www.chinadialogue.org.cn

AT U

chinadialogue

Y W

o3k L
O

"'0
<
%5552

)/

)

=21

New dawn for
environmental ministries

-

W
g

Il
(‘

~

.{(‘ ‘.
5N
- -:. N

\
i ‘\‘
v‘g
9
Do

"5%
P
)

. =
It s
W
»
) %"
o3 4'___,’
e ®

BiTER "RiE” ¥
Can expressways get people cycling again?
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China's middle class gets a taste for healthy eating
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What is chinadialogue o

chinadialogue is an independent, not-for-profit organisation based in London, Beijing,
Delhi and Sao Paulo.

chinadialogue’s primary vehicle is our website (http://www.chinadialogue.org.cn), a
unique bilingual platform which promotes a global understanding of the environmental
impact of China’s rise by publishing informed articles, commentaries and analysis by
writers from inside and outside of China. We aim to inform, educate, and contribute to

building a global consensus on fair and workable solutions.

chinadialogue is now read in 208 countries and regions and in all regions of China.

About our journal o

Produced on a bi-monthly basis, our journal brings you the best articles and reports from
chinadialogue. 1f you want to contribute to the discussion you can visit our website (http://
www.chinadialogue.org.cn) to add your comments and thoughts. Join the debate and be part

of the solution.
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New dawn for

environmental ministries

“We take care of carbon monoxide, while carbon dioxide
falls under the National Development and Reform
Commission,” commented a frustrated Zhou Shengxian,
then China’s Environment Minister, at a 2013 conference.

That type of bureaucratic fragmentation will soon
become history if a sweeping plan to reshuffie cabinet level
ministries, which was announced yesterday at the annual
meeting of the National People’s Congress (NPC), is passed
on March 17.

Currently, the National Development and Reform
Commission (NDRC) is responsible for managing
greenhouse gases and combatting climate change. However,
these duties, together with the environmental functions of
various other ministries, will be passed to a new Ministry of
Ecological Environment.

The move is the fourth time in three decades — each at
a ten-year interval — that China’s environmental agency
(currently the Ministry of Environmental Protection) will
see its remit expanded in a new department, highlighting
the growing importance of environmental affairs in Chinese

policy-making.

Two new cabinet level ministries will be tasked with

managing natural resources and fighting pollution

[0 Ma Tianjie Liu Qin

From ‘nine dragons’ to two

In China, people have long used the term “nine dragons rule
the waters” (jiu long zhi shui) to refer to the fragmented
roles and responsibilities for managing the environment.

Ma Jun, a prominent environmentalist and director of
the Institute for Public and Environment Affairs (IPE),
observed that “groundwater, agricultural effluents and river
basin management each fall under a different government
department, leading to buck-passing and infights.”

Tang Fanglin, an official with the State Forestry
Administration, told chinadialogue, “You used to need
stamps from 13 government ministries to get one document
about national park pilot schemes greenlighted.”

All this is set to change though. The new plan will
concentrate the scattered responsibilities of different
government departments into two new ministries: the
Ministry of Ecological Environment (MEE), and the
Ministry of Natural Resources (MNR).

MEE will adopt most of the responsibilities of the

Ministry of Environmental Protection, and incorporate
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National Development and Reform
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(Water research and
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State Oceanic Administration

MNational Administration of Surveying
Mapping and Geoinformation

(All duties)

Ministry of Environmental Protection

(All duties)

National Dev nt and Reform
Comr on

(Climate chan nd carbon emission

ICa

Ministry of Land and Resources

(groundwater pollution control)

Ministry of Water Resources

(river basin management, water function
planning, harge outlet set

try of Ecolog

Ministry of Agriculture

ollution

Inis

(Agricultural non-point so
control)

Environment (MEE)

M

ceanic Administration

(Marine environmental protection)

State Council Office of South-North Water
Diversion Project

(Environmental protection in areas covered
by the project)

The new ministries and the various responsibilities they will take-over from existing departments (shown in brackets). Click to Enlarge

pollution-related functions from NDRC, the Ministry of
Water Resources and the State Oceanic Administration,
among others.

MNR, on the other hand, will merge the natural resources
management responsibilities that used to belong to
governmental bodies in charge of forestry, agriculture, land
resources, etc. In the process, some existing government
departments, such as the State Oceanic Administration, will
be eliminated, while others, such as the Ministry of Water
Resources will see their mandate reduced.

The reform is broadly in line with previous
recommendations by top Chinese think tanks. In 2015,
the Chinese Academy of Sciences suggested reorganising
top government bodies into a “natural resources owner”, a
“natural resources manager” and a “pollution controller”.
MNR has emerged more or less as a natural resource owner

and manager, while MEE will serve as the country’s top

+ 8- www.chinadialogue.org.cn

regulator of pollution, from all sources.

Experts have welcomed the move as a boost to
bureaucratic efficiency. “It will definitely lower the
coordination cost among government agencies,” remarked
professor Li Zhiqing, an environmental economist at Fudan
University.

Eliminating the regulatory barrier that existed between
greenhouse gases and other pollutants has been interpreted
as a signal that tougher action on carbon emissions may be
on the way.

Peng Peng, an analyst with the Chinese Renewable
Energy Industry Association, argued that once MEE
takes over all emissions, “it’s almost unavoidable that
companies will face the prospect of internalising the costs
of greenhouse gas emissions,” as the environmental agency
has a long track-record and a readily available tool-kit for

regulating emitters.
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Ecological civilisation formalised

The cabinet level reorganisation is also seen as a step
forward for the much-discussed concept of “ecological
civilisation”. In 2012, at the 18th Party Congress, the
need to build an ecological civilisation was elevated to
an unprecedented level, highlighting the importance of
environmental affairs to the Chinese leadership.

In 2015, a master plan for the reform of institutions and
systems to realise ecological civilisation was promulgated.
The plan listed a set of principles and objectives, and
announced that by 2020, China should “complete
institutional set-up in line with ecological civilisation.”

“Establishing the new ministries is one of the most
concrete steps along the way of implementing the master
plan,” Peng Yingdeng, former director of Beijing’s
Atmospheric Environment Research Institute, told
chinadialogue. “It lays the foundation for the creation of key
pieces of policies, such as payment schemes for ecological
services,” he added.

The 2015 master plan spelled out a few key concepts
of ecological civilisation. It argued that “natural resources
should be properly valued,” and “holistically managed”.

It also stipulated that economic activities should not result
in ecological burdens that exceed the capacity of the
environment to manage.

The set-up of the two new ministries embody those
concepts. A core duty of the MNR is to serve as the ultimate
“owner” of most of the country’s natural resources. To
do that it will conduct census and surveys to ascertain the
status and distribution of forests, wetlands and agricultural
fields and assign proper values to those resources.

“Non-economic values of natural resources are
chronically underappreciated, which leads to excessive
exploitation and wastage,” wrote Gu Shuzhong and
Li Weiming, two researchers at the State Council’s
Development Research Centre, in 2016. They added:
“Establishing proper ownership and valuation of natural
resources will be key to ecological civilisation reforms.”

The MNR will also become the country’s top “spatial

planner”, incorporating ecological considerations.

“Instead of having multiple agencies drawing the so-called
Ecological Redlines (zoning plans that seal off certain areas
from development), the MNR will now act as the singular
planner,” said Peng Yingdeng, meaning there will be “no
more contradicting zoning plans that need to consider
conflicting imperatives.”

Both the MNR and MEE reflect the “holistic
management” idea, achieving reduced fragmentation in
terms of regulatory mandates.

As Peng Kui, a project manager with Global Environment
Institute (GEI), observed, “In the past, ecological
rehabilitation projects used to fall victim to the competition
between forestry and grassland administrations. The former
would insist on planting tree as a means of rehabilitation
while the latter preferred grass because such decisions
determined funding to the respective agencies. With the
merge, we can finally base such decisions on holistic,

ecological considerations.”

Unresolved issues

The reorganisation does leave some regulatory boundaries
untouched. The plan released on Tuesday for two ministries
does not include a recommendation from the Chinese
Academy of Sciences to further merge pollution control
with conservation to create a “mega eco-ministry”’, which
would streamline environmental governance further. Under
the new structure, authorities in charge of ecological zoning
decisions may still need to reach out across ministries to get
cooperation on emissions regulation.

“Some inter-ministerial coordination is unavoidable,”

Tang Fanglin told chinadialogue. “If a national park is

The new plan will concentrate the
scattered responsibilities of different
government departments into two new
ministries: the Ministry of Ecological
Environment (MEE), and the Ministry
of Natural Resources (MNR).
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threatened by polluted air in the future, MNR will certainly
need to negotiate with MEE.”

The relationship between central government and
provincial and local authorities may also test the new
institutional set-up. Experts have long argued that the
dynamic between China’s central government and the

authorities at provincial level and under is one of the key

complications of a new environmental governance structure.

“In some cases, the centre, as nominal ‘owner’ of
natural resources, does not have de facto control of them
at provincial level and below, allowing local authorities
to squander them for profits,” write Gu and Li, adding:

“In other cases, managing the local resources comes with
many responsibilities but few benefits are retained by local
governments, which disincentivises stringent governance.”

The reshuffle plan, being at cabinet level, does not

immediately answer questions about centre-local alignment.

“We still don’t know if the restructuring at the ministry
level will be mirrored at the local level,” Peng Kui told

chinadialogue.

«10 -

Provincial pilot projects should help guide what
happens next. For example, in Zhejiang province a “tiered
ownership” scheme was devised to assess and allocate
ownership of natural resources to different levels of
government, from provincial to county level, based on
their ecological significance. This matching process may
incentivise better governance because it allows the official
owner of the resource to also retain the benefits from
managing it, instead of a higher authority.

Another part of the plan that lacks detail is how specific
functions and responsibilities will be integrated into the new
ministries. Climate change, for example, covers multiple
sub-ministerial bodies under NDRC, including divisional
offices and dedicated research centres. It is unclear if and

how these NDRC units will be relocated to MEE. ©

Ma Tianjie is chinadialogue managing editor in Beijing.

Liu Qin is a researcher at chinadialogue.



What to look out for in 2018 REEtE 2018

JUT-H 20 AR 2017 4
[ 2= B SRR A AT B8 1) A B
Gil, DA R A BRI IR T B4
2018 N AV RAT 22 N T
LR, RALRVIT 9 ERK, &
b AT 3 2 08 H ] A AR A DR T 45
Pk E

RERFME
g, APFEBRRMEERRTR
MES5S5&IZE, WABHRERA
2018 4F, 1 FE A T i A3z 3 0
(NG R SUR/ E:1R S AN UEIN: )
IR R PR
“RED ToBE 2017 SEHEER A
TAERI S E IR 2 —. A28 T h e

2018 AR [EIIALEHRAR

M —F, MEREAFENETERSBEML? PERIZREMBLITE?

WAL LA, A “HREE” 2
PRI R ORE S, AT T
A9 S 25 2t 20 B A M T FR 47 3 s
thsZe, AR AR, W
[ 3 5 BURFA% 3% 1 IS 5, B3R
BB OO E R, BT
AR oy. “BHEET, ML X R R
FEHAT BT BT Bhli 25 — ELRUR AN
MBI A e 22 B AR SR 17—
[AFSPAIKES
HULFERA T BN, X tia
BT BT Bty R 1 jopl 2 4
(R By 4 - A L T BUR 98
AP A R A5 Ak, RVE /N
EEE UG- NN A%
KA PR P AE A S P AR AN AR

O ot

e @ “HEsR” M
KRFLRAE Tl k.

AR5 AN Z 35 YAl A
WHATE “HAR AR I J5 58K TR
[ S48, ] aht A R RF R 55 5 e 1
Fretoat, B2 2018 45 2R KL
A v R A R AT 1 B

2017 4 i 4 [ wx HE i AE &) i
5, 2018 FEHIIAEEBIITAE, IX LLHT L
ARk E T E EZ SRR %
ORI B R IR S AR AL . TS
e AT 2017 ELFHIERE,
i 25— AR ) B PR OB A X A2 B 1)
SRR RO TEA, KR4, fE
B B A HE 16 3 R b e BE A AL
b T 0 AR 2 e e 55 N A

e 11 «



BB 2018 What to look out for in 2018

KRR, BN,
DR T I PR TR

TEMGIAE
B, AFHRAFRIER

2018 £ [ — I = Bk g 2 T
— B EFx 7 BUR AR T R Gk
GUBE LS, L E ORTA A
T FS2BE 5 BT R — B0 T

e [ 3 77 BUR LA S R 7 BUR B
SRR B T LA & AN [R] 1 2 R
TAE, WXL E S TGN RE L
0 (P11 B 48 78 B A A ARERL D
(1) T IRAR A, AR F 5 & Rt 7 BURF
e G IR M. R A Tk
B AR PRI S A R, B
PRI AU R “—BEX R 1 TR
AT B2 45 vh [ I R B AR 7 sk K
S BTS2 o

» 12+ www.chinadialogue.org.cn

Y

EL e, EAMEMEY P ER018FFENTHELSE &

AR, e RSB HR
Z 18] ¥ o 58 I AR T AT 1 DL
(B [ 2R S B A R e A
1T YA Bm O BE R, X5 mA A
oACHE ) 25 ]

PR TAEE ST B8

LR, XEELCRMESZMER
BIKA

EE, wHSFEERYSEE

&4 Il&
¥

FAMR =TS 2, SIEAT B
We g oy ERR SR TARR — A
HERF R (HA2, MBHEAT B BN
FER BRI B AN B R 225570
G —F g B G B am L e ST HL i,
T AN fi] SR A8 41 748 77 B (491 A
I W ORIABEIZ AR St

DATAEFTRAN I ] 5 28 (1

POFEAEAE TCIE A “ et 5 BIAE g
ThsEti, AR JIEAR S
FFAR R DR IR I R AT R T R 005G
RAERTTE R B Z AR
SR FHLR, AT DA A 0 M 5 AL
AN 3 E o s ik —— F i B iR
BN AR AR Z AR (e M S
o XA BUF HIESEIL “ AT
1”7 B LB, T H AR ) SR ok
BUT RGP 2 I —2RE .

EARPIF D E B, H
TR RPN B IARI AT S0, BT #E
R AR LR 1. I FH AR 4
B E o, X s R N R
HAZHEMAE 2. ZEH BAH
RE 0 s I B U BT A
T 3. WU E E L AS 5 B AE
AR R &, JF B S
JRFFT i 2E H BRI BI7T -



What to look out for in 2018 REEtE 2018

20185, FEFHEIEMEHTATEFRITEENRY. AFAAEREBIRRRIBLK.
"BR" TRR201TFRERIPFINXERZ—. B8 "WMRIRE" ZIRIPR
IMRERAE, BAMTHE T BEEEFNEMHBRIESRIFEX,

R, 2Bk, dnR T
TIREL ORI R PR 200K T
IR ABHRL 1245 XA T E LU
Wi, ALt B RSN R
i BHCEEERNT), N2

BRI 53 The (ARl

STERERA
IK1R3E, BRZEETE

2018 4, H[EA — L 1 I
PRALFANBUR i) 2 i AR A T

Hh [ 3R BRI SR AR AR
b E > sl 51} W =75 S B = o
AN B, (H X — 55 2 H ™R )40
AR VCFC AR R, DR I A 5
SV AR RS AP E B 2017 4R, (k
sy iaiky 1E Rk N LA,
FEAE T SEVERE R AR SR = LA, 51
RN 21 i

TEBATVE R, PO TT
FUETT, R A4 o P 25 A2 if
EWEEARF YEA X5 AR
T A HFE ST B T LR
BRI BB R R T E
(. L3S Y RTE N R BTS2
TS5 Y77 A, R X i e ) LA
HHTIR MBI, = J i i 451 0k 3k
ITIE A2, B L8 DT 4K, AT
5 g AR RN, A Refd G G THE
Ji 6 R R X5, R TR
e, 7k S e A T RE I
18 5 R £ (0 54T AR, AR “ 4
WG4, BUFEE, HlEZE” 76

X He 7 T, - 4385 YL B iR VA (TIE SR =
LY F R BRI TS YR
RS S BT A BN, Rt
A SN MVATS U SR

A8, L IgEIT YeiE B 26 2 R
(RN R S o0 il |- AR s BN
BATFMANRSE. SELmLE]
SRR MR s Ge Bl i ik Sk
T of i Ry 58 3B I T o X VAR
A Al HEAE 2018 4 H YO T . A,
SAEA R TR ETE 2 N ZHLR
T W BRI R WA

AN, f il B OR PO I T
CHEE VT B89 (AT ). 1B
A J v [ PR O o B R B “INT,
Hds VF ] i) BEANYR] fe g 2 2 TR
BE G, EARSSAER
AP EZEREM T A, AR
AT MO B 5T AR A 27
2018 VI ER it .

Bl &
RAE, R ZRMRIESRMRR

Hh [5G B4 T B = 5E K
F B B bR E &% E
2020 FFIEA U MRRILE REVR A4 B H 1)
5 EE B AR A B 15%, B9 58 5 £E 2005
S L Al b PR AR 40% B 45%.
2017 “F 28 = 2R, AR A HRELE 2
FLE CLIEH] 14.3%. 2T BUF Y]
U, AT A B HE R
JEELA R T 45%, iIEF] T 2020 4E
H bR 2%

RE AR T X, ik
He k5 5 % 9 B K ok g2k 5
M I 2k =S XAER
KRR LR TaRE. (T, ki
S REVR B AT L 1B

HR2, X T 0] B 5 5 2 B I (1 35
BNE SR KSR ? E I A S
s, T 7R R U s A /i
T, R 2 R it 2 T DA SR
HLJ BT e R A 4% A aE. lhn,
HIR TR I, TE AT BER S T,
Hh [ A AR L) T BRA B 142
feE 2 B B2, WRHE 2017 4
GRS R ) DA IRAR
30 FFHVABERTS FRARE 2 TR
T T4 ) A A A AR i L g 130 2,
AR AT DA HIAE fe s 23 423 TG
HH L BT LR H T SEAT 4% HL TR
SHIELSYN R 2Tt e
A REIR A A PR AEEE R, AIMAEA LB
FHBUR B RE LR ] FEA BB K
JEPRBERE S 17

e, AEBRHEBOE 5 1 R M 1%
RBNVEYIE. BIRHEE 5 8rA
ST BRI HE I 3 B R B 73, {HA]
PUAHETE 2020 it — iR H
T SABAT B F AR B B Al

MRFEILE
BYVR- B4, “ANZEURLEHER
BFEPTERKSERBKIFAINRE

2018 4F, HHEAGHL S EN T H
fr Bt —2, (B0 BE A

13«



BB 2018 What to look out for in 2018

] A it S SR BT b 4T 50 [ P9 X
EE AR R TS A T E ML T
REEFURFBARE L S, Bk,
] i Ml 7E 4 5 55 SR B A X 4 % 1
R L SRR IR BT
R i S =SNG £ IV
HER R, IR HBRER DN A A
i SENITIRT iR R

M EEL 35 4 3 1 R YR % 351 ) )
FEPH IR REVE A0, «— A —BR” FTiR
HER % SRS FR e 5 R AT B RV A,
5 Wi 6 [ 5% 4 I 52 T HR 4 R
H 5. e, MBhE 49 H ¥ A
S, JUFRFHA TR BAEK, T
H [ TE 7 AR 93— 47 b B AT
R, 2018 4F 1 E A e /11T BASC
FF 4t S 3 T A E OB FLshiR A
TERR e, TBUZE A A SRR 4
PRI o

AT E PRI B #h E
FEE (B, RITURMBERER
D50t B Br b OF 1 8] 82,

14 «

BRI IAE 2017 55452 T 2 TR AE
PEFR T8 L, X BUR AL AL
5 fh 7 T H )R B R AL 2 SR AT
HH,

PR b, X EEOR By R
ESENLFZELIMEH. X2EEAN
K205 v EARAT 20T Rl gt B s
H R, FRAEREGFE
2252 VAP A0 6] o e £ 52 BB D ) R
DR, i 75 SR EC5i ) s A i i (2 />
F2 il S VR RO R AR T H
P UGE Z ATAERREE A2 FE A
2577 THI (1 R HR O A ol o

TERSARAT A T3, B 7
Xof U AR T H B, R A
] P DA IR ) IS FE . “HRAT U
87 [WH TR, o E AR R AR
S PN &5 N g e i T
TR AR, PE Y
A BRI T H X AN AR K
U7 J7 R . Sebr b, RENE
R mahn4 sk mr=ag, M ikl
EEMHBEEES.

S52kaE
RT - RET R AT, &R ERRITH
RPLEE

211 R R A1T(MDB) K A 1
B AT AT [ 55 A R 41 3 R 550 2
[y, MITIZA #E2x BREE IR SA L7
KBy 22100 R JEARAT Bk A DL
B[R] R AE I ARV, T2 1 2 A4
15 B ] A %) 28 25 2 6 A7 T ) A 22 24
R, Sy Ab, tHEFRERAT B il T
(cascade) JT:NBEARBEMIE—MF
AR R RIS, (AR £
B 77 2R RA A5

X EBRS N — k2 w4
C& o e 95 1 [ 2K Bk R AR %
HRIMIE 1. 74k, e 7 E
RN H B 7 JE Al 182 it 5 % 49k A
H 28 52 TH 0 — P [E] B 7E 3K 155 790
N, bR % 1 A ] PR AR SR ] B
X I Ao A W 14 K R 0 2R AT R,
I Habd E 57577 K E — &Rz
5zt EnETig. ©



What to look out for in 2018 REEtE 2018

What to look out for in 2018

What are the key challenges for environmental governance
in the year ahead and what actions should China take?

Few expected that in 2017 China would become the new
leadership hope for climate change action and defender of
globalisation. So what might 2018 bring? To get an idea,
we’ve asked nine experts to share what they think are the

key priorities and challenges for China this year.

Prioritise environmental justice

Li Jing, freelance reporter and formerly senior
environment and climate reporter for the China Daily

and South China Morning Post
The buzzword for environmental protection in 2017 was
“oversight”. The Central Environmental Inspection Group
struck hard against the complex of interests behind local
protectionism; and the inclusion of staff from the Party
disciplinary and human resources authorities sent a clear
message to officials — performance on environmental
protection is now an important part of your record and your
chances of promotion.

But the unexpected “collateral damage” of these

crackdowns cannot be ignored: some local governments

[J chinadialogue

have forced businesses to shut down, with private SMEs
bearing the brunt and some workers left temporarily jobless;
the shutdowns and reductions in output have pushed raw
material prices upwards; and a rushed coal-to-gas transition
has caused problems for both residents and industry over
the winter.

The key task for environmental protection in China for
2018 will be to sustain the improvements. New policies
such as the national carbon trading market in late 2017, the
collection of an environmental tax in early 2018 show that
China is seeking to internalise once overlooked resource
and environmental costs.

Fortunately, the data currently available for 2017 shows
that the year’s crackdowns had only a moderate impact
on the economy as a whole. A new issue for policy-
makers will be how to spot and reduce localised impacts of
environmental management measures on the economy and
vulnerable groups and pay due attention to environmental

justice.

«15 .
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Improve local government

Dr Tan Hao, associate professor on China’s energy
transition at the University of Newcastle

Establishing a more systematic appraisal system for the
performance of local governments and government officials
will be a major challenge in 2018.

Local governments and their officials in China often
struggle with different priorities that are sometimes subject
to ad hoc directives from higher levels in the political
system and changes in public opinion that can cause
confusion. Recent events, such as the mishandled ban on
coal heating in Hebei, have shown that an ad hoc approach
to environmental protection may jeopardise China’s effort
to improve its environment in the long run.

Of course, the tensions between social, economic and
environmental objectives are not unique to China. But the
introduction, interpretation and implantation of certain

policies in China could become less arbitrary.

Get business on board

Peter Corne, co-head, Dorsey & Whitney Cleantech
Business Group, and managing partner, Shanghai Office

Johnny Browaeys, director of international operations at
GREENMENT Environment

Environment enforcement campaigns are time consuming
and require a lot of resources to execute. Punishment is not
enough. Blunt enforcement does not always “land” well;
nor does it “stick” well. Alone, it is not the most efficient
tool for the purposes of compliance: environmental officials
cannot be everywhere all of the time.

Instead, there needs to be a mechanism that inspires
voluntary compliance, a supporting business culture that

will naturally lead to self-governance. This is the challenge

The main tasks of this law are to prevent
pollution occurring, to clean up existing
pollution, and to compensate for losses.

.16 -

that stands between the government and a true “ecological
civilisation”. And it is the only way that a lot of the flaws in
the current system can be realistically addressed.

Those that are regulated must become environmentally
self-aware, thus more education is needed at all levels; the
regulated must become capable of improvement; given the
resources to do so, engaged in the process of building a
better environment, and motivated to achieve the goals that

the government has set.

Improve the rule of law
Zhang Boju, executive director of Friends of Nature

The outlook for soil pollution in China is not good, and
this impacts directly on food safety and human health, yet
despite its importance there is no legislation. In 2017 the
legislative process for the Soil Pollution Prevention Law
was started, and the resulting consultation draft sparked
widespread discussion in professional circles.

The main tasks of this law are to prevent pollution
occurring, to clean up existing pollution, and to compensate
for losses. A clear definition of who is responsible whilst
fully implementing the principle that the polluter pays is
the only way to ensure those responsible take the necessary
measures rather than the current situation of “businesses
pollute, the government pays, the people suffer.”

[We] need to see improvements to the design of the
mechanisms for judicial redress, information transparency

and public participation and green financing mechanisms.

Curb coal

Ranping Song, senior associate at World Resources
Institute

China is on track to beat major climate targets two to three
years ahead of schedule. Despite the progress, carbon
emissions and coal consumption are projected to rise again,
reversing a three-year trend. This is largely due to resumed
growth in energy intensive industries, such as steel,
chemical and electricity production.

Is this just a blip or a trend? For the vision of Ecological
Progress to take hold, more robust measures are needed,

many of which make financial sense even for coal power



What to look out for in 2018 REEtE 2018

plant owners. For example, new research finds China’s
existing coal power plants would lose a whopping US$14.2
billion under the current policy trajectory. However, if
China banned new coal power after 2017, adopted a 30-
year retirement schedule for coal plant, and accelerated the
deployment of low-carbon electricity in line with the two-

degree Celsius goal, losses could be capped at US$2.3 billion.

Accelerate green investment

Rachel Kyte, CEO and Special Representative of the
UN Secretary-General for Sustainable Energy for All
(SEforALL)

China has the opportunity to stake out its leadership role
more determinedly in 2018. How it behaves overseas as
well as domestically will be key.

Domestic demand for clean energy has created dominance
in wind and solar energy. It is ironic therefore that Chinese
entities still have so much at stake in proposed coal power
generation around the world. China’s expansive vision in
its One Belt, One Road initiative could demonstrate that its
investments can spur inclusive and clean growth for all.

From energy access projects in Pakistan to energy
storage in Africa, funding and support from One Belt, One
Road could be the difference in meeting the sustainable
development goals on time.

Finally, it seems that not a day goes by without breaking
news on electric vehicles — an area where China is
becoming a leader. 2018 could be the year when China
supports cities and countries around the world to adopt such
vehicles as a standard for school buses, municipal vehicles,

as well as public fleets.

Regulate international project financing

Wawa Wang, public finance policy officer, Bankwatch
In response to international criticism, Chinese governmental
agencies have devised symbolic guidelines throughout the
years to govern the environmental and social performance
of projects enabled by Chinese financing and company

investments.

These non-legislative guidelines have almost zero effect
because most project financing agreements with Chinese
banks take place before issues of non-compliance with
recipient country laws and international best practices
are dealt with. Urgent regulatory oversight — no less than
legal requirements — is called for to raise the quality of
environmental, social and legal due diligence before project
financing is agreed.

In acting as a climate leader, China should approach its
international coal projects with the same resolve as it is
starting to demonstrate by halting coal-fired power plants at
home. Bankwatch’s research shows that China remains the
world’s largest financier and exporter for coal technologies
internationally. To improve its global environmental
governance, China needs to stop financing coal projects as
a false “eco-friendly” solution, when in fact the financing
enables an overall capacity increase in the global coal fleet,

therefore, an overall increase of greenhouse gas emissions.

Engage in global governance
Paulo Esteves, director at BRICS Policy Center
Instead of focusing on internationally agreed standards,
multilateral development banks (MDBs) are adopting
policies that push country systems to the centre of the
environmental governance landscape. This is a threat
to socio-environmental governance because it relies on
national systems to cope with undesired impacts.
Combined, these two sets of policies are stressing already
fragile country systems. Moreover, they are part of a
broader Western response to China’s rise as a key source of
investments in infrastructure. In this context, it is critical to
monitor how country systems are reacting to this growing
pressure, and to have China actively engaged, along with
Western powers, in a broader debate on socio-environmental

governance.
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The 2017 review

Controversies and tensions tested the credibility and focus of policymakers

[0 Ma Tianjie

© Qi Lee / Greenpeace

For the first time, the 'class’ aspect of environmental protection in China has been laid bare

The end of the year is traditionally the worst time for The resolute measures China has taken to ensure good
air pollution in northern China. But this year Beijing air quality in 28 cities in northern China are causing others
has enjoyed days of blue skies, with the winter outlook to complain of hardship. The policy of replacing coal with
indicating the best air quality since 2013. Any celebrations (less-polluting) natural gas requires millions of residents in
though have been drowned out by huge controversies. Beijing, Tianjin and Hebei to stop using it. But progress has
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been patchy and in some places coal burning was banned
before gas supplies were secured, leaving residents without
fuel for heating — and in the harsh winters of northern
China, this is causing suffering.

A more fundamental issue is the pressure on natural gas
supplies caused by the new policy, with news of shortages
and inconvenience still coming in.

Who is environmental protection for? For the city
dwellers to enjoy clean air must villagers freeze? Questions
such as these have spread on social media and for the first
time the “class” aspect of environmental protection in China
has been laid bare.

And this is not the only public dispute to arise over
environmental protection. In September, German car
component manufacturer Schaeffler took the unusual step
of sending a letter to China’s environmental authorities,
pleading for a supplier in Shanghai to be given more time.
The supplier had been ordered to shut down for breaching
pollution limits.

“Closing this factory will prevent the manufacture of 3
million cars and cause 300 billion yuan (US$ 45.6 billion)
in economic losses,” Shaeffler said in the letter that was
later leaked, stressing that the supplier’s products could not
easily be replaced and the closure would impact on China’s
entire vehicle manufacture supply chain.

Despite Schaeffler’s playing the economic card, the
environmental authorities did not back down, directly
accusing the German company of “not taking warnings
seriously” at a press conference.

At the same event the Ministry of Environmental
Protection rejected claims that protection efforts were
pushing up raw material prices. It backed up that rebuttal
with data showing that China’s economy is developing
well and that rather than damaging growth, environmental
protection is improving its quality.

With strong, top-level political support, and what
looked like firm public backing, those responsible for
environmental protection in China were not deterred by
talk of new protections damaging the economy. But a few
months later the controversy over the switch to gas caught

them unawares. The ministry relaxed the schedule for the

changeover in Beijing, Tianjin and Hebei, and Beijing took
the unprecedented step of using back-up coal-fired power
generators.

Consider that Beijing only shut down its coal-fired
generators this year and not long ago bid an official farewell
to coal-fired power.

Although the heating switch could be interpreted as
environmental protection trumping concerns for vulnerable
groups, others took a closer look: why had the technicians
implementing the policy miscalculated rollout schedules
and natural gas supplies? Had there not been a chance
during the policymaking process for those technicians to
express doubts, preventing a flawed policy from being
forced through?

This year-end controversy shows that the ship of
environmental protection, carried along by the winds of
public opinion, and fanned by the “air apocalypses” of
recent years, has run aground on hidden reefs of class
tension and concerns around social justice.

Sweeping environmental measures are affecting the
interests of more Chinese people. Closing a polluting
factory may still win cheers, but making heating, cooking
and driving more difficult are less popular.

Annual data also shows how China’s road to
environmental protection will not be a straight one. After
three years of falling, coal consumption rebounded this
year. Although it is unlikely to return to the high of 2014
(some researchers think coal consumption in China will
never reach 2014 levels again), coal consumption acts as
a barometer for China’s environmental progress (on air
pollution and climate change) and this year reminds us
that while there are many positive signs, environmental
improvements will not be solved until some deep-rooted

problems are addressed.

Who is environmental protection for?
For the city dwellers to enjoy clean air
must villagers freeze?
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As well as environmental controversies at home, 2017
saw subtle tensions develop between China’s environmental
image at home and abroad. Whether it was Xi Jinping’s
speech at Davos in January, or the report of the 19th Party
Congress in the autumn, the signals were strong and clear:
China is sticking to green development and its vision of an
ecological civilization. But China’s overseas environmental
footprint caused repeated controversy: China is slashing
coal use and reducing pollution at home, so questions were
asked about why it continues to finance and build coal-fired
power stations overseas.

“China is not breaking the letter of its Paris commitments,
but these Belt and Road investments are certainly not in
keeping with the spirit of the agreement,” said Elizabeth
Economy, a well-known expert on Chinese environmental
issues, writing on Politico.

The seizure of a Chinese fishing vessel laden with sharks
off the Galapagos Islands focused attention on China’s
global environmental footprint. The crew of the vessel
that caused the uproar were later jailed by the Ecuadoran
authorities. With China’s coastal fisheries exhausted after
decades of overfishing, China’s distant water fishing fleet is
suspected of shifting the problem elsewhere.

Both at home and overseas there looked to be a “zero-
sum” character to China’s environmental strategy. To
achieve environmental aims benefiting one group, it seemed
necessary to harm another. Whether that’s farmers in Hebei,
or fishermen in the Americas. And the international context

strengthened that sense of a zero-sum game.

« DD e

In Trump’s first year as an “America First” president, he
appointed a head of the Environmental Protection Agency
who is opposed to environmental protection and announced
America would withdraw from the Paris Agreement. The
message from the Twitter-loving president is clear: At
home, US environmental policy is damaging industry, while
international environmental policy is damaging US interests
as a whole.

Although there are no signs yet that China’s policymakers
will follow in Trump’s footsteps, if the environmental
tensions seen this winter continue then both their credibility
and focus will be tested.

Online commentators are saying that a lack of transfer
payments, both domestically and internationally, is causing
tension between environmental protection and poverty.

Beijing residents benefit from environmental policy, but
there is no system to compensate Hebei villagers left to pay
the costs. Meanwhile, residents of poor countries who suffer
when their development rights are curtailed for the sake
of global emissions reductions have inadequate systems
through which they can obtain financial support from richer
nations.

In China, at this key stage of its energy revolution and
construction of the ecological civilization, it is time to
place the issue of fairness during the green transition on

policymakers’ desks.©

Ma Tianjie is chinadialogue managing editor in Beijing.
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China coal use rises

Despite the setback, world’s biggest coal user is still on a path towards clean energy

O Feng Hao Lili Pike Yao Zhe

Coal consumption in China is believed to have peaked, despite last year's increase

China’s coal consumption rose 0.4% year-on-year in
2017, ending a three-year period of decline but the uptick
was still well below the 2013 peak in coal consumption,
according to an annual report released today by the
country’s National Bureau of Statistics (NBS).

Overall, the small uptick in coal consumption is an

aberration that will not derail China’s path towards a low-
carbon economy, experts told chinadialogue.

The weight of coal in the country’s energy mix has fallen
to 60.4% from 62% in 2016, despite a 2.9% rise in total
energy consumption.

It is also revealed that the share of clean energy (as

www.chinadialogue.org.cn 25 «
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China's coal production and consumption (2009-2017)
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defined by the NBS) in China’s energy mix, which includes
sources such as wind, solar, and also natural gas, expanded
from 19.7% to 20.4%.

This was driven by increases of 21.4% and 38% in wind
and solar energy output, respectively, as well as a 14.8% rise
in natural gas consumption, the result of a massive campaign

to switch heating systems from coal to natural gas.

Coal demand

Following a three-year decline, China’s coal “comeback”
has raised eyebrows given the country’s efforts to shed
excessive coal production capacity.

Tim Buckley, a climate finance expert with the
Institute for Energy Economics and Financial Analysis,
told chinadialogue that short-term conditions, including
economic stimulus ahead of the 19th Party Congress,
coupled with poor hydropower production in the same
period, were responsible for the slight rise in coal
consumption.

Yuan Jiahai, professor at the Northern China Electricity
and Energy University, said that from late 2016, provincial

» 26 » www.chinadialogue.org.cn
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governments embarked on a massive wave of investment
in infrastructure and real estate, which prompted a
recovery in energy- and coal-intensive industries such as
steel and cement.

Under these economic initiatives, power generation and
coal production soared for most of 2017, before slowing

towards the end of the year.

Shaky comeback

However, the slight rise in coal consumption is not
expected to last given China’s continued economic reforms
and energy transition. This means there is little chance for
sustained coal growth.

Xu Zhaoyuan, head of the research office at the State
Council Development Research Centre’s Industrial
Economy Research Department, says the 0.4% uptick is a
short-lived fluctuation, predicting that coal demand will
decline in coming years, and the peak in coal consumption
in 2013 will not be exceeded.

The extension of current measures to prevent and

control air pollution in 2018 and beyond, as well as the
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state’s continued push to develop renewables, mean that
momentum for China’s energy transition will remain,
including the on-going switch of heating from coal to
natural gas, and the end to usage of loose coal, noted
Xu.

Furthermore, China’s real estate development, which is
a major driver of coal use, is facing restrictive regulations
by central and local governments, noted Qi Ye, senior
fellow and director at the thinktank Brookings-Tsinghua
Centre.

“The traditional drivers of coal growth — construction
and manufacturing — will continue to give way to the
service sector in economic growth,” said Qi. “We stick to
our conclusion made in 2016: Coal-fired growth is over,
despite the fact that coal remains the primary fuel for the
Chinese economy.”

Growth in coal consumption is not sustainable because
much of the coal has been stocked in anticipation of further
price hikes, and actual coal use could have been less,
according to Yuan Jiahai.

He predicts that coal demand and total energy
consumption in China will not see the same strong growth
as 2017. “We are looking at primary energy consumption
around 1.5% for the years to come. The kind of growth we
saw in 2017 will not be repeated,” said Yuan.

Many believe that coal consumption in China has already
peaked despite fluctuations.

“It may not be a ‘pointed’ peak per se, but coal
consumption has already reached a plateau,” noted Liu
Qiang, an economist with the China Academy of Social

Sciences.

Transformation

Still, the 2017 coal consumption figure will serve as a
reminder that the path towards a clean energy future will
not be easy for the world’s biggest coal burner.

China has promised to produce 20% of its energy from
non-fossil sources by 2030 as part of the global effort to
curb climate change. In 2016, non-fossil sources accounted
for 13.3%.

The urge to boost economic growth through energy-
intensive infrastructure investment still exists in provincial
authorities, said Xu Zhaoyuan, which will have to pay more
attention to the quality of economic development. Apart from
that, new tools and measures such as the national emissions
trading scheme and marketisation of electricity distribution
must be used to promote higher energy efficiency.

The coal consumption increase is a sign for China that
“there is still much more work to do to push forward its clean
energy transition”, said Alvin Lin, China climate and energy
policy director with the Natural Resources Defense Council.

He believes that the world leader in renewable energy
production and electric vehicle uptake is firmly on a path
toward clean energy, “but the next few years will require the
deepening and successful implementation of its climate and

clean energy ambitions”. ©

Feng Hao is a researcher at chinadialogue.

Lili Pike is a strategic climate communications specialist for chinadialogue and the
executive director of the Beijing Energy Network.

Yao Zhe is a strategic climate communications officer at chinadialogue.
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More rights for dogs

This year’s lucky zodiac animal faces divided opinion over its place in urban life

As China enters the Year of the Dog, cuddly images of
man’s best friend are everywhere — on TV, as mobile
memes, and on billboards.

But the celebrations are a temporary truce in a deep culture
war. On one side, stands an army of dog lovers who adore
their pets and treat them as family, on the other, those who
view dogs as possessions, to be eaten or mistreated at will.

The “Changsha dog-beating incident” on 31 December
was the latest event to highlight the cultural rift between
dog-loving animal rights activists and those who either
don’t see the point or are hostile.

As more Chinese adopt urban lifestyles and buy pets,
commentators and animal rights activists predict divisions
will deepen. Animal welfare groups say an animal
protection law — combining sharper teeth and a gentler

touch — is needed to manage the problem.

Beaten to death legally

A golden retriever named Cola catalysed China’s latest

0 Liu Qin

discussion of animal rights. Cola attacked several passers
by in Changsha, Hunan province, after being left tied up by
the roadside. The police were called. Unable to find Cola’s
owner, a police officer beat the dog to death.

Reactions were fierce, and divided. The policeman
received online threats and abuse from dog-lovers. His
family was harassed. One person was arrested for posting
his personal information. Others praised his heroism for
tackling an aggressive animal that had to be put down, and

showed appreciation by sending traditional silk banners.

Old-fashioned rules

Animal protection professionals say the Changsha
controversy highlights the need for an animal rights law,
as well as specific reforms to dog registration, welfare and
management systems — all under pressure from rising pet
ownership.

“The old management system obviously can’t keep up

with new circumstances,” says Jiang Jingsong, a Tsinghua

«31 .
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Animal Asia found China had about 30 animal welfare groups in 2006,
whereas today there are more than 200.

University academic and co-founder of animal protection
site Dongbaowang.org, speaking of the Changsha case.

Greater affluence means that more city dwellers can
afford a pet than 40 years ago, while demographic trends
have produced many lone children and elderly people in
need of companionship.

Dog ownership has more than doubled in Beijing,
though exact figures are hard to come by. Registration and

management systems differ from city to city.

More pets

Beijing Public Security Bureau’s most recent figures from
2012 show nearly one million registered dogs. Website
Oriental Outlook says pet dog numbers doubled from
458,000 in 2005 to almost one million in 2013. Add in
unregistered dogs, and Beijing has a canine population of
more than two million dogs to 21 million humans (using
2013 figures).

Animal rights groups have sprung up too. Surveys by
Animal Asia found China had about 30 animal welfare
groups in 2006, whereas today there are more than 200,
says Chen Minjie, head of the organisation’s dog and cat
welfare campaign. Their list does not include numerous

smaller, informal groups.

Dog registration

“There’s no single unified system in place,” says Chen,
adding “In the future we’d like to see an independent
dog registration body so this task can be done more
professionally.”

Public security authorities handle dog registration in
most cities, including Changsha and Beijing. A few, notably

Shenzhen, give the job to urban management officials.

.32

Beijing’s rules allow public security officials to destroy
any unaccompanied dog without a registration tag,

regarding it as a stray.

Fees

Dog registration fees shot up in the early days of widespread
pet ownership to discourage people from getting pets.
Nowadays, fees are being lowered or abolished altogether
to encourage pet registration. Fees also include the cost of
immunisations.

Today, registering a dog in Beijing costs 500 yuan
(US$79) a year according to the Public Security Bureau’s
2017 notice.

Registration used to cost 10 times as much and at a time
when people earned far less — in 2003 it was 5,000 yuan
even though disposable income for China’s urban residents
averaged 8,472 yuan.

“The 5,000 yuan fee was clearly aimed at making
dogs unaffordable,” said Qin Xiaona, head of the Capital
Animal Welfare Association in an earlier conversation with
chinadialogue. After 2003, clauses about “strictly limiting”
ownership were deleted from the regulations.

Shenzhen, Chengdu, and Chongqing have since scrapped
fees. “In the past the government aimed to ban or limit dog
ownership, but now the thinking is to guide and regulate
it,” a Shenzhen urban management spokesperson told the
media.

Some cities — including Beijing — limit the number or size
of dogs in urban areas, but these rules are seldom rigorously

enforced.

Messy and aggressive

Many people complained, when asked by the media, about
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being jumped on by unleashed dogs, of dog mess on the
streets, and noisy dogs. Such problems are caused by lax
owners so it is they who should be punished, argues Jiang.

“If you don’t do the small things properly, minor problems
can escalate and people blame the dog,” agrees Chen.

Stray and abandoned dogs are often the focus of
complaints. Chen says every dog shelter she can think of
is full. Aita Foundation, a Beijing based animal welfare
group, has taken to rehoming dogs over 1,000 kilometres
away in Xi’an, finding homes for 61 Beijing strays there in
a single year.

Some welfare groups took the Changsha incident as a
chance to approach government agencies about working
together, says Chen, whose organisation held a joint meeting
with Nanchang public security authorities, alongside

Nanchang Small Animal Protection Association.

Awaiting reforms

But animal welfare activists say an animal protection law
remains key to solving these problems.

Laws protecting animals have been proposed at the
annual meeting of China’s parliament, the National People’s

Congress, for years.

“It takes time to get a new law on the books, but we
won’t give up,” says Jiang.

The draft of a proposed animal protection law was
circulated at the meeting almost a decade ago, but nothing
has been enacted since.

It covered feeding, care, breeding, and transportation,
and it forbade abandonment and mistreatment while
including measures to educate pet owners and protect non-
pet owners’ rights.

At the end of the 2017 sessions, Youth.cn published a
list of the proposals most liked by its readers. Topping the
rankings with 145,318 likes was a proposal that cruelty
to animals be punished with detention, put forward by
representative Zheng Xiaohe.

“Dogs don’t live long enough to see more than one Year
of the Dog, so we need to be kind to them in this one,”

sighed Aita’s project officer Lu Ping. ©

Liu Qin is a researcher at chinadialogue.

« 33



73

iA Environment politics

PR Y.
bk« MR Z ks

—EHHIRERE (EREX) £FRF, RELHES -

S

TR BB G ) 8 F) 2 A 2

ERAEE RS - Mgt
S 1) 7y B2 [0 2 31 3 A% a2k ) E
ERZ—.

PEGRRFRE 75 - MR S [
MG E RV ERE, et s S
Y- 2 R 4 TN SR AR R U 2

ﬁamw@aﬂm W@, N T R
X =S, RS - MR ) L

WEIE T — AL EE ALY — &
BBC HARYIAFF Q25K 2),
A ZA ERFAN. BAEYER
KT - BB E RN S 5%
il 184 =

2017 4, u%ﬂ%iﬁl%ﬂ
T AR R g OUH 2

«34 .

N

b5 G AN R RORL X 2 0 B Al
O BRI 52 8

XULF o

FE R EREEER
BERIGEE, RIIEFIRIE
T — B O HkiERIA LY -
—EBBCEARILERA
(EBEDK2) , HINE
ZREFA. BREYE
RAE-EBEE TR
IEFRAERIMES.

o JURE

WESHETIRAE, HEIAEEHISANER.

eI A=W EV =P O S & Y
HYF I, < At S ST TP
JEAR AR R BB S Gela) L,

a2 R 7 E H AT IEE KT B
TE SRR, BN

RENFR SE-PREEE TS - M
TR T P EEMR T TSR R,
A4 LR A AR A AL S RE, DA
FATHH G AR E SR B

B 7 AT AR AL R R
B R R R, (HRRT
B bline o S WP P T2 S AR A Bt

P E NIRATE RS L 20 [E 4
H. 55 5 2V 2 L] T 1)
AT A AR, HEBN R SR AR AL S 4
BRMEBRL . ST .



Environment politics FISHEGE

% T O i

P AL 5 B B B IR AT P
PLURT FL A B AR AR, [ 7R Sk by
I il 11 s VA 98 1) — A & TR AT
e W E AR X — J7 T “Hh Z B0 A AR
frI2ER 7

[ BT LR SR, R AR, 4y
S DL R B e 4 g IR E Y 1 [ A
B AL BT A5 1 HARK
W—EHB T EETEDEARNE
KL, X T EE A ok 1) — N EE H
SEVIWT T AR R A RN F] 2
[E1]i)i

UG, JEE A RE S neE S
w4, 25 G A DS U
J73RAR B TR ] i B RS G 1)
AERYM L

e [E AE ST R AT 25 FEREERL
RI) rp U KR 980D HETE BT RE 1R D
N TRB LR R RS G, 2
oK 1 i by Ge R 15 G o

SR, MR LFR, AR
FIEARE, KN 2050 43X 4 H Ar
KIET o Weoh, thRIE TR T #4:0R
W75 2 (R ) 38 3 S8R IR 370 1T
PWHE IR

CAIR IS 1 — 25 [ 5 A
B WU 1. BA LR 1
PRok2y, JIRAG TR G Y.

“SET ok B e E B T
S BERIA BTG B U AL, AR
Fr BRI AAE 7 BIK YL

“TRIAE, [ Bt 2 dn SRAR i
SRR IFOR B — A 1A,
FE AR S B e AN TT A R

YRHBOR

2011 4, [ W A 4
BRECK BRI A P . BRI AR, o
] 30 A A BR fie K IR PR TH S gt 1 [
AR I o AR 4 Bk i K I 2R} i
WA L E 2B g A
TEH o A AR SRR A K L
52 B 7B R A A T Bk rh R
(RISZH o

BLAE, H [ [ Py A R B O
AP THEPREE R, o EEE
i ] Py 2R e T W KR
K] BE 2 Wi G HAE [ B A4 AR
WefIfE A o

Hh I A K/ R (e Al
HA R 2 R ] 5 I K AR 7. Al

WA SRR R T R, R
KPEH, AR G54, BEkE
Wk . BRI KK [ Py [R] A R
R EAT 7, (AR, T E S
N A X — AR AR % (i ik 5T Ui 7
AL .

] 5 R 2 23 1A 6 B (R A
L i A R AR LE 1) 32 M R
fEH, MIMHESIEA G R, (a1
WG, B R T A E R R
T3 ) (HRBIETEH,
X T IR IS AR SR G5, X AR
AR T Bk

HTHFEGFRIRE, BTH
4 o, 5 A 2 AN B S IO I EEOK TR
R MR TEFESURIIE K,
TX 4 v ] f S A ER R 1R N T
F1. Bl tm, 12 2016 4, W _E g4y 8
RN BT 20k 147 124

54k, 18 V) 7 5 AT s i g
BHMORL A K R G m . i E R
RN NG AR 39 28 S X ¥
S A R B, TRE N REAAE K
OPSIRIAS MBS

Fh, HEERA, REFXSEENA

«35.



HIEKG& Environment politics

UK-China pledge to fight plastics

May gives Xi a copy of Blue Planet and looks for cooperation on plastic pollution

[0 Li Jing

The importance of tackling plastic pollution was one of the
key messages British Prime Minister Theresa May wanted
to deliver to President Xi Jinping during her visit to China

last week.

On May’s visit, her first to China, she reportedly pressed
Xi to do more to address the scourge of plastic waste at
their meeting in Beijing. The message was reinforced by a
carefully chosen gift: a box-set of BBC nature series Blue
Planet I1, with a specially recorded message from naturalist
Sir David Attenborough.

In 2017, the TV series was lauded for raising public
awareness of ocean plastic pollution, specifically the
destruction of marine life from industrial pollution and
microplastics.

According to a Downing Street spokesperson, May told
Xi that, “The world has a collective responsibility to tackle
plastic pollution on behalf of future generations.”

She pointed to the work being done in China to remove
plastic particles from the Yangtze River to stem their

harmful flow into the ocean.

« 36+ www.chinadialogue.org.cn

1 © PM's Officé

Prime Minister Theresa May drinks tea with President Xi Jinping

Xi and May also discussed a shared commitment to
protecting the environment, including their support for
the Paris climate change agreement and determination to
tackle the ivory and illegal wildlife trades, according to a
spokesperson.

In China, official news coverage of the meeting from
Xinhua reported comments from the Chinese leader
on tackling common challenges, although there was no

specific mention about plastic waste.
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“The two countries should enhance cooperation under
multilateral mechanisms, including United Nations, Group
of 20, and World Trade Organisation, and find solutions for

global challenges, such as climate change,” Xi said.

Working together

One reason behind the lukewarm response from China may
be the “lack of basis for bilateral cooperation” on plastic
waste between the two countries, according to Mao Da,

a senior researcher at the Rock Environment and Energy
Institute in Beijing.

China’s ban on foreign waste imports, including plastics,
paper, textiles, and some types of metal, came into effect
in January. A side effect has been to sever ties between
Chinese and foreign companies that deal in plastic waste,
according to Mao, who has campaigned for a zero-waste
agenda.

Nonetheless, the UK is likely to push engagement with
China toward reaching a global deal to tackle ocean plastic
pollution, referring to a United Nations resolution that is
dedicated to achieving this.

The UK committed to significantly reduce, and where
possible prevent, several kinds of marine plastic pollution,
particularly land-based sources, in its recently released 25-
year Environmental Plan.

However, environmental campaigners claim the plan
does not go far enough because its 2050 target date is too
far away. Also, it omits deposit return schemes that pay
consumers to return plastic waste.

Some countries, led by Norway, have pushed for a more
robust and binding international treaty to end marine
plastic pollution.

“Xi Jinping is increasingly willing to put China in a
leader position when it comes to global environmental
governance, as in the case of the Paris climate accord,” said
Mao.

“Similarly, if a robust international treaty on ocean
plastic waste is to be reached, China’s active participation

will be indispensable,” he said.

Plastic policy

China overtook Europe as the world’s largest plastics producer
in 2011. Until last year, it was also the world’s biggest importer
and recycler of scrap plastics. As the biggest producer of
plastic waste, China’s role is being closely watched. Its

stance in such negotiations is also influenced by other major
developing countries, such as India.

China’s international reputation is now linked to its plastic
policy at home. However, the massive challenge of curbing
plastic pollution domestically may hinder China’s ability to
play a more proactive role internationally.

Numerous small-scale recycling businesses in China,
many of which are simple family workshops, have released
toxic waste into the soil, air and water supply, prompting the
authorities to ban waste imports. While this will deal a heavy
blow to domestic recyclers, in the long run the shift could
optimise the recycling industry, hope China’s rulers.

China’s National Development and Reform Commission
is drafting new regulations to limit or replace use of plastics
in manufacturing supply chains, as part of the country’s
shift toward a circular economy — an economy where waste
becomes a valuable input into new products. Yet China’s
monitoring of plastics is still weak, posing challenges for
policymakers, according to Mao.

The new digital economy has seen consumption of single
use plastics soar due to massive demand for parcel packaging
and food delivery through e-commerce businesses. This has
added pressure to China’s waste disposal sector. For instance,
in 2016 alone, a total of 14.7 billion plastic bags were used in
packages from online shopping.

The need for better research on the impacts of microplastics
on water systems is also pressing. Researchers at the Chinese
Academy of Sciences say a major gap still exists between

knowledge of the problem and effective management. &

Li Jing is a freelance writer covering environmental and climate issu
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Climate on Davos agenda

As the World Economic Forum meets this week,
environmental risks are high on the agenda

[J Soumya Sarkar

Global business and political leaders have said extreme
weather events would likely pose the greatest threat to
business and commerce in 2018, which marks a major
departure from what they thought even 10 years ago, when
economic factors such as asset price collapses and oil and
gas price hikes were perceived as major risks.

For the second year running, extreme weather was rated
the world’s biggest threat, according to the Global Risks
Report 2018, released last week by the World Economic
Forum (WEF), whose annual meeting starts today at the
alpine resort of Davos in Switzerland.

Based on a survey of nearly 1,000 experts in business,
government and civil society, the latest edition of the report
has seen a dramatic change in risk perception since its
inception 13 years ago. In recent times, fears of extreme
weather, natural disasters and failure to mitigate climate
change have clearly outranked economic factors such as
market collapses, systemic financial failures and fiscal
crises. Before 2010, environmental risks didn’t even make
the top five. In 2018, three of the top five likely risks are

environmental.

« 40 -

The 2018 report looks at five categories of environmental
risks — extreme weather events and temperatures;
accelerating biodiversity loss; pollution of air, soil and
water; failures of climate change mitigation and adaptation;
and risks linked to the transition to low carbon. All these
risks were ranked high in terms of both likelihood and

impact in the latest report.

Pushed to the brink

All the five risks listed in the environmental category
have risen steadily in the past 10 years. “This follows a
year characterised by high-impact hurricanes, extreme
temperatures and the first rise in CO2 emissions for four
years,” authors of the report said. “We have been pushing
our planet to the brink and the damage is becoming
increasingly clear.”

The survey was conducted at a time when violent
hurricanes in the Atlantic, such as Harvey, Irma and Maria,
were wreaking havoc in the United States, the Caribbean

and Puerto Rico. The 2017 Atlantic hurricane season was
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the most expensive in US history, with losses estimated to
be over US$200 billion from the 17 named storms during
the season. The total economic losses from natural and
manmade disasters in 2017 reached US$306 billion, which
was almost double the previous year’s losses, according to
insurance firm Swiss Re.

The bad news in 2017 was not limited to extreme
weather. For the first time in years, carbon dioxide
emissions rose in 2017, jeopardising the Paris Agreement
goal of limiting average temperature rise to within 2 degrees
Celsius of pre-industrial levels.

“Experts are preparing for another year of heightened
risk,” the WEF said. “When we asked nearly 1,000
respondents for their views about the trajectory of risks in
2018, 59% of their answers pointed to an intensification of

risks, compared with 7% pointing to declining risks.”

Not much action on the ground

Although climate and other environmental risks have
featured among the WEF’s top global risks for seven
consecutive years, current approaches to managing scarce
natural resources such as water and to building resilience

to environmental threats still leave much to be desired,

according to Cecilia Reyes, Group Chief Risk Officer of
Zurich Insurance Group, which helps WEF prepare its
annual risks report.

This is particularly true for the developing countries,
which have contributed least to global warming but suffer
the most due to it. The amount of money that is required
to combat climate change is available only in global bond
and equity markets, but these are heavily invested in fossil
fuels. Raising ambition to act on climate change and raising
the large amount of funds needed are so interconnected
that governments and the financial sector must see it as a
single challenge, experts said at the Bonn climate summit in
November last year.

Managing risks is an essential part of the challenge. “Risk
managers need to develop a comprehensive understanding
of every point of risk within the business’ global supply
chain to identify potential vulnerabilities,” Reyes said. “Any
such audit today needs to include issues such as resource
scarcity and social challenges alongside more traditional
environmental concerns such as damage to property and

infrastructure or the safety of employees.” ©

Soumya Sarkar is a New Delhi-based writer and editor.
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China-LatAm grow closer

Ministerial forum emphasises sustainability but must now turn words into action

0 Robert Soutar

The world has changed dramatically in the past three years,
outgoing Chilean President Michelle Bachelet told the
second ministerial meeting of China and the Community of
Latin American and Caribbean States (CELAC-China) in
the capital Santiago.

When the inaugural triennial meeting between China and
the 33-nation Western hemisphere bloc took place in Beijing in
January 2015, there was no Paris Agreement on climate change;
no 2030 Sustainable Development Agenda; and a return to
economic protectionism was unimaginable, Bachelet said.

Since that first meeting the forum has made progress on
environmental cooperation, said Heraldo Mufioz, Chile’s
foreign minister.

“We’re supporters of multilateralism, of governing to
face problems like climate change and natural disasters
together,” said Mufioz.

In that time, China has greatly increased its international
presence through the Belt and Road initiative (BRI). At
this year’s summit, the project took centre-stage as foreign
ministers also pledged to ramp-up cooperation with China
on environment and climate change.

Parties released the Declaration of Santiago, which
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identifies environment as one of eight priority areas for
“mutual benefit and development”; and made a formal
declaration on Latin America’s new role in the BRI. A
more detailed Cooperation Plan for 2019-2021 is expected
to follow soon.

The first China-CELAC forum announced the 2015-2019
Cooperation Plan, where President Xi Jinping grabbed
headlines worldwide by pledging to invest US$250 billion
in the region and increase trade to US$500 billion in the
next decade. Expectations on China to commit finance

loomed large at this year’s summit.

New path, or enduring obstacles?

Delivering a message from Chinese President Xi, foreign
minister Wang Yi said that CELAC has become the main
channel for overall cooperation with Latin America and for
achieving “great outcomes”.

In the old cooperation plan, the forum declared its
intention to establish numerous sector-specific fora,
including on infrastructure, science and technology, and

cultural exchanges.
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The creation of a dedicated platform for environment —

a subject that has at times strained relations between China
and Latin America — would be a step in the right direction,
according to Fernando Reyes Matta, director of the Latin
American Centre for China Studies (CELC) and a former
Chilean ambassador to China.

“We’ve begun to create spaces for reflection between
China and CELAC on such themes as environment,” said
Reyes Matta, also highlighting that the new declaration
includes a paragraph on working towards the 2030
Sustainable Development Agenda.

“In that sense, there’s progress,” he said.

CELAC, which was inaugurated in 2011 but still has no
office, phone number or email address, doesn’t have the same
institutional capacity as more established multilateral fora in
which China and Latin American countries participate.

Unlike both the Asia-Pacific Economic Forum (APEC)
and the G20, for example, CELAC provides limited space
for non-state actors within or alongside it.

Asked by Didlogo Chino (part of the chinadialogue
network) what advances there had been in this area,

Alicia Barcena, executive secretary of the UN’s Economic
Commission for Latin America (CEPAL), pointed to China-
CELAC’s academic and other sub-fora.

“Bit-by-bit we can advance towards fora of that nature,”
she said, explaining; “in the 2019-2021 action plan it talks
about open government, of opening information up to society

and involving it, so I think that’s where we’re headed.”

Belt and Road reaches Latin America

The CELAC-China meeting signalled the formal
recognition from a regional body of Latin America’s
integration into the BRI. Although, it was first mentioned in
a recent official Chinese Ministry of Foreign Affairs (MFA)
document summarising new agreements with Panama.

Muiioz declared parties to be “very satisfied” with this
outcome.

He echoed Bachelet’s comments that 21st century
connectivity is fourfold, with new digital and aerial channels

to complement old maritime and overland trade routes.

Wang told a plenary session: “If cooperation were a
fruit, the Belt and Road Initiative would be the stream that
nourishes the tree.”

However, sociologist Augusto Varas expressed concern
at controversies over non-compliance with labour and
environmental regulations associated with Chinese
infrastructure projects in Latin America.

“It all seems very beautiful, but China’s actions in the
region are totally different. There’s a big gap between the
rhetoric and the reality of investments and trade,” he said.

Critics have warned about the economic and
environmental unsustainability of China’s economic
relationship with Latin America. The latter imports a
range of products from the former, many of which are
manufactured goods with added value.

Latin America overwhelmingly exports commodities
such as soybeans and oil to China. These are water- and
carbon-intensive to produce and are subject to fluctuations
in global prices, including downturns that have hurt Latin
American economies.

“It’s not China’s fault,” Carlos Portales, a former director
of foreign policy at Chile’s ministry of foreign relations,
told Dialogo Chino.

“If commodity prices go down or up, that happens in the
market.” He added that the level of vulnerability to price
shocks is down to the productive system in each country.

Barcena said that working with Chinese partners is
helping add dynamism to sectors of Latin American
economies, such as agriculture, and make them more
sustainable by supplying it with energy from renewable
sources. She also complimented Chinese engineering in the
public transport sector.

“China has strongly committed to making its cities
less polluted, as this has had an economic cost,” adding;
“they’ve also contributed to the Paris accord with clear
commitments on renewable energy.”

“The weight they’re giving that is very important for the

planet,” she said. ©

Robert Soutar is Managing Editor of Didlogo Chino, based in London.
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Can expressways get
people cycling again?

The bicycle has seen a dramatic fall in popularity in China

in recent decades. In the period 1978-1996, it’s estimated that
45% of urban commutes were on two wheels, declining to 35%
between 1995-2002, and to 10% in big cities in later years.

But some Chinese cities are now trying to stop this
decline by building dedicated cycle lanes to encourage
people to get on their bikes again. These new expressways
allow riders to commute quickly whilst protecting them
from car users and other traffic on bustling roads.

China’s first elevated bike lane and the world’s longest at
7.6-kilometres is the Yunding road bicycle expressway in
the south-eastern province of Fujian, which is now a little
over a year old.

What’s special about Xiamen’s expressway is that it is
fully elevated, segregated from other traffic, and off-limits
to pedestrians, electric bikes and three-wheelers. This
makes it the first piece of infrastructure in China aimed
solely at cyclists.

The expressway uses space below the elevated roads of

Xiamen’s Bus Rapid Transport. It sits five metres above

Chinese cities are building bicycle expressways
but cyclists need more than dedicated lanes

1 Deng Han

ground and has two lanes, each 2.5 metres wide. It connects
numerous residential areas, important public buildings,
parks and schools.

By July 2017, 410,000 journeys had been made on it, an
average of 4,000 a day, according to its builders. The busiest
day saw 12,000 trips. In November 2017, it was awarded

the China Residential Environment Prize.

Backpedalling

The idea of bicycle expressways originated in the United
States and Europe, but Chinese cities have become a lot
more interested in them following years of urban planning
that has focused on cars and mass transit.

In 2013, the housing ministry published guidelines
for planning pedestrian and bicycle infrastructure, which
discussed bicycle expressways for the first time.

Xiamen’s expressway is China’s first attempt at this type
of infrastructure. As there were no regulations in place

to guide its construction, the local government referred
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The Xiamen bike expressway is fully elevated and off-limits to pedestrians, electric bikes and three-wheelers

to overseas research and consulted with international
organisations before putting together China’s first technical

standard and management norms.

Uncertain benefits

Bicycle expressways can undoubtedly rival other forms of
transport for speed. Tests by the Institute for Transportation
and Development Policy found that elevated expressways
free of intersections, traffic lights, pedestrians, bus stops
and parked cars, allow bikes to travel at 25-30 kilometres
an hour — faster than the average speed of cars during rush
hour in ten of China’s most congested cities.

But Xiamen’s all-elevated expressway has also caused
controversy because of its high cost and low utilisation.
ITDP found the raised expressway in Xiamen was used less
than bike lanes at ground level, which are open to electric
bikes. This may be because the expressway is still being
developed and does not cover all locations that people want
to commute to. The closed-off nature of bike expressways
does not always meet the need for short and medium-

distance point-to-point journeys.

« 50+ www.chinadialogue.org.cn

It may also take time for people to become familiar
with the new infrastructure and be willing to use it in
different types of weather. There is also a lack of high-level
government support for such infrastructure, meaning cities

have been on their own to plan and construct them.

International experience

As Chinese cities embark on more bicycle expressways, it’s
hoped that schemes in the US and Europe can help inform
best practice. Expressways are normal in many bike-friendly
cities and countries: London has Cycle Superhighways,
Holland its F25 High-Speed Cycle Route, Germany the RS1
bicycle highway, and in Bogota, Colombia, there is the Juan
Amarillo Greenway.

What’s clear is that the most important feature of a
bicycle expressway is exclusive road rights — a physical
separation from other forms of transport to avoid
interference and ensure safe travel at speed. When overlap
is unavoidable, such as at junctions or river and rail
crossings, traffic lights specifically for bikes are put in place

or tunnels are built. Also, the road surface should allow for
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comfortable and convenient journeys. The smoothness of
the road surface, gradients, and the number of points the
expressway reaches all need to be considered.

But if the bicycle is to make a return to our cities,
expressways aren’t enough — a complete bicycle
transportation system is needed.

The point of promoting bicycle expressways is, after
all, about getting more people to use bikes and other
green transportation options, reducing urban congestion
and pollution, increasing the vitality of urban spaces
and bringing about healthy and more sustainable urban

development.

Capillary lanes

China’s guidelines for the design of pedestrian and bicycle
infrastructure define “exclusive” bike lanes and three classes
of shared bike lane. The problem is that cities are focusing
on lanes that give greater priority to bikes when they need
to focus more on “capillary” bike lanes that provide access
to communities and businesses. It is often here that a lack
of space, lack of road rights and illegal occupation of roads
creates chokepoints for bicycles, which puts people off from
cycling.

A complete bicycle transportation system also needs
comprehensive support at the strategic planning level.
Denmark, which is recognised as a global leader in this
area, has a population of about 5.6 million people — and 4.5
million bikes. In fact, 20% of commutes in Denmark are
made by bike. According to research by the China Academy
of Urban Planning and Design, the elevation of bicycle
transport to the level of a national strategy was essential
to create these conditions, despite the impact on motorised

transport.

That national strategy included three targets: the use of
the bicycle for easier journeys and a cleaner environment;
enjoyable and healthier lives and new experiences; safe trips
to school, and enjoyable journeys and a better transportation
culture. The strategy was comprehensive, covering urban
planning, infrastructure, bicycling culture, operations and
maintenance, public participation and financial incentives.
Alongside focusing on infrastructure, Chinese cities must
bolster systematic research and planning like this if they are
to bring about an increase in bicycle usage.

Bicycle expressways are appearing all over China. In
2016 Beijing started looking into an expressway between
Huilongguan and Shangdi, site of the Zhongguancun
Software Park. Plans have now been approved and the
expressway is due to open in 2018. In 2017 Guangzhou
started looking at ideas for dedicated bike lanes and
Chengdu has started planning a 100-kilometre expressway
through its greenbelt, which would allow travel as fast as
60 km/h.

The mayor of Bogota, Enrique Penalose, once said that
bike lanes show that the person on a $30-dollar bike is as
important as the person in a $30,000 car. It is hoped that
bicycle expressways like that in Xiamen and the newly
popular shared bike schemes, will bring bikes rolling back
in to the cities and change car-centric attitudes. Getting
people back on bicycles can restore China’s reputation as

the “Kingdom of Bicycles”.

Deng Han is NMT (non-motorised transport) and urban development program
engineer at the Institute for Transportation and Development Policy's China office.
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Power line plan in trouble

Celebrated as the answer to long-distance electricity transmission,

Pervasive overcapacity means there is less need for new transmission projects

China is the global test bed for ultra-high voltage (UHV)
transmission lines, a technology that can carry electricity
across vast distances with much greater efficiency than the
high voltage lines that you’re probably used to seeing.
Since 2006, it’s built 19 of these multi-billion-dollar
lines, stretching almost 30,000 kilometres and supplying

4% of national electricity demand. For comparison, no other

China’s enthusiasm for UHV lines is weakening

[0 Edmund Downie

".

: 1 © weibo/i#Ea EIIR

country has a single UHV line in full commercial operation.
But China’s enthusiasm for UHV is waning. The
technology is beset by conflicts of interest between grid
companies and central and local governments. The lines
themselves are underperforming, and more recent projects
are coming online amid a period of electricity generation

overcapacity.
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This means that approvals for new lines have slowed, and
grid companies are unlikely to meet their targets for new

ones.

Big plans

Chinese grid companies have pursued UHV projects to
solve a logistical dilemma: coal, hydro, wind, and solar
resources are concentrated in the interior, but the heaviest
energy demand is along the urbanised east coast.

In normal high voltage lines, a lot of the power is
lost as it’s moved across China’s enormous terrain. The
benefit of UHV lines is that they have dramatically
reduced losses.

China has deployed two types of UHV line. Direct
current (UHVDC) lines suit transmission from A to B
over distances of more than 1,000 kilometres; whereas
alternating current (UHVAC) lines work better over slightly
shorter distances but permit branching links along the way.

Grid companies have been keen adopters, with State
Grid, which covers 88% of China’s territory, especially
interested. Its 2013-2020 construction plan envisioned six
AC and 13 DC lines by 2013, and 10 AC and 27 DC lines
by 2020. In Inner Mongolia alone, company officials spoke
of 11 lines running from the province’s coal and renewable
hotspots by 2020.

But rollouts have slowed, and few analysts expect
State Grid will deliver on its 2020 target. In fact, its
national UHV backbone scheme, which is the centrepiece
of its UHVAC ambitions, looks unlikely to happen

anytime soon.

Sparks fly

State Grid’s UHV plans suggested remarkable ambition, but
did not always align with those of central and provincial
policymakers.

Central officials have clashed with State Grid planners
on its backbone scheme, which envisions a lattice of six
UHVAC lines to synchronise grids that are currently in

State Grid’s territory. But officials worry about nationwide
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blackouts cascading across these interconnected grids.
Analysts suggest that State Grid has shelved the backbone
plan for now and is focusing on UHVAC lines within
individual grids instead.

Meanwhile, the economic case for new UHVDC lines
from the interior has weakened amidst slowing growth in
electricity demand.

National demand growth averaged 11.7% from 2003-12
but fell to 4.5% in 2012-17, bottoming out at 0.5% in 2015.
This drop has deepened overcapacity in China’s power
sector, which according to Bloomberg New Energy Finance
was 35% in 2016.

Pervasive overcapacity means less need for new
transmission projects.

China’s “Priority Transmission Lines for Air Pollution
Prevention”, a scheme announced in 2014 that included the
construction of nine UHV lines, is set for completion this
year. National Energy Administration (NEA) officials said
in December 2017 that this scheme “can satisfy electricity
demand for the country’s main power consumption regions
before 2020”.

Unsurprisingly, then, approvals for new UHV projects
— which take 3-4 years to construct — have been slow, with

just one project approved in 2016, and two in 2017.

Local tensions

Certain regional governments targeted for UHV projects
have also been sceptical.

Provinces get larger boosts to gross domestic product
(GDP), employment, and revenue from building their
own power plants rather than importing power from other
provinces. Even new lines with central government backing

have sometimes failed to get provincial acceptance.

Central officials have clashed with State
Grid planners on its backbone scheme.
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For example, the UHVDC Sichuan Number Four line
would take Sichuan hydropower to Jiangxi province, and
was singled out for construction in the 13th Five-Year Plan
(2016-2020). But as NEA officials noted last autumn, Jiangxi
does not want this power. The province is bringing more
coal-fired power plants online in 2018 so wants to delay the
new line until after 2025. Hubei province is also reluctant to

accept long-debated new lines from north-west China.

Disappointing gains

Grid companies have their own reasons for being cautious
about new UHV lines. Revenues from these mega-projects
depend on the amount of power they can transmit. But
utilisation of existing lines has been lower than expected, with
non-hydro lines performing particularly badly.

What’s more, the impact of UHV on renewable energy
“curtailment” in inland China has also been disappointing,
undermining the case for investment. Curtailment refers to
energy that never reaches the grid and is wasted, for reasons
including a lack of transmission capacity or quotas for coal-
power consumption.

China’s UHV lines transmit wind and solar power in
combination with coal power, which remains the major
electricity source. Nonetheless, even a minority share of
UHYV transmission capacity can still take sizeable loads of
renewables from China’s interior to coastal markets. Backers
of UHV lines have jumped on this point when championing
the technology.

Yet after a decade of UHV development, renewable
curtailment levels remain high, especially in north-western
regions. National curtailment rates in 2017 were 12% for
wind and 6% for solar, several percentage points below
their 2016 peaks. Still, China has room for improvement;
in Europe, curtailment rates in countries with high levels of
wind-power production have been consistently below 5%.

Analysis by environmental researcher Darrin Magee and
geographer Thomas Hennig suggests that in 2015, curtailment
in Yunnan reached 95 terawatt hours (TWh) — more than six
times the reported rate, and enough to power Portugal and

Singapore combined for one year.

Utilisation of existing lines has
been lower than expected.

Lagging wind and solar

UHV lines successfully transported 172.5 TWh of
renewable energy in 2016, or 3.2% of national power
consumption. However, 93% of that power came from five
lines used for hydropower only.

Some of China’s non-hydro lines have relied less on
renewables than supporters had hoped. Caixin Energy
reports that, according to experts at State Grid, renewable
shares in lines planned to take a coal-renewable mix should
target 30%. Three such lines were in operation for at least
part of 2016. Their performance was uneven. Ningdong-
Zhejiang carried 29% renewables, and the Southern Hami-
Zhengzhou line’s share was at 23%, but Ximeng-Jinan took
none at all.

The Zhebei-Fuzhou line was framed initially as a vehicle
for nuclear and wind consumption but did not take any wind
in 2016. Reports are unclear on whether it has since added
wind to its power mix — though it has added coal.

It is hoped that these shortfalls will be temporary.

One non-hydro UHYV line that launched in 2017 has been
relying on coal because the renewable projects planned

to accompany it faced construction delays. Overall
transmission volumes increased significantly for China’s first
UHYV lines in their initial five years. Several new UHV lines
that take renewables have also come online since mid-2016.

But the shrinking space for new UHVDC projects is
a persistent concern for Western provinces, where rapid
capacity additions in renewable energy has left long-

distance transmission infrastructure struggling to keep pace.

Power sector reforms

UHV is certainly not solely to blame for renewable

curtailment problems in the interior. They point to a wider
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set of challenges facing China’s power sector, which are
the focus of reform initiatives launched in 2015. These
reforms have included some UHV-specific measures. But
many hindrances to the development of UHV lines are
best addressed through more comprehensive power sector
reforms.

These include power trade markets to make it easier
for coastal provinces to buy power from the interior
(and locally) at short-notice; measures to strengthen the

competitive position of long-distance clean energy against

« 58 -

local coal plants; and reforms to reduce disputes around
grid planning between central government and provinces.
These reforms are at an early stage. But while enthusiasm
for UHV in China is fizzling, the technology will still have
a role in the country’s renewable transition. How successful

the reforms are will determine what kind of a role that is.©

Edmund Downie is a Fulbright scholar at Yunnan University.
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Mining needs clean tech

Recycling and recovering rare earth metals
could limit the social and environmental costs of destructive mining

O Julie Klinger

e © Xenidka / _Thin_kst_éq :

Bolivians have mined salt on the Salar de Uyuni lake for generations. It is now a site of lithium extraction

The anticipated spike in demand for “technology metals”, biodiversity on the one hand, and in geological endowments

including rare earth elements, lithium, niobium, and coltan,  on the other. Some estimates put Latin America’s combined

has ignited fierce debates over the development destiny of reserves of these elements at 50 million tonnes, or roughly
some of Latin America’s most iconic places. 40% of known global supply.

The remote Amazon, the Bolivian highlands, and Mining technology metals presents a conundrum: is
the Sonoran desert in Mexico are rich in culture and the sacrifice of local environments and livelihoods a

* 62+ www.chinadialogue.org.cn
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fair price to pay for the proliferation of clean energy
technologies?

They’re called technology metals because they’re
essential for modern technology and indispensable to the
clean energy technology transition. The practices of mining
companies are as diverse as the landscapes they excavate.
Mining companies from around the world have hastened to
mine the lithium in Argentina, Chile, Bolivia, and Mexico
to produce the batteries essential for electric cars, wind
turbines, and other technologies, with little regard for the
long-term livelihood security of the people who live in
these places.

For several decades, Brazil’s certified niobium mine
in the interior state of Minas Gerais has supplied most
of the world’s energy efficient vehicles, steel structures,
and airplanes with these super-alloys. Coltan, informally
extracted in Colombia, is a crucial input into mobile
phones, while several small-scale mining cooperatives have
high hopes for the rare earth elements believed to be in the

alluvial clay deposits of the Brazilian Amazon.

Poor trade terms

In many cases, the components for the technologies that
will power our clean energy transition have been produced
outside of the Americas, in places like China. This means
that primary or minimally processed materials have been
pulled from the subsoils of Latin America, shipped to
factories operated by foreign companies in East Asia, and
then exported in the form of batteries, solar panels, magnets,
and information technologies.

In some cases, these components make intermediate
stops in assembly facilities in Southeast Asia, such as
those operated by Interplex Holdings in Singapore, which
sells electro-mechanical components to electric vehicle
(EV) manufacturer Tesla, before hitting consumer markets
in more affluent parts of the globe, including in Latin
America’s major metropolises.

Latin America’s position as exporter of raw materials and
importer of finished technologies traps these economies in

a dynamic of declining terms of trade, where the value of

The lifecycles of our technologies
are far from clean.

their exports is consistently lower than the value of their
imports.

This global context is important. Although China’s direct
demand for South America’s technology metals grabs
headlines, it is driven by global demand for clean energy
and information technologies. This means that the lifecycles
of our technologies are far from clean. This should not
be interpreted as an argument against the widespread
deployment of clean energy technologies, which should
have happened two decades ago. These elements are also
used to refine petroleum, stabilise nuclear reactors, and

generate hydropower.

False choice

Ensuring that clean energy generation is truly clean requires
a shift in the status quo of resource extraction. It must be
led by societies in which extraction is taking place and
supported by the international community.

This is a tall order, not least because myths of hitting it
big with a 21st century El Dorado — a mythical place of
great wealth that drove European colonial explorers ever
deeper into South America’s uncharted lands — remain
surprisingly pervasive among international firms, elected
officials, major financial institutions, and small-scale,
informal prospectors. It is significant that technology metals
are often compared to gold — white gold, the new gold,
or 21st century gold — because it reflects a get-rich-quick
mentality in which only the boldest will capture untold
treasures lying beneath some of the most important and
iconic environments of the world. Rapid exploitation is seen
as the solution to so many problems: national development,
the global climate crisis, regional stability, to name a few.

These are the contemporary variants of the El Dorado

* B3 -
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A lithium plant on Bolivia’s iconic Salar de Uyuni, visible via satellite

myth. Elected officials invoke the importance of satisfying
China’s resource demand as the key to greater prosperity.
The methods proposed overwhelmingly resemble 20th
century greenfield mining projects, in which forests must be
felled, ponds drained, and indigenous people removed from
their ancestral lands to get the goods.

From Brazil to Bolivia to Mexico, the most extreme
advocates of destructive mining deploy a particular
nationalistic twist: any cause that attempts to stop the
wholesale destruction of vital environments is an affront to
the nation’s sovereign right to develop. Small-scale miners
have seized on this sentiment, positioning themselves at
the front lines of national progress as the most risk-ready
adventurers prepared to penetrate new places and find new
resources to power national development. Taken together
with growing demand for technology metals to combat
climate change, the contemporary El Dorado myth is as

powerful as ever.

* 64 - www.chinadialogue.org.cn

Paraguayl
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Too often, this is presented as an inevitable conflict:
laudable global moves toward clean technology deployment
have the unfortunate cost of literally undermining rural and
indigenous livelihoods unfolding atop the technology metals
deposits. This common David-and-Goliath framing tacitly
accepts that some environments will have to be destroyed to
provide the raw materials required for a more clean energy
technology to sustain the climate, while also leaving it up to
vulnerable communities to fend for themselves.

However, a growing body of research shows disrupting
business as usual is not only in the interest of local
livelihoods, but also broader, planetary wellbeing. The
ecosystems that sustain, and are sustained by, rural and
indigenous communities are vital to maintaining larger
global systems of climate stability.

This deepens the conundrum: if climate stability is
the ultimate goal, and clean technologies are the means

to that end, then technology metals are indispensable.
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The proliferation of cleaner technologies is essential to
climate mitigation and adaptation. But if the social and
environmental cost of sourcing them aggravates climate

change, then what is to be done?

Flexible mining

Fortunately, exciting breakthroughs in flexible mining (the
practice of smelting metal-bearing wastes with “traditional”
ores), tailings reprocessing, and recycling and recovering
technology metals from electronic waste promises a future
of mining that leaves the social and environmental violence
of the enterprise in the past.

Researchers and firms in South America are pioneering
these developments, sometimes independently, other times
in partnership with researchers in North America, Europe,
and China. Technology metals are abundant in the existing
mine wastes that dot the continent from earlier eras of iron,
aluminium, gold, silver, niobium, and phosphate extraction.
Reprocessing these wastes would have the triple bonus
of reducing existing sources of pollution and protecting
sensitive areas from new mining operations while meeting
growing global demand.

Public and private entities in South America must lead
these processes, and consuming economies in the rest of
the world must support them. The bad news is that there is
considerable resistance to a more just and sustainable model
of resource extraction because existing extractive interests
are difficult to dislodge. This is in part because large-scale
mining serves broader geopolitical interests; in part because
of a lack of alternatives for small-scale miners; and in part

because of persistent market signals that accept only the

lowest price, regardless of environmental impacts. All of
this brings colonial-era dynamics into the present, in which
global elites satisfy their resource and technology needs at
the cost of Latin American landscapes and lives.

The good news is that alternative models are already
being developed. What they need is policy support.
Everyone has a role to play in coordinating interests across
global space to “green” the entire lifecycle of clean energy
technologies. Latin American economies can support and
expand cutting-edge recovery practices, sanction large and
small-scale miners who harm vital landscapes and lives, and
invest in value added processing to generate more revenues
at home.

For China, this means sharing expertise in environmental
remediation in order to prevent the recurrence of
environmental disasters on its mining frontiers in Latin
America. For major global market players, including
technology firms and their subcontracting networks, this
means holding their suppliers accountable for socially and
environmentally sound practices.

Ensuring that clean technology is truly clean through
the course of its entire lifecycle is essential to building a

sustainable future. ©

This article is republished from Dialogo Chino

Julie Klinger is the author of Rare Earth Frontiers: From Terrestrial Subsoils to
Lunar Landscapes, available via Cornell University Press.

Avery Hall contributed to this article.
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China’s green bonds catch on

Foreign investors are getting easier access to China’s booming green bond market

China issued one third of the world’s green bonds in 2017
and has quickly become a world leader in green finance, a
relatively new area that focuses on money products related
to sustainable business.

But of the US$38.6 billion in green bonds issued by
Chinese institutions in 2017, the majority was in the
domestic market, with just US$6.6 billion issued abroad. To
help the green bond market grow further, China is looking

to improve access to international investors.

Why green bonds?

Increasingly, businesses are turning to green bonds to
finance efforts to become sustainable. For a business to do
this it needs investment. This requires taking on debt, which
can be done by issuing a bond. What makes green bonds
different from conventional bonds is that companies can
only use the borrowed money for sustainable purposes.
Since 2015, money raised with green bonds has been an
important component in greening the Chinese economy.

Businesses are using them to update production facilities

0 Wang Yao Mathias Lund Larsen

and reduce their ecological footprint, cities to electrify
infrastructure, and finance institutions to raise funds to lend
to small and medium sized enterprises that have prospects

for bringing innovative green technologies to market.

Opening up

China is now looking beyond its domestic market to
continue the expansion of green bonds. It’s doing this
because the country will need an estimated 3-4 trillion
yuan in green investments annually in the coming years
— meanwhile, international investors have shown a keen
interest in green assets: 38% of European investment
officers polled in June 2017 said they were in the market for
green bonds, 50% said they were interested in renewables.

In other words, the supply for Chinese green bonds
falls short of the demand, particularly from abroad, by a
long way.

But Chinese finance markets are notoriously closed to
outsiders because the authorities wish to control monetary

policy and the currency exchange rate of the RMB.
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But as our analysis shows, there is some progress in
this area, meaning China’s green bonds will become more

accessible to international investors.

Green is the new black

Despite the limited size and short history of China’s

green bond market, research by the Bank of International
Settlements, HSBC, and Natixis suggests that investors can
find greater security and earnings in a green market than a
conventional one.

For companies in certain areas of China, a green profile
allows access to cheaper financing from banks, resulting
in less volatility and greater long-term thinking within
companies.

For banks, issuing green bonds allows them to bundle
existing green loans together into a new bond with a longer
running time, lower risk and lower interest rate. This frees
up space on the bank’s balance sheet to extend new loans.
And because green bonds take longer to mature and are
more diversified than direct loans, they present a lower
risk to the issuer. This process is encouraged by the China
Banking Regulatory Commission.

Lastly, evidence suggests that we have underestimated
the size — and the popularity — of the existing green market.
Not all bonds that meet the criteria of green bonds have
been labelled and issued as green. It is estimated that before
the green bond label was officially introduced, about 30%
of corporate bond issuance would have qualified as green.
As issuers become increasingly aware of the advantages of
green bonds, more and more of those bonds will be labelled
and issued as green, providing another source of increasing
issuance.

For information-hungry investors there are added

advantages to green bonds with regards to risk and the

environment. Compared to conventional bonds, they have

a higher degree of transparency and information disclosure
because a third-party auditor has to make sure that the green
credit is being used for green purposes.

Existing green bonds have shown to be less volatile than
conventional bonds while also trading slightly higher in
secondary markets. While the market for green bonds is still
smaller than the conventional bond market, the size remains
adequate for most investors looking to buy or sell green
bonds. Investing in green bonds also provides a positive

reputational and market signal.

Access

Today there are three ways that international investors can
tap into China’s green bond market. The first is the Bond
Connect Program, which allows international investors,
including smaller ones, to buy bonds through a Hong Kong
based trustee.

The second is the Direct China Interbank Bond Market,
which was launched by the People’s Bank of China in
2016. This opened up access to a wider range of investors
by relaxing rules for banks, securities companies, fund
management companies, and long-term investors in
insurance and pensions, etc.

These two initiatives have increased access for foreign
investors and given an indication about future possibilities
in the market for green bonds. In November a Ministry of
Finance spokesperson outlined new legislation that will
allow foreign companies to own Chinese banks and hold
majority stakes in Chinese investment houses. This will
further allow small investors to trade in Chinese markets
through their foreign banks.

But there is also a third way, wherein Chinese issuers

list their bonds offshore, providing wide access for

Existing green bonds have shown to be less volatile than conventional
bonds while also trading slightly higher in secondary markets.
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investors of any origin. Recent examples include Bank of

China’s issuance on the Euronext Exchange, Industrial and
Commercial Bank of China on the Luxembourg Exchange,
and the China Three Gorges Corporation on the Irish Stock
Exchange. These issuances were in yuan, euro and the US

dollar. Chinese companies and banks issue abroad because
they can receive lower interest rates and get easy access to

foreign currency for investments outside of China.

Legislation

More access may sound like a good thing, but foreign
investors still don’t understand enough about the Chinese
green bond market when it comes to different bond
categories, proceeds regulations, pre-issue verification and
audits. They also don’t know how to find information in
these areas.

The good news is that the Green Finance Committee
of China is working with the European Investment Bank
to harmonise green bond standards between Europe and
China. This will give investors the chance to apply their
existing knowledge to a foreign market. The first step
was completed in November, providing a framework for
compatibility between the standards, and allowing investors

to make a direct comparison.

The process for an international green bond issuance is
different than for a domestic one so the practice is yet to
be institutionalised in the financial industry. For example,
foreign issuance has to undergo a different approval
procedure by the National Development and Reform
Commission (NDRC).

Ultimately, the rapid expansion of green bonds in China
shows the pace at which capital markets there can develop.
And as the domestic market expands, the next step will
be to internationalise, helping China to realise the US$3-

4 trillion green investment gap in the coming years, while
showing the world that it is serious about its commitment to
widen access to its markets.

Serious efforts are underway to remove obstacles
between foreign investors and Chinese regulations and
issuers. Whether the internationalisation of Chinese green
bonds can expand substantially in 2018 depends on the pace

of these efforts. ©

Wang Yao is director general of the International Institute of Green Finance (IIGF) at
the Central University of Finance and Economics.

Mathias Lund Larsen is director of International Cooperation, and research fellow

at the International Institute of Green Finance (IIGF), Central University of Finance
and Economics.
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China’s carbon market

The National Development and Reform Commission held an
important teleconference on December 19 with provincial
governments in which it shared the framework of the national
emissions trading system (ETS). (For some background on
what China’s carbon market is and why it’s important read
this explainer).

The structure for the market’s operation has been in
preparation for some time and has now received sign-off
from the State Council. The ETS will have a three-stage
implementation process to provide a smooth transition from
the seven pilot markets that began in five cities and two
provinces in 2013-14.

The establishment of a national ETS comes at a crucial
time of global interest in China’s climate action. The intention
of the United States to withdraw from the Paris Agreement
sparked fears that other countries would backtrack on

commitments to reduce emissions.

needs ambition

To pressure polluters, the new trading system
must avoid being too generous with permits

0 Huw Slater

The road to the big launch

Preparations for the market intensified after President Xi
Jinping announced in 2015 that China would launch the
ETS by 2017.

For those companies that emit a lot of carbon dioxide, it
became a requirement to report their historical emissions
data, which will be subject to independent verification. The
reliability of this process is important for the integrity of the
market. Without confidence in data reporting, companies
may be reluctant to invest in a market that does not ensure a
level playing field.

Making sure that stakeholders in the carbon market
understand its requirements has also been underway through
training. This will be strengthened with the establishment of
regional training centres in a number of provinces.

To begin with, the system will cover major emitters

« 75
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in the electricity generation sector. Other sectors of the
economy that are large sources of emissions will join

in the coming years. Even limited to the power sector,
China’s ETS will still be the largest market in the world by
a wide margin, covering about twice the emissions as the

European Union ETS.

Allowance allocation

Draft allocation plans for three sectors (power, cement and
aluminium) were released in May 2017. The plans specify
benchmarks and the methodology for determining which
generators can receive up to 100% of their allowances under
the ETS for free. For companies that emit more than their
allowance allocation, additional permits must be purchased
on the market

For the national carbon market to be successful it’s
important that the allowance of permits is not too generous,
otherwise demand for permits will be dampened and
polluters will have limited incentive to reduce emissions.
On the other hand, if allowance allocation is too strict then

the costs for industry may be too severe.

2014 2016

PRICES PRICES
EXCEEDED WERE BELOW
EXPECTATIONS EXPECTATIONS
119% [N Beijing |-
Shenzhen . -33%
shanghai [ -62%
Guangdong - -70%
huoei [ -53%
3% | Tanjin [ 6%

-48%

120% - Chongging -

As the first sector covered and the largest source of
carbon emissions, power generation will form the core
of the carbon market. The power sector has the most
reliable dataset for historical emissions, making allocation
of allowances easier. The other key emitting sectors are
currently in the process of establishing these datasets, and
will thus be included in the national scheme at a later date.

The trial allocation methodology released in May set
eleven benchmarks for different types of power plant. For
less efficient plants, such as those with small coal turbines,
the benchmark is higher than average.

Allocation should ideally incentivise companies to retire
or scale-down inefficient plants first because it will be
cheaper to do so. For example, provinces such as Shandong,
Henan and Inner Mongolia each have a substantial
fleet of the smallest and least efficient coal-fired power
plants. These plants also make up a big part of the power
generation capacity in the north-east (Jilin, Heilongjiang
and Liaoning). Because the coal power sector represents a
significant part of the economy in these northern provinces,
internal negotiation over the past months has focused

on how generous the allocation of permits should be for

MW
o

=

Difference between average prices in China's pilot ETSs in 2014 and 2016 and expectations in the 2013 and 2015

China Carbon Pricing Surveys respectively. Source of market price data: SinoCarbon
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Range of prices in the pilot systems to-date, and estimated prices for the national system by survey respondents

different regions. Administrators must balance avoiding
excessive costs for industry, while ensuring that low-cost

emissions reduction is adequately incentivised.

Room for higher carbon prices

The fact that prices for purchasing additional allowances in the
pilot carbon markets are often lower than expected suggests
that there is room for more ambition on the part of authorities.

China Carbon Forum conducts a biennial China
Carbon Pricing Survey, and we recently published the
2017 instalment, summarising the views from 260
key stakeholders about the future of carbon pricing in
China, including consultancies, industry, academia, the
finance sector, trading platforms and non-governmental
organisations.

Past surveys show that while respondents expected
carbon prices to increase from 2014 to 2016 they actually
decreased, indicating an overabundance of allowances in
the market that pushed prices down.

Nevertheless, the 2017 survey found that respondents still
think that prices will go up. On average, they expect that

when the national market starts, prices will be higher than
the current average for the seven pilots (38 yuan/tonne, or
US$5.8), rising to 74 yuan/tonne (US$11) in 2020 and 108
yuan/tonne (US$16) in 2025.

The survey also revealed that industry respondents expect
higher prices than non-industry ones. Similar surveys
conducted in Europe and Australia tended towards lower
carbon price expectations from industry. However, our
2015 survey also showed an industry tendency to expect
higher prices in China. This result, again, suggests that the

government can be more ambitious in the system’s design.

Impact on carbon pollution

As the key goal of an ETS is to reduce carbon emissions,
the survey provides a source of optimism, as respondents
expect trading of carbon emissions to increasingly affect
investment decisions in coming years. In 2017, 38% of
respondents expect investment decisions to be strongly or
moderately affected, and by 2025 this figure rises to 75%.
The responses also show there is uncertainty in the

medium-term, with fewer respondents expecting a strong

www.chinadialogue.org.cn  « 77



EX¢EE China in focus

Do you expect the ETS in China to affect
investment decisions in 2017? 2020? 2025?

38%

Myes, strongly
Yes, moderately
M Yes, marginally

60% [
28% 46%
17%
-

2017 2020 2025

impact in 2020 than for the 2015 survey (17%, down from
30%). This can partly be attributed to the lack of clarity that
has existed throughout 2017 regarding the precise starting
date and legal basis for the system.

However, in the long-term, confidence remains high that
the ETS will play an important role in shifting investment
towards a low-carbon pattern.

China has committed to peaking its carbon emissions
by 2030. Of the survey respondents, 90% expect the target
will be achieved, and 55% think it will be met by 2025
or earlier. Interestingly, 8% of respondents estimated that
China’s carbon emissions had already peaked. Recent data
released by the Global Carbon Budget suggest that China’s

emissions may rise by about 3.5% from last year, but it is

» 78 - www.chinadialogue.org.cn

encouraging that an increasing proportion of stakeholders

see the peak date coming much earlier than 2030.

Power sector reform

While the national carbon trading system will increasingly
impact on the economics of power generators, the lack of
flexibility in electricity prices in China means there is little
incentive for other consumers to save energy.

Several of the pilot regions worked around this by
obligating large power consuming institutions to join the
carbon market but the national system won’t follow this
approach. However, recent efforts to reform electricity
pricing provide an opportunity for the carbon price to
be passed on to other consumers in future. In particular,
provinces such as Guangdong and Zhejiang are taking
steps to establish the basis for short-term power generation
rights trading.

With more flexibility in electricity price setting, there
should eventually be space for generation companies to pass
the carbon cost on to large electricity consumers. Hopefully
these reforms will quickly be taken up by other large power-
consuming provinces such as Shandong and Jiangsu. In this
way, the implementation of the carbon market and power
market reforms can be mutually re-enforcing. &

Huw Slater is research and projects manager at China Carbon Forum (CCF),

a Beijing-based platform that holds events and discussions on specific topics
regarding China and climate change.
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China’s middle class gets
a taste for healthy eating

Vegetarianism and organic food is on the rise in China’s wealthier cities

0 Zhang Chun

China’s heavily-laden banquet tables are under threat from
changing tastes as the country’s growing middle class
indulges in lighter, healthier foods.

Element Fresh has been serving dishes in Beijing’s
Sanlitun district since 2008. The Western restaurant is a
landmark in the area, attracting expats, tourists and a fair
share of street photographers. But increasingly its menu is
facing competition from at least four other healthy eateries
nearby.

Restaurant manager Kelly He told chinadialogue that
changing food habits and health concerns are attracting
more Chinese people too, drawn in by the low-sugar, low-

salt and low-calorie options.

Peak pork?

The nation’s health has declined in recent years and is
linked to a rapid change in lifestyle including diet. A 2015
report into nutrition and chronic disease found obesity and
various chronic diseases worsened between 2002 and 2012

across China. National health and nutrition surveys have

.82

repeatedly linked obesity with health problems in groups
with poor diet.

Official nutritional advice from the government
recommends eating less red meat, poultry and seafood, and
there are signs that consumers are listening.

After peaking at 42 million tonnes in 2014, China’s
pork consumption dropped slightly to 41 million tonnes in
2016, bucking a rising trend. Leading producers of frozen
dumplings, such as Wanchai Pier and Sinian have even
reduced the amount of pork in their products in recent months.

People are also eating more fresh fruit and vegetables,
according to data from Euromonitor, which recorded an
increase of 4% in 2016. China now consumes 40% of the
global total.

Health campaigns are also trying to influence people’s
habits. Environmental group WildAid held an event in
Beijing in August 2017 to promote vegetarianism.

The actor Huang Xuan explained that his family is eating
more and more vegetables, a change from the traditional
diet in his native province of Gansu in China’s north-west,

which is high in beef and mutton.
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The Beijing Farmers' Market is Beijing's longest running market selling organically grown food

“My family eats very little meat now, and rarely orders it
when eating out. It’s a natural change,” said Huang.
He thinks it’s because people are more aware of the links

between meat-eating, high blood pressure and obesity.

Middle class tastes

China’s middle class in particular seem to be shifting
toward diets that focus more on quality, style and health.

There is no consensus on the size of China’s middle
class, but everyone agrees that it’s huge. Credit Suisse’s
2015 report on global wealth put it at 109 million people
— larger than in the United States. Consultancy group
McKinsey predicts China’s middle class will include 400
million people by 2020, with half of these in the “upper
middle-class” bracket, earning between 106,000 and
229,000 yuan (US$ 16,500-35,600) a year.

Growing incomes are having a noticeable effect on food
trends, including a greater willingness to pay more for

higher quality, healthy foods.

Gu Shaoping, a senior official at the National
Certification and Accreditation Administration, told an
industry conference that organic food sales in China grew
about 18-20% in 2017.

Data from Euromonitor shows double digit percentage
growth for consumption of organic foods in China annually
between 2012 and 2016, prompting more producers to
go organic. While the past ten years have seen numerous
organic farms providing products free from fertilizers
and pesticides spring up around Beijing, including Little

Donkey Farm, Phoenix Commune and Shared Harvest.

More than diet

Changes in eating patterns are connected to deeper changes
in how people think about food. The growth in organic
food is part of a broader promotion of vegetarianism

and an understanding of the links between food and the
environment, particularly in cities.

WildAid is promoting vegetarianism to cut meat

www.chinadialogue.org.cn 83 »



EX¢EE China in focus

consumption and so reduce the environmental and climate
impacts of livestock farming.

Similarly, Jian Yi, the independent filmmaker behind the
What’s For Dinner documentary, has started a Good Food
Academy website and launched a nationwide lecture tour
— hoping to increase awareness of how food is produced
and consumed so people will realise the true costs of food,
again with the aim of improving the environment and
public health.

But it is hard to say to what extent consumers are really
interested in issues such as agricultural greenhouse gas
emissions and the environmental impact of industrialised
farming. Currently, just 0.9% of China’s arable land is
used for organic farming, and most of what’s produced is
exported.

But the initiatives are succeeding in creating more
space for discussion of these issues, and creating pressure
for higher minimum food standards. For example, many
supermarket vegetables now have tracking labels, so

shoppers know the origin of their food.

Global impacts

The enormous purchasing power of China’s middle class is
a major force affecting global food production.

Pork consumption may have peaked in China, but
seafood and beef are still rising. According to Bloomberg
Intelligence the amount of beef people eat increased a third
between 2012 and 2016. China also accounts for 60% of
global aquaculture output.

With readier access to global markets, Chinese people
can source their food and drink — be it beef, coffee, rice or
fruit — from anywhere in the world.

Take the avocado. UN trade figures show that between
2010 and 2016 China’s imports of the fruit rose from
1.9 tonnes to 25,000 tonnes — an 13,000-fold increase.
China’s main avocado suppliers, Mexico and Chile, saw
avocado exports rise from 154 tonnes to 50,000 tonnes
over the same period, with China a major contributor to the

increase.

.84 -

Fernando Reyes Matta is a former Chilean ambassador to
China and head of the China Studies Centre at Adres Bello
University.

Regarding an agreement that allows Chilean avocados to
enter the Chinese market he told chinadialogue:

“This represents a big challenge for avocado producers,
which already have a lot of capacity to export, but which
have a long-held ambition to export to the Chinese market.
This will have a very significant impact on Chile’s agro-
industrial exports.”

In 2015 Chile signed an agreement with China on the
export of avocados and it soon overtook Mexico to become
China’s biggest supplier.

Avocados may be healthy but growing them requires
huge quantities of water. Matta says growth in the sector
has added to conflicts over water between Chile’s farmers
and the mining industry.

But it isn’t just health concerns that are shaping the food
habits of China’s middle class — quality, taste and status
are factors too. This has led food suppliers to make some
ethically questionable decisions.

Last July a popular Chinese shopping site, JD.com,
announced with great fanfare it would be selling Australian
Southern bluefin tuna, a species classed as critically
endangered by the IUCN. Criticism from conservation
groups was swift and sparked a fierce debate.

China’s consumption of shark fin and totoaba maw also
encourages cruel practices such as shark finning and even
threatens the survival of endangered species elsewhere in
the world.

Be it shark fin, sea cucumber, or an ordinary bowl of
dumplings — China’s changing appetite is already having
lasting impacts on the global environment and will continue

to for decades to come. ©

Zhang Chun is a senior researcher at chinadialogue.
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Coal town switches to EV

The heart of China’s coal country has become
a global leader in EVs — but is the switch sustainable?

[J Zhang Chun
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The city of Taiyuan replaced over 8,000 combustion engine taxis with electric vehicles

Traditionally, Taiyuan has had little to distinguish itself space of a year, Taiyuan has shifted its entire taxi fleet from
from most other Chinese cities. As the capital city of Shanxi petrol power to electricity. Thanks to strong support from
province in the north-east, it is best known as a coal-mining the local government, electric vehicle (EV) sales in the city
economy and home to many of the industry’s wealthy owners.  accounted for 7% of total car purchases in 2017, compared to

But recently it has entered the national spotlight. In the 1% globally.
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What’s happening in Taiyuan serves as an important lesson
for other cities as governments struggle to shift economic
growth away from heavy industry towards more sustainable
models of development.

By reducing the number of petrol cars on the road, the city
is tackling its car pollution problem while shoring up China’s
position as a leader in clean technology.

Taiyuan illustrates how with the right policy support, a
town can deliver rapid change. But the city still has plenty of
conventional cars on its roads and its experience also shows

the risks of moving too quickly.

Taiyuan’s taxi switch

In 2015, Shanxi’s coal output stalled before shrinking by
14% the following year. In need of new sources of economic
growth, Taiyuan’s government began working hard to court
the country’s burgeoning electric vehicle sector.

In 2016, and with little fanfare, the city switched its
entire taxi fleet to electric cars (excluding the private cars
used by services like Didi and Uber). Chinese vehicle
manufacturer BYD sold 8,292 E6 vehicles. So how did a
city built on coal wealth come to have more electric taxis
than any other in China?

China is the world’s largest car market. Its leaders have
set ambitious medium-term goals for automotive efficiency
and climate change, including a cap on carbon emissions by
2030. In September 2017, they went further and announced
plans to ban combustion engine cars altogether (though no
timeline was announced).

China began promoting EVs in 2009, initially across ten
cities. However, Taiyuan was not one of them. In fact, its
cold temperatures can limit the effectiveness of the lithium-
ion batteries used by EVs, potentially reducing the distance
vehicles can travel.

Nonetheless, in March 2016 manufacturer BYD set about
opening its first factory in Taiyuan. Today, six other EV
makers have facilities there. And BYD alone is expected to
contribute 5% of the city’s GDP.

This is partly due to support from local government,

which is working hard to lure carmakers.

Like most of China’s city’s, Taiyuan has a public taxi
fleet owned by several companies. In recent years this
has been supplemented by an unofficial taxi sector, which
operates in much the same way as Uber, with private drivers
offering their services through a mobile application.

Public taxi drivers buy their own vehicles (or lease them
from companies). However, it’s the local government that
decides the type of cars that can operate as public taxis
through mandatory purchase requirements.

The contract to buy over 8,000 BYD cars, which retail at
300,000 yuan (US$46,000) each, was a welcoming signal to
the EV sector.

Taiyuan’s city planners also promised to replace all public
buses (some 2,650) with electric ones, which is expected to
complete this year.

In recognition of its EV policies, Taiyuan also made the
International Council on Clean Transportation’s list of 20
EV Capitals last year — a ranking of cities with the highest
EV sales.

Making the switch work

Having a local EV manufacturer has helped Taiyuan to bring

electric cars online but without an overhaul of the existing

infrastructure, a complete switch would have been impossible.
The provision and maintenance of charging stations,

and management of new grid demands are needed, too.

As are public awareness campaigns that promote greater

understanding around the benefits of EVs.

Why Taiyuan has moved ahead

First, the size of Taiyuan’s taxi fleet is relatively small

(Beijing and Shanghai each have fleets greater than

Taiyuan illustrates how with the right
policy support, a town can deliver
rapid change.

« 89 .
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Electrification of the taxi fleet meant Taiyuan accounted for 1% of

electric vehicles globally as of 2016. Data and image from the ICCT’s 2017 EV Briefing.

50,000), which made planning and financing the transport
upgrade simpler.

Secondly, charging stations were carefully positioned
on the city’s ring road, making them easier for drivers to
access.

“They can charge and go,” said Li Dewang, of the Taiyuan
Environmental Planning Institute. Convenience is a factor.

Timing was another. Taiyuan’s fleet was due to be
replaced in 2016 anyway (in China, municipal governments
set limits on how long fleets are allowed in operation before
re-registration is needed), so taxi drivers were expecting to
buy new vehicles.

Finally, Taiyuan’s government had the financing and
determination to offer generous consumer subsidies for EV
vehicles. (Subsidies offered roughly double the provincial
government rate, according to the Economic Observer,
which is owned by Chinese state media site, Xinhua). In
Tiayuan, drivers can buy a 300,000 yuan (US$46,000) BYD
E6 for 87,500 yuan (US$14,500).

“In late 2015 and early 2016 many drivers were against

« 90+ www.chinadialogue.org.cn
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the change,” said Xie Hongxing, head of Clean Air Alliance
of China, an international environmental non-profit
organisation. “But by March 2016 a majority who’d made
the switch were happy; by June most had switched and
there weren’t many objections,” he added.

Electric taxis solve the problem [of vehicle pollution],”
said Wu Ye, a deputy professor at Tsinghua University’s
School of the Environment, “but we can’t yet say Taiyuan

has been successful.”

A limited success

The city’s car owners have been less eager to embrace
vehicle electrification. EVs account for 1.8% of all road
vehicles in Taiyuan (20,000 EVs out of 1.15 million
vehicles). Of this, almost half are designated taxis and buses.
“Taiyuan’s taken the first step, but there’s a long way to
go yet,” said Wu Ye.
More charging stations are needed and parking garages.

But more worrying is that Taiyuan’s electricity is still
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mostly sourced from polluting coal generation.

“80% of Shanxi’s electricity comes from coal, 10% from
wind, solar and hydro, and despite this, wind power is still
being wasted. So the electricity system could be better
managed,” so that coal power is displaced by renewables,
said Zhao Yonggqiang, deputy head of the Renewable
Energy Centre at the National Development and Reform
Commission’s Energy Research Institute.

In China as a whole, coal accounted for 63% of electricity
generated in 2016. But Shanxi produces one quarter of the
country’s coal and its power generation relies on it far more

than the national average.

Deeper reforms

The plan to build and buy EVs looks to have been
successful in Taiyuan. But that doesn’t mean that other
cities will be able to replicate it.

It is worth noting that the city’s promotion of the EV
sector is closely associated with the current mayor, Geng
Yanbo, who featured in the BBC documentary The Chinese
Mayor. Geng is a controversial figure. As mayor of the city
of Datong he embarked on wide-ranging plans to improve
traffic flow and infrastructure, but was criticised for pushing
through changes too quickly and destroying sites of cultural
importance.

As mayor of Taiyuan, Geng has rebuilt the city’s road

network and as the chair of a working group promoting

EVs is a strong advocate for the technology. Whilst
electrification of the taxi fleet has bolstered the city’s
low-carbon reputation, it does little to address the city’s
worsening traffic pollution given that taxis make up only a
small proportion of vehicles.

Although replacing 8,000 taxis with EVs within a year
is a huge feat, it is only a starting point for the broader
transport reforms Taiyuan needs. And these will depend
on much more than the determination and capabilities of
whoever is in charge.

The electrification of its taxi fleet put Taiyuan at the
forefront of cities replacing their fuel-burning vehicles. On
October 23, 12 cities in the C40 Cities Climate Leadership
Group, including London and Paris, announced they would
buy only zero-emission buses from 2025. Previously some
countries, including Germany and the UK, announced plans
to ban the sale of fuel-burning vehicles. China has also
started looking into a timetable for doing this.

But for Taiyuan to remain an EV Capital and become a
real leader in promoting a shift to greener transport, this

coal city needs to consider deeper reforms. ©

Zhang Chun is a senior researcher at chinadialogue.
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What’s the impact of the
East China Sea oil spill?

The Sanchi has sunk but its cargo could still damage the environment

[J Feng Jie

© weibo |

The Sanchi oil tanker days before it sank

Sanchi, the Panama-registered oil tanker that set fire after Rescuers have retrieved the bodies of three Sanchi
colliding with a Hong Kong freighter on January 6, sank crew members but 29 remain unaccounted for. The

at about 5pm on Sunday, according to a report by China collision of the Iranian-owned tanker with the Chinese
Science Daily. CCTV reported that flames at the location freighter CF Crystal took place 160 nautical miles east
where the vessel sank went out the following morning. of Shanghai.
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Environmental impacts

It’s still too early to know how the oil spill will affect
wildlife and the marine environment but long-term
monitoring will be needed to understand this. The damage
from oil spills is difficult to gauge because there are so
many factors at play: the type of oil leaked, the direction
of ocean currents, weather conditions and the environment
where the leak took place are all important.

The Sanchi was transporting 136,000 tonnes of
condensate from Iran to South Korea when the collision

happened. There is still no firm data on the volume of

spilled oil, but the oil slick is reported to be 10 nautical miles

long and 1-4 nautical miles wide. Two Chinese vessels are
reported to be cleaning up the slick with foam detergents,
while the State Oceanic Administration’s East China Sea
bureau is using radar to measure its extent and impact.

Oil spills are usually associated with crude oil — a sticky

black or dark brown liquid — but condensates are quite
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different. They exist in gaseous form in high-pressure

oil reservoirs but condense into liquids when extracted.
Condensates are easily refined into high-value oil products
such as petroleum, diesel, aviation fuel and heating fuel,
and are referred to as “the champagne of crude oil”.

Condensates are less toxic than crude oil and slightly
soluble in water. They also evaporate more easily and are
more flammable, which explains why the Sanchi burned for
several days after the collision.

Because the collision took place over 100 nautical miles
offshore, the impact on the marine environment and nearby
fisheries may be lessened although south-flowing ocean
currents could carry pollution to the Zhoushan fisheries off
China’s east coast.

An official with the East China Sea office of the
State Oceanic Administration, which is responsible for
monitoring the marine environment and responding to
emergencies, said in an interview with Caixin on January 11

that the latest monitoring data obtained by the coastguard
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Number of large and medium-sized oil spills over 700 tonnes, 1970-2016. Source: ITOPF
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showed “no oil blooms, low oil concentrations, and water
quality within Category I standards” between 1.3 and 19
nautical miles from the Sanchi.

The administration also told media last week that the
weather conditions and location of the Sanchi meant, “the
accident will not currently have any impact on the coastal
environment.” Modelling by the Yantai Oil Leak Response
Centre suggests that only 1% of condensates remain in the
water five hours after a leak.

The distance from shore can make a big difference to the
environmental damage from oil spills. For example, when
the Atlantic Empress oil tanker sank following a collision
in 1979 it spilled 280,000 tonnes of oil — the largest ever
release from a tanker. However, the oil did not reach the
coast, which lessened the damage. In contrast, the 1989
Exxon Valdez spill in Alaska was smaller but devastated
1,300 miles of coastline in the Prince William Sound,

killing much of the local wildlife.

Can spills be stopped?

There will always be a risk of marine oil leaks although it is
possible to use legal, regulatory and technical measures to
reduce their likelihood, ensure responsible parties are held
to account, and deal with the consequences.

A year after the Exxon Valdez leak, the United States

passed a law requiring new tankers working in US waters be

double-hulled so that if a grounding or collision happened a
leak would be less likely. In 1992 the International Marine
Organisation followed-suit, requiring all new tankers to

be double-hulled and for existing tankers to be raised to

the same standard. The MARPOL convention is the most
important international agreement designed to prevent
marine pollution from shipping. China is an IMO member
and MARPOL signatory.

The double-hull standards and other changes have helped
to reduce spills, which dropped significantly from the 1990s
onwards.

A number of details about the Sanchi, such as its age and
whether it met safety standards are still unknown. What we
do know is that the oil trade relies heavily on huge numbers
of tankers travelling long distances through busy shipping
lanes in changeable weather. Whilst this is the case, it will
be impossible to completely prevent vessels from colliding
or running aground.

While the oil trade has expanded since the 1980s, the
number of oil spills has decreased. That’s good news, but it
doesn’t mean we can stop worrying: there is still a need for
quality, long-term research into the effects of oil spills on

the marine environment and wildlife. ©

Feng Jie is a senior reporter and author of Bohai oil spill series.
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Fishing village in decline

Government action is too slow to stem the decline of fish stocks.

J Shi Yi

Last year, Xiangshan county’s fishermen spent four and a
half months stuck in port, a month longer than usual.

Xiangshan, a crab claw-shaped peninsula south of
Ningbo, a thriving city in the southeastern province of
Zhejiang, has been a well-known fishing region since the
13th century.

The decision to extend the closed season from May to
mid-September, instead of June, was taken by the Ministry
of Agriculture to give greater protection to fish stocks in the
East China Sea.

The fishing season is just beginning in Xiangshan’s
historic fishing grounds when I visit. Boats are docked in
tight rows in Shipu harbour, colourful flags flapping from
their masts. Nearby, the huge fish market is piled high with
crates of fresh catch. Porters are bustling about, ceaselessly
hauling boxes onto weighing machines and loading trucks.

Retired captain Shen Xianggen remembers how depleted
the fish stocks were before the closed season was instituted in
1995. He recalls a trip with his son, who was 19 at the time,
which netted only thumb-length eels and tiny butterfish, the
size of a coin. “There were no fish in the East China Sea, so
we had to head to the South China Sea,” he says.

+ 102 -

Industrial fisheries

When the elder Shen started fishing in the 1960s, nets
strained under tonnes of fish. But economic reforms in the
1980s changed everything.

Previously, the village commune had owned the fishing
fleet, so it wasn’t possible to possess your own boat. The
commune planned when and how to fish, and assigned
workers like Shen to a fishing crew. He recalls working on a
small fleet of wooden vessels that was utterly different from
the industrial scale vessels of today.

People started to invest in private fishing vessels from
the early 1980s, and the seas soon got busier. “After reform
and opening up I wasn’t sure what to do, but I was best at
fishing. So a dozen or so of us got together, got a boat, and
just kept fishing,” says Shen.

The harbour soon needed expanding, and then several
times again. Most locals were rice farmers before the 80s,
growing crops on the harbour-side hills. As the industry
grew, fields became streets, and workers from inland China
that had never even seen the sea flooded in, forming the
bulk of the workforce.
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Shrinking catches

In 1960, there were only 1,500 fishing boats for the county
coastline, landing less than 20,000 tonnes of fish a year.

Following unsustainable growth in the 80s, a closed
season was introduced in 1995, resulting in a peak in
vessels in 1998 at 5,000. By this point the annual catch was
more than 400,000 tonnes.

Fishermen all along the China coast were complaining of
shrinking catches by then, not just on the East China Sea.
“You didn’t see yellow croaker so much after the 1990s and
eels were much rarer after 2000,” Shen remembers. Those
species had been the main catch.

Xiangshan’s experience is a microcosm of China’s
coastal fishing industry.

Over 10 million tonnes of fish were caught annually
from 1995, according to the government’s China Fishing
Industry Yearbook. China’s coastal catch was 13.28 million
tonnes in 2016, according to agriculture ministry data — far
outstripping the eight or nine million tonnes that fishing
experts estimate is sustainable.

Boats are fitted with GPS systems and sonar to locate
fish, meaning shoals have little chance of evading capture.
Shen first recalls going to sea with only a compass and a
radio to listen to weather forecasts. His generation stayed

within eight nautical miles of the shore.

Number of fishing vessels in Xiangshan
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Closed season only a start

Shen Xianggen has now retired, and his son Shen Haibing
captains their boat.

The younger Shen says fishing crews depend for their
entire year’s income on the first few months after the closed
season. After this period the higher value fish are scarce and
the catch is mostly “trash fish”, used to produce fish meal.

The first two months fishing are good thanks to the closed
season but by winter boats start tying up in port to avoid
making a loss, says Huang Genbao, head of the county’s
fishing industry association.

The association has found that gross income can hit
almost one million yuan (US$158,000) on some boats in
the first month of the fishing season, but earnings are not
sustained throughout.

“A closed season alone isn’t enough, but without it
there’d be nothing left. There has to be a reduction in boat

numbers,” says Huang.

Vanishing profits

Shen Haibing says fishermen wouldn’t make a profit
without government fuel subsidies.

Fishing vessel fuel subsidies began in 2006 and have
risen steadily over the past decade. Payments are set
according to a boat’s horsepower and
fuel consumption.

Shen Haibing found his fuel
subsidy was worth over 300,000
yuan (US$47,500) in 2014. But after
maintenance, labour costs and fuel,
his net income for the year was also
300,000 yuan — without fuel subsidy,
he would have made nothing.

Tang Yi, head of the College of
Marine Culture and Law at Shanghai
Ocean University, says government
fuel subsidies have worked against

separate efforts by officials to halt
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Butterfish caught on the first day of the fishing season

In 2006, the government set targets to cut catches and
ease the decline of fisheries. In the same year, it initiated
fuel subsidies for certain sectors, including agriculture and
fishing, despite official concern about overfishing since
2003.

The policy mismatch was not tackled until 2015 when
the Ministry of Finance acknowledged that: “fuel subsidies
for the fishing industry... have distorted price signals and
undercut policies intended to reduce the number of fishing
vessels and move fishermen into other sectors.”

An annual reduction in the subsidy was announced.

By 2019 it will be lowered to the same level as 2014, to

encourage more people to leave the industry.
Scrapping boats

One-off government payments over the last year have also
persuaded many captains to scrap older vessels, and some
to find other work.

According to Zhejiang Online the catch reduction subsidy
can be worth between 100,000 yuan (US$15,812) and four
million yuan (US$632,000) and over 500 fishing vessels
have been scrapped in Xiangshan since November 2016.

The provincial government is also taking a tougher line
on net sizes by banning those below 54mm to protect young
fish. It’s also banned sales of six species of small fish,

including the eel and yellow croaker.
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But illegal fishing is hard to eliminate. With just two
patrol boats, local fishery officials complain they cannot
control what fishing boats do at sea.

Shen Haibin says complains that “the fishermen are

losing out.”
Go to sea, or go home?

Despite government efforts to reduce catches, Xiangshan is
still home to 2,600 fishing vessels — roughly the same as in
the early 1990s, only now with greater horsepower.

On shore, there are hotels, restaurants and modern
apartment buildings. The local government wants to turn
Xiangshan into a tourist destination.

A previously obscure festival to start the fishing season
has become famous. In the past, the Shens explained, some
fishermen would make a small sacrifice to the sea goddess
Mazu in hope of a good catch and safe passage. Now the
government has them make mass sacrifices and decorate
their boats — and the hotels are always full.

Forty-year old Shen Haibing has been considering a
change of career but worries he’s too old. A friend of his
quit to run a cold storage facility but the venture failed so
he bought a new boat and returned to fishing. Most of those
leaving the industry are already approaching retirement.

“It’s hard for a fisherman to quit,” says Shen, standing on

the deck of his boat. But it may be harder to remain one. =

All photos by Shi Yi

Shi Yi is a reporter at Thepaper.cn.
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Fishermen have dinner on deck
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The captains represent their crews in a prayer to Mazu, goddess of the seas, for a good catch
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The crew of a fishing vessel check their nets
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Eel are the main catch at this time
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