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GREEN PERSPECTIVES

China’s growing global importance has important,
but under-reported, environmental impacts.

Its “going out” strategy and, today, “One Belt, One
Road” initiative, with many billions in investments
planned, may fundamentally reshape global
infrastructure and patterns of trade and development.
This special issue of chinadialogue’s print journal
focuses on China’s impacts overseas, aiming to push
beyond the rhetoric of “win-win cooperation” and
better understand the new landscape of China’s rise

and its environmental effects.
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From the editor

Sam Geall

China’s ambition to “go out” is not new — it is almost
two decades since it first emerged as official policy.
But the past year has seen the country significantly
expand its overseas engagement: by supporting new
financial institutions, such as the Asian Infrastructure
Investment Bank (AIIB) and the Shanghai—based New
Development Bank (known as the “BRICS Bank”),
which challenge the so-called Bretton Woods system,
and by announcing significant trade, investment and
resources extraction initiatives under the “One Belk,
One Road” strategy.

The former reflects the lack of progress in
expanding China’s role in international organisations,
such as the World Bank and IMF, which appear
increasingly unrepresentative. The latter — which
seeks to build connectivity and cooperation across
Eurasia (the “Silk Road Economic Belt”) and an
expanding network of sea lanes (the “21st-century
Maritime Silk Road”) — suggests not only a newly
assertive foreign poliey, but also a desire to shift some
of China’s overcapacity to new markets in the “new
normal™ a period of slowing growth that China hopes
will see a structural shift towards higher-quality,
sustainable development.

China’s slowdown has had a big impact on the
global economy. But low commodity prices could
present a window of opportunity for environmental
and governance reforms. In this changing context,
we present this special edition of our print journal,
generously supported by the Henry Luce Foundation,
which presents a range of important perspectives
on how China’s activities in ﬁnancing development,
building infrastructure and extracting resources

are ehanging around the WOI’ld, and l’lOW tl’lCSC
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experiences are, in turn, starting to change Chinese
approaches to development.

Beyond the oft-repeated rhetoric of “win-win”
cooperation, the environmental aspects of China’s
rise remain under-reported and require greater
attention at this critical juncture. The reporting and
analysis in this special issue explain how Chinese
capital continues to support coal-fired power
generation around the world, from eastern Europe
to Pakistan; how Chinese companies are implicated
in unsustainable and often illegal deforestation
from Mozambique to Brazil and Guyana; how fuel
subsidies support overfishing by Chinese distant
water fishing fleets; how extractives-led development
sustains conflict in Afghanistan; and why Chinese
funded dams in Mongolia might call the “green Silk

Road” into question.

“Beyond the oft—repeated
rhetoric of “win-win”
cooperation, the environmental
aspects of China’s rise

remain under—reported”

But the articles in this issue also bring to light
new possibilities: that the AIIB, for example,
might embrace international lending standards
and welcome NGO participation to an unexpeeted
degree, even while its lack of a resident board

presents a challenge; that energy companies may loe
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engaging with civil society overseas to improve their
reputation and security; that Chinese companies
may embrace new voluntary standards of best
practice; and perhaps most promisingly, that Chinese
investment might speed the low-carbon transition
around the world.

Indeed, China could change the game — and
remake the map — for the better. Thanks to sustained
investment in renewable energy technologies,
the country has emerged as world leader in
manufacturing and innovating the products needed
to generate electric power from the wind and the
sun. Leading innovation scholars John Mathews and
Hao Tan recently concluded that this could mark the
beginning of “a new energy paradigm with epochal
implications.”

In Pakistan’s Punjab, Zofeen Ebrahim reports
on the Chinese company building a 100-megawatt
photovoltaic solar farm, the first energy project
under the US$46 billion (307 billion yuan) China-
Pakistan Economic Corridor, and the pilot stage of a
plan to build the world’s largest solar farm. We also
explore how Chinese technology and investment is
accelerating the take—up of solar generation in India
and Bangladesh, where an innovative floating solar
plant is being built on the Teesta River. Another
report explains how major Chinese food importers
might play an important role in the ﬁght against
deforestation in Latin America by committing
to supply their domestic market with Sustainably
sourced soya.

In the context of global efforts to mitigate climate
change after the Paris accord, and China’s renewed

drive to create an “ecological civilisation” at home,

understanding these examples becomes only more
important. We hope the articles in this special issue

will advance that understanding.

Sam Geall is executive editor of chinadialogue, Research
Fellow at University of Sussex and an Associate Fellow at
Chatham House. He edited China and the Environment:
The Green Revolution (Zed Books, 2013).
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R[EZS 58989 China’s overseas
“'ﬁlﬁ coal projects

HR AN 15 -5 FR 2R AR AT W X 28 I 5 New data collected by chinadialogue and the CEE
MR E N, 20154 RIS A/ DR EAE L T I Bankwatch Network shows that since 2015, many new

H S5 AT A IO B 3E AT &K B - Chinese coal plant project deals have been announced
HHZR BRER A7 M 300 Dox) 28 0 LI B B 5 B B3 and are under development.

BEEE (%) FoR: IXEEIE K2 T HE “The majority of these projects are under loan

BURME RS+, IRt it B 2 E L consideration by China’s policy—driven ﬁnancing,

FERANM ] B FER. ~ and supplied by equipment from the country’s

largest power generation manufacturers,” said

chinadialogue.org.cn/pages/ch/coal-overseas  Wawa Wang, public finance policy officer at
CEE Bankwatch Network.
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China stokes global coal growth

China cuts coal at home but state owned companies and
banks drive new coal expansion overseas, despite top level
promises of green growth for developing countries

Beth Walker

Chinese companies and banks are continuing to drive
global coal expansion, as state-owned companies,
backed by state loans, build coal-fired power plants
across the world. This is despite commitments from
China’s top leaders to deliver clean energy and low
carbon infrastructure for developing countries.

The world’s largest carbon emitter aims to
reposition itself as a global green power. In a
joint US-China statement at the White House
in September 2015, President Xi Jinping agreed
to strictly control public investment for overseas
projects with high pollution and carbon emissions.
China won praise for promising to peak its
greenhouse gas emissions by 2030 at the UN climate
summit in Paris in 2015 — and trying to wean itself
slowly off coal. Chinese manufacturers are now major
suppliers of cheap solar and wind modules worldwide.

However, these efforts are being undercut by
Chinese backed coal power plants planned and
under construction from Indonesia to Pakistan,
Turkey to the Balkans —as well as in Africa and Latin
America. These could boost global emissions and lock
developing countries into fossil fuel intensive energy
systems for decades.

New data collected by chinadialogue and the CEE
Bankwatch Network shows that since 2015 many new
Chinese coal plant project deals have been announced
and are under development. “The majority of these
projects are under loan consideration by China’s
policy—driven ﬁnancing, and supplied by equipment

from the country’s largest power generation
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manufacturers,” said Wawa Wang, public finance
policy officer at CEE Bankwatch Network.

Chinese banks and companies are currently
involved in at least 79 coal fired generation projects,
with a total capacity of over 52 GW, more than the 46
GW ofplanned coal closures in the US by 2020.

Beijing has encouraged state owned coal
companies and energy intensive industries such as
concrete, steel and cement, to “go out” as part of the
“One Belt, One Road” (OBOR) initiative. This aims
to open up new opportunities for Chinese companies
and to build infrastructure to link China to European

markets and beyond.

NEW OUTLETS

The overseas push comes as China’s power sector is
struggling with severe overcapacity with the slowing
economy and slashing of energy intensive industries
at home. This has led to the lowest use of existing
power generation capacity since 1978. Greenpeace
estimates that at any given moment, more than half
of China’s coal capacity lies idle.

Yet despite central government attempts to reduce
its coal fired power and the toxic smog it produces,
there is a surge in new approvals for power plants as
a result of pushback from provincial authorities and
the perverse incentives created by falling coal prices
and government fixed electricity prices.

In addition, Huaneng— one of five state owned
energy giants — plans to signiﬁcantly boost its share

of profits from overseas projects by 2020, according
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to its five year strategy. Its expansion will focus

on coal in South and Southeast Asia, Russia and
Eastern Europe; hydropower in South Asia, Africa
and Europe; and wind and solar in Europe and Latin
America. While the corporate strategy highlights
overseas risks from war, terrorist attacks and
corruption, environmental risks are not mentioned.

All this contributes to concern that China will
follow developed countries’ example and simply
export its carbon emissions as it moves up the global
value chain, threatening any fragile international
progress on emissions reduction.

Industry insiders argue that China’s coal advance
will bring tangible environmental benefits ]:)y
providing more efficient technologies than countries
could otherwise afford. But the number of new
projects in the pipeline will counteract any modest
emissions savings made by “supercritical” technology,
especially since China’s new, stringent standards for
domestic plants do not apply to exports.

While global coal use is thought to have fallen by
4.6 % year on year through the first nine months of
2015, urgent action is still needed to avoid locking in
carbon intensive resource use in the future. A third
of the new capacity in the global pipeline is coal
(1161/3165 GW) according to estimates a forthcoming
paper by Phillip Hannam, a scholar at

ASIA — A GLOBAL HOTSPOT

China’s coal footprint is particularly large in Asia.

In 2015 coal-fuelled plants accounted for 68% of
generating capacity buile by China in the rest of Asia,
and in future this is set to rise, according to an carlier
paper co-authored by Hannam. In contrast, where
countries built capacity without Chinese supporrt,
coal-fired plants made up only 32% of new capacity.
Worldwide, the majority of China’s support to the
power sector in the global south was funnelled into
coal, says the paper.

Since 2000, China has overtaken Japan to become
the leading exporter of coal equipment — offering
“bargain” prices to energy—starved countries and
increasing its share of global coal exports from zero
to 37% (SSGW). It may be much higher, since, where
data is missing, exports are largely attributable
to China.

China is the largest supplier of equipment to
India, which is expected to double its coal capacity by
2031. Chinese firms account for 60% of the equipment
ordered in the private sector and are involved in
at least 19 projects across the country, the largest
being a massive 4,000 MW plant in Gujarar, buile
by Huaneng and financed by the Industrial and
Commercial Bank of China (ICBC)

the Princeton Environment Institute
— and nearly 90% of this is in rapidly
growing Asian economies.

China’s expansion comes as the
World Bank and many developed
countries have stepped back from
funding dirty coal. In 2013 the World
Bank strictly limited coal funding and last year
OECD countries including Japan and Korea promised
to end public financing of coal plants overseas except
to the poorest countries.

An carlier study from the San Francisco-based
Climate Policy Initiative found that China had
invested as much as US$38 billion in coal fired
power plants overseas between 2010-2014 and had
announced plans for another US $72 billion worth of

projects (though not all with firm commitments).

“In 2015 coal-fuelled plants accounted
for 68% of generating capacity built by
China in the rest of Asia”

COAL FLOWS ALONG THE SILK ROADS
Historically, coal power ﬁnancing has predominantly
flowed to India, Indonesia and Vietnam — but

now China is diversifying with multimillion dollar
projects planned in Pakistan, Bangladesh, Cambodia
and Kazakhstan. Further along the OBOR corridors,
coal hotspots are emerging in Turkey and the
Balkans, where local players are also active. These
countries lie outside more stringent European Union
environmental regulations and the limitations placed

on international finance.

WWW.CHINADIALOGUE.NET 17



FESEBALZRE: SEUA CHINA REMAKES THE MAP: GREEN PERSPECTIVES

The money and equipment flow into countries

where environmental regulations and laws are weak
and corruption endemic. In Pakistan alone, China
is building at least 7,800 MW of new coal capacity
under the China Pakistan Economic Corridor
project. This includes the excavation of the dirtiest
kind of lignite coal in the Thar desert — one of the
world’s largest untapped coal deposits. The projects
have met with protest on the streets and in the
courts. In a land mark case, a seven-year old girl has
sued the government for violating the rights of her
generation to a healthy life by developing coal. In
her petition she argues this will dramatically increase
Pakistan’s carbon emissions, while ignoring the
potential of wind and solar.

The Punjab high court’s objections to the Sahiwal
coal plant on environmental grounds were brushed
aside in 2015, since it is being fast-tracked under
the CPEC. While Pakistan is desperately short of
power, the economics are dubious. Sahiwal will

require billions of dollars investment in new rail
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infrastructure to haul imported coal 1,000 km from
the port city of Karachi. Petitioners say pollution
around the site has already breached national air

quality limits.

“In Pakistan alone, China is
building at least 7,800 MW
of new coal capacity under
the China Pakistan Economic
Corridor project”

NO TRANSPARENCY

Compared to others, Chinese banks are particularly
opaque: “Policy driven Chinese financial institutions
have yet to adopt information disclosure and
accountability policies to protect the rights of

affected communities. The situation is furcher
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aggravated when there is no institutional oversight of
Chinese overseas ﬁnancing of energy infrastructure
projects and the economic, social and environmental
probiems they cause,” says Wang.

The information behind the map was collected by
chinadialogue and Bank Watch from company and
bank annual reports and available commercial data.

In many cases financial data is unavailable.

A WAY FORWARD

China has no road map for phasing out overseas

coal investment. “The US-China joint statement is
vague and can’t be implemented,” says Yang Fugiang,
senior adviser on climate, energy and environment at
The Natural Resources Defense Council, an NGO.

He is Working with a team to develop green
guidelines —“an implementable policy that can be
adopted by Chinese financial institutions.” They are
preparing their recommendations for the government
at the moment.

“Now we are trying to investigate experiences
from the past two years to see what we can learn and
improve because OBOR is a big global strategy, and
without this, investors will face many risks, including
environment and climate change risks,” says Yang. “If
we don’t find solutions, we will find heavy resistance
from local people.”

Chinese companies overseas are already running
into environmental problems as they try to reduce
carbon dioxide emissions and provide jobs for local
people, said Yang. In Bangladesh, police opened fire
last year on Viiiagers opposing the iliegai seizure
of land for the construction of the power plant by
Chinese firms on the coast.

Yang’s work at the NRDC builds on a growing
movement within China to hold Chinese banks to
account on their green lending credentials — and a
growing interest in green finance from institutions
themselves. China is the world’s largest issuer of green
bonds, but unless progress is made fast, Chinese
money and equipment will be used to lock in dirty
fossil fuel in deveioping countries and tarnish China’s

ambitions to become 4 green superpower.
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Pakistan’s coal expansion brings misery
to villagers in Thar desert

Coal excavation will displace thousands of people already living in
poverty and deplete groundwater in a region ravaged by drought

Amar Guriro

Thario Halepoto village is located in the Thar desert
in south-eastern Pakistan, around 400 kilometres east
of the port city of Karachi. You can hear the scream
of peafowl and bells sounding around the necks of
grazing goats and cow. Women wearing colourful
clothes carrying water pitchers on their head between
the sand dunes.

Around 1,000 houscholds live in the Village,
the majority of them part of the Halepoto clan.

But life here is about to change, with the arrival of

a Chinese and Pakistani joint venture to excavate the
massive coal deposits that lie beneath the sand and
build coal fired power stations to meet Pakistan’s
energy demands.

Mehmood Halepoto's family has lived in this
Village for centuries. Like other residents, Halepoto
is a herder who ploughs the fields when it rains. In
1990 officials came looking for coal, and found huge
deposits under the village.

The Thar desert in Sindh province contains 175
billion tonnes of lignite coal — one of the largest
untapped coal deposits in the world. It is also one of
the most populated deserts in the world — home to
world heritages sites and endangered species. Most of
the 91,000 people who live in the Thar desert region
live in poverty and are highly vulnerable to extreme
weather events. Twenty five per cent of people live
within the proposed coal development area. They
thought they would benefit, but that has not been
the case.

“We were happy, as people told us we would

be rich, but now, this has turned into a nightmare

and the black gold has become a black snake that
is displacing us from our ancestral land,” said
Mehmood.

It was only in 2015 that work began on the fields,
when the Thar coal project was included as part of a
string of energy and infrastructure deals signed under
the US$46 billion China-Pakistan Economic Corridor
(CPEC). These agreements included eight coal-fired
power plants and a 3,000-kilometre network of roads,
railways and pipelines to transport oil and gas from
Gwadar Port on the Arabian sea to Kashgar, in the
northwestern Chinese province of Xinjiang.

In December 2015, China approved a US$1.2
billion (8 billion yuan) investment for surface mining
of Thar coal and the establishment of 660 MW power
projects. The deposits are divided into 12 blocks, each
containing 2 billion tonnes of coal. In the first phase
the Sindh provincial government has allocated block
II to Sindh Engro Coal Mining Company (SECMC)
to excavate 1.57 billion tonnes of coal and build a 660
megawatt power plant. The plant is expected to send
power to the Pakistani national grid by June 2019 and
will later be expanded to produce 1,320 MW of power.

A state-owned Chinese company, the China
Machinery & Engineering Corporation (CMEQ), is
providing the machinery and technical support for
the excavation of coal, and building and running the
power plant. The local company will provide human
resources, management and be responsible for the
distribution of power. SECMC say the project has
created 200 technical jobs and 1,600 menial positions.

But locals have loeen protesting that the company
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has not even given them the menial jobs. Around 300
Chinese, including the engineers, miners and experts

are also working on the site.

LOCAL FEARS

The Chinese team have started excavating the first
pit. In the first phase SECMC will relocate five
Villages, which are located in block I, including
Thario Halepoto village.

SECMC has started paying Villagers for their
homes and agriculcural land. SECMC’s chief
executive officer, Shamsuddin Ahmed Shaikh, claims
that his company will do all they can to help the
Villagers.

“We will construct model towns with all basic
facilities including schools, healthcare, drinking
water and filter plants and also allocate land for
livestock grazing,” he said.

He said that the company is paying villagers
above market prices for their land - 185,000
Pakistani rupees (US$1,900) per acre. However
locals say this price does not take into account its
high environmental value and they do not want to
be relocated to the new towns, the exact location of

which is yet to be decided.

for the mining and construction of roads, destroying
the local ecology.

A SECMC official said that the company will
plant 10 trees for every tree cut. So far the company
has planted 12,000 trees in an 18-acre area called the
Green Park and more trees will be planted in next
tWo years.

But Villagers said that they had been using the
leaves of these trees as fodder for their animals and
they will have no access to the trees in the park.
Also instead of planting indigenous trees, they
pointed out, the company is planting alien species
like conocarpus, a fast growing type of coastal plant
which sucks up a lot of water and will be disastrous
for the desert environment.

Locals are afraid that the company will extract
huge amounts of groundwater for coal excavation,

a region where groundwater level is dropping in
some areas by two metres a year and has fallen to 100
metres deep in some place due to prolonged drought.
Drought in the desert has led to the death of more
than 3,000 children in the past three years, although
authorities have admitted only 828 deaths.

“We [our families] lived in this
village for centuries, we spent our
childhood here and our forefathers
are buried here; to leave all this is very
difficult,” said Muhammad Hassan
Halepoto, a resident of the Thario
Halepoto.

“We have dozens of trees on each
acre of land. We feed our livestock
from these trees even during droughts and also when
it rains we plough our lands and get a huge amount
from the crops. These lands are our permanent source
of livelihood,” said one Villager.

The villagers will also lose grazing lands to the
coal project. The Thar Desert is home to 7 million
cows, goats, sheep and camel and provides more than
60% of the milk, meat and leather requirement of
Sindh province.

Villagers fear that che project will be an
environmental disaster for the desert. The company

will cut thousands of indigenous trees to make way
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“Most of the 91,000 people who live in
the Thar desert region live in poverty
and are highly vulnerable to extreme
weather events”

Residents of another nearby village, Gorano, have
filed a constitutional petition in the court against the
mining company. Leela Ram, one of petitioners, said
that the mining company will dump wastewater over
2,700 acres of cultivable land and forest. “This will
directly affect I5 major Villages with 15,000 people,
200,000 trees will die and all these people will have to
migrate from their native Villages," said Leela Ram.

SECMC’s Shaikh rejected such claims saying
his company would only use 1,400 acres for two
reservoirs to store the water extracted during

excavation. “It will be nacural underground saline
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water, not toxic or poisonous in any way and it will

not affect any Village,” he claimed.

PAKISTAN’S EMBRACE OF COAL BUCKS
GLOBAL TREND

Thar coal deposits are lignite, a particularly dirty
kind of coal with low energy content. This means a
higher quantity of coal needs to be burnt to produce
power, which means more carbon emissions. Many
countries around the world are reducing power
generation from dirty lignite. China itself is closing
down many coal based power plants at home, but
on other hand it is helping developing countries
like Pakistan to mine lignite coal and build new
power stations.

At the UN climate summit in Paris, Pakistan
pledged to reduce its greenhouse gas emissions by 5%,
but at the same time it plans to develop its ﬂedgling
coal industry with five new power plants scheduled
to start producing electricity ]:)y 2018 and many more
in the pipeline.

A Seven—year—old girl recently filed a case in
Pakistan’s Supreme Court, with the support of her
environmental lawyer father, claiming government
plans in the Thar desert will exacerbate climate
change and deprive future generations of the right
to healthy life. In her case she points to the needs to
invest in renewables to overcome the power shortage,
rather than dirty coal, since the country is endowed
with plenty of sun and wind.

SECMC’s Shaikh admitted that lignite is worst
form the coal, but he claimed that his company will
be using state of art modern technology to collect
the fly ash from the coal chimney and dump itina
site that the company will build in the future, thus
minimizing the damage from fly ash. His words may
be little comfort to the villagers of the Thar desert
and the next generation of children growing up in

Pakistan today.
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China-led development bank
careful to co-operate with critics

AlIB is determined to avoid mistakes and
“reputational damage” in its first projects

Liu Qin

The Asian Infrastructure Development Bank (AIIB)
unveiled its initial batch ofprojects at its first annual
meeting in Beijing in June, giving the go-ahead to
investments totaling US$509 million (3.4 billion
yuan) and providing an important yardstick to assess
the bank’s first six months.

The AIIB has swiftly been taking shape since
China’s President Xi Jinping and Premier Li Keqgiang
announced its formation less than three years ago. Its
mission, they said, was “to promote interconnectivity
and economic integration in the region”.

By the end of 2014, 22 Asian countries signed up
to the project. And in June this year 50 countries
endorsed membership terms at a ceremony in the
Great Hall of the People in Beijing. China is the
biggest shareholder in the bank with a stake of

almost 21%.

FEARS FOR INFLUENCE

AIIB was greeted with alarm by the US and Japan,
who have not joined. China’s decision to start a new
multi-lateral deveiopment bank raised fears it might
seek to displace the World Bank, or (conversely)
narrowiy serve China’s interests in Asia, especially its
“One Belt, One Road” (OBOR) infrastructure web,
woven around its own trade needs.

Environmental activists are also worried about the
environmental and social impacts of AIIB projects,
and whether hard-won internacional best practices as
eventuaily applied by the World Bank, would be used
for AIIB projects.

So what can be gleaned from its first months of
operation, and what does the first round of approved

projects tell us?

LEARNING FROM OTHERS

The bank’s initial projects are all in Asia (see figure)
and has agreed to disperse US$165 million (r.1 billion
yuan) for power grid upgrades in Bangladesh and

to support two highway projects in Central Asia;
USs$roo million for Pakistani motorways; and US$27.5
million to upgrade the road linking Tajikstan’s
capital, Dushanbe, with neighbouring Uzbekistan.
The largest loan was US$216 million for the

renovation of slum housing in Indonesia.

“China-based environmental
activists have given the AIIB’s
approach a guarded welcome,
although international NGOs
are more critical”

The AIIB is the sole investor in the Bangladesh
project. But the three other loans all reflect AIIB’s
pledge to “cooperate with existing multilateral
development banks”, and are jointly-funded, either
with the Asian Deveiopment Bank, the European

Bank for Reconstruction and Development, or the
World Bank.
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Details of AlIB’s first projects (provided by Greenovation:Hub)

Project Country Sector Lenders Environmental
and social policy
Highway project Pakistan Transportation, ADB, DFID,  The AIIB has undertaken
infrastructure, construction AlIB to use the Asian
Development Bank’s
Safeguarding Policy
Statement (2009)
Highway construction Tajikistan Transportation, EBRD, AIIB The AIIB has undertaken
infrastructure, construction to use the EBRD’s
Environmental and Social
Policy (2008)
Power grid upgrading Bangladesh Energy, electricity AlIB The AIIB’s own
and expansion environmental and policy
standards will be applied
Improvement and Indonesia Social services, urban WB, AIIB The World Bank’s

renovation Of slums

China-based environmental activists have given
the AIIB’s approach a guarded welcome, although
international NGOs are more critical.

Bai Yunwen, a researcher with Beijing—based
NGO Greenovation:Hub, said the partnership
approach shows the AIIB is being careful in terms
of the minimising the environmental impact of
its investments, and will gain experience quicker
by working with and learning from other

multilateral banks.

VIGILANCE

“One thing is certain: the AIIB is determined to avoid
reputational damage by making mistakes in its first
projects,” Shouging Zhu, sustainable finance senior
associate at the World Resources Institute China,

told chinadialogue.
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transport, waste diSpOSﬁl

procurement policy and
environmental and social
safeguarding policies,

as well as relevant

procedures, will be applied

In its own words, the AIIB has promised to be
“lean, clean and green.”

AlIB’s joint projects apply the standards on
environmental impacts and social issues, such as
labour practices, that have been formulated by
partner banks racher than the AIIB’s own
fledgling policies.

However, the environmental credentials of the
Bangladesh power project will be monitored closely.

“If the environmental and social impacts of this
[Bangladesh] project are not properly handled, we
may see further revisions to the AIIB’s environmental

and social framework,” said Bai.

GLOBAL AMBITION
AlIB president Jin Liqun told the annual meeting
that he hopes the bank will accept another

24 countries in 2017, including from Latin America.
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According to the Financial Times, Chile, Colombia
and Venezuela will all aim to apply before the 30
September cut-off date

Jin predicted that AIIB would soon have more
members than the US and Japan-dominated Asian
Development Bank. He told the World Economic
Forum’s Annual Meeting of the New Champions,
held in the north China city of Tianjin from June 26
to 28, that AIIB could have as many as 9o members
by early 2017, outstripping the ADB’s 67 members.

The bank’s president said that as an international
institution the AIIB could not confine its
investments to Asia, in view of pressure from
African and Latin American countries that could
join the bank in the future. A proper balance will be
maintained when selecting projects, he said.

The AIIB’s president also confirmed that the bank
will support countries outside the OBOR region.

Tsinghua University economics professor Li
Daokui told the WEF meeting that in the near-term
there were very real economic reasons for focusing
on the OBOR region, and in the ionger term the
ultimate aim would be for this region to become an

economic bloc.

OPTIMISTIC

A striking feature of the AIIB’s first annual meeting
was the welcome given to NGO participation,
particularly in view of NGOs criticism and demands

for transparency. It is rare for major Chinese

institutions to invite NGOs to their annual meetings.

Yu Xiaogang, director of Green Watershed, said
it was a positive development that almost any NGO
that requested to attend had been able to.

However NGOs were allowed to speak only
brieﬂy, were given a limited time to ask questions,
which compared unfavourably with World Bank and
Asian Development Bank annual meetings

Jin told the ‘Summer Davos’ forum in Dalian,
northern China, chat projects must meet three
criteria: financial sustainability, environmental
protection and broad pubiic acceptance.

But some international NGOs say the bank is not
yet open enough on its lending criteria.

They point to lax standards when it comes

to disciosure and transparency Wlti’l the bank’s

Image by Agéncia de Noticias do Acre

Environmental and Social Safeguarding Framework.
However the issue of how to avoid environmental
and social risks was not addressed at the meeting,.

In order to better evaluate how effective the
AllIB’s framework is, Greenpeace appiied these
criteria to four projects, funded by the China
Deveiopment Bank, the International Bank for
Reconstruction and Development, the World Bank,
and the International Financial Corporation, all of
which caused environmental damage. These were an
Indonesian coal mine, a South African thermal power
plant, and both hydropower and coal fired power
plants in India.

The evaluation focused on three criteria; whether
AIIB would reject the investment based on its
environmental impact assessment (in a theoretical
scenario where the AIIB was the main investor),
whether it would be able to prevent environmental
damage if investment went ahead, and whether the
environmental and social impacts of these projects
would be reduced.

Greenpeace found the bank would have invested
in these and other potentiaﬂy environmentaliy
damaging projects.

China’s role as a destination for green finance
will only grow but critics say they want to see more

transparency on hOW that money is being used.
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Why the Asian Infrastructure Investment
Bank needs resident directors

The new bank could allay civil society concerns by bringing in

a permanent board

Robert Orr

When the new Asian Infrastructure Investment Bank
(AIIB) opened its doors in January 2016, those of us
on the Asian Development Bank Board of Directors
and Management watched with interest.

Rather than seeing the AIIB’s establishment
as driven by geopolitics, my view was that China
had been dissatisfied with a lack of, what it felc
was, a level of influence commensurate with its
economic strength within the traditional Multilateral
Development Banks (MDBs), and wished to expand
its clout.

The need for greater attention to infrastructure
in the region cannot be denied, though the need for
a new bank was debatable; especially since the AIIB
thus far has co-financed its projects with the World
Bank and Asian Development Bank, which have
followed recognised and effective existing procedures
and process in ways that the AIIB seems to find
acceptable.

AlIB’s acceptance of these procedures and of good
governance standards is a hopeful sign. However, this
also highlights the one signiﬁcant difference with the
existing major MDBs: the lack of a resident board of
directors — a forum for the sharcholders to have day-
to-day oversight of the actions of the bank.

This is so far a major flaw in the AIIB governance
structure, and it is an issue, in pare, because the AIIB
aspires to become a mega—bank. With 57 member
countries already, and on a path to add more, it is

clearly not an issue to be taken 1ight1y.
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THE ADB BOARD’S ROLE

Here is Why a resident board is critical to the 24
member states of the ADB. The board represents 67
country shareholders and is permanently based in
Manila, the capital of the Philippines. Its principal
role is oversight, so that the shareholders’ interests
are ensured. A large part of that interest is the
integrity of the bank.

As a resident body, the board has day-to-day
contact with management and can effect changes
on everything from policy to projects. The board
tries to improve the transparency of the bank for all
stakeholders, including civil society, with varying
degrees of success. On several occasions ADB
president Takehiko Nakao has said he values the
resident board, because it helps him keep in closer
touch with what the shareholders’ actual views and
concerns are.

AlIB president Jin Liqun, a former ADB vice
president, has publicly stated that he opposes the
establishment of a resident board because he sees it
as a cost centre. However, that is certainly not the
case with the ADB board. In 2015 the ADB operating
budget was US$660.5 million (4.4 billion yuan); the
ADB board represented only 2.7% of these overall
costs.

I spent almost 15 years as a senior executive at
Motorola and then Boeing: and that percentage
figure does not look like any automatic corporate
cost centre that I am familiar wich, assuming you

feel it adds value. So it strikes me that cost is a weak



FRESEBZZIRE: ZEE CHINA REMAKES THE MAP: GREEN PERSPECTIVES

argument; and, if so, there must be another rationale

for not having a resident board.

CONSEQUENCES

Corporate boards are rarely in residence. But the
AlIB is not a corporation, rather an insticution that
represents nation-states. The shareholders in the new
bank therefore represent taxpayers, whose interests
must be guaranteed. Without a permanent board
that has day—to—day oversight, the bank’s ability to
ensure these interests are greatly diminished. There
are a number of immediate consequences that come
to mind.

First, it reinforces a perception by some that the
AIIB will be much more centrally controlled by the
Chinese government than is the case with the largest
shareholder in other MDBs.

Second, the absence of a resident board inhibits
transparency and accountability. A resident board
would provide civil society with easier access and a
voice within management, giving them a better sense
of inclusiveness. Most development projects require
the support and assistance on the ground from non-
governmental organisations and they need to be
plugged in from the start. This requires that they are
heard at headquarters.

Third, the AIIB’s adoption of its Public
Information Interim Policy (PIIP) generated
significant concern among civil society groups,
including those engaging on environmental issues.
This was because of their sense of not having
adequate input into this policy. A resident board
could help alleviate that.

Finally, this has led civil society groups to express
more general concern about less than adequate
communication, which could be mitigated with
a resident board that would open more access to
management, as many ADB board members do for
civil society.

Zhou Qiangwu, chief executive of Asia Pacific
Finance, a think-tank in the Chinese Finance
Ministry, told the Chinese state-owned newspaper
Global Times that the AIIB will have a special unit
to keep the non-resident board “informed” of the
AlIB’s activity.

But how can a legitimate board just be informed?
Being informed does not suggest dialogue or much of’
an opportunity for back and forth, not to mention
the ability of board members to bond and to consult
casily with fellow members who represent their
governments. Would China be satisfied if it were
simply informed about decisions made by an MDB in
which it was a major shareholder?

Because of the perceived costs of a resident board,
there has been a suggestion that if a sharcholder
country wants a board member resident in Beijing
that country’s government can pay for it themselves.
But this would be a grossly unequal solution, as
only the richer sharcholders could afford to do so,
which would no doubt cause rumblings among
the other shareholders the bank is mandated to
serve. Sharcholders with lower capital share in a
multilateral bank could form into multinational
constituencies to make this more affordable.

The AIIB has recently established an international
advisory panel with distinguished appointees for
many countries, including the United States and
Japan, both non-AIIB members. It’s a laudable
undertaking, although no substitute for a resident
board, as it is unclear how much influence they will
have. And it is hard to envision either the United
States or Japan seeking membership in the AIIB
without the presence of a resident board.

If a resident board were established I believe
it would remove one of the major concerns of
Washington and Tokyo, and may counter the belief
in some quarters that the AIIB reflects geopolitical
objectives, thus easing future membership into
the institution.

The AIIB has taken many of the right steps
in articulating what they plan to do relative
to governance and safeguards. Of course, the
proof is in the pudding, as we watch how these
initial cooperative projects with other MDBs are
implemented. The establishment of a resident
board would be the crowning indicator that the
management of the AIIB will welcome transparency

and shared governance with all stakeholders.
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Belo Monte power lines will
clear extensive vegetation

2,000km transmission line aims to navigate sensitive
biomes and complex environmental laws

Milton Leal

Constructing the first of two giant transmission
lines transporting electricity from the Belo

Monte hydroelectric project, northern Brazil, to a
sub-station 2,100 kilometres away will clear areas of
native vegetation equivalent to 1,700 football pitches
in Brazil’s Amazon and Cerrado Savannah.

State Grid, China’s largest state-owned electric
utility — which has become a major player in Brazil’s
clectricity generation and distribution sectors since
arriving in the country in 2010 — will construct
the lines, the first of which will travel from the
hydroelectric project in the Amazonian state of Para
to Ibiraci in Minas Gerais state in the power-hungry
South East.

Once fully operational, Belo Monte will become
the world’s third largest dam with an installed
capacity of 11,200 megawatts. The project, which
has been beset by delays and controversies over
its impacts on the ecology of the Xingu river and
indigenous communities, began generating power for
commercial use earlier this year. It is expected to be
fully online in 2019.

According to the impact study for the first
transmission line, 1,725 hectares of native vegetation
in Brazil's two largest biomes will be lost during its
construction, the majority of which (1,016 hectares)
is from the Cerrado Savannah. The Amazon will lose
709 hectares of native vegetation. The line also runs
close to 10 separate conservation areas, three of which
are federally protected.

The second line will be 2,500 kilometres in length

and will deliver power to the city of Rio de Janeiro.
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Environmental studies for this second line do not
mention how much vegetation will have to be cleared
in order to erect the transmission towers.

But the project has its own environmental
advantages, according to Belo Monte Transmissora
da Energia (BMTE), a State Grid rnajority—owned
company established specifically for the project.

The project will use ultra—high—voitage technology
to transmit both AC and DC circuits of 8oo
kilovoles (kV).

This means electricity can be transported over
longer distances while minimising transmission
losses, meaning supplementary generation projects
are not required and secondary impacts are avoided,
according to Newton Zerbini, BMTE’s environmental

director.
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As it requires fewer transmission towers, this
Chinese technology should also result in fewer
impacts on the ground. However, the task of
factoring these into the project’s design has been

mostly left to local Brazilian consultancies.

LICENSING

Brazil has cornplex environmental legislation,
comprising over 20,000 standards. Navigating

this legal framework is a difficult task for foreign
investors, who often see them as cumbersome and
an impediment to economic development. The level
of environmental regulation in Brazil has come
into sharp focus since Michel Temer was confirmed
as impeached former president Dilma Rousseff’s
replacement on September 1.

Temer’s new cabinet includes members of
powerful agribusiness lobbies, who have long
argued for an end to environmental licensing.
Environmentalists say that the approval of a proposed
legal amendment (known as PEC 65/2012) will mean
infrastructure projects could get the green light
irrespective of their social or environmental impacts.

The environmental licensing process for energy
projects in Brazil can cause delays that last for
years. The licensing process for both Belo Monte
transmission lines, however, was relatively swift.

“They obtained the preliminary licensing in six
months,” says Claudia Barros energy coordinator at
the Brazilian Institute of the Environment’s IBAMA)
energy licensing board. Barros told Dialogo Chino
that one of the reasons for this is that it did not
require complementary projects.

The process ofobtaining the license for the
second line, included State Grid Brasil president
Cai Honxgian personally visiting IBAMA last
year to discuss their application, delays to which
the company sees as a major risk to projects. State
Grid hired Concremat Ambiental to conduct the
environmental impact studies.

Zerbini, who sits on joint board meetings on
environmental issues with Chinese directors said they
find it difficult to comprehend Brazil’s regulations.
“Things are very different in their country,” he

told Dialogo Chino.

According to Enio Fonseca, president of
the Environmental Forum of the Electricity
Sector (FMASE), Chinese companies operating in
Brazil prefer to delegate environmental issues to local
partners. “If they don’t have their own staff with the
appropriate competencies, they have the resources
to hire companies that specialise in these matters,”
he said.

State Grid is an important player in Brazil and
now controls over 10,000 kilometres of transmission
lines having recently acquired a 23% stake in
CPFL Energia, one of the country’s largest energy

generation, distribution, and sales companies.

“1,725 hectares of native
vegetation in Brazil’s two
Zargest biomes will be lost
during its construction”

SOCIAL PROBLEMS

In Uruacu, a settlement of 40,000 people in the Goias
countryside, BMTE has built accommodation for the
transmission line’s workforce just a few kilometres
from the city centre. The project has created many
jobs for the locals, but has also raised social concerns
as three brothels have sprung up less than 20 metres
from worker’s housing. Thiago César Meireles,
Uruagu’s secretary for the environment says this is
normal.

“Wherever there is a large population of men, this
type of trade opens. The workers live in houses with
10, sometimes 50 men. When they get paid, they want
to relax,” said Meireles, who also acknowledged the
project’s environmental impacts.

Dialogo Chino contacted State Grid for this
article, but the company did not answer questions
submitted by e-mail. On the company’s website, the
section that addresses the environmental issues of the

projects is “under construction”.
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BB 3k&E: Quaid-e—Azam Solar Power (Pvt.) Limited
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China helps Pakistan build world’s

largest solar farm

Chinese companies are building a massive solar power station in the
Punjab desert, but is the project the most effective way of solving

Pakistan’s escalating energy crisis?

Zofeen T. Ebrahim

Some 400,000 solar panels, spread over 200
hectares of flat desert, glare defiantly at the sun at
what is known as the Quaid-e-Azam Solar Power
Park (QASP) in Punjab, named after Pakistan’s
founding father.

The 100 MW photovoltaic (PV) solar farm was
built by Chinese company Xinjiang SunOasis in just
three months, at a cost of around USs$130 million (833
million yuan) and started seiiing electricity to the
national grid in August.

This is the first energy project under the US$46
billion China-Pakistan Economic Corridor, a key part
of China’s “One Belt, One Road” (OBOR) strategy,
linking the port at Gwadar in southern Pakistan with
Kashgar in China’s western region of Xinjiang.

The 100 MW plant is the pilot stage of a more
ambitious pian to build the world’s 1argest solar farm.
Once complete in 2017, the site could have capacity of
5.2 million PV cells producing as much as 1,000 MW
of electricity — equivalent to an average sized coal-
fired power station — and enough to power about
320,000 households. Construction of the next stage is
already underway, led by another Chinese company,
Zonergy.

Eighteen months ago, the site was nothing more
than wilderness. Now a mini city has emerged
in the middle of the desert, with over 2,000
workers accompanied by heavy machinery, power
transmission lines, blocks ofbuiidings, water pipes

and pylons.

REDUCING EMISSIONS,

PROVIDING LIVELIHOODS

The Cholistan desert is the ideal spot for solar power,
said Muhammad Hassan Askari, operating manager
of the solar park. The area gets 13 hours of sunlight
every day while the huge expanse of flat desert is ideal
for a iarge commercial solar project.

The big advantage of solar power, he said, is that
a large park can be completed faster than thermal or
hydropower projects, which take much longer and
require a lot of maintenance.

The solar park will also shrink Pakistan’s carbon
footprint, said N ajam Ahmed Shah, the chief
executive of QASP, displacing about 57,500 tonnes of
coal burn and reducing emissions by 90,750 tonnes
every year.

Pakistan aims to reduce its reliance on
hydrocarbons, especially imported coal, oil and gas,
to around 60% by 2025 from the present 87%. The
country has a target to produce 10% of its total energy
mix from renewables (excluding hydropower, which
already constitutes 15% of the total energy mix).

The current generation from renewable energy is
around 1-2%.

While Pakistan contributes less than 1% to globai
GHG output, the country’s carbon emissions are
growing by 3.9% a year. By 2020 it will spew out 650
million tonnes of COze (carbon dioxide equivalent)
if the current trend continues, said ciimatologist

Qamar-uz-Zaman Chaudhry, the UN secretary
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Pakistan’s solar potential
Pakistan has a huge solar potential, but little has been used so far

World’s top 10 solar countries in zo14

Pakistan’s solar industry in numbers
I o o o M w the size of the Quaid-e-Azam Solar Park,
’ which will be the world’s largest once completed
I o ’ o o o solar powered irrigation pumps
6 ’ o o o homes in Lahore with rooftop solar systems
3 o o + member companies of Pakistan’s
Renewable Energy Association
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Power supply versus Solar resources in Pakistan
demand (megawatts)
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Parts of southern Pakistan receive the country’s
greatest solar irradiance. Clouds in other regions

reduce tl’lCSC resources.
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general’s special advisor for Asia with the World
Meteorological Organisation.

The solar park will also eventually generate 15,000
to 33,000 jobs for local people alone and actract

investment to the region.

UNPRECEDENTED SCALE

However some experts worry the project is too
ambitious and will require costly investment in grid
infrastructure and maintenance. Former director
general of WWF-Pakistan Ali Hassan Habib,

who now runs a company providing rooftop solar
solutions, welcomed the project but was uneasy about
the government “jumping into untested scale”. The
plant will be almost double the size of the existing
largest solar PV generating facilities worldwide,

he said.

“It may have been better to build the equivalent
remaining 9oo MW closer to where electricity is
consumed — on say the rooftops of large parking lots
— rather than installing it in remote locations,”

he said.

ENVIRONMENTAL IMPACT OF CLEAN
ENERGY

Because solar energy is still finding a foothold in the
energy mix and technologies are evolving, not enough
is known about the park’s impact on the environment
and natural resources.

Some negative impacts have already become
apparent. For example, solar power consumes lots of
water. PV panels may require lictle upkeep, according
to QASP, but they need to be kept squeaky clean.

An estimated one litre of water is used to clean each
panel. Water consumed to clean the eventual 5.2
million panels built will be colossal for a country that
is fast becoming water stressed. Currently, 30 people
take 10 to 15 days to clean the entire 400,000 cells.

“This year we've been very lucky as there have

been unprecedented rains and SO panels were Cleaned

automatically,” said Askari, who said they were
Images by Quaid-e-Azam Solar looking for more efficient ways to clean panels.
Power (Pvt.) Limited At the same time, increasing human activities
will disturb the arid region’s rich biodiversity and
wildlife, such as the chinkara (Indian gazelle), caracal
cat and houbara bustard.
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The construction of new road networks and
supporting commercial activities associated with
large solar PV projects do leave a substantial
footprint on the land, agreed Habib.

Shah justified the project, saying it was built on
uninhabited wasteland. “An Initial Environmental
Examination was carried out and we got a nod from
the Environment Protection Department before
embarking upon the project,” he explained.

To offset any negative impact, Habib suggested
the government set up an environment and
social fund.

Environmentalists are also concerned about
the fate of the millions of PV panels that will wear
out within 25 years. The panels will have to be
recycled to extract the silicon used to make them,

and then replaced.

PAKISTAN’S ENERGY CRISIS
Pakistan has been in the grip of severe energy
shortages for many years with some rural areas
left without power for up to 20 hours a day. There
has been little local or foreign investment in the
industrial sector because of the extensive power cuts,
and a number of factories have had to close down.
With an installed electricity generation capacity of
22,797 MW, the country’s total production stands at
just 14,000 MW. In recent years, demand has risen to
19,000 MW/
While the 1,000 MW of solar energy will help
ease energy constraints, Askari said government
investment in several other hydropower and coal
projects should also help alleviate power shortages.
Prime Minister Nawaz Sharif’ promised power cuts
would end by 2017-2018 at the inauguration ceremony

of 100 MW solar project in May this year.

NOT EVERYONE IS HAPPY
But some critics say it is the investors who will get
rich from the solar project, while consumers will have
to pay more in the long run.

“Hydropower can produce energy for less than
half the price of solar and about the same as wind
so why a fixation on solar?” said an Islamabad-based
energy expert working with the government, who

spoke on the condition of anonymity.
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He is sceptical of solar for a number of reasons.

First, the solar farm will actually produce far less
than the much touted 1,000 MW of electricity. “On
average, solar power plants deliver only about 20% of
installed capacity, and the peak production is during
the day, while the peak demand is in the evening
when the plant does not produce anything,” the
expert pointed out. Alternative arrangements have to
be made to draw upon hydro or thermal sources at an
“extra cost”. But the project’s owners say the TooMW
solar plant could produce near to capacity at 8sMW
at its peak.

Second, solar energy is more

potential of 120,000 MW. “Unlike solar, wind energy

maintains produetion at night,” he pointed out.

POLITICAL RISKS
With just a lictle over two years left in his term, the
success of the solar project is important for Prime
Minister Nawaz Sharif.

“The project has huge political impiications
for the ruling Pakistan Muslim League (N),” said
Lieutenant Colonel (Retired) M. Hassan Malik, who
is responsible for the security arrangements of the
entire QASP area.

expensive than other energy sources.
QASP claims it is selling solar power
to the grid at US$0.14/unit. Sources
within the National Transmission

and Despatch Company say they have
signed a deal to buy electricity at
US$().24/unit, which will drop later to
perhaps US$o.17/unit after seven years
when loans are paid off. In either case,
this price is far higher than the $0.07 for hydropower,
$o.11 for fuel oil and $o.12 for imported LNG.

“And these figures are only for generation; another
25% must be added to it for cost ofdelivery to be
borne by the consumer, accounting for losses and
theft,” he pointed out.

“The financial justification for solar was approved
when oil prices were at US$110 2 barrel,” he said,
lamenting that the government refused to heed to
advice that oil prices would drop.

Others argue that the cost of
building and operating solar plants will fall over
time, making it competitive. Vagar Ahmed, deputy
executive director at the Islamabad-based think cank,
Sustainable Development Policy Institute, said: “For
every new technology the fixed costs are higher in
the initial years and diminish over time as economies
of scale are achieved.” And learning from China,
efficiency will rise and prices for solar cells will
continue to decline, he said.

Wind could be a much bigger contributor to
Pakistan’s energy needs, said WWF’s Habib, given its
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a year. 7

“While Pakistan contributes less than
1% to global GHG output, the country’s
carbon emissions are growing by 3.9%

“Through this project the government also wants
to send out the message to the outside world that it
has the capacity to undertake mega projects and will
provide foolproof security to investors.”

Working in an area characterised by lawlessness
and extremism, Malik’s job is Challenging. “Not only
is the park a national asset, we have foreign nationals
Working at the plant, so the sensitivity is two-fold,”
he said.

There are 800 to 900 men guarding the site where
around 400 Chinese workers and over 2,000 labourers

work at any given time.

CULTURE SHOCK

For Alexander Halbich, a German engineer who

has been at the park for over a year, getting used

to heavily-armed security guards following him
around was the most disconcerting aspect of his
new job. “The food is good, the people are extremely
hospitable and we do g0 out to the city once in

a while tailed by armed guards, but there is little to

do after dark,” he added.
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“There isn’'t much to do in the evenings,” agreed
Muhammad Hasan Askari, who heads the technical
team. Hailing from Lahore, Punjab’s capital, he keeps
himself busy with work and looks forward to going
home at the weekends.

Foreign workers get to go home less often. “I go
every three months for ten days or more,” said Zhang
Ting, a young Chinese engineer. “I'm quite ready to
go home by two months but when I do go back, I miss
Pakistan and the work.” she added.

Ting had to deal with a language barrier and hostile
weather when she arrived to work at the site. The
Chinese engineer also had to adjust to a very different
work culture.

“We resolved the issue by getting more Pakistanis
on our design team to crease out the differences and

conflicts,” she said.
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Silk Road project suspended over
threats to Lake Baikal

The China-funded dam highlights lack of green
safeguards along the New Silk Road

Eugene Simonov

Every Chinese person knows about one place in
Siberia — Lake Baikal. It is not necessarily famous
for its unique biodiversity or for being the deepest
lake in the world. Every winter, radio broadcasts
warn Chinese listeners about “cold air masses that are
moving in from the Lake Baikal”. It’s also the subject
of a popular folk song.

Lake Baikal contains 20% of the world’s freshwater
resources and affects the regional climate of North
Asia and the Arctic Basin. The lake is home to 2,500
aquatic species and local communities in Mongolia
and Russia revere the lake as the “Sacred Sea™.

Chinese people are beginning to value Lake Baikal
and are increasingly coming as tourists to see it.
Some visitors are even investing in the risky tourism
business around the lake. Recently the China-based
Well of the World company proposed pouring Baikal
water into bottles to quench Chinese thirst. But
this nature-friendly relacionship could be severely
damaged as the China Export-Import Bank (China
EXIM Bank) has pledged a soft loan to Mongolia for
a project that may tip the fragile ecological balance of
the ancient lake.

On November 11, 2015, Mongolia and China issued
a joint statement that calls for the development of
large industrial projects including major coal projects
and hydropower. For that Mongolia secured a US$ 1
billion (6.6 billion yuan) loan from the China EXIM
Bank, which it intends to use for the construction
of the Egiin Gol hydropower project. A US$ 100
million concession for access roads and bridges has
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been awarded to China Gezhouba and construction
activity began during the harsh winter months.
These energy schemes are essential parts of
China’s “One Belt, One Road” (OBOR) initiative,
aimed at integrating the country with its neighbours.
But in the spring, Chinese authorities intervened
to suspend the dam project until due diligence is
carried out on transboundary impacts. This highlights
the lack of environmental safeguards and green
development guidelines under the OBOR, which
provides polluting state-owned companies that are,
no longer welcome at home, with opportunities to
invest in infrastructure, energy and heavy industry in

neighboring countries.

DAM DAMAGE

The hydropower project is located on the Eg River
near its confluence with the Selenge River, the main
source of Lake Baikal. Feasibility studies for the
hydropower dam were completed ten years ago under
the auspices of the Asian Development Bank in an
ill-directed attempt to boost renewable energy use in
Mongolia. Although electricity generation potential
of the rapidly drying rivers of’ Mongolia is 3,000
times smaller than that its wind and sun potential,
the World Bank followed the Chinese script. Its
feasibility studies for several coal projects and two
more large dams in the Baikal Basin, one of them —
the Shuren Hydro dam - is planned on the Selenge
River itself.
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Mongolian government agencies are looking at 10
more hydropower dam locations on the Baikal Basin,
justified by the need to “de-carbonise” the energy

sector and achieve energy independence from Russia.

CLIMATE STRICKEN LAKE

The International Union for Conservation of Nature
reported in 2015 that the combined effects of the
projects on the lake are not fully known and could
seriously damage its UNESCO World Heritage status.

The World Heritage Committee discussed the
dams that could damage Lake Baikal at a meeting
in Bonn in July 2015. The committee set forth
requirements for an impact assessment of Egiin
Gol and two other projects, as well as a cumulative
impacts assessment for all three dams. The committee
requested Mongolia (and by default, China) to hold
approval of the projects until all assessments for dams
have been completed and reviewed by the World
Heritage Centre.

The ecosystem of the lake has already been
severely damaged by the construction of the Irkutsk
Hydropower plant built upstream in Russia in 1960.
This, along with prolonged drought in Mongolia, has
led to a decline in the lake’s water levels. Climate
change and pollution combined to create an
ecological and socio-economic crisis on the Baikal
Lake shore with massive invasive algae blooms, a
decline in fisheries and an increase in severe peat fires

in the Selenge River delta.

WEAK STANDARDS
So how did China, which is prioritising a cleaner
environment at home, and promoting “green
development” globally as a G20 leader, make such a
dangerous mistake by starting work on Egiin Gol?
This is a consequence of gaps still present in
the design of China’s OBOR initiative aimed at
integrating the country with its neighbours and
global markets. However great it is at boosting
new economic cooperation, the OBOR so far lacks
clear environmental safeguards and specific green
development guidelines. Grand plans for “new
economic corridors” are not subjected to strategic
environmental assessments to avoid environmental

damage and SClCCE the l’)CSt alternatives.

7
3
=

o

f]Lake
4 Baikal

Ulan-Ude

laanbaatar

The Yenisei River basin, which includes Lake Baikal

Finally, there is no mechanism for consultation
with stakeholders living along the Silk Road. Without
this, Chinese investors lack information on actual
environmental and social risks. Or they get it too
late, as in this case when supervising agencies ordered
Gezhouba to stop construction.

China’s National Development and Reform
Commission suspended the project over concerns
about transboundary impacts of the dam project,
according to sources within the company and the
Mongolian foreign ministry. China EXIM Bank has
also asked their Mongolian counterparts to conduct
due diligence on Egiin Gol. Meanwhile the project is
in limbo.

Most likely, Chinese agencies pursuing energy
cooperation with Mongolia had not assessed the
environmental effects of various investment options
or the associated trans-boundary water issues. Then,
all of a sudden this spring, the EXIM Bank received a
letter from the people of Russia’s Kabansk District in
the Selenge River Delta and learned that the project
it was supporting could harm Lake Baikal, which is
the source of cold winter air in China.

An alternative way forward was proposed by
the 64,000 people who signed a petition last year
asking Mongolia, Russia and China to support solar
and wind instead of hydropower and coal. China,
with its ambitions to develop a large-scale renewable

industry, should listen to these voices.
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Fears raised over new Amazon railroad

A Chinese railway line linking the coastlines of Peru
and Brazil will create towns and cut through indigenous

settlements

Milton Leal

Ofticial bodies from Brazil and Peru have expressed
concern about the social and environmental impacts
of the proposed interoceanic railway, which will
connect the coast of Peru and Brazil cutting through
a thousand kilometres of pristine rainforest.

Brazil’s state-run rail operator Valec said
construction of a stretch of the route straddling the
border with Peru, proposed by the China Railway
Eryuan Engineering Group (CREEQ), represented an
enormous task that would necessitate the creation of
a new city in the heart of the Amazon, in a report
in January.

Valec criticised CREEC’s choice of route through
the Amazon and the Andes mountain range, which
bisects an indigenous reserve, as damaging o
sensitive ecosystems, in the report issued in response
to initial feasibility studies by CREEC.

During a public hearing in the Brazilian senate
on June 29, CREEC representatives stated that
the responsibility for conducting studies on the
environmental Viability of the railway lied with Brazil
and Peru.

In a rare statement from the Peruvian
government, the ministries of culture and the
environment told local non-governmental agency
DAR (Environmental Law and Natural Resources)
that it was imperative that native communities be
consulted on the 5,000-kilometre logistics corridor
prior to construction.

The Brazilian and Peruvian transport ministries
and China’s National Development and Reform
Commission first agreed to look into the project

in 2014. In May 2015, the now suspended Brazilian

56 WWW.CHINADIALOGUE.NET

A proposed railroad could see new settlements
spring up on the Brazil-Peru border, close to the
Sierra do Divisor National Park (Image by Agéncia
de Noticias do Acre)

president Dilma Rousseff and former Peruvian
president Ollanta Humala, signed a memorandum
of understanding (MoU) with Chinese premier Li
Keqiang to proceed with Vialoility studies.

Work on the US$10 billion (66 billion yuan)
project, which would link the Atlantic and Pacific
oceans by rail for the first time, is scheduled to
begin next year and be completed by 2025, according
to CREEC.

The railway will provide an alternative to the
Panama Canal, the main channel by which Latin
American countries export millions of tonnes of
grain, metals and minerals to China and other

countries each year.
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THE ROUTE

The three routes originally proposed are to the north,
the centre, and south of the Serra do Divisor National

Park, which straddles the Brazil-Peru border area
and is protected by laws in both countries.The north
road is CREEC’s favoured option because it lies on
lower ground and so would be less complicated and
costly to construct. By contrast, the southern route
would involve complex geological challenges since
construction would have to take place at alticudes of

up to 4,400 metres.

COUNTRY CONCERNS

Work on the Brazilian stretch is set to begin in the
city of Lucas do Rio Verde, in Mato Grosso state, the
country’s agricultural heartland. From there, the line
extends 3,300 kilometres to the border between Peru
and the Brazilian state of Acre, and

then another 1,700 kilometres to the

Zadk: - ¢ _." . .
CREEC prefers route Cl; C2 (central route); S (southern route). Source: InfoAmazonia/DAR

D Indigenous Lands

B Protected Area

[ Deforested 2005 - Jul 2015
Eas il ) Deforested 1976 - 1991

all the employees involved in the process, all chis
[takes place] in a very environmentally sensitive and

sparsely populated region,” Valec said.

Peru’s ministries of culture (MINCUL) and the
environment (MINAM) also expressed concern about
the impact on indigenous communities living in its
path, documents obtained by DAR revealed.

MINAM noted that the proposed northern
corridor crosses the protected Alcomayo forest,
and agreed with Brazilian authorities that local
communities should be consulted before
construction begins.

Researchers at DAR, a member of the Regional
Group of finance and Infrastructure, told Dialogo
Chino they feared the project would replicate the
disregard for Amazonian communities shown during

construction of the interoceanic highway.

Pacific coast.

According to Valec the border
crossing would require a transfer
station to be built, since the gauge of
railways differs in Brazil (1.6 metres)
and Peru (1.4 metres). “Besides the

need to establish a new city to house

“The railway will provide an
alternative to the Panama Canal,
the main channel by which Latin
American countries export to China”

WWW.CHINADIALOGUE.NET 57



FREEBZZARE: ZEEN CHINA REMAKES THE MAP: GREEN PERSPECTIVES

MOUNTAINS TO CLIMB

Zheng Jianya, an engineer at CREEC, said: “They
say the geology can be an obstacle. But the geology
is even more complex in China, which has made
Chinese railway construction technology more
refined,” adding: “The potential geological obstacles
will be overcome.”

In Brazil, a 1,600-kilometre stretch of the project
(the Centre-West Integration Line), expected to cross
96 perennial rivers) has been granted permission
to proceed by environmental authorities. Chinese
Contractors are NOw negotiating agreements with the
states Goids, Mato Grosso and Rondonia, through
which Brazilian credit bureau FICO would pass with
a provisional start date of 2017.

The Brazilian ministries are awaiting
announcements from new president Michel Temer
on public spending. It is not certain that the railway
will remain among investment priorities, although
many influential senators defend the project in the

capital Brasilia.

FINANCE

The funding model for construction of the
transcontinental railway has not been publicaly
disclosed. Investments could take the form of a loan
from China to Brazil. Another possibility could

be a public—private partnership (PPP), which are
increasingly common in Brazil.

Supporters of the project say they believe that
partnerships between Chinese enterprises and local
companies encourage regional development.

According to Luiz Antonio Fayet, a consultant
at the National Agricultural Confederation, the
construction in 2014 of a new highway (route BR-
163) in the midwest of Brazil has rendered the
interoceanic railway uncompetitive.

The highway is an attractive option for
transporting products out of the country. The
route sees good travel up to Brazil’s northern city
of Miritituba in Para state, then along the Tapajos
River to the port of Santarém for shipping across the
Pacific via the Panama Canal or around the Cape of
Good Hope.
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“It makes sense to move production through the
north, and the most economical mode of transport is
the waterway,” said Rodrigo Koelle, South America
transport director at logistics multinational Cargiﬂ,
one of the world’s largest exporters of soybeans and
corn. Cargill has extensive operations in Brazil, 80%

of which go to China.

BUT OTHERS DISAGREE.

According to CREEC’s preliminary estimates, the
transcontinental railroad could reduce the cost of
exporting grain and minerals by USs 30 per tonne
compared to current routes. And once operational,
the project could support a third of total exports
from Brazil to China, some 35 million tonnes of’
soybeans, annually. No matter the size of the saving,
it is unlikely that the local Amazon peoples will
benefit.
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China faces tougher laws in Myanmar

In the wake of the controversial Myitsone dam, Aung San
Suu Kyi is demanding more from investors involved in high

risk projects

Vicky Bowman

A new government took power in Myanmar on
March 31, 2016, led in practice, if not on paper, by
Daw Aung San Suu Kyi. Governments and businesses
around the world are keeniy waiting for indications
of the new ministry’s priorities and actitudes, none
more so than China.

To date, Aung San Suu Kyi has reiterated her
desire to see investment from all sources, providing
it is responsible. She has also issued clear instructions
to her team on corruption, and tightened up
rules around the receipt of gifts. A temporary ban
on logging has been imposed, and the merger of
the mines and environment ministry. as well as
subsequent missions to damaged mining sites,
including Hpakant's jade mines and gold mines in
Upper Myanmar, show that the new government will
prioritise reducing damage by mining.

Many of these destructive activities have
involved Chinese businesspeople, mostly working
cross-border and with a variety of Myanmar armed
groups. Although these businesses are by no means
representative of China, they are, unfortunately,
the lens through which many Myanmar people see
Chinese business.

But there is also recognition that China is
Myanmar’s most important partner, whether
political, economic or security. Responsible
Chinese investment, in infrastructure, logistics,
and manufacturing, is essential for Myanmar’s

development.
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Hanging over the China-Myanmar relationship,
and dominating every press conference, is the
question of the Myitsone dam, the largest of a seven
dam cascade on the Irrawaddy River to be built
and financed by China. In 2011, President Thein
Sein suspended this project, which had been heavily
promoted by his predecessor Senior General Than
Shwe, in the face of eountrywide protest. This was
the first action taken by a new civilian government,
which allowed Myanmar’s people to believe that
perhaps his government would be different from the
previous decades of authoritarian rule.

Unfortunately this dumped the problem in Aung
San Suu Kyi’s 1ap, five years later. Shortiy before her
recent visit to China, she announced the creation
of a new commission to examine the dam. The
remit of the commission is to consider: whether
the technology meets international standards and
local laws; the positive and negative social and
environmental impacts, ineluding on water resources,
waterways and the longer term sustainability of the
Irrawaddy River, as well as the eiectricity generation
and commercial aspects; and to make proposals for
the mutual benefit for Myanmar and the Chinese
investor. The commission is due to report by
November 11, 2016.

It is difficult to see how a body can conduct
such a Wide—ranging review in three months. The
agenda would be better addressed by experts with

a full environmental impact assessment (EIA). An
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EIA would probably take several years to complete,
be fuiiy disclosed and subject to pubiic debate.
Unfortunately, such a requirement was not in
place when the MoU was signed with China Power
Investment Corporation (CPI) in 2006.

However, it is now. In 2012, Myanmar established
an environment ministry for the first time,

and adopted its Environmental

LESSONS FROM THE DAM

While Myitsone is unique, the lessons it raises

are relevant for other investors, particularly those
companies — mostiy Chinese — who are more
inclined to invest in high risk projects such as
dams, mines and roads than their Japanese or

Western counterparts.

Conservation Law. This, in turn, led
to the adoption on 29 December 2015
of Environmental Impact Assessment
Procedures. This regulation makes
explicit the need for international
standards, such as those of the
International Finance Corporation
(IFC) and Asian Deveiopment Bank
(ADB), to be adhered to in the absence of Myanmar
national law on issues such as the rights of indigenous
peoples and resettlement.

CPI did conduct an EIA on the Myitsone dam
complex in 2008 at the request of the Power Ministry,
but it was only disclosed after the 2011 protests. It
has been widely criticised for lacking an “alternatives
analysis”, proper consideration of downstream
impacts, the cumulative impacts of the seven dams,
and the near absence of social impact assessment.
Undertaken without meaningful baseline data, it
would anyway have needed revisiting in the iight
of upstream changes and water and silt flows due
to excessive iogging, and climate change, as well as
lessons learned from dams elsewhere.

A new EIA for Myitsone would also need to
take into account that project proponents are now
liable for the costs of all upstream and downstream
impacts. Were the project to be taken forward,
changes would doubtless be required. Even leaving
aside widespread opposition to the dam, its
commercial prospects, though never Compeiiing, will
be further damaged. The Myitsone Commission may
short-circuit the need for a new EIA. In the end, an
orderly cancellation according to the contract and
negotiation of compensation must be a foregone
conclusion in the face of so much uncertainty

and opposition.

“Hanging over the China—]\/[yanmar
relationship, and dominating every
press conference, is the question of
the Myitsone dam”

The first lesson is that there is now a legal
framework for environmental and social protection
in Myanmar. Poorly articulated, poorly understood
and poorly implemented and enforced, it nonetheless
creates legal obligations. Since the framework refers
to World Bank/IFC Performance Standards where
Myanmar law is lacking, any major investment would
be advised to plan to operate to those standards, even
if the Myanmar law is currently unclear.

The second is that the pubiic’s voice can now be
heard — which was not the case prior to 2011 — and
it has power. It needs to be engaged, honestly, and
listened to.

The third lesson is that aithough the real cause
of the problem is a poorly considered and executed
government decision, the investor company will
be blamed. The new EIA procedure (Article 123)
allows for government to conduct a Strategic
Environmental Assessment (SEA). SEAs allow
for a more holistic review of a project or poiicy,
going beyond the impacts of a single company or
installation, and can also offer the opportunity for
forward-looking public debate. To date, no SEAs
have been done in Myanmar. Indeed the Myanmar
government would be unlikely to find enough money
for professional international experts to conduct an
SEA. But Myanmar’s development partners might

be able to do so. Economic deveiopment - ineiuding
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A barge laden with timber floats down the Irrawaddy River (Image by thaths)

the existing pipeline to China in the area of the
Kyaukphyu Special Economic Zone, where a CITIC
led consortium has won the tender for the port and
industrial complex — cries out for an SEA led by
the government. This process should consider the
cumulative impacts over time and establish speciﬁc
guidelines for investors in the zone.

The proposed dams on the Thanlwin (Salween,
or Nu) River are another candidate for strategic
environmental assessment. They face strong
opposition. The cumulative impacts are of particular
concern, as has been seen in the Mekong. Since these
dam projects are at an earlier stage than Myitsone,

and in areas of active conflict, it would be wiser to
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hold back on these until there is more progress both
on the peace process, and a strategic environmental
assessment of the impacts of multiple dams on

the river. The IFC is Working with the Myanmar
government to build their capacity to promote
sustainable hydropower, and have also establish

a “developers group” for companies, which any
company with an interest in Myanmar hydropower
would be advised to join.

TRANSPARENCY REMAINS KEY

What was lacking in the past was communication and
transparency by investors. The political landscape has
changed. A vibrant public debate now takes place in
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Myanmar, in the official media and on social media.
Companies need to be transparent, or others will
set the agenda. They should proactively respond to
and disclose information, and map and engage with
stakeholders at local and national level, including
the media and critical Myanmar civil society
groups. The answer is not to try to buy support
with highly publicised charitable donations. In the
end, communities want their rights respected, by
culturally sensitive and transparent companies, not
handouts.

Legal requirements for transparency and
engagement remain minimal. The new EIA process
requires disclosure and public consultation. It can
be a communication and engagement opportunity
if done properly, rather than the tick-box exercise
which most companies have done. But EIA-related
consultation is not a replacement for ongoing
contact with stakeholders and local communities. It
is also vital — even if not a legal requirement — for
companies to establish an “operational grievance
mechanism”, an accessible point for communities
to raise concerns and complaints direct with the
company, in line with the UN Guiding Principles on
Business and Human Rights.

Another essential step companies need to take
to reduce their risk is due diligence. This means
due diligence on their business partners, where old
partners with military connections who might once
have brought added value now bring trouble. But it
also means due diligence on human rights impacts,
with a particular focus on land where legacies of land
grabs are difficult to disentangle.

Legal compliance in Myanmar is a challenge.
New and inconsistent laws emerge suddenly
without warning and available only in Burmese. The
Myanmar Centre for Responsible Business has been
advocating for better law—making and also acts as
a sounding board for companies trying to navigate
new legislation. But in the end, during this uncertain
transition, if a company operates transparently
according to international standards it will both
achieve compliance and fulfil what the Myanmar

people now CXpCCt, and dernand, Of investors.
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Can China help Mozambique

fight deforestation?

The southern African country is belatedly cracking
down on corruption and illegal deforestation

Ning Hui

China is the world’s largest timber market and
sources wood from more than 8o countries. But,
according to the Environmental Investigation Agency
(EIA), a London-based NGO, it is also the world’s
largest importer of stolen wood.

On a recent trip to Mozambique, in southern
Africa — where China consumes more than 90% of
the country’s timber, up to half of it logged illegally,
according to the EIA — it became clear that China is
being seen not only driving illegal deforestation, but
also helping with its potential solutions.

More than half of Mozambique is covered
by tropical forests, but the almost 3,000-square
kilometre Gilé National Reserve, in coastal Zambezia
Province, has one of the most pervasive illegal logging
problems in the country.

There, pau ferro (Libidibia ferrea), a protected
exotic tree, is at risk of extinction because ofhigh
commercial demand for its wood. Jose Dias, the
reserve’s warden, told me it is extremely rare to find
pau ferro outside such protected areas.

A trip to the reserve let me see first-hand how
illegal logging works in Mozambique. On arrival,

I saw several rusty trucks parked at the entrance,
loaded with huge pau ferro logs. These had been
seized by rangers, after smugglers had unsuccessfully
tried to steal them from the reserve.

Despite being a habitat for wildlife, including
lions, leopards, elephants, buffaloes and more,
the reserve attracts few tourists due to a lack of

infrastruccure.
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But rangers have their work cut out trying to
counter the many smugglers across the vast reserve.
Since 2012, they have stopped a total of 58 trucks
and 10 tractors of illegal wood. “Many more are not
caught,” said Dias.

In a report from March, Dias described this illegal
logging as “organised crime”, involving collusion with
police, officials, transport checkpoints, community

leaders and sometimes even scaff at che reserve.

THE LOGGER

Before travelling to the reserve, | met in the
provincial capital, Quelimane, with Zambezia’s
head of land, environment and rural development,
Antonio Osvaldo Paqueleque.

A newcomer on the job, he claimed to know little
about the area’s timber sector. But his department
were more helpful, suggesting I speak to Jorge
Bing: the province’s only Chinese owner of forestry
concessions, two of which border the southeastern
edge of the reserve. Rangers had once captured eight
trucks packed with pau ferro “of reserve quality"
leaving Bing’s concession.

Bing has lived in Mozambique since 1973. A well-
known and controversial figure in the provinee’s
business world, he has been involved in logging for
almost two decades and owns seven timber factories.
His family also owns houses and convenience stores
in the city of Quelimane.

Jean-Baptiste Deffontaines, a French technical
advisor from the reserve, described Bing as one of

nine illegal loggers “known around the reserve.”
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Annwaudo Nawea, a timber producer from
Mucucune area, near Bing’s concession — who
admitted smuggling pau ferro from the reserve --
described him as “bad person” who “doesn’t pay in
time.” Another local concession owner told me he
was a “tough man to deal with”.

But Bing himself, a bald man in his early fifties
who was born in Taiwan, told me matter—of—factly
that he wasn’t interested in the timber business
anymore.

We met in a local bar in Quelimane run by one
of his high—schooi classmates, a local Mozambican.
Unlike many other Chinese in Mozambique, Bing
feels very settled in the country. “My ex-wife, from
Mainland China, wanted me to leave Mozambique,”
said Bing. “But how could 1? Everything I own is
in Mozambique.”

As for the timber market, “the entire sector is
corrupt,” he acknowledged, “and there’s no space for
1ega1 work.”

“Because illegal is the norm, the reserve is in chaos.
Villagers, and even the guards in the reserve, all want
to sell pau ferro.” He showed me pictures of pau ferro
from within the reserve and from outside the reserve,
to show the difference in quality. “The reserve has
the best woods and villagers are more than happy to
bring them to us.”

“\X/hy would anyone say no to logs of the best
quality?” He asked me.

THE MINISTER
Celso Correia, Mozambique’s minister of Land,
environment and rural development, said he had
never heard of Jorge Bing, but he knew the situation
in Gilé well.

“In early 2015 when we first came to office,
we decided to conduct an analysis of the current
situation,” said Correia. He had WWF Mozambique
and some local NGOs carry out a survey, which found
“more than 50% of current concessions shouldn’t be
operating.” Following the survey, Correia imposed a
two-year ban on all new concession licenses.

“We are cleaning the house now,” said Correia.
“We just proofed anew Forestry Law which is

going to the Parliament this year. We passed a new

Conservation Law too. For people involved in illegal
10gging —if they’re caught, they’H go to jail for 15
years. Before, people used to just pay a fine.” He also
banned all logging of pau ferro from January 2016.

The challenges of deforestation in the country
weren’t mainly from logging but from agriculture,
and “charcoal production by local communities,” said
Correia. “We need to have a forest that’s sustainable
and we need to have a market,” he added.

For the country’s environmentalists, this was too
little, too late. The new rules came in just as Chinese
demand softened, as the economy slowed and the
anti-corruption drive dissuaded Chinese buyers from
investing in ornate, showy furniture pieces made
from tropical hardwood.

Still, Correia argued that weaker Chinese demand
for timber had made it easier to push through these
tougher laws. With the wood price down, he said,
“there’s less pressure”.

This was not the first time the Mozambican
government had tried to act on logging. As early
as 1999, the government had listed eight species,
including pau ferro, as first-class hardwoods banned

from GXPOI'E n log form.

“Because illegal is the norm,
the reserve is in chaos.
Villagers, and even the
guards in the reserve,

all wane to sell pau ferro”

But the partiai export ban was ineffective. As the
sustainable trade specialist Anne Terheggen put it,
the ban “did not produce the anticipated benefits
of value creation, additional employment and
sustainable forest management.”

As China effectively remains the country’s sole
market for timber, the domestic industry has little
room to manoeuvre. There is lictle processing locally
and much of Mozambique’s tropicai hardwood is

exported to Chinese buyers as logs.
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Corruption is widespread. Bing described
payments being made all the way up the chain, from
local loggers to high-level officials. EIA concluded in
a report: “Mozambique provides a stark illustration
of the chronic failure of forest management
which ensues when China’s insatiable demand for
logs converges with weak law enforcement and
corruption.”

Still, Correia was confident. “After we organise
the industry,” he told me in his Maputo office,
“investors from China, Europe and America will
see then we have a regulated market and that we
have good system. But to build the wood industry in

Mozambique, it will take at least up to 10 years.”

THE FACTORY MANAGER

Late last year in Beira, the capital city of the central
Sofala Province, Governor Maria Taipo visited three
Chinese timber factories unannounced.

From a list of labour violators

The labour violations described by Taipo included
a lack of contracts, uniforms, changing rooms and
even toilets at the factory.

Surprisingly, Lin and his Chinese Colleagues spoke
to me freely, painting a prejudiced picture of the
local workers as “lazy”, feckless and drunk. “They are
different from Chinese workers,” he said.

But when it transpired my fixer, a Mozambican
investigative journalist, was carrying a camera, the
interview turned sour.

We were put on the phone with the company’s
Mozambican lawyer, who suggested we could only
talk to a few workers picked and prepared by Lin.

Still, at the end of the day a large group of workers
were waiting for us outside the factory gates. They
clamoured to tell us that they couldn’t take days off;
even for family funerals; that they were forced to
work when sick or injured; and even that workers

had been beaten for complaining.

compiled by the local labour
department, Taipo had identified
three factory owners she wanted to
take by surprise: Heng Xin, Ming Fan
Shan and Didi Madeiras.

Jaime Chicamisse, head of the
provincial labour department, said
they had already issued suspension
notices prior the gOovernor’s visits,
“but they did not Comply.” Regarding Heng Xin,
Chicamisse told me: “It was difficult for us to talk to
the company; they often hire some local middleman
to handle us.”

The Governor’s visit had the desired effect. Taipo’s
order for suspension was complied with.

I managed to get access to Heng Xin’s faetory, a
few months after its suspension had been lifted. There
I met Lin, the factory manager, who declined to give
me his full name while the owner was away in China.

Lin said it was one of the biggest factories in the
region, employing around 100 local workers, mostly
paid the official minimum wage of MT3,298
(US$67 / 447 yuan) a month. “The governor’s visit was
just a stunt for the media,” he said. “Our company’s

situation was not different from others.”
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“It makes sense that Mozambican

people blame Chinese timber companies
as we did not bring any real beneﬁts to
the locals

2

THE SOLUTION
Correia, the minister, said the solution to the sector’s
problems would also come from China. “As we
organise the sector,” he said, “more serious Chinese
companies will decide to come”.

Zheng Fei may represent one such example. In
cooperation with WWF China, Zheng plans to
build a privately owned “Sino-Mozambique Forest
Resource Ecological Zone” in the northern province
of Cabo Delgado.

Zheng, who arrived in Mozambique in 1998, owns
a timber company called Feishang, in Pemba, the
capital city of Cabo Delgado. He is familiar with the
country’s timber sector and its problems.

“It makes sense that Mozambican people blame
Chinese timber companies,” Zheng said, “as we did

not bring any real benefics to che locals.”
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Local authority measures logs. Image by Jean-Baptiste Deffontaines

According to Zheng, the roughly processed timber
required by the Mozambican government was not
favoured by Chinese furniture manufacturers. “That’s
Why smuggling iogs became popuiar.” His ambition
is therefore to relocate the entire value chain
to Mozambique.

“Cheap labour and natural resources are already
here,” Zheng said. “Manufacturers in China just need
to step in and my industrial zone is going to be their
choice.”

Two days before I met Zheng, his general manager
Zhou Ming took me to the Ecological Zone, in
Mocimboa Da Praia, 300 kilometres north of Pemba.

The 100 square kilometres of land — which Zhou
explained had been acquired from villagers, who
would be compensated, with the support of the local
government — were still largely unused.

There was a singie sawmill and Wood—drying plant,
but they weren’t in operation. There were a few local
workers. Two Chinese workers tended a ﬂourishing
vegetable garden while cooking an unappetising
lunch made from the meat of a pangolin, an
endangered species.

Zhou, in his late 30s, is fluent in Portuguese.

He seemed content and settled and had married a
local woman of Indian origin. “It’s not possible to
bring a wife here from China,” he said. “Girls don't
like Africa.”

The two newiy arrived Chinese workers were
less situated. A few weeks earlier, someone had cut
the wire fence around the factory and stolen a few
planks. Scared that local Viilagers might rob them,
they didn’t go out alone.

According to Zheng7s ambitious pian, the
Ecological Zone and related service will expand
to 300 hectares by 2020, with an investment of
US$200 million (1.3 billion yuan), creating 12,000
job opportunities up and down the value chain,
processing wood for furniture and making as much
use as possible of any waste.

Wang Lei, who works for WWF China — and
provides technical support, as part of a programme
encouraging Chinese entrepreneurs to act lawfully
in Africa — was hopeful about the project, but told
me the major challenge was that the plan relies on
private investment. This “means if the investment
is not realised, then the future of the project will be
unpredictable.”

Still, regarding environmental problems in
Africa, Wang asked pointediy: “Can we change these
companies and make sure they act according to law
without changing the local governing environment?”

“Many Chinese entrepreneurs invest in Europe
and the United States” without breaking the law, said
Wang. “Why are so many Chinese conducting illegal

business here in Africa?”
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China’s deep sea fishing industry
relies on fuel subsidies

China’s distant water fleets would be bankrupt

without top ups to pay for diesel
Feng Hao

China’s central government policy of subsidising
diesel fuel for its fishing fleet has created a
damaging industry that is growing fast despite
being commercially unsustainable, according to
environmental campaign group Greenpeace.

Describing China’s distant water fishing industry
(DWF) as “out of control”, Greenpeace said in an 8
August report that the country’s fleet of 2,460 vessels
is likely to keep on expanding as long as “China
continues to pour in misguided subsidies,” of which
fuel subsidies are “by far the most important.”

China is the world’s largest producer of wild
catch, and of seafood, according to fisheries and
international relations expert Tabitha Grace Mallory
of Seattle-based think tank, The National Bureau of

Asian Research.

INTERNATIONAL ATTENTION

Greenpeace’s report follows a World Trade
Organisation ministerial-level conference last
December secking frameworks to assess the harm
that fishing fleet subsidies are causing to shrinking
fish stocks — which the Global Ocean Commission
estimates have declined 63% since 1950.

China is far from being the only nation to
subsidise distant water fleets. But it has the world’s
largest fleet, and one that is growing rapidly.

Chinese ﬁshing fleets receive a variety of subsidies
but the central government’s fuel subsidy is the most
signiﬁcant. The report quotes research by Everbright

Securities that found fuel subsidies make up on

76 WWW.CHINADIALOGUE.NET

average 80% of non-operational income for China’s
distant water fishing fleets (DWE).

Without it, there would be no profits at the
two major state-owned fisheries firms analysed by
Everbright, CNFC China Overseas Fisheries and

Shanghai Kaichuan Marine International.

RELIANT ON SUBSIDY

The same is true for private companies. “When the
catch isn’t great, the subsidies make up the major part
of your income,” Mr Zheng, a boat owner and deep
sea fisherman for 30 years, told chinadialogue. A large
vessel could get 4 to 5 million yuan (US$600,000 to
US$750,000) in subsidies, while smaller vessels might
receive 1 million yuan, he said.

Zheng fishes from Zhoushan in Zhejiang province,
southeastern China. The country’s largest fishery is
offshore, and the port is also a national centre for the
distant sea fishing fleet, a term for boats that fish the
deep sea and in other countries’ waters.

Li Shuo, author of the Greenpeace report, said
subsidies are not strengthening the industry and
using taxpayer’s money to prop up unprofitable
businesses makes no sense.

Furthermore, the number of deep sea fishing
vessels is far above what the environment can cope
with. The industry is caught up in a cycle of low
proﬁtability leading to high subsidies, which again
leads to lower profitability, he said.

Subsidies cover the extra cost of diesel when

it rises above 2,870 yuan per tonne (US$432), and
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the total cost if it rises above 5,070 yuan per tonne

(US$763), Greenpeace says.

SPIRALLING COSTS

Total payments have risen almost 10 times from 281
million yuan (US$42.2 million) at the outset in 2006
to a huge 2.68 billion yuan in 2011, when official data
stopped being published, says Greenpeace. Mallory
has estimated the cost ac US$6.5 billion in 2013, in
recent research published in the journal Marine
Policy.

The giddying increases are due to the growing
number of boats, up more than 25% in two years
from 2012 to 2014. Two thirds of new launches
were in Fujian and Shandong provinces in eastern
China, where local government subsidies create
extra incentives, and more expansion is planned.
“Everyone knows fisheries are shrinking overall, yet
the number of deep sea fishing vessels is increasing,”
said fisherman Zheng.

Mid-summer is the closed season offshore of
Zhejiang, yet the harbour is lousy with boats landing

catches from the Pacific, Atlantic and Indian oceans.

WORKER PROTECTION

The ﬁshing industry’s fuel subsidy originated to
protect vulnerable groups during fuel price reforms,
Professor Wang Yamin of the Marine College

on Shandong University’s Weihai campus, told
chinadialoguc. Highway maintenance fees were folded
into fuel prices, so fishing vessels got a subsidy to
counterbalance the extra burden.

The policy was confirmed in a State Council 2008
ruling protecting fishermen, grain farmers and those
on low incomes.

However, Mallory’s analysis found China’s fuel
subsidies aims to increase fishing industry capacity,
which conflicts with its policy ofprotecting the
marine environment. A quantitative analysis
found that 95% of fishery subsidies were harmful to
sustainability and would in the long term reduce the

economic Vialoility of the ﬁshing industry as a whole.

CARBON SUBSIDY
Greenpeace’s Li argues that ﬁshing fleets’ diesel
payments are a form of fossil fuel subsidies.

The December 2015 Paris Agreement on climate
change included national pledges to curb greenhouse
gas emissions, and “elimination of inefficient fossil
fuel subsidies” was a hot topic at the G7 summit in
May 2016 and G20 energy ministers meeting in June.

“Fuel subsides are a subsidy of fossil fuels, and that
means it’s an environmental protection and climate
change issue,” says Li, suggesting subsidies should
be replaced gradually, while taking into account the
reasonable needs of vulnerable groups.

With ocean ecosystems declining, international
pressure is growing to take their protection more
seriously. Bian Yongmin, a professor at the School of
Law at the University of International Business and
Economics in Beijing, has said it is not a question of
whether changes are needed — it’s a question of what

changes le’ld Wl’1€n.

SIGNS OF CHANGE

China’s government is also sending supportive
signals. In 2015 the Ministry of Finance and Ministry
of Agriculture issued a notice on changing policy

on subsidies, noting that since 2006 fisheries diesel
subsidies have distorted pricing and conflict with

a policy ofreducing boat numbers and shiﬁing
fishermen into other sectors.

New regulations will decouple payments from the
amount of fuel used, and savings will help workers
find other jobs and the development of sport and
sustainable fishing, the ministry says.

The latest policy target is to see at least a 20%
drop in ocean catches by 2020. “Reducing the number
of vessels, moving workers into other sectors, and
gradually doing away with diesel subsidies are all
complementary to sustainable development of the
fishing industry” said Fan Xubing, chief marketing
consultant for the China Aquatic Products
Processing and Marketing Alliance. “It’s a very
compleX issue, and all cthe different policies need to

be in line with each other.”
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How Africa is changing Chinese

oil companies

Conflict in Sudan and South Sudan has forced Chinese and
Indian oil companies to become more responsible global citizens

Beth Walker

Sudan’s civil war and American sanctions against
Khartoum in the 19908 opened the oilfields to China
and India. For more than a decade, Sudan fuelled the
rise of these national oil companies. But the political
turmoil and bloodshed over the division of Africa’s
largest country, and the birth of South Sudan, sent
Chinese and Indian diplomats scrambling to protect
their interests and bring an end to the conflict.

In his new book, The New Kings of Crude, Luke
Patey describes the oil barons of India and China
based on seven years research travelling between the
Sudans and Beijing and Delhi where the state-owned
oil companies have their headquarters.

He talked to Beth Walker about how Chinese
oil companies have been forced to change their
approach.

Beth Walker: Amid the intense debate about the
impact of China and India on Africa, you argue the
influence of Africa on China and India has been
neglected. What do you mean?

Luke Patey: Indian and Chinese large
multinational corporations have used Africa as a
launching pad into the global market place and to
make the first big foreig n investments overseas.
Sudan was the first place the Chinese National
Petroleum Corporation (CNPC) — China’s largest
national oil company —made a large scale overseas
investment. Sudan and South Sudan acted as
a vehicle for the company to test its international
competitiveness. So Africa has really been a training
ground for large state owned Chinese and Indian

corporations.
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BW: How has this shaped the way these
companies behave?

LP: Sudan and South Sudan was the crown jewel
for Chinese and Indian national oil industries for
over a decade (from the late 1990s until five years
ago). In recent years, the insecurity and political
instabilitcy CNPC faced in Sudan and South Sudan
has left a lasting impact on the company.

They made hard and soft changes to their security
policies based on their experiences ofkidnappings,
violence and theft in the Sudans. They installed early
warning systems in overseas subsidiaries and carried
out security training for international staff in how
to respond to kidnappings and other incidents. But
more significantly, they started to change their soft
approach and engage politically overseas to improve
security. They stopped simply relying on the host
government and in recent years they've started to
increase their dialogue with local communities,
media and civil society. They’ve taken part in
corporate social responsibility workshops hosted
by international NGOs and Sudanese civil society,
engaged international risk consultants and really
opened up as a company. This is all quite a big step
for a large closed state owned company in China.

The Sudan experience also caused Chinese and
Indian national oil companies to rethink their
overall investment strategy. When the oil companies
started to go out and invest abroad for the first time
in the 19908 they focused on countries like Sudan,
Myanmar, and Iran, where there was little western

competition, to get a foothold in the international
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Sudan has been a training ground for large state owned Chinese and Indian corporations to test their
international competitiveness (Image by ENOUGH Project)

oil industry. A decade later they found they’d over
invested in these trouble spots — and when things
flare up — like conflict and civil war in Sudan and
South Sudan —oil production and revenues were
devastated by oil shut downs. So now they’re
pursuing a diversification strategy, trying to move
into the US, Canada and other stable

in China. These changes will probably have a big
lasting effect on how companies and how they behave
abroad. If the government and Xi Jinping decide to
put pressure on the state owned oil companies to
improve standards in China it will have an effect on

companies overseas as well.

countries in the hope of balancing their
international portfolio.

BW: Has public pressure in China
and abroad affected companies’
behaviour, or have these changes
been driven mainly by an economic
imperative?

LP: It’s a little bit of both. The public pressure
internationally and particularly in the US over the
role of CNPC in the Sudans created an economic
imperative for the company in the sense that they
find it hard to invest in the US. For example, Chinese
companies would like to be more involved in the
shale oil and gas boom that is going on right now in
the US. But their involvement in the Sudans has fed
opposition against 1arge scale Chinese investment in
the US.

I think there is an amazing dynamic underway in
China now with the pressure on these corporations to

be part oi‘improving air and environment standards

“The Sudan experience caused Chinese
and Indian national oil companies to
rethink their overall investment strategy”

BW: Have the Chinese government’s Voluntary
guidelines for overseas companies had any impact?

LP: I think the big chaﬂenge right now for the
Ministry of Foreign Affairs and the Ministry of
Commerce is to try to coordinate between the
diverse set of Chinese companies in Africa that
are foﬂowing their own narrow interests. I think
that the Chinese government is trying to improve
dialogue with these companies, pass corporate social
responsibility policies and suggest how they should
behave. But there still isn’t much coordination. The
national oil companies are very strong at home in
China. CNPC used to be the Ministry of Petroleum
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and Sinopec was once the Ministry of Chemicals—
and they still have strong role in the government and
the communist party.

BW: What about the human and environment
costs of the oil industry in Sudan and South Sudan
and China’s role in this?

LP: I¢’s unfair just to focus on China’s role in the
environmental degradation that's come with the
development of Sudan’s oil industry. We often blame
Chinese corporations because they have poor track
records at home and they are repeating this behaviour
overseas. But there has never been strong governance
over the oil industry from the government in Sudan
and South Sudan. Both countries have prioritised
the industry over any sort of enforcement of
environmental or social measures that might slow
down oil production and revenues. Chinese national
oil companies in Canada, for instance, and other
places where there is scronger regulation, have largely
managed to follow laws and regulations quite well.

Without regulation the oil industry in the Sudans
has disrupted local livelihoods in different ways.
First of all when companies do seismic surveys for oil
exploration they carve up kilometres of territory and
sometimes destroy farmland in local communities
and road construction has dammed water flows and
upset irrigation. There are no mechanisms for local
communities to complain against Chinese companies.

The biggest negative environmental impact has
been the dumping of wastewater from oil production
which has killed livestock, caused illness among
locals and built resentment against the companies
on the ground (and its mainly Chinese companies
who are active in the region). They’ve begun to notice
this resentment and want to improve their record
in environmental areas as well. But you can’t expect
even the most advanced western oil company to self-
regulate. Chinese companies need a strong Sudanese
government with a clear set of regulations to follow
and repercussions it they don’t follow them like any
oil company does.

BW: Are there any major differences in the
approach of Chinese and Indian companies?

LP: CNPC and other Chinese national oil
companies have a more comprehensive approach to

international investment than Indian companies.
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When CNPC invests overseas it brings along

the whole value chain for the oil company -

a construction subsidiary, a catering company - while
the Indian companies, like western companies, are
mainly focused on oil exploration and production.
This has proven to be a big advantage for Chinese oil
companies in countries that lack infrastructure.

The Chinese oil companies have been able to make

a lot of profit because they’ve been able to offer

a range of other services to African countries, such
as road construction, building facilities, camps for
workers etc.

BW: What major challenges did you face carrying
out the research for this book?

LP: At first it was very difficult to make contact
with the Chinese national oil companies to speak
to me. They were quite closed to meeting with
researchers and journalists because they didn’t have
much experience of dealing with outsiders and were
suspicious of my intentions. It took me around
three years of travelling back and forth from Sudan
to meet anyone from CNPC. But it was remarkable
by the end of my research — over a seven year period
— how CNPC opened up not only to me but to
other researchers and journalists. Because of their
security problems and the public pressure on the
company they realised they had to become part of the
conversation and give their opinion.

BW: How has Xi Jinping’s anti-corruption
campaign affected oil operations?

LP: It’s had quite a significant impact on CNPC.
Dozens of managers and executives have been
detained. So many people have been taken by the
corruption probe that CNPC has people waiting
in the wings to replace executives if they are taken
]:)y the probe. It has stalled foreign investment too.

A big investment in the oil sands in Alberta which

PetroChina was supposed to make earlier this year

was stalled during the negotiations after the CNPC
country president was detained.

But in the long run, a scronger more efficient
CNPC could emerge, one that works more Closely
with the Chinese government than in the past. CNPC
has been known for acting on its own and at times
thumbing its nose at regulations atc home and abroad.

This might Change Nnow.
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lllegal mining for Chinese market
fuels Taliban in Afghanistan

China can help reduce conflict driven by mining of

lapis lazuli in northern Afghanistan

Stephen Carter

For 6,500 years Afghanistan has been famous for the
brilliant blue lapis lazuli, coveted by everybody from
the Egyptian pharaohs to the common jewellers

of today.

These days mining of the precious stone is funding
illegal armed groups and driving extremism and
corruption in the northern province of Badakhstan, a
two-year investigation by Global Witness, a London-
based campaign group, has revealed.

China — as the major end market for the stone — is
in a strong position to help end that threat.

About US$200 million (1.3 billion yuan) worth
of lapis was exported from the mines in Badakhshan
between 2014 - 2015. Much of that stone passed
through Pakistan to China, where it is used to
make jewellery.

Mining has the potential to generate large amounts
of revenue and growth for Afghanistan. The country
is one of the poorest on earth. The World Bank
ranked only a dozen countries whose per capita GDP
was lower than Afghanistan’s in 2014, but it is rich in
minerals. Badakhshan especially has few other sources
of employment.

Instead, Afghanistan’s riches have proved to be a
poison. In Badakhshan, the mines are a prize fought
over by armed groups. The government lost control
of the lapis mining district more than two years ago
to an illegal armed group led by a former local chief
of police, but even before this, the industry produced

liccle or no taxes.

The real beneficiaries of mining have been the
Taliban, which has flourished in the environment of
conflict, weak governance structures and corruption.
They are also tapping a growing share of the revenue
from lapis.

In 2014, the Taliban received US$1 million in
payments from traders and the illegal armed group
controﬂing the mines, according to diplomatic
reports. This grew to about US$4 million in 2015
and now the Taliban receives more than 50% of
the revenues from the precious stone — possibly as
much as US$6 million a year. The mines have helped
turn the province of Badakhshan, which was once a
heartland of the anti-Taliban resistance, into one of

their strongholds.

“China has more reason than
most to want Afghanismn to be
prosperous and stable”

Badakhshan is also home to a small group who
have declared loyalty to the Islamic State — although
it is unclear just how strong or real their connection
is with the main Islamic State movement in Syria.
This group includes ﬁghters from many countries

around the region, including from Xinjiang in China.

WWW.CHINADIALOGUE.NET 85



FREEBZZANRE: ZENE CHINA REMAKES THE MAP: GREEN PERSPECTIVES

While there is no evidence they receive funding
directly from the mines, they do have a close
relationship with the Taliban. It is clear that the
abuses around the mines are not just a matter of’
development or morality: they are a matter of
security and stability.

Badakhshan is a microcosm of the wider problems
across the country, where there are thousands of
mines outside of government control. Mining is
estimated to be the second largest source of income
for the Taliban after drugs. There is a very real risk
that the country could fall prey to a prolonged,
resource-driven conflict like those that have affected

parts of Africa.

CHINA’S PROBLEM

With a common border with Afghanistan, China has
a more direct interest than many countries. It has
long sought to cast itself as a strong champion for
peace and development, and has an important role in
current efforts to start peace talks. All that could be
put at risk loy Afghanistan’s domestic conflict.

But China is also well-placed to reduce this threat
of conflict. With its unique and strong relationship
with the Afghan government, it can ensure that
reforming the mining sector is on the agenda, and
press for decisive policy action. This is in line with
the Afghan government’s declared intentions.
President Ashraf Ghani has warned of the dangers
of an Afghan “resource curse”, and the Afghan
government has taken some encouraging initial
steps, such as signing up to the Extractive Industries
Transparency Initiative.

While the challenge is great, there is much
that can be done. First and foremost the Afghan
government should make mining areas a much higher
priority for its security strategy. But as Badakhshan
shows, government control is not enough — what is
needed is the rule of law.

To do this the government needs to strengthen
transparency, by amending the law to require
publication of data on mining revenues and
production, to make contracts valid only after
they have been made public, and to set up a single
transparent account for all extractive payments.

The government has committed to a public register
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of the owners of mines — a measure which should
be implemented as a matter of urgency. Finally,
local communities should be given a percentage of
the revenues from legal mining as a matter of basic
justice. All this could change the political dynamics
around mining and improve security.

China, as the main market for lapis, has another
powerful tool in its hands. Without buyers the
armed groups that control the mines will see their
power crumble. If Chinese companies, with their
government’s support, refuse to import lapis that is
mined illegally or contributes to armed groups, it
will create an irresistible incentive for reform. This
sort of due diligence is precisely what recent Chinese
industry guidelines call for. Putting this guidance
into practice would benefit not only the Afghan
government and the local people, but China as well.

Afghanistan’s enormous mineral wealth has
become a major threat to the whole country. China
has more reason than most to want Afghanistan to
be prosperous and stable. Its special role in Afghan
mining gives it a unique opportunity to head off a

danger that could so easily turn that dream to dust.



R RESOURCES

FREDKiEL Y% 5k a = e il

fEEAFEREE, FEKERIERITMHX

S
(A Y]

/
/

B
B
i

\//i

/

¢
¢

JEHE3ER], hERTTESGE T O
FI7KIEAT . 2013 5220154E ], | T 7k Jeh
Y= REr B, HhE SRS SR H O R
BEE O, AERRE TR T LRI /KT T
], HEShEE e [ A K R T A

AP S A Il ) FEL A A R AR L2 ARME P
f, AR S, T ELIGHT FE 8 H 5 3T
HAHT s R, A2 mis i (IRRTRERY £
Wl BB, sUR SN IES M. K
Jedk 2 2Bk R BT —, 2 A
W Fi) F BRI TE R EAEH E R
— G

FIRT, A AR IR AR A BRI A 47K
Te g m HIe R degsmy iy, ks e H K
UFAF /N 20 T B A BRI ] [
IKIETATIR , JEWRIBIEIK, 0 b
fls i X PR E DRI Z 18] HE AR se4e . iof
BRI T IR S SOE T L

B e O Y A PEAE R IR 5 s
o RAEZHANE, 210, KifdE, FE
TSP T e e 199V IRERARAR S, 55 e fir
SRR — P hsr R A, A A
KAWL, 20005 A E1E P 2B MR 24X
139570, RHES SC AN BT, AiEas s
RAVIRPHRCR TR, B Ry m5 . A
I, 2000201445 [A] 5575 e H 85T AEHEHOR AR
EE] 6% LA Eo (HIXAEZAKIHZESS, A
FOVEGERA R, BT, WY TIPS
FRE T O E A AR BERS50% , XS TTRY
fiEATRES AT 2. BRItz oh, ARAETNEaIY
HE PR32 B Y E EON R

B e T A /KA Tl B AR R Y
R Iisshi sz rhdi. 20134, ZEKIE ™
/N, BT, MBI R
B S BR300 7 I o

SRR, A E N2 AT R AR Y
PRI R I, KM IR 2 . 2011222013
IR, P EKIET HZY66(LmE, T S E A
20 LBy ZKI AT i o

2248 2 BEIR KR T H

HAG, o EBUG I sc R A 2R A i
PR~ RERZ R Sh e IX—DRAE AL N P — 77
BB EEALSG . BRI S
BRSSO EAE IS AR
BRI E AT . A% 2 S X — Bl
A2 —, R EFEA R S AR X
[ERZENS R G

SR, BATRMES i — BB WO RS
R RNl Eca e (NP EI AR ER:N) AU
— 7T, 20134E9 F SRR B rO i H B
IR ETN 2, TIEXUTEE T RE
ol THH « ERMEBA PR 25", X
Leni HyIH o B HR s, REHEPTR
L EJE R RO B S I T
B HIRRAE . (HRAE20114E, i Tt E4TT
BRI H BT SR o

ADHERTE OES B L, THIERS
HOCHHEIGEAKJE T, HEIERRR (it
RUSRfr) A DBULK, HbicE 2r02
HKIE . L FI T 201 ER B2 ML, ARMEAERS
T TR P AL o A S s R 1207
MERKIE) T, XA E R RN

WWW.CHINADIALOGUE.NET 87



FREEBZZANRE: ZENE CHINA REMAKES THE MAP: GREEN PERSPECTIVES

20164E3 1, HEPfE ARy S8 — 511207

R 7K AEZ E LR o 550 R/
FIAEFT/RIE) TR T4 S I LA R ok
TP WA, WL —AE KA
A AT B SO KL AR R TSR
EON60 TR IKIE A 2, BT 201554 AN
B AETHR, %L B Re K24~
150 7 mg e oA ST E SRk R
BIAAIRE . (HRZRER L M7 B o

HrEKE T LA AR Aol
MRHC L) SRR sEREMRA T RESOAR, 2T
AR IR AT ERE, X4
R B HR AR B A S s T i e i
B A 2 BT A/ NEKJE ) AHBE T T A
IMREMB AT AR fa . BUG TARE
WA JEEAT Rt AR ST A A TARARAE T o

B L) RPAT DA R]  HE o B RIS R
Al S G T WA — IR R, BRI H
BNAETF—ENEN T . b sEi, B
ST A KR AN R e e T e L [ A R R e I
HIMTAS Ko AT, H ] 2 BRI (2%
= A BT

B e A AR e [ Aol R RO AR AT
O A 5K o AR 7R T AR 1 v
B E Aol S B R A B Aol AR R
VOGS A i . B e B &AL
RAGOL, AT RERS H T oA ) L i s R JRE A

=

5] o
ANSHOAE A A B S
FENe R, EHIKIERN, HORYS L

J R 1000k P fr . B B 21K

S EARER T H , AT A
SN, WATEN AEETRAAE, X4
W AFAR E AL G At AN A o TS
B ANEENFAREAMA S 575, Bk
T TR R E A 2t aeoh,
BBV LR PR T TR
ATINIEDL, REVEIRZ & e ML
TREEARMEHEANM. S8, taPE AR
AR BN 57 5 TAE

88 WWW.CHINADIALOGUE.NET

Hr I A

A TRBEP IR, B e g
Yl IEAE R, T ULt 2 Bl iX—
BERIBI 2 —o AHEES FHHE AT
/N TCR AN, AR RERR DR AE el H At
A R TR A 7 b oMl A 6 A T D D 35 o

A PP SR T E A T B O
H P HAR X SRSE b, A HREARIE
SO TR E KR EAIT IR 2Rk e
I ERETT 5 /RS LA S 205 v i
oAb, B OHTHIBUM th )48 20204 5
A E R B K e T

HIRGIE AR HE, TEML AT
AR A BT XA Tl =
AR TS LRI TR ELR
s A E AR Al 8 S L R 5
Fro
B, BEE NS E, A
TR E AR, AR BT TR
N BB SRR Z 5 S I E
— R BT . AN, ETHEE,
] Ao Ml A R 7 B 2 s S R, BT
R TS XU o FE T vy e /K A
EBGH 75 S SRR PEIL R AT R K
Heo ZamfensdiEds, BOHRYRIAZARE
Wb o e AR S AL ) SE B i Y
CiEiB AL

A, SR AFRENIHZE A . e
Sk, FRAEHE R B P R 57 TILECE T
b, AIRESEUZH X RYZKTe TR R R 9D
X —IGth  HUE T S AR LS T R B e Y
LR HBURIE RN, AERKJe i & AR
BB F BB BRI ST .

LR AR T ks . R LA
S A THEEBURIAE A K 9 T H AR E BT A TR o
AKIENERNIZ E DA LA A R Tl —,
X E R E I G B+ R, (H
X EGE AT AR IH IR, B M A
S LEBUR RIS



ZJ8 RESOURCES

China shifts polluting cement

to Tajikistan

Chinese cement companies are scouring Central Asia
for new opportunities as profits dry up at home

Dirk van der Kley

In the space of three years, Chinese investors have
transformed Tajikistan’s cement industry. A handful
of new, large Chinese-funded cement plants increased
Tajik production of the material fivefold between
2013 and 2015, amid huge overcapacity in the
Chinese market.

Chinese cement companies are facing a tougher
time at home, as profics fall and less efficient, more
polluting plants are forced to shut down or pay the
costs of environmental damage in the wake of new
laws and a crackdown on pollution. Cement is one
of the world’s most polluting industries and a major
source of carbon dioxide and smog that is causing a
health crisis in China.

Chinese producers are now scouring the world
for locations where cement prices are high and local
competition weak. Tajikistan fits the bill for a small
number of Chinese investors. However the country’s
tiny domestic market, rampant corruption and
increasing competition from Chinese cement plants
across Central Asia has limited opportunities for
furcher expansion.

Tajikistan is the poorest of the former Soviet
states. Mountainous and landlocked, it borders China
to the east and Afghanistan to the south. After the
collapse of the Soviet Union in 1991, the country
struggled to support itself as a newly independent
state. Living standards deteriorated and by 2000
GDP per capita dropped to just US$139 (927 yuan).
Large numbers of Tajiks left to work in Russia’s
booming economy and send money home. As a result,

the Tajikistan €conomy grew at over 6% per annum

between 2000 and 2014. But the country remains
poor with limited industry. Currently remittances
comprise as much as 50% of GDP, though estimates
vary. Beyond this, cotton and aluminum exports are
major sources of revenue.

Tajikistan’s cement industry suffered from post-
Soviet de-industrialisation. In 2013 the country
produced a miniscule 30,000 tonnes, with about
3 million tonnes imported from Pakistan, Iran
and Kazakhstan.

At the same time China’s domestic cement,
like many other industries, is Vastiy oversupplied.
Between 2011 and 2013, China produced more cement
than the US did in the whole of the 20th century -
approximately 6.6 gigatonnes.

CHINA’S EXCESS CEMENT ALONG

THE SILK ROAD

The Chinese government is now explicitly supporting
Chinese producers to move excess capacity offshore.
It is seen as one of the major planks of China’s “One
Belt, One Road” (OBOR) initiative - a plan aimed

at improving infrastructure and providing a huge
market for Chinese investment across Asia and
beyond. Central Asia is one of the key regions for the
initiative as it can provide an overland pathway to
markets in Europe and the Middle East.

However, it is difficult to gauge the impact
OBOR has had on Chinese investors in Tajikistan.
On the one hand there have been numerous
industrial processing projects signed since Xi

Jinping announced the “Belt” component of OBOR
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A cement factory 25 kilometres north of Tajikistan’s capital, Dushanbe (Image by Prince Roy)

in Kazakhstan in September 2013. But these may
have been proposed anyway. Moreover, the two
main Chinese cement investors began laying the
groundwork for their projects by 2011, even though
they both now brand their projects as “OBOR”.

While a handful of Chinese investors have signed
agreements for cement plants in the country, only a
small number of investors have actually constructed
plants of any scale. The most prominent investor,
Huaxin Cement signed an agreement to build a 1.2
million tonne per annum (mta) cement plant near
the capital Dushanbe in 2011 and was Huaxin’s first
overseas project.

A second 1.2 mta Huaxin plant opened in northern

Tajikistan in March 2016 and a smaller Huaxin
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plant is scheduled to open in the southern city of
Dangara later in the year. Another joint venture
between a private Zhejiang producer and domestic
producer,Tajik Cement, opened a 60 mta cement
production facility in April 2015. It is rumoured

this plant will expand capacity to L5 million tonnes
per annum. There have been numerous other
announcements for future Chinese cement plants but
it remains to be seen if these materialise.

The Chinese cement plants mainly use coal for
their fuel. The companies claim that their plants are
using advanced environmental and energy saving
technology, without specifying exact standards. It is
almost certain that they use cleaner technology than

the small pre-existing cement plants in Tajikistan.
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However enforcement of environmental regulations
in Tajikistan remains lax and limited government
transparency makes independent verification difficult.

The new plants seem to be proving profitable.
Huaxin vice president and deputy general manager
Wang Ximing said in an interview that its initial
project was profitable within its first year. He added
that prices are much higher in Tajikistan than China
or even Southeast Asia. Moreover, major Chinese
cement investors receive tax concessions
in Tajikistan.

Chinese companies in Tajikistan also face less
hostility than in other Central Asian countries. In
Kyrgyzstan and Kazakhstan, protests against Chinese
companies, and laws perceived to benefit Chinese
companies, have been relatively commonplace. These
have not materialised in Tajikistan probably due to
greater levels of autocratic control.

There is palpable concern that Chinese companies
don’t employ enough Tajiks. Huaxin, for its part,
argued that its first plant would create jobs for

1,000 locals. From various visits to

reportedly begun trial runs of exports to Afghanistan
as well as Kyrgyzstan and Uzbekistan. Furthermore
the Tajik government seeks to become a net cement
exporter by 2020.

But there are limits. First, Chinese companies are
promising to build cement plants across the region,
and so could find themselves in fierce competition.
Wang Ximing of Huaxin already ﬂagged the need to
avoid excess competition between Chinese firms
in Tajikistan.

Second, corruption inhibits Chinese investors in
the country. Interviews with Chinese investors in
Tajikistan indicated that they faced petty corruption
in many of their daily business interactions.
Moreover at a project level, it is necessary to navigate
Tajikistan’s web of patronage or risk being shut
out of the market. A Chinese investor Shangfeng
Cement was forced to cancel a cement project
with a local partner after it failed to receive the
correct documentation from the Tajik government,

according to a company announcement.

Chinese industrial projects, I have
observed a mix of locals and Chinese
working. This mix varies by industry
and company but Tajiks are often
employed in the unskilled labour jobs
while skilled workers and engineers
tend more often to be Chinese. There
are exceptions — a quick LinkedIn
search of Huawei Tajikistan reveals
numerous Tajiks Working in senior engineering and
management positions. Of course, unskilled Chinese

labourers can be found in Tajikistan too.

MARKET SATURATION IN CENTRAL ASIA
Tajikistan is experiencing a construction boom in
the major cities funded by remittances from Russia
and corruption seems to be driving this increase.
Regardless of growth, Taj ikistan’s small market is
no solution for Huaxin’s or other large Chinese
producer’s domestic woes.

One solution is for Chinese companies to export
their product to other parts of Central Asia. In
fact Chinese cement producers in Tajikistan have

“Cement 1s one of the world’s most
polluting industries and a major source
of carbon dioxide and sMog that is
causing a health crisis in China”

Finally, economic instability remains a problern.
Remittances from Russia have fallen across
Central Asia in recent years. This could lower
regional demand for cement. It has also led to
large fluctuations in the Tajik Somoni’s exchange
rate which Huaxin reports as having a “fairly large
negative impact” on its profits.

These challenges mean that most of the casy
proﬁt—making cement projects in Taj ikistan could
already be taken. But though the short term benefits
for Tajikistan are aiready palpable — cement is one
of the few industries thriving in the country — this
boom could rapidly peter out leaving the country

with stranded concrete assets to clean up.
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Bai Shan Lin: the Chinese logger with
multiple interests in Guyana

Government must enforce laws to ensure forest
conservation as dominant company transfers interests

Janette Bulkan

The victory of the A Partnership for National Unity
(APNU) coalition in Guyana’s May 2015 elections
signalled the end to the uninterrupted rule of the
Progressive People’s Party (PPP) that had begun

in 1992.

Many also expected an end to the preferential
treatment given to partially state-owned Chinese
iogging company Bai Shan Lin (BSL), which in 2007
began operating in this small but resource-rich South
American country nestled between Venezuela and
Suriname on the Caribbean coast to the north
of Brazil.

The APNU coalition had promised during its
election campaign that the “rule of law” would prevaii
under its watch, and that companies benefitting from
Foreign Direct Investment (FDI) agreements would
have to comply with both the terms of their contracts
and Guyanese law. Yet Chinese companies, such as
BSL, continue to dominate.

Understanding Why means taking into account the
country’s recent political history and unique ecology.

Global Financial Integrity, a US-based non—profit,
found Guyana among the top 25 of 82 countries
surveyed from 2008 to 2012 for illicit financial flows
(IFF), estimated at 17.3% of its GDP and 16.4% of its
total trade.

Over that period, Guyana’s GDP per capita
was US$2,866 while its [FF per capita was US$495,
placing it at number five in terms of IFF relative to
population. It wasa regionai outlier, being the oniy
Caribbean country and one of two South American

countries in the top 25.

Guyana has abundant tropical forests with
unique varieties of timber inciuding greenheart
(Chlorocardium rodiei), darina (Hymenolobium
flavum), purpleheart (Peltogyne venosa) and wamara
(Swartzia leiocalycina), which are highly sought-after
on the Chinese market.

Aside from logging and log trading, Chinese
companies are also prominent in construction,
retail and other commercial sectors. BSL provides
one illustration of how the new government is
not enforcing the rules to ensure the fair award of
contracts or the sustainable management

of resources.

HEAVY SELECTIVE LOGGING

National forest policy and the voluntary codes of
practice for timber harvesting require the Guyana
Forestry Commission (GFCQC) to set species—specific
harvest rates so as to conserve viable populations of
commercialiy desirable and ecoiogicaliy important
trees and ensure sustainable timber production. This
has not been done.

On the naturally infertile soils of Guyana, some
of these trees grow in Single—species clumps or groves
known locally as ‘reefs’. These are very susceptible to
over-cutting unless rules on maintaining an adequate
distance between tree stumps are carefully observed.
There should be no heavy feliing in these Clumps.

Guyana’s tropical timber is in high demand from
factories in China of BSLs associates and other
buyers, owing to its hardness, heaviness, dimensional

stabiiity (it does not shrink or swell) and dark colour,
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desirable for luxury furniture and impact-resistant
wood floors.

These timbers are also slow-growing, so
conservative harvesting should be the norm. But in
practice, BSL and the tree fellers from whom it
purchases logs have been cutting smaller and smaller
trees, as log diameters recorded for tax purposes
show. There is no regard for the provision of the
next crop. This means the next harvest cannot be
felled for many decades, perhaps hundreds of years,
which entirely contradicts the policies and rules for
sustainable forest management.

The GFC has been aware of the importance of
preventing the unsustainable feiling of the most
profitable of Guyana’s more than 1,000 species of tree
since the 1950s. The huge profits that can accrue from
exporting top timbers as logs to China enable BSL to
Ppay its way past ofticial rules. Penalties for breaking
the rules provide scant disincentive since they are too
small and are not always enforced in the case of large

and politically-connected companies.

CONNECTIONS

The Guyanese government has been and is accused of
acting in collusion with BSL, allowing the company
to contravene local laws and get around logging
quotas by purchasing from small loggers associations
(SLAs) and exporting under their names. Local
media have reported a number of cases of alleged
Wrongdoing.

In late March 2016, Joseph Harmon, minister of
state in the office of Guyana’s president —de facto
the country’s second most powerful leader — went on
an official visit to China accompanied by “business
advisor” B.K. Tiwari, independent press reported.
Tiwari is a controversial businessman who had had
close links to the previous PPP government, and is
embroiled in a number of court cases with Bai Shan
Lin over illegal land deals.

Following a public outcry, and before Harmon
had returned to Guyana, president David
Granger pubiiciy rescinded the “business advisor”
appointment that Harmon had apparently conferred
on him earlier in 2016.

Shortly after the affair, Harmon reportedly told
Guyana Revenue Authority (GRA) officials to abort
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an ongoing operation aimed at repossessing three
luxury vehicles owned by BSL, on account of non-
payment of taxes. Again, presidential intervention
quickly followed, with the assurance that the GRA
would operate without political interference.

“The GRA is going to carry out its duties and its
responsibilities, and it has recommitted to doing so
without fear or favour,” Rawle Lucas, chairman of the
GRA said in response to the allegations, adding; “we
are all about restoring confidence in this agency and
ensuring that mistakes of the past are not repeated.”

A photograph also appeared in Kaieteur News,
one of Guyana’s two independent newspapers,
apparentiy taken on 27 March during the China trip,
of Harmon in a private jet flanked by Chu Wenze and
Chu Hongbo, of BSL., and Su Zhirong, of Rong-An
Inc., the second biggest Chinese logger and log trader
in Guyana.

“The picture by itself, of course, is a very
uncomfortable one to look at,” admitted Raphaei
Trotman, the minister for forestry. Harmon finally
issued a statement which claimed inter alia that the
Chinese Ambassador to Guyana had arranged the
private jet trip for him to visit Long Jiang Forestry
Industries Group, a company based in Heilongjiang

Province, in northeastern China.

“Local media have
reported a number of cases

of alleged wrongdoing”

The Long Jiang group is a state-owned company
that had acquired 55% of the shares in Bai Shan Lin
and intends to fully take over the company in 2016.
Any such acquisition of BSLs iogging concessions
would require prior presidential approval under
Guyanese law. There is no evidence that this has been

granted.

BSL'S INTERESTS
BSL has misused its FDI concessions from the Guyana
government to expand its portfolio of business

interests. In 2007 BSL declared its intention to invest
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US$100 million in value-added wood processing at
two locations. Nine years later, there is still no wood-
processing factory.

BSL has since acquired interests in gold mining,
transporting sand and stone, barge construction for
transport of logs and quarried stone, selling duty-free
imported steel, real estate, construction of residential
housing, a government ministry car park and a
shopping mall.

In 2007, BSL said it had rights to log 400,000
hectares of forest in Guyana. By November 2012, it
claimed to control 950,000 hectares of forest although
the GFC only counted 627,000 hectares. Independent
calculations showed that the figure was closer to 1.5
million hectares.

Many of the 200 vehicles imported duty-free for
use in BSL's wood processing factory were actually
deployed in BSLs other businesses. The use ofduty—
free fuel also intended originally for logging gives
the BSL group of some 19 subsidiary companies in
Guyana an unbeatable cost advantage over local
enterprises which do not enjoy such FDI benefits.

Copies of some of the 2012-2015 requests by BSL
for duty—free imports and tax relief claims were
leaked to the independent newspaper Kaieteur
News, with some of the more amazing requests
extracted and published. These included: 1 billion
tonnes of cement, 1 billion metres of electric wire,

2 billion pails of paint and 100,000 tonnes of steel —
all of which were approved by the then minister of
finance. Each application referred to BSL's intention
to construct the wood processing facility, with only
rare queries from the Guyanese about the lack of any
progress since 2007.

Chu Wenze, BSLs CEO, was elected in November
2012 as one of four vice presidents of the industry
association, the China Timber and Wood Products
Distribution Association (CTWPDA). Among other
activities, the association hosts events at which wood
trade representatives rub shoulders with government
officials. The CTWPDA rejected a report by the
Environmental Investigation Agency on the trade in

illegal cimber entitled Appetite for destruction.

LOOKING AHEAD

The Guyana government’s decision in the matter

of the full takeover of BSL by Long Jiang Forestry
Industries Group is seen as a test case as to whether
the Guyana government will ensure transparency and
compliance with legal requirements.

China and Guyana signed a bilateral trade
agreement in 2003, which calls for respect for
Guyana’s laws. Moreover, any FDI agreements should
follow the guidelines set out in the latest report of
the Organisation of Economic Cooperation and
Development (OECD) and the guidelines produced
by the State Forestry Administration and Ministry of
Commerce in Beijing.

Guyana should apply consistently, transparently
and without any bias the approved national policies
and laws and forest harvesting codes of practice.

For this to happen in the forestry sector, it will be
necessary to put an end to discretionary practices
and the tradition of political interference in order
to bring BSL and other logging companies into
compliance.

In keeping with recommendations made earlier
this year to the rninisterially—appointed board of
directors at GFC, an action should be brought to
Guyana’s high court to secure injunctions to bring a
halt to BSLs operations, following the example of the
Chief Minister of Sarawak in Malaysia — which had
a dramatically beneficial effect in greatly reducing
illegal forest activities almost overnight. Without
such actions, the rule of law in Guyana, like the

future of its forests, hangs in the balance.
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India’s solar dream rests on

Chinese imports

India’s rush to add solar power is being aided largely
by a manufacturing overcapacity in China

Soumya Sarkar

The Indian solar energy sector is in the middle of
unprecedented growth, fed by rapidly declining
tariffs, improved technology and a global oversupply
ofphotovoltaic (PV) panels and other material,
mainly from China. Although a smaller market than
China, the United States or Japan, it is eXpanding
faster than other major nations.

India expects to add as much as 5.4 GW of new
solar capacity in 2016, making it the fourth largest

solar market globally The COUl’ltI’y

particularly tier IT firms, to lower prices and look at
overseas markets.

“Several major solar manufacturers have
announced plans to expand their production
capacities ahead of 2017. In total, we expect 15 GW of
new module capacity to come online in 2016, across
10 major producers, with the majority (14 GW) added
by Chinese manufacturers,” Morgan Stanley, an

investment bank, said in a report on August 2.

currently has a total capacity of 7.8
GW of solar power. In comparison,
installed capacity in the United States
is 25 GW. The prospect for India looks
bright. “The tailwinds are exceptionally
strong with rapidly falling costs and a
greater environmental agenda in the
post COP2r [Paris climate summit]
world,” Bridge to India, an energy
consultancy, said in its new India
Solar Handbook.

“The solar development pipeline now stands at 22
GW with over 13 GW under construction,” market
intelligence firm Mercom Capital Group said in their
India Solar Quarterly Market Update.

This bullishness benefits from a global glut in
photovoltaic equipment. “Recent market reports
suggest that an oversupply situation is building up in
PV module manufacturing in China, especially for
the second half of 2016 and this is likely to lead to
significant price corrections in the market,” Bridge

to India says. This has forced Chinese industry,
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“It is a happy coincidence that there
is a combination of large solar project
announcements in India and
oversupply and depressed prices of

Chinese equipment”

At the same time, Chinese demand is expected
to slow down sharply in the remaining part of 2016,
according to market research firm IHS. The leading
information provider noted that module prices for
the fourth quarter of 2016 have already declined by
as much as 10% since the first half. The fall in prices
comes at a perfect time for the Indian solar market as
the first three months of 2017 are expected to be the
biggest quarter for new capacity, with additions of
around 2 GW, according to Bridge to India.

The circumstance of lowered capital costs,

overseas SlOWdOWl’l and proactive pOlle tllI'USE has
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not being accompanied by strengthening India’s
domestic manufacturing capacity. “In the absence

of manufacturing, India will need to import US$42
billion (280 billion yuan) of solar equipment by 2030
corresponding to 100 GW of installed capacity,”
Wwarns a report by KPMG, an advisory firm.

India has emerged as a key growth market for
Chinese suppliers, Bridge to India said in an industry
update. “Unless there is a change in Chinese demand
sentiment or the European Union removes its trade
barriers against Chinese suppliers, we expect
prices to stay soft for the next few quarters,” the
consultancy said.

Cheaper Chinese imports have left local suppliers
uncompetitive. “It is clearly very difficult to promote
domestic manufacturing in India without solving
the macro issues such as ease of doing business,
infrastructure, cost of power, cost of finance and local
ccosystem for raw materials,” Bridge to India said in a
recent update.

The remarkable pace of capacity growth
through imported material has hurt rickety
local manufacturing firms. The Indian Solar
Manufacturers’ Association has asked for safeguards
and anti-dumping duties. Safeguard levies seck to
protect local industry against sudden import surges.
Anti-dumping duties are imposed when overseas
exporters are seen to be selling products below fair
market value.

Their protest may not hold much water. “It
would be hard for the small outdated Indian module
manufacturers to throw stones with any credibility,”
said Tim Buckley, a director at Institute for Energy
Economics and Financial Analysis in Sydney.

“The quality of their product is widely reported as

substandard and uncompetitive.”

DOMESTIC STRENGTHENING

However, things may improve. “I think Energy
Minister (Piyush) Goyal is on the right path in terms
of trying to encourage global module majors like
Trina Solar, Canadian Solar, Hanwha Solar and
First Solar to consider joint venturing with a local
established power company to build a new modern,
latest technology facility in India, with appropriate

capital concessions and inducements to ease the cost

of new builds,” said Buckley. “Tesla received a US$1
billion incentive to build their Gigawatt factory in
Nevada, so there is nothing new in incentivising
the establishment of new industries and casing first
mover barriers.”

The local industry cannot cope with the recent
surge in demand so Chinese imports are inevitable,
according to Srinivas Krishnaswamy, chief executive
officer of Vasudha Foundation, a clean energy
think tank.

“On its part, the government does provide
some support to Indian firms by stipulating
domestic supply requirements, Krishnaswamy
said. “Unfortunately, the domestic manufacturing
industry lacks capacity and depth. If solar maintains
a sustained growth, we expect it will lead to
investments in manufacturing as well.”

“Given the likely 10 GW plus annual demand for
modules across India going forward, there is scope
for a number of new plants to be built to localise the
supply chain in line with Prime Minister Narendra
Modi’s Make in India campaign,” said Buckley.

Till that happens, it is likely that the
extraordinary growth of the Indian solar energy
sector will be fuelled by imports, mostly from China.
“Itisa happy coincidence that there is a combination
of large solar project announcements in India
and oversupply and depressed prices of Chinese
equipment,” Jasmeet Khurana, an associate director at
Bridge to India said. “We should make the most of it.”
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Chinese companies need
“code of conduct” overseas

Chinese companies building overseas should adopt
voluntary sustainability standards to boost their
image and drive low-carbon development

Cao Jiahan

In the Chinese markert, Voluntary sustainability
standards, particularly for food, are increasingly
being applied by global companies like Starbucks and
Mars. However the majority of Chinese companies
rarely use, or are unaware of, these standards,
despite their potential to generate commercial,
environmental and social rewards and help the
country set the rules for a greener global economy.
Similarly, most Chinese consumers seem to have
lictle awareness of the application, let alone the
signiﬁcance, of such standards, compared to those in
some European countries.

As the Chinese government has committed to
deepening domestic reforms by giving more weight to
market mechanisms and more Chinese state-owned
and private companies are encouraged to go abroad
under the “One Belt, One Road” (OBOR) initiative,
voluntary sustainability standards will safeguard
China’s national image and overseas reputation as a

responsible power.

WHY STANDARDS MATTER

Sustainability standards, which set best practice in an
industry, can be effective tools for verifying socially
and environmentally friendly goods and services
along global supply chains — such as for forest
products or fisheries. Most voluntary standards,

such as those of the Rainforest Alliance, UTZ and
Forest Stewardship Council (FSC), have been set

up by private multi-stakeholder initiatives or large

companies with global membership to attract
high-value market segments and respond to ethical
concerns. Nowadays, they have become de facto
mandatory standards in a commercial sense as they
are driven largely by consumer demand.

As an emerging power, China has set out to
adopt Voluntary sustainability standards at its
own pace. The country has increasingly realised
the role of Voluntary sustainability standards as
essential elements of competitiveness, corporate
social responsibility and new modes of low-carbon,
resource-light prosperity.

Despite its lack ofexperience, China’s
involvement in the sustainability certification
process can contribute to the transformation of
the global economy. The implementation of the
United Nations (UN) 2030 Agenda has offered
China an unprecedented chance to shape social and
environmental standards. This process proposes
to revitalise the global partnership for sustainable
development, which requires joint action from public
and private stakeholders in the global North and
emerging countries in the South.

Against this backdrop, Chinese government
and business leaders, Working with domestic and
international NGOs could explore meaningful
ways to develop Voluntary sustainability standards
that are suitable to national circumstances and
have international implications. The Sustainable

Development Goals (SDGs) will be harder to achieve
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without China’s proactive participation in
numerous aspects including the formulation of
sustainability standards.

Huge opportunities have emerged at the domestic
level. China’s booming market with rising demands
from high-end consumers for quality food and other
commodities calls for certification and traceability
services. Although several governmental departments
such as Ministry of Industry and Information
Technology (MIIT) and National Development and
Reform Commission (NDRC) have issued official
guidelines for green procurement and consumption,
there is a lack of action plans to put these into
practice, which leaves some room for international
voluntary sustainability standards to fill in the
gap. Given China’s centralised political culture and
authoritative traditions, voluntary sustainability
standards will be more convincing for consumers and
businesses if relevant international organisations get

Cl’ldOI‘SCmCl’lt from the government.

CHINESE “CODE OF CONDUCT”
FOR INFRASTRUCTURE
China possesses certain comparative advantages
in the infrastructure-building, engineering and
manufacturing sectors and is driving international
cooperation on building industrial capacity.
Considering the existing Voluntary sustainability
standards are mainly focused on forest, agriculcural
or ﬁshery products, China needs to take the lead in
setting a common code of conduct for sustainable
development in the infrastructure sector too.
In particular, it should embed resilient and
sustainable principles into the life cycle ofkey
infrastructure projects.

China’s OBOR initiative has raised some
environmental concerns, but it also provides
opportunities for developing a common code of

conduct for sustainable infrastructure projects. This

would fit well into the initiative’s Vision and Actions,

which points out that China will make efforts
to promote green and low-carbon infrastructure
construction. Existing international standards
relevant to infrastructure such as the Equator

Principles have yet to be widely accepted by Chinese
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companiesand banks It is high time for leading
Chinese infrastructure companies, in cooperation
with China Development Bank and Export and
Import Bank of China, to explore a common code

of conduct for sustainable infrastructure based on
best available practices. Meanwhile, new multilateral
financial insticutions such as the Asia Infrastructure
Investment Bank (AIIB) and the New Development
Bank among BRICS countries need to prioritise their
investment considerations in the projects that abide
by this code.

A few major challenges lie ahead. The most
prominent one may be enforcing standards in
different local contexts, which has become the
common concern of international sustainability
organisations operating in China. Taking the
application of Forest Stewardship Council (FSC)
standards as an example, China launched the draft of
its FSC national indicators in 2013 for discussion by
the FSC international board of directors. Although
this is regarded as a positive move, there are still
problems. For instance, in comparison with Beijing
or Shanghai, applying FSC standards in other
provinces will face different challenges. It remains
to be seen how the interests of local farmers can
be protected and included in the process. The FSC
certification program in Linyi, Shandong province,
requires each family to allocate 10% (about 1 acre) of
their forests for protection and restoration purposes,
which might reduce household income and thus
be difficult to carry out. When it comes to labour
rights, FSC standards cannot be fully applied since
China is not signatory party to all International
Labor Organization (ILO) conventions, Therefore,
FSC standards could be incompatible with China’s
domestic laws and regulations.

Besides this, the low consumer awareness of
sustainability in China, especially in less developed
regions, also hinders the promotion of voluntary
sustainability standards, which demand more
effective community engagement at the local level.
What's more, small and medium sized enterprises are
extremely sensitive to increases in supply chain costs.
They are reluctant to adopt new practices unless

many of their peers also take action. The fact that
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only a handful of Chinese companies have a global
footprint in terms of product and market share also
renders them less motivated to implement voluntary
sustainability standards.

Despite these challenges, it is encouraging that
cooperation between international sustainability
standards bodies and the Chinese government has
deepened in recent years. To showcase how voluntary
standards increase corporate competitiveness, the
China Certification and Accreditation Institute
(CCAYJ) in collaboration with the ISEAL Alliance
(the global association of sustainability standards)
hosted a high level forum on June 22, 2016 in Beijing.
It was in this forum that the two groups launched
the Chinese translation of “Setting Social and
Environmental Standards: ISEAL Code of Good
Practice”, to better guide Chinese stakeholders to set
and improve Voluntary sustainability standards in a

fair and transparent way.
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China’s taste for sustainable soya
could help curb deforestation

Saving the Amazon will depend partly on China’s
soya importers greening their supply chains

Ardash Vartparonian

Major food importers from China can play an
important role in the ﬁght against deforestation by
committing to supplying the domestic market with
sustainably sourced products, but persuading them to
deliver will be a big challenge.

More than ten big Chinese players in the
international soya trade, who together account for a
quarter of the country’s record 81.69 million tonnes
of soybeans imported last year, indicated support
for greening their supply chains at a symposium in
Beijing recently. But they haven’t yet committed
to verifiable action on using Supply that has been
certified as “forest friendly”.

The Beijing event, co-hosted by Sanhe, HopeFull
Grain and Oil Group, was organised by the China
Soybean Industry Association and included
representatives from civil society group Solidaridad
and the US-based Paulson Institute, which promotes
sustainable development in China and the US.

Liu Denggao, executive vice president of the
China Soybean Industry Association, said that soya
imports from Latin America’s main exporter, Brazil,
would likely rise, but emphasised that the crop
should be sustainably sourced.

“We do not want our demand for soya to lead to
illegal deforestation in Brazil, and we are asking our
suppliers for assurance in that respect,” he said.

Growing demand for meat from China’s new
middle classes is driving the growth in South
American soya imports, which are used principally to

feed livestock.

110 WWW.CHINADIALOGUE.NET

Due to limited arable land, pollution and drought,
China has been forced to outsource and expand soya
production, prompting Chinese soya imports to
shoot up 14.4% year-on-year in 2015. Brazil accounts
for 49% of the total, with 35% coming from the US
and 14% from Argentina.

Commercial agriculture and deforestation account
for 24% of global greenhouse gas emissions, but
China signalling a market demand for sustainable
products would help drive behavioural change among
producers and exporters, the Paulson Institute said in

4 press release.

“We do not want our demand
for soya to lead to illegal
deforestation in Brazil, and
we are asking our suppliers for
assurance in that respect”

In March 2015 the Paulson Institute, Solidaridad,
The Nature Conservancy, and WWF launched the
China-South American Sustainable Soya Trade
Platform, aiming to increase the proportion of soya
sourced from Brazilian farmers registered with
Brazil’s Rural Environmental Registry (CAR in
Portuguese), part of Brazil’s Forest Code.

However, certification remains a big problem.

The Brazilian government has Struggled o monitor
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and enforce punishments for illegal land use, as

the relationship between soya production and
deforestation is complex. There is little transparency
in international soya markets, and so it is very
difficule for Chinese importers to work out whether
their soya is coming from forest friendly sources

OT NOt.

But while there is much to do on both sides, the
fact that big Chinese food importers have come
together and shown a willingness to adopt more
sustainable practices is a marked step forward, said
Rose Niu, chief conservation officer at the Paulson
Institute.

“We have a great opportunity to help China take
a leadership role on greening global soya supply
chains, something that is ofincreasing interest to the
Chinese government and key importers,” Niu said.

Niu also highlighted the signiﬁcance of former
COFCO chairman Ning Gaoning’s declaration at
the Paris climate summit in December last year that
his company would ‘endorse and support’ farmers
producing crops in environrnentally friendly ways.

Along with COFCO, other top soya traders Jiusan
Group, Hope Full Group, CP Group, Shandong
Scents and Shengquan recently took part in a ‘soya
industry fact—ﬁnding trip’ to Brazil to familiarise
themselves with their South American suppliers.

Together, these companies accounted for 24.48% of
China’s total soya imports in 2015.

Besides encouraging major players from Chinese
business to source legally and sustainably produced
soya, consumers also have a role to play, Rose Niu
said.

“This will be a long—term effort.” she told Dialogo
Chino. “We need to work on raising awareness among
the general public, so they understand better what
they can do as consumers to help stop deforestation
in Brazil and contribute to the global effort to ﬁght
climate change.”

Tumbling global comrnodity prices will likely
sharpen companies’ focus on how they manage costs,
but committing to sustainability could help them
secure long-term supply chains and improve their
reputations. A poor environmental record can cost

companies dearly and lead to projects collapsing.

Liu underscored the importance of dialogue
between producers and distributors: “China and
Brazil are natural partners and have an important
commercial relationship. N aturally we want closer
relations and to know better the areas where the soya

we import comes from.”

WWW.CHINADIALOGUE.NET 111



12 52%& NEW PLAYERS

R E iz EIAMRET)

HA €€ S
LA

—J

HE"

LZERINN, E) —F 8 EERSCHE, ALEE
BIMRENE, FENFIREBIMIEIMRINE

pUESS

IR (GELD AT B 0AE
P INSIEL IR E], BEE W — %
i, DA IR SO AN R E R
T, EMRAREMRAIRE GE LT, HPEREAN
PG R 2 T I PRIE T SR AL XU o

Sl B AR A R 224 2 B A TR
2128 B2 g0 e, ST AR KR . 2
R T 201 34E T AT S Y [ 52 s, T4 )60
2 HE %

HbxEE (UR R ) - hEENZ
TR NFHE, WIMERXERARA
H BT AL Bt B2

S (LURERRE") - rhEMg M
THOLLEE - TAEAT, BRSE I TR 2. LART
e v MR A i DN [ 2 T B R AR B
HIER, sEIRGREACHERINE SR, K
SRR S 2 R AL T RO R R g N
M= @52 5y, FATHE Z 2RI L. 2
HETENR, TR il EREIR T
MR LE B EL 7B, IEAE R Z T
Uit 5 JE o

Wi h E AT a R, K R 2R
HE A EFERE. BT a8 SHEEO AT &
BERIHFEA Rl K, A i A
i 55 R ATl (IR A SR (L 28355 A J F A
FHAR, 7 EH IR EOR . fE B E KA 1%
BOMAREAT R AT, 1 E AT LA B
IRBEARIE , RLBERL TF PRI XU o

Hpre v IEAE SR N, TR
[ X AT AP

112 WWW.CHINADIALOGUE.NET

S RIRPAL, AR R R
Ja . RZERAEPE LB RS
BRI SCARZ S D e — 7 24O
AR ERRE . FELTRAT KR AY R A H
EUORRIPMEAA T, o BB I ™ E A 2 <5
Gev KIS REEING A U R 7
T, A E AN I AR A B R — L R g
fATTRE T T ANIFRYEISR o BN fe) 5255 /K A
VEIUH L 201 V4EIT H A ) BURFIL A, B BRAEIE
BOA M ST NN Z I H 20 B4
N OO SCHIS & R . TH fx
JEAFARE . 2500 H N AN R A
Fir J KA — 4~ B R 241

e il e, AT YEA R AR R
A BRI S ?

& A MR AT o, PR
e AT ALY, AV MBRRRMA . X T IRR
WEAEAE R UG (FRiE) Astm (FRifE) 7

AR R KIEEZ T, BT ARTRYER
SEbrE LR E . PEREL BT, ATEA
LA, $08 Al AR T I O BRSE KUSS: e/ e 2
RERKEHEZT, EREILAR, &
My S = AR A PRIFERRE L IR XU AH B
W, BT RS R AR E P EEN .
HE 5, Rl 2 BRI .

e A B LR S

S BEE BT EOST RSLE, 1
SR H th e Mok 2 o DLRGE" E H K7
Ferp, Z5HBUGERTTFURANCES, JERE T
mith Z 5Pk, BEIMREE A th 255 REE
2, sl R IR AN EGE T X7



FRESEBZZIRE: ZEE CHINA REMAKES THE MAP: GREEN PERSPECTIVES

XTEH AR A, REARERIE — s
PARARIE, B T REFIRAERAE . K
KIKEZFILGT, WL IR bR XIAMRAR
HENSIINEZ ST, BB E MR R
s LARR [ [ Y A AR T RN 293 B
i, HEBHKEGE B 2 A EA M, B
ANBESZ M 3 N (R — ELIHIRIR A, TTig
v b8 N EZN SR I A I AN VA S 25 ]
BT, AR, X BRI BT
ENEZ AN

e H AT E RSO SR DT B R
Kb PSP I H o B BRI KUK 2

&0 EEECEEIREE R EETT
K SRR RENS A ZAE M . 9 WA
LI A T A G 2006 2 B VA 2 (0 <5 LA N S0
Frifgetem, S heEmal UG R E
N WUEEABOR, AR R o5 v A
7878 AP

BIRATPIAE S —Leg ML N 552
B, ANTE RN IR IR BT
2, RV I E 6. BT LA
B LRGSR NEEX MR IR ALESR T,
(BRI EE R AR R . H AT
SMEBRIH . BMRELRIEBAT AT F 1T
H AR RE . AR MR ESRIN TR
FREFy, AL R 250, AT BT
A HIEEMIMRR. F, 3H MR G
BRI IZ AT, AT M E AR

Hr: BB AGEDRH, ik NGOLEE
FARRAE L AR

& NGOfEMEH S Rerh, RESERT
s, BRI A SR ZAHTTT, R M
FIVEM . ROANGOZ A7, Rl 2
B AR B AL A DR RERIEUM BT 138 i A
ARRAESIFRAER A2 Ir G sl 5
B 22 T3 TR T SR AR

2005 AL MR — P E PR, FRATWT
R 2 E R ot ERLAREL SR E R AR AR . [
5, B2 TR EZ ML RscimE R, wi
R TR, MR, KEZFEMERZ
#OfE, s asiv G a7 <pEYIREIN AT
PR B 1RmD o

20074, - [ _EXS rp E Al A 3 TN B
B RTUE , AR 7K I E St
ARSI AR Z U0, FRATHEHE
RS0 PAMORER, IR EAR L PR T N T
% DB X .

PR Aotk 25— N A R 3T 85T K
AR, BN A ENGORERAHE S,
TR o FRAHEZ B TR T — IRV
I A E AT AE R SR BORTE L, AR BIIRY
A W LMESTH SOGJRR AR
SRIEERISANTREZ S v o N A vefoa | 2 S| IS §
JE MBUTLITIA U A TI5T . AR TR
RBEBE NS . AEEH R REr, NGOLAERI(E
HRAAEAH] -

WWW.CHINADIALOGUE.NET 113



2 5% NEW PLAYERS

How to build environmental protection

into ‘New Silk Road’

Jin Jiaman of GEIl suggests ways to improve environmental
protection in China’s One Belt, One Road infrastructure projects
after the ‘green finance’ gets backing from G20 leaders in Hangzhou

Liu Qin

G20 leaders called for “Green Finance” policies to be
“scaled up” at their Hangzhou summit in September,
and for more work to be done on co-ordinating
national standards so that environmental risks are at
the heart of infrastructure loan decisions.

China’s reputation as a major overseas investor
and the Credibility of its vast “One Belt, One Road”
(OBOR) infrastructure plan will suffer unless
Chinese firms follow environmental policies, Jin
Jiaman, executive director of the Global Environment
Institute, cells chinadialogue. She also suggests
practical measures China’s government can take to

guide firms’ activities overseas.

Myitsone hydropower project on the Irawadddy in
2011. Local people thought the dam would harm the
environment, their livelihoods and their cultural
heritage. The situation hasn’t been resolved and the
project has had to be shelved. It’s become well known
as an example of China’s overseas investments.

CD: What can Chinese companies investing
overseas do to protect against environmental risks?

JIM: 'The risk is that Chinese companies will apply
the lowest possible environmental standards to keep
costs down, as their core business is aiways to make a

profit. The environment comes second.

The OBOR development strategy
envisages a giant web of infrastructure
criss-crossing more than 6o countries,
weaving them more tightly together,
and will affect China’s global
reputation for decades.

chinadialogue (CD): How do you
think “One Belt, One Road” countries
view the strategy?

Jin Jiaman (]]M) Many countries hope China
will help them develop economically. But there are
also plenty of concerns. They worry they’ll end up
— like China - paying a huge environmental price
for economic development. The whole world knows
about China’s air and water pollution. There’s also
a negative impression created by some probiems
China has faced with earlier overseas investments.

For exampie, Myanmafs government halted the
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provide information and warn of risks’

“Chinese companies take on a lot of
risk when they mvest in an unfamiliar
location, and they are keen to see NGOs

)

When Chinese firms invest in deveioped nations,
there is a legal framework and environmental
standards and governance are tougher than in
China, so the risks are less. But in developing
nations, Chinese companies can appiy lower, local
environmental standards and governance is weaker.

However, any probiems will hurt China’s
government, national image and inter-governmental

pI'O]CCtS.
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CD: Is there scope for improved mechanisms?

JIM: Previous overseas investment drives involved
only the Ministry of Foreign Affairs, and later the
Ministry of Commerce. Should the Ministry of
Environmental Protection now be included? Should
China set environmental standards for overseas
investment to ensure companies know the rules?

In other words, should we also be exporting our
environmental standards?

China could draw up speciﬁc standards for
investments in developing nations, or apply China’s
own domestic standards. For example, wastewater —
what standards should there be? At the very least it
shouldn’t harm local people’s health. When problems
arise someone should be held to account - the
company, individuals or the environmental impact
assessment providers. There should be standards
to refer to. This is the oniy way to reduce the
environmental risks of investment.

CD: What approach do China’s financial lenders
take to environmental risks now?

JJM: China’s leadership are already aware of
the role financial bodies can play in economic
development and environmental governance. “Green
finance” was on the agenda for the first time at the
G20 summit in Hangzhou on 4th-5th September,
and the G20 leaders’ communiqué supported more
work being done. “Green finance” means financial
authorities should be making environmental
protection a fundamental goal, and a benchmark for
funding decisions.

Even though top poiiticians are taking
environmental protection seriously, there’s still a long
way to go in practice.

We find financial sector staff still view
environmental protection as a matter for the
environmental authorities: they see financial bodies
as responsible only for ensuring loan repayments.

Environmental protection still isn't a factor in
investment and in the decision—making processes
for lending on overseas investments. If the company
and the funder are going to take environmental
protection seriously then environmental standards
have to be part of the processes, a condition of

approval. There should also be transparency of

environmental information and measures, to
facilitate oversight and accountability.

CD: What role can NGOs like yours play, and
what has GEI done?

JJM: NGOs can do preliminary research, and when
issues are identified they can gather stakeholders
together and act as coordinators. Because NGOs
are independent intermediaries, acting as a
bridge between companies, communities and the
government, they can help them discuss possible
solutions when conflicts arise.

At an international conference in Moscow in
2005, GEI heard many countries complain about
China’s excessive logging activities overseas. On
returning to China, we discussed possible solutions
with the State Forestry Administration. Two years
later, with SFA leadership approval, GEI and the
Ministry of Commerce pubiished the Guidelines
for Sustainable Forestry Management for Chinese
Companies Overseas.

In 2007, there was international controversy
over the environmental impact of China’s overseas
investments in the resources sector, such as mining
or hydropower. We spoke with the Ministry of
Commerce and the Ministry of Environmental
Protection about ways to standardize corporate
environmental behaviour and avoid investment risks.

Chinese companies take on a lot of risk when
they invest in an unfamiliar location, and they are
keen to see NGOs provide information and warn of
risks. We ran a corporate training session in Yunnan
province that explained the policies and laws of host
nations and using case studies to analyse the success
or failure of earlier investments. It was aimed at
helping Chinese companies to realise that responsible
investment doesn’t just help the host nation — it
reduces investment risk. NGOs have an essential role

to piay in overseas investments.

WWW.CHINADIALOGUE.NET 115



12 52%& NEW PLAYERS

BT (EMFSERE? )

SRR HIER AT RNGIEFIBE 7 X THEE

\

MR BRI S,

S AR - A RS R e s )
WS Be A L - A 2 I At o rh [ A2
RPN BIR TR LR, MRy FolrE (E LA

T8, PR T R T AR R Ak & J

RS . X T A AR A
AR H SRR AR ASR I, XA FHRAR

Atk

i BRI XA A LR AR S, i

X E SR A TR RIRSE BT T HlIA
B T R ARSR R o XA EAE B SE b E
FEARIN A Jread A e A A4 E P R TN e T A
RESRIARGL, XA A AT

EIAEX
B, IXARPYIE T A NGOHAAFIR
Loz RSCEE R A T IR EAE AR A
BORIIYKAG
LA E AN X B 43R5 T R R
Tk ;
2. 3X35 el 15 )2 R E BUR I

A T REIREEN IR

REEIAE (MR (&) ) Al BHAiE
DEH R A X L U 130005 2 A
I ERRR . FE B, KR () BN
AL hERGTERME 7 — R M TREBRIR
AEHI200 2 BT AR AR e, X R AGE
WIS S5 AN . AEZ T T Rt
b EEETE N R, PE BRI
XA AL e AR, BT
I TR

AP, WIAF IS B A5 A
HRHELZI

XA A E KR I Z AT XS5 I A
ZE o A7 2 A LA AR B R A T e TR
FE . IR A AR S 72 bk
X 558048 NGOMIBUNRIATS . ihis
BE T A EINSEREH MR

[FIREH, A0 2 DA R T RGBSR

[ —— E B2 A T RHE IR S H 289
R, DA A A X — S oA R A

Sy/vw s ST B Gib O E2 K S Efoa| 7N |EE
KB BT 2RO

A B I T AR A BOR

R PSSR T ] B —— P E B A TR AR

4 B E R R E . )
A5 3 B AR B 5 L 28
SRR I SR, et T
SR $87R T BRI
PRI S, IR TR
FEAIIE R AR A 2. AN

116 WWW.CHINADIALOGUE.NET

AL

A2 H SRR, DS o
[ X — Y T RO AL T 1E
17 1T RS RIS R A o X IXAS

s iy
oSS S



FRESEBZZIRE: ZEE CHINA REMAKES THE MAP: GREEN PERSPECTIVES

BT T HERAIA T e XA, 2
FRE, ETHRENERE. TSRS

AEBFRS”

XFFAMTEE R, XA LA T
i AR, IR AR TR ARYER AT
HEAEARM RO TR . (H02 . AR
ZEBARIEA IEXLE . BRI AL T 1EE
RAMEE ST, O 2R PR R 2
RER VNN ETAE, RKIPMFE
HrAR RIS A T ST R KR . A
SeE T AR SLIER LIS B R &
FEAARIING O FEAT 25355 o ] R AT g S T
B

P = RUCERTER: AR EBUF
FIr AR SR BV E AT . R R AL S AT 22
s R E O A AR 5 R AT
BEIPE »

FEMRIBUE R AL, FERISHEE

Ay B8 I AR A T AE 5 EUR AR
PUGE O R P AT A AR R BB R o LA
Hese o, S E R AR A I 5T A TR
H 2% E AL E R R S E e — IR FEEE
WA, [ SRR 7 T BURPAR A2 KT -3l
RAFFRBEVER . A B S N b A2 S5 vh
AR Y O 1 L R I

7R R E A B %
e, MXTAMEBIEISASRE . MEA
FIFNETTE PR E a0 R E R
FTATARBATIEM X 5 o AP RS R
Y 3%z BT XTI R SRR S A R SR
BBTEFTSCIE , LAPRIEHER S i PRS2 Y
B M o

PEREEOE

. M EEARINIR 5T B I A Bk bl
H, BEETHIRVGRE R B RO A
PRI VR R R E A AR Y
BTGRP E Ao AR A E Aol R
R AR TR X AR SR P A

XA B AR AR SRL”, SRR 5 B

e Gk, JLTPREAEMEM AR R
MBS S55R, IR P B AR DU A 5

eSS E 2 28] TR B R, WP
WA, A E R A AR AR AR AT AR i
REIRAC A3, a2 804E R E +-
HE Bisshiri

RALARAEREA TS 5 2L I B 2] 1)L
MR EREE, A ATACY B St X S
RAH . At X & R T EoR DTk
HAE, HHBIARER TR —HF 0 NGO 2L I
XA 20 TR NS, RIS IR R
M

T SR RPN B R 0] AR 24T St 7
B IATEACH , B R E BN — r i E R
EH A XL, PASABAT A A A AE U
[ At 2 FOBRIE ) i X 23k 5

(e EBIRIE XS IE

A A 8 2B 2 TCEAR AT T 730
B LLENGORRR TAEAN G T o= {40,
AT ER A A . fadsk, Ftid
PR P EESTE . AP ERA IS
BRI R AT A8 . AT SCERI 5 R A
SRRVE T TR, H A2 e E 4
VR AR o g 1 XA R A SRR E
A b B H st ik

HORIR H W A ] S SN2 I ST RO 2
fili B, A ES AR EEYN . NGOHZ N7
WAT R A AT DB B ST IR AT S . X
TEARNIKFE— AR bt 7 & R AL Sk
i, AR B I A 5 A AN (AR T i )
A REERTARIFTF T34, FFHAOL T
BTHIR R o

X T ARLEAREL 1 g eh A AR A e 3 S H
KR A TR SLHIIEE BINGO TARE SR, A
A IR, LURAbAY <grIFLa:
HE AR R E SRy b, AR
R BT A AT

WWW.CHINADIALOGUE.NET 117



2 5% NEW PLAYERS

Book Review: Will Africa feed China?

The latest book by the world’s leading expert on China in
Africa debunks the myths and presents the human side of

Chinese investors

Weng Xiaoxue

Engagingly written with scholarly rigour, the latest
book from Deborah Brautigam — a professor at

the School of Advanced International Studies in
Washington, DC and one of the leading experts

on China in Africa — is an essential read for those
concerned with China’s growing presence in Africa,
the charged debate on ‘land grabbing’ and the future
of Africa’s agricultural development.

Burt Brautigam’s book offers more than myth—
busting. The collective stories of hardships
experienced by Chinese investors illuminate the
broader China-Africa relationship, making it
a must-read for anyone who wishes to stake a claim
on the charged debate on China’s role in

Africa’s development.

GET THE FACTS RIGHT

First, the book challenges four widespread beliefs

about Chinese investment in Africa’s agriculture

circulating through the media, NGO reports and
academic writing:

1. The Chinese have acquired large areas of farmland
in rural Africa;

2. This “land-grabbing” is orchestrated by the
Chinese government using state-owned companies
and funds with strategic priorities;

3. China invests in Africa to feed the Chinese
people; and

4. A large number of Chinese famers plan to settle

on the continent.
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Brautigam debunks these myths by presenting
meticulous evidence — collected over years of
painstaking fieldwork by the author and her research
team— and the human stories behind China in Africa.
Take the case of the Democratic Republic of Congo,
where Chinese investors were reported by media to
have grabbed 3 million hectares — half the country’s
cultivated land. In reality, the Congolese government
only granted 200 hectares for an oil palm plantation
deep in the forests of Equateur province, where the
Congo River is the only link to the outside world.
After travelling by boat for seven days up the river
and encountering numerous sandbars blocking their
way, the Chinese investors concluded it was not
econornically viable and promptly halted the project.

This case shows the reality on the ground is
staggeringly different from conventional wisdom.

The key success of the book lies in its portrayal
of the Chinese side of the story. Brautigam skilfully
presents Chinese voices along with a diverse range
of African perspectives (local communities, manual
labourers, NGOs and government), building the
more complete story readers deserve.

With similar elegance, the author also tackles
the dry policy question — whether the Chinese
government has masterminded a plan to convert
Africa into China’s breadbasket — by detailing the
numerous Chinese policies shifts in chis field.

The quick answer is no, but read the book for

greater nuance.
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BEYOND MYTH-BUSTING

The uninitiated reader may come away with

entertaining stories and a more critical lens through
which to analyse stories about Chinese agricultural
investment in Africa. Yet, the book offers much
more than that. The stories that emerge offer
insights critical to understanding the broader
China-Africa relationship. As a Chinese person
working for a London-based development think
tank, | believe these evidence-based insights can
help the international development community and
African NGOs engage more effectively the Chinese
government and businesses.

In particular, three points are noteworthy: the key
role played by African governments; the diversity
within the Chinese business community; and Why
Chinese businesses make the wrong assumptions and

decisions about their investment deals in Africa.

AFRICAN AGENCY, CHINESE DIVERSITY
Brautigam details the critical role African
governments play in facilitating investment deals.

In the case of Mozambique it was top ofticials at the
Ministry of Agriculture who approached the Chinese
and other investors to help modernise the country’s
agriculcural sector. A new wave of research shows the
key role of national and local elites in large—scale land
acquisition — and the author shows that this holds
true in the Chinese-linked deals.

Another key theme is the diversity within the
existing portfolio of Chinese investment. From
foreign aid and technical assistance, and from state-
owned enterprises to private investors, the book
demonstrates the need to differentiate between
Chinese actors in Africa. African policymakers
and civil society organisations should use targeted
strategies to hold different types of investors to
account and ensure positive environmental and social

impacts on tl’le ground.

CHINESE INVESTORS’ PSYCHE

Finally, from the accounts of the expectations and
challenges of Chinese investors in Africa, the reader
starts to understand an obvious but often neglected
point: Chinese investors innocently expect Africa’s
investment environment to mirror that of China.

If Chinese businesses show a relatively low level of
awareness of local land rights issues, this is because
this is not a concern back home, where powerful
local governments deliver the promised picce of land
without dissent from Chinese farmers. As a result,
Chinese investors faced a steep learning curve in
countries such as Benin and Mozambique. Similarly,
the author shows that Chinese investors’ zeal to
transform rural “wasteland” into productive land
mirrors the national land reclamation project in

China in the 1980s.

“The reality on the ground
is staggeringly different from

conventional wisdom”
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In my own fieldwork in East Africa, I've met
Chinese investors who believe that they have
contributed to local development by using such land.
But the local environmental authority and NGOs
criticised the companies for cultivating wetlands with
signiﬁcant environmental value.

Understanding the psyche of the Chinese
investors - and Why they make certain choices in
relation to sensitive social and environmental issues
- is invaluable for African and international civil
society if they want to move toward constructive

engagement.

BUILDING A CONSTRUCTIVE DIALOGUE

In my own work, I have encountered numerous
African and Western journalists and NGO workers
who hold biased assumptions about Chinese investors
due to a lack of communication. In turn, I have seen
Chinese investors, unused to dealing with press and
the civil society in China, who believe that opening
their door will only invite unreasonable western
criticism driven by a desire to oust China from
Africa. The erroneous media reporting described in
the book only deepens these misunderstandings.

I have seen how constructive dialogue is possible
among African and Chinese governments, NGOs
and business players if built on solid evidence and
unbiased research. For a development researcher and
practitioner like myself; the real value of Brautigam’s
book is that she succeeds in building this critical
knowledge base and bringing the two sides a step
closer together.

Together with her first book “the Dragon’s Gift”
and her popular blog, the author is essential reading
for any journalist or NGO practitioner wishing to
stake a claim on China’s engagement in Africa and

what it means for Africa’s development.
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	值得反思的中国海外煤炭项目
	尽管中国高层领导人多次承诺，将帮助发展中国家实现绿色增长，但中国一方面减少了本国国内的煤炭使用，另一方面其国有企业和银行却大举推动海外煤炭使用拓张
	贝丝·沃尔克

	巴基斯坦扩大煤炭开采让塔尔沙漠村民
痛苦连连
	由中方支持进行的塔尔沙漠煤炭开采与肮脏能源电厂开发将让当地成千上万的贫困居民背井离乡。同时，已经在干旱天气下岌岌可危的地下水资源也可能就此耗尽
	艾马尔·古里罗


	亚投行在谨慎前行中彰显雄心
	亚投行宣布的首批4个项目中，3个与其他多边银行合作开展。随着越来越多国家的加入，亚投行投资触角将突破“一带一路”沿线国家
	刘琴


	亚投行为何需要常驻董事？
	一个常驻董事会将有助于解决公民社会中的各种关切，亚洲开发银行前美国执行董事罗伯特·奥尔在本文中指出。
	罗伯特·奥尔


	贝卢蒙蒂输电线项目将清除广袤植被
	2000公里的输电线工程面临敏感的生物群落和
复杂的环境法律两大挑战
	米尔顿·莱亚尔


	中国协助巴基斯坦建造
全球最大太阳能电站
	中国公司正在旁遮普沙漠中建造规模巨大的太阳能电站，
这会是解决巴基斯坦不断加剧的能源危机的最有效方式吗
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