been adversely affected by the Brexit, had already started developing new economic ties among themselves as well as with other States to whom they have shared common concerns and interest.

The trade partnership between China and EU member states has been tremendous as shown in Figure 1—China is one of the key trade partners of the EU (in both exports and imports). Many EU Member States which have not fully recovered from the financial crisis have looked at China for investment, for capital generation, infrastructure development and market access. Further, China has heavily invested in infrastructure development and operations of major European ports in Greece, France, Belgium, and the Netherlands. Greece and Hungry have already become close allies of China, Italy became the first G7 States to sign the BRI. If the EU and China overcome their differences and focus on building trust, there is plenty of room to create a win-win situation where everyone benefits.




Figure 1 | EU-27 Trade Volume with China-2019. Source: European Commission (European Commission, 2019).






4 Evaluation from the aspect of Indian Port Governance

With 7500 km of coastal line strategically located at the centre of the most crucial trade lines gives enough logistic leverage to India to develop a trade centre in the Indian Ocean. Further, the Indian Ocean has emerged at the centre of Chinese maritime economic strategy, as most of its trade routes to Europe, Africa, the Middle East and South Asia cross through the Indian Ocean. Sino-Indian maritime cooperation has the potential to shape the economic nature of the Indian Ocean and, most importantly, bring peace and stability to the region (The Print, 2018). India and China’s economic relations with the world and especially the EU largely depends on peace and stability in the Indian Ocean region. The time has come for India and China to realise the true potential of their cooperative partnership. In the words of President Xi Jinping, “If the two countries speak in one voice, the whole world will attentively listen; if the two countries join hand in hand, the whole world will closely watch” (MOFA-PRC, 2014).


4.1 Potentials for India-China Co-Operation in the MSR

Currently, India is engaged in massive developments of its ports. If China and India cooperate on port construction and infrastructure development, it will undoubtedly create a win-win situation for both States. Indian ports on the western coast can be connected to West Bengal and have the potential to connect Kunming city in Yunnan Province of China under the Bangladesh–China–India–Myanmar (BCIM) Forum for Regional Cooperation. Further, India-China Transhipment cooperation will help China to reduce its distance not only to European and African continents but also to the eastern coast of North and South America (Valentine, 2017).

In the era of globalisation, the financial activities and trade of any State are highly influenced by the global market and modern technologies. However, most of the trade around the world is still carried out through the waterways, which is the most cost-efficient method. Currently, 90 percent of India’s trade by volume and 70 percent by price is handled by Indian ports (PIB-India, 2018). To facilitate its ever-increasing maritime trade, India has recently prioritised the up-gradation of its ports and maritime connectivity. Modern ports will enable India to enhance its cost-effectiveness through the improved maritime logistic system. In the meantime, China is not only ahead of India but has also developed world-class technology in the construction and development of deep seaports and has a desire to invest in development projects all over the world. India is one of the fastest-growing trillion-dollar economies and has the best potential to give out huge returns on Foreign Direct Investments (FDIs) (The Hindu Business Line, 2020). These circumstances have created more than enough reasons for India and China to cooperate in this domain.

On 13 January 2011, the Indian government declared the Maritime Agenda 2010-20 to rationalise measures for the public-private partnership (PPP) process by encouraging confidence in investors and making it more transparent (PIB-India, 2011). In order to accomplish India’s maritime infrastructure requirements from 2010-2020, the Maritime Agenda had categorised priority areas for government interference. It aimed at expanding the port capacity to 2,300 million metric tonnes (mmt) by 2016-17 and more than 3,000 mmt by 2020, and hence a comprehensive plan was laid out to meet the prerequisite (MoS-India, 2011). The Agenda focused on developing the existing small ports into all-weather, deep draught ports and encourage the creation of private greenfield ports (MoS-India, 2011). However, the overlapping of regulations among the state government agencies and port authorities in the management of the Indian ports caused huge delays in port development activities. Hence India needed a more robust and simplified regulatory framework to have swift administration and development of its maritime trade (Global Times, 2020). All these circumstances have created a suitable environment for India to join the MSR. As India played a major role in the ancient MSR, time has resurrected the journey and utilised the various opportunities.



4.2 Overcoming the Stumbling Blocks in the 21st Century MSR

Now the question arises, how will China and India successfully cooperate in their maritime sector in spite of having strategic differences and recent border tensions? It will largely depend on the mutual understanding among the current leadership and cooperative partnership between both the States. The world has become more complex and fragile due to the ongoing clash between the US and China (Swaine, 2019). Under the current circumstances, it becomes essential that India and China do not act against each other in favour of third parties, undermining their own-interest and mutual benefits (Basu, 2020; Hindustan Times, 2020; Zhu, 2020). In the international world order, no country is a permanent friend or foe; the only thing that makes countries cooperate or dispute is their national interest. At present, the national interests of both countries lie in the domestic development and economic prosperity of their combined 2.7 billion population. The US has upped the ante against China as it feels a rising China is a threat to its global hegemony. It has also initiated to beef up its strategic partnership with Japan and Australia. Further, it has urged India to play a bigger role in the Indo-Pacific (Habib, 2020; Zhu, 2020). Unlike Japan and Australia, India has been cautious, not to spoil its relations with China and has been persistent in its efforts, not to make QUAD nations (Japan, US, Australia, and India) into an anti-China alliance (Mehra, 2020).

However, after the recent border clashes, there is an outcry among the Indian nationalist groups to ban Chinese companies as well as cancel engineering and construction contracts given to Chinese companies (Zhu, 2020). Instead of taking decisions in rage, India should calculate its self-interest and act consequently. No one stops India from banning foreign investments in strategic security sectors; however, banning Chinese companies from infrastructure and other non-strategic sectors may harm the Indian economy more in future. Today China has the most advanced engineering and infrastructure technology, and it offers a very competitive price. The infrastructure contracts were given to the Chinese companies as they were the lowest bidders; cancelling such contracts will increase the cost of projects and cause unnecessary delays (Hindustan Times, 2020). If India wants to develop its port infrastructure, China is the best option available which already has experience in constructing and maintaining huge ports.

For China, the time has come, to look beyond its US-centric foreign policy and look for developing a constructive partnership with other developing countries and especially India (Zhu, 2020). Good relations with India will not only provide essay access to Indian markets, but if the trust increases and cooperation deepens, one cannot rule out the possibility India China Economic Corridor connecting Tibet and Yunnan Province of China to Eastern ports of India and further to the Western ports complementing India’s Sagarmala Programme (Summers, 2017; Ramesh, 2019). Hence China should also rein in its hardliners and try to develop a cooperative and constructive partnership with India (Feng, 2020; Singh, 2020).



4.3 The Impact of Brexit on India

The Impact of Brexit has been felt around the world, and so do in India. The UK has historical ties with India since the colonial era, and presently, it is the second-largest trading partner of India among the European states. Further, the UK has emerged as the seventh-largest FDI source for India (Statista, 2020). Whereas India, with over 120 projects, has emerged as the second-largest investor in the UK, just behind the US (Sonwalkar, 2020). During his 2019 general elections, UK Prime Minister Borris Jhonson had promised to develop a “Truly Special India-UK relationship” (Sonwalkar, 2020). The UK has also included India in the list of its ‘Ready to Trade’ campaign launched in February 2020, which aims at developing economic relations around the globe (Rai, 2020).

However, the future of Brexit is ambiguous in the current situation as the UK and EU have still not reached a breakthrough exit deal. Around 800 Indian companies are operating in the UK; most of these countries use it as a single point entry into the European market. If the UK is unable to get an FTA with the EU, Indian companies will have to relocate or establish additional offices in other European countries to access the European market. Further, India will also have to negotiate separate trade arrangements with the UK and EU. Presently, the EU is India’s largest trading partner. India and the EU have been in negotiations for a trade agreement since 2007, and in 2018, the EU adopted a new EU-India strategy that emphasis finalising the trade deal and enhance economic cooperation between them (Arthur Sullivan, 2019). The future of the India-UK relationship and the India-EU relationship will highly depend on the future of the UK-EU relationship.

From the aspect of India’s port governance and maritime trade, Brexit provides both positive and negative opportunities to India. However, from the aspect of MSR, it is essential to have a stable India-China relationship. The MSR will only be successful if there is stability along the sea lanes it passes, which is only possible when India-China along with other regional powers co-operate with each other. Hence, India and China need to readjust their current policy towards each other and make genuine efforts to utilise the maximum possible benefits from their potential cooperation.




5 Evaluation from the aspect of Sino-Pakistani Port Cooperation

Pakistan is heading towards a more robust maritime and port governance with Chinese cooperation under the China-Pakistan Economic Corridor (CPEC) (Chang and Khan, 2019). The corridor will not only provide the roadways to China but also open it to the Indian Ocean and the Arabian Sea from the Gwadar port, that will tremendously help China to strengthen its maritime metier, and in a broader perspective, will link it to the European locations. The Middle Eastern oil reserves will be only approximately 2,295 miles (545 miles from ocean routes and 1,750 miles from roads) from China via the CEPC route, compared to the current distance of 12,537 miles; 9,912 miles from ocean routes and 2,625 miles land route (see Figure 2) (The Gulf Today, 2017). Since the sea flow over the port of Gwadar is expected to rise, therefore, maritime security and cooperation are essential. A multidimensional approach requires addressing the security challenges of this maritime region to ensure the security of the Gwadar port. This includes major security forces, coastal exercises and law enforcement agencies seeking to increase the region’s growing awareness in which maritime transport, piracy and human trafficking are among the key challenges. As a result, the Pakistani Navy is working with Chinese cooperation and support on three important issues: the security of the port of Gwadar, the safety of the seaways and the safety of the ships (The Value Walk, 2017).




Figure 2 | Comparison of Mileage between the Current Route and Proposed Route under CPEC Project (Abu Dhabi to Shanghai, in Miles). Source:Created by the author.



Chinese interest in the port of Gwadar is momentous for several reasons. For example, in order to meet its energy needs more resourcefully, to address economic problems in western China and its unique economic development. China also plans to build a long oil pipeline from Gwadar to Xinjiang along with an oil refinery in Gwadar to facilitate the transport of oil from Africa and the Persian Gulf (The News, 2018). In addition, China has already provided a 3rd 600-tonne patrol vessel to Pakistan under an agreement signed in 2015. Besides, the Pakistani Ministry of Defence Production (MoDP) has entered into an agreement with China’s Shipbuilding and Trading Company to build four patrol vessels of 600 tons and two of 1,500 tons for the Pakistan Maritime Security Authority (PMSA). These ships were gained to enhance PMSA’s ability to protect the marine resources of Pakistan in its exclusive economic zone (EEZ) in addition to conduct operations against illegal immigration, drug and human trafficking under the provisions of international (maritime) law (Haider, 2015).

Maritime security cooperation between China and Pakistan is vital not only for political stability and regional peace, but also beyond that. With these goals in mind, Chinese collaboration under the CPEC shows that it has achieved its broader goal of gaining a foothold in the maritime sector and economic growth as a whole. For this purpose, the construction of ports and coastal structures represents a significant step forward in expanding China’s maritime approach athwart the Indian Ocean through the Suez Canal in the Mediterranean basin. China demonstrates the same collaborative approach across the globe so as to its intention to develop profound cooperation in the maritime sector of the UK after the Brexit. Among all other, one of the main objectives is to ensure the maritime communications route, which accounts for almost 90 percent of China’s trade and energy supply (Chang and Khan, 2019). This very Chinese strategy will significantly assist China in securing or remoting access to the European markets through the ports and shipping through the shortest available sea passage to connect China and the EU.


5.1 Gwadar Port Becoming UK’s Post-Brexit Trade Destination

In 2017, UK’s Minister for International Trade Greg Hands said that the UK is a free trade influenced country and can be an important partner for both Pakistan and China in the implementation of massive infrastructure projects planned between the two countries, such as CPEC (The Economic Times, 2017). He also added that as part of an outward-looking global UK, the country has a clear goal of increasing trade with China and Pakistan, and UK businessmen are well-positioned to take advantage of the country’s new opportunities in the region (The Express Tribune, 2017). These developments offer British companies with new opportunities to bring their research and development (R&D) expertise to Pakistan through partnerships with the public and private sectors; there can be numerous ways to attract the UK government as well as private investors to move forward, including education, health, agro-technology, renewable energy, urban transport, including road freight and temperature-controlled logistics, infrastructure development, textile, fabrics and clothing, and so on (Jarral, 2019).

It is also pertinent to mention here that bilateral trade between the UK and Pakistan was £2,043 million in 2019, with Pakistan having an advantage (The Natnation, 2020b). The UK is currently the third-largest source of FDI in Pakistan after China and the Netherlands, and accounts for 8% of FDI in Pakistan (CPEC, 2020a). European investors would like to invest in Allama Iqbal Industrial City—a priority EEZ as part of the CPEC. To take full advantage of these opportunities, UK companies would like to see further progress in lowering corporate tax rates, protecting the privacy and making business easier (CPEC, 2020b). CPEC and Brexit are two significant developments, and as global economic gravity shifts to Asia, Pakistan opens up new prospects for business opportunities that will benefit people in both countries (The Natnation, 2020a). Besides, the UK has overtaken China and is now the second-largest export market and also the largest market in Europe (CPEC, 2020b).

The above facts can help to draw a clearer picture of the significance of the relationship between the post-Brexit UK and Sino-Pakistan maritime cooperation in the Gwadar port. Therefore, it is fair enough to comment that Gwadar is going to become the UK’s post-Brexit trade destination in Asia, connecting China and other Asian States connected under CPEC with not only the UK but the whole of Europe as well.



5.2 Way Forward

After the Brexit, UK will freely negotiate and decide its trade-related activities and preferences in terms of agreements with States across the globe through using its ports. As China could be one of the largest UK’s trade partners, both States will have to look into the possible feasibilities in their trade through the Sea and Shipping. To this end, the Gwadar port of Pakistan can play a crucial part since it opens China to the Arabian Sea as well as in the Indian Ocean, providing the shortest route to approach the Indian Ocean and reach out to Europe ultimately through the Hormuz Straits. Therefore, China can plight ahead toward the UK and other European countries and vice versa (using the new shortest passage under CPEC) far better than its current MSR route (see Figure 3), which connects China to Europe through South China Sea-Malaysia-Singapore (Malacca Straits)-SriLanka-Arabian States-Africa and then heading toward Europe. It is important to mention here that currently, it takes around 16 days to reach out to the Indian Ocean (from Shanghai) as compared to the reduced distance to 3-4 days through the proposed CPEC route (a mix of land-based as well as an oceanic route) though Gwadar Port of Pakistan (Chang and Khan, 2019). This will shorten the distance as well as save time and money on the one hand, and on the other hand, provide a strategic way out to China for international trade if its surrounding coastal neighbours hinder its oceanic routes, for example, uncertain challenges in the South China Sea—ensuring its uninterruptable trade relations with the UK and the EU.




Figure 3 | Map of the Maritime Silk Road with New Shortest Route through CPEC. Source: The Dawn (Ebrahim, 2015).






6 Conclusion

The context of EU/UK-China relations has changed dramatically over the past few years; China’s interest in Europe has increased significantly. While some common patterns exist, new trends in trade and investment relations with China are expected to be widely differentiated across the EU and the UK after Brexit. Chinese players are constantly scrutinising new developments in European markets and are eager to utilise opportunities whenever they arise. So entering into a new trade relationship through ports and shipping could be a great avenue and win-win situation for both sides.

It is a fact that around 80% of the world trade is conducted through maritime routes across the globe, and China is one of the largest countries that largely conduct their trade through shipping. Similarly, the EU and the UK are the key players in the world’s maritime trade. However, Brexit is likely to change the situation since the division of port governance between the EU and UK may impact their maritime trade. The other future challenge that Sino-UK/EU trade may face is the possible blockade by the countries across the Indian Ocean region using the current MSR route through Malacca Straits. However, China has sensibly planned alternative routes to ensure maritime trade security, i.e., through the Indian Ocean via Malacca strait with Indian cooperation, and the new and shortest trade route under CPEC, which opens China to the Indian Ocean via the Arabian sea. Since the UK, after Brexit, has tremendous trade interests in this region, therefore, branding its ties with China with alternative maritime routes could be beneficial for Sino-UK trade relations ahead. To this end, construction of Gwadar port and connecting China to Indian Ocean through Arabian Sea could serve the multiple purposes to both sides, especially for China including the shortest trade route approaching UK and EU countries and energy security. Therefore, port governance with new trade expectations is the call of the day and the Gwadar port could play a significant role in this transaction. Eventually, both sides need to revise and ensure their maritime cooperation for a win-win trade relation in the coming years.
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