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Executive summary

This research aims to understand the role that Chinese policies and
guidelines play in governing Chinese companies overseas, through exploring
the experiences and perceptions of representatives in those companies.

This discussion paper presents the key findings of fieldwork in Mozambique,
Kenya and Uganda during August—September 2015, including a survey and
interviews with fifty-eight Chinese personnel working for Chinese companies
in these locations. Our findings revealed a complex governance matrix
influencing the environmental and social performance of Chinese companies
in Africa, in which Chinese policies play only a relatively minor role.

In response to this finding, the paper explores the
overall governance environment for Chinese companies
interviewed, and asks how the in-country employees
understand the Chinese policies and guidelines relative
to the role of local laws, contractual obligations, internal
company policies, and other unwritten governance
factors in the host countries. As this was a perception
analysis, we examine not their social and environmental
performance but their representatives’ perceptions

and experiences of the many and complex factors that
influence their conduct in Africa.

Our research found that Chinese policies and
guidelines — the first governance factor — generally
received a very low level of awareness among the
Chinese company representatives. On average, 55% of
the interviewees showed a complete lack of awareness
of selected Chinese policy documents, while 30%
reported some awareness, and only 15% expressed
familiarity. Furthermore, many interviewees felt that the
Chinese policies and guidelines were irrelevant to their
in-country operations for a variety of reasons, including

a lack of understanding of the documents, or a view of
the documents themselves as not ‘practical’ enough, or
unclear Chinese jurisdiction over their overseas activities.
There were two exceptions to this: first, interviewees
paid more attention to policies related to safety or labour
than those related to social or environmental; issues
second, interviewees in construction and mining showed
a relatively high level of awareness about sector-specific
voluntary guidelines (though only 17% and 14% of the
interviewees respectively reported familiarity with the
content). This emphasises that proliferation of voluntary
guidelines without proper consideration for dissemination,
implementation, uptake and incentives is unlikely to achieve
the desired impact.

In addition, the role of the Chinese policies and
guidelines depended to a large degree on the type of
Chinese company involved. Interviewees from state-
owned enterprises (SOEs) showed a higher level of
awareness overall; more than half of them reported
some level of awareness of the selected documents,
compared with only a third for the privately owned
company (POE) respondents, and they also generally
reported a more positive perception of the Chinese
policies and guidelines than private companies. Our
results suggest that the links between state-owned
companies and the Chinese government create stronger
awareness of policy objectives, provide incentives for
compliance, and potentially help translate government
policy into internal corporate policy.

Privately owned companies, by contrast, had
significantly lower awareness of Chinese policies and
guidelines than their SOE counterparts. We found that
they operate much more independently, have weak
communication with Chinese government bodies,
seldom receive government-linked support (for instance,
in the form of concessional loans) and generally lack
accountability mechanisms; some may even lack

legal status in China, since they are registered in the
local African country only. Attempting to hold them
accountable and promote more responsible business
practices through the existing Chinese policies and
guidelines may thus present significant challenges.

By contrast, host-country laws and regulations —

the second governance factor — stood out as the
most important factor guiding company operations

in interviews across all company types and in all three
countries. Labour-law compliance was one area of
particular emphasis, while interviewees also showed high
awareness of local environmental-regulation requirements.
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Contrary to common perceptions about Chinese
companies bringing large numbers of Chinese workers
to Africa from China, the majority of interviewees cited
practices of actively hiring local workers, with some also
aiming for gender balance.

Although local laws received careful attention from the
Chinese companies in the study, their operations are
also strongly shaped by local institutional practices
and social norms — the third governance factor —
beyond the written laws and policies. These set of
factors include corruption, weak rule of law, and lack

of capacity in law enforcement, all of which hinder

the power of host-country regulations to protect local
social and environmental interests. We found that while
interviewees largely saw corruption as a negative, some
private companies reported involvement in bribery

and other corruption practices, explaining that it was
necessary in order to overcome inefficiencies in the
system. Given the rapid increase of Chinese OFDI
(overseas foreign direct investment) flow from private
companies in recent years, and the severely limited
influence of the Chinese government over these private
businesses, this finding points to important gaps in
current governance of overseas Chinese companies.

Furthermore, internal corporate policies — the fourth
governance factor — seem to play an important role
in governing a majority of the practices of the Chinese
companies interviewed. While the content of these
was not a primary focus of this research, interviewees
repeatedly emphasised their importance and described
a wide range of corporate-policy approaches to social
and environmental safeguards in overseas operations.
These varied greatly from company to company,
especially according to shareholding type and size, with
state-owned enterprises and larger private companies
having more structured policies such as transparency
measures, and smaller private companies having none,
or weaker ones. For state-owned enterprises with
robust corporate quality, health, safety and environment
policies (QHSES), interviews revealed that Chinese
government policies may play a role in shaping their
content, thus identifying an indirect channel through
which Chinese policies affect overseas business
operations. However, internal corporate policies are
often not publicly available, making it difficult for the
public to assess their stringency, level of implementation
and impacts on local communities and the environment.

Finally, conditions set by project proprietors and
financiers — the fifth governance factor — have critical
influence on the operations of Chinese companies
undertaking large-scale construction projects
specifically. Such projects attract significant attention
from local civil society for their associated social and
environmental impacts.

However, our research revealed that the Chinese
companies themselves have very limited scope for
influence in either the contract terms specified by
the project proprietor (the local government in most
cases) or the conditions for social and environmental
safeguards specified by the financier.

Our research also revealed that overseas Chinese
businesses are not passive actors. Interviewees
discussed their own efforts — many outside of official
corporate policy or local laws — to improve their social
performance overseas through community engagement
and skills training. While not without their challenges,
these examples run contrary to the common perception
that overseas Chinese businesses are indifferent to social
impacts. Building on these existing efforts may provide

a useful entry point for more constructive engagement
with Chinese companies by the international development
community in the future.

Ultimately, the complex governance matrix
discussed in this paper demands a realistic
assessment of existing Chinese policies and
guidelines’ limited influence on overseas business
conduct. Emerging from our discussions with

Chinese business representatives was their desire

for the Chinese government to provide more tangible
support in realising responsible business conduct,
beyond the formulation of policies. Specifically, our
research revealed four recommendations for the
Chinese government: provide up-to-date information

on in-country investment risks; negotiate with the local
government regarding issues such as visas, crime and
safety; install punitive measures for Chinese businesses
involved in corruption and other unlawful conducts;

and regulate competition among Chinese companies
undertaking construction projects to avoid a ‘race to
the bottom’ (extreme price-cutting) by encouraging a
stronger role for Chinese embassies and Economic and
Commercial Counsellor's Offices (ECCOs).

For members of the international development community
concerned with the social and environmental implications
of the increasing Chinese business engagement in
developing countries, this study also provides some key
insights. The diversity of Chinese businesses described
above needs to be more clearly recognised in research
analysis and targeted strategic engagement. One
potentially promising — and often neglected — avenue is
the internal corporate policy of Chinese companies; future
research could examine how internal policies incorporate
social and environmental due-diligence mechanisms, and
what influence relevant Chinese policies and international
standards have in this process. Future engagement
efforts could also focus on assessing how companies
implement their own policies on the ground. Another

area highlighted for constructive engagement is assisting
Chinese businesses to understand complex land rights
and associated investment risks overseas.
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Abbreviations

AlA American Institute of Architects

CCCMC China Chamber of Commerce of Metals, Minerals and Chemicals Importers and Exporters
ECCO Economic and Commercial Counsellor's Office

EDF European Development Fund (under the European Commission)

EIA Environmental impact assessment

EPC Engineering, Procurement and Construction

FIDIC Fédération Internationale Des Ingénieurs-Conseils

IAOP International Association of Oil and Gas Producers

ICE Institution of Civil Engineers

IFC International Finance Corporation

MOFA Ministry of Foreign Affairs

MOFCOM Ministry of Commerce

MEP Ministry of Environmental Protection

OFDI Overseas foreign direct investment

POE Privately owned enterprise

QHSE Quality, health, safety and environment (policy)

SASAC State-owned Assets Supervision and Administration Commission of the State Council
SOE State-owned enterprise
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Introduction

China’s business engagement in developing countries
has grown rapidly in the past decade through direct
investment, contract projects and trade. China was the
third-largest foreign investor in the world between 2012
and 2014, and approximately 80% of its investments
flowed to developing countries in 2014.' Chinese
companies are also eagerly bidding for — and winning
— contracts for infrastructure and service projects at an
unprecedented rate, particularly in developing countries.
For example, 80% of newly signed and completed
projects undertaken by Chinese companies in 2014
were located in Asia and Africa.

As Chinese investments and business operations
become increasingly integral to the economic
development of countries in the global South, by
bridging the ‘need gap’ in infrastructure,’ for example,
Chinese overseas businesses have come under
increasing scrutiny. Of particular concern for the
international community are the social and environmental
impacts of these increasing engagements on local
communities and ecosystems. This is especially true
in countries with low law-enforcement capacity, high
corruption levels and other governance challenges.

Within this context, Chinese policymakers and some
researchers have been hopeful that the Chinese
government, through its policies on overseas foreign
direct investment (OFDI) and cooperation, can guide
Chinese investors and businesses on a path of
responsible business conduct abroad. Indeed, the
Chinese government and chambers of commerce have
issued a plethora of policies and guidelines — more
than thirty of them since 2000 — related to foreign
direct investment and business conduct overseas. This
is well documented by a number of studies.”

Some researchers remain sceptical of the promise

of these OFDI policies and guidelines, questioning
how and to what degree they have shaped the social
and environmental practices of Chinese businesses
overseas.’ This literature emphasises the very real
intention on the part of the Chinese government to
promote responsible business conduct overseas; and it
points to a growing awareness of sustainability issues,
at least among large state-owned enterprises (SOEs).
However, it also continually raises uncomfortable
uncertainty regarding the actual implementation and
impact of the policies, particularly since most lack
enforcement and penalty mechanisms.

The debate about the efficacy of Chinese OFDI policies
and guidelines in the existing literature, however,

misses a few key points. First, focusing on policies and
guidelines assumes that governance of overseas Chinese
companies should, or does, mirror the top-down structure
within China. In reality, Chinese policies and guidelines
that attempt to influence overseas actors are only one
piece of a complex governance matrix guiding the social
and environmental behaviour of these companies.

Second, the prevailing debate — and the Chinese
policies and guidelines themselves — largely treat
‘Chinese overseas business engagement’ as a monolith,
while our experiences suggest that these engagements
are hugely varied, involving a wide range of degrees

of connectivity to China and the host countries, and a
wide range of business models including SOEs, POEs
(privately owned enterprises), hybrids of the two (private
companies with historical links to SOEs), joint ventures,
and even informal-sector businesses."” Any measures

to improve these engagements need to more clearly
distinguish among the various types of Chinese overseas
investments, with varying governance implications.

Finally, missing from these discussions are the perceptions
and experiences of Chinese businesses themselves.
Understanding their views on the Chinese government's
policies, and their perspectives on what the Chinese
government and others can do to better support their
efforts at responsible business conduct, is a necessary
next step toward improving China’s overseas investments.
This research aims to begin to fill these gaps.

Research approach

IIED researchers worked with seven co-researchers to
conduct fifty-eight interviews with Chinese businesses
operating in ecologically and socially sensitive sectors
including energy, infrastructure, construction, natural
resources, agriculture and manufacturing in three African
countries (Mozambique, Kenya and Uganda). While we
acknowledge the existence of hybrid companies operating
in Africa, the research focused only on SOEs and POEs.
Through this research, we aimed to understand Chinese
companies’ perception of the regulatory and legal
environment, with a particular focus on Chinese policies,
and the primary drivers and obstacles involved in conducting
responsible business overseas. As this was a perception
analysis, we were not concerned with assessing the
business conduct of these companies, nor were we looking
at impacts in the communities where they operate.

8 www.iied.org



We focused on African countries for three reasons:

1) the high degree of attention to Chinese investments
in Africa from the international development and
research community; 2) the enormous governance
challenges there such as customary land rights, or
overlapping land concessions affecting investments

in ecologically and socially sensitive sectors; and 3)
the often relatively low government capacity for law
enforcement, particularly in rural areas. Our findings,
however, may be extended to any developing country
facing similar governance and capacity challenges.
The three African countries in this study were chosen
based mainly on the research team’s own interests and
previous networking.

Methodology

The research team (see Appendix 1) was led by two IIED
researchers — one of them Chinese, and one an American
fluent in Mandarin — both with extensive experience
conducting fieldwork on China-Africa engagements.

One African and six Chinese co-researchers were
selected through a competitive application process to
conduct fieldwork alongside the IIED researchers. These
researchers had widely varied backgrounds and affiliations
including Chinese and foreign universities, Chinese

and international NGOs, and an African foundation. An
additional Chinese researcher contributed background
policy analysis and contributed to the research survey
design. All co-researchers participated in a research-skills
training workshop conducted by the IIED researchers,
which included discussion of fieldwork methodology,
ethics and the sharing of team members’ research
experiences. Each researcher selected geographic and
sectoral focuses for their research, and conducted a
literature review prior to fieldwork.

Fieldwork: We interviewed a total of fifty-eight
Chinese personnel working for Chinese companies
in Mozambique, Kenya and Uganda during August—
September 2015. Fieldwork lasted from ten to twenty
days per researcher.

Interviews consisted of semi-structured discussions plus
a survey for Chinese interviewees. The semi-structured
questions focused on the interviewees' perceptions

of Chinese and other regulatory factors affecting their
operations. (See Appendix 2 for sample questions.) The
survey examined the interviewees' familiarity with thirty-two
identified Chinese government policies and guidelines.
(See Appendix 4 for list of selected documents.)

Respondents were asked to choose among ‘Familiar
(with), ‘Heard of but not familiar (with)’ and ‘Never
heard of before’ to identify their level of awareness of
each policy. (See Appendix 3 for the text of the survey.)
Additionally, one of the researchers conducted three
key-informant interviews with stakeholders from non-
Chinese government institutions and civil-society
groups in Uganda.

Sampling of Chinese businesses relied on 1) prior
desk research to identify an initial list of potential
interviewees; 2) introductions by local Chinese field
assistants; and 3) snowball sampling. We limited

the scope of our inquiry into Chinese business
engagement overseas to investments from companies
with Chinese shareholding, and contract projects
undertaken by Chinese companies only (thus excluding
trade), as we were primarily interested in business
activities with tangible social and environmental
implications. Table 1 presents the aggregated
attributes of interviewees. The interviewees were told
that the data collected was to be used for research
purposes, and that their anonymity would be protected
in the research write-up. We are therefore only
disclosing the minimum amount of detail needed to
contextualise our findings throughout this paper.

www.iied.org 9



Table 1. Summary of interviewees

Total number * 58 (all Chinese employees of Chinese-owned companies)
Countries * Mozambique, Kenya and Uganda
Working in SOE vs. POE = SOE 57% (33 individuals)
= POE 43 % (25 individuals)
Sector = Construction 43% (25 companies)
(based on multiple-choice categories; percentages " Real estate 20% (11 cqmpames)
add up to greater than 100% due to some » Trade 20% (11 companies)
interviewees’ involvement in multiple sectors) * Mining and extractives 14% (8 companies)

*» Energy/electricity and gas 10% (6 companies)

» Water supply and waste management 9% (5 companies)
* Manufacturing 7% (4 companies)

» Agriculture 7% (4 companies)

» Other"i 5% (3 companies)

Number of years working in Africa * 5.2 years average (min. 1 month to max. 20 years)

Position in the company within Africa = Senior management 41%

= Mid-level management 28%
= Project-level management 9%
= Other 12%

= Unknown 10%

(based on self-identification)"

Gender = Male 86% (50 individuals)
= Female 14% (8 individuals)
Size of company » Local employees 2 ~ 20,000*
(by employee count) = Chinese employees 2 ~ 2,000
Survey deSIgn and Safety management is featured strongly in the documents.

Eight of the policies specifically refer to ensuring safe

Characteristics Of Selected operations and securing the safety of Chinese expatriates;

o o . . safety is the only topic for which the government has
pOllCleS and gU1dehneS provided a penalty-enforcement measure.
The survey focused on thirty-two documents (policies Taken together, these documents provide a framework
and voluntary guidelines; see Appendix 4) issued by for how existing Chinese policies and guidelines might
the Chinese government and industry associations shape the social and environmental performance of
between 2002 and 2015. Selection of these policies Chinese investments in Africa. Comparing the documents
and guidelines was informed by literature review over time reveals that the focus has gradually shifted
and the authors’ previous work, and was heavily toward sustainability and social responsibility, following
influenced by a list of Chinese policies provided in an earlier primary focus on operational efficiency and
the United Nations Development Programme 2015 safety and (a limited rage of) local development issues
report.* The selected documents were issued by a such as job creation. Environmental concerns addressed
variety of Chinese authorities including the Ministry of in the documents issued after 2007 include prevention
Commerce (MOFCOM), Ministry of Foreign Affairs of pollution, climate-change mitigation and sustainable
(MOFA), Ministry of Environmental Protection (MEP), resource use. These later documents also address specific
State-owned Assets Supervision and Administration social concerns including anti-discrimination measures,

Commission (SASAC), and industry associations such  protection of vulnerable groups, fundamental workplace
as the China Chamber of Commerce of Metals, Minerals rights, labour protection and fair operating practices.

and Chemicals Importers and Exporters (CCCMC). Labour issues addressed in these documents include
These documents cover performance, worker training employment and employment relations, conditions of work
and safety, finance, environmental protection, risk and social protection, social dialogue, health and safety at

management, competition and other issues involved in work, and human development and training at work.
Chinese companies’ investments and trade overseas.
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Despite this positive trend in socio-ecologically
responsible content, some key weaknesses emerge.
First, as mentioned above, the documents generally

lack monitoring and enforcement mechanisms; only

the Administrative Regulation on Contracting Foreign
Projects (2008) prescribes fines for Chinese companies
engaged in unsafe operations, corruption or illegal
activities overseas. We were, however, unable to obtain
any evidence as to whether or not this penalty has ever
been applied.

In addition, compliance with local legislation and
cultural norms stands out as a key principle promoted
in these documents. Fifteen of the twenty-six policy
documents explicitly require Chinese companies to
follow host-country laws and regulations, and twelve of
them ask businesses to respect local cultural norms.
This emphasis is not surprising, given the Chinese
government's general policy of non-interference.”
Although encouraging Chinese companies to follow
local laws is clearly a positive and necessary message,
in many developing countries with weak governance
this approach seems to provide inadequate practical
guidance for Chinese companies regarding responsible
business operations overseas.

Limitations

What follows is a presentation of Chinese business
representatives’ self-reported perceptions of their
experiences. We did not have sufficient field time to
observe practices and triangulate findings. In addition,
there was limited opportunity for researchers to build
trust with interviewees, leading to potential issues of low
trust in some interviewees, and possible inconsistency
of interview sets. Likewise, our sampling methods

were largely guided by rapid networking and personal
connections, potentially biasing the interviewee pool.

Furthermore, as we started to review initial survey and
interview results, we realised that our narrow survey
focus on the titles of the Chinese policy documents may
not have captured their full influence; it emerged that
policy documents may impact internal corporate policies
of SOEs in ways that their employees in Africa may not
recognize, thus exerting a real but indirect and unseen
influence on their actions. Semi-structured interviews
examined how well interviewees understood the
contents of the Chinese documents, and some of the
more nuanced issues that emerged will be discussed.
However, this process of policy influence remains only
partially explored in this paper, and further research may
refine or contradict some of our findings in the future.

Likewise, although we set out to understand business
perceptions, even these first-hand perceptions may
not distinguish the influence of Chinese policies from
that of others; the various institutional factors governing
Chinese business operation in Africa often impose
similar requirements. (For example, the obligation

to sign contracts with workers appears throughout
Chinese policies, host-country legislation, internal
corporate policies, contract stipulations and more.)
Further, we were not able to tease out the influence

of international standards and norms, as they did not
significantly figure in our interviews apart from several
experienced managers from energy SOEs mentioning
the International Finance Corporation (IFC) standards.

Finally, the diversity of background and skills among the
co-researchers, and resultant differences in interpreting
interview data, made it difficult to achieve a uniform view
of the findings. We present this discussion paper not

as a presentation of final conclusions but as a means

to engage readers in the vibrant debates that we have
enjoyed as authors of this report.

Responsible overseas
companies: whose
responsibility is it?

This discussion paper presents the key findings of

the fieldwork described above. Through exploring

the experiences and perceptions of personnel within
Chinese companies overseas, our aim is to contribute to
a better understanding of the role that Chinese policies
and guidelines play in governing their behaviour.

Toward this end, the following section explores the
overall governance environment for Chinese companies
operating in the field sites, and asks how Chinese
companies understand the Chinese policies and
guidelines relative to the role of local laws, contractual
obligations, internal company policies and other
factors. We then consider the nature of the companies
themselves, highlighting the diversity of actors and
business models at play in our fieldwork. Finally, we
present the interviewees' descriptions of their own efforts
to improve their environmental and social performance
overseas within this complex governance matrix.

The last section provides recommendations toward
constructive engagement for Chinese policymakers
and others in the international development community
who hope to help developing countries harness

the opportunity presented by Chinese business
engagement while minimising its negative social and
environmental impacts.

Finally, the conclusion reflects on these findings and
introduces questions for further research and discussion.
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The complex
governance matrix




We set out to understand the role

that Chinese policies and guidelines

play in governing Chinese companies
overseas by asking Chinese company
representatives for their perceptions

of these documents. The picture that
emerged from these interviews, however,
was of a complex governance environment
affecting the companies’ social and
environmental behaviours — in which
Chinese policies play only a small role.
Interviews revealed that transactions are negotiated
and executed within a multi-layered institutional matrix
consisting of host-country laws and regulations, host-
country governance factors, internal corporate policies,
contractual obligations (especially for construction
companies) and — least of all — Chinese policies and
guidelines. It proved impossible to discuss interviewee

perceptions of Chinese policies without placing them
within this wider context.

In this section, we consider how interviewees perceive
and are influenced by:

1) Chinese policies and guidelines;

2) local laws;

3) unwritten governance factors in the host country;
4) internal company policies; and

5) project-specific and financier conditions.

We examine not the Chinese business people’s conduct
but their perceptions and experience of the many and
complex factors that influence their conduct.

Governance factor 1: Chinese
policies and guidelines

Interviewees generally exhibited a low awareness of the
Chinese policies and guidelines, and tended to downplay
their relative importance vis-a-vis other factors in guiding
their social and environmental performance. The reasons
for this lack of awareness and perception of irrelevance,
however, differed between SOEs and POEs.

1.1 Low awareness and perceived irrelevance

In general, the Chinese businesses interviewed felt that
the existing Chinese policies provided neither incentives
nor disincentives sufficient to be considered relevant on
the ground. Some interviewees even explained that they
did not feel it was very important to familiarise themselves
with these documents for operational purposes; in one
SOE interviewee’s words, they were “not an important
factor guiding their daily operations in Africa”.

The general consensus among interviewees was that
the contents of Chinese policy documents are too
broad and impractical to be useful for solving “real
problems” (SOE interviewee, Kenya). Indeed, a majority
of the interviewees questioned their relevance to
day-to-day operations; with the exception of country-
specific guidelines issued by MOFCOM, no policies
or guidelines were noted by interviewees as providing
practical guidance in their daily business operations.
Furthermore, some interviewees explicitly stated that
Chinese polices and regulations were out of date and
unsuitable for adapting to the actual circumstances.

This general sense of irrelevance is supported by our
survey results, which indicate a low level of awareness
toward the Chinese policies and guidelines. As shown in
Figure 1, on average across the 32 selected policies and
guidelines, 55% of the interviewees showed a complete
lack of awareness (“never heard of them”), while 30%
reported some awareness (“heard of them but were not
familiar with them”), and only 15% expressed familiarity
(“familiar with them”).

Figure 1. Awareness of Chinese overseas business policies and guidelines among all respondents

55% — Never heard of

\— 15% — Familiar with

30% — Heard of but not familiar with
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Interviewees who claimed familiarity with the policies
said that they had learned of them through various
channels: compulsory trainings for SOE employees
before going abroad; group study sessions organised
by local branches of SOEs; searching the Internet;
hearing about them from Chinese embassy staff in the
host country; or discussions with friends in government
or other companies. Among those who had never heard
of the documents, some were interested in learning
more, and some even sought advice about this from the
researchers after the interviews.

The general low level of awareness about the
documents reveals their limited effect at the operational
level. It seems that despite the effort put into producing
its policies and guidelines, the Chinese government
remains limited in its ability to make its policies

relevant enough to the operational staff of Chinese
companies abroad to govern their practices on the
ground. This is particularly important, given that several
of the government documents seem to assume high
awareness in Chinese companies overseas, while our
research shows that there is in fact very little.

For example, one important document, Measures for
Bad Credit Records in the Fields of Foreign Investment
Cooperation and Foreign Trade for Trial Implementation
(2013), aims to record companies with a history of
improper behaviours such as disrespecting local
regulations, customs and culture (causing clashes

with local people), breaking local labour laws (causing
severe conflicts with workers) and damaging the local
environment. The Chinese media has touted this as

an effective ‘blacklisting’ mechanism, expecting it to
provide significant traction for improving the behaviour
of irresponsible Chinese companies overseas. Similarly,
Regulating Competitive Behaviours in the Fields

of Foreign Investment Cooperation (2013) directly
addressed concerns raised in interviews about unhealthy
competitive behaviours among Chinese companies.

However, Figure 2 shows that for both of these
measures, a full 50% of the SOE interviewees —
many of them at the senior-management level for local
operations — had never heard of these publications.
Only 16% reported familiarity with them.

Figure 2. Policy awareness among SOE interviewees of two key policy documents

509% — Never heard of them

This lack of awareness perhaps highlights not so much a
need for awareness-raising among SOE employees as a
need to create accountability mechanisms to ensure that
these policies are taken seriously at the operational level
— or to implement those mechanisms more consistently.
For example, blacklisted companies are supposed to
appear on a list published monthly by MOFCOM il but
this effort to affect business behaviour does not seem to
have gained much traction on the ground, based on our
interviews and surveys. Additionally, no explicit penalty

is mentioned in the policy document, which prevents

the public from knowing how a company may be held
accountable in case of wrongdoings.

\—‘ 16% — Familiar with them

34% — Heard of them but not
familiar with them

In other words, Chinese policies and guidelines may

be clear and well-intentioned on paper, but explicit
monitoring and enforcement mechanisms are needed
for this implementation gap to be effectively addressed.
It is useful to note, however, that an indirect channel
through which this accountability gap is addressed may
exist; this will be discussed further in the section on
internal corporate policies.
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BOX 1. A CHINESE MANAGER’S PERCEPTIONS OF CHINESE
POLICIES AND GUIDELINES

1.2 Awareness of safety, labour and
voluntary guidelines

There were two exceptions to the overall low awareness
described above, and to the perception that Chinese
policies and guidelines are irrelevant to in-country
operations. First, interviewees generally paid a higher
level of attention to policies that they considered more
‘practical’, such as those related to safety or labour. As
shown in Figure 3, the reported level of familiarity with
labour and safety regulations was a relatively high 24%,
with only 45% reporting no knowledge, compared to only
9% familiarity and 60% ‘no knowledge’ for policies related
to environmental and social safeguards. (Two policies on
safety in particular fetched 77% awareness levels among
the SOE interviewees, as illustrated in Figure 6.)

Figure 3. Awareness of safety and labour vs. other policies among all respondents
Familiar with " Heard of but not familiar with B Never heard of

9%

24%

Safety and labour-related policies Environment and social
responsibility-related policies
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Interviewees attributed this discrepancy to a
combination of the companies’ exposure and the
regulations’ practical applicability: labour and safety
practices have direct impacts on company profitability
overseas, so companies are eager to seek all resources
available to ensure compliance if not best practice.

The emphasis on labour management in particular is
consistent with interviewees' emphasis on complying
with local labour legislation.

Second, the Chinese government, industry associations,
and chambers of commerce, as well as the international
development community, have paid a great deal of
attention to the development of voluntary guidelines

for overseas companies. Several guidelines have been
published since 2007 covering topics of environmental
protection, construction, forestry and mining.

Two more, for the palm oil and rubber industries, are
currently in development. Despite high hopes that the
guidelines will encourage Chinese companies to pay more
attention to principled business practices and strengthen
their environmental and social accountability, their impacts
on company operations overseas remain uncertain.

Interviewees in construction and mining reported a relatively
high level of awareness regarding the sector-specific
voluntary guidelines for their sectors (see Figure 4)." The
Guide for Chinese International Contractors, issued by the
China International Contractors’ Association, registered
67% awareness (17% ‘familiar’ and 50% ‘heard of’) among
the twenty-four construction companies in the study. Only a
third had no knowledge of it at all.

Similarly, among the seven mining company employees
interviewed, all but two interviewees were aware of

the Guidelines for Social Responsibility in Outbound
Mining Investments, issued by the China Chamber

of Commerce of Metals, Minerals and Chemicals
Importers and Exporters.

Although awareness may be high for these guidelines,
however, the low levels of ‘familiarity’ reported — 17%
and 14% — signal a need for active dissemination
and training of guideline contents in order to achieve
the impacts desired by Chinese stakeholders and the
international development community.

Awareness of the general environmental guidelines issued
by MEP and MOFCOM lagged behind the sector-specific
guidelines: over 60% of the interviewees reported no
knowledge of the Guidelines for Environmental Protection
in Foreign Investment and Cooperation.

Figure 4. Policy awareness levels for three sector-specific voluntary guidelines

Familiar with

Heard of but not familiar with

M Never heard of

17% 14% 13%
27%
50% 57%
Guide for Chinese Guidelines for Social Responsibility Guidelines for Environmental

International Contractors
(24 contracting companies)

in Outbound Mining Investments
(7 mining companies)

Protection in Foreign Investment
and Cooperation (all companies)
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1.3 Improving the effectiveness of
voluntary guidelines

As discussed earlier, as with the Chinese government
policies, the Chinese company representatives interviewed
considered the voluntary guidelines largely irrelevant. None
of the interviewees mentioned the voluntary guidelines as
influencing their operations. Even the sectoral guidelines,
relatively well-known among companies within the sectors,
registered low familiarity levels. The interviews suggested
a low degree of policy penetration for voluntary guidelines
emanating from Beijing. While this suggests the need for
more trainings and implementation support, our research
results, combined with previous IlED research in this area,
also point to three specific pathways for improving the
effectiveness of the voluntary guidelines in the future.

First, the source of the guidelines may determine their level
of awareness and uptake. As the extremely low awareness
of the MEP/MOFCOM guidelines indicate, industry-
representative bodies rather than government entities may
be better suited to ensuring uptake of the documents. Past
IIED engagement with the development and dissemination
of sectoral guidelines also suggests that the industry
associations and chambers of commerce that issue
sectoral guidelines seem to be better positioned to obtain
buy-in from business actors and promote implementation.

Second, past lIED research with the CCCMC, which
issued the mining guideline, suggests that the issuers
endeavoured from the beginning to make it a practical
document, which may have increased the usefulness
and therefore the uptake of the guidelines. Given that
the primary complaint of Chinese overseas companies
was the impracticality of the policies, a focus on
practicality and operationalisation of sound principles
appears to be crucial for future guidelines.

Finally, our research confirmed that incentives for the
companies to take up the guidelines are urgently needed

if they are to be implemented. IIED’s work on the forestry
guidelines similarly indicates a growing sense among Chinese
stakeholders that the implementation of the documents
critically depends on incentivising companies to embrace
them. Therefore, future work in this direction should explore
tying incentives such as green credits to the implementation
of the guidelines. Ultimately, this paper and past IIED
research agree on one important point: proliferation of
voluntary guidelines without proper consideration for
dissemination, implementation, uptake and incentives will
likely fail to achieve the desired impact.

1.4 Differences in awareness between
SOEs and POEs

When analysing our interviews and survey results, it
became clear that the role of the Chinese policies and
guidelines differed depending on the type of Chinese
company involved. Clear differences emerged between
the perceptions of SOEs and POEs, highlighting
differentiated governance needs.

SOEs showed more awareness than POEs of the Chinese
policies and guidelines. As Figure 5 illustrates, more than
half of the interviewees from SOEs reported some level

of awareness of the selected policies and guidelines,
compared with only a third of the POE respondents. Within
SOEs, awareness also varied by job function: senior-level
managers and staff in the public relations department were
generally more knowledgeable about the policies than
those working in other departments. While it is possible that
the different job positions of interviewees from the SOEs
and POEs may have influenced their answers, there was a
comparable mix of positions held by the interviewees of both
groups. The SOE interviewees were more varied across
senior management and project-level management mainly
because SOEs have a more multi-layered system.

Figure 5. Average policy awareness levels among POE vs. SOE respondents

Familiar with

21%

31%

SOE interviewees

Heard of but not familiar with

M Never heard of

6%

27%

POE interviewees
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In addition to a higher level of awareness, the SOE
interviewees generally reported more positive
perceptions toward the Chinese policies and guidelines
than the private companies. Nineteen interviewees from
SOEs felt that the Chinese OFDI policies cover the
main areas of business operations for their companies;
one interviewee described Chinese policies as
“comprehensive and good for long-term application”
(project manager, SOE). Six other SOE interviewees
thought otherwise, while six provided no clear answer.

This positive perception persisted despite the
aforementioned sense of impracticality of many of the
documents — at least seven managers from SOEs
specifically remarked on the difficulty of operationalising
the Chinese policies and guidelines.

Several SOE interviewees suggested that internal corporate
policies are the primary channel through which Chinese
policies are ‘implemented’ on the ground overseas.

Even for safety-related policies, which garnered the
most awareness overall, the POE versus SOE divide is
a wide one, with only 46% of POE interviewees having
even heard of these measures (see Figure 6).

Figure 6. Awareness level of safety policies®™ among POE and SOE interviewees

Familiar with

42%

34%

SOE interviewees

In addition to the higher policy-awareness level and
more positive perceptions that we found among SOE
representatives in this research, interviews also pointed
to other important governance factors unique to SOEs.
First, some interviewees suggested that many aspects
of Chinese policies are already integrated into the
internal company policies of SOEs, thereby providing
an indirect channel of influence even when interviewed
subjects did not recognise a given policy by name.

Second, beyond policy requirements, other systems
also hold SOEs accountable — many of which don't
apply to POEs. These include requirements of approval
by Chinese ministries (applicable to large-scale

and sensitive investment projects), certificates and
guarantees from financial institutions and intermediaries,
and due-diligence inspections by representatives of
Chinese banks and underwriters such as Sinosure (the
China Export and Credit Insurance Corporation).

Heard of but not familiar with

M Never heard of

21%

25%

POE interviewees

Finally, the SOE interviewees reported regular direct
engagement with Chinese embassies and the Economic
and Commercial Counsellor’s Offices (ECCOs) in-
country,™ which seem to provide informal governance
oversight. For example, an SOE needs to apply for a
supporting letter from the ECCO before taking part
in competitive bidding for a contract. In Kenya, our
company interviewees report that the ECCO only
allows at most five SOE bidders, to prevent vicious
competition. By contrast, private companies are not
required to obtain ECCO approval.

In contrast to SOEs, private company interviewees in our
research reflected a very low awareness of the Chinese
policies, as seen in both Figure 5 and Figure 6. Sixteen of the
twenty-five interviewees from POEs considered all Chinese
policies irrelevant. As a POE manager in manufacturing
explicitly stated, “The most important thing is policy support
from the local government; Chinese policies are not relevant.”
Our research suggests that this low level of attention to
Chinese policies is primarily due to the three following factors.
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First, the POE interviewees reported that they seldom
receive government-linked support in the form

of concessional loans under China’s ‘going-global’
strategy. On paper, the Chinese OFDI policies and
regulations do not explicitly discriminate between SOEs
and POEs, but in practice the treatment seems to differ.
i |n particular, POEs have much more difficulty than
SOEs in accessing the concessional loans from Chinese
policy banks. This may be because the Chinese policy
banks perceive POEs to have higher liquidity risks, and
thus to be more susceptible than SOEs to bankruptcy
and delayed payments. As a POE senior manager felt that
“The government is unfair to private companies in terms
of providing loans and credit.”

Another POE president complained that the loans for
their upcoming major project in Africa would have been
approved long ago if they had been a SOE. Despite the
potentially high profitability of the project in question, and
their company's good credit record (in the interviewee's
eyes), the Chinese policy banks have hesitated to
provide support. As a result of this perceived bias,

a degree of bitterness was expressed among some
private companies about the lack of policy assistance
provided by the Chinese government to support them in
their going-global endeavours. A POE senior manager
in the mining sector bluntly commented, “The [Chinese]
government support and policies regarding China going
global do not extend to private companies. So | do not
concern myself with such policies.”

Second, our interviews pointed to lack of accountability
mechanisms and weak communication between

the POEs and the Chinese government, especially
compared to the SOEs. Except for private companies that
need to obtain Chinese government approval for bidding
or seeking project financing from Chinese banks, POE
interviewees noted no other channel through which the
Chinese government — whether in Beijing or in-country
through the embassy and the ECCOs — held their
operations responsible. Indeed, the authors’ previous
fieldwork reveals that Chinese embassies in Africa have
limited information about the Chinese POEs, especially
the small and medium enterprises. A Chinese embassy
official in Mozambique once said, “The small companies
avoid registering with us at all.” Difficulties with some

of those POEs, related to this lack of accountability,

were noted in one of our SOE interviews: “Some private
businesses just come in (without proper approvals) and
ruin the playground for us all.”

Finally, a portion of the POEs may use ‘Chinese’
capital, but have no legal status in China, since they

are registered in the local African country only —
effectively placing them outside of Chinese-government
jurisdiction. Although run by Chinese nationals using
their private capital, such companies are considered
‘African’ by Chinese administrators back home.

For example, an interviewee applied to join an
association in his home province for Chinese companies
operating overseas, but was declined because his
company was classified as African and not Chinese.

Privately owned companies typically concentrate in
sectors with limited environmental and social impacts,
such as consumer-goods trade, hospitality and real
estate. However, private investors are also active — and
increasingly so, as anecdotal evidence suggests — in
ecologically and socially sensitive sectors such as mining,
agriculture, timber and heavy industry; our research
included five such companies. Although it is difficult to
ascertain the number of Africa-registered versus China-
registered ‘Chinese’ companies, it is clear that these
Africa-registered POEs should not be grouped with
SOEs or China-registered POEs when discussing the
impacts of Chinese investments, in either Africa or the
global South generally. The host governments bear the
primary responsibility for regulating their conduct, just as
they do for local companies.

Since Chinese POEs have little contact with

Chinese government bodies and may not even have
any legal status as ‘Chinese’ companies, holding

them accountable and promoting more responsible
business practices presents substantial challenges.
Among interviewees, POEs self-reported some level

of corruption, such as buying environmental impact
assessment approvals and bribing local police. In
contrast, SOE interviewees strongly emphasised

that they strictly follow the regulations. Because this
behaviour is self-reported, we cannot conclusively claim
that SOEs don't circumvent environmental regulations
or otherwise engage in corruption. However, the
contrast between the POEs and SOEs in our study
seems to suggest that strengthening links with Chinese
government bodies (both at the corporate-headquarters
level in China and through the in-country Chinese
embassies and ECCOs) may have some positive
influence on environmental and social performance
overseas. In the case of SOEs, our research suggests
that strong links to the government create stronger
awareness of policy objectives, provide positive
incentives for compliance, and potentially help translate
government policy into internal corporate policy.

If Chinese government policies have weaker reach
than commonly assumed, what are the relevant factors
influencing Chinese overseas businesses’ social and
environmental performance? The next four sections
highlight other governance factors highlighted by
interviewees in this research.
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Governance factor 2:
host-country laws and
regulations

Al fifty-eight Chinese company interviewees, across

SOE and POEs alike, stated that host-country laws
and regulations are the most important factor
guiding their operations, including those related to
social and environmental impacts such as labour, safety,
community relations and resource use. As one interviewee
in Mozambique put it, “We are working in Mozambique.
Of course we need to know and obey local laws.” While
we did not directly survey interviewees on their knowledge
of specific local legislation, the majority were able to cite
specific national policies relevant to their operations, and
showed an overall level of comfort with these measures that
far surpassed their relationship with the Chinese policies.

Labour-law compliance is one area in particular to

which many Chinese interviewees devoted considerable
attention. A majority of them emphasised following local
labour laws and regulations as the most important avenue
for respecting the rights of workers. Several interviewees
provided examples for their companies: overtime work

is not compulsory, and workers receive double or even
triple compensation if they agree to work on weekends;
maternity and injury leave are strictly granted according to
the law; and companies do not arbitrarily dismiss workers
without warning letters. Non-discrimination policies were
also mentioned by several interviewees. At least ten of
them explicitly mentioned the importance of treating the
local employees as ‘equal’ to their Chinese employees.
Several companies had written policies specifically
banning their Chinese employees from using discriminatory
words and verbal abuse toward local employees.

For one SOE, Chinese workers must receive mandatory
training in non-discrimination policy before going abroad.
Another SOE mentioned an ‘internal whistle-blowing
mechanism’ for reporting abuse of employees by
managers. Most SOE interviewees reported that a labour
union had been set up in their companies, and that labour
disputes were handled through the union. Another SOE
company has built-in employment opportunities for women:
each ten employees must include at least one female, and
each fifteen must include at least two. In another example
of encouraging diversity in a private company, there is

a quota for local staff in management positions. Some
exceptions were noted, however: a few interviewees (both
SOE and POE) in Mozambique said that their companies
did not sign contracts with Mozambican labourers but only
hired them on a temporary basis.

A majority of interviewees perceived compliance with
national laws as an essential way to protect themselves and
their profits from unreasonable requests in labour disputes,
or punitive measures by local government authorities.

They seemed to feel that they must carefully follow local
laws in order to have any hope of fair treatment. For
example, several interviewees suggested that a local
court would likely rule in favour of a local worker in a
labour dispute, regardless of the situation. As the senior
manager of a mining POE explained, “Local authorities
and courts will always support their own people.”
Interviewees therefore also considered compliance with
laws as a business-survival strategy.

Interviewees generally felt that local labour and
environmental regulations are very strict; multiple
interviewees from SOEs in all three countries mentioned
that the labour and environmental regulations are stricter
than in China. Interviewees in all three countries repeatedly
remarked, for example, on the stringency of the host
governments in granting work visas to Chinese employees.
Partly to comply with this regulation, but partly for economic
reasons, interviewees were unanimous in emphasising
that they hire local staff as much as possible — Chinese
employees are more expensive, and generally hired only
when local staff cannot provide the technical knowhow.

This finding runs contrary to common perceptions about
Chinese companies bringing large numbers of Chinese
workers to Africa from China.® All construction company
representatives interviewed reported that 80—900% of their
company employees are local. A private company in Kenya
also installs a specific quota of local staff at the management
level ‘to achieve diversity.’ At least seventeen companies
reported that they pay their local workers above the standard
minimum wage. A few mentioned the importance of hiring
from surrounding communities to the extent possible, to
improve local livelihoods. We encountered one company
that deliberately hires immigrant labour for farm work, though
researchers note that this is common practice in that region
for agricultural businesses of all origins.

Some interviewees also revealed a relatively high level of
awareness of local land and environmental regulations. In
some cases, the Chinese companies altered their project
plans to comply with them. The commercial manager of
a Chinese SOE in Uganda recalled how their project
was initially planned to include a piece of land with a few
graves on it, but this plan was rejected by the landowner.
“The Ugandan government, as project manager, tried

to negotiate with the landlord but failed. There was no
negotiating with him — even if the president and the
premier had come. As a result, we had to change our
plan.” This same company ultimately added six previously
unplanned bridges to protect wetlands, to comply with
requirements given by Ugandan environmental authorities
in their environmental impact assessment. As this case
shows, strong local laws and regulations, coupled with
proper implementation, can result in tangible changes in
the behaviours of Chinese companies, based on a direct
and compulsory regulatory power that Chinese policies
do not currently carry.
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Most Chinese companies interviewed felt that following
strict local laws is necessary for conducting viable
business operations overseas, but this does not mean
that host-country laws always succeed in protecting
the environmental and social interests of impacted
communities. The next section examines the influencing
role of local institutional factors and social practices
within the host country, and illustrates how the unwritten
rules and practices of society often matter as much as
— and are not always aligned with — official policies in
affecting business behaviour.

Governance factor 3: local
institutional practices and
soclial norms

We have seen how Chinese businesses in Africa
place great importance on formal governance
mechanisms such as written laws and policies. Equally,
interviewees emphasised that a range of ‘unwritten’
factors such as low government capacity, weak law
enforcement, and corruption also strongly impact their
business operations, including those with social and
environmental impacts. In the countries we researched,
and in many developing countries with weak governance
throughout Africa and other regions, the gap between
policy and practice remains a major challenge.

The 2011 Global Integrity Report, for example, highlights
a wide policy-implementation gap in Uganda. The ‘legal
framework’ of Uganda gets a high score of 98 out of
100, while ‘actual implementation’ is rated 52 out of
100.* Similarly, the World Bank ranked Mozambique,
Kenya and Uganda fairly low — 127th, 136th and 150th
respectively, out of 189 countries — for ‘ease in doing
business’ in 2014.* In such an environment, unwritten
governance factors such as political connections,
loopholes and bribery play a major role in dictating
business operations, Chinese or otherwise.

In our three focus countries, all interviewees stressed ways
in which these complex governance factors presented
significant investment risk to companies. Some, however,
were adept at navigating in the grey zone and using it to
their advantage. In this section, we examine three specific
governance factors emerging from our interviews and
discuss how they impacted their companies. These are: 1)
low capacity among government institutions, 2) weak rule
of law and 3) corruption.

First, interviewees routinely cited low capacity of
government institutions as a key investment risk. Land
compensation is a case in point: host governments’
inability to handle investments in a transparent, fair and
efficient manner caused significant delays (and thus
financial losses) for at least three Chinese companies
engaged in high-profile infrastructure projects in Kenya
and Uganda.

Interviewees detailed unmet legal responsibilities

that host governments, as proprietors of construction
projects, fell short in handling: 1) conducting feasibility
studies prior to signing contracts with the Chinese
companies, 2) managing stakeholder interests and
conflicts through a transparent process in land
allocation, relocation and compensation and 3) resolving
disputes in a timely manner to avoid severe and costly
construction delays.

As one SOE manager expressed in frustration: “The
construction team cannot move an inch in some
sections — the government has not resolved the

land disputes on the route they promised.” A major
project in Kenya has similarly been delayed due to

late compensation payments from the government

to the landowners, while another has been stopped
due to disagreements over fair compensation and the
relocation site. A project in Uganda started operations
with the government'’s assurance of a specific route
being available, but is now suffering from a redesign of
the route, resulting in far higher costs for the contractor.

One interviewee mentioned that his Chinese SOE had
voluntarily provided additional monetary compensation

to landowners in the field when the host government

and landowners had not been able to agree on a
compensation package, even though the SOE was
under no legal obligation to provide it (which was the
host government’s responsibility). Another interviewee
complained about being sued repeatedly for issues that
he viewed as the responsibility of the local government as
the project proprietor, explaining that the company “could
do nothing but send our lawyer to court, just to explain
that [these things were] not our responsibility.”

A Chinese company bought land in a community
through negotiating directly with local people and
providing compensation. This purchase, and the
compensation level, was approved by the local
government. However, other local people nearby
whose land had been converted to a public road
demanded that Chinese company pay for their

land as well. They threatened to deny passage to
vehicles if the Chinese company didn't agree to such
a purchase. The manager agreed to buy the lands,
and asked the people to show their certificates of
land ownership. However, since their government
did not take action to confirm their rights to the
land, they could not provide the documents. After a
heated argument, the local people gave up and left.
As seen from this case and further discussion later,
the complex land rights system coupled with limited
reach of the host government to administer these
rights in rural areas present a key investment risk to
Chinese companies.
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Second, beyond a lack of capacity, overall weak rule

of law hampers local environmental authorities’ capacity
to ensure environmental safeguards, since efforts to
enforce regulations are often hindered by the interests

of politically powerful actors. For example, one local
interviewee in Uganda explained how conflicts between
policies that promote investment and regulations

that protect labour rights, vulnerable groups and the
environment give rise to internal departmental conflicts

in local government. To solve such disputes, an inter-
ministerial platform was set up in the President’s cabinet
in Uganda to coordinate the divergent interests; however,
our research revealed that its influence is limited and that
it too remains susceptible to political pressure.

One interviewee in Uganda’s Ministry of Water

and Environment, for instance, intimated that more
powerful and better-resourced governing bodies such
as the Ministry of Energy and Mineral Development
(MEMD) frequently exceed their mandated scope and
ignore attempted interventions by politically weaker
departments such as the interviewee's own. Another
interviewee from the civil society sector reported that
the political position of ministries is weakening vis-a-vis
the president'’s office, which maintains strong control
over certain investment projects. Several Chinese
businesses interviewed (all of them from POESs) revealed
that they ‘actively cultivate’ political connections with

the highest possible levels of government to ensure
smooth operation of their businesses. An anecdotal
account from an official of the environmental authorities
testifies to how such a relationship allowed one Chinese
company to bypass the formal environmental impact
assessment (EIA) application process and obtain land
for their factory without proper approvals.

Last but not least, the influence of corruption featured
strongly in our interviews. The Chinese interviewees
viewed corruption as both a fundamental weakness

in the system and one of the greatest threats to their
operations. On one hand, corruption was seen as a
problem that needed to be addressed and, on the other,
bribery is seen as a convenient or even necessary
shortcut to overcoming inefficient bureaucratic and
other challenges of doing business in those countries.

While most interviewees saw ‘a culture of money’

as a key obstacle to their business, several POE
interviewees considered bribery an effective way to
circumvent the costly business operating environment.
In Mozambique, most interviewees told the researcher,
“The corruption issue (here) is very serious. It has both
negative and positive impacts for us.” One interviewee
said his company performs a balancing act by building
a good relationship with the local labour bureau while
simultaneously paying ‘tips’ to circumvent some of the
labour regulations.

Another interviewee from Mozambique said, “If you have
enough money, don't worry — you can handle anything.”
In Uganda, one Chinese private business owner
mentioned how EIA approvals are “easy to buy” and
implied that he has obtained them repeatedly through
unofficial routes. Another POE interviewee commented
that in Uganda, “Everything can be ‘fixed’ by money.”
While many Chinese businesses we interviewed listed
corruption as one of the top challenges they face,

some seem to be unaware of the irony of their own
contribution to it when they readily hand out bribes and
engage in evasive practices themselves.

To be sure, this ‘culture of money’ (including engaging
in bribery) does not affect only the Chinese business
community. There is rich literature documenting

the pervasive corruption issues in these African
countries, plaguing their entire societies.™ The

three target countries in our research all suffer from
endemic corruption: Mozambique, Kenya and Uganda
respectively rank 119", 145" and 142 out of 175
countries (ranked in order of least corruption) in
Transparency International’s corruption-perception
index. Several interviewees from Chinese businesses,
NGOs and government in Uganda suggested that
local government officials treated Chinese companies
differently from Western companies, seeking more
and higher bribes from Chinese companies. We were
unable to verify this in our fieldwork.

It is noteworthy that these accounts of corruption and
involvement were all obtained from POE interviewees;
none of the SOE interviewees mentioned any
involvement in bribery. Although this of course does not
exclude the possibility of a SOE employee engaging

in corrupt practices, our SOE interviewees generally
appeared to pay close attention to local regulations and
veer away from questionable practices because “all
eyes of scrutiny are on us” (SOE manager, Uganda).

In summary, local laws receive careful attention from
Chinese companies overseas, while their operations
are also strongly shaped by host-country governance
factors outside the written laws and policies, such

as corruption, weak rule of law, and lack of capacity
in law enforcement, all of which hinder the power of
host-country regulations to protect local social and
environmental interests.
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Governance factor 4:
internal corporate policies

The sections above have highlighted the important
influence of both local laws and unwritten governance
factors on Chinese companies’ social and environmental
conduct in their host countries. Our research indicates
that Chinese companies are also chiefly governed

by their own internal corporate policies. While the
content of these was not a primary focus of this study,
interviewees repeatedly emphasised their importance.
They described a wide range of corporate policy
approaches that varied greatly from company to
company, especially according to shareholding type and
size. This section presents interviewee perceptions of
the influence of their companies’ policies on their social
and environmental conduct in Africa.

There was a stark contrast among different kinds of
companies in our study in terms of how the corporate
policies were developed and how strongly they aimed
to ensure social and environmental safeguards. Many

of the SOESs, which were often also multinational
corporations, reported robust internal corporate QHSE
policies developed through years of experience in
worldwide operations and implemented by a department
specifically dedicated to this. A large energy SOE in
Uganda, for example, had a QHSE team comprised

of seven or eight staff (out of about 100 total) with the
mandate: “Business process controls ... are in place

to ensure that all major hazards and effects on Health,
Safety and the Environment are systematically identified,
assessed and controlled, and recovery measures put in
place.™ i

Chinese employees of Chinese SOEs often find these
internal policies more pragmatic and pertinent than
guidelines from the Chinese government alone. Our
SOE interviewees explained that their internal guidelines
are usually formulated in reference to host-country

laws, China's OFDI policies and a host of international
norms and best practices such as OECD Guidelines for
Multinational Enterprises, IFC Performance Standard

6, 1SO26000 (from the International Organization for
Standardization) or sector-specific guidelines such as
those from the International Association of Oil and Gas
Producers. The process of SOE policy development
described in our interviews is consistent with existing
research.™"

An interviewee from a major Chinese hydropower
SOE in Uganda claimed that the company’s potential
environmental and social risks are regulated according
to its own “robust and highly strict” QHSE policies,

as well as external social responsibility guidelines
such as ISO14001 or ISO26000. Following the same
practice as the oil/gas SOEs, a dedicated department
is mandated to harmonize the company’s internal

QHSE policies and procedures — required in all of its
overseas operations — with both the host country’s
legal requirements and effective implementation.

According to the environmental-management policy

of a major Chinese SOE we interviewed, the company
is publicly committed to strict compliance with
environmental laws and regulations in the host country
and with its own internal environmental-protection rules
to avoid adverse effects of its oil and gas operations

on the local ecology. Additionally, the Chinese SOEs

in energy and extractive industries cited a rigorous and
timely reporting system as a basis for the company’s
internal monitoring process.

Production safety in particular is where the greatest
percentage of companies interviewed had internal
regulations and policies. Almost all interviewees working
in relevant sectors emphasised that they mandate the
use of safety equipment among all workers (helmet,
gloves, uniforms and boots), follow comprehensive
safety-check systems, and provide safety trainings.

A Chinese manager also reported how her company
hired a local manager with extensive experience in
safety management to develop a comprehensive QHSE
regulatory system in compliance with Kenyan laws.

However, variations in practices appear to exist among
various sectors. The SOEs in construction in Uganda, for
example, tended to have fewer staff in their QHSE teams,
although one or two individuals were usually tasked to
handle environmental and community-related issues.

Because these corporate policies are generally developed
by the companies’ headquarters in China (at least for
SOEs), they may in turn be shaped by the Chinese
official documents. Several interviews pointed to a

strong link between Chinese policies and SOEs' internal
corporate policies. In Mozambique, for example, two
large-SOE interviewees mentioned that their companies
have used some of the Chinese policy documents for
internal management policies. One company used these
policies and regulations to guide their internal rule-making
mechanism, while the other used specific content from
these documents to train new staff.

This illustrates one way that Chinese government
policies may effectively be applied and implemented
in Africa. Several interviewees said that Chinese
government policies, including the documents

we selected for the survey, should have already
been incorporated into internal procedures by their
management teams in headquarter offices.

According to a manager at an SOE in Kenya, for example,
when SASAC or MOCOM issues a new policy, company
managers at the highest level are responsible for reporting
a management plan back to them that details the

responsibilities of each department head, the person who
will evaluate their performance, and how this will be done.
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Each department head in turn drafts a concrete plan for
employees in that department and sends a copy back to
the manager. It is through these feedback cycles between
levels (“yi ceng yi ceng wang xia chuanda, yi ceng yi
ceng wang shang bao") that the general Chinese policies
can become concrete action plans for every employee

in the organization. These new action plans may then be
internalized into the companies’ guidelines for employees.

Giiven this chain process, it is possible that the staff
interviewed for this study were not aware of the Chinese
policy documents included in our survey, but that their
companies actually do implement them in some ways.
Many respondents said they had little knowledge of

the names of the policies and regulations because the
original policy documents from the Chinese government
are not seen by the overseas office directly; policies

are usually received and processed at their China
headquarters and then conveyed to the overseas office
as specific orders or internal communications.

However, beyond the anecdotal information provided in
our interviews, it is unclear how the process works for
incorporating national policies into corporate policies
and work plans; there is uncertainty surrounding the
degree to which companies follow their own written
corporate policies in actual practice; and there is a

lack of information on how a Chinese government
department that issued a policy assesses the
adequacy of such internal plans created by businesses.
Furthermore, Chinese SOEs’ internal QHSE policies are
often not publicly available, making it difficult to assess
the extent of their compliance.

In contrast to the SOEs, POEs varied greatly in their
use of internal corporate policies. While some private-
company interviewees described strong internal
corporate policies, many of them were weaker in this
area. Interviewees from small POEs in Mozambique
explained that their business and management were
“very simple” and “didn’t need policies or systems.”
When the researcher asked about internal policy

and systems, some POE participants responded

that these questions were “suited to big companies”
but not to them. They explained that they have “basic
principles and rules to guide their decision-making and
behaviours,” and that they “solve problems flexibly”
according to the situation. For Kenya-based POEs, the
emphasis placed on internal policies varied greatly from
company to company, and much seemed to depend on
the education level and business style of the managers.

Similarly, multinational POEs with branches in Kenya
reported rigorous internal policies. Previous research
supports this finding, as well as our observation that
company size is key in determining its sustainability-
management mechanisms — companies with overseas
investment above US$100 million have all instituted
internal risk-management systems for their operations in
developing countries.*

Within the complex governance matrix affecting the
social and environmental behaviours of Chinese
companies interviewed, therefore, internal corporate
policies can play an important or negligible role,
depending on the type and size of the company as well
as the management style of the senior managers in the
case of POEs. For SOEs with robust corporate QHSE
policies, it is likely that Chinese government policies play
some role in shaping their content, thus providing an
indirect channel through which Chinese policies affect
the overseas operations.

This discussion has explored how internal corporate
policy can be a powerful leverage point for improving
the social and environmental practices of SOEs and
large private companies. It is also an important channel
for international guidelines and Chinese policies to
influence practices overseas. The crucial role of internal
corporate policy is something rarely mentioned in the
current literature.* Chinese policymakers could increase
transparency by requiring public disclosure of these
policies on company websites so that stakeholders —
both in China and in the country where the business
engagement occurs — can scrutinise and hold overseas
companies accountable in their operations.

Governance factor 5:
project-specific and
financier conditions

Our research suggests that the performance of Chinese
businesses in the construction sector is complicated by
additional governance factors specific to that sector —
factors often overlooked in existing discussions on the
impact of Chinese businesses as contractors of large-
scale construction projects in infrastructure, energy, and
mining. Most contracts involving Chinese companies in
construction projects are for Engineering, Procurement
and Construction (EPC), and place responsibility

for due diligence, risk management and mitigation,
environmental impact assessment, and relocation and
compensation with the proprietor (generally the host
governments, in our research). i

In 2014, nearly eighty per cent of EPC contracts
conducted by Chinese companies were in Asia

and Africa. i These projects often entail significant
environmental impacts (including land-cover change,
pollution risks and restoration obligations) and

social impacts (such as relocation, resettlement and
destruction of local livelihood options such as farming
and fishing). In Kenya and Uganda, our research
focused largely on construction companies, with 43%
of all interviewees across the three countries operating
in this sector.
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While Chinese businesses are pressured from various
directions to minimise the social and environmental
impacts of their projects, most interviewees with EPC
contracts emphasised their limited sphere of influence
with local governments (the project proprietors) in
determining the standards intended to minimise

those impacts. Specifically, two more categories of
governance specific to the EPC contractors appear to
hold more sway over these companies than Chinese
policies, and may be additional potential avenues for
influencing their social and environmental performance:
1) engineering standards specified in the contract and
2) financiers’ social and environmental requirements.

First, the design specifications in engineering standards
have environmental and social implications distinctly
different from EIA or resettlement processes that require
procedural justice. Interviewees ranked British and
American standards above Chinese and local standards
in terms of quality management, and local standards
were perceived to be ahead of Chinese standards for
environmental and social management. The choice of
engineering standards followed in any given project
depends largely on the proprietor.

Several interviewees in Uganda attached importance

to the various Conditions of Contract formats that the
bidders are required to employ. They explained that
whether the project developers use standards set by

the UK-based Institution of Civil Engineers (ICE), the
US-based American Institute of Architects (AlA), the
European Development Fund (EDF) under the European
Commission, or the ubiquitous FIDIC (Fédération
Internationale Des Ingénieurs-Conseils) matters a

great deal to them. This is because these various
contract formats have different stipulations regarding
project specifications, division of duties, force-majeure
provisions and dispute clauses. According to several
respondents in Kenya and Uganda, contracts with the
host government as proprietor usually follow the local
standards and regulations, which are perceived to be less
environmentally stringent than the international standards.

Contracts with local private proprietors tend to be

more diversified, employing a variety of local, British,
United States or Australian standards. Contracts with
international organisations as the proprietors or financiers
generally employ higher standards, such as the British or
the organisations’ own. At least two Chinese businesses
in Uganda mentioned that they were only familiar with
American or Chinese construction contract standards
when they first arrived in Africa, and found themselves
struggling to adapt to the other Conditions of Contract
commonly employed in East Africa.

Second, the social and environmental-safeguard
requirements imposed also differ according to the
financiers, which include Chinese policy banks (such
as the Export-Import Bank of China [EXIM] and China
Development Bank) and other multilateral and bilateral
financiers such as the World Bank, African Development
Bank, Japan International Cooperation Agency, Korea
International Cooperation Agency, and commercial
banks. An SOE interviewee in Uganda commented
that one of the non-Chinese bilateral financiers
routinely comes to inspect them for compliance with
environmental requirements. World Bank and IFC
were particularly noted by interviewees as having
more stringent requirements on corruption, social and
environmental concerns, and procurement of goods.

In summary, the EPC experience described here
illustrates the important role played by the host
government (as project proprietor) in setting high-quality
engineering standards, and by the financiers in setting
stringent social and environmental demands. We have
also seen the limited sphere of influence that Chinese
contracting companies exert. In particular, it should be
noted that in most cases the project proprietor — not
the Chinese contractor — bears the legal responsibility
for a project-level EIA and resettlement processes in
EPC contract cases.

Therefore, to minimise the social and environmental
impacts of a large-scale project, the primary pressure
point sits with the local government in terms of
choosing high-quality engineering standards, ensuring
proper EIA processes, and handling resettlement

fairly and in a transparent manner. However, if faced
with political inertia and weak capacity in host-country
institutions, there are potentially two other indirect
channels for minimising social and environmental
impacts: 1) tightening international financial institutions’
requirements and scrutiny over the project manager
(the host governments in many cases) in the handling of
environmental and social safeguards and 2) holding the
contractors accountable to their own internal corporate
policies as described in the previous section.

It is beyond the scope of this paper to explore the first
issue. As for the latter, the researchers’ past experience
involving foreign investors in countries with weak
governance structure has shown that it is ultimately

in the companies’ own interest to conduct social and
environmental risk assessment for their investments.

A lack of awareness or capacity to conduct rigorous
social and environmental due diligence, especially
ahead of time, means foreign investors may encounter
vexing cost overruns, project delays and legal disputes
— as indeed had been the case for some companies
interviewed.
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As the role of Chinese businesses contracting for large-
scale construction projects in infrastructure, energy,
mining and other sectors overseas attracts close
scrutiny, researchers investigating this sector would

be wise to engage more specifically with the multiple
governance factors affecting these projects.

Chinese companies’ own
efforts to improve social
impact

Above, we have illustrated five factors affecting Chinese
business operations in Africa. Our research also
highlighted that Chinese businesses overseas are not
passive actors within the complex governance matrix.
This section presents interviewees' descriptions of their
own efforts to improve their environmental and social
performance overseas, and discusses the implications
for future interventions by Chinese policymakers and
the international development community. Like any
other entrepreneurial actors, they already proactively
navigate the governance environment around them, as
we have already seen in the reported manoeuvring of
corrupt systems by several POEs interviewed and the
‘speeding-up’ of compensation reported by SOEs. Two
additional areas of such company efforts emerged in our
interviews: community engagement and skills training.

Community engagement work was emphasised by
most of the Chinese companies interviewed. These
had been organised largely in response to community
requests, and tended to occur mostly in an informal
way, except in a few large SOEs with dedicated public
relations departments.

Most of those interviewed were able to share examples
of their community work. These included sponsoring
the building or renovation of primary schools, churches
or hospitals; donating money to a youth foundation

or an orphanage; sending machinery and material

for accident or disaster relief; and building roads

or drilling wells for local communities. According

to these interviewees, good ‘community relations’

are essential to doing business in Africa. A critical
strategy for reducing business risk and improving the
operating environment also involves maintaining good
relationships with the local authorities and police; if
locals are sympathetic to companies, interviewees
reasoned, they are more likely to help in times of
trouble. Quite a few also mentioned that they engage
in philanthropic activities because they sympathise
with the hardships that these communities experience.

A majority of the businesses surveyed, however, did
not have any written policy on communication with
local communities. Instead, interviewees explained that
project managers often build and maintain personal
relationships with local stakeholders, and integrate the

stakeholders’ needs and opinions into their decisions

to support the local community in various ways. Asked
how they decided to carry out these activities, a majority
of the interviewees said they were not built into any

plan but instead occurred situationally in response to
requests from local authorities or community leaders.

One comment epitomises the ad-hoc nature of such
community involvement: “The local village chiefs

or school headmasters come to visit the company
camp. If their requests are doable within our means,
we always try to help.” Some interviewees mentioned
CSR (corporate social responsibility), but most did not
characterise these community activities in the language
of CSR, nor did many of them have a systematic way to
record and display their activities to the public.

While most Chinese companies interviewed did not
have a formal mechanism of communication with local
stakeholders such as labour unions, media, religious
groups, tribal chiefs or local government, most of them
explained that the project management team, especially
local senior managers, visit and communicate with local
stakeholders if there is any community-related issue.

Systematic efforts to cultivate community relations
were less common. Interviewees in Kenya shared
details of written policies such as those for hiring a
labour consultant, commissioner or local lawyer to deal
with labour issues, and setting up a department to
communicate with the stakeholders. An interviewee in
a Chinese engineering SOE from Uganda described
their community engagement work as their company’s
‘strategic development’; this company had established
a ‘public relations unit’ composed of Chinese and
locals whose main responsibility is “to build a good
relationship with the local government and communities,
and conduct essential public-benefit activities.” Yet
few Chinese companies hire professional community-
development consultants and managers, instead
assigning the philanthropic coordinating task to
construction managers to save costs. This is one area
where the expertise of local and international NGOs
might be utilised to benefit Chinese businesses as well
as the communities in which they operate.

Skills training of the local labour force is another

area where Chinese businesses in our study are making
concerted efforts, including several companies that have
set up formal training programmes. Interviewees in Kenya
told us that Chinese companies there have been paying
increasing attention to technology transfer, beginning
with training their own local workers. According to one
interviewee, their company had an urgent project deadline
to meet, but had great difficulty recruiting an adequate
number of qualified civil workers. Most of the bulldozer
drivers, for example, had certificates from technical
schools but could not operate the machines because the
schools' training equipment had been outdated, or too
limited in quantity for everyone to practice on.
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This complaint was echoed by many companies; the
general manager of an SOE in Uganda that employs
10,000 local workers (and 500 Chinese) reported
needing to invest considerable time and resources

to train workers, including sending some to technical
schools. As with community engagement, however, few
companies sought expertise from external organisations
with experience in effective skills training. Only two of
the fifty-eight companies interviewed reported hiring
project consultants (from an African foundation and

a Chinese social enterprise) or partnering with local
organisations to conduct these trainings.

In general, interviewees shared these efforts with us
proudly, as stories of survival and innovation in a difficult
business environment presenting inefficient bureaucratic
hurdles and high investment risks. In this sense, they
argued, Chinese businesses operate just as any

others — local or Western — do. While the intent behind
these efforts is certainly positive, we must be cautious
about interpreting these activities as proof of positive
environmental and social impact by Chinese investors.

The ad-hoc nature of such unpublicised engagements
with communities has been criticised elsewhere for
lack of awareness of local land-rights and other power
dynamics, for limited engagement with civil society,
and for unfounded expectations of Africa’s investment
environment mirroring that of China.**

Our main take-away from these accounts is that,
contrary to the common perception that Chinese
businesses are indifferent to social impacts, some
companies are actively engaged in improving their
social impacts. However, their communications, human
resources and other formal systems remain relatively
weak, and they have yet to maximise the tangible effects
of these efforts. But these insights provide potential
entry points for more constructive engagement with
Chinese companies by the international development
community in the future.

BOX 3. EXPERIMENTS IN TRAINING BY CHINESE COMPANIES
IN KENYA

www.iied.org 27



The complex governance
matrix: Chinese policies as
only one element

This section has shown the complex institutional and
social matrix governing Chinese companies overseas
— of which Chinese policies and guidelines play only a
relatively minor and generally indirect role. Instead, our
research suggests that the business community’s social
and environmental performance and accountability
could be most strongly influenced by: strengthening
host-country laws (and their implementation); reducing
corruption and institutional infighting within the host
government; holding companies accountable for their
own internal corporate policies; and improving the
companies’ own risk-management systems, especially
in relation to labour and land rights, stakeholder
engagement and environmental impacts.

While our study revealed a lack of familiarity by Chinese
business informants with Chinese regulations and
guidelines governing overseas business engagement, we
saw that this does not necessarily imply low adherence to
the principles expressed in these policies, since local laws,
internal corporate policies and conditions imposed by
financiers and contracts may impose similar requirements.
Furthermore, we saw how the perceived irrelevance of
Chinese policy highlights the importance of strengthening
local governance and rule of law in host countries.

We also observed the diversity of Chinese actors
operating in Kenya, Uganda and Mozambique, as well as
their diverse funding sources and business models. The
sharp contrast in these areas between SOEs and POEs
suggests that they should not be treated as a monolith
by either Chinese policymakers in China or researchers
examining Chinese private-sector engagements in
Africa. Instead, policymakers and researchers alike
need to understand that different pressure points exist
for different kinds of Chinese overseas companies,
requiring targeted strategies for engagement.

Indeed, as private businesses play an increasingly key
role in China's OFDI, much more attention needs to

be paid to Chinese private investment companies and
how they can be better governed. The rise of private
companies in Chinese overseas investment is a clear and
consistent trend over the last few years: POEs accounted
for nearly half (46%) of the overseas direct investment
flow in 2014, rapidly increasing from only one-fifth in
2006.* Addressing low awareness and concern for
Chinese policies and guidelines among China-registered
private companies is crucial for both the Chinese
government and the international community if they hope
to influence these POEs’ behaviours.

If Chinese policies and guidelines have limited
reach for improving the environmental and social
performance of Chinese companies overseas, what
can the Chinese government and the international
community do? The following section highlights
suggestions made by interviewees and the authors
based on our findings.
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Recommendations
towards constructive
engagement

The discussion above explored a complex host of
factors shaping Chinese business operations in Africa,
with formal Chinese policies and guidelines perceived
as playing a role less significant than generally hoped
by both Chinese and international actors. This does
not mean, however, that the businesses interviewed
discounted the role of the Chinese government, nor
dismissed potential contributions from the international
community. On the contrary, interviewees and our
research in general provided specific suggestions

for actions that others might take to support Chinese
companies in improving environmental and social
practices overseas.

Suggestions from overseas
Chinese businesses to the
Chinese government

Emerging from our discussion with Chinese businesses
were hopes for the Chinese government to provide
more concrete support in realising responsible business
conduct — specifically including tangible support,
beyond the formulation of policies.

Our interviewees offered four recommendations:
provide up-to-date information on in-country investment
risks; negotiate with the local government regarding
issues such as visas, crime and safety; install punitive
measures for Chinese businesses involved in corruption
and other unlawful conducts; and regulate competition
among Chinese contracting companies to avoid a ‘race
to the bottom’ (extreme price-cutting) by encouraging a
stronger role for Chinese embassies and ECCOs.

First, the Chinese government can provide investment
and market guidelines to Chinese companies, so that
the companies can save time and costs associated with
conducting, for instance, country-specific risk analysis
and market research. In Kenya, the ECCO publishes
country, industry and organisational overviews on its
website; but interviewees noted that some of these

are outdated, going back as far as 2005, and most are
general and brief.

Second, respondents proposed that the Chinese
government establish official communication
mechanisms with local governments to address
issues such as work visas and crime. For example,
one respondent suggested that the Chinese
government liaise with the local immigrant office to
establish a China desk to more efficiently process
Chinese workers' visa applications. Similarly, the
companies surveyed also hope for the Chinese
government to take a stronger stand against robbery
and murder, by pressuring African governments to curb
crime targeted (in their view) at Chinese communities
and addressing corruption and harassment targeted at
Chinese companies by local authorities.

Third, several interviewees, particularly from SOEs,
said they would like the Chinese government to punish
Chinese companies for paying bribes and otherwise
violating local laws and regulations. According to
one SOE senior manager, “More policies should be
instituted in areas such as corruption.” The Chinese
government does have a ‘bad credit’ policy to that
effect; however, the Chinese businesses’ concern for
enforcement appears to reflect low awareness of this
policy and/or limited implementation of the policy at the
operational level.

Fourth, nearly half of the interviewees hoped the
Chinese government will take stronger actions

in curbing ‘vicious competition’ among Chinese
contractors, especially in the construction and
infrastructure sector. Of all aspects of the Chinese
government's regulation of overseas business conduct,
the interviewees were most critical of the government'’s
inability to successfully control competition. A POE
president commented, “The Chinese policies have

not covered the monitoring and regulation of Chinese
companies — whether SOE or POE — in a way that
fosters fair competition.” A SOE senior manager
echoed this sentiment, adding the need to curb
“corrupt practices” in some Chinese companies and to
encourage the host African government to strengthen
its management and law enforcement regarding their
unreasonable behaviours.
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The interviewees repeatedly emphasised the need for Unfortunately, provincial SOEs, collective enterprises and

Chinese embassies and ECCOs to play a mediation POEs are less subject to the influence of the ECCOs,
role in ameliorating the competition. Interviewees noted  weakening the Chinese government'’s ability to regulate
that the embassies and ECCOs do exert some level competition. A mid-level SOE manager suggests that
of pressure to relieve competition, for example, when the Chinese government might adopt the Tanzanian

SOEs must apply for a letter of support from the ECCO  government'’s practice of setting a bidding-price floor.
before taking part in competitive bidding for a contract.  Additionally, several interviewees suggested that Chinese
In Kenya, our company interviewees report that the business associations could take the lead in better
ECCO only allows at most five SOEs to participate in coordinating Chinese companies in African countries.
every bidding process.

BOX 4. ‘VICIOUS COMPETITION’ IN THE CONSTRUCTION
SECTOR — HOW BAD IS IT?
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Suggestions to the
international community

For local governments and the international development
and research community, our research also identified
potential avenues for constructive engagement with
Chinese companies in Africa — and possibly other
developing countries with similar governance conditions
— to improve their social and environmental conduct.
Below, we present four potential entry points that
emerged from our interviews.

First, the complex governance matrix discussed above
demands a realistic assessment of the limited
influence of the existing Chinese policies and
guidelines in governing overseas business conduct. In the
experience of our interviewees, the written and unwritten
rules of the host country greatly influence business
decisions affecting social and environmental performance,
especially for private businesses but also for SOEs. This
raises the question: How much focus should be devoted
to promoting the Chinese policy documents among
overseas businesses, and how much to improving local law
implementation and governance factors? As the systematic
efforts to promote the going global strategy only started

in the 2000s, the limited influence of official policies may
grow as China’s relevant policy framework evolves. If the
Chinese government imposes more punitive measures,
and implements public accountability mechanisms (as

in the case of the ‘blacklisting’ policy), the impact of its
policies may increase. So far, however, the tide seems to
be turning toward deregulation, as the previously required
approval system was overhauled and loosened in 2014

Second, the diversity of Chinese business
engagements needs to be clearly recognised: key
differences exist across sectors (EPC contractors, for
instance, versus investors), shareholding type (SOE,
POE or hybrid) and size, with significant implications
for their different governance needs. We saw that

the heterogeneity even manifests in intra-community
antagonism: some small- and medium-sized enterprises
that avoid regulations and contact with the embassy are
seen as ‘troublemakers’ within the Chinese community;
companies can therefore become victims of their sector’s
own vicious internal competition. Additionally, though
many outsiders perceive Chinese overseas businesses
as maintaining cosy relationships with local government
players, our interviews show that the experience on the
ground is much more complex, with some companies
falling victim to the obstacles and others learning to
navigate the system, legally or otherwise.

The authors had previously met representatives
from a number of African civil society organisations
who expressed faith in the role of local government
embassies to regulate Chinese companies, thus
apparently considering the embassy to be the first
channel for strategic engagement.

Our research, however, cautions against this
assumption, instead suggesting that civil society
organisations will use several first-degree filters

to identify appropriate approaches to strategic
engagement; these include the company’s shareholding
type (SOE or POE), financing source (private savings,
Chinese policy banks, multilateral banks or other
sources) and project ownership (whether the company
is the project proprietor or simply the contractor).

Third, internal corporate policy is a potentially
promising avenue of influence often neglected

in current debates about how to improve Chinese
overseas conduct. Our research suggests that the
internal corporate policies of SOEs and some POEs
can play a key role in integrating Chinese government
policies and international industry best practices.

The international community could promote more
transparency regarding these internal corporate policies
in order to assess actual in-country implementation.

Fourth, for the international development community,
educating Chinese businesses about complex

land rights and associated investment risks is
another area where our research found a gap. Land
disputes were noted as a key business risk for Chinese
companies in all three countries; interviewees across
the board expressed their concerns with what some
called the ‘labyrinthine’ land-tenure systems of the

host countries, and expressed puzzlement over what
they viewed as ‘poor management’ of land titles by the
national governments. Although many interviewees were
conscious of this complexity, few seemed to grasp the
nuances created by overlapping pluralistic norms related
to land and resource rights between government and
local communities — or the limited power of government
institutions in rural areas to administer these rights. Only
a handful of Chinese businesses mentioned that they
conduct rigorous due diligence in relation to land rights.

Chinese policies have not paid much attention to this
issue, even though it is a common problem faced by
Chinese companies across African and other developing
countries with complex land-tenure regimes.*i This
points to a need for more awareness-raising among
Chinese investors and businesses embarking on new
projects, which could be accomplished through greater
emphasis on the topic in Chinese policy documents, and
through trainings by Chinese government departments
and Chinese and international NGOs specialised in
capacity-building. In particular, drawing the attention of
Chinese companies to the importance of engaging with
civil society organisations in due-diligence processes —
not only with the host government — is another area that
merits more focus.
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Conclusion

This discussion paper presented the key findings of
fieldwork in Mozambique, Kenya and Uganda during
August—-September 2015, including a survey and
interviews with fifty-eight Chinese personnel working
for Chinese companies in these locations. Our aim was
to contribute to a better understanding of the role that
Chinese overseas business policies and guidelines
play in governing the conduct of Chinese companies,
through soliciting the experiences and perceptions of
their in-country personnel. We were not concerned with
assessing their business conduct, nor did we examine
impacts in the communities where they operate.

This exploration has revealed a complex governance
matrix influencing the environmental and social
performance of Chinese companies in Africa, in
which Chinese policies play only a relatively minor
role. The first section of the paper explored the overall
governance environment for Chinese companies
operating in the field sites, and found that Chinese
companies consider local laws, unwritten local
institutional and social norms, internal corporate
policies, contract terms and financier conditions to be
more pertinent than Chinese policies.

Next, we took a closer look at the nature of the
companies themselves, highlighting the diversity of
actors and business models at play in our fieldwork,
and finding that SOEs were much more sensitive to
official Chinese policies and guidelines than POEs. We
also explored what Chinese companies see as positive
practices overseas, including non-discriminatory
labour practices and philanthropic activities that build
community relations. However, we also saw how efforts
to expand these basic positive practices are often
hindered by fierce competition, land-tenure challenges
and weak host-country governance.

Rather than attempting to evaluate Chinese companies’
environmental and social impacts, we aimed to capture
interviewee perceptions of the drivers and obstacles for
responsible business operations, primarily in relation to
the governance role of Chinese policies and guidelines,
to provide a clearer picture of the reality that Chinese
businesses face overseas. The fact that local laws and
regulations as well as factors such as corruption, low
capacity and weak rule of law — followed closely by
internal corporate policies (where those exist) — garner
the most attention in this complex governance matrix is
not surprising.

However, these governance factors have often been
ignored in the enthusiasm surrounding efforts to develop
and refine Chinese policies and guidelines governing
overseas business conduct. Our research suggests that

a potentially more powerful pressure point for ensuring
social and environmental sustainability through Chinese
investments lies not in Chinese policies but in strengthening
local regulations and rule of law, as well as engaging directly
with internal corporate policies and practices of Chinese
overseas companies.

In addition, this discussion highlights other leverage
points for influencing business activities beyond those
written in government regulations. Closer attention to
implementation and other governance factors is needed
by both the Chinese government and the international
development community. The existing emphasis in
Chinese policy and guideline documents on compliance
with local legislation could be supplemented and
strengthened with explorations of local governance
challenges and how to conduct proper due diligence

on such issues. The international community needs

to acknowledge that the Chinese businesses do not
exist in a vacuum, that their social and environmental
practices are strongly shaped by the local governance
context — that they could be victims as well as
contributors to the system — and, crucially, that Chinese
SOEs and POEs seem to respond differently to these
governance factors.

Issues for further discussion and
research

As a next step, this discussion points toward the
following future research agenda:

= Develop case studies and analysis of internal
corporate policies of Chinese overseas companies.
Clarify the process for incorporating national policies
into corporate policies and work plans, including
how Chinese government departments that issue a
given policy may assess the adequacy of businesses’
internal plans — and the degree to which they comply
with their own written policies. This would further
bring to light the drivers of practices, policies or
systems created in response to Chinese overseas
business conduct regulations, and the chain of
influence (or lack of it) of these policies on the ground.
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= Identify the gaps and differing practices in the
legal requirements of China, host countries and
international norms and standards. How do they
compare or overlap — and what is missing?

= Explore how competition among Chinese companies,
particularly in the construction sector, impacts
financial resourcing for and implementation of
social and environmental safeguards. Participant
observations (or in-depth case study of Chinese
companies) could provide insights and suggest ways
to effectively address this concern.

= Expand analysis of governance factors unique to
SOEs and POEs, to support more targeted and
practical engagement with the diversity of actors on
the ground — specifically exploring how stronger
links to Chinese government bodies can create
stronger awareness of policy objectives, provide
positive incentives for compliance, and potentially help
translate government policy into internal corporate
policy.

= Confirm whether and how Chinese business

associations and friendship networks, in collaboration
with the Chinese ECCO, can play a more effective
intermediary role in introducing businesses into a new
African market (potentially also in other developing
regions as well), determine qualification for tenders

(a quasi-market entry function), and mediate potential
disputes.

= Explore the implications for China’s non-interventionist
principle of our finding that local regulations and
policies play a more important role than Chinese OFDI
policies and guidelines.

= Compare corporate-level operationalisation of
environmental and social policies between Chinese
and other foreign actors in certain sectors, to better
understand what may be specific to Chinese actors
and what may be common to overseas companies of
other origins.

= Compare the standards of one Chinese company'’s
projects inside China and in Africa, to discover
possible discrepancies between those standards
and the implementing of social and environmental
standards.
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Appendix 2

Interview questions

Five key open-ended questions:

1. Can you introduce yourself and tell me how you ended up in this role?
(Within this, try to understand: Why are they in Africa? What motivates them to do this work? What barriers have
they had to overcome? What does success look like in their work?)

2. What are the main policies that guide your company — business plan, management, operations, etc. —
and your work here, and how do they influence you specifically?
(Are they local laws? Chinese policies? Internal company policies? How were those internal company policies
developed? By whom?)

3. Can you provide examples of challenges your company has faced, and how you overcame them?
(Here, you are looking for what influences decisions at every level, from choosing to come to Africa, selecting the
sector to work in, the country/location to work in, operating on the ground, engagement with locals, actual day-to-
day negotiations, etc.)

For questions 2 and 3, use the table below as a reference so that your questions cover a comprehensive set of questions.
Please ask them for specific examples (if they work on this area), or enter “No” if they do not work on these areas.

AREAS OF ENGAGEMENT 3% S EXAMPLES (it yes) or No

Organizational Governance A4 E &

1. Do you have examples of stakeholder communication mechanisms?
(stakeholders = labour unions, media, religious groups, chiefs of tribes, local
government, etc.) B T ARLSRIEEMEXS (TR, BE, REEE, BEEIR
b BUFE ) BB YLE 2 EiTiEs, FAEA R,

2. Do you have a risk-management and reporting system?

B REEERIRENH

3. Do you have an information-disclosure and transparency system?

BIUEERE. FEERLH
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Human Rights A#X

1. What systems are in place to protect the rights of workers? B& T ARF|

2. What policies or systems are in place to ensure no discrimination toward
different races, tribes, religions, gender and vulnerable groups?

TEATEM K, 5%, R, SREEMR, SAR B

Labour Practices 7 L&

1. What systems are in place to maintain high awareness of safety issues,
provide necessary safety protection for employees, and avoid personal injury?

NZeEBRESEES. NATRUSENZSRIERE?

2. How do you create and maintain good labour relations?

WA A LR R T TR R

3. (Overlap with the earlier question on stakeholder consultation:) Do you have
an established dialogue system with workers and labour unions?

BRI RT LB FIE

4. Do you have a formal and legal recruitment system, sign contracts with
employees, and provide wages and social medical insurance according to the
contracts? What do you do to provide good working conditions?

BVUIERK, §ZWBERS ERIKTH ISR, KREEEXMNTIA RHits
BEIrRE , R RIFOTHERE

Environment ¥ 35

1. What systems are in place to save energy, resources and environmental pollution?

2. Do you have an internal environmental policy? SRR H E I E

3. Have you proactively communicated with communities and stakeholders about
the environmental implications of your projects? ZE Il IR EH ST WE S
XA ENS , EF R EFEEXMAX T LEAENRRENRE
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Fair Operational Practices A F&EE1TH

1. How does competition in your sector affect your business? What do you do to
promote fair and legal competition?

2. How does corruption affect your business? How do you solve problems
related to this?

3. Do you practice green procurement, promoting social responsibility in the
value chain?

4. How do local laws and regulations related to property rights affect your
business operations?

Consumer Issues JH# &N

1. How do you provide the best-quality products to the host community, with
factual and unbiased information? JHiht KR SR E = RAEZ N ENER

2. How are your relationships with your suppliers and/or buyers? Do you
encounter any problems? How do you promote fair contractual practices?

Community Involvement and Development ¥t X5k % &

1. Does your company have any specific policies or measures to respect the
laws, norms and culture of the host society, especially its religion, and to maintain
communication with the local community? BE HihiEE, XAMNXL, LHRER
BEMD, HEL i XREDERR

2. Does your labour force include locals from the surrounding communities? Do
you consider creating employment for the host community important? If yes,
what do you do to make it happen? F#XBIE TEH£

3. What kind of skill-development opportunities do you provide for employees?
How do you promote localization? R THEER R, RIEAH(LFHTE

4. Do you engage in corporate social responsibility, philanthropic activities and
community development projects? If so, what do you do? RS 5l
EREEEY, SEHXRRIE
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4. Are you aware of any Chinese policies or guidelines on the activities of companies overseas?
Perceptions:

a. If yes: Which ones? How do you know about them? What do you think of this approach? How do they impact your
work (positive and negative)? What challenges have you had in implementing them? How have you overcome them?

b. If no: You (the researcher) can give and explain some examples, and ask what they think of this approach — do
they think it is negative/neutral/positive? How and why?

5. What do you think the Chinese government can improve to better assist your business development abroad?

What specific support do you need in your particular business? What might the barriers be to achieving this? (Central
government in Beijing? Embassies in the host countries? Economic Commercial and Counsellor's Offices in the host

countries? Think tanks? Other actors?)
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Appendix 3

Survey questionnaire

Questionnaire 1: For Chinese Companies Managers/Employees
A& BERATHRFECLERAR, TEAR

NOTE: instead of handing the interviewee this questionnaire, fill it out for them based on their answers to the
open-ended questions. At the end, see if you have missed any information.

1. Name of company A& &%

Name &#:

2. Job title BRI B

Title BRAL:

3. Age £
Years F#:

4. Gender (Check one) 3| (REBET)
[ ] Male Bt
[] Female Zt4

5. Home province in China

FR£419 Province &7

6. Years of experience in Africa 33k ]

Years £

7. Please check below the shareholding nature of your company: i&i% % 5% 2\ BRI RR AU T
[] SOE BEAtl
[] POE #E il
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8. Please check below the industries in which you engage in Africa (you can check multiple boxes if you

engage in more than one), as well as the main business of your company (check only one).

FEFRRLFEIENPIMENTURE (ATZik) , FERRLRDEENFINENEETIL (Rik)

Industry Categories ¥ All Business ~ Main Business
(R Ficl g =N FEUF
Agriculture Rl L] ]
Forestry #ll ] ]
Fishing 3@ O O
Mining and quarrying &4l ] ]
Manufacturing 13 ] L]
Electricity, gas, steam and air conditioning supply - »

B, B, BN EMA

Water supply, sewerage, waste management and remediation activities
kftes, BT, RYALE RANOESD

Construction Z 5l

Wholesale and retail trade, repair of motor vehicles (incl. motorcycles)
BERFERS N ERNELENEE

Transportation and storage 1z % 1% 7%

Accommodations and food service {78 F1 &Rl

Information and communication 15 S F&EH L

Financial and insurance &g F{RES

Real estate Eith7=ll

Professional, scientific and technical activities Tl F& £ 5ES)
Administrative and support services 1\ E RS AR S

Public administration, defense, compulsory social security
NHATHBMERS, BHEMLLRE

Education &

Human health and social work B4 Mt &@EFl

Arts, entertainment and recreation Z7R, &K IRESH

Other service activities EAMARSS 1Tl

Activities of extraterritorial organizations and bodies 1 FA A LA FIHLH
Other: Hfth:

gooobodg o ooooggdodo o od o
gooobodg 4o oobobogggdodo o o o
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9. Please check below the regions of your business operations (you can check multiple boxes if your
business appears in more than one region): FEE R AT RIS X (AJZik)

[] North Africa 3t3E

[] East Africa Z3E

[ Middle Africa #3E
[] Southern Africa @3k

[] West Africa F3E

10. When did your company first enter the African market? £ 2\ B{A 8T B X 3 AFEMHIZ 2

Year &4

11. When did your company first enter this country’s market? £\ B{A8 & X# AZE ™7 ?

Year &4

12. Roughly how many people do you employ in this country, and in Africa in total?

BRAREZEARENABIBAZDBRT?

This country Africa total
E IEM

Agriculture &l

Forestry Al

13. Have you experienced unfair competition in this African country?
RORAEZERRELIIFTATEESE?

ES 2

Y/

NO &

O O

14. If yes, who is your main competitor? Please select local or international.
MRBAREBELNFNFRESE, TERFNFRE? ZRFNFREALMERERR?
[] Local Zith

[] International EBr
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15. In your daily operations, have you come across/used any of the policies below?

ERNFAAFRLEIED, REEIINATLATHE?

Familiar: Have Heard of but Have never
Chinese Policies come across or not familiar with  heard of Mk
R BUR used #EK: 1B Wi TEFRHAE W35,

| EVRE b

AR R EERRRPIER
RTHPREWETHLRENESER
PEMNARBIRITUHSTREESI

B REAFTNE (£1T) OJ OJ OJ
BOMRABA FRE TN ] ] L]
AT S A REY THEEERE ] O] L]
ERRRRE ISR I ] O] L]
ERACERHXTREEART IR LR ERIR T ] ] ]
ABREEHRAEL
ERZLEFUEEER, AX0. B, BSREARAKE ] ] ]
SEERAETFIRBEAPE LN RS E =N EEE THENEL
AFMBENPELUNIEARR SR THEHEN OJ OJ OJ
PEMIBATFERMNEEEE RATHELR OJ OJ OJ
m% . AH, BSRRAA-ERERAXTH - SABTE ] ] ]
AL RIS R A B A
SR TREEEHI O O] ]
AR BTRREEENE O ] L]
%X FIRENRFE S SRR KEEE THEEXABNEL OJ OJ OJ
BEARERDUNEIA RR S EENE O O O
MABRBEBAR SRR TAENE D BERE O OJ OJ
BHARRD (N1 ) RTE=ES OJ OJ OJ
FEARRSUHBFIA R RS EEIEE O] ] ]
GeEriEsl O ] ]
REEADLEREFER OJ OJ OJ
B R N BB BE T ] ] L]
m5E, REUELR. ATH, ARUSE, FRAUSEES. B ] ] ]
REXTRFEATEL UL S EFABRARBEERITHEOBA
ol f 2B EETINE O ] ]
BRI S ERBE ST HOAE O OJ ]
MAMER B EBAR S BHN MR BENE OJ OJ OJ
MAMER A ENTAR R TR RIERIBFRTHE O O O
B WA F MBI RS EEAA RS REE TENES ] O ]
Bl R ARIERT (44T ) ] ] ]
BARREE I O ] ]
zg%#;ifﬂk&ﬁ*iéﬁﬁ?a 5| (for mining companies & ATl n 7 0
O O O]
] ] ]
O ] ]
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16. Do you think that Chinese ODI SD policies have covered the major areas of your business activities

overseas? LIANFEBAREBRRESEE TRARBALETINEESFE?
[]YES &

[I]NO&

17. If no, please indicate the areas of your overseas operations that Chinese policies fail to cover.

EBAREE , H UL BORAR & B S

18. Do you think the Chinese central government/embassies and the 'Economic Commercial
and Counsellor's Offices in the host countries have provided enough support to your business

operations abroad?
BIANNPRBFBNEZENAFBERZSARBENR AP EBNCERMTEBHNLXIE?
[] YES 2

[I]NO&

19. If yes, what are the most valuable forms of support you receive from the government?

MRR, EMNBRAASINRERNFRMAL?

H
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Appendix 4

Selected Chinese OFDI policies used in the survey

YEAR ISSUER TITLE
2002 Ministry of Foreign Trade and Measures for Overseas Investment Comprehensive
Economic Cooperation Performance Evaluation (Trial)
2002 Ministry of Foreign Trade and Interim Measures for the Joint Annual Inspection of Overseas
Economic Cooperation, State  Investments
Administration of Foreign
Exchange (SAFE)
2004 MOFCOM Measures for the Administration on Overseas Labour Training
2004 MOFCOM System for Reporting Country Investment and Operation
Obstacles
2005 SAFE Notice of the State Administration of Foreign Exchange on
Adjusting the Management Mode of Overseas Financial
Guarantees as Provided by Banks within the Chinese Territory
for Overseas Investment Enterprises
2005 MOFCOM, SASAC, Ministry of Notice on Strengthening the Administration of Work Safety in
Foreign Affairs (MOFA), State  Overseas Chinese-Funded Enterprises
Administration of Work Safety
(SAWS)
2005 The State Council Provisions on the Safety Administration of Overseas Chinese-
funded Enterprises and Institutions and their Personnel
2007 MOFCOM, Ministry of Finance, Several Opinions on Supporting and Guiding Outbound
People’s Bank of China, All- Investment and Cooperation of Non-Public Enterprises
China Federation of Industry
and Commerce (ACFIC)
2007 State Forestry Administration A Guide on Sustainable Management and Utilization of
(SFA), MOFCOM Overseas Forests by Chinese Enterprises (voluntary)*
2008 MOFCOM, MOFA, SASAC Notice on Enhanced Management of Foreign Investment and
Cooperation by Chinese Enterprises
2008 State Council Administrative Regulation on Contracting Foreign Projects
2009 SFA, MOFCOM A Guide to Sustainable Management and Utilization of
Overseas Forests by Chinese Enterprises (voluntary)*
2009 MOFCOM, Ministry of Housing Measures for the Administration of Competence for Contracting
and Urban-Rural Development  Foreign Construction Projects
(MOHURD)
2010 MOFCOM, China Export and  Notice on Strengthening Risk Prevention in Destinations of

Credit Insurance Corporation

Outbound Economic and Trade Cooperation
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2010 MOFCOM, MOFA, NDRC, Provisions on the Safety Administration of Overseas Chinese-
Ministry of Public Security funded Enterprises and Institutions and their Personnel
(MPS), SASAC, SAWS,
ACFIC
2010 MOFCOM Overseas Security Risk Early Warning and Information Release
System for Foreign Investment Cooperation
2011 MOFCOM, MOFA, SASAC, Guidelines for the Management of Employees of Overseas
ACFIC Chinese-funded Enterprises (Institutions)
2012 MOFCOM Guidelines for Safety Management for Overseas Chinese-
funded Enterprise Organizations and their Work Personnel
2012 The China Banking Regulatory ~ Green Credit Guidelines (voluntary)*
Commission
2012 MOFCOM, State Council Opinions on Cultural Development in Chinese Overseas
Information Office, MOFA, Enterprises
NDRC, SASAC, National
Bureau of Corruption
Prevention, ACFIC
2012 SASAC Interim Measures for the Supervision and Administration of
Overseas Investment of Central Enterprises
2012 China International Guide for Chinese International Contractors (voluntary)*
Contractors’ Association
2013 MOFCOM, SAWS, MOFA, Notice on Inspection into Safe Production by Chinese-funded
NDRC, MOHURD, SASAC Enterprises Overseas
2013 MOFCOM, Ministry of Guidelines for Environmental Protection in Foreign Investment
Environmental Protection and Cooperation (voluntary)*
2013 SASAC Interim Measures for Emergency Response Management by
Central Enterprises
2013 MOFCOM Provisions on Regulating Competitive Behaviours in the Fields
of Foreign Investment Cooperation
2013 MOFCOM, MOFA, MOHURD, Emergency Response to Accidents in Foreign Investment and
Health and Family Planning Cooperation
Commission, SASAC, SAWS
2013 MOFCOM, MOFA, MPS, Measures for Bad Credit Records in the Fields of Foreign
MOHURD and others™*¥ Investment Cooperation and Foreign Trade (for Trial
Implementation)
2013 MOFCOM Notice on Strengthening the Classification Administration of
Persons Stationed Abroad for Foreign Investment Cooperation
2014 MOFCOM Guidelines for Intellectual Property Rights of Overseas
Enterprises (for Trial Implementation)
2014 MOFCOM Measures for Overseas Investment Management
2014 China Chamber of Commerce  Guidelines for Social Responsibility in Outbound Mining

of Metals, Minerals and
Chemicals Importers and
Exporters

Investments (voluntary)*

Source: Selected from CAITEC, SASAC and UNDP (2015) The Sustainable Development Report on Chinese
Companies Overseas.

* Voluntary/advisory guidelines only, not official regulations.
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China’s business engagement in developing countries has
grown rapidly in the past decade through direct investment,
contract projects and trade. This discussion paper explores
the role that Chinese policies and guidelines play in governing
Chinese companies overseas, through the experiences and
perceptions of representatives in those companies.

We present the key findings of fieldwork in Mozambique,
Kenya and Uganda during August—September 2015, including
a survey and interviews with fifty-eight Chinese personnel
working for Chinese companies in these locations. What
emerges is a picture of a complex governance environment
affecting the companies’ social and environmental behaviours
— in which Chinese policies play only a small role.

IIED is a policy and action research
organisation. We promote sustainable
development to improve livelihoods

and protect the environments on which
these livelihoods are built. We specialise
in linking local priorities to global
challenges. IIED is based in London and
works in Africa, Asia, Latin America, the
Middle East and the Pacific, with some
of the world’s most vulnerable people.
We work with them to strengthen their
voice in the decision-making arenas that
affect them — from village councils to
international conventions.
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