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Abstract

Corporate social responsibility (CSR) is conventionally understood as voluntary and market-
based corporate behaviour without direct government involvement. The development of CSR
in China challenges this understanding in the light of the growing role of government in pro-
moting it. Over the past decade China has demonstrated a state-centric approach towards pro-
moting CSR. Existing studies focus only on Chinese domestic CSR practices. However, with
the rise of Chinese companies in Africa under China’s ‘Belt and Road Initiative’, it is import-
ant to examine how the state-centric approach applies to the overseas CSR practice of Chinese
companies. This article aims to fill the literature gap through in-depth interviews and analysis
of the Standard Gauge Railway project in Kenya. It shows that close institutional, relational,
and bureaucratic ties between the state and the business community give the Chinese govern-
ment the power to influence the behaviour of Chinese state-owned enterprises overseas. The
Chinese government can influence the CSR practices of Chinese companies overseas through
mandating, facilitating, endorsing and partnering in order to minimize the negative external-
ities of companies’ overseas activities. However, the state-centric CSR approach limits the
space for civil society engagement and the effectiveness of the approach abroad is constrained
by a variety of institutional contexts and corporate ownership models.

Keywords: Chinese foreign investment, Africa, State-centric corporate social responsibility
(CSR), Kenyan Standard Gauge Railway

1. INTRODUCTION

In 2013 Chinese President Xi Jinping announced China’s intention to develop the Belt
and Road Initiative (BRI). The BRI routes will connect over 60 countries, accounting
for 60% of the world’s population and a collective gross domestic product equivalent
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to 33% of the world’s wealth.! Accordingly, China has now rapidly become one of the
world’s largest overseas investors and has increasingly encouraged more companies to
operate abroad. With the rise of overseas investment by Chinese companies under the
BRI, it is important to consider the impacts of such investment overseas. This is an
urgent issue given that China’s foreign investment significantly is concentrated in devel-
oping countries, which often lack the strong legal and regulatory institutions required
to protect social and environmental justice. Some Chinese foreign investments have
been concentrated in environmentally sensitive areas and carbon-intensive infrastruc-
ture projects.” To ensure the sustainability and green credentials of Chinese foreign
investment and address criticism from the international community, there is a need
to improve the investment practices of Chinese companies under the BRI.

Corporate social responsibility (CSR) is crucial for improving the behaviour of
Chinese companies overseas. The concept is conventionally understood as voluntary
and market-based corporate behaviour without direct government involvement. The
manner in which CSR has been developed in China challenges this mainstream under-
standing. Over the past decade China has demonstrated a state-centric approach
towards promoting CSR. This may be understood as a complementary regulatory
approach to address the limitations of a fully market-based CSR model. While existing
studies have already noticed the state-led approach to CSR in China, they focus only on
its application in advancing domestic CSR practices rather than such practices
overseas.’

This article aims to fill this gap in the academic literature with an examination of
China’s CSR policy development in the context of a Chinese state-owned enterprise
(SOE) infrastructure project in Africa, which is a central destination for China’s BRI.
It aims to enrich the knowledge of China’s state-centric CSR by contextualizing
Chinese investment in Africa and it addresses the following questions. How has the
state-centric approach been applied to promote Chinese sustainable investment over-
seas? What are the features, strengths and limitations of the state-centric approach in
advancing the CSR practices of Chinese companies in Africa? What are the policy
implications that emerge from the Standard Gauge Railway (SGR) case in Kenya?

National Development and Reform Commission & Ministry of Foreign Affairs and Ministry of
Commerce of China, ‘Vision and Action on Joint Building Silk Road Economic Belt and 21st Century
Maritime Silk Road’, 20135, available at: http:/english.www.gov.cn/archive/publications/2017/06/20/
content_281475691873460.htm.

R. Gonzélez-Vicente, ‘China’s Engagement in South America and Africa’s Extractive Sectors: New
Perspectives for Resource Curse Theories’ (2011) 24(1) The Pacific Review, pp. 65-87; see also
B. Walker, ‘China Stokes Global Coal Growth’, China Dialogue, 23 Sept. 2016, available at:
https:/www.chinadialogue.net/article/show/single/en/9264-China-stokes-global-coal-growth (‘At pres-
ent, more than 40% of China’s coal-fired projects are planned (and signed) and under construction,
such as the construction of a new pipeline across Myanmar and the construction of a number of coal-fired
power plants in Indonesia, Pakistan, Turkey, and African and Latin American counties’).

L. Lin, ‘Corporate Social Responsibility in China: Window Dressing or Structural Change” (2010) 28(1)
Berkeley International Law Journal, pp. 64-100; J. Zhao, Corporate Social Responsibility in
Contemporary China (Edward Elgar, 2014); V. Ho, ‘Beyond Regulation: A Comparative Look at
State-Centric Corporate Social Responsibility and the Law in China’ (2013) 46(2) Vanderbilt Journal
of Transnational Law, pp. 375-442.
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To address these questions, this article analyzes China’s regulatory framework for
CSR overseas, and discusses the necessity to promote sustainable investment in
Africa. It pays close attention to the development of China’s CSR in Africa — the
major investment destination of the BRI. The article examines legal documents on
the promotion of sustainable investment by the Chinese government between 2007
and 2017. Taken together, these documents provide a framework that reveals how
the Chinese state intends to shape the social and environmental performance of all
Chinese companies overseas. It also gives an in-depth analysis of the SGR project in
Kenya. The findings are based on in-depth interviews, an extensive review of publicly
available documents, and field visits to project sites between September 2016 and
February 2017. Through the policy analysis and the empirical case study, the article
analyzes the strengths and limitations of the state-centric approach in advancing
CSR by Chinese companies overseas. The findings of this article indicate the impor-
tance for the state in promoting China’s sustainable investment overseas. The
Chinese government uses its various institutional connections to create a stronger
awareness of policy objectives and provide incentives for policy implementation.
Under state guidance, Chinese companies are increasingly following global trends in
adopting socially responsible business practices.

This article proceeds as follows. Section 2 outlines state-centric CSR as a conceptual
framework, and introduces the emerging state-centric CSR in China by reviewing
recent sustainable investment policies. It then analyzes the potential challenges and
opportunities for applying China’s state-centric CSR approach abroad and the differ-
ences between domestic and overseas implementation of the approach. Section 3 puts
China’s state-centric approach in a more concrete geographical context — Africa — and
examines the state’s motivations in promoting the CSR performance of Chinese com-
panies in Africa. Section 4 analyzes the challenges and limitations of the current
state-led approach and relevant policies in the African context. Section 5 uses the
case study of the SGR project in Kenya to identify the strengths and limitations of
the state-centric approach in advancing Chinese companies’ overseas CSR. This is
achieved mainly through the analysis of the key actors in the implementation of the
SGR project, including the Chinese government, China Exim Bank and the China
Road and Bridge Corporation (CRBC), the Kenyan government, and local non-
governmental organizations (NGOs) and media. Section 6 summarizes the key findings
of the article.

2. THE EMERGENCE OF STATE-CENTRIC CSR IN CHINA
2.1. The Development of CSR

CSR is typically understood as voluntary corporate action that goes beyond minimum
regulatory compliance.* The development of CSR theory reflects a paradigm shift from

*  D.Vogel, The Market for Virtue: The Potential and Limits of Corporate Social Responsibility (Brookings

Institution Press, 2006); L. Ribstein, ‘Accountability and Responsibility in Corporate Governance’ (2006)
81(4) Notre Dame Law Review, pp. 1432-93.
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one that protects the economic interests of shareholders to one that increasingly takes
into consideration stakeholders’ interests as well as global social welfare. In the context
of environmental and social protection, CSR essentially suggests that companies should
pay greater attention to environmental protection, human rights, anti-corruption mea-
sures, and the interests of non-traditional stakeholders such as employees, consumers,
and local communities.’ The traditional understanding of CSR is that it is market based
and driven by non-governmental actors. Companies voluntarily engage in more
socially responsible activities because of various considerations, such as reputation,
long-term profitability, and pressure from shareholders and consumers.® Under a
market-based approach, civil society and the media are often decisive in influencing
market reactions and public perception. Although governments may adopt incentives
to motivate companies to conform with legal requirements, much of the impetus
towards responsible business practice depends on self-regulation by companies and
their engagement with investors and other stakeholders.” However, voluntary CSR
frameworks cannot force companies to make unprofitable but socially beneficial deci-
sions. In addition, market-based approaches to CSR often cannot effectively address
opportunistic behaviour such as free riding, which can undermine the effectiveness
of CSR.*

The institutional constraints in developing countries highlight the need for alterna-
tive approaches to market-based CSR. Scholars have revisited the role of government in
promoting CSR.” Government involvement in driving CSR has been proposed as a
complementary way to promote it.'"® Zadek, for instance, highlights the engagement
of governments with CSR frameworks as a new and crucial stage in the development
of CSR."" Over the decades, governments have joined other stakeholders in strengthen-
ing CSR in various fields, such as public welfare and environmental protection.'” As
McBarnet suggests, CSR is a field where market forces, voluntary action and legal obli-
gation intertwine.'® On the one hand, CSR practices are enforced by civil society and
consumer activism; on the other hand, regulation, policy making, standard setting, and

Vogel, n. 4 above.
Ribstein, n. 4 above.
Ho, n. 3 above, p. 377.
Vogel, n. 4 above, p. 4.

© ® N “»

D. McBarnet, ‘Corporate Social Responsibility beyond Law, through Law, for Law: The New Corporate
Accountability’, in D. McBarnet, A. Voiculescu & T. Campbell (eds), The New Corporate
Accountability: Corporate Social Responsibility and the Law (Cambridge University Press, 2009),
pp. 9-56.

L. Albareda et al., ‘The Changing Role of Governments in Corporate Social Responsibility: Drivers and
Responses’ (2008) 17(4) Business Ethics: A European Review, pp. 347-63.

S. Zadek, The Civil Corporation: The New Economy of Corporate Citizenship (Earthscan, 2001),
pp. 91-9.

J. Moon, ‘Business Social Responsibility and New Governance’ (2002) 37(3) Government and
Opposition, pp. 385-408; see also T. Fox, H. Ward & B. Howard, ‘Public Sector Roles in
Strengthening Corporate Social Responsibility: A Baseline Study’, The World Bank, Oct. 2002, pp. 1-
26, available at: https:/documents.worldbank.org/en/publication/documents-reports/documentdetail/
284431468340215496/public-sector-roles-in-strengthening-corporate-social-responsibility-a-baseline-
study.

McBarnet, n. 9 above, pp. 10-3.
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other forms of governmental facilitation of CSR also influence the voluntary adoption
by companies of responsible business practices.'*

More modern understandings of CSR in the western context are that CSR is no
longer purely voluntary, but is subject to stronger pressures from the government
under the social licence to operate.'® It is often argued that states have an obligation
under international law to regulate overseas companies to prevent and remedy viola-
tions of human rights.'® State regulation, such as regulation by the Canadian govern-
ment, is an important tool for addressing human rights concerns arising from the
operations of multinational companies in global mining.'” Clearer and more frequent
endorsement of business responsibilities by international instruments, such as guide-
lines issued by the Organisation for Economic Co-operation and Development
(OECD), have also promoted the role of states in overseeing respect for human rights
by the private sector.'® Financial institutions, too, are having greater universal influence
in promoting the private sector’s sustainable financing.'” International norms, together
with the changing role of states, help to further ensure the implementation of CSR.*°

2.2. China’s State-Centric CSR Approach

The limitations of the conventional market-based approach and the emerging role of
states suggest a possible alternative, ‘state-centric’ approach to CSR, as practised in
China where the government and its affiliated institutions are the primary actors in driv-
ing and framing CSR initiatives. The state-centric CSR framework was originally pro-
posed to explain the domestic CSR behaviour of Chinese companies.”! While some
studies in China have commented on the state-centric approach, they have focused
on its application to Chinese domestic rather than overseas CSR practices.”* China
has rapidly become one of the world’s largest overseas investors, with investments con-
centrated heavily in infrastructure projects under the high-profile BRI. Its grand infra-
structure projects in Africa, for instance, have sparked controversies arising from their
community and environmental impacts. Considering the mounting international scru-
tiny and criticism of the environmental and social performance of Chinese companies,

14 P, Verdier, ‘Transnational Regulatory Networks and Their Limits’ (2009) 34(1) Yale Journal of
International Law, pp. 114-71, at 121-2.

1S M. Vandenbergh & J. Gilligan, ‘Beyond Gridlock’ (2015) 40(2) Columbia Journal of Environmental

Law, pp. 219-303, at 220.

D. Augenstein & L. Dziedzic, ‘State Obligations to Regulate and Adjudicate Corporate Activities under

the European Convention on Human Rights’, EUI Working Papers, Law 2017/15, pp. 6-35.

S. Seck, ‘Emerging-Market Multinationals, Human Rights, and Sustainable Development: Lessons from

Canadian Experience’ (2015) 22(3) Transnational Corporations, pp. 75-100, at 78-9.

Ibid.; see also A. Ramasastry, ‘Corporate Social Responsibility versus Business and Human Rights:
Bridging the Gap between Responsibility and Accountability’ (2015) 14(2) Journal of Human Rights,
pp. 237-59, at 251-2.

19 Seck, n. 17 above, pp. 95-6.

S. Seck, ‘Indigenous Rights, Environmental Rights, or Stakeholder Engagement? Comparing IFC and
OECD Approaches to Implementation of the Business Responsibility to Respect Human Rights’
(2016) 12(1) McGill Journal of Sustainable Development Law, pp. 57-97, at 79-94.

Ho, n. 3 above.
Ibid.; see also Lin, n. 3 above.

21
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it is important to examine how the state-centric approach can be extended to the CSR
behaviour of such companies overseas. This article, therefore, discusses the strengths
and limitations of the state-centric approach in the context of Chinese foreign
investment.

China is a leading practitioner of the state-centric CSR approach. Its development of
CSR has several distinctive characteristics that set it apart from those of other countries.
Although the models of CSR in the western context are no longer purely voluntary but
are subject to stronger pressure from governments, CSR development in OECD coun-
tries is still far more strongly driven by market, shareholder and stakeholder pressures,
and includes a wide spectrum of market-based CSR practices.* It relies more on vol-
untary measures and private standards for responsible investment, and less on govern-
ments. Governments play an indirect role in regulating companies, such as through
transparency and requirements for the reporting of corporate activities.

In the context of Chinese CSR, however, national and subnational government
actors are not only regulators but also companies’ most important stakeholders in
advancing CSR. It can be understood as a complementary regulatory approach to
address the limitations of a fully market-based approach of CSR.** The state-centric
approach is closely associated with China’s authoritarian political system and the
Chinese Communist Party’s (CCP) broad roles as ‘intermediary, as sponsor or patron
of civil society and business organizations, and as controlling shareholder of state enter-
prise’.>> The Chinese government has political, social, and economic motivations to
promote CSR and develop a more environmentally and socially sustainable frame-
work.?® In this context Chinese governmental authorities are able to advance CSR dir-
ectly by using their capacity as legislator, regulators, enforcers, and market players.*’
Furthermore, as Chinese SOEs are linked to state organs through institutionalized
channels and political practices, their performance and behaviour are closely inter-
twined with the political interests of the government. Lin and Milhaupt observe that
the Chinese central government exercises great power over the selection and compen-
sation of top managers of SOEs.”® As top managers of Chinese SOEs usually hold
important positions in the government concurrently, the CCP is also functionally
well situated to monitor personnel in SOEs.>” Close institutional, relational, and bureau-
cratic ties between the state and the business community give the government the power
to influence the CSR programmes of Chinese SOFEs.

23 Ho, n. 3 above, p. 378-9.
24 Ibid., p. 387.
25 Ibid., p. 427.

26 L.C. Backer, ‘China’s Corporate Social Responsibility with National Characteristics: Coherence and

Dissonance with the Global Business and Human Rights Project’, in J. Martin & K. Bravo (eds), The
Business and Human Rights Landscape: Moving Forward, Looking Back (Cambridge University
Press, 2015), pp. $30-58.

27 Backer. n. 26 above, pp. 534-8.

28 L. Lin & C. Milhaupt, ‘We Are the (National) Champions: Understanding the Mechanisms of State
Capitalism in China’ (2013) 65(4) Stanford Law Review, pp. 697-759, at 737.

2% Lin & Milhaupt, ibid., p. 728.
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Under the state-centric CSR approach, the key roles of the Chinese government
include mandating, facilitating, and endorsing the Chinese practice of CSR.*°
Theoretically, the Chinese government can endorse and raise awareness of CSR
through direct policy statements, information dissemination, training, and educational
programmes. It can facilitate CSR practices through capacity building, drafting volun-
tary guidelines and certification systems, auditing and monitoring, standard setting,
establishing financial and reputational incentives, and providing government-
coordinated services.®" It can also facilitate CSR by enacting regulations to implement
multilateral conventions and guidelines. It can mandate and promote the adoption of
CSR through legislative and regulatory enforcement to advance the CSR practices of
Chinese companies — for example, the government could require mandatory sustain-
ability reporting of companies’ codes of conduct. Finally, it can partner with businesses
and civil society in designing, implementing, and monitoring programmes to advance
and promote CSR practices. This would require the government’s direct collaboration
with companies, participation in international organizations, and involvement in dia-
logues about CSR with other stakeholders.

2.3. Strengths and Limitations of State-Centric CSR

The state-centric approach to CSR has some strengths. It fosters and enhances positive
communication between the Chinese government and the business community. It may
also improve compliance by Chinese companies with CSR policy initiatives in practice.
Like formal regulation, state-backed CSR instruments ‘signal the government’s
endorsement of CSR practices’, which can have a stronger indirect effect on social
norms than the CSR policies made by companies themselves.>” In addition, the govern-
ment’s all-encompassing control over the economy and society has advantages in
nationwide policy formation and implementation. It may help ‘regulatory convergence’
across companies.®” This is impossible under the traditional CSR approach where the
scope of CSR policy is only company based.

Moreover, as the Chinese government can influence many dimensions of corporate
operations through its administrative control of the issuing of licences to operate, it can
effectively motivate companies to adopt relevant CSR guidelines.>* The government
can mobilize various institutional, managerial, and financial resources to protect its
political image when harmful social and environmental accidents occur overseas. In
this way, the Chinese government can more effectively monitor and advance CSR

30 M. Tan-Mullins & P. Hofman, ‘The Shaping of Chinese Corporate Social Responsibility’ (2014) 43(4)
Journal of Current Chinese Affairs, pp. 3—18, at 6-8; see also Fox, Ward & Howard, n. 12 above.

S. Zadek et al., ‘Responsible Business in Africa: Chinese Business Leaders’ Perspectives on Performance
and Enhancement Opportunities’, Corporate Social Responsibility Initiative Working Paper No. 54,
2009.

32 Ho, n. 3 above, p. 434.

33 Ibid., p. 428.
34

31

A. Wong, ‘Sustainability and Inclusiveness Primer: CSR Guidelines for Chinese Companies Going
Global’, CKGSB Knowledge, 18 July 2013, available at: https:/knowledge.ckgsb.edu.cn/2013/07/18/
csr/csr-guidelines-for-chinese-companies-going-global.
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directly and enhance the implementation of CSR initiatives. The state-centric approach
thus fills some important gaps in addressing the incapacity and unwillingness of com-
panies to genuinely tackle social and environmental problems under a conventional
market-based CSR approach.

However, there are limitations to the state-centric CSR approach. The effectiveness
of this approach depends on the continued commitment, resources, and influence of the
Chinese government. It requires extensive governmental resources and financial input
to develop, administer, and enforce CSR programmes. The viability of state-centric vol-
untary tools depends also on the capacity and will of state agencies and government
officials. Corruption, lack of transparency and competence of government officials
could all undermine the legitimacy of the Chinese government as an advocate of CSR.>*

In light of the fundamental tensions between economic growth and environmental
protection,®® protective measures may be eroded by ineffective implementation over-
seas as a result of local protectionism and the prioritization of economic development
goals in policy making in host countries. A series of guidelines issued by the Chinese
government to guide sustainable investment overseas of its companies could be used
as a way to justify state legitimacy. Because of the voluntary nature of the guidelines,
the concern is that they are not necessarily inimical to substantive performance,’” espe-
cially considering that some African countries have weak rule of law and legal institu-
tions or high levels of corruption. Uncertainty about actual implementation also raises
the possibility that the guidelines would be merely symbolic in nature. When the guide-
lines cannot effectively be implemented, they will do little to solve the problem, but will
only mask weak performance and limit state accountability.*®

In addition, the state-centred approach arguably ‘constrains the space for public par-
ticipation and civil society leadership in CSR’.?” Unlike the CSR practices of western
companies, which are driven almost entirely by robust civil society organizations and
companies themselves,*” the CSR practices of Chinese SOEs are driven mainly by the
Chinese government through strong control over civil society organizations and via
the companies’ close political and economic connections with the government.*'
Civil society and media in China are strictly controlled by the government and have
far less power in influencing public opinion. Even though the Chinese government
also sees ‘harnessing the influence of international standard-setting organizations,

35 ‘Executive Summary’, in X. Weng & L. Buckley (eds), Chinese Businesses in Africa: Perspectives on

Corporate Social Responsibility and the Role of Chinese Government Policies (IIED, 2016), pp. 5-6,
at 6.

J- Martinez-Alier et al., ‘Sustainable De-Growth: Mapping the Context, Criticisms and Future Prospects
of an Emergent Paradigm’ (2010) 69(9) Ecological Economy, pp. 1741-7, at 1741, 1744.

A. Wang, ‘Symbolic Legitimacy and Chinese Environmental Reform’ (2018) 48(4) Environmental Law,
pp. 699-760.

38 Wang, ibid., p. 723.
3% Ho, n. 3 above, p. 437.

40 Ribstein, n. 4 above, pp. 1444-7.
41

36

37

A. Watson, ‘Civil Society in a Transitional State: The Rise of Associations in China’, in J. Unger (ed.),
Associations and the Chinese State: Contested Spaces (Routledge, 2008), pp. 14-47.
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economic institutions, trading partners, internal management, and civil society’** as

important mechanisms of informal social control, the country’s state-centric CSR
approach towards civil society remains conservative compared with CSR strategies in
democratic countries.

2.4. How Does the State-Centric Approach to CSR Work Beyond Chinese Borders?

The state-centric CSR framework was originally proposed to explain the domestic CSR
behaviour of Chinese companies. As more and more Chinese companies invest over-
seas, with corresponding impacts on local communities in host countries, there is a
need to examine how the application of the state-centric CSR approach influences
the overseas CSR behaviour of these companies.

China’s ‘Going Out’ policy provides the context and legitimacy for its companies to
invest overseas. It aims to encourage and support Chinese companies in their foreign
investment to solve problems of over-capacity in production within the Chinese econ-
omy and to facilitate industrial structural adjustments.** The ‘Going Out’ policy
involves various procedures, administrative approval, outflows of funds, and inflows
of capital.** Among all stakeholders, the Chinese government and state-controlled
financial institutions are the major actors in influencing the process of Chinese corpor-
ate investment overseas. Specifically, before a Chinese company ‘goes out’, it usually
needs to obtain administrative approval from the Chinese government and capital
from a financial institution. In most cases, the financial institution is a state-owned
bank, such as China Exim Bank. The Chinese government uses a wide range of substan-
tial state finance to facilitate the foreign investment activities of Chinese companies.
Hence, the Chinese government and its state-controlled financial institutions are vital
stakeholders in ensuring the overseas operation of Chinese companies. In addition,
the government promulgated various regulations and policies between 2007 and
2018 on promoting sustainable overseas investment by the Chinese government, com-
panies, and financial institutions.*’

In both Chinese companies and financial institutions the ownership structure exerts
significant influence over governance practices. Most Chinese companies that engage in
large-scale overseas infrastructure projects are SOEs, and the financial institutions pro-
viding support for the projects are state-owned policy banks. The Chinese government
plays a major role in the supervision and governance of the state-owned banks, includ-
ing influence over its lending practices to SOEs.*® The government exercises direct and

*2 Ho, n. 3 above, p. 425; see also N. Gunningham, ‘Environmental Regulation and Non-State Law: The

Future Public Policy Agenda’, in H. Schooten & J. Verschuuren (eds), International Governance and
Law: State Regulation and Non-State Law (Edward Elgar, 2008), pp. 109-28.

J. Gu et al., ‘Chinese State Capitalism? Rethinking the Role of the State and Business in Chinese
Development Cooperation in Africa’ (2016) 81 World Development, pp. 24-34, at 26.

D. Leung & Y. Zhao, Environmental and Social Policies in Ouverseas Investments: Progress and
Challenges for China (World Resources Institute, 2013).

B. Liu, ‘China’s State-Centric Approach to Corporate Social Responsibility (CSR) Abroad: A Case Study
in Africa’ (Ph.D. thesis, University of British Columbia (Canada), Mar. 2019), pp. 28-36.

J. Stent, China’s Banking Transformation: The Untold Story (Oxford University Press, 2016).

43
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indirect control over SOEs ‘not only as controlling shareholder, but also through per-
sonnel management, cross-shareholdings, and direct bureaucratic oversight’ by the
State-Owned Assets Supervision and Administration Commission (SASAC).*” As
Chinese SOEs are organized as ‘networked hierarchies’, they are linked to state organs
through institutionalized personnel channels.*® The interaction among the Chinese
government, Chinese overseas SOEs, and state-owned banks provides the conditions
for the implementation of the state-centric approach.

A regulatory overview of China’s state-centric approach to CSR abroad

As China has rapidly evolved into one of the world’s largest overseas investors, CSR is
crucial for its companies to operate sustainably overseas. The Chinese government has
promulgated many overseas sustainable policies and CSR guidelines to gain a better
international reputation and to ensure the success of overseas investment projects.*’
Since 2006 the Chinese government has issued a series of guidelines and policies on
overseas environmental and social protection to highlight its role in promoting
Chinese companies’ CSR between 2007 and 2017. The policies are listed in Table 1
(in the Appendix at the end of this article) titled ‘State-led Initiatives regarding the
Overseas CSR Performance of Chinese Companies’. Various agencies have been
involved in the regulatory process; these include China’s State Council, the National
Development and Reform Commission (NDRC), the Ministries of Commerce and
Foreign Affairs, and other state entities such as the China Export Import Bank.
Taken together, the various policy documents provide a framework that reveals how
the Chinese state intends to shape the social and environmental performance of all
Chinese companies overseas.

As a large part of China’s foreign investment involves infrastructure contracts, the
Chinese government has issued specific CSR guidelines in this area. In 2008, for
instance, the State Council issued the Regulation on Management of Foreign
Contracted Projects.’® Consistent with the State Council’s regulatory move, the
China International Contractors Association in 2012 issued its Guidance on Social
Responsibility for Chinese International Contractors, which recommends that suppli-
ers and subcontractors should incorporate ‘ethics and environmental protection into
procurement and subcontracting contracts’.”’ Consequently, Chinese companies
have started to enact internal rules for suppliers and contractors: for example, the
China Petrochemical Corporation has issued a Notice on Further Strengthening

47 Ho, n. 3 above, p. 408.
* Ibid.

* N. Bernasconi-Osterwalder, L. Johnson & J. Zhang (eds), Chinese Outward Investment: An Emerging

Policy Framework (International Institute for Sustainable Development, 2013); see also Leung &
Zhao, n. 44 above, p. 18.

The State Council, ‘Regulation on Management of Foreign Contracted Projects’, available at:
http:/www.gov.cn/gongbao/content/2017/content_5219165.htm (in Chinese).

China International Contractors Association, ‘Guidance on Social Responsibility for Chinese
International Contractors’, 2012, available at: http:/www.mofcom.gov.cn/aarticle/ae/ai/201209/
20120908364916.html (in Chinese).
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Contractor Management Work, which requires project contractors to comply with rele-
vant laws and regulations and meet relevant qualification requirements.’”

The challenges of applying state-centric CSR abroad

The government’s continued dominance in the political, economic, and social spheres
in China creates conditions that are conducive to the emergence of a state-centric
approach to CSR. However, the application of this approach in other national or geo-
graphical contexts presents many challenges, and some opportunities, as a result of the
different cultural, economic, political, and legal dynamics of host countries.

Firstly, the institutional environment of the host country is an important variable in
the effectiveness of the state-centric approach, as the Chinese central government has
little control over the political, economic, social, and legal conditions in the host coun-
try. China’s state-centric approach may be welcomed by host countries that share simi-
lar institutional qualities. However, it may encounter suspicion in host countries with
democratic institutions and a tradition of active civil society involvement. As noted, an
important limitation of the state-centric approach is the lack of engagement with civil
society. This limitation is palpable within China as the social sphere is tightly state-
controlled. However, this particular weakness of the state-centric approach may be
alleviated when state-centric CSR travels overseas, particularly in host countries with
active civil society monitoring, which might help to enhance the effectiveness of state-
centric CSR.

Secondly, depending on the type of ownership, geographical distance may loosen
state control over Chinese companies overseas. The Chinese government may not exer-
cise the same level of control over its companies overseas as it does over its domestic
companies. This loss of control is more salient in privately owned companies. While
the government does not exercise control over privately owned companies through
ownership, it can still influence many dimensions of the domestic operations of
Chinese private companies through various regulatory measures, such as licensing
and inspections.’® However, privately owned companies in China have weaker ties
with Chinese government bodies in host countries than do Chinese SOEs.”* Since the
former have much less contact with such government bodies and rarely receive
government-linked financial support, there are substantial challenges in holding these
private companies accountable and orienting them towards more responsible business
practices.

This section has offered a brief overview of the potential challenges and opportu-
nities of applying China’s state-centric CSR approach overseas and the differences
between the domestic and overseas implementation of the approach. The following

52 The notice requires that the contractor is qualified to carry out the safety disclosure and informing of risk,

carry out the on-the-spot guardianship system, and strengthen the contractor’s safety training, among
other things.

Ho, n. 3 above.
Interview with official of Chinese Embassy in Kenya, Oct. 2016.
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section will situate this discussion in a more concrete setting to analyze the opportu-
nities and limitations of China’s state-centric approach in Africa.

3. WHAT ARE THE INCENTIVES FOR CHINA
TO ENGAGE IN CSR IN AFRICA?

This section examines the application of China’s state-centric approach to CSR in
Africa. Africa is a central destination of the BRI’® and is thus an important example
to illuminate the impact of Chinese investment overseas. China’s foreign investment
in Africa has grown ‘even faster over the past decade, with a breakneck annual growth
rate of 40 percent’.”® Chinese companies arguably make significant contributions to the
economic and social development of African countries, especially by improving infra-
structure, upgrading industries, creating jobs, and transferring technology.’”At the
same time, Chinese investment and industrial activities in Africa have triggered contro-
versies over their social, economic, and environmental impacts.’® Accordingly, the
Chinese government and its affiliated entities — including SOEs and state-owned
banks — may be motivated to promote CSR in Africa. This section analyzes the possible
reasons for Chinese companies and financial institutions to promote sustainable invest-
ment in Africa.

3.1. Reducing Conflicts and Litigation Risks

Environmental and ecological conditions in Africa are complicated and volatile. Some
areas have fragile and sensitive ecosystems that are vulnerable to severe natural disasters
such as sandstorms, droughts, and erosion.”” These climate-related events are com-
pounded by local environmental degradation caused by foreign investment, such as
habitat loss, pollution, and deforestation.®® Chinese infrastructure construction pro-
jects in Africa — which focus mainly on the construction of railways, container ports,
and power plants — could further exacerbate existing vulnerabilities and introduce
new risks. As important actors in international environmental governance and addres-
sing global climate change, Chinese companies face international scrutiny to improve
their environmental performance overseas.®! To avoid conflicts arising from negative
environmental and social impacts, Chinese infrastructure companies have incentives

55 H. Chen, ‘China’s “One Belt, One Road” Initiative and Its Implications for Sino-African Investment

Relations’ (2016) 8(3) Transnational Corporations Review, pp. 178-82.

56 E. Omoruyi, ‘Xi’s Visit Bolsters China-Africa Relations’ (Belt and Road Portal, 2018).

57 Y. Chen, “Silk Road to the Sahel: African Ambitions in China’s Belt and Road Initiative’, SAIS-CARI
Policy Brief No. 23, 2018.

3% Liu, n. 45 above, pp. 65-72.

3% M.T. Lukamba, ‘Natural Disasters in African Countries: What Can We Learn about Them?’ (2010) 6(2)
The Journal of Transdisciplinary Research in Southern Africa, pp. 478-935.

0 C. Boocock, Environmental Impact of Foreign Direct Investment in the Mining Sector in Sub-Sabaran

Africa (OECD, 2002), pp. 1-7.

D. Shinn, ‘The Environmental Impact of China’s Investment in Africa’ (2016) 49(1) Cornell International
Law Journal, pp. 25-65; see also R. Gonzalez-Vicente, ‘China’s Engagement in South America and
Africa’s Extractive Sectors: New Perspectives for Resource Curse Theories’ (2011) 24(1) The Pacific
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to develop infrastructure in African countries in an environmentally friendly and
socially responsible way.

Improvement in the environmental and social behaviour of Chinese overseas com-
panies can also help to avoid regulatory breaches in host countries. The traditional
impression of Africa’s environmental governance is that many African countries attach
a low priority to environmental and social protection, and have poor records in coun-
tering corruption. In practice, the approach of African states to environmental protec-
tion varies.®” Some countries have ‘impressive legislation in place while others are
lagging behind’.®® The protection of the environment has become a particularly high
priority for African governments as a result of the negative environmental impacts
caused by foreign investors.®*

To promote sustainable development, many African countries have committed to
transforming their consumption and production processes and practices by embedding
sustainable development into their legal systems in order to protect natural resources
and the environment for current and future generations.®® This shift towards a green
economy has been reaffirmed by many different African initiatives, and there is now
a growing awareness of the importance of this transition.®® In addition, in response
to the Paris Agreement,®” many African countries require foreign investors to reduce
their industrial carbon emissions.®® The regulatory authorities of host countries in
Africa may continue to intensify their monitoring, assessment, and management of
environmental and social considerations. Stricter environmental regulations and pol-
icies therefore pose a threat to the survival of Chinese high-polluting infrastructure pro-
jects overseas,®” and this will in turn affect the financial institutions that have provided
loans to these companies.

In addition, Chinese companies may face pushback for their lack of attention in pro-
tecting the interests and welfare of local communities in host countries. The historically

Review, pp. 65-87. M. Chan-Fishel, ‘Environmental Impact: More of the Same’, in F. Manji & S. Marks
(eds), African Perspectives on China in Africa (Pambazuka Press, 2007), pp. 39-52.

62 Shinn, ibid., p. 44.
63 Ibid.

% Economic Commission for Africa, ‘Common African Position on the Post-2015 Development Agenda’,

2 Apr. 2014, available at: https://www.africa.undp.org/content/rba/en/home/library/reports/poverty-

reduction/common-african-position-on-the-post-2015-agenda.html.

5 United Nations Environment Programme (UNEP), ‘UNEP’s Compendium of Innovative Laws:

Promoting Green Economy & Sustainable Development’, 2016, pp. 157-62, available at:
https:/www.unenvironment.org/resources/report/uneps-compendium-innovative-laws-promoting-
green-economy-sustainable-development.

Ibid; see also UN Economic Commission for Africa, ‘Green Africa’s Industrialization’, 2016, available at:
https:/www.un.org/en/africa/osaa/pdf/pubs/2016era-uneca.pdf.

Paris (France), 12 Dec. 20135, in force 4 Nov. 2016, available at: http:/unfccc.int/paris_agreement/items/
9485.php.

The World Bank, ‘Africa Climate Business Plan: Accelerating Climate-Resilient and Low-carbon
Development’, Working Paper, 2015.

UN Development Programme China, 2017 Report on the Sustainable Development of Chinese
Enterprises Overseas: Supporting the Belt and Road Regions to Achieve the 2030 Agenda for
Sustainable Development’, 8 May 2017, pp. 17-8, available at: https:/www.cn.undp.org/content/
china/en/home/library/south-south-cooperation/2017-report-on-the-sustainable-development-of-chinese-
enterprise.html.
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unequal distribution of resources, revenues, and compensation — as well as communi-
cation gaps and misunderstandings between the government, companies, and local
communities — have exacerbated the political, cultural, and economic marginalization
of local communities, and triggered conflicts.” Chinese overseas companies often face
complex social risks and challenges in host countries, such as a lack of social acceptance
or inclusiveness. They may display inadequate regard for labour and working condi-
tions, land acquisition and compensation, localized operations and management.
Moreover, Chinese companies generally tend to invest more energy in building rela-
tions with African governments than in responding to the economic needs of land-
owners.”" These actions may further destabilize relationships and cause new internal
divisions over access to wealth, creating a vicious cycle that ignites, prolongs and
exacerbates conflicts between interested parties.

Given the increasingly strict domestic regulation in host countries and potential
social conflicts precipitated by investments in host countries, Chinese overseas compan-
ies are exposed to the risks of liability and litigation.”> As pressure grows to hold multi-
national companies to account for their irresponsible behaviour,” it is just a matter of
time before Chinese companies face litigation if they do not handle social and environ-
mental issues properly. The negative environmental and social impacts caused by
Chinese companies have already drawn much attention from regulatory authorities
in some African countries. Potential lawsuits regarding land acquisition and relocation,
labour protection, and environmental protection may compel Chinese companies to
integrate environmental and social protection objectives into their daily operations.

3.2. Reducing Economic Losses

Chinese overseas companies and financial institutions conforming to high environmen-
tal standards can also reduce economic losses and achieve lower lending risks for their
operations in Africa. As CSR has become a standard expectation in international busi-
ness, it will be difficult to obtain access to the international market if it is not complied
with. CSR has become an important ticket to the international market. The Chinese
government expressly recognizes that CSR increases the international competitiveness
of Chinese companies,”* and seeks to encourage CSR to help Chinese companies grow
internationally and sustainably. Moreover, empirical evidence shows that CSR facili-
tates long-term financial performance.”> Current research also indicates that it is in

70 K. McKenna, Corporate Social Responsibility and Natural Resource Conflict (Routledge, 2016), pp. 82—
10S.

Interview with Project Manager of WWF-Africa, Kenya, Sept. 2016.

X. Han, Study on Chinese Companies on Environmental Protection during Overseas Investment (Law
Press China, 2013), pp. 121-7.

Augenstein & Dziedzic, n. 16 above, pp. 6-35.

71
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7% The State Council Information Office of the People’s Republic of China, ‘General Approach to Reform

Central State-Owned Enterprises during the 12th Five-Year Plan Period’, 2011, available at:
http:/www.scio.gov.cn/xwfbh/yg/2/Document/860921/860921.htm (in Chinese).

M. Orlitzky, F.L. Schmidt & S.L. Rynes, ‘Corporate Social and Financial Performance: A Meta-Analysis’
(2003) 24(3) Organization Studies, pp. 403-41, at 427.
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the companies’ interests to minimize activity that may have a negative impact on the
environment.”® Investors, too, have recognized that companies that successfully and
effectively manage social and environmental risks or concerns through self-regulation
will generate higher returns on investment capital.”” Corporate sustainable perfor-
mance and financial performance are not a trade-off but correlate positively.”®
Additionally, as African countries strengthen their social and environmental regula-
tions, Chinese companies in violation of the regulations face an increasing risk of
civil claims and criminal fines. Moreover, negative publicity from even just one project
could threaten future access by Chinese companies to resources and markets in
Africa.”’

In recent years, socially responsible investing (SRI) has made inroads into Africa,
particularly in the three major economies of Nigeria, Kenya, and South Africa.®® SRI
investors invest only in companies that effectively govern their impact on climate
change, human rights, social interests, and the environment.*' With the development
of SRI, companies with better environmental conservation practices in their operations
may attract more capital from private and multilateral financial institutions.®* Chinese
companies can use the environment as a strategic competitive advantage and adopt
higher environmental standards to help them gain financial access, greater acceptance,
and access to markets in African host countries. Such action may also improve their
public image relative to their competitors in Africa. However, it should also be noted
that if Chinese companies superficially considered CSR only as a strategic competitive
advantage without producing positive impacts in African host countries, it would leave
the CSR initiatives adopted by the companies vulnerable to criticisms of greenwashing
and ultimately undermine the legitimacy of their engagement as a whole.

In addition, promoting CSR by Chinese companies in Africa could help Chinese
financial institutions to reduce lending risks, such as risks involving valuation and
credit.®® These financial institutions have come to realize that environmental and social

D. Graham & N. Woods, ‘Making Corporate Self-Regulation Effective in Developing Countries’ (2006)
34(5) World Development, pp. 868-83.

77" N.C. Ashwin Kumar et al., ‘ESG Factors and Risk-Adjusted Performance: A New Quantitative Model’
(2016) 6(4) Journal of Sustainable Finance & Investment, pp. 292-300, at 294-8; G. Friede, T. Busch
& A. Bassen, ‘ESG and Financial Performance: Aggregated Evidence from More than 2000 Empirical
Studies’ (2015) 5(4) Journal of Sustainable Finance & Investment, pp. 210-33.

O. Weber, ‘Corporate Sustainability and Financial Performance of Chinese Banks’ (2017) 8(3)
Sustainability Accounting, Management and Policy Journal, pp. 358-835, at 360.

I. Kolstad & A. Wiig, ‘Better the Devil You Know? Chinese Foreign Direct Investment in Africa’ (2011)
12(1) Journal of African Business, pp. 31-50.

Global Sustainable Investment Alliance, 2016 Global Sustainable Investment Review’, p. 17, available at:
http:/www.gsi-alliance.org/wp-content/uploads/2017/03/GSIR_Review2016.F.pdf.

African Development Bank Group, ‘Africa Thriving and Resilient: The Bank Group’s Second Climate
Change Action Plan, 2016-2020’, 2017; P. Guo, ‘Socially Responsible Investment Emerges in China’,
China Dialogue, 19 May 2008, available at: https:/www.chinadialogue.net/article/2020-Socially-
responsible-investment-emerges-in-China.

B. Richardson, ‘Socially and Environmentally Responsible Investment’, in K. Miles (ed.), Research
Handbook on Environment and Investment Law (Edward Elgar, 2019), pp. 504-24.

J. Ma, Establishing China’s Green Financial System (China Financial Publication House, 2017),
pp. 15-40.
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risks are a potential cause of volatile markets and financial instability.** Investment in
projects involving the risk of high pollution therefore increases their lending risks and
may affect financial returns. As China’s infrastructure projects in Africa are handled
mainly by SOEs with financial support from Chinese state-owned banks, a financial
loss for an infrastructure project overseas equals a financial loss for the Chinese govern-
ment.®* The case of the Lamu Coal Power Plant in Kenya — East Africa’s first coal-fired
power plant project — clearly shows the financial risks for Chinese financial institutions
in Africa, as Kenya’s National Environmental Tribunal suspended operations at
the Lamu Plant on 26 June 2019.%¢ The coal plant cost USD 2 billion, of which
USD 1.2 billion was financed by the Industrial and Commercial Bank of China.

3.3. Protecting China’s Political Reputation

At the international level, the development of state-led CSR is driven by the state’s inter-
est in improving China’s international reputation. The Chinese government actively
uses Chinese companies to gain ‘soft power’ in international relations and political
economy. Moreover, with the development of international legal instruments such as
the United Nations Sustainable Development Goals and the Paris Agreement, invest-
ment recipient countries have linked market access to CSR. CSR is an important strat-
egy for protecting China’s international political reputation. Furthermore, Chinese
companies that actively engage in international investment typically are SOEs that
have close ties with the state.®” Any criticism against such state-affiliated companies
may ultimately harm the reputation of the state itself. More specifically, as China’s glo-
bal expansion has attracted allegations of ‘neo-colonialism’, there is a strong incentive
for the Chinese state to use CSR as a political strategy to alleviate international concern.

The image of China as a putative new colonial power in Africa®® is enhanced by
the fact that China’s investment on the continent mainly involves natural resource
exploitation, which can result in serious environmental consequences. The way in
which Chinese companies manage local employees has also raised concerns over social
exploitation.®” Moreover, the ostensibly generous financial aid provided by the Chinese

84 UNEP, n. 65 above, pp. 157-62.

85 Interview with official from the NDRC, Beijing (China), 28 Sept. 2016.

86 A. Ochieng, “Tribunal Cancels Lamu Coal Power Project Licence’, Daily Nation, 20 Mar. 2020, available
at: https:/www.nation.co.ke/news/Lamu-coal-plant-in-limbo/1056-5172496-n50ské6z/index.html. The
project was opposed by local residents and civil society groups because of its potential adverse effects

on the local environment, cultural heritage, health, and biodiversity.

87 Ministry of Commerce of China, ‘Report on Development of China’s Outward Investment and Economic

Cooperation’, 2017, available at: http:/fec.mofcom.gov.cn/article/tzhzcj/tzhz/upload/zgdwtzhzfzbg2017.
pdf (in Chinese).

88 . Walsh, ‘Is China the New Colonial Power in Africa’, The Guardian, 28 Oct. 2006, available at:
https:/www.theguardian.com/business/2006/oct/29/china.theobserver; see also M.  Esposito,
T. Tse & M. Al-Sayed, ‘Recolonizing Africa: A Modern Chinese Story?’, CNBC, 30 Dec. 2014, available
at: https:/www.cnbc.com/2014/12/30/recolonizing-africa-a-modern-chinese-story.html; H.W. French,
‘The Next Empire’, The Atlantic, 10 May 2010, available at: https:/www.theatlantic.com/magazine/
archive/2010/05/the-next-empire/308018.

89 A.Baah & H. Jauch (eds), Chinese Investment in Africa: A Labour Perspective (Africa Labour Research
Network, 2009).
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government and financial institutions has been criticized for creating a deep financial
trap through the imposition of onerous conditions that render African countries subor-
dinate to China’s control.’® In the face of such allegations of neo-colonialism, the
Chinese government and Chinese companies may have a strategic incentive to alleviate
these concerns through CSR practices and thus improve China’s political image in the
international community.

4. WHAT IS THE RELEVANCE OF CHINA’S STATE-CENTRIC
APPROACH TO THE AFRICAN CONTEXT?

Chinese companies have incentives to engage in CSR in Africa for a host of reasons,
although such engagement does not necessarily have to be state led. Many western
multinational companies operating in Africa, for example, have undertaken a wide
range of CSR activities in Africa without the involvement of their home state. This
raises the important question whether the state-centric approach that characterizes
the engagement of Chinese companies in CSR conveys any particular advantage in
the African context.

The effectiveness of market-based CSR is preconditioned on active NGOs as well as
a range of educated and responsive users of information, which include consumers and
investors. It relies on market pressure to force companies to engage in CSR. The market
pressure may be exerted locally or internationally. In many African countries, local
market pressure has not yet become a discernible force to make companies integrate
CSR into their daily business management. Empirical research shows that the market-
based CSR approach has made African companies engage in CSR only in a very
superficial manner, treating it as public relations and philanthropy.”" In this regard
international market forces are particularly important. International market pressure
may come from the multinational companies’ home-country market, as consumers
and investors in that market respond to irresponsible behaviour on the part of the
multinationals. A well-known example is the anti-apartheid shareholder activism in
the United States (US) in the 1980s to put pressure on US companies to divest from
South Africa.”” Led by institutional investors from religious and public institutions,

%0 A. Beattie & E. Callan, ‘China Loans Create “New Wave of Africa Debt™, Financial Times, 7 Dec. 2006,
available at: https:/www.ft.com/content/640a5986-863a-11db-86d5-0000779¢2340; see also J. Bavier,
‘China Overloading Poor Nations with Debt though Infrastructure Projects’, Reuters, 16 July 2018, avail-
able at: https:/www.reuters.com/article/us-usa-africa-idUSKBN1K61YC; E. Callan, ‘China’s Debt-Trap
Diplomacy is Spreading Across Africa’, Axios, 14 May, 2018, available at: https:/www.axios.com/china-
debt-africa-djibouti-kenya-angola-belt-and-road-initiative-c6 5b82fa-48a6-4140-bb01-bc19580a16¢9.
html; J. Mclntyre, ‘Game of Loans: How China Uses “Debt-Trap Diplomacy” to Extend Its Military
Reach’, Washington Examiner, 17 Apr. 2018, available at: https:/www.washingtonexaminer.com/
policy/defense-national-security/how-china-uses-debt-trap-diplomacy-to-extend-its-military-reach.

W. Visser, ‘Corporate Social Responsibility in Developing Countries’, in A. Crane et al. (eds), The Oxford
Handbook of Corporate Social Responsibility (Oxford University Press, 2008), pp. 473-99; see also
G. Hilson, ‘Corporate Social Responsibility in the Extractive Industries: Experiences from Developing
Countries’ (2013) 37(2) Resources Policy, pp. 131-7, at 132-3.

P. Broyles, “The Impact of Shareholder Activism on Corporate Involvement in South Africa during the
Reagan Era’ (1998) 28(1) International Review of Modern Sociology, pp. 1-19.

91

92

https://doi.org/10.1017/52047102520000229 Published online by Cambridge University Press


https://www.ft.com/content/640a5986-863a-11db-86d5-0000779e2340
https://www.ft.com/content/640a5986-863a-11db-86d5-0000779e2340
https://www.reuters.com/article/us-usa-africa-idUSKBN1K61YC
https://www.reuters.com/article/us-usa-africa-idUSKBN1K61YC
https://www.axios.com/china-debt-africa-djibouti-kenya-angola-belt-and-road-initiative-c65b82fa-48a6-4140-bb01-bc19580a16c9.html
https://www.axios.com/china-debt-africa-djibouti-kenya-angola-belt-and-road-initiative-c65b82fa-48a6-4140-bb01-bc19580a16c9.html
https://www.axios.com/china-debt-africa-djibouti-kenya-angola-belt-and-road-initiative-c65b82fa-48a6-4140-bb01-bc19580a16c9.html
https://www.axios.com/china-debt-africa-djibouti-kenya-angola-belt-and-road-initiative-c65b82fa-48a6-4140-bb01-bc19580a16c9.html
https://www.washingtonexaminer.com/policy/defense-national-security/how-china-uses-debt-trap-diplomacy-to-extend-its-military-reach
https://www.washingtonexaminer.com/policy/defense-national-security/how-china-uses-debt-trap-diplomacy-to-extend-its-military-reach
https://www.washingtonexaminer.com/policy/defense-national-security/how-china-uses-debt-trap-diplomacy-to-extend-its-military-reach
https://doi.org/10.1017/S2047102520000229

74 Transnational Environmental Law, 10:1 (2021), pp. 57-84

apartheid-minded investors used shareholder resolutions to apply pressure to US com-
panies to curtail their investment in South Africa.

Home-country market pressure has been more observable in the west than it has
been in China. To date, the Chinese public has not demonstrated particular concern
or corresponding reactions to any irresponsible overseas behaviour on the part of
Chinese companies. Chinese civil society and markets remain focused on domestic
CSR issues. In this regard China’s state-led approach may be a substitute for home-
country market pressure in the western context. The Chinese state, which has inter-
national political interests at stake, is an important force pushing Chinese companies
to engage in CSR in Africa. This motivation can help to address the lack of awareness
on the part of domestic civil society in promoting Chinese CSR behaviour overseas and
applying pressure on Chinese companies, especially overseas SOEs, to behave in an
environmentally and socially responsible manner. Moreover, China’s important invest-
ment projects in Africa are developed by SOEs. The Chinese state is an important
investor with the power to direct the business trajectory of SOEs. China’s state-centric
approach may therefore complement the local but immature market pressure in Africa
and substitute home-country market pressure.

Meanwhile, China’s state-centric approach may aggravate suspicions of neo-
colonialism in Africa. The pervasiveness of state control over Chinese overseas SOEs
which dominate infrastructure and extractive sector projects in Africa has already
raised the fear that Chinese investments are there to realize its neo-imperialist ambi-
tions. The state-centric approach emphasizes ‘top-down’ control instead of ‘bottom-up’
community engagement. Under the state-centric approach, local priorities are unlikely
to be adequately reflected in the CSR policies and practices of Chinese companies.”>

Moreover, the Chinese government and its affiliates are traditionally known for lack
of transparency. This calls into question whether China’s state-centric approach may be
effective in protecting disadvantaged local people in Africa, which equally struggles
with high levels of corruption.”* McKinsey cited corruption as one of the greatest chal-
lenges in ensuring that the China—Africa trade partnership is sustainable in the long
run.” The lack of transparency in China’s state-centric approach could further

93 E.Roe, ‘Is CSR the Missing Ingredient in the China-Africa Relationship?’, Devex, 5 Sept. 2013, available
at: https:/www.devex.com/news/is-csr-the-missing-ingredient-in-the-china-africa-relationship-81747.

2% B. Warf, ‘Geographies of African Corruption’ (2017) 1(1) PSU Research Review, pp. 20-38; see also UN
Economic Commission for Africa, ‘Measuring Corruption in Africa: The International Dimension
Matters’, 2016.

LY. Sun, K. Jayaram & O. Kassiri, ‘Dance of the Lions and Dragons: How Are Africa and China
Engaging, and How Will the Partnership Evolve?’, McKinsey & Company, June 2017, p. 64, available
at:  https:/www.mckinsey.com/~/media/McKinsey/Featured %20Insights/Middle %20East %20and %
20Africa/The%20closest %20look % 20yet %20at % 20Chinese % 20economic % 2 0engagement %20in %
20Africa/Dance-of-the-lions-and-dragons.pdf. See also Wharton Policy Paper, ‘Chinese Investments in
Africa: Four Anti-Corruption Trends to Watch’, 2019, available at: https:/knowledge.wharton.upenn.
edu/article/chinese-investments-africa-four-anti-corruption-trends-watch; J. Nyabiage, ‘Chinese Firms
Hit Bribery and Tax Evasion Troubles Amid African Corruption Crackdowns’, South China Morning
Post,4 Nov. 2019, available at: https:/www.scmp.com/news/china/diplomacy/article/3036244/chinese-
firms-hit-bribery-and-tax-evasion-troubles-amid.
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cultivate corruption and deepen the concern that Chinese foreign investment is always
funnelled into African countries with a weak rule of law and high levels of corruption.

5. THE STATE-CENTRIC APPROACH IN THE SGR PROJECT

While the previous sections have provided a general assessment of the potential
promises and limitations of the state-centric approach in Africa, it is important to
remember that Africa is not a homogeneous bloc. African countries have different
historical, political, legal, social, and environmental backgrounds. Even within a coun-
try there may be regional differences. Furthermore, each investment project may have
features that are not shared by others. These country-specific and project-specific attri-
butes should be taken into account. Correspondingly, this section uses the country- and
project-specific Standard Gauge Railway (SGR) case study in Kenya to further reflect
on the promises and limitations of China’s state-centric approach to CSR overseas.
As part of China’s BRI initiative, it aims to use Kenya’s SGR project to gain access to
trade and investment in Eastern Africa. The SGR is a railway construction project
undertaken by a Chinese state-owned company, China Road and Bridge
Corporation (CRBC). Of the project’s funding 85% came from China Exim Bank,
while Kenya provided 15% in co-financing. Construction of the Mombasa-Nairobi
SGR project started in October 2014 and was completed on 31 May 2017.° This sec-
tion empirically examines the role of the Chinese government and China Exim Bank in
influencing the CSR performance of the CRBC during the construction of the SGR.

5.1. The State-Centric Approach to CSR in the SGR Project:
Promises and Opportunities

The CRBC’s CSR advancement benefits from the direct governing and monitoring
power of the Chinese government and China Exim Bank, and is an example of the
implementation of the state-centric CSR approach overseas. Because of the political
importance of the SGR to both the Chinese and Kenyan governments, the Chinese gov-
ernment attached significant weight to the sustainable construction of the project.
During President Kenyatta’s visit to China in 2013, President Xi and President
Kenyatta jointly witnessed the signing of the financing memorandum of understanding
of the SGR project. In May 2014, Premier Li and President Kenyatta attended the sign-
ing ceremony of the financing agreement for the SGR. Premier Li urged the China
Communications Construction Company (CCCC) to meticulously construct the
SGR, provide its Kenyan counterparts with necessary and qualified equipment, and
offer operation and management training to local employees. As a Chinese SOE, the
successful completion of the SGR as a sustainable project would not only represent
the CSR efforts of the CRBC but also demonstrate China’s railway construction cap-
abilities and professionalism.””

¢ U. Wissenbach & Y. Wang, ‘Local Politics Meets Chinese Engineers: A Study of the Chinese-Built
Standard Gauge Railway Project in Kenya’, SAIS-CARI Policy Brief No. 16, 2016, p. 5.

7 Interview with official of Chinese Embassy in Kenya, n. 54 above.
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The Chinese embassy in Kenya played an important oversight role in the CRBC’s
CSR performance in the SGR. According to an officer at the embassy in Kenya, the
Chinese government issued a strict directive to the embassy to ensure that the SGR
was constructed sustainably, out of recognition that the international community
paid significant attention to the project. Furthermore, the Chinese embassy in Kenya
and the Economic and Commercial Counsellor’s Office (ECCO) made concerted
efforts to establish effective communication channels with the CRBC through regular
visits and meetings. They propelled the CSR practices of the CRBC in the SGR project
by requiring the CRBC regularly to report to the embassy on the progress of the project
and to release a CSR report on the project. This direct engagement by the Chinese
embassy and the ECCO provided the Chinese companies with informal governance
oversight.”®

The embassy and the ECCO offered technical assistance and facilitated training for
project managers, encouraging the CRBC to set up effective internal management, and
hiring liaison officers to build closer connections with affected local communities to
better address potential environmental and social challenges and risks. The relevant
training was held once every two months to help CRBC managers and other SOEs
learn local laws and regulations, familiarize themselves with the local business environ-
ment, strengthen their awareness of legal compliance, and help to address the financial
arrangements during overseas operations, including customs clearance, taxation, and
investment risks. The embassy also invited professionals for on-site consultations.””
By sharing good practice and facilitating presentations, the embassy and the ECCO
encouraged Chinese SOEs in Kenya to learn from each other’s practices and draw les-
sons from negative examples. Managers of some invited Chinese companies claimed
that through the compulsory training and group study sessions, they became more
familiar with Kenya’s local laws and regulations and developed a stronger sense of
responsibility to complete the construction projects.'“”

Lastly, in addition to the efforts and political guidance offered by the Chinese
embassy in Kenya and the ECCO, Chinese business associations led by the ECCO
also influenced the environmental and social behaviour of the CRBC in Kenya. The
ECCO partnered with trade associations to release the 2017 Chinese Overseas
Companies in Kenya Social Responsibility Report to further advocate CSR in the
CRBC and other Chinese SOEs in Kenya. One such association is the Kenya China
Economic and Trade Association (KCETA), a social organization comprising
Chinese companies operating in Kenya.

The KCETA released its 2017 Chinese Overseas Companies in Kenya Social
Responsibility Report in both English and Chinese to report on the overall environmen-
tal and social behaviour of Chinese companies in Kenya.'?" The report was written

%% Ibid.
%% TIbid.

100 Tnterviews with Project Managers of China Wu Yi Co. Ltd (Kenya Branch), China Road and Bridge
Corporation (Kenya), and Power China (Kenya), Kenya, Nov. 2016.

101 Tnterview with Vice-Secretary of the KCETA, Kenya, Dec. 2016.
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with technical support from the ECCO. It is the first CSR report regarding Chinese
companies in Kenya, and shows the Chinese government’s increasing attention to the
CSR performance of its companies in Kenya. The KCETA and the ECCO in Kenya
gave the private sector the opportunity to comment on legislative and regulatory pro-
posals and give feedback on this report. Companies, therefore, were able to provide
constructive criticism to help in developing new CSR measures that are practicable
and reflective of business realities.'®* The report includes the CSR practices of several
SOEs operating in Kenya, including those of the CRBC in the SGR project, to encour-
age other Chinese companies in Kenya to learn from them.'*?

China Exim Bank, the main funder of the SGR, monitored and reviewed the project
throughout the construction process. As a state-owned bank under the direct leadership
of the State Council, China Exim Bank was encouraged to comply with the CSR stan-
dards established by the Chinese government. Responding primarily to political pres-
sure to maintain the government’s image overseas, the bank required the CRBC to
meet social and environmental standards that went beyond the basic requirements of
Kenyan law. China Exim Bank was responsible in the SGR project for conducting
environmental and social impact assessments (ESIAs), project reviews, public consulta-
tions with communities affected by the project, and ex post ESIAs in its lending pol-
icy.'%* According to an SGR project manager, three staff members in China Exim
Bank were in charge of the assessment, management, and monitoring of the project.
Each member had at least five years of project approval and supervision experience
in the Approval and Management Department of China Exim Bank. The project man-
ager in charge of the SGR project visited the project sites in 2014 and 2017 to conduct
due diligence and post-evaluation reports regarding the impact of the project on the
local community. During construction, the CRBC project manager was obligated to
report to China Exim Bank, via email and telephone conferences, on progress of the
construction and any urgent matters.'?’

In general, the Chinese government contributed to the improvement of the CSR per-
formance of the CRBC in the SGR project in a number of ways. Firstly, the Chinese
‘Going Out’ policy provides a regulatory framework for CRBC operations in Kenya.
The policy framework, which includes policies and regulations relating to China’s sus-
tainable investment overseas, helps to promote the development of CSR in Chinese
companies and the financial institutions’ practice of green finance. Secondly, the
Chinese government established a strong and interlocking institutional network to
regulate and support CRBC operations in Kenya. Together with financial loans and
support from the state-owned China Exim Bank, the political and financial supervision
by the Chinese government further facilitated, endorsed and mandated the CRBC’s
responsible behaviour in the SGR project. Thirdly, significant political willingness by

102 1hid.

103 Kenya China Economic and Trade Association, 2017 Chinese Overseas Companies in Kenya Social
Responsibility Report’, 2017, pp. 16, 28, 30, 48, available at: http://ke2.mofcom.gov.cn/17en.pdf.

104 Tnterview with Project Manager of the SGR project, Kenya, Sept. 2016.
105 Tnterview with Vice-Secretary of the KCETA, n. 101 above.
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the Chinese government for a successful completion of the SGR enhanced the effective-
ness of the state-centric approach to advancing the CSR activities of the CRBC. Such
diplomacy, reflected in extensive high-level political visits to Kenya with promises of
loans and technical assistance from the Chinese government, promoted a favourable
environment for the construction of the SGR project.

5.2. Limitations of the State-Centric Approach in the SGR Project

The case study has methodological limitations and substantive limitations in terms of
implementation. With regard to methodology, it should be noted that the SGR case pre-
sents the environmental and social behaviour of a single Chinese SOE engaging in infra-
structure construction in Kenya rather than a comprehensive examination of the
behaviour of all Chinese companies overseas. As a result, the lessons learned from
the SGR case are not able to be generalized for all Chinese financial investment contexts
in Africa. African countries are quite heterogeneous in their institutional qualities. It is
uncertain whether the findings in Kenya can be applied equally to Chinese infrastruc-
ture projects in other African countries. Moreover, various types of Chinese company
operate in Kenya: from SOEs, as in the case of the SGR, to wholly private companies.
The state-centric approach of CSR may not be equally effective to influence CSR in pri-
vately owned companies, given the diverse political and business cultures of the various
types of Chinese company.

In addition, the SGR case confirms some theoretical limitations of the state-centric
approach. In the SGR project, the CRBC preferred to deal with local governments
and stay away from local NGOs and media in Kenya. This tendency was rooted mainly
in its limited experience with civil society engagement back in its home country of
China. As a result, local NGOs and media were more suspicious of the CRBC and
did not engage in any meaningful dialogue with the corporation during the construc-
tion process. The SGR thus evidences a lack of input from civil society, which is a
major weakness of the state-centric approach. China’s state-centric approach, devel-
oped in isolation from the local NGOs and media, does not encourage its CSR strat-
egies to be responsive to local needs. Moreover, without substantive engagement
with the local NGOs and media, the state-centric approach is of only limited help in
building the good international reputation that China desires. Insufficient communica-
tion breeds distrust and misunderstanding. Meaningful and interactive engagement
rather than defensive avoidance are a better way to gain trust and a good reputation
within the international community. To correct the weakness of the state-centric
approach, it is important to encourage the Chinese government and its affiliated insti-
tutions to become more involved with civil society.

While the Chinese government may exert tight control over its domestic civil society,
its administrative influence over international civil society is very limited. This is
demonstrated in the SGR project. According to the interviews, neither Kenyan
NGOs nor Chinese NGOs in Kenya engaged meaningfully in dialogue with the
Chinese government, China Exim Bank, or the CRBC throughout the construction pro-
cess. The attitude of the CRBC towards local NGOs and media was that of ‘keeping
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them at a distance’.'*® The public relations officer for the SGR project believed that the
Kenyan media always focused on eye-catching stories to attract their audience and
sometimes failed to carry the social responsibility of media independence.'®” The lan-
guage barrier between the CRBC, local NGOs and the media made it more difficult to
achieve effective communication. As a result of this lack of communication, the CRBC
believed that its voice was not heard by local communities. One concrete example is a
misunderstanding that arose regarding land compensation.'®® Although responsibility
for land compensation for the local community did not reside with the CRBC, ‘local
villagers believed that the CRBC was conspiring with the government to destroy
their land and property by building railways’.'® On receiving such complaints, the
CRBC preferred to communicate with local governors to express any unspoken con-
cerns and raise suspicions about the true intentions of the local NGOs and media.''"
This communication breakdown further exacerbated the misunderstanding between
the CRBC and the NGOs and media.""!

Furthermore, the effectiveness of the state-centric approach depends on the political
commitment of the government. The SGR project had a high political value for both the
Chinese and Kenyan governments, which fostered a favourable environment to press
the CRBC to engage in CSR practices. This political value is an important feature of
the state-centric approach as the market-based CSR approach mainly promotes busi-
ness values. The SGR case suggests that the state-centric approach may be weaker
when projects are not politically important.

Finally, China Exim Bank did not disclose its assessment report on the environmen-
tal and social impact of the SGR project; nor did it make sufficient disclosures about the
implementation of CSR measures in the project. As the bank has no legal obligation to
disclose project evaluation information, and there is no third-party monitoring or
grievance mechanism to allow affected communities and individuals to file complaints
during construction, the overall credibility of the sustainable lending process is doubt-
ful. In addition, the SGR project manager opined that generally not enough staff were
involved in the lending processes of China Exim Bank.''* According to the manager,
the three people in charge of the SGR project were responsible also for reviewing
and approving other infrastructure projects at the same time. With more projects await-
ing approval under the BRI, the workload of the 30 full-time staff members in the
Approval and Management Department of China Exim Bank has become very oner-
ous.""® Without adequate technical personnel involved in the lending process, the cred-
ibility of China Exim Bank as a monitoring body is compromised. Poor transparency is

106 Tnterview with Project Manager of the SGR project, n. 104 above.
107 Interview with Public Relations Officer of the SGR project, Kenya, Sept. 2016.
198 Tnterview with Project Manager of WWEF-Africa, n. 71 above.
109 11,
Ibid.
10 Tnterview with Program Officer of China House, Jan. 2017.
U1 Tnterview with Project Manager of WWE-Africa, n. 71 above.
12 Tnterview with Project Manager of China Exim Bank, China, July 2016.
113 11,
Ibid.
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a salient weakness of China’s state-centric approach; it undermines the credibility of
this approach in advancing the CSR of Chinese companies overseas.

6. CONCLUSION

As one of the most important global test sites for state-centric CSR, this article analyzes
the development and features of China’s state-centric approach to CSR in Africa. It
examines and highlights the benefits and limitations of this approach in promoting
China’s sustainable investment overseas through an empirical study of the SGR project
in Kenya. The article has found that the Chinese government and its affiliates are moti-
vated to engage in CSR in Africa in order to avoid potential legal liabilities and eco-
nomic losses as well as to improve the international reputation and political image of
the Chinese state. The state-centric approach can have a positive impact on promoting
CSR. By adopting this approach the Chinese government is not only a regulator but
also an important stakeholder in Chinese SOEs in advancing CSR. The government
can influence the behaviour of SOEs and state-controlled financial institutions through
its power to appoint board members and senior managers. The government uses its
various institutional connections with SOEs and financial institutions to strengthen
awareness of policy objectives and provide incentives for policy implementation.
Hence, state-centric CSR presents a complementary regulatory pathway to address
the potential limitations of conventional CSR approaches, which rely on market
logic, altruism, or active civil society as driving factors. However, the state-centric
approach does have its limitations. These include lack of engagement with civil society
actors and the inability to influence privately owned Chinese companies outside the
control of the Chinese state in host countries.

China’s state-centric CSR development in Africa offers a unique opportunity to con-
sider the potential for the state in monitoring and driving Chinese corporate sustainable
investment overseas. The SGR case study further shows that the CSR commitments
made in the SGR project were a result of coordination between the Chinese government
and its affiliates, with very limited input from local NGOs and media. On the one hand,
it demonstrates the usefulness of the state-centric approach through mandating, facili-
tating, endorsing, and partnering to improve the CRBC’s CSR behaviour. On the other
hand, it shows important limitations of the state-centric approach, including lack of
engagement with local NGOs and media, dependence on the political salience of indi-
vidual projects, and poor transparency at the implementation level. It provides regula-
tory lessons for future Chinese infrastructure investment in Kenya and beyond.
Combined with the conceptual framework analysis, this case study provides a deeper
understanding of the promises and limitations of China’s state-centric CSR approach.

This article has examined the role of the state-centric approach to CSR in only one
Chinese SOE engaged in infrastructure construction in Kenya. It therefore cannot
represent fully the complex landscape of Chinese corporate operations in Kenya and
the rest of Africa. Various types of Chinese company operate in Kenya, from SOEs
to privately owned companies. The state-centric approach to CSR may not be as effect-
ive in influencing the CSR of privately owned Chinese companies given the diverse
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political and business cultures and various models of corporate ownership in China.
In addition, the small number of interviewees in the different fields cannot represent
the full spectrum of Chinese overseas companies and affected stakeholders.
Moreover, the credibility of information is difficult to verify, particularly with regard
to information from Chinese government sources, including officials and agents
under its control. Lastly, economic and social conditions vary from one African coun-
try to another. Whether the state-centric approach could be applied to other Chinese
infrastructure companies in other African countries merits further examination. For
these reasons the findings in this article should serve primarily as a starting point for
further research and a foundation for future empirical work to analyze the strengths
and limitations of the state-centric approach to CSR in promoting Chinese sustainable
overseas investment.
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APPENDIX

Table 1 State-led Initiatives regarding the Overseas CSR Performance of Chinese Companies (cited at Section 2.4)

Time Issuing Agency

Policy Name

Main Contents

Aug. 2007 State Forestry Administration

Jan. 2008 SASAC

July 2008  The State Council

Apr. 2009 State Forestry Administration and
Ministry of Commerce

June 2011 SASAC

Guidance on Sustainable Overseas Silviculture

by Chinese Overseas Companies®

Guidelines to the State-Owned Enterprises
Directly under the Central Government on
Fulfilling Corporate Social Responsibilities®

Regulation on Management of Foreign
Contracted Projects®

A Guide on Sustainable Management and
Utilization of Overseas Forest by Chinese
Enterprises?

Interim Measure on Supervision and
Administration of the Assets of Central
State-Owned Overseas Companies®

Requires Chinese overseas companies engaging in logging/

silviculture to preserve high-value forests and endangered
species; sets up monitoring systems and consults with local
communities.

Emphasizes the importance of CSR for Chinese SOEs and

requires SOEs to take measures for making sustainable
profits. Social responsibility is defined broadly as product
safety, resource conservation, technological innovation,
employee rights, and public welfare. SOEs are asked to
establish a communication mechanism to engage
stakeholders, disclose CSR activities and publish CSR
reports on a regular basis.

Regulates overseas contracted companies in the fields of

production safety and unfair competition. Although the
object of the regulation is limited to the domestic parent
company of the contracted engineering company, it is also
binding on its overseas subsidiary.

Guides Chinese companies to rationally manage, utilize and

protect overseas forests. Further standardizes the
management of forest resources as well as the wood
processing and utilization activities of Chinese companies in
foreign countries, and enhances self-regulation within the
industry. Promotes the legitimate, sustainable management
and utilization of global forest resources and related trade
activities.

Requires Chinese SOEs to strengthen the administrative

assessment, supervision and evaluation of Chinese overseas
subsidies. SASAC will regularly supervise, audit and inspect
the operation and management of Chinese overseas
companies.
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Sept. 2012 China International Contractors Guidance on Social Responsibility for Chinese ~ Aims at seven core issues of quality and safety, employee
Association and International International Contractors’ development, owner’s rights and interests, supply chain
Cooperation Department of management, fair competition, environmental protection
Ministry of Commerce and community development, to request Chinese companies

to fulfil CSR, and clear the main points of social
responsibility management. The guidance refers to
international practices such as the UN Global Compact and
the ISO 26000 Guide.
Feb. 2013 Ministry of Commerce and Ministry of ~ Guidance on Environmental Protection in Foreign Encourages all Chinese companies operating overseas to
Environmental Protection Investment and Cooperation® conduct environmental impact assessments, develop
mitigation measures, and work with local communities to
identify potential negative impacts of the investment.
Sept. 2013 Ministry of Commerce Norms on Foreign Investment Cooperation in the Proposes to establish relevant departments such as a foreign
Field of Competition” investment bad credit record system. In the case of unfair
competition behaviour, companies will not enjoy national
support policies for three years. Requires Chinese overseas
companies to adhere to the principle of mutual benefit and
common development, establish and improve the scientific and
standardized project decision-making mechanism and quality
management system, attach importance to environmental
protection, safeguard local labour rights, and actively
participate in local public welfare undertakings.
Dec. 2015 China Chamber of Commerce of Metals, Guidelines for Social Responsibility in Outbound Regulate CSR activities of Chinese parent companies that join the
Minerals and Chemicals Importersand ~ Mining Investments' CCCMC during mining investment. They do not cover overseas
Exporters (CCCMC) legal entities that are registered in the host country in the form of
joint ventures, shares or acquisitions. Encourage Chinese
companies that invest overseas to pay careful attention to labour
issues, environmental protection, supply chain due diligence,
and human rights concerns.
June 2016 Ministry of Commerce Guidance on Safety Risk Prevention for Chinese Encourages building of risk and responsibility awareness of
Overseas Companies’ Chinese overseas companies, improving the quality of
expats, improving local employment, respect for local
culture to avoid conflict with local communities, and
avoiding bribery activities, etc.
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Table 1 State-led Initiatives regarding the Overseas CSR Performance of Chinese Companies (cited at Section 2.4)  (Continued)

Time Issuing Agency Policy Name Main Contents

Apr. 2017 Ministry of Environmental Protection,  Guidance on Promoting Green One Belt One Makes detailed arrangements for strengthening exchanges and
Ministry of Foreign Affairs, NDRC, RoadX publicity, safeguarding the ecological environment of
and Ministry of Commerce investment activities, establishing a green cooperation

platform, improving policy measures.

Source Compiled by author.

Notes (all in Chinese)

2 ‘Guidance on Sustainable Overseas Silviculture by Chinese Overseas Companies’ (41 [E i V355 41 A KRS AR M KT & $6 7 ), available at: http:/www.mofcom.gov.cn/aarticle/
b/g/200712/20071205265858.html.

b “Guidelines to the State-owned Enterprises Directly under the Central Government on Fulfilling Corporate Social Responsibilities” (3¢ Tt e sl JE 4T 4 2 FALHIIE S &
), available at: http:/www.sasac.gov.cn/n103/n85881/n85921/c969197/content.html.

¢ ‘Regulation on Management of Foreign Contracted Projects’ (X 4ME AL T F2E #L 245)), available at: http:/www.gov.cn/gongbao/content/2017/content_5219165.htm.

4 ‘A Guide on Sustainable Management and Utilization of Overseas Forest by Chinese Enterprises’ (7' AVIZANRM AT 425 FIHT5R), available at:
http:/www.mofcom.gov.cn/aarticle/b/g/200904/20090406191363.html.

¢ ‘Interim Measure on Supervision and Administration of the Assets of Central State-Owned Overseas Companies’ (4 £k 35 4h E A 75 7= B & B2 17 731K), available at:
http:/www.gov.cn/flfg/2011-06/24/content_1891821.htm.

f<Guidance on Social Responsibility for Chinese International Contractors’ (%} #h & T F247 Wik £ 34145 31), available at: hetp:/www.mofcom.gov.cn/article/b/bf/201302/
20130200039930.shtml.

& ‘Guidance on Environmental Protection in Foreign Investment and Cooperation® (X 7MZ % G 1EIREE A7), available at: http:/www.mofcom.gov.cn/article/b/bf/
201302/20130200039930.shtml.

b “Norms on Foreign Investment Cooperation in the Field of Competition® (FITEN M5 ¥ A 4R35 44T 9 IHLE), available at: http:/www.mofcom.gov.cn/article/b/g/
201309/20130900322914.shtml.

! “Guidelines for Social Responsibility in Outbound Mining Investments® (7 [EXt 4 3% B AT AV -2 F74E35 51), available at: http:/www.csr.gov.cn/article/policies/ind/
201709/20170902652964.shtml.

I “Guidance on Safety Risk Prevention for Chinese Overseas Companies’ (1 [ Ak 4 22 4 KU BT V45 55), available at: hetp:/www.mofcom.gov.cn/article/i/dxfwi/gzzd/
201606/20160601345155.shtml.

K ‘Guidance on Promoting Green One Belt One Road’ (JcTFHEfbgkea«—— @i M15 T2 M), available at: http:/www.mep.gov.cn/gkml/hbb/bwij/201705/
t20170505_413602.htm.
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