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Transport Solutions and Connectivity:
Driving Prosperities around the Belt and Road

Volvo Group

Executive Summary

The One Belt and One Road (OBOR) Initiative is a development strategy and
framework, proposed by the People's Republic of China in 2013 that focuses on
connectivity and cooperation among countries.

Transport is essential in facilitating movements of goods and people and plays a
significant role in the social and economic development of countries and regions.
The better the transport connectivity, the more each of the transport network
users will benefit. Regional infrastructure development creates a win-win outcome
for all participating countries, and improving transport connectivity in the
region would bring Asia large welfare gains through increased market access,
reduced trade costs and more efficient energy production and use.

In this paper, Volvo Group analyzed opportunities and challenges within the region,
and collected examples in areas of transport solutions and infrastructure building.
The following policy recommendations were also presented for China:

e Sustained development needs sustained investment. To utilize the talents
and tap the potentials of the MNC:s, it is crucial for the OBOR to provide
sustained Government-led investment to boost the momentum of sustained
transport connectivity development, and introduce new modes of funding
for the projects, so as to create incentives for more active engagement of the
MNCs in the OBOR endeavor.

e A level-playing field should be created. All business partners, Chinese
State Owned Enterprises, SMEs or MNCs, should be provided with an
equal footing, thus they can be encouraged to form partnerships across



continents and industries, and make the best use of their respective
comparative advantages.

Policy coordination is much needed. To improve the transport
connectivity, a coordinated political and policy environment across the
region should be established, and harmonization of transport policies and
homologation should, in particular, be facilitated.

Holistic approach should be taken. To deliver the outcome of the OBOR,
transport solution and connectivity would be important stepping stones.
Promotion of innovation is the key to sustainability, and a holistic approach
should always be taken by balancing economic, environmental and social
considerations.



I. Introduction

With Asia’s continuing rise and growing impact on the global economy, regional
integration is expanding, bringing with it both benefits and costs. With an
expanded market for goods and services, for both output and inputs, higher
economic growth and improved welfare can be expected. Integration helps more
efficient resource allocation across the region (or globally) in line with the principle
of comparative advantage. The Belt and Road Initiative, which was first initialized
by China in 2013, is considered as one of the driving forces in establishing a
framework of regional cooperation, which may be beneficial to all. Given the
complexity and extent of regional development, no single actor is able to address
all relevant aspects. The aim of this paper is to present knowledge-based
recommendations related to regional integration and common prosperity,
particularly with regard to the Belt and Road Initiative. The scope has therefore
been limited to the Volvo Group’s area of expertise — that is, transport solutions
and connectivity.

Transport is the foundation of any economy and a key factor in a high quality of
life. Any nation striving for growth and for a sustainable society must have
transport high on the political agenda. This paper contains a number of practical
examples of what can be done, but also several policy recommendations for China.

The Volvo Group is one of the world’s leading manufacturers of trucks, buses,
construction equipment and marine and industrial engines. We also provide
complete solutions for financing and service. By developing and delivering
products and services under different brands, we can address many different
customer and market segments in mature as well as growth markets. We are close
to 100,000 colleagues. Our industrial footprint includes product development and
manufacturing or assembly plants in more than 19 countries and we sell our
products in more than 190 markets. Our mission is: “Driving prosperities through
transport solutions”, and we carry on this mission with “Customer Success,
Passion, Trust, Change and Performance” as corporate values.

In 1992, the Volvo Group set up its first office in China. Over the past years, all
business areas within the Volvo Group have entered China successfully. Today,

Volvo Group’s combined businesses cover more than 22 provinces, cities and



autonomous regions across the country with approximately 6,000 employees.
China has become the second “home market” after Volvo’s Global Headquarters in
Sweden.

1. About the Belt and Road Initiative
1. Basic Facts

The Asian Development Bank’s study estimated that Asia needs to invest
approximately US$8 ftrillion in overall national infrastructure and about US$290
billion in specific regional infrastructure projects between 2010 and 2020. And to
tap its full economic potential, Asia is faced with the challenge of building regional
infrastructure that provides efficient and seamless connections across the region
and to the rest of the world.

In 2013, Chinese President Xi Jinping initiated the concept of building a land-based
“Silk Road Economic Belt” and a “21st Century Maritime Silk Road” during his
visits to Central Asia and Southeast Asia. There are 47 countries along the “Silk
Road Economic Belt” and 33 countries along the “21st Century Maritime Silk
Road”, covering a total population of 4 billion (about 63% of the world’s
population) and aggregate GDP of US$20 trillion (29% of the world’s total). The
two routes, later referred to as the “One Belt, One Road” (OBOR) initiative, will
create a massive loop linking three continents, connecting China with Southeast
Asia, Asia-Pacific, Middle East, Europe and North Africa on land and maritime

“economic corridors”.

On the 28th March 2015, an official document themed "Visions and Actions on
Jointly Building Belt and Road" was issued by the Chinese Government, detailing
various aspects of the envisioned process, involving economy, finance, culture and
security. According to this document, infrastructure inter-connectivity is the
prioritized area of the OBOR, expedited investment and commercial
cooperation will be the backbone, and efficient flow of capital is regarded as the
pillar.

2. Recent development

With the "Visions and Actions” in place, the deployment of the OBOR is
accelerating. Various Ministries and Commissions at the central Government level,



including the National Development and Reform Commission, the Ministry of
Commerce and the Ministry of Transport, have introduced supporting plans and
measures. Furthermore, all of China’s 34 provinces, municipalities and
autonomous regions have completed their respective development of a specific
implementation scheme of the OBOR by October 2015. Among which, “Yangtze
River Economic Belt”, “Rise of Middle China”, and “Integration of Beijing-
Tianjin-Hebei” are serving as domestic regional integration strategies that support
China’s further development. There is no doubt that the implementation of the
OBOR strategy to promote regional comprehensive development is high on

China’s political agenda at all levels and the momentum is picking up.

Moreover, to make available of the financial pillar for the OBOR and translate the
Government’s vision into reality, the OBOR is strongly backed by substantial
financial institutions and mechanisms as its “cash pool”, namely, the Silk Road
Fund (SRF) and the Asian Infrastructure Investment Bank (AlIB).

The US$40bn Silk Road Fund, jointly supported by the China Investment
Corporation (China’s sovereign wealth fund), China Development Bank, the
Export-Import Bank of China and the State Administration of Foreign Exchange,
entered into force in February 2015, aiming at providing direct support to the
OBOR. Its mandate is to help improve connectivity along the OBOR by financing
infrastructure (railways, roads, ports and airports), resources, industrial and
financial co-operation projects.

Meanwhile, the Asian Infrastructure Investment Bank, as initiated by China in
October 2013, was officially established in Beijing on the 25™ December 2015 with
57 Founding Members. The Swedish Government applied to join the AlIB on the
31% March 2015 and was approved as the Founding Member on the 15™ April 2015.
The AIIB, with its US$100bn initial capital, is designed to help finance
construction along OBOR as well. The AIIB’s stated aims are to combine China’s
core competencies in building infrastructure with financial resources to help
development in other parts of Asia in the field of transportation and
telecommunications, energy and power, urban development and logistics, rural
infrastructure and environmental protection.

3. Outwards investments serve as stepping stones



According to China’s National Bureau of Statistics and the Ministry of Commerce,
China’s outward foreign direct investment (FDI) increased 8 times between 2005
and 2015. With the enhancement of their capital and technical strength, more
Chinese enterprises are seeking to use their resources worldwide, and to take
advantage of the benefits of their global expansion. Outbound investment has
become an essential method for enterprises to gain factors of production, improve
innovation and core competitiveness, and realize an upstream shift in their
industrial chain. The robust outwards investment of China laid a solid foundation
for realizing the vision of this gigantic initiative.

Though the OBOR s still, for the time being, in its early stage of development,
taking into account the OBOR’s special focus on and the great importance attached
to the infrastructure inter-connectivity, the transportation sector offers promising
prospects and thus it is high time for related companies to stipulate plans
accordingly and take actions to lock in the opportunities.

I11. Transportation solutions and connectivity are key enablers for
regional prosperity

1. Global outlook on transport infrastructure investment

The transportation and logistics industry forms the backbone of modern global
supply chains. The transport logistics industry encompasses freight
transportation, warehousing, border clearance, payment systems and, increasingly,
many other functions outsourced by producers and merchants to service providers.
Worldwide, the performance of transport logistics companies varies greatly. One of
the main reasons for this is the quality of infrastructure, which is fundamental to
their effective operation. The World Bank logistics performance index shows that
there is a wide difference between country performances, and this issue is difficult
to address because each country has its own challenges and there is no single
solution. It is important, therefore, to consider each country’s unique
situation when devising a strategic plan for transport infrastructure investments.

From the global perspective, according to PWC’s report “Assessing the global
transport infrastructure market: Outlook to 2025, transport infrastructure
investment is projected to increase at an average annual rate of about
5% worldwide over the period of 2014 to 2025. Divided by region,



Asia-Pacific, as a result of the shift in economic power from the West to the East
and the rise in Asian wealth and rapid urbanization, remains by far the largest
transport infrastructure market, with investments increasing from US$557bn per
year to nearly US$900bn per year in 2025. Large-scale development of transport
networks will likely continue in many economies in the region. Significant
investment in road infrastructure as a means to accommodate increasingly more
cars, along with investment in public transport infrastructure to relieve congestion
in urban areas, is expected. Strong growth in sea port infrastructure is also
anticipated to support expansion in international trade.

Regarding Eastern Europe, most countries currently devote a smaller percentage
of infrastructure investments to transportation than the global average, though this
is projected to change over the forecast period. Investment in good transport
networks remains relatively important due to the need to transport extractive
outputs to other markets. Spending on ports, in particular, is expected to increase
an average of nearly 10% annually from 2014 to 2025.

As per the Middle East and Latin America, roads still make up the largest
subsector for transport spending. Rising wealth levels will drive strong increase in
the rate of car ownership over the coming decade. Consequently, investment in
roads is expected to increase sharply by almost 116% over this period to reach
US$31bn per year by 2025, and by an average of 11% per year until 2025, for the
two regions respectively.

For Africa, Sub-Saharan Africa is the fastest growing regional infrastructure
market, with a projected average increase in transport spending of over 11% per
year from 2015 to 2025. Most of this growth is expected in roads and ports.

By contrast, the US, Canada, and Western Europe will see modest transport
infrastructure investment in the near future, given the already well-developed
transport networks in many advanced countries, as well as continued fiscal
constraints facing the Governments.

2. Scope and classification of transport connectivity

In the view of promising transport infrastructure investment outlook, whereas
different levels of development of transport infrastructure among the countries in
the region, and high dependency nature of transport logistics industry on



infrastructure, there is a missing link in connecting the region in order to boost its
development, which could only be filled in with transport connectivity.

Connectivity refers to the state, quality and capability of being connected or
connective. In a broader sense, transport connectivity could refer to five major
aspects;

Infrastructure building connectivity. Bridges, ports, airports, train stations and
other transport infrastructure facilities should all be connected seamlessly by road,
sea route or airline in the most effective way.

Logistics and supply chain connectivity. Exports are diversifying across new
markets, and intraregional trade in parts and components for regional supply chains
accounts for a growing share of total trade. These trends underscore the need for
efficient and flexible logistics networks that provide uncomplicated connections
between different modes of transport and make it possible to trade with more
places, in less time, at lower costs.

Urban and inter-city mobility. Densely populated and heavily congested as the
cities are, public transportation should play a leading role to ensure the free
movement of people.

Transport data connectivity. With the recent technology advancement, the
volume and speeds at which transport data today is generated, processed and stored
is unprecedented. Good data connectivity could make possible safe and efficient
movement of goods and people, and in the extreme case, prevent or address
possible threats, both natural and man-made.

Transport policy connectivity. Standards and regulations for vehicles and
infrastructure should be harmonized by coordinating relevant transport policies.

Transport connectivity is essential to facilitate movements of goods and people and
plays a significant role in the social and economic development of countries and
regions. The Asian Development Bank’s study found that the benefits of improving
the region’s transport connectivity are substantial, and that all countries in the
region would benefit. Also, the better the transport connectivity, the more each of
the transport network users will benefit. Regional infrastructure development
creates a win-win outcome for all participating countries and improving transport



connectivity in the region would bring Asia large welfare gains through increased
market access, reduced trade costs, and more efficient energy production and use.

3. Major business opportunities from the OBOR

According to the press release from the Ministry of Commerce, from January to
July in 2015, the OBOR has already announced more than 1400 contracted projects
initiated by the Chinese Government, relating to high-speed rail, electricity
upgrades, port development and enhancement. Meanwhile, Chinese companies
have made US$8.59 bill FDI in 48 countries alongside the OBOR, with a year-on-
year increase of 29.5%. Further, Chinese companies have signed 1786
contracts worth of US$49.4 bill with 60 countries involved in the OBOR, with a
year-on-year increase of 44.9%.

Rapid development of the OBOR will bring major business opportunities. For
instance, in the short run, the infrastructure projects, both ongoing and those in the
pipeline, spur the demand of construction equipment. While in the long run, trade
flow requires improved capacity to move goods and people efficiently along the
OBOR, making long-haul transportation exceptionally important. Moreover, as
transport networks get more complex and crowded under the OBOR context,
mixed-mode journeys will be common due to the strengths and weaknesses of
various transportation options, thus transport data exchange and utilization become
more critical in terms of improving the transport connectivity among the countries
alongside the OBOR.

4. Main challenges and obstacles within the region

Given the wide range of countries and the sums of money involved, a proper
assessment of challenges and obstacles within the region will be necessary, thus
companies building their presence along the OBOR could prepare themselves for
potential threats to their operations in these new markets.

e Geopolitics and security

Foremost, some of the countries along the OBOR are beset by armed conflict, for
instance, Afghanistan and Irag. Further, in comparison to FDI activities led by
private companies, political risks may weigh heavier on OBOR efforts, as many
OBOR projects are slated to be high-profile construction projects, which means



that the deals will be made with the heavy involvement of the destination country’s
Government. In this connection, security instability needs to be anticipated in some
countries.

e Business operation risks

Since some of the OBOR projects will be financed by either SRF or AlIB, it is
important to take into full account the possible inability to pay back loans, and a
rigorous assessment of credit risk in the countries in which the companies will be
operating would be necessary. Apart from that, other factors, including government
effectiveness, the legal and regulatory environment, macroeconomic risks, foreign
trade and payment issues, labor markets, financial risks, tax policy, the standard of
local infrastructure, should all be carefully analyzed in the evaluation process of
business operation risks.

e Inadequate “hard” and “soft” infrastructure

Among the OBOR countries, most of them are developing countries. Necessary
bridges, ports, airports, train stations and other auxiliary transport infrastructure
facilities will not be guaranteed due to their relevant less developed status, let alone
diversified transport modes and efficient transport products. For those relatively
more advanced countries, road congestion presents an increasing problem. There is
a lot of pressure to find transport solutions to reduce congestion in cities. And in
many of the large cities, a major transport infrastructure upgrade is vital to allow
the city to function effectively.

Meanwhile, as a result of relatively lower level of economic and social
development, most of the OBOR countries would not have well developed
Information and Communication Technology industry in place, and they are often
faced with a lack of skilled workers and insufficient management capacity in the
transportation sectors.

e Incoherent transport policy in cross border movement

Another challenge will be the incoherent transport policies among the countries as
they are located in different regions and have their respective different historical
backgrounds, which makes the homologation of transport standards highly difficult.
Since the OBOR involves a number of neighboring countries which are connected



by road, another critical, perhaps a paramount obstacle facing the transport
connectivity in the region is how to expedite the cross-border movement through a
more coordinated transport policy, by joint collaboration among transport authority
in each country.

Improving regional transport connectivity involves more efficient use of border
crossing points. Usually, these border crossing points pose a threat to the smooth
flow of goods and people. The level of smoothness of transport operation can
vary widely depending on the location of borders and the cooperation of the
neighboring country, weight and dimension of vehicles, existing agreements, and
on origin and destination and type of cargoes. The border clearance process can
also vary along the transport routes. Some of the commonly found non-physical
barriers are: Inconsistent, time consuming and costly border crossing formalities
and procedures; Restriction or limitation on entry of vehicles; Transshipment
needed at the border; Different standards of vehicles and drivers; Restrictive visa
requirement;  Difficult and  different process for transit traffic;
Incompatible working hours at borders; Coordination among various stake holders;
and Excessive security checks.

V. Synergies between Volvo Group’s solutions and regional
development

Today, several of the global challenges the world faces are directly or indirectly
related to the infrastructure and the transport sector. They include climate change,
population growth, urbanization and the shortage of natural resources and raw
materials. To address urgent global challenges and contribute positively to
economic, social and environmental development, transportation needs to be made
more efficient and more sustainable.

Since Volvo Group’s products and services play an important role in transporting
people and goods and building roads and infrastructure, the Volvo Group is
committed to and takes an active part in finding, developing and delivering
transport solutions to improve economic and environmental performance in both
the short and long term, while considering the social impact at all times. We see
ourselves as a good business partner to be part of Belt and Road initiative and
promote regional development.



e Infrastructure and urban utility

Most of the countries along OBOR are less developed than China in terms of
infrastructure. Thus transport connectivity is the key priority of the OBOR, and
infrastructure development is a much needed first step in unlocking this bottleneck.
Increasing infrastructure investment programs will undoubtedly benefit
construction machinery manufacturers, infrastructure construction companies,
building materials producers, as well as infrastructure operators in China. Having
an established presence and enviable reputation in China, Volvo CE and its
Chinese joint venture partner SDLG are in a good position, along with their
business partners, to share in the opportunities the OBOR offers, since China is the
driving force behind the project. Volvo CE and SDLG are among the market
leaders in the all-important excavator and wheel loader segments in China and able
to provide a comprehensive range of integrated products and services for
infrastructure construction. And through Volvo CE’s Terex Trucks brand, the
company is also a leading hauler manufacturer in China.

With a history dating back over 180 years Volvo CE is the longest established
global producer of products and services for the construction, extraction, waste
processing, forestry and materials handling sectors. The company’s products —
excavators, wheel loaders and haulers, as well as road machinery, such as pavers
and compactors — have been used on major infrastructure projects worldwide.
These include port development (Salalah, Oman), land reclamation (Dubai, UAE)
and airports (Changi, Singapore), as well as the biggest 5-year railway construction
project between China and Mongolia with a total length of 1,837 km, and
numerous pan-national highways (e.g. A2 project, in Poland, Dassu hydropower
station in Pakistan). A wide range of services are also offered, centered on the three
themes of machine uptime, fuel efficiency and increased productivity. The
company’s products and services are sold and supported via a global network of
over 125 Volvo-owned and independent dealers.

Volvo, via its three brands, has a long established presence in China, both in terms
of major production facilities in Linyi and Shanghai, as well as a major research
and design facility in Jinan and sales offices in Shanghai. The company has also
made a significant contribution to the rapid development of Chinese infrastructure
in recent years. In 2010, a team of Volvo road machinery helped to resurface



Beijing's famous 10 lane Chang'an Avenue that runs across Tiananmen Square.
Volvo pavers were also used to renew the surface of China’s first desert
expressway — stretching through more than 134 km of barren land to the borders of
Inner-Mongolia.

Volvo Construction Equipment sees itself within the Volvo Group as an
instrumental partner in helping to bring the OBOR to life.

e Logistics and transportation

Logistics is crucial to the development of the region. The goal of the OBOR is to
connect all businesses involved in the supply chain by eliminating unnecessary
trade barriers, and to make the trading process shorter and easier. With the
necessary connectivity and network in place, the OBOR will speed up the
movement of goods and encourage businesses to set up trans-national presence in
Asia. The booming cross-border trade and engineering projects will eventually
create strong business needs in surface transportation both for consumption goods
and special equipment. Considering Volvo Truck’s robust business presence in the
region, it can play a vital role in the emerging long-haul transportation business,
and provide more efficient transport solutions for inter-regional trade.

As one of the largest Chinese commercial vehicle manufacturers, DFCV, the Volvo
Group’s joint Venture with DFG, has a full range of heavy duty and middle duty
trucks that suit China and other emerging mass markets for both the transportation
and construction applications. Located in the very center of China Hubei
province, DFCV has a very strong market position in Central, West, Northwest
China, thus plays a very important role in the rising of Center China and also the
development of West China. Its extensive sales and after service network provide
quick responses to its customers’ needs. The Company itself and its network
are well positioned to link the OBOR countries, most of which are emerging
economies. DFCV has spent special efforts to capture the opportunities brought by
this OBOR initiative, including launching new product models, strengthening sales
and service networks.

Since Volvo Group entered into this joint venture by investing 6 billion RMB in
the beginning of 2015, Volvo has started to inject core technologies and
competencies into the company. More and more technologies and competencies are



planned or under discussions to be injected into the company in near
future, which will support DFCV to significantly improve its product features and
capability to better service its domestic and international customers. All these
demonstrate Volvo’s commitment to China’s development, which will also make a
great contribution to the OBOR initiative.

In addition, there are also high-tech solutions that would make traffic much safer.
For heavily loaded trucks, for instance, the risk of jack-knifing; is high
during winter when the roads are slippery. The Stretch Brake, a new innovation
from Volvo Trucks, prevents jack-knife accidents and gives the driver better
control of the vehicle in tough conditions. The system is especially valuable when
driving downhill.

Another technical solution is the advanced emergency braking systems
(AEBS) with Collision Warning. A sophisticated system of this kind was launched
in Europe with the Volvo FH truck in 2013. The system is built on two sensors:

e A rradar judges the distance and speed of the vehicles ahead
e A camera provides information about the kind of vehicles involved

If the system detects that a collision is imminent, the driver is warned. If there is no
reaction from the driver, the system will automatically brake and avoid a collision.

Vehicle safety systems play an important role in preventing accidents and reducing
their impact. But with 90% of accidents involving human factors, the most
effective way to increase safety is to complement technological solutions with
awareness and training for drivers and society. The Volvo Group has successfully
run such programs since the 1980s. Driver training and educational programs have
been run in countries such as Brazil, Argentina, Peru, Morocco, Sweden,
Norway, Denmark, Russia, Estonia, India, Singapore, China, and Korea.

e Public Transportation in urban and rural areas

To address the congestion problem in the urban areas and provide better mobility
for the people in rural areas, the role of buses in public transportation should be
highlighted.

! Jack-knifing means the folding of a vehicle and the trailer it is towing in a way that resembles a folding
pocket knife.



Bus rapid transit (BRT) is a bus-based system which is occasionally described as
a "surface subway”. It combines the capacity and speed of subway or light rail
systems with the lower cost and flexibility of a bus system. BRT was developed by
Volvo Busses and has been found to be a game changer for urban mobility: the
system can achieve subway speed and capacity at about five percent of the cost.
There are currently around 250 BRT systems globally, some of them in China.

Typical elements of BRT include high-capacity buses, dedicated bus lanes, priority
at intersections, fare-collection before boarding the bus and platforms, passenger
information system and bus floor on the same level. This higher capacity enables a
reduction in the number of vehicles operating in the corridor, which consequently
increases the average speed of the system, reducing the emission of pollutants, and
operating costs.

To give just one example: thirty-seven 24 meter double-articulated buses will do
the same transport work as two thousand passenger cars with one driver and four
passengers per car (and it could be noted that cars with 5 persons are unusual on
our congested streets).

Volvo started to develop BRT systems several decades ago together with the city of
Curitiba in Brazil. Curitiba is today one of the most affluent cities in Brazil, but has
25% lower per capita greenhouse gas emissions and 30% lower fuel consumption
than the national average due to its groundbreaking approach to integrated land use
and transport planning.

Electriomobility. ElectriCity in Gothenburg, where VVolvo Group headquarters is
located, is a collaborative project between academia, industry and the public sector
and is aimed at developing, demonstrating and evaluating new sustainable public
transport systems for the future. Testing and evaluation of electric bus transport is a
central part of ElectriCity. Silent, emission-free public transport can operate in
places where traffic is currently banned. This opens up new possibilities for urban
planning in towns and cities. The three electric buses on the route run on renewable
electricity and are energy-efficient, silent and completely emission-free. The buses
run on batteries that are quickly recharged with renewable electricity at the bus
terminus stops. Passengers have access to onboard wi-fi and phone charging
facilities and one of the bus stops is indoors. Besides the three completely electric



buses, the route has a number of electric hybrid buses which run on electricity for
approximately 70% of the route. In addition to the actual buses, ElectriCity
develops and tests new bus stop solutions, transport management systems, safety
concepts and energy supply systems.

The fully electric model will deliver:
. Silent transport

. No local exhaust emissions — opens up the opportunity for indoor bus stops,
such as inside shopping malls

. 99% CO2 reductions (based on Swedish fossil-free electricity generation)
. 80% energy savings

An additional aim of this study is to make the bus line the preferred mode of
transport between the end destinations. The trip must thus be so convenient, and
offer so many benefits that people choose to take the bus instead of using their
private car.

e Financing Scheme

The OBOR is promoted as an open platform which encourages all business
stakeholders and investors to participate. With the massive infrastructure program
in place, it is anticipated that financial solutions will be of great importance to
sustain the initiative. Volvo Financial Services (VFS) provides financial solutions
to dealers and customers in China, India, Japan, Australia and in 40 other countries
around the world in order to facilitate equipment acquisition needs. We offer
financial services to Volvo Group customers to help them purchase their first
vehicle, replace vehicles, and expand their operations, which in turn, supports the
development of the OBOR initiative. VFS also provides financial services to the
Volvo Group dealer network, which helps the dealers to provide customer services
(e.g. sales, maintenance, parts, repairs) where the equipment is purchased and
operated. VFS provides financing support with an industry knowledge and
expertise that helps secure sustainable performance for customers and
dealers, while driving prosperity through total transport solutions.

e Intelligent Transport System



With the development of Information and Communication Technology (ICT), the
Volvo Group has been working on relevant applications and solutions to utilize
ICT’s role in sustainable transport connectivity. To name a few, Telematics and
ITS solutions.

Telematics is an area of technology based on vehicles being wirelessly connected.
Connected services could change the way transport is carried out in cities. There
are currently around 300,000 Volvo Group vehicles around the world with
connected services in operation. The connected services include remote diagnostics,
fuel management, and driver coaching. Connected services are not limited to
commercial transport: society as a whole is becoming more connected, requiring all
nations to focus strategically on telematics and connected services. Connected
services offer multiple benefits, including decreased emissions of CO2 and toxic
pollutants, decreased operating costs and improved fleet utilization for fleet
operators, improving vehicle uptime (availability), minimized risks for insurance
and leasing companies through better understanding of vehicle usage and
operational status.

ITS stands for Intelligent Transportation Systems, which is about using modern
communication technology to make travel smarter, safer, faster, and more
convenient. ITS includes applications such as intelligent traffic control systems,
traveler information systems, automatic toll collection, and systems that help
commercial vehicle operators to make more efficient use of their fleets. The ability
of ITS solutions to improve fuel efficiency, reduce accidents, and mitigate traffic
congestion has been demonstrated in a number of research and pilot projects in
Europe, the USA, and Japan. One of the most promising early applications is
Green Light Optimization Speed Advice (GLOSA). Volvo experiments on real
urban road networks have indicated positive fuel savings of up to 12%. By working
together with the city’s traffic control center to integrate the GLOSA system,
it would be possible to implement congestion prevention algorithms that would
further improve traffic flow.

V. Conclusions and policy recommendations

Transport solutions and connectivity are important enablers of growth and welfare.
Without them, the societies in which many of us live would not function. The



examples above indicate that technology will provide some of the solutions for
sustainability that the region will need.

While the OBOR promises a wide range of opportunities in infrastructure
construction, logistics, and transportation connectivity, there is much that the
MNCs can do. China will need new forms of cooperation in order to successfully
address complex tasks such as the ones described above. In transport connectivity
areas, cities or program owners therefore need to collaborate with various
organizations (both public and private), contractors, suppliers, service providers,
transport operators, insurance companies, and others. From a Chinese perspective,
it ought to be of interest to benefit from experiences in other parts of the world.
Multinational companies with a presence in China constitute one source of
information. In close collaboration with the Chinese companies, leading MNCs in
the field of transport connectivity can contribute to the advancement of the OBOR,
meanwhile benefit from its growth.

Nonetheless, some challenges remain in certain areas. Transparency issue:
Though the OBOR has long been introduced and much discussion has been
undertaken, vital information on the Chinese Government’s implementation plan
and relevant policies are not consolidated, and there is limited source of
information on how to participate in those prospective iconic projects. Fairness
issue: Since the OBOR is by nature a government led initiative; it is essential for
the Chinese government to ensure a fair play business environment among all
stakeholders, who are willing to participate.

The key message here is that no single actor can solve the challenges we are facing
today. Collaboration and alliances are therefore needed. The Volvo Group
already works in this way, and is ready to take collaboration with Chinese actors to
a new and higher level.

Based on the findings in this work, it is recommended that Chinese national and
regional development plans take the following aspects into consideration:

e Sustained development needs sustained investment. To utilize the talents
and tap the potentials of the MNCs, it is crucial for the OBOR to provide
sustained Government-led investment to boost the momentum of sustained
transport connectivity development, and introduce new modes of funding



for the projects, so as to create incentives for more active engagement of the
MNCs in the OBOR endeavor.

A level-playing field should be created. All business partners, Chinese
State Owned Enterprises, SMEs or MNCs, should be provided with an
equal footing, thus they can be encouraged to form partnerships across
continents and industries, and make the best use of their respective
comparative advantages.

Policy coordination is much needed. To improve the transport
connectivity, a coordinated political and policy environment across the
region should be established, and harmonization of transport policies and
homologation should, in particular, be facilitated.

Holistic approach should be taken. To deliver the outcome of the OBOR,
transport solution and connectivity would be important stepping stones.
Promotion of innovation is the key to sustainability, and a holistic approach
should always be taken by balancing economic, environmental and social
considerations.
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