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Abstract

This thesis provides an in-depth and detailed ematian of China-EU relations between
2001 and 2013. Specifically, it investigates thkatmration on Climate Change and
Renewable Energy between China and the EuropeamUlhideparts from the conventional
academic literature in the field, which has tregat-European relations as bilateral ties
between Beijing and Brussels, as well as betweenaCind the national capitals of the EU
member states. Instead, it studies Sino-Europdatiores by focusing on individual
institutions and corporate organisations. To adhiéns, this thesis investigates the foreign
policy formation and execution process in Beijiligpffers a detailed examination of the
relations between elements of the Chinese CommRBaisy, as the ultimate decision maker,
the Chinese governmental institutions and the Gairt@mpanies involved in renewable and
climate sectors. It analyses the extent to whi@ngles in foreign policy priorities and the
growing numbers of players involved in Beijing'ségn policy making process have altered
China’s EU policy. It also investigates individw@adtors on the European side. In particular, it
focuses on whether the European actors recognasegel in China’s foreign policy agenda
as well as whether they have responded effectieebpifts in the institutional balance of
power in Beijing. It uses Sino-European collabanagi on Climate Change and Renewable
Energy as case studies to answer the key reseaestian “To what extent are China-EU
relations pre-dominantly determined by the inteyedta diverse range of foreign policy
actors?” It thus identifies who shapes the barggipirocess; on which policy each actor
bargains with, and the outcomes of the relevargdaing process. The thesis was conducted
using qualitative research methods, especiallygelaumber of in-depth interviews, many of
them with members of the commercial and politidiéeand drawing the secondary sources
to corroborate the interview results.
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Chapter One: Introduction:

Introduction

This thesis will provide an in-depth and detailedesssment of China-EU relations between
2001 and 2013. Specifically, this thesis will intigate collaborations on climate change and
renewable energy between China and the EU to artk@enain research question “to what
extent China-EU relations are pre-dominantly debeeoch by the interests of a diverse range

of foreign policy actors?”

By doing so, the research aims to address thecsimonigs of the existing literature, which
has predominately assumed China to be a monoétidccoherent actor when engaging with
the EU. By adopting a Chinese perspective, thisisheill contribute to the current debate on
Chinese foreign policy towards the EU, a subjedttvinas not been fully explored in the

European academia.

It will depart from the conventional academic lgerre in the field, which has treated Sino-
European relations as a combination of bilatees tietween Beijing and Brussels and
between China and the national capitals of the Ethber states (MS). Instead, this thesis
will focus on elements of the Chinese Communistyf@&CP), individual Chinese and

European institutions, and corporate organisatitom China and Europe.

To achieve this detailed examination, the thesisprovide a hypothesis as “the
developments of China-EU relations are not onlgeined by the political willingness of
the two sides; but also determined mostly by shifigriorities in their foreign policy agenda
and the outcomes of the bargaining process invdbyeelevant actors”.
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In order to test this hypothesis, the thesis wNiastigate the foreign policy formation and
execution process in Beijing. It will examine théent to which shifts in foreign policy
priorities and the growing number of players invemlvin Beijing’s foreign policymaking

process have altered China’s EU policy.

It will also examine individual institutional an@mporate actors from the European side. It
will assess whether the European actors recogheeges in Beijing’s foreign policy agenda
and whether they have responded effectively tehhiis in both policy agenda and

institutional balance of power in China’s extera#hirs decision-making mechanism.

This thesis will draw on case studies from the Stowopean collaborations on Climate
Change (CC) and Renewable Energy (RE) to obsedaaalyse this ‘actor-oriented’

foreign policy formation and execution process.

There are three main reasons why this thesis featsempirical investigation on China-EU
collaboration on CC and RE. Firstly, China andBtehave highlighted cooperation on these
areas as a key component of their so-called “Cohgmgive Strategic Partnership”.
Combating climate change and carbon emissions lies@me some of the highest priorities
for the Chinese leadership. This is an area wlner&U is able to claim it has championed
the global climate change regime. The EU intend¥rdov on its foreign policymaking

capacity to encourage and influence China to ppdion in global climate diplomacy.

Secondly, due to the nature of environmental digloynit intertwines into a wide array of

policy domains such as energy, transport, econoamdgoreign policy. It is therefore an
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area where different institutional actors competegreater influence and shape the policy
outcome. It will provide a perfect analytical sceador the researcher who wishes to

produce an “actor-oriented” foreign policy analystsount.

Last but not least, CC and RE are two areas whaitgcpl and business interests are heavily
overlapped. This process of interaction has bgeartecular striking feature of China-EU
relations, as economic ties are the backbone ofphaetnership. Using these case studies
allows the author to further investigate the inl@ydoetween politics and business under the
framework of Sino-European relations. Despite thpdrtance of this interplay, it is an area

has largely been overlooked by the existing liteet

By testing the hypothesis, this thesis will identitho shapes the bargaining process; on
which policy each actor bargains with and the oones of relevant bargaining process.
Given the opaque nature of the Chinese foreigrepaecision-making process, this thesis
will employs qualitative research methods, withdepth elite interviews, triangulation of
information amongst media sources and official doents widely utilised throughout each

chapter.

With a strong focus on individual foreign policytais, both institutional or corporate, this
thesis will adopt a process-oriented Foreign Pofoglysis to examine China-EU relations.
In particular, it will draw on the existing litetae of Bureaucratic Politics Model (BPM) and
Fragmented Authoritarian Model (FAM) to interprieétsubject. Throughout the thesis, each
chapter will demonstrate many compelling reasondgitise BPM and FAM to analyse Sino-
European relations. Unlike some existing literattines thesis does not take a holistic

approach to analyse their partnership with IR gréwedries. Instead, it aims to prove that
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each individual participant in their partnershipesys a vital role in determining the outcomes

of those partnerships.

Beyond the proposed theoretical approach, thisshal also make a good attempt to enrich
the studies of China-EU relations form several eiogli perspectives. It aims to provide a
detailed examination of the relations between efgmef the Chinese Communist Party
(CCP), as the ultimate decision maker, and Chigesernment institutions. By examining
CCP-government relations, it will also reflect gfenges in the CCP’s domestic priorities

and how such changes will largely impact upon thitssin China’s external affairs agenda.

This thesis will not only constrain its researchEeto the Party-government relationship. It
will also investigate the interactions between@@P and State Owned Enterprises (SOES),
and the bargaining process between central goveriahgepartments and SOEs when they
come to deciding certain collaboration projectdwtiite EU. It will demonstrate the extent to
which SOEs utilise their own expertise to shapectiiaboration agenda between Beijing,

national capitals of MS and Brussels. It will afsay great attention to relations between the

provincial government and large private owned quises (POES).

This pair of relationships is a new subject of dethacademic research in regards to the
Sino-European relations and Chinese foreign pafiggeneral. None of the current literature
in the field has focused upon this particular panghip. Given the ever increasing direct
investments in Europe by Chinese POEs, their aietsvand economic well-being will

gradually become a source of influence on Beijiryerall foreign policy agenda.
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Meanwhile, this thesis will also examine the EUdigy making process on its climate
diplomacy towards China. Specifically, it will instigate EU institutions, the MS and the
European corporate sector’s responses towardsuahyefragmented and complex policy
making process in China. It intends to illumindtattChina-EU relations are better described
as multilateral partnerships, and their relatiomslkeeing shaped by many equally powerful

foreign actors.

Beyond this introduction, the introductory chapel firstly analyse the existing literature to
examine what has been written and identify whataiamnder-studied aspects of China-EU
relations. It will then outline the analytical framork of the thesis and explain the
importance in this thesis of utilising both BPM &M to investigate Sino-European
relations. This chapter will then explain the sigaince of studying the collaborations on CC
and RE between China and Europe, and how suclhestudli contribute to current research
on Sino-European relations in general. Finallwiit present the research methodology for

this thesis.
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Section 1.1: Literature review on China-EU relatiors

China-EU relations have been relatively understlichecomparison to Sino-US relations.
Since China accession to the WTO in 2001, growing numbeiRafcholars and China
experts have begun to focus on the developmemiations between China and Europe.
By 2003, China and the EU declared tt{f€omprehensive Strategic Partnershyphich

triggered increasing interest among academics.

The reason why | refer ticuropé instead of'the EU is because existing scholarly
works have specifically focused on Chmhilateral relations between large member
states (MS), as in such articles as Eberhard Shndgleis, “Chinds Diplomatic
Relations with the States of Eurdpe 2002 and the recent Joern-Carsten Gottwald
article on“Europe and China: Convergence, Politicisation asseftivenessn2009,
which concentrated on the impact of the financisi€ upon Ching relations with large
MS, and Ireland (Gottwald,2009; Sandschneider, p0lere is also an overwhelmingly

array of articles assessing Chmeelations with Brussels.

However, as Michael Yahuda pointed out in one sfdarliest China-EU articles, any
comprehensive observations on China-EU relatioes b@ consider both the role of
Brussels and policy inputs by the national capibéls1S. This type of multi-actor
analysis “would make the study of the China-Eurggation[s] a compelling case to [re-]
examine China’s relations with some of the most-esiablished regional
organisations”(Yahuda, 1994: 24). Such views ase athoed by Feng Zhongping, who
is one of the most prominent experts on China-Eeirefations in Beijing (Feng, 1998:

2).
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According to my literature survey, the currentrétieire on China-EU relations has given
overwhelmingly strong emphasis to the outcomestcyresults of their relations. Yet,
there has been very limited scholarly works focgsin the process of formulating either
Chinds EU policy, or the El$ China policy. Therefore, this thesis intendsitdife
literature gap by instigating a focus on the preadgoreign policy formulation. In
particular, this thesis will investigate the Chiedsreign policy making process from a
position which is in contrast to the conventionédom that assumes China is a
monolithic entity; and that its foreign policy magiis a straight forward top down

system.

The current literature on China-EU relations fosuse two key questions. Firstly, should
the EU be considered exclusively as a civilian/regiwe power when it engages with
China? Secondly, does the China-EU strategic pattie declared in 2003, have much

validity?

This thesis will be investigating the existing td&ure on China-EU collaboration on
climate change (CC) and renewable energy (RE).elTaer two relevant academic
articles devoted to this specific topic. The fissby David Scott; Environmental issues
as a strategic key in EU-China relatignehich was published in 2009 (Scott, 2009).
The second was written by Jonathan Holsl@dinds Scepticism of Clean Energy
Champion Europe(Holslag, 2010). In addition, a substantial pdra chapter in a book
written by Wang Bo'Bilateral security relations between China and Rdrdeals with
this topic. They reveal several technological detand programmes supported by the

European Union to China. They have also examine@dthievements of China-EU

17



collaborations so far, and have indicated the abetahe two sides have encountered.
But all three authors have paid little attentionite roles of European and Chinese

companies, as well as European national governnre@kina-EU cooperation.

1. Strategic Partnership Debate literature review

Current literature has also challenged the validitZhina and the EU establishing a
strategic partnership. Scholars have attempteddeceas two questions: firstly, what
China and the EU mean by a strategic partnershigpsacondly, what policy instruments
both sides have utilised to achieve a strategimpeship? In doing so, the current
literature has examined official documents andoastitaken by both sides to understand

what happened operationally to establish and presestrategic partnership.

Yet there is not any clear definition of wHatstrategic partnershipepresents. This
concept can be draw from my discussions with PsaieShaun Breslin and James
Moran, the then director at the Commission DG Ré&agt Asia unit. A strategic
partnership requires both parties to have: tramsplgrdefined common interests and
objectives; these objectives must be long-termtidiaiensional with a tangible
operational plan; they need to have a global visioa distinctiveness that cannot be
achieved with third parties. The existing literatinas examined the objectives and
practices within théChina-EU Strategic Partnershigheir conclusion is that the
declaration of a strategic partnership has nosteaed into a substantial action plan. Both
Beijing and Brussels have few clearly defined comrabjectives. They have also shown
serious mutual misunderstandings and have takerdewarete actions to establish a

genuine strategic partnership.
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Most scholars in the field have paid great attentwofficial papers. They carefully
observe words such as multilateralism, shared salkmed democracy, and how such
critical terms have been interpreted differentlypfficial documents from both sides.
Some scholars, such as William Callahan has maaafive assessments on the various
usages of these words, which revealed differentvi@ver the meaning 6$trategic
partnershig.In September 2003, the EU's China policy papenata, “A Maturing
Partnership-Shared Interests and Challenges in Riba(Relation’ It suggests a
comprehensive international role for the EU andn@las‘the EU and China have a clear
interest in working together as strategic partioersternational scene to promote
sustainable development, peace and stab{lHZ, 2003: 7-9). However, most scholars
focus on analysing the paragraph below from thésEXhina paper:

“The stability and development of China itself k&eg concern to the EU the EU has a
major political and economic stake in supportingr@s successful transition to a
stable, prosperous and open country that fully exobrdemocracy, free market
principles and the rule of law. It should do itsnatst to support China's transition and
reform process. China should exploit to the full ElJ's experience of successfully
adapting the socio-economic system of the fornsertyalist access countries in Eastern
Europ€ (Ibid: 13)

They suggest that the EU exhibitomplacency to assume that China's economic
development will be accompanied by parallel pditidoeralisation, converging to the
European norms of political governah¢armstrong and Chen, 2010: 162). Within a
month, China's State Council responded Withe PRC, China's Europe Policy Pdper
October 2003. This has also paralleled with Chiadtiog its“Peaceful Risingstrategy

in autumn 2003. As Callahan arguésalk of strategic partnership aids the 'Elgroject of
crafting the image of Europe as a civilian powed & helps the PRC to construct a view
of China as non-hegemonic superpower, those natiaes reaffirm each sitkeimage of

itself and the othé&rCallaham, 2007: 785). While the Commission's papessed

“positive shared valuésvith China, the PRC paper insistédihere is no fundamental
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conflict of interest between China and the EU aeither side poses a threat to the dther

(State Council, 2003: 3).

Callahan carefully observes how Beijing engageh thié EC Paper byeflecting and
refracting the EC formulations in ways that nudd& €hina relations towards China's
policy priorities (Callahan, 2007: 787). He and others notice thelWaultilateralisni
beingused differently. For the EU, effective multilatiésen is not meant to imply multi-
polar balancing. Former DG Relex Commissioner BeRdrrero-Walder was clear when
he suggested thét is not the number of poles which counts. Ouronson

multilateralism is a world governed by rules creagaed monitored by multilateral

institutions (Ferrero Walder, 2005).

China's vision on multilateralism applies to thedie and economicsonly, the PRC
document suggests tHae trend towards world multi-polarity and economic
globalisation is developing amid twist and tdr(@FA, 2003:21). Narramore argues,
“China'’s approach to multilateralism falls far shajrthe EU style experiments in pooling
sovereignty and regulating affairs of M@®larramore, 2008: 97). Related to the word
"Democracy”, China emphasises thdt@spects diversity in the world and promotes
democracy(lbid: 24). It alters the EU's meaning in regamsldmestic reforms ttsafe
guarding national sovereigritflbid). From these qualitative analyses of official
documents, a careful examination shows that theserdents are carefully ambitious and
analogous to th&uture perfect verb tens€Callahan, 2007: 790). The two sides are still
unclear about what their common interests are amat they should do to improve

mutual understanding.
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Scholars have also conducted quantitative anatys&€zhina and the EU's official
documents to understand the validity of the stiatpgrtnership. Jonathan Holslag
employed a statistical methodology to seek: aréasutual interests; numbers of
priorities in which both sides have cooperated;dbgree of dispersion of priorities over
different areas of interests to measure the scogie@artnership. He fourfd statement
highlights 8.3 joint 'interests’, 'needs' and 'ssitees’, whereas it flags the need for
'dialogue’ and 'exchanges' 28.2 times, often avamnaas where common interests were
not clarified (Holslag, 2011: 296). He then counted all 186 aausf two official
documents and calculated by dividing all clausés five sectors. The result of
dispersion i$45.3 percent related to the economic sector arfuavity 8.6 percent to the
rule of law sectdr(lbid). Besides the calculations, Holslag also obs=e different usages
of words to describe these five sectors. The teamkeconomic sector tended to be settled
with clear policy objectivesthe wording in international security and policguse
remains limited to 'observing' and 'welcoming' estthan cooperation is agrédtbid:
298). The quantitative perspective therefore dlmonstrates a clear gap between the

two declarations and how it is translated into sattgal policy objectives.

2. China-EU Economics Relations literature review

Apart from examining official documents, the existiiterature also evaluates a strategic
partnership in practice. Such scholarly work asse#ise policies implemented and the
actions taken by both sides to establish, and iatain, this strategic partnership. It
investigates areas from trade relations to glabalicial regulations, and from arms
embargoes to human rights dialogues. Most anab@adude that the EU and China
have failed to establish a strategic partnershig EU aims tdencourage Chirs.

economic and social reforms and its integratioa gibbal economy(EC 2003: 3, 4).
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However, Brussels still rejects granting Chinlslarket Economy Status (MES). As
strategic partners, both sides have not achiewdeba understanding of their common
strategic purposes or shared security intereses Ehand its MShave no discernable
impact on the strategic and institutional balanicéne Asia-Pacifit (Godemont 2006:

56). Nor do they have direct interests in regissalurity.

It is economic ties that primarily determine Chigd-relations. China is the E&Jsecond
largest trading partner. The EU has also becomimgjar source of foreign direct
investment (FDI) to China, as well as a populaestment destination for Chinese
companies. Brussels and its MS are very enthusiabbut the promise of the vast
Chinese market. While, from China's perspective)dgranted a MES by the EU has

both direct economic benefit and strong politigahbolism.

The existing literature mainly focuses on the Hfssal to grant China's Market
Economy Status (MES), which is one of the majotadies preventing both sides from
becoming strategic partners in economic terms. I8chsuch as, Mathieu Remond and
Chen zZhimin devote either a whole journal artiadl@@ubstantial part of a book chapter
to discussing the issue (Remond, 2007; Chen& Amgtra010). They indicate that the
EU's refusal is principally due to the large tra@écit between the Union and China; and
the EU is attempting to use MES as bargaining keyerwhen it discusses disputes with

Beijing over the increasing barriers for Europeampanies to enter Chinese market.

The EU continues to ignore the enormous econonaigrpss China has made since
introducing market economy reforms in 1978, andeiad the EU continues to emphasis

that their refusal i%a purely technical manner, that is in the framewairkU's anti-
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dumping policy, China does not yet fulfil the nesay requirements to be granted the

statu$ (Remond 2007: 346).

The exported-oriented Chinese economy is a crueggdon why the EU still rejects
China's MES. As Stephen Green suggé€ibina's exports are much more diverse and
concentrated in manufactured goods, which is alpribfat threatens European firms
much moré (Green, 2004) Without accepting China's MES, the EU Commissian
launch anti-dumping cases against Chinese compuaitieselevant ease, than in a

similar case with a company from a state that lr@asdy become a market economy.

Brussels also suggests that the Chinese governntentenes too much to prohibit
European companies from operating in China. Intadto this, a lack of transparency
and weak corporate governance contribute to thereavhy China is not categorised as a
market economy. The Commission has used four midaria to exclude China from a
designation as a market economy. They are’lével of governmental intervention;
implementation of transparent company law; effexpvoperty right protection; and

transparent financial sector with adequate supervi¢gEC 2004: 6).

For those who are familiar with the structure ahdracteristics of the Chinese economy,
it is impossible to reduce the level or to elimanatate control in sectors such as banking,
energy and utilities. China suspects that the E&Jdwdiberately set up these four criteria
in order to bargain with the Chinese governmemjaio broader market access. This is
particularly the case after the 2007 global finahcrisis. According to a survey |

conducted before | began research for this thB3k of the 207 European companies
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operating in China surveyed were concerned abaudrtainty in the business
environment and the ongoing regulatory unpredittglifRoland Berger, 2010: 5).
European optimism in the overall economic climaie heen dampened dramatically by
concerns about regulatory interference. We now haask the question: in whose
benefit is the EU making such decisions? The ctiaeademic literature provides us
with little related to Chinese governmental integfece with European direct investments
as well as government regulations on "the levdébcdl content”. The author will offer a
detailed examination on the extent to which nonketaoriented barriers have

undermined Sino-European trade relations in Chapteze.

3. China-EU Political Relations literature Review

According to the criteria used to determine striategrtners, the partnership should be
multi-dimensional. This part examines the curréetature that focuses on
political/security issues between China and the Bi¢ arms embargo is probably the
single biggest obstacle to China-EU relations. &kisting literature extensively
discusses the failure of the EU to lift the arm$ango. Scholars such as Nicola Casarini,
Chen Zhimin, Terry Narramore and Axel Berkofsky cemntrate on two points related to
lifting the arms embargo. Firstly, the refusalifbdrms the embargo is deemed to be
political discrimination towards China and whickerts China's great power status. This
originates from the lingering victimisation sentimevidely acknowledged within
Chinese FP analysis (Berkofsky, 2006; Casarinif2@hen&Amstrong, 2010;

Narramore, 2008).

Secondly, the failure of the EU to agree to angtof the arms embardoeveals a

complex, multi-level bargain over interests at detite regional and international levels
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(Narramore 2008: 98). Within the Union, Brusseld tadeal with the disputes over this
proposal amongst the 28 MS. These divisions digpldlye EU's inability to speak as a
single voice. At the global level, the EU faceceimde pressure from Washington which
sought to maintain its own strategic interests la@gemonic status in the Asia-Pacific
region. More importantly, they helped the Chinesariderstand that the EU was not
capable of being a strategic partner with whichhallenge US hegemony at both the
regional and global level. THaew strategic axigScott 2007: 204, Tombaugh 2004

192) is therefore non-existent.

Lifting the arms embargo would be "a political aecessary for moving beyond Cold
War thinking" (Casarini 2010: 123). It means whiltina has achieved great economic
and political transformations, is ready to retwrnhe international community and to
receive equal treatment. European leaders conclindedhe lifting would be mainly be a
"symbolic gesture” (Ibid: 127) to show that the &t its MS were keen to develop
amicable relations with China and to deepen the@wdc ties of the two sides. The EU
and its MS have no intention of exploiting the hpgéential if the Chinese defence
market. However, while it is true that Chisaefence market is vast, it remains unclear
how much the European defence sector could gam fnditary procurement by the

PLA.

Scholars have also analysed the role that the B\ ph this so-called China-EU strategic
partnership. David Shambaugh suggests that the Ebla@xis was a joint effort to
"constrain American's power and hegemony" (Shanb2005: 246). The key problem
with this interpretation is that the EU does natyp vital role in the Asia-Pacific region.

Some even suggest that the EU has an incentivedaitle on the US security umbrella
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in the region in order to ensure its economic Egés in China and other Asian countties
(Archick et al 2005: 4-11, Grimmett and Papaderoatd005: 9-10, Sandschineider

2006: 45, Tang 2005: 319, Casarini 2010: 131-1Z8r&nore 2008: 100)

Internally, the EU MS dispute whether to lift thens embargo. The decision has to be
made by all MS at the European Council under theai@on Foreign and Security Policy
pillar. The European Council in 2003 reached unéyito open the discussion on the
proposal to lift the embargo. Initially, countriggt strongly emphasise normative values,
such as Netherlands and Denmark, had some seaissdon lifting arms embargos.

Yet, they decided not to break the consensus amotigsr MS in order to avoid any

market entry refusal and commercial reprisal froeniBg.

By 2005, the Council finally rejected the propasalift arms embargos to China. One of
major reasons for such a lengthy discussion andteakrefusal is due to strong
oppositions from the US and even stronger oppeosftam newly admitted East

European MS.

Brussels found it very difficult to overcome théeimal divisions and the security
interests of the US were not easily challengedchdes, then, the China-EU strategic
partnership is just wishful thinking, which doeg go beyond rhetoric from both sides.
The Chinese government is disappointed by the libabf the EU to be an effective
global actor on political/security issues. The @sie have therefore learnt a stern lesson
that“the EU does not need to be taken seriously asayfoand security policy actor

with the influence and capabilities to threateriargl security (Berkofsky 2006: 108).

! Discussions were made with several scholars ab8ed Global Seminar Session 476 in December 2010.
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Yet as one scholar contended, one must not ovetlmkxisting strategic collaborations
between China and the EU. For example, “Sino-Ewnm®operation in Galileo, the
European satellite system alternative to the Ana@riGPS, is still viewed by Beijing as a
major element of their strategic partnership” (Cesa2010; 192). Such detailed and
valuable cooperation between the two sides shaetitb@ ignored in studies of China-EU

relations.

4. Climate Change Literature Review

China-EU collaborations on CC and developing rerdgvanergy have emerged as a new
topic of interest to scholars. However, given thia new topic, few journal articles and book
chapters have yet been written. From the bibliogi@purvey, | have found fewer than
twenty journal articles which are fully focused this topic published between 2010 and
2015. A handful of detailed assessments on the togore been made by top think tanks. In
addition, a substantial part of a book chaptertemiby Wang Bo addresses this topic.
Scholars specialising in China-EU relations sucNiasla Casarini, Chen Zhimin, John
Armstrong, and others have written short paragraptisn book chapters and journal
articles stating the importance and developmentkisfcollaboration (Armstrong & Chen,

2010; Casarini, 2010).

All existing works have assessed the achievememntsaddressed the obstacles of
collaborations that have already occurred. Howewere are two crucial aspects of China-
EU CC partnerships which have not been thorougkdyrened by the current literature.
Firstly, almost all existing works treat China asanolithic and unitary entity that conducts

its climate diplomacy with the EU based on ratiottadice and careful policy
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implementation. Very few scholars noticed thatcbmplexities of decision making in
Beijing’s foreign policy could undermine the prostgeof further CC collaborations.
Therefore, this thesis intends to make a modesgtibation to disentangle this particular and

yet crucial decision making process.

Secondly, the existing literature lacks a thoroagbessment of the roles of European and
Chinese companies in collaborative partnershipgk&the areas of traditional military
security collaborations, climate diplomacy allowsl@r participations from corporate sectors
and civil societies in the agenda setting procassimeven shaping policy outcomes. The
author aims to fill the literature gap by examinthg extent to which both Chinese and
European companies determine the substances ofd@eand RE collaborations and how
corporate actors interact with the governmenttuistins to shape the Sino-European CC

partnership.

Based on the literature survey, the existing liteattempts to answer three key questions;
firstly, whether China and the EU have establisthedso-called 'strategic partnership' on CC;
secondly, to what extent will the EU and its MS é&f@reconomically from engagements with
China in developing renewable energy; and lashbuteast, to what extent China's
increasing awareness and development of renewabtgis a result of the EU and its MS'

engagements?

Most scholars concur that the success of numesmisical collaborations do not
substantiate the so-called China-EU strategic pestnp on CC (Holslag 2010; Lee, 2012,
2013; Romano, 2010:17, 22; Scott, 2009; Torney,20023, 2014). They argue the EU and

its MS face a dilemma between advancing commeirtiatests and crafting the Union's
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image of being a clean energy champion which woedgiire it to teach China technical

know-how.

Some scholars, such as Romano and Casarini, subgesite Sino-European CC partnership
departs from the conventional military security getion, and shifts to focus on
transnational challenges that go beyond traditiomatary threats (Casarini, 2009, Romano,
2010: 12). The two sides have instead focused @fsthit sides of security”, which include

combating global CC. (Balies and Wetter, 2007: 178)

The literature acknowledges that the lack of letlial Property Rights protection in the
Chinese renewable market has become a major obgtastenting further CC collaborations
between China the EU. They also doubt that the Hlbe willing to transfer technology to
China and thereby sacrifice its short-term comna¢roterests (Holslag, 2009:225; Lee,
2012: 24; Romano, 2010: 17). Brussels and its MSrastrated by the ever-growing
protectionism within the Chinese domestic markée Thinese government procurement
policy requires State owned enterprises (SOEs)hvaiie the major consumers of European
renewable equipments, to purchase products that daertain percentage of local content.
This policy barrier has made European renewableufaaturers less competitive when they

export renewable equipment to China.

Nevertheless, China has rapidly developed its @mewable energy sector. This may lead to
the disappearance of tfieacher-pupflrelationship between the EU and China or, indeed,
even a reversal (Lee, 2012: 31). Such tremendmgrgss made in China's own renewable
sector has resulted in its European counterpadsieg less attractive in the global market.

As both Holslag and Scott suggest, "there is agigension between European commercial
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interests and environmental concerns with the nodwehina from a consumer market to a

key competitor with international reach" (Ibid; $c2009 325).

In particular, Holslag, Romano and Runge-Metzgail\yae the different approaches to IPRs
protection and technology transfer between Beigind Brussels. They argue that China and
the EU do not share the same view of technologicaperation. While China encourages a
“centrally-planned” approach, including a singladand a single executive body at the
multilateral level capable of directing internat@bmechnology policy and focusing heavily on
IPR, the EU still relies on a “decentralised” aparie, namely preferring the market and
market-based mechanisms to promote technologyfétan@lolslag 2010; Romano:2010;

Runge-Metzger, 2010).

As one scholar observes, the commercial gains fnmviding technology transfers to China
remain at a modest level. "For each hundred Euregmmorted clean energy goods, the EU
spent about 95 Euros in energy-related aid prdjéelsislag 2010: 122). Brussels believes
that it should protect its technology through emsuthat IPR is valued as "a tradable good
which China has massive foreign reserve to paydibrer than being given free through
charity and environmental-friendly generosity” (klaly 2010: 116). However, it seems that
this so-called "tradable good" is becoming a majustacle preventing a deepening

collaboration between the two sides.

The existing literature supplies a large amourdedéil on recent collaboration projects
developed under the China-EU CC Partnership. Tholselarly works by Holslag, Scott,
Romano and Torney list in chronological order whad how these collaborations have

evolved, and also the amount of funding providedBhyssels and EU MS (Holslag, 2010;
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Scott, 2009; Romano, 2010; Torney 2013). Accordingolslag's research, "between 2000
and 2008, MS collectively spent 238 mn Euros orweble energy related projects in
China" (Holslag 2010: 120). The major contributaere Germany, Spain, Denmark and the

UK, all of which had well-established renewablergyesectors.

Despite numerous projects and sufficient high eggare on climate collaboration with
China, the literature questions whether the EU ablk to wield its "soft power" to become a
global champion in addressing CC and be at thértoreof developing clean energy
technology given its internal disputes over carbomnssion reduction targets (Holslag 2010:
115; Lee, 2012: 27; Romano, 2010:17, 22; Runge-t6£t2010; Torney, 2013; lbid, 2014:

129).

Romano contends that the Sino-European CC paripeesnains as “an Asymmetrical
Bilateralism” which derives from various characséds of overall China-EU relations
(Romano, 2010: 1). She argues that the partnebstypeen Beijing and Brussels involves a
nation-state and a confederation of nation-statds s@me significant divisions amongst
member states. Such disparity offers China a chafidealing with the EU directly, or
dealing with individual member states accordin@éging’s own preferences. As can be
seen in other aspects of Sino-European relatiomsiathas often adopted a “divide and rule”
approach for the purpose of achieving its own pabiojectives. Such an approach can only

undermine Brussels’ external image and the prospgeapeak with one voice.

Noticeably, other scholars such as Holslag, LeeTandey also echoed the view of Romano

(Holslag, 2010; Lee, 2012; Torney, 2014), concgrtimat the lack of horizontal and vertical
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policy integration is a major predicament for tHe & attempting to demonstrate its global

leadership on CC, as well as pursuing further bollations with China.

In addition to lack of policy integration, some laoits also argue that the EU lacks
“Institutional capacity” to understand the comptees of the decision-making process in
China’s climate diplomacy (Lee, 2012; Torney, 202314). They disagree with Romano’s
view of China as a monolithic and unitary stateevehpolicy has always been conducted
with a top-down approach. As Lee points out, “agstions of a monolithic China that
always acts rationally can be misleading, as Chinahsensual decision making system has

to balance a wide range of domestic, sometimedictad, vested interests” (Lee, 2012: 30).

Torney conducted several in-depth interviews iniBgiand Brussels and concludes that the
EU has little institutional and personal capaaityngaging with an equally complex
decision-making mechanism on climate diplomacy éfjiBg (Torney, 2013, 2014). Such
incapacity has therefore become another hindranparsing their collaborations and

upgrading their collaborations to a more stratégyrel.

Several authors hint at the complexities of deaisimking system in Beijing in relation to its
climate diplomacy agenda. Yet, none of the authax® so far conducted a thorough

analysis of the policymaking process of China’snelie diplomacy towards the EU. Nor did
they identify who are the vital stakeholders thetse the final policy outcomes. Therefore,
this thesis will fill this literature gap by offery a comprehensive assessment of the particular

decision-making process of China's climate diployrtagvards the EU.
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Another noticeable literature gap is the lack artugh assessments of the roles of both
Chinese and European companies in determininguteames of the Sino-European CC and
RE collaborations. As discussed in the introductabimate diplomacy has had an expansive
nature involving both state and non-state actorpalticular, climate technology innovation
and IPRs protections are twin areas where relex@npanies have played an indispensible

role, in both China and the EU.

Therefore, one should not ignore the interacticetsvben companies and relevant
governments as well as the impact those compaeigsrgte on the climate diplomacy
agenda amongst Beijing, Brussels and national alapf related MS. By studying their
collaborations, scholars could examine the extenthich either Chinese companies or
European companies influence overall collaboragpiams. It is in this sector that commercial
interests have become closely intertwined with EWdBfectives. The pressure and persuasion

from these companies on Brussels and Beijing shootidhe ignored.

According to the author’s literature survey, sch®keldom refer to the role of companies in
determining the Sino-European climate diplomacyndge even if some of them do so with
very minimum references to secondary academiatitee. They make their analyses based
on primary literature research, such as officialudoents as well as media sources. It is an
indication of how little this area has been studiedar. As a result, Chapters Five and Six
attempt to add to the modest existing literatureliggussing the interaction between each
government institution and their corresponding oaae actor in facilitating the Sino-

European collaborations.
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In addition, one must admit it is very difficult &ssess the roles that companies and national
governments have played unless the author is atpeactitioner in this area, or has closely
worked with these companies and national governsndiite author is a junior researcher on
this topic, and so will be able to fill in sometbese literature gaps as a result of her previous
professional experience working with a large nunddéturopean utility conglomerates and

some of the most prominent Chinese energy SOEs.

To conclude, this section has reviewed the exiditatature on China-EU relations. The
literature agrees that Beijing and Brussels remaiiear on their concrete objectives and
purposed partnership. Neither side is sure whiditipe and actions to take to establish and
maintain this strategic partnership. Economic éiesthe backbone of China-EU relations.
But Brussels' refusal to grant China Market Econ@tatus, and increasing economic

disputes, have frustrated both sides.

In the political/security sphere, scholars havewlsed extensively why the EU is unable to
overcome its internal divisions and external presson its arms embargo. The strong
opposition from the US on lifting arms embargo tar@ shows that the EU cannot challenge
US supremacy in the region. Ultimately, both Chand the EU have to readjust their

strategic outlook towards each other.

Within the limited scholarly works on China-EU aioration on CC and RE, this thesis

aims to make an important contribution to an enmgydield.
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Section 1.2 The Analytical Framework and the Studyf China-EU

Relations

This section aims to provide a concise and coheneallytical framework to the thesis. One
can argue that the studies of Sino-EU relationgha@xaminations of relations between
Chinese foreign policy (FP) actors and their edenaEuropean counterparts. However, this
thesis does not want to offer a scholarly work titserves and analyses the traditional
bilateral state to state relations. Neither doeit to treat China as a unitary actor seeking to
develop relations with the fragmented European biifJ) nor its member states (MS) as

the current literature has.

Instead, this thesis aims to provide some insighitsBeijing's foreign policy (FP) making
process and to investigate the Sino-EU relatioms fa very different angle. This analytical
perspective will help to understand the key redegrestion ‘to what extent Sino-EU
relations are multilateral partnerships that ineamany equally powerful actors which shape

the outcomes'.

This thesis will retain its focus to individual &gn policy actors inside the Chinese foreign
policy decision-making process. Prior to outline #malytical framework, this section will
provide a brief schematic overview of the respectinles of the different institutions and
ministries in China’s foreign policy to the EU. $haould give some illustration for the later

chapters.

Like other domains of Chinese foreign policy, Chérfauropean policy making is no less

straight forward. As pointed out in the previoustgm, when the CCP leadership only sets
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the broader policy agenda, each relevant ministiesasked to provide policy proposals and

potential solutions to certain issues between Canththe other countries and regions.

For the China-EU relations, the Ministry of Foreffairs (MFA) and the Ministry of
Commerce (MOFCOM) are twin traditional FP actoia theal with China’s external affairs

with the EU. The MFA

The thesis will therefore analyse the Sino-EU retet from four broad perspectives. Firstly,
it aims to disentangle the relations between the€d® Communist Party (CCP) as the
decision maker, and the various FP actors whicludecbureaucratic and corporate actors.
Secondly, this thesis will investigate the bargagnprocess amongst various actors when
they try to shape the decision outcomes. Thirdiwili seek to explore the extent to which
Climate Change is one of the highest prioritiethwParty, and has triggered policy changes
and institutional reshuffles of Chinese FP maklmst but not least, it will observe and
investigate how Brussels and the MS have managaddpt and to respond to such changes

occurring in the Chinese FP making process.

Meanwhile, this thesis will pay great attentiorthe FP making process in China, and to a
smaller extent in the EU. Within the above fourgpectives, this thesis will seek to explore
the main drivers of Chinese FP and the domestircesuhat have induced changes in
Beijing's FP agenda. This thesis will also divide China thtee analytical units. These are:
the Chinese Communist Party (CCP); the Chinesergowental institutions at both the
central and provincial levels; and Chinese comaregardless of their ownership). Based

on these three analytical units and four broadyaical perspectives, | will explore seven
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pairs of relations, with case studies on Sino-Ellaborations in Climate Change (CC) and
Renewable Energy (RE) throughout this thesis. TBesen pairs of relations include:

1) the relations between the CCP and central govertahiastitutions;

2) between provincial authorities and large privatepanies;

3) between central governmental agencies and largesSOE

4) amongst various central governmental institutions

5) between the EU institutions and the Chinese cegtra¢rnmental institutions

6) between the EU member states and the Chinese lcgonernmental institutions

7) between the European companies and the Chinesalagonernmental institutions

For the last four pairs of relations, | will onlgdus on the institutions at a central
governmental level due to the restrictive lengtlthefthesis. These seven pairs of relations
are not static, nor are they isolated from eackroffihe shifts in one pair of relations will

inevitably cause significant changes to the otlaérspof relationships.

Beyond this introduction, this section will begmmdutline the analytical framework, and then
it will explain how these four analytical perspees are related to one other. This thesis will

also offer some preliminary findings to test thalgtical framework.

In recent years, there has been a trend of stu@dgerceiving China as a decentralised
and fragmented state, rather than viewing the #tateigh the conventional view of China as
a unitary and centralised actor. A number of salsplsuch as Shaun Breslin, Wang Jisi and
Jean Garrison have written and asKedo represents Chih@Breslin, 2009; Wang, 2011;
Garrison 2009)? As a result, the Fragmented Autlr@einism Model (FAM) has gained

popularity within the academic community that asak/ China political system. As
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Kenneth Lieberthal defined in 199FAM argues that authority below the very peak @f th

Chinese political system is fragmented and disgalhfLieberthal, 1992: 8).

A process of decentralisation in decision making ¢ecurred since the 1979 Economic
Reforms in China. As a result, there has beennglesbureaucratic body that has supreme
authority over the others when it comes to makieigain decisions. Bureaucracies and other
actors have utilised their expertises to gain acteshe highest level of the Party elites,
namely, members of the Standing Committee of tHelkRoo (SCP), to shape policy
outcomes according to their individual interesi&Mrhas been widely debated when
scholars study the process of Chsnaacro-economic policy making. As discussed is thi
thesis's literature reviews, scholars such as Liat@bson and David Lampton, have applied
FAM to analyse Chinese Foreign Policy in recentyédakobson &Knox, 2010; Lampton,
2006). However, there is a dearth of studies 0b-&b relations which use the bureaucratic
politics model and the FAM. By utilising the buoeaatic politics model and the FAM it is

to be hoped that this thesis will contribute to onderstanding of the field.

The FAM has focused on changes in the power digtab and bargaining process amongst
the various stakeholders when it comes to makinigicepolicies. Given the nature of the
Chinese political system, the Chinese CommunidiyPas performed an omnipresent role,
in every aspect, in all kinds of policy making. Téfere, it is also of heightened importance
to examine the relationships between the Partii@sitimate decision maker and the various

institutional and corporate actors in the procdstetermining Chinese FP.

Based on research conducted for this thesis, tataeship between the Party and various

actors are neither static, nor top-down . Ratlmer Rarty has given authority to different
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institutions to provide information to assist demmsmaking as well as to implement policies.
Each institution has subsequently managed to eltilisir expertise to assist decision making

to extend their influence in the Party further.

The case studies selected for this thesis willdegldo explain the relations between the Party
and various actors which involved in the Sino-EWlatmrations on Climate Change (CC),

and Renewable Energy (RE). These two policy donmaave been given the highest

priorities in the CCP. They are also both domirgthina's domestic and foreign policy
agendas. As will be explained in later chapters,GREPs growing legitimacy has shifted

from its ideology to its problem solving capaciBnvironmental politics have become one

the most prominent and most pressing test caséBdd@CPs problem solving skills.

Like any other policy making processes in Chinapners of the SCP and the State Council
generally set key strategic guidelines or long-tpofticy goals, however, more specific

policy measures are mostly made and implementddeéoyarious governmental agencies and
corporate organisations. As a result, there aregpetimg stakeholders with vested interests

ready to play bureaucratic politics.

In the context of Chiria environmental policy, and its collaborations vitie EU, the actual
policy outcomes and areas of collaborations aredbelts of a balancing of interests, and
bargaining, amongst a number of stakeholders. thiesis will examine how bureaucratic and
corporate actors in China have managed to trangiatPartis broad policy guidelines into a

specific set of policy measures which fit with thewn individual interests.
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Related to the Sino-European relations, China’gBlity covers a wide array of policy
domains as can be seen in the most recent “EU-CiR@ Strategic Agenda for
Cooperation” from the traditional sphere of tradd amvestments to newly emerged
urbanisation, climate change collaboration andllegiaboration (EEAs, 2013). This
broader policy spectrum has provided a myriad g@oofunities to the relevant government
departments in Beijing to offer their own expertiseshape the agenda of China’s EU policy.
In some occasions, overlapping policy responsiediand conflicts in departmental interests
have become frequent occurrences. It is therefdsgst to the CCP leadership to decide

which policy options it will adopt.

For example, both NDRC and MOST are main stakehsldied agenda setters for China’s
Climate diplomacy to the EU. The former is to emestine overall coherence of China’s
climate policy in line with the industrial and eggmolicies while the latter is to oversee the
scientific rationales and developments of Chinéireate technologies. Based on my own
preliminary research, conflicts often arise betwiem departments when the EU initiate
major CC collaboration projects with China. The NDRould almost certainly take in
charge of budge and the contents of the collalmratiYet, the MOST would demonstrate its
expertise and deep knowhow on the climate techieddg compete for the dominance of the
collaborations from the Chinese side. As a rebolh the NDRC and the MOST would
intensively lobby the Party leadership to ensuedr tbwn departmental agenda being
represented. The author shall discuss the partibul@aucratic rift with more examples at

the Chapter Four.

Besides setting broad policy priorities, the Paag determine the survival of any particular

institutions. The Party has often created a newducratic framework, or assigned, and
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redistributed, responsibilities and budgetary p@terthe existing agencies. However, such a
restructuring process has not occurred on a repaksis. Rather, it is a reshuffle driven by
issues and policy priorities. More often than ot existing bureaucratic agency often
challenges the authority of newly established oiggdions which may share competencies
and budgetary powers. The Party Wallvard or “punisH the challengers according to the

situation and policy domains.

For example, the Sino-EU solar panel dispute hpgedeone ministry, in this case, the
MOFCOM to restore its power while at the same tiorelermined the authority of several
others, such as the MFA and the NDRC. A similaeazn be argued on the China-EU joint
developments on civil nuclear technologies. Thetjdevelopments have been a result of an
intensive campaign, from the China Guang Dong Nudegompany (CGNPC), to one

member of the SCP rather than representing Ghowen national nuclear renaissance.

However, one must admit that assessing the reabetween the Party and the various
organisations is not a straightforward processni@giaccess to the Senior Party members
and ministers has become almost impossible. Itatiee chapters this thesis has drawn
mostly from interviews with officials, business ptiioners and academics that are very

close to two SCP members and one minister.

The second perspective this thesis will analyskadargaining process amongst the various
actors when it comes to determining China-EU calfabon on CC and RE. Throughout the

later chapters, this thesis will search for thgios of the bargaining and explore the reasons
why the bargaining arises at almost every levehefChinese political system. In the context

of China-EU collaborations, the later chapters paly great attention to which institutions

41



are participating in the bargaining and how thewolvement in policy formation has

determined the outcomes of collaborations.

One of the most obvious examples to demonstratmsti€utional bargaining process is
China’s erratic and inconsistent policy stancab@2009 Copenhagen UNFCCC Climate
Change Summit. As a number of scholars pointedamg,of the major reasons why the
Chinese delegation refused to commit any furthdvarareduction was “due to lack of
coordination amongst various institutional actorgived in climate negoations” (Cornard,
2011; Torney, 2014). In addition, the Party leadgrfias not set a clear framework on who
was the most powerful department in charge of Chidlamate diplomacy agenda. As a
result, China’s inconsistent behaviour caused noachroversy with the EU who intended to

collaborate with Beijing and therefore demonstrestelf as a global leader for combating CC.

According to the initial research for this thesise bargaining process within the Chinese
political system often arises in three differenysdirst, it occurs within the Chinese
bureaucratic system in the forms of central govexmial versus provincial governments, as
well as amongst the different central governmeag@ncies; secondly, it arises between the
central governmental institutions and the largeeStawvned Enterprises (SOES); thirdly it
takes place between provincial governments anthtge private companies. The following
Chapter Four, Five and Six will explore those thHsaggaining processes to a significant

extent by using case studies from the China-EU @CRE collaborations.

The first bargaining scenario takes place amorngsvarious governmental institutions at
different levels. Due to the length restrictionstthesis will only focus on the institutional

bargaining process at the central government légehrgued previously, the Party has
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defined the bureaucratic status of each institégichor, and granted the designated authority
for producing specific policy measures, to eachitimson. The authority that is given by the
Party has often been coupled with responsibildied budgetary powers. However, certain
policy domains have only recently emerged; for epdamncurbing carbon emissions and
developing RE are shared by different departmégs result, different bureaucratic units
and stakeholders have to find ways to retain steare of power. Therefore, a bargaining
processinvolves negotiation over resources among unitsdfiactively have mutual veto
power (Lieberthal, 1992:9). Depending on their standmgieach stakeholder will always
make specific policies that can extend their owtitipal influence over the ultimate decision

maker, or satisfy their own departmental interests.

In the case of Chinadevelopments in RE, for some, RE is a developr@mtern, for

others, an environmental concern, for others stillaccess to technology and intellectual
property rights issue. As Jean Garrison rightfpliynted out,'each bureaucratic perspective
carries with it different policy prescriptioh@Garrison, 2009: 26). This in turn has made the
whole policy making process more complex, with frext inter-departmental bargaining
occurring. An intensive bargaining process, andeshpolicy competencies, encourage a
search for consensus amongst the various instiitioorder to initiate the major policy
measures they have debat&&consensus requires extensive and often elabdeals to be

struck through various types of bargaining strateiggampton, 1992: 23).

In Chapter Four, this thesis will examine the rdiesveen the NDRC and the National

Energy Bureau when it comes to implementing REcmsiand hold a different position

when collaborate with the EU. These two institusitvave held different, and even
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contradictory, opinions on ChiisaRE development, because of each departseolitical

influence and financial resources.

The second way in which bargaining occurs is betvesmtral governmental agencies and
SOEs in China. Their bargaining generates a sutistampact on China collaborations
with the EU, as well as Chifsaoverall energy policy making. As Erica Downs sgjgd,
“bureaucratic politics is obvious in the failed rgranisation of the energy appardtus

(Downs, 2006:235). This particular type of bargagwill be examined in Chapter Five.

In the case of Sino-EU RE collaboration, some ef@ahergy SOEs that have little experience
in developing RE are dominant players in Chsrieaditional fossil fuels sector. They are far
less likely to implement the central governmentgraciespolicy on developing RE, but
rather find a way of making deals with the governtakdepartments teescapéfrom policy
implementation. More importantly, some of the eyeB@Es hold the same political ranking
as the major energy-oriented governmental agemgtes) the CCP. They have every reason
to refuse to implement policy measures that magnhaeir business interests. There is a
constant tension between Chigpolitical priority in the energy sector and tlezd to

generate a greener and energy-efficient economy.

In Chapter Five, this thesis will illustrate howns® SOEs have managed to combine the
CCP’s policy priorities and utilise their own indiaal expertise to collaborate with the EU on
several flagship RE projects. They act as usefahmation providers and policy
implementers to further accelerate Sino-Europe#lalmarations on renewable energy, and
therefore have become indispensable actors whisbrde more detailed examinations in this

thesis.
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The last way in which bargaining takes place ithatprovincial level, unlike the traditional,
SOEs dominated fossil fuels sector. CrerfRE sector has encouraged the participation of
private entrepreneurs and as a result most oftige IRE equipments manufacturers in China
are privately owned by individuals. This particubergaining process takes place between

the large private RE equipment producers and pomaligovernments.

On the one hand, the provincial authorities impletiRE policies from Beijing and also have
the fiscal power to offer subsidies in searchingpotential investors to boost their provincial
GDP and local employments. On the other hand, feri@atrepreneurs seek to gain more
governmental subsidies and greater tax prefereand@alments from their provincial
governments. So in an ideal situation, private camngs and provincial authorities should
formulate a perfect demand and supply relationghgavever in reality, disputes arise
frequently because there are competing interesigelea the provincial level, which needs to
follow the central governmestpolicy guidance to keep RE equipment prices bétav
market level, and private companies who push farenpoofits and greater sales volumes

with increased market prices.

In case of the Sino-EU solar panel dispute, ortb@fvorld's largest solar panel
manufacturers, Suntech, was a main victim of tkpute and went bankrupt. One of the
major reasons the dispute triggered its bankrupty because Suntech followed the Jiangsu
Provincial Government’s advice to reduce its spkamnel prices to a level that were made
below its actual production cost. While Suntechhhaspire to see a rationalisation in solar
panel pricing that is determined by the market,tbatprovincial government distort the price

to reap its own political benefit. Moreover, prigantrepreneurs have far less political
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resources, compared to SOESs, to ensure their varedseing heard by the Party leadership.
They have no alternative to but to follow the prmial government’s decision even if such

decisions will harm their business.

The third perspective that | would like to analyiseoughout this thesis is the domestic
sources of Chinese FP. This thesis aims to exftaiextent to which shifts in domestic
politics have led to changes in Chinese FP. Stygdyia Sino-EU collaborations serves as a
perfect test case to illustrate how the changé&hinese domestic energy and environmental
policies have resulted in changes to Clardimate diplomacy. This thesis intends explore
the reasons why Chirsadomestic climate change policy shifts, as wellhe drives the

changes in the field.

While Chinas astronomical growth is an economic miracle, asesponding growth in
energy use and recurring shortages show Ghinability to address its energy security
adequately. According to the IEAChina's domestic oil production will reduce to 2dlion
barrel per day (BPD) by 2030 rather than the 32niBPD the IEA projected in 2006

(IEA 2012). Such a reduction leaves a shortfabéaddressed by imports. This lack of
supply has resulted in a domestic campaign highligrenergy efficiency and seeking to
develop alternative sources of energy. The Sinaz&lldborations on CC and RE are driven
by Chinas needs to tackle carbon emissions and diversifgriergy consumption away from
fossil fuels. Their collaborations are not driviey the EUs success in promoting its
‘normative poweérof sustainability as some scholars argued (Youngs, 2011: 3, Holslag,

2011:297). Rathetit is out of necessity for national survital

2 Interviews with Professor Pan Jiahua at Chinesalécyy of Social Sciences, August 2012
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The 2005 Renewable Energy Law set a goayémerate 15% of Chifemenergy from the RE
sector, which would be up from the current’8DRC 2012). The Party Leadership has
shifted its position from a deep suspicion towailmate change to embracing the ideas of
RE expansion and curbing carbon emissions. MoretlverCC and RE sectors are largely
driven by technological advancements and innovatiBeveloping cutting-edge RE
technologies have coincided with Chmaelf-innovation campaign. The nature of RE
technologies has enabled both the SOEs and pgeatpanies to join a process of
innovation. The self-innovation campaign aims toederate the economic restructuring
process in China. Such a process will help Chirteatosform from a low value-added
exports oriented economy into an innovative tecbgwyldriven economy. As a result,

collaborating with the EU seems to be a naturalaehfor China.

During the collaborations, several disputes haisearbetween Beijing and Brussels due to
various factors. Their disputes can also be ingtgor as the consequences of changes in
Chinese domestic policy measures in the field ofad@ RE. For example, Chisa
suspension of the coal to oil projects has sevetatyaged several British and German
companie’scorporate interests. One reason to explain sucis@ession is because the
Chinese authorities realised the coal liquefacttechnologies is neither as environmental
friendly nor geographically feasible in China as Buropeans claimed. Similar arguments
can be made about the BlWdomplainants of Chirediscrimination against European RE
products during the process of governmental procargs. This is largely due to the fact that
the quality of Ching RE products has significantly improved in the fa® years, and the
Chinese authorities have made good efforts to proieir newly formed RE sector. These
domestic sources that generate an impact on Sinoeliaborations will be examined

throughout the later chapters.
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The last perspective this thesis will analyse esrssponses to changes in China from the EU
and its MS. Most of this thesis will focus on thegess of making Chinese FP and explore
the changes in Beijirig FP agenda. But, it is also crucial to investigagponses from the

EU when it comes to engaging with China. This thesiroughout chapter six and seven, will
examine aspects such as, how the EU and its MSstadd China; whether the EU has
succeeded in adapting to changes in prioritieshim& domestic politics and foreign
relations; whether the EU and its MS have managetisentangle the relations between the

Chinese Party Leadership and the core Chines¢utistis.

The EU is renowned for its complex bureaucraticespsand is now facing a partner which
has established equally intricate bureaucraciegxpjoring those aspects, this thesis aims to
answer the ultimate research question as to whdikercollaborations and the overall

China-EU relations are a bilateral partnership attiateral partnerships.

In this thesis, the analytical units from the Clsmmside are the Party, the Chinese
governmental agencies and the large Chinese caeporganisations. Equally in regards to
the EU, the analytical units consists of the EUiingons in Brussels; the Member States
(MS); and the European conglomerates that parteipathe Sino-EU collaborations. Similar
to the investigations into the policy making pramsof Chinese FP, | will analyse the
domestic sources and the main drivers of the EUM®Sd-Ps towards China. It is also of
heightened importance to understand changes iBUh@and MSFPs, against the backdrop
of the prolonged sovereign debt crisis. Given igaiBcance of the European corporate
sector within their collaborations, | will also erane their corporate activities during their

collaborations with Chinese partners. However Ehepean companies are mostly detached
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from their respective governments in terms of coafggovernance. Their corporate
independence has generated different models ahonihtions than when compared to their

Chinese counterparts.

According to initial findings, the EU institutioms Brussels have largely failed to understand
and adapt to changes in Chgdomestic and foreign policy priorities. Their
misunderstandings have almost triggered a traddatareen the two sides, and generated an
ever stronger sense of hostility between Belijing Brussels. The MS have been presented
with a mixed picture. Some MS have seized the dppdres to establish or restore their
sound economic ties with China, whilst others hdeeeloped fluctuating partnerships with
Beijing. The European corporate sector has ceytgirdsped the opportunities to expand

their business operation in the Middle Kingdom,retfeough they have made many

complainants about the tough business climate in&Ch

In the context of Sino-EU collaborations, China bBagered two relatively new policy fields
and has lacked the appropriate experience to mtegew sectors into the existing economy,
namely, Climate Change technologies and Renewaidegly. The European companies treat
Chinds lack of experience as a unique opportunity tdasmtinto Ching vast domestic
market. For example, the NDRC, the chief executivéChinas energy policy, has even
consulted Vestas, the Danish Wind Energy giant,wdrafting“the PRCs Wind Energy
Equipment Manufacture Standdrid 2009. To this extent, most European compahies
collaborations in China can be deemed as beingesafid. However, as ChiisaRE sector

has grown rapidly in the last three years, achgpgreater business success via collaboration

for European companies will only become harder.

? Interviews with governmental relations team at YBS’ China, August 2012
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In conclusion, this chapter has outlined the anal/framework of this thesis and offered
some preliminary findings. Overall, this thesislwilve a strong emphasis on the study of the
policy making process; the relations between decisiaker and the various FP actors, as
well as the bargaining process amongst FP actbexetore, it is of heightened importance to
adopt the actor-oriented and the process-oriergprbaches from the existing literature on
Foreign Policy Analysis. This thesis will explaincaanalyse the feasibility of these two

approaches in the next section.
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Section 1.3 Foreign Policy Analysis (FPA) and theawdy of China-EU relations

Given the intricate nature of China-EU relatiorsing just the mainstream theories of
International Relations, such as Realism, Libemaksd Constructivism, is insufficient to
explain the complexities of their partnershipstéas, this thesis will employ selected
Foreign Policy Analysis (FPA) approaches togethign some grand IR theories to explain
Sino-EU relations. As discussed previously, thestl aims to analyse Sino-EU relations
from a bureaucratic politics perspective. The n@aialytical units consist of each individual
FP actor rather than a state or an organisatianv@sle. Therefore, it will adopt an actor-
oriented approach to analyse the motivations ahd\wbeur of each FP actor in its attempts to

shape China-EU relations.

The Bureaucratic Politics Model (BPM) is an actaeoted approach that has been widely
debated and utilised amongst IR academics. Schofi@ns employ the BPM to analyse the
foreign policies of liberal democracies. Howevaistthesis aims to challenge the prevalent
view and to demonstrate that the BPM is by no méamted to a certain category of
political system. It is possessed with great exqilary value when it is used to examine

foreign policies regardless of the type of regime.

The main focus of this thesis will be individuatdan policy actors in the Chinese foreign
policy decision-making process. This section withypde a brief schematic overview of the
respective roles of the different institutions anichistries in China’s foreign policymaking

towards the EU, to illustrate the importance ofdl®ors analysed throughout this thesis.

Like any other domain of Beijing’s foreign policghina’s EU policymaking is not a

straightforward process. As pointed out in the mes section, while the CCP leadership sets
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broader policy agenda, each relevant ministry ke@so provide policy proposals and

potential solutions to existing issues between ghind other regions and countries.

For China-EU relations, the Ministry of Foreign aiffs (MFA) and Ministry of Commerce
(MOFCOM) are twin traditional FP actors that de#hwChina’s external affairs with the EU.
The MFA mostly executes bilateral and multilatesdhtions on political issues, while the
MOFCOM retains primary position on trade policylwihe EU and its MS. When there is a
dispute arising between the two departments, adhbsis shows in Chapter Two, the Central
Small Leading Group of the External Affairs, ledthg President, will meet resolve the

dispute and reach the consensus.

In recent years, several key institutions not tradally belonging to the decision-making
process of China’s foreign policy have also gragustherged as powerful players in making
China’s EU policy. First and foremost, the NatioBalvelopment and Reformation
Commission (NDRC), is responsible for ensuringdtierall coherence of Chinese macro-
economic and industrial policy. It stands in highareaucratic status than both the
MOFCOM and the MFA. While the NDRC has little exieece in foreign affairs it

participates in almost all China’s foreign econopadicymaking.

As argued, economic relations between China an&theemain the backbone of their
partnership. This provides institutions such asReple’s Bank of China (PBOC) and the
Ministry of Finance (MOF) with crucial roles in dating China’s financial collaborations
with the EU. Both are highly regarded and mosilgted by the CCP leadership, as Chapter
Two will illustrate through their important conttibon to China’s participation in resolving

the European Sovereign Debt Crisis.
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The other institution that has come into promineisdbe State Owned-Assets Supervision
and Administration Commission (SASAC). It regulate®rseas direct investments of
Chinese State Owned Enterprises. More importanthglds the authority to approve

Chinese SOEs’ investments in Europe and worldwide.

The roles of Chinese SOEs as vehicles to initiatestments have also come to prominence
in recent years. The strangest yet crucial feastitbe SOEs is their bureaucratic status both
within the Party and amongst the central governaiagparatus. By having a full ministry
status, they place themselves in the same posditre MFA, the MOFCOM and some other
ministries. As a result, when a conflict of inteésesccurs, SOEs have the ability to bypass
ministries and ensure their voices and prefereaceseard directly by the CCP’s top

leadership.

Given the above complex institutional setting, #estion aims to explore the potential of
using“the BPM approachof FPA throughout this thesis to interpret the @hiElJ relations.
As argued in the previous section, this thesisf@dls on the policymaking process of
Chinese FP and Beijirgclimate diplomacy. Therefore, it will also addtipe so-called
“Process Approactof FPA in order to observe the changes and domestices of Chinese

FP.

As referred to above, China-EU relations are dotethéy the interactions amongst various

state and non-state actors. It is therefore cragifdcus on what those actors have done

either to strengthen or to distort China-EU relagiolt is also very useful to analyse the
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motivations of each actor during the process oémeining Chin policy towards the EU

and vice versa.

This thesis will also utilise the bureaucratic pod model (BPM), which is an actor-oriented
FPA approach, to explain how Chis&U policy, as well as Brussehina, policy are
made. The BPM suggests thdifferent institutional settings means officialslgwoliticians
view FP issues through different prisms, resultindistinctively different views(Neustadt,

1970: 2).

The conventional rational choice model is basedemsion makers adopting the most
optimal policy proposal in a particular situatiéfowever, according to Graham Allisdithe
rational policy model may be useful; it neglects thle of the bureaucracy in determining
FP. Each bureaucracy manipulates FP in the direthiat corresponds to its particular
interests, bureaucratic considerations may ovena®nal interestgAllison,1969:690).
Similarly, scholars such as Chris Alden and Amnoan echoed Allisos ideas;Whilst the
rational policy model accounts for the interactimiween states in terms of a competition
between two purposive individuals, the BPM explammafocuses primarily on the political
process internal to each statadiden and Aran, 2011: 38). The BPM can therefoqaan
the domestic sources of one s&fereign policy and the causes and processes of

bureaucratic rifts.

One can argue that the BPM is largely applicablégral democracies with multi-party
systems to satisfy the electorateserests. Therefore, there are numerous interesipg
across the whole political spectrum, which are mgknany attempts to shape the FP

according to their desired outcomes. China, as#itoatarian state, is conventionally
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perceived as monolithic, and therefore does not Ivaterest groups which could oppose or

influence decisions made by the Standing Commdteke Politburo (SCP).

However, the phenomenon of bureaucratic politiescdbed by Graham Allison and Morton
Halperin has not restricted its application to gipalar political system, and vested interest
groups do play a significant part across throughGhinese political systerfiVhilst the

rules of game might play out very differently iml@mocratic elected government, the
fundamental characteristics of bureaucratic cortipatremain the same regardless of the

type of governmefit(Allison, 1968: Halperin 1974).

The relevance of BPM to interpreting Chinese prditsystem are twofold. Firstly, almost
every domestic or external affairs decision ma@ebased on a desire to achieve a consensus
amongst the seven or nine members of the SCPiesech consensus is sometimes merely
an illusion. This consensus seeking model has geava unique opportunity to those
potential interests groups seeking to influenceofhiaions of SCP members. Those three
bargaining scenarios as | referred at the lastsebfave often occurred in a process of
consensus seeking amongst interests groups. Titesests groups maybe located both
inside and outside of the formal FP making proc€lsy mainly consist of governmental
institutions, Chinese companies and even somegioi@rporate organisations to a smaller
extent. They attempt to formulate Chinese FP basdtieir departmental preferences and
corporate interests respectively. More importarityne of current nine membéf the SCP
have much experience in FP making. This in turngnasided relevant Chinese FP actors

more channels and alternatives in which to shapea@hFP agenda.

4 It was nine members at SCP by between Nov 2007 and2N12, and is now reduced to seven
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Secondly, Chinese FP has increased in scope amehtavhich has created fertile ground for
the various stakeholders and interests groupsrtgpete to shape the policy agenda via
various channels. In the case of renewable energgldpments, only a few central
governmental departments have sufficient experiandeexpertise. The Ministry of Science
and Technology (MOST) is the front-runner for Chéngcientific innovation policy and has
never become a formal participant in the ChinesenBRing process. Impressively, it has
managed to exercise its limited competence in seiém extend its impact on final FP
outcomes. Its role as an institutional partneit@omads international collaborations has also
helped it to become an important, if not formidalaletor in Chins FP making. Moreover,
both governmental institutions and non-state adiax® constantly lobbied the decision
making body to ensure their interests are beingesgmted. The following chapters will

provide detailed analysis on how the BPM can bel tisexplain Ching EU policy.

This thesis will also adopt tlf€rocessapproach of FPA to study relations between actors
and the ultimate decision maker. The Process appraas to explore the actual process of
FP decision-making rather than its final outconf@s.scholars who prefer to use the Process
approach such as Valerie Hudson and Laura Neagk assert that to study a courdriFP is

to examine what FP actors are actually doing whagtigipating in the dynamic process of
making decisions. As Laura Neack suggested, fie&ds to consider how certain goals arise
and why certain behaviour results. Our emphasisbeibn determining these factors and the

process by which policy (statement and behavieaumadé (Neack, 2003:26).

The Process Approach to FPA will not only focusamsingle decision, but a series of
decisions taken with reference to a particularasitun. To this extent, one can search for

sources and motivations of changes within a sefi€$ decisions. For example, by using the
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Process approach, one can interpret the reason€hihg has gradually increased its market
entry barriers to European companies when thejnaesting in China. The higher market
entry barriers in China have become one of the nadjstacles within China-EU relations.
Mounting market entry barriers have largely re#gcthanges in ChifaEU policy. At the
beginning of the Century, China eagerly searcheddarces from which to acquire cutting
edge technologies to upgrade its outdated indusgwor. Direct investments from Europe
has served as a vehicle to achieve Chinwn objective. Whereas now, the Chinese
industrial sector has now almost completedd&tch-ug and intends to become a fully-
fledged competitor to the Europeans. As a reudt Ghinese government has tactically set
up higher barriers to protect its home grown eniseg. In this context, using the Process
approach will allow one to examine why and how g&nare made, and the extent to which

these changes affect overall China-EU relations.

By using the Process Approach to FPA, the state isnger seen as a unitary actor in
international politics!States are not conceived as unitary actors bugrathan institutional
structure within which, and on behalf of which, ividual decision makers dotCarlsanes
2008:89). The state consists of a number of irgiits and organisations performing certain
domestic functions and participating in the FP mglprocess. These actors influence the
final FP decision-making through a process of problecognition and proposals of possible
solutions. This particular approach can appropgidie applied to analysing China-EU

relations.

The reasons which justify this approach are twofbidtly, the EU & a sui genersisntity
with characteristics of both a state and an intesnal organisation. There are a number of

different EU institutions and national governmeratgéncies sharing EUFP decision making
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power. Making the Elg China policy is no exception to the rule, with thvolvement of

both Brussels and member states (MS). Secondlgdbge of Chinese foreign policy has
expanded enormously in the past eleven years.rAsudt, actors who were traditionally
located outside the formal FP making process havicppated in Beijints FP decision
making. Therefore, one can conclude that the ssuafi€hina-EU relations are essentially
assessments of interactions, competitions andbmldion amongst various actors from both
China and Europe. In regards to China-EU relatiangrs are the governmental institutions
in Beijing, Brussels as well as each individual Bember states (MS), corporate actors

including Chinese SOEs, Chinese private compameédaropean firms.

In conclusion, examining China-EU relations istfas complex to rely upon the grand IR
theories or any one particular FPA approach altmstead of exclusively focusing on the
outcomes of FPs as the Policy approach doespitvigal importance to assess the origins
and the series of changes within the FP makinggscTherefore, the Process approach of
FPA has served as an appropriate tool to unfoldhia@ges and dynamics of one stakP.
Given the large numbers of equally powerful actovelved in the Sino-EU relations, an
actor-oriented approach, such as the BPM, can peodmple food for thought for the studies
of China-EU relations. By utilising the BPM, thisesis will explore the origins of a
particular set of FP agendas from China, the EUisndS. It will examine the nuances of
the relations between those interest groups anBadnty. It will also help to analyse intricate
relations and bargaining processes amongst vaingtitutional and corporate actors. In
doing so, it will test the main hypothesis of ttiiesis, which suggested that China-EU

relations are multilateral ones and determineddrjous equally important FP actors.
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Section 1.4: An Overview of China-EU collaboratioron climate change and
Renewable energy

This section will offer an overview of China-EUrdlate change (CC) and renewable energy
(RE) collaboration. It aims to provide a foundatfonexamining Sino-EU collaborations on
CC and RE in the later chapters. This thesis arthagheir collaborations are multilateral in
nature, and takes place at the EU, national andrrablevels. It will firstly explain the
importance of studying this topic, and then defhetcurrent literature gap. It will explore
what are motivations to collaborate from both then€se and European perspectives. It will
also identify persistent challenges that underrttieeprospect of further strengthening their

collaborations.

Collaborations on climate change and renewableggraee of heightened importance to
China and the EU. The two sides can achieve canoestlts and benefit from closer
collaborations both economically and politicallyh€lr collaborations only began in 2005 and
progressed at a modest level. According to my prevliterature review, there is a dearth of
secondary literature in this area. There are oiglgteccademic journal articles, three think
tank policy papers and one book chapter writtethantopic. The reasons are twofold:

firstly, it is still a recent phenomenon; secondiydying this area requires good
understanding of renewable technology as well asvietge of the current trends on carbon
trading market and the RE sector. Conducting rebeam this topic requires researchers to
have the right amount of knowledge and first hadkmg experience within this sector.
This thesis does not wish to dismiss the existilegdture and attempt to create a brand new
piece of research. Rather, it aims to elaboratesearch from what scholars have written so

far and to bring vibrancy to academic debates ertdpic.
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From a Chinese perspective, collaborating withEblewill benefit China both domestically
and externally. Soaring energy demand, achievidgstrial upgrades and crafting a positive
international image are the key drivers of collation from Beijings mindset. Domestically,
Chinds rapid economic growth has created a soaring démiarfossil fuels such as coal and
crude oil, which have been vital sources of elettjriand heating generation since the 1950s.
The enormous consumption of coal has resulted exaassive amount of Green House Gas
emissions and pollution. Since the early 1990sn&hias started to experience major side
effects in the wake of its economic boom. It hasoloee, since 1995, a net importer of crude
oil. Its limited domestic oil outputs have made i@Zhheavily reliant on imports, and therefore
it is very vulnerable to oil price fluctuations whiunwillingly involve China in international
conflicts in oil-rich, but dangerous, areas in oresecure its supply. As a result, developing

a sizeable renewable sector would partly resolgeatiove challenges.

The CC and RE sectors are largely driven by tedgichl advancements and innovations.
RE technologies aim to generate cheaper, cleamemane effective alternatives when
compared to traditional fossil fuels consumptiofsthis extent, developing cutting-edge RE
technologies has coincided with Chmaelf-innovation campaign. The nature of RE
technologies has enabled both States Owned Ergespi$OES) and private companies to
join a process of innovation. As observed by maipkrs, “prior to 2005, technology
transfers from the EU had been a critical sourdedinological capacity in renewable
developments in China” (Berger et al, 2013). Chenemmpanies had often signed license
agreements with its European partners in ordebtailo some of the core RE technologies.
Obtaining such technologies had established a &mliadation for further innovations in the

Chinese RE industry. During this period, technoltrgynsfers had been organised through a
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mechanism of foreign direct investments (FDIs)érand issuing licensing agreements by

European governments and firms.

From a Chinese FP making perspective, developimgwable technology will help China to
craft a positive international image. Beijiagecent involvements in the UNFCCC have been
substantially shaped by its desire to be an astiakeeholder within this framework and to
reinforce its leadership role in advocating for eleping countries. Like Chirmother
engagements with multilateral institutions, Chenaain objective in the international climate
change arena was to maintain an international enwient that would not disrupt its

domestic development.

However, as some scholars have obset@uha found itself caught between a contradictory
role of being both an advocate to developing coemtnd a major climate culgritMessiner
and Cornad, 2012: 18). Beijing had rapidly impletednCC and RE projects at home even as
it resisted binding commitments abroad. As a resilithate change negotiation has become a
main source of persistent tension between ChimeaE:th and other pro-climate change
advocates. Beijing believed that emphasise on dpired renewable energy would exhibit its
efforts to curb carbon emissions and would be askedged by the rest of the world.
Increasing in renewable power installation couldabeeffective way for China to seek
international recognition in the global climate nba regime and thereby ease international

pressure on China to commit to obligatory carbalucéion targets.

Developing renewable energy could also reduce t¢igsipilities for China to become
involved in unnecessary international conflictsir@hhas attempted to secure its access to

international supplies of energy and natural resesrto fuel its industrial development.
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However, as late comers, Chinese energy compaaiesth focus on resource-rich countries
or regions where their Western competitors havealieady established mature business
operations. As a result, Chinese energy firms hawenture to the most politically unstable
and dangerous regions worldwide. Their economiesthave then been placed in jeopardy

by violent internal political upheavals and temig&b disputes in their hosting states.

From a European point of view, the EU aims to beztarpolicy shaper rather than a policy
taker in international environmental affairs, gexterg policy agenda rather simply
responding to policy imperativef_enschow 2004: 143). Both the EU and China arerggmo
the worlds largest oil importers as well as Carbomtters. Establishing successful
collaborative partnerships with China will incredlse EUs credentials as a valuable global
actor. The two sides established their strategitmpeships on climate change at their high-
level bilateral summit in September 2005. Theyioat six areas of cooperation: 1) Energy
efficiency and renewable energy; 2) Clean coalNi8)hane recovery and use; 4) Carbon
capture and storage (CCS); 5) Hydrogen and fuld;@aid 6) Power generation and

transmission.

Both sides have achieved some concrete resuksnmstof financial and scientific
collaborations compared to other areas of China<tations. They have financed cutting-
edge scientific projects with several prestigicesearch institutes at various locations in
China and Europe. The Commission and “the Europeastment Bank funded a total 645
million Euros to clean energy project collaborasiavith China” (Holslag, 2010: 120). More
importantly, Brussels and its MS also have perakihe Chinese RE market to have huge
economic potential. Between 2002 and 2008, the tatiwe EU exports to China of

renewable energy equipments already reached a ratpeessive level, with “a total value of
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92.5 million Euros” (Ibid). Further to RE equipmersiales, the European companies have

also had the opportunity to export RE installa@owl follow-up maintenance products.

However, their collaborations have been more probte than they expected. This was
largely because their cooperation has encountezesilspent obstacles generated by the
Chinese government, Brussels and by the EU MS.gSkiand European governments and
corporate actors play equally important roles mdbllaborative relations. This multi-actors
process has resulted in the emergence of incohetertbe overall China-EU collaborations
on CC and RE. Domestic environmental policy makind climate diplomacy have a
typically expansive quality that goes beyond thetstesponsibilities of any particular

institution or national government.

As some scholars have argued, this mixed natungledwvith arf‘Inter-sectoral character of
environmental policy can make policy makers dehltien quite extensive and often difficult
(Vogel 2006: 90, Shragia 1996: 244-246). Settingrenmental diplomacy agenda involves
trade, energy, taxation, transport, finance anelrgific research. As a result, the intricate
nature of environmental diplomacy has had a mappaict upon both China and the BU
competence to coordinate various actors in thélalooration process. It therefore depends
on“the location of internal competence and grantingx@&rnal recognitichwithin their

respective policy-making process (Vogel 2006: 93).

Meanwhile, the Chinese hold a very different atkgdowards compliance with obligatory
carbon reductions which have been enthusiastipatignoted by the Union at the UNFCCC.
Beijing has largely disagreed with the BWdtance to set compulsory emission targets for

developing countries. The reasons for China’s taste are threefold: firstly, the West
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should be responsible for current environmentalagansecondly, China has the right to
tackle more pressing issues such as hunger andtp@eviation, and China should receive
more funding and technological assistances to lootkte with the EU and other developed
countries in a multi-lateral framework of CC. THy@nd equally important, tackling climate
change and setting carbon reduction targets arease€hina domestic affairs. The EU and

other climate advocates have no right to intervartee domestic affairs of another country.

The current literature on the Sino-European clinaaie renewable collaborations overlooks
the impact of those stateand non-state actors generated in the collalorgtiocess, while
exclusively focusing on the collaboration at thar@hEU level. From a Chinese perspective,
environmental policy and FP making have gone harthnd since environmental diplomacy
became a part of the Chinese FP agenda in the ¥3903s. There are a number of
governmental institutions competing to shape Chi@& and RE policies. The traditional FP
making and implementation institutions, such asMir@\, have only played a minor role in
facilitating Chinas multi-lateral climate change negotiations. Indiéastitutions that are in
charge of economic and industrial policies haveobexkey players in formulating Chisa

climate diplomacy agenda, and dictate Clurt2C and RE collaborations with the EU.

Apart from governmental institutions, Chinese firhave also played an indispensable part
in either promoting or prohibiting collaborationscarding to their commercial interests.
They have performed simultaneously the roles atpdbrmulator and policy implementer.
This is largely because some of the Chinese fimasami-independent from the
government. They have become vehicles to implemR&npolicies made by the government.
They are also operating as corporate organisatwimsh have commercial interests to

pursue, like their European peers. Therefore, bl attempted to influence the
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governmeris policy agenda for their own benefits. This theglsexplore the roles played

by each of the Chinese actors in collaborationh tié Union in Chapters 4 and 5.

From a European perspective, their collaborati@velalso become problematic. This is
largely because EU FP has been perceived as istemnissince the European Uni®n
creation. In the case of China-EU collaboratiomsjdontal and vertical inconsistencies have
co-existed from the beginning of collaboration 003. Horizontal inconsistency refers to
policy dis-coordination among various Europeaniiagbons. Environmental policy has
traditionally been a competence of the Commisdienefore; the DG Clima should have
enjoyed ultimate freedom to set the’ ’El@nvironmental policy agenda from both domestic

perspective and external domain.

However, the DG Clim#s not able to establish its exclusive competengend the EU’s
climate diplomacy agenda setting process. Brusslgisate policy agenda is shaped by
various other equally important European institasi@ngagements in the Eenvironmental
diplomacy. A constant process of bargaining antiviars has occurred frequently amongst
European institutions. To this extent, the outcoofdsuropean domestic environmental
policy and its climate diplomacy are not alwaysatordance with what the Union is trying
to promote. Part of Chapters 6 will exhibit how @&HEU collaborations on CC and RE have

been constrained by this horizontal inconsistendgrussels.

Vertical Inconsistency in comparison, it is thedherence taking place between the decisions
of the European Union and the decisions of its Wi&re is little coordination between
Brussels and each capital of the MS on what id#% way to cooperate with China on CC

and RE. The EU Commission and MS realise that pngsenewable energy cooperation
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with China will add invaluable assets into Sino-Elations. It will also raise the
international profile of the Union as a championackle global warming. However, the EU
finds it very hard to present a unified vision thahvinces China on areas of CC and RE.
Vertical inconsistency has inevitably occurred witetomes to choosing the best ways to

collaborate with China.

At the EU level, Brussels and China are very keesee collaborations on CC and RE taking
place whilst MS dispute with DG Clima on the extehtollaboration with their Chinese
partners. For example, there is a strong fear mn@ey that its unique clean coal technology
is being copied by Chinese. While Denmark has adwmeen reluctant to show installation
methods of off-shore wind turbines to their Chinesstomers. Chapter 6 of the thesis will
also unfold the so-callé¥/ertical Inconsistencybetween the MS and the EU when they

come to collaborating with China.

One cannot deny the vital importance of Europeanpamies in shaping the collaborations.
They treat China's ever growing RE sector as aneth@mous economic opportunity. Major
European utility/energy conglomerates have eitbit their RE equipment or set up joint
ventures with Chinese energy SOEs to develop thstIRE technologies. However, their
collaborations have exhibited some of the recurdisgutes between China and the Union,
such as market entry and involuntary technologydtiers. Throughout the years of their
collaborations, many European energy conglomerates expressed their frustration to both
the governmental departments and their businessgoarin China through the relevant EU
institutions or their respective national governiseiihey have filed complains of receiving

unfair treatment in the domestic market by the €sengovernment, and they have also
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suffered from frequent Intellectual Property Rightsations while delivering technology

transfers to their Chinese business partners.

Unlike relations between the Chinese governmenttarfdms, European firms have not
performed‘policy implementatiohiroles in their collaborations with the Chinese. iThe
collaborations with China are largely determinecebgnomic interests and the market. They
have considered the European institutions, boBrussels and in their respective countries,
as their agents who merely represent their econom@oests. On some occasions, European
firms and governmental institutions are also irpdte as they disagree with each other about
which are the optimal collaborative practices vithina. Their disputes in turn have also
further distorted the ES environmental diplomacy agenda. In addition, Baem companies
have generated a significant impact upon ChBif&E policy making as the Chinese RE sector
is still developing in its very early stage. THigsis will also explore the complex relations
between European companies and governmental daardoth China and the EU in

Chapter 6.

As argued above, the study of China-EU relatiomnotexclusively concentrate on the
China-EU level as the current literature has oatlirRather, it should also retain a focus to a
multi-level of analysis, which can affect decisimaking process of all parties involved in
the collaboration. This thesis will explore thericaite nature of their collaborations in the

following chapters.
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Section 1.5: Research Design for the Thesis

This section aims to provide the research des@gmdmvork for this thesis. It will firstly
outline the hypotheses that will be tested in Hesis. It will then indicate the methods that
the thesis will adopt to collect the research @daiz give the reasons why these specific

methods are being employed. It will also outline lgvels of analysis of the research project.

A research design f¢he plan, the structure and the strategy of ingatitn, so conceived as
to obtain answers to research questions or probBléfeslinger 1986: 4). It is the point
“where questions raised in theoretical or policyated are converted into feasible research
projects and research programs that provide answéhn®se questioi@dakim 2000: 24). In
order to conduct a research project, the authdthaite to identify hypotheses for the thesis.
In this thesis, they are:

1) China-EU relations cannot be exclusively interptete light of a Sino-EU bilateral
partnership which only involves the interactiongween Beijing and Brussels. Rather,
China-EU relations are a series of multilateraltmenships, which involve Chinese and
the EU bureaucratic institutions, national capi@i€€U MS and corporate actors. They
are all playing equally important roles in this tiateral relationship.

2) Both Chinese bureaucratic actors and their Europeanterparts have built up their own
centre of gravity in their attempts to shape theral Sino-EU climate change (CC) and
renewable energy (RE) collaborations. On the onalhthese actors are pursuing the
policy agenda or collaboration strategies that hbgen crafted or approved by the
respective decision makers. On the other handethetors have mobilised their own
expertise or formed alliances with other stakehslde exert influence upon the policy

choices by the ultimate FP decision making entities
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In order to test the above hypotheses, this preygcapply an inductive approach to link IR
theories with empirical evidence within overall GfEU relations. Realists, Liberals and
Constructivists ideas have all been utilised bygyahakers from Beijing, Brussels and the
national capitals of MS. Given the nature of tligit, it is not driven by quantitative data
collection; rather it is concentrated on analysmgdiscourse. This thesis will therefore
employ a qualitative approach to conduct this netedn doing so, this thesis will use the
case study design in chapter four, five, six to ties hypotheses. According to some political
scientists;Case studies enable researcher to focus on awartpolicy area and study it in
depth (Burham et all 2004: 53). While both qualitativedaquantitative data can be utilised
in this method, this thesis will utilise more quative data in order to evaluate the process

and possible outcomes of China-EU collaboration.

After identifying the models of research desigme, dluthor will have to decide what kind of
data she will collect in order to fulfil the reqeiments of the research model. As mentioned
earlier, collaboration between China and the EWC@nand RE is a recent phenomenon in the
development of Sino-EU relations. It has not beewidely studied as other elements of
China-EU relations. Primary, or first-hand, dathest to facilitate the requirements of this
research. As suggested by some scholars, Prinagajodnsists only of evidence that was

actually part of, or produced by, the event in goes’ (Lichtman and French 1978: 18).

To collect primary data, the best approach is twdaot interviews. Due to the opaqueness of
the Chinese policy making process, the author bedi¢hat semi-structured interviews are
deemed to be most appropriate with which to olta#required data. The author will
conduct semi-structured elite interviews with dexismakers and practitioners who have

extensively worked in this area. The author widlwlron contacts from her previous
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consulting projects as well as contacts from séadraer participations in think-tank
conferences. The author believes these interviewdlegrovide invaluable insights into the
current developments on China-EU collaborationyels as asserting visible, and invisible,

barriers that prohibit collaboration from proceegifarther.

Despite the limited amounts of secondary data alkalin this area, the author will still need
to consult them. Referring to secondary data, rasnaber of scholars have asserted, consists
of “other evidence relating to and produced relatedeaceverit (Ibid: 19). The secondary

data will allow the author ttverify and confirm (up to a certain extent) the sistency of the
information and data collecte(Burham et al 2004: 179). This thesis will drawmatary

data mainly from official documents and analysestem by scholars and up to date media
sources. In addition, this thesis will examine thles of European conglomerates in
facilitating or undermining collaboration betweehi@ and the EU. The annual reports from
publicly listed conglomerates will become an impattsecondary source from which to
understand the subject, even though they are ntiewfor the purpose of academic

discussion.

Given the complexities of the Chinese FP making@ss and the hybrid nature of the EU,
this thesis will conduct analyses at three levelgrder to fully comprehend China-EU
relations and their collaboration on CC and RE.

1) China-EU level: This thesis will evaluate how demis are made and implemented by the
Chinese governmental departments and their EU equants affect the overall
collaboration on CC and RE. This thesis will alssess to what extent the outcomes of
their collaborations are shaped by either theirividdal bureaucratic preference or

corporate interests.
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2) China-EU-EU MS level: This thesis will examinevibat extent the policy preferences of
the MS will determine the outcomes of China-EU adration. At this level, the thesis
will assess how individual MS interact with Chinidher to enhance or to distort their
bilateral collaborations. This thesis will also s@er how the individual M'Sown
interests have undermined the overall coherendbeoEUs policy agenda on Sino-EU
CC and RE collaborations.

3) The European institutions and the Chinese provirgnaernmentslevel: At this level,
their collaborations have mostly reversed into gomsource of bitter disputes between
China and the EU. This is largely due to the Chenpsovincial government’'s own
authority to dictate its local renewable energyustdy without consideration of China’s
overall renewable development strategy and thenatmnal demand and supply of the
renewable equipment. At the provincial level, ttiissis will turn the focal point to the
relations between the large private owned enterprasd their respective governments in

the wake of the Sino-European solar panel dispute.

The purpose of presenting the different levelsnaigsis is to test the hypothesis that
“China-EU collaborations on CC and their overakitiehs are not bilateral but
multilateral partnerships with various layers, dmerefore they must be considered from

different actorspoints of views.
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Chapter One Conclusion:

In conclusion, this chapter has outlined and reethe shortcomings of the current

literature on China-EU relations, which have predwately concentrated on both China and
the EU as monolithic and coherent actors in thegagements with each other. Instead, this
thesis will adopt the Process Approach of Foreiglicl? Analysis to disentangle the relations

amongst main protagonists of China-EU relations.

With a focus on various foreign policy actors irstthesis, the author believes that the
Bureaucratic Politics Model and the related Fragee@uthoritarian model are also
equipped with significant explanatory values whesytare used to examine the foreign
policies of non-democratic regimes, such as ChMiaile China and the EU have undergone
a dramatic transformation in recent years, themm®n interests in climate change and

promoting renewable energy have emerged as a reawf@rscholarly debates.

However, there is a dearth of secondary literatuthis area. The existing literature has
mainly focused on collaborations at the China-BEl¢levithout assessing the cooperation
made by individual governmental institutions andoooate actors from China, the EU and
member states. This thesis aims to fill the liwmgaps by examining the roles of the
relevant actors in shaping the overall collaboretim the following Chapters; Four, Five and
Six. The thesis has also outlined the level of ysisland research methodology that will be

used in the thesis.
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Chapter Two: Not quite a strategic partnership: AnAssessment of China’s
EU Policy between 2001 and 2013

Introduction:

This chapter examines the developments in Chind'pdéicy between 2001 and 2013. Both
China and the EU have consistently emphasisedtperiance of their diplomatic relations,
and have made serious efforts to maintain soundago ties. In 2001, China’'s WTO
membership marked as a historical milestone in &&ireturn to the international
community. Its successful application for WTO menshg was thanks to the substantial
help from the EU and individual member states (M®e two sides then enjoyed a relatively
short honey-moon period and before suffering bites by the end of 2008. In the past three
years, their relations have again been revivedhagte backdrop of the global financial

crisis and lingering sovereign debt crisis withie Eurozone.

During these twelve years, China’s engagementstiwéhiunion have largely reflected its
rapid economic growth as well as a major politidablogy shift amongst the decision
makers in Beijing. The main aim was to have amiablations with both the EU and
individual members, and to accelerate China’s oganemic modernisation through the
absorbing of advanced technologies and industx@¢rise, from the EU. Despite having
strong commercial ties, their relations were ng [@®blematic than China’s relations with
the other great powers. With the ups and downshafig&&EU relations, both Beijing and
Brussels were disenchanted by what they could tdfeach other in order to establish a so-
called “strategic partnership”. China recogniseat the EU had a long way to go before it
could become a credible player in the internati@amaha. As a result, China shifted its

strategy from dealing with Brussels to strengthgriig bilateral ties with MS.
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China’s EU policy has exhibited distinctive chaeaidtics in its foreign policy (FP) agenda,
such as a staunch belief in safe guarding natmmagreignty and resentments of past
humiliations. Its economic engagements with thetfdent have largely been intertwined
with specific political agendas such as the “Onen€lpolicy”. Policy makers in Beijing
believe that smooth political ties are the prersiges of further economic collaboration.
China has begun to flex its economic muscle toea@hpolitical goals. In other words, China
never hesitates to practice economic statecrafigrein conventional or non-conventional
forms, when engaged with the EU and individual l$Shas already been argued in Chapter

1,.

Practising economic statecraft requires a numbactlrs involved in both the FP making
and implementation processes. There are no shastagenbers of actors participating in
China’s EU policy making and implementation. Thelging nature of China’s EU strategy
has reflected the expanding scope and numberagérs participating in the policy-making
process. These actors are either semi-autonomauganromous, and have built up their own
centre of gravity in their attempts to shape BgignEU policy agenda. On the one hand,
these actors are pursuing economic statecraft uhdeemit of Beijing’'s careful executions
of its EU policy. On the other hand, these actagetmobilised their own expertise or have
formed alliances with other stakeholders to exdltience upon the Standing Committee of
the Politburo (PSC), which is the ultimate FP decisnaking body in Beijing. This chapter
will seek to explore the dynamics and the conflatsongst these two groups of actors, either
semi-autonomous or autonomous, when they comedlt@nce the policy making process as

a whole.
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This chapter will firstly provide an overview of @a’s EU policy by searching for its
origins and objectives in Section 2.1. It also aimprovide an insight into, and the identity
of the main protagonists of the Sino-EU relatiopshithe past 11 years. In section 2.2 this
chapter will then identify who are the actors catheparticipating in the formulation of
China’s EU strategy as well as who is implementhrag strategy. It will attempt to unfold
these actors’ relationship with decision makersthrer words, the relations between the
bureaucratic/governmental actors and the ultimatestbn-making entity. Finally, in section
2.3 this chapter will explore the roles played by torporate sector in China’s EU policy
making process. In doing so, this thesis will ansoree of key research questions, to what

extent these FP actors have shaped China’s EUypabdking.
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Section 2.1: An Overview of China’s EU Policy betwen 2001 and 2013

This section aims to provide an insight into ChenBU policy in the past eleven years. It
seeks to explore sources of Beijing’s EU policyratge and to search for correlations
between China’s foreign policy (FP) objectives &tdna’s engagements with the EU and
the individual member states (MS). It will explaire reasons why China has largely failed to

establish “a strategic partnership” with the Eupé&nion.

This section will also reflect the increase in s@pd the complexities of China’s EU policy
as China has re-emerged as a global power. Thigiegaature has provided fertile ground
for various Chinese FP actors competing to shap@alicy process. This section will pave
the way to examine how these competitions and mbathetween the Chinese FP actors have
played out in formulating China’s EU strategy ie thext section. This section will firstly
examine the objectives of Chinese FP, and thertlsdéar correlations between China’s FP
goals and China’s EU policy. By depicting the melallenges to China-EU relations, this
section will also assess to what extent China’spélity has actually created, rather than

eliminated, persistent obstacles to further stiggrghg Sino-EU relations.

China’s FP objectives have been mostly inspiredsgore national interests, which are: 1)
To prioritise economic developments over politigliralism as a function of reinforcing the
Chinese Communist Party’s legitimacy with the Peppl

2) To maintain social stability across differenbyinces through a reduction in income
inequality by promoting further sustainable econogriowth

3) To safeguard the absolute leadership of the&3leiiCommunist Party (CCP)

76



4) To safeguard territorial integrity and natiosalereignty through a policy of zero-
tolerance towards separatists unrest in Tibet anflaxg, and the secession of Taiwan.
Chinese President Hu Jintao summarised these reagmsiating that China’s diplomacy

must safeguard the interests of sovereignty, sycamid development (Hu, 2009).

Therefore, Chinese FP has always served the itgesEdomestic politics, which is first and
foremost to create a stable external environmeatder to help China’s own economic
developments and to acquire advanced technolagie®tiernise the country. More
importantly, the ultimate objective of Beijing’s k#to sustain the absolute leadership of the
Party. Facilitating continuous economic growth haen, and will continue to be, the vital

source of the CCP's modern day legitimacy.

China’s FP has defensive and inward looking obyjestbased on its core national interests.
Such ideas were initiated by Deng Xiaoping whoestdhat China should be “Keeping a low
profile in international affairs and focusing omaestic economic development”(Wang,
2011: 159). China’s active engagements with Europe, the Wiadiner advanced industrial
states have served this purpose well. Under cectasnmstances, Chinese leaders had to
make some compromising choices to not antagones&$in order to cultivate a relatively
peaceful environment to allow its economy to flstrin the 1990s, just as Japan did in the
1950s. For example, China had been very reluctatatke any military actions against the
US even when cross-strait relations were at a avypoint in the late 1990s. From the late
1990s onwards, China became a net importer of arildad other raw materials from

resource-rich states. Therefore, it has been driazi&€hina to maintain sound relations with

5 | am using the official translation from MFA here, which is different from commonly known as “Bidding times
and hiding capabilities”.
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African and Latin American countries to secure @hrenergy supply to support and

accelerate further economic growth.

Chinese FP agenda is driven by three consideratibegconomy, world order and regional
security considerations. In the case of Sino-Elti@hs, economic considerations have been
placed at the centre of China’s EU policy. Deveahgpstrong economic ties with the EU and

its MS reflected changes both in Chinese domeslitigs and international affairs.

Domestically, China has deepened its market remchrestructured significantly the state
controlled economy since the late 1990s. A largalver of non-performing and debt-ridden
SOEs were ordered to be shut by the central govenhithe Chinese economy very much
needed to be sustained by profit-driven and exgdasteented private entrepreneurs. Joining
the WTO became a realistic option as it would edige the Chinese economy even further.
The EU’s support was important to China’s succésgiplication. A willingness to join the
WTO became a necessity, as it would help to integthina into the world economy. For the
Chinese government, “the WTO membership was anagomnopportunity and a challenge

for the Chinese compani@eople’s Daily, 2001)".

Externally, China has always admired highly innexatndustries and cutting-edge
technologies from the EU and the US. It considets lsontinents to be vital sources of
obtaining desired expertise and knowledge. Howaver more difficult to acquire them
from the US given its various tariff restrictionsdanon-tariff barriers. By engaging with the
EU and its MS, China has benefited from extensagearch and development agreements
with its European counterparts. Since the mid-198@sEU had enjoyed a long period of

economic boom; and Chinese manufacturers had exped soaring demands for their
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manufacturing products thanks to the relatively i@alue of the RMB. The Union became a
vital export market for China. The boom had enrithdarge number of private
entrepreneurs and secured a considerable portiemployment in China. This sound

economic growth further legitimised the Chinese Gamist Party (CCP) regime.

Despite having close economic ties, China-EU cororakrelations have become rather
problematic. The EU’s refusal to grant China Mafkebnomy Status (MES) is one of the
recurring obstacles that have not been overcontkébiwo sides in the past twelve years.
Brussels refused to grant China a MES based otkaofaransparency and the heavy

governmental intervention in economic and tradécpes.

The rejection was also considered a political hiatadn by decision makers in Beijing. They
argued that the granting of the Status would bereefit for the Sino-EU strategic partnership
both economically and politically. They realisedttthe refusal was principally due to three
reasons; 1) a large trade deficit between the Uam@hChina; 2) the Chinese government’s
market intervention is not fully in line with whtite EU consider as a market economy; 3)
the EU, in particular the European Commissionnaptied to use MES to leverage more
bargaining power in order to resolve trade dispatesmarket entry barriers that

disadvantage European companies.

However, the MES is of exclusive competence ofGbenmission. It continues to emphasise
that the refusal is “a purely technical mattert teavithin the framework of EU's anti-
dumping policy, China has not yet fulfilled the eesary requirements to be granted the
status” (Remond 2007: 346).Chinese officials asgd what was perceived as the arrogance

of the EU and accused the Union of being self-eg&d in prohibiting Chinese products
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from entering the EU. They had been frustratechieyEuropeans’ reluctance and also

confused by the indecisiveness of Brussels.

In response to the EU’s rejection, China startestrietch its economic muscle and conducted
several forms of economic statecraft in order &at¥ potential opportunities for the granting
of MES. Beijing took both positive and negative sw@&s simultaneously to facilitate their
engagement with the EU and the individual MS. Hosveits “carrot” and “stick” strategy

has not been successful.

In terms of punitive measures or “sticks”, Chingde to set higher market entry barriers to
European firms, which either wished to continuerapeg in China or to commence
greenfield investments. The Ministry of Commerc8eaijing (MOFCOM) also sets quotas
on certain products to cut off the European comgsrsupply chains. For example, Beijing
had limited the export of the rare earth minerahsciv consists of a category of 17 elements
that are found in an array of hi-tech products.n@thas mainly exported to rare earths to the
EU and the US, which are widely used in manufaotusolar panels, wind turbines and
smart phones. China accounted for more than 908wbhl production of such materials by
the end of 2012. Beijing has tightened suppliegaggdly over the past four years, but this
measure was not as effective as expected. Thegysetdy MOFCOM have not been
exhausted by foreign buyers since 2010. The shap mcrease caused by Beijing has
increased investments in production elsewherentiagtwith time break China’s near-
monopoly over the supply of rare earths. In addjttbe MOFCOM'’s tough stance on
imposing rare earth quota has caused constanotenisetween the MFA, the MOFCOM and
the Ministries of Technology and Information as veesl among other related governmental

entities. This thesis will discuss the sourceshefrtconflicts in the next section.
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Besides negative measures being taken, China badtéred “carrots” to certain MS to
improve their bilateral relations. This in turn l@eated a greater propensity for those MS
lobbying the Commission when the EU comes to degidin China's MES in Brussels.

Those countries were mainly from members at thesEduthern periphery.

Between 2002 and 2008, representatives from ltadlySpain were the main advocates in
refusing to grant China a MES inside the Commissfanthe sovereign debt crisis lingered,
debt-ridden Southern and Eastern European membeestieated China as “a complement
or even an alternative to European or IMF loangid@nent and Plenser, 2011: 8). China
made purchases of governmental bonds as a sigmsdurance and trust. For example,
China agreed to buy Spanish governmental bondawtilue of over 1 billion Euros during

Vice Premier Li Kegiang’s visit in 2011.

However, China’s “carrots” seemed to have recelitdd in return. It has even placed

Beijing in a difficult situation as these investrt®m a troublesome Euro bonds market could
jeopardise China's vast foreign reserves. At |B@%i of China’s foreign reserves were
deposited into the Euro bond market and China bkaserhe the largest trading partner of the
EU. Therefore, the Euro sovereign debt crisis wasgs much a crisis for China, and saving

the Euro was also vital for China.

Even so, China became very hesitant in increassngoldings in a problematic, or even

insolvent, bond market as Chinese state-owned dinhimstitutions would receive little

return on investments. Yet, the Chinese officiad finally decided to increase the amount of
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Euro bonds via European Financial Stability FunBSEf (Reuter, 2012b). They would not
make any further attempts to exchange a favouregida for China’s MES by purchasing
more insolvent bondSTo this extent, China and the EU’s economic retetihad largely
remained turbulent even if China had utilised Bigtrrots” and “sticks” to engage with the
European Union. The two sides have not been aldgdocome obstacles of MES refusals

and trade disputes during the past twelve years.

Between 2001 and 2012, China experienced an urgeetad transition to become an
emerging economic giant and a global power in wgitlt had therefore eagerly searched for
a new international identity and recognition. Ctsnaeighbours have feared that China’s was
ultimately a threat to their national interests2003, the Peaceful Rise discourse was issued,

debated and utilised by Beijing in order to reassta neighbours and the rest of world.

The Chinese government realised that the “Pea&aéal’ discourse seemed to share
commonality with what Brussels promoted as “a ndive&ivilian power” (Song, 2010:

772). The EU could be a natural partner to Chinéninternational community. According
to Zheng Bijian, the architect of China’s Peacéide discourse, “A peaceful rising China
does not have fundamental conflicts with an integt&U. We share so many commonalities
with the EU, in particular we all agree that in&ianal politics is based on a multilateral

framework and the pursuit for general public gofgtieng 2006).

The EU Commission’s China paper also stated thhirf&€and the EU share positive and
common values” (EC 2003). However, this “commonaktas a cogitative mistake from

both sides. The most obvious example is their diffeperception on “multilateralism”.

®EFSFis replaced by European Stability Mechanism
7 Interviews with officials at Ministry of Finan@nd MFA in Beijing, Aug 2012
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Multilateralism, for Europeans, is a defining piple of organising the world politics and a
core element of constructing the “normative powsrthe EU. Multilateral cooperation

should solve most transnational problems and egereshard security issues.

While for China, multilateralism is “a continuatiom realpolitk by other means (Holslag,
2011: 295). It is a “tool and tactic” with which {Dla can advance its own interests
(Shambaugh, 2011: 19). Chinese officials percetliatiencouraging China’s participation in
multilateral institutions was in fact a trap to tan the rise of China. It could undermine
China’s ambition to restore its great power statushould not be considered as a regular
mechanism to solve global issues. Their differamteptions of “common values” had

caused more frustrations than further enhancenfehewo relations on several occasions.

In the case of climate change, the fundamentasidiniof multilateralism between Beijing
and Brussels was the driving force that caused&fuimppose the EU’s stance on an
international climate change regime. Chinese @ffscviewed that tackling climate change
and carbon emissions should be resolved by anithdiVcountry according to their different
situations whereas the EU contended that envirotahesues were transnational in nature
and should be resolved via binding rules from ma¢ional organisations. This thesis will
offer an in-depth discussion on the division betw€&ina and the EU on climate change

issues in Chapters 4, 5 and 6.

Chinese FP makers have a long tradition of assuthetg'Multilateralism” was equivalent

»n 8

to “Multi-polarity”“. They view the world as consisting of differentggounder a US

hegemony, and China has to make alliances witlr gibles to challenge US supremacy.

8 Interviews with a senior official at IDCPC, Sep 2012
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Given the EU's rising profile in international pids, Chinese FP makers assumed
“establishing an alliance with the EU could underenUS dominance, and was a viable

option”(Wu 2004).

However, some European China analysts suggestetfdhaing an alliance against the US
was a naive idea and this was elaborated by Cheeg#ars. Establishing an alliance with
one country does not necessarily intend to opposthar partnéf. The EU and the US

actually share many more common values, such asaemp liberal democracy, respecting

the rule of law and universal human rights, tham@lloes with Brussels.

Beijing’s misunderstanding of the EU has brouglvese consequences to its relations with
the Union. Between 2003 and 2006, Chinese officiase rather optimistic about
overcoming one of the perennial obstacles of Sibo-&ations, namely, the arms embargo.
The EU’s arms embargo to China was imposed immagliafter the 1989 Tian’anmen
incident to condemn China’s lack of respect for deracy and individual human rights.
Economic sanctions, or embargo, were one of theardional forms of economic statecraft

that the EU had practised when it engaged with &hin

Since China joined the WTO, the Chinese governmreatte great achievements in
improving the living standards of ordinary Chings®ple. Meanwhile, both China and the
EU declared an intention to establish a “stratpgitnership” with one other. Therefore,
lifting the arms embargo was seen as a naturaltstsfpengthening their partnership

according to Chinese and some European officiadsis.

9 Interview with Dr Gudrun Wacker at SWP, Berlin,N&011
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Moreover, France and Germany were governed by teadéh a “pro-China” attitude during
that period. Despite the UK’s closer relations with US, the Labour government was also
in favour of the lifting of the arms embargo. So@t@nese FP makers argued that the “arms

embargo could be lifted without any hesitation g &nd of 2005” (Ibid).

Unfortunately, Beijing had under-estimated the Wuence on Brussels on this occasion.
The White House had openly stated that the US @apthee EU’s proposal to lift the arms
embargo on China. Chinese officials had mistakeahcluded if German, French and British

reached agreements, the EU%&s a whole must form unanimity.

Agreements though had not been achieved among&6tB&) members. In addition, with

the enlargement of the EU in 2005, former Eastesm@unist countries were admitted such
as Poland and Hungary, which had expressed suspiaitd negative views about the CCP.
This has further increased the difficulties inii§ the arms embargo. Since then, Chinese
officials have almost given up the hope to lift #rabargo from Brusséfs The failure to

reach an agreement marked a turning point for &ldaelations. Beijing finally realised the
impotence of EU formulating a unified China polieyd it was disenchanted by what the EU
could offer to China. To this extent, China shiftesdfocuses back to engagements with
individual MS, which would certainly benefit Chieaonomically. This in turn may add to

China’s economic and political leverage to Brussels

Apart from these two persistent obstacles, Chirsabden in dispute with the EU on other

normative issues, such as China’s human rightsdeand China’s political reforms. This

1 1n time of the event, there were 25 member siatése EU
12 Confirmed by a senior official at MFA, AugustlZ0
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was largely driven by sources of Chinese FP, nanieyrevival of nationalism and the safe
guarding of territorial integrity and national soegnty. These sources have profoundly
shaped China’s FP as well as its internationaltiteMNeedless to say, China’s EU policy

has also been determined and further complicatetidse sources.

A strong sense of nationalism is a product of copierary Chinese history. China was ruled
as a semi-colonised state either by Japanese\Wesyern major powers until 1945. The
CCP government gained its legitimacy through fightioreign invasions. Consequently,
being independent from any foreign influence wdwed by both the elite and ordinary
Chinese. The Chinese government has utilised redison as an effective instrument to unite

the country as well as to achieve the goals dfits

The 2008 Beijing Olympics was a historical and sgiidomoment for China. Most Chinese
firmly believed that their country had finally aelied the status of a great power in the
global arena and their past humiliation was withgway following one global sporting
event. Yet, Chinese willingness to show its nati@tieength was challenged by the EU and
some MS. The President of the European Parlianpeantlg called for the European leaders
to boycott the opening ceremony of Olympics agja sf protest against China’s heavy
crackdown on Tibetan riots in March 2008. This gestad brought a disastrous impact on
Sino-EU relations. Europeans’ vociferous criticisad enraged both the Chinese elites and
the public. Chinese has always resented Europedimg)tthem what to do and believed that
Europeans were “jealous of China’s economic sucaedlayed a conspiracy against the
Chinese people” (Xinhua, 2008). To a great extatibnalism is a formidable force in
Chinese FP which has clearly been overlooked asdmderstood by the Europeans. Their

complacency on how they can shape what is happ@&mi@bina should be abandoned.

86



Nationalism has also created an attachment to sta&&reignty. Beijing and Brussels hold
very different, even contradictory views on natios@vereignty. There was “a conceptual
gap on sovereignty between China and the EU, witieads misunderstanding and disputes”

(Pan, 2010: 235).

State sovereignty by the CCP’s understanding ctnasigerritorial integrity and
independence from external interference in domestairs. It was non-transferable and
absolute. Whereas in Europe maintaining state say®y was not a key component of FP
for both Brussels and its MS. EU members have poibleir sovereignty and joined the
European Union. They view sovereignty as a maftaccountability, which means a
government must be accountable to the people gmgsv The role of the state is to protect
the economic well-being, basic human rights andsay security of its population.
Accountability is the main source of governing tegacy of a state. Accordingly, Europeans
emphasised the protection of human rights as dukegtion of a state, and contended that the

role of sovereignty in international politics wamséishing and linked to authoritarianism.

Their different understanding of state sovereidrayg caused bitter disputes between Beijing
and Brussels as well as having distorted Chind&iomns with some MS. This was exhibited

in China’s policies on Tibet and on human rightank the CCP’s perspective, to keep Tibet
within the PRC's territory is to safeguard natios@lereignty. The Tibet issue was also under
the domain of domestic politics. According to thieiri@se government’s understanding,

“what the Dalai Lama, the exiled Tibetan spiritleglder, wanted to have is the independence

of Tibet and some parts of China’s western prosn@btaining more religious freedom
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from the CCP government was just an excuse by diwirt more support from the

Europeans and the Americans” (Xinhua, 2014a)

Whereas the Europeans treat Tibet as a human rggus and suggested China should allow
the granting of more religious freedom to Tibetamarder to legitimise China’s sovereignty
in the region. Beijing denounced the EU and its figiSnterfering in its domestic politics and
undermining China’s national sovereignty. It accle Europeans of ignoring what China
has achieved in improving the Tibetans’ living chioths, and instead of only focused on

what China did not obtain.

To conclude, China’s EU policy is representativéhef fundamental characteristics of
Chinese FP. China is a country with “dual identigdmbining a developing country reality
with great power ambitions. Therefore, this paftacudentity has created “issue-oriented
national interests, which can easily conflict wiitle type of value-based relationship most
preferred by the EU” (Zhang 2009: 123). It has beflittle surprise that Beijing’s EU policy
has largely failed to overcome two of the biggdsttacles, which are obtaining MES and
lifting the arms embargo. These strains show no sfgabating, and illustrate that closer
bilateral trade ties alone cannot achieve a sti@fgtnership as both sides have expected.

To no extent did Beijing and Brussels share “commwanes” as they both declared.

Over the years, China’s EU policy has changed aatgtito its core national interests. These
changes have induced a large number of FP acttectume involved in formulating policy.
The next section will shift the focus to the actpalicy process and the way these actors are

engaging in the process.
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Section 2.2: The Bureaucratic Actors in China’s Foeign Policy Making
Process and their impact on China’s EU policy makig

No analysis of a country’s foreign policy (FP) denconducted without a comprehensive
understanding of the FP formulation process. Tladyars of China’s EU policy and overall
Chinese FP are not exempt from this logic. Thisiseavill observe the expanding scope and
the number of players involved in China’s EU polmgking. It will also seek to explore the
reasons why the Chinese FP making has undergoroeasg of institutionalisation and

pluralisation.

By using the Bureaucratic Politics Model (BPM)aiins to disentangle relations between
bureaucratic actors and the ultimate decision-ngakizdy in Beijing. Through examining the
policy process, it will also demonstrate to thes@xto which these institutions have

conducted economic statecraft on behalf of the €l@rgovernment.

This section will firstly offer reasons as to whizifa should not be treated as a monolithic
entity when the Chinese government comes to fortimgias FP. It will then identify how

the main ministries or governmental institutions participating in the policy process.
Finally, it will assess the extent to which thesedaucratic actors have shaped China’s EU
policy agenda. Due to the restrictive length, #astion will dedicate its discussions to the
intricate relations between governmental institigiand the ultimate decision-making body.
The next section will exclusively focus on the ext® which the Chinese corporate sector

has influenced China’s EU policy.

FP actors are “institutions and individuals whodn#éwe power to make FP decisions, and are
formally part of the FP formulation process, orksteinfluence FP” (Jakobson and Knox,

2010:2). According to this definition, any institut or individual that fulfils such criteria is
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considered as a FP actor. This definition has esiticted FP actors to exclusively being
from government ministries and institutions. Infitial non-state actors are also seen as
active FP actors in the Chinese FP making pro@&sgshis section will exclusively focus on

governmental institutions.

In the past twelve years, IR scholars and somedéwperts shared a view that China is no
longer a monolithic FP player in international pgo$ (Ibid, Lampton 2008, Wang 2011).
Beijing’s FP formulation has become increasinghedsified and pluralistic compared to the
one of Mao and Deng’s era. There have been fiezbatds on who makes Chinese FP and
why there has been a proliferation of institutipasticipating in Chinese FP making process.
The answers to the above questions are far froar almongst IR scholars. However, what
remains unchanged is the ultimate decision makawvgep of the Standing Committee of

Politburo (SCP).

The main reason for such changes is due to thendipascope and increasing complexities
of Chinese FP. Beijing’s FP has evolved from simpBintaining amicable relations with its
neighbours and other great powers to developiogger term strategy with Africa and Latin
America. Given its unprecedented economic growthn&is seen as an engine of recovery
against the backdrop of a global financial crigis.a result, Chinese FP has incorporated
what are traditionally considered as “low politick¥mains such as economics, global
financial institutional reform, climate change dnckign aid as integral parts of its FP. China
has become an indispensable member of the inten@ttommunity organising international
politics. The idea of “Tao Guang Yang Hui” or keegpia lower profile is “a necessary

component of Beijing’s foreign policy, it is alsosufficient” (Wang, 2011: 76). Therefore
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the FP making process has become more diversifiddesulted in more detailed division of

labour for each participant within the process.

Changing the CCP leadership has also contributetstibutionalisation and diversification

of the Chinese FP making process. The CCP leagehnsisi evolved from what Charles
Hermann defined as “a predominant leader” durin@ liad Deng'’s era to “a single
collective group”, which currently consists of nimembers at the PSC who was headed by
Hu Jintao (Hermann, 1981: 363). As many China espmsrserved, “Hu paid greater
attention to formal institutions in policy makingying a greater emphasis on proactive and
pragmatic diplomacy and collaborates more closelly Rremier Wen Jiabao” (Lai 2010: 37,
Bachman 2003: 116). Such an opinion was also echpsénior members at the MFA and
the MOFCOM. “Since China joined the WTO, Chinesenfd@king process has become
institutionalised and required professional knowketh specific policy domains such as
complex financial deals and carbon trading man@nfdiplomats at all level$®. As a result,
there has been a surge of various governmentutistis and non-state actors participating in

both policy making and implementation processes.

Moreover, the PSC under Hu’s leadership was vergimii favour of consensus building
when they had discussed both domestic politicsFdhdPresident Hu had always emphasised
reaching consensus amongst the other eight merobtrs PSC even if occasionally the
consensus was merely an illusion. Therefore, thmmance of consensus building within the
PSC has encouraged institutions and actors batteiasid outside the official FP making

mechanism to find ways to influence the views & BSC members.

13 Interviews with senior members at MFA and MOFCOM in Beijing, August 2012
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However, this process of institutionalisation hasundermined the ultimate decision-
making power of the SCP. The SCP is the ultimatésé making body of both domestic
policies and external affairs in China. It delidesaon the most important matters. In
particular, it takes critical decisions on exteratfiairs that relate to national sovereignty,
territorial integrity and potential military condiis as well as shifting FP orientations. As a
senior Chinese diplomat pointed out, “issues withendomain of ‘High Politics’ will only
be decided by the SCP. Other policies such as ®igtaange, energy security, trade and
international aids will be ranked by the SCP memlaecording to their perceived
importance. The higher such an issue ranks, the ialy the related policy is decided by

the SCP members within a very short period of time.

According to my interviews with diplomats at MFAgdvernmental departments will only
provide choices of policies for reference to theS@embers*. Therefore, it is overly
simplistic to conclude that one particular governtaédepartment or non-state actor prevails
in Beijing’s FP making process. Moreover, the SG¥nbers are overloaded with other
important domestic policy decisions to be madeh&®always been of secondary importance

compared to the discussions on domestic issuesgdBCP members’ weekly meetings.

As a result, most Chinese FP decisions were takendmbers of CCP Central Foreign
Affairs Leading Small Group (CFALSG). Under the S@k CFALSG together with the
PLA Central Military Commission (CMC) are two eglyamportant agencies in handling
matters related to Chinese FP. These two agenaagsponsible for reporting policy

proposals on external affairs for approval or otigecto the SCP. In the case of China’s EU

14 Interview with a very senior Chinese diplomalt/i&A
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policy, the PLA CMC plays only a small role as mokChina’s EU policy agenda are

primarily economically focused.

Apart from the SCP, actors that participate in @easFP making process have a relatively
clear division of labour. Ministries such as the MM OFCOM and the International
Department of the CCP (IDCPC) manage the dailyrass of China’s external affairs. They
also submit policy proposals or strategic optianthe CFALSG and the SCP members and

carry out research accordingly.

Submissions of policy proposals offer a myriad pportunities to these ministries in an
attempt to shape the final FP outcomes. Despiteltimate decision making power laying
with the SCP, Chinese FP making process has ergedigzarticipation of various ministries
and institutions through their supplies of poliepposals. The relevant institutions have
therefore retained a level of autonomy throughpitogosal submission process. In other

words, they are semi-autonomous bureaucratic actors

On the one hand, they carry out and follow theqedi made by the SCP. On the other hand,
they mobilise their expertise and resources imgite to shape the Chinese FP agenda
according to their own preferences. They haveedrio create their own centres of gravity
and shape the decision making process. Accordisgueral interviews conducted with
diplomats at the MFA and the IDCPCthey suggested that most policy proposals haga be
carefully drafted and extensively discussed invaté “Divisions” and “Bureaus® before

the CFALSG members’ meetings taking place. Mingtdrthe relevant departments finally

have to present those proposals to the CFALSG dst kases, the CFALSG members do not

15 Interviews with diplomats at MFA, MOFCOM and IDCh Aug 2012 and Nov 2012 in Beijing and Brussels
respectively

16 Division is written as&t Chu”, “Bureau’is written as “& Ju”
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object to proposals provided by relevant institogi@nless there are major disagreements

amongst the CFALSG members.

Related to China’s EU policy, the China-EU highdepolitical dialogues are co-organised
by the MFA and the IDCPC on the Chinese side. Thedegues are one of the most
important mechanisms of policy exchanges betwedinBand Brussels. The scope and
contents of such dialogues are mostly researche:g@pared by the European Bureau of the
MFA and the EU bureau of the IDCPC. According teesal interviews with senior staff
members at both institutions, “CFASLG members haseer rejected any contents or
proposals for the policy dialogues since they vestablished in 2003". More often than

not, the CFASLG members who participated in then@ttU dialogue had only added a few

minor comments based on what the MFA and the ID@REided.

For example, China-EU policy exchanges on healéheeform had never been part of the
dialogue as it was beyond the scope of foreigrcgollowever, in 2006, the EU bureau of
the IDCPC included a discussion on European health reforms and believed it would
become one of key areas for further China-EU coliation. The IDCPC submitted the
potential dialogue proposals for the CFASLG’s appftpwhich was disagreed with by the
MFA based on the position that health care wasanarea of concern for China’s foreign
policy. Ultimately, the CFALSG fully agreed thatthealth care issue had been a sector of
immediate concern for both China and Europe. Thegepolicy exchanges in this domain

became a core component of the dialogue in yearsite.

17 Interviews with MFA AND IDCPC staff members, Awg 2012, Beijing
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The MFA of the PRC has traditionally dealt with &BU political relations and bilateral
relations with the EU MS. In recent years, givea ithicreasing weight of economic issues in
FP making, the Ministry of Commerce (MOFCOM), theoPle’s Bank of China (PBOC),

the National Development, Reformation CommissioDRC) and the Ministry of Finance
(MOF) have become the main institutions involvegetting China’s EU policy agenda
together with the MFA. All these institutions hasteongly challenged the status of the MFA
as “chief FP executive. Some of the domains of &ki&U policy overlap, which have
inevitably resulted in competition amongst theeliéint governmental departments. “One of
the MFA’s major roles is to translate broad polgtydelines or long-term goals into practical

policy choices and implementation plans” (Lai, 20145).

However, as argued above, China’s expanding intiemel role and the growing
complexities of global issues have resulted iroarfshing of all sorts of Chinese FP making
entities. Policy domains that are exclusively ryrtlie MFA have declined significantly. The
MFA must often rely on other entities for expertiseeven compete with other institutions

for influence.

As pointed out in the previous section, the EUfsisal to grant China status as a MES has
been a chronic obstacle in China-EU relations.dsselated to trade and foreign direct
investments have been mainly dealt by the MOFCQBLés related to MES and trade with
the EU have caused a major bureaucratic rift betviee MFA and the MOFCOM. Given the
importance of China-EU trade relations, the MFA hib performed an important role in
setting the negotiation agenda and facilitatingialchegotiations between the two sides in

2005.
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Due to a lack of trade and economic expertiseMRA has been marginalised during the
China-EU trade disputes and negotiations in regard4ES by the MOFCOM between 2005
and 2008. The clashes between the MFA and the MOFGO®how China should engage
with the EU had become almost a daily routine nath@n a rare occurrence. They disputed
the extent to which China should eliminate certaarket barriers to allow European
companies to enter the Chinese market. They weoeialdisagreement about whether China
should set retributive quotas on certain Europagorts. Quotas and market entry barriers

have been part of the reasons why the EU has cktosgrant China MES status.

Setting quotas as quantitative restrictions on ggpnd imports is one of the negative
sanction instruments when a state conducts ecorstatecraft. China has become
increasingly accustomed to doing so when it cormetealing with the EU and the US,

though it has not been at all effective. The MOFC@dd been the main agent of the Chinese
government and placed itself at the centre of Csitaetics to conduct such statecraft. Given
Brussels’ tougher stance on Chinese exports, Bejegan to explore similar negative

measures to disadvantage the EU.

In 2005, the MOFCOM had launched a textile war agfathe EU Commission in response to
Brussels setting retributive duties on 10 differigmpies of Chinese textile exports. During the
CFALSG meeting in May 2005, the MFA criticised MOFCOM'’s by saying the action

was “careless and did not consider the bigger mabfi Sino-EU relations”, whereas the then
Minister of the MOFCOM, Bo Xilai contended that tiFA had zero knowledge of
international trade™®. Externally, the MOFCOM had persistently pressedEU

Commission on withdrawing the retributive dutiestiextile and was determined to resolve

18 Interviews with MOFCOM officials who participatén that CFALSG meeting, Nov 2012, Brussels

96



issues related to MES between 2005 and 2006. kitgrthe MOFCOM prevailed over the

debate on whether China should set quotas on Eamdpetile imports.

Since China joined the WTO in 2001, the MOFCOM’'swpetence and power has expanded
significantly. It has become “one of the indispéisanstitutions for making Chinese foreign
economic policy*>. Two former ministers of the MOFCOM have even belewated to the
position of vice premiers between 2001 and 2002 @irkey responsibilities for the
MOFCOM is to boost China’s trade volume. It hagyptha vital part in promoting China to
become the world's largest trade partner with thelEpreferred to depreciate the Chinese
currency RMB in order to further expand China’sl#aolume with other key partners,
including the European Union. This in turn wouldhegt the MOFCOM as a governmental

department both financially and politically.

Economically, a larger trade volume had been symmug with a bigger departmental
budget in the subsequent financial years to corhe.blidgetary increase would also trigger
the political success of key officials of the MOFRI@nd the ministry as whole. Senior
diplomats at the MOFCOM have been promoted to migbétical rankings much quicker
than any other central governmental departmerBeijing®®. The MOFCOM's jurisdictions
have been extended to include oversight of Chioatward direct investments, which

previously belonged to the NDRC.

However, MOFCOM has not enjoyed many victories @veery long period of time. It has

been at odds with the People’s Bank of China (PB@G)na’s central bank over issues on

19 Interviews with ECIPE fellow, Brussels April 2011
20 Interviews with officials at IDCPC, September 2012

97



how China shall ‘rescue’ the Euro in order to avoidssive losses to its own economy. Since
2009, the EU has suffered from a double econonasiesson, triggered by the global

financial crisis and the sovereign debt crisis.IScrises have weakened European consumer
demands for Chinese exports. China was also ask#telEU to offer financial assistance.
The MOFCOM suggested to the SCP members that Ghimald offer direct financial
assistance to the nearly bankrupted Southern Eanopembers immediately to ‘rescue’ the
Euro. In doing so, they would avoid a massive decin Chinese exports and the collapse of

Chinese manufacturers whose main customers waretfre EU.

The most significant player in formulating China®netary policy, the PBOC, held a
contrasting position to the MOFCOM. The PBOC haanbdictating China’s domestic
monetary policy and its growing importance in ti@r@se FP making process mirrors
China’s growing impact on foreign economies andlevbinancial markets. The PBOC has
the authority of managing RMB exchange rates andda@vast foreign currency reserves.
These functions placed the PBOC in “a unique avdepiul position” (Jackbson and Knox,

2010: 11).

The PBOC did not object to the idea of “saving Bueo” on the grounds of China’s own
economic interests. Rather, as several scholant pot the Chinese leadership under
consistent advice from the PBOC, have always sup@dhe Eurozone for political reasons,
viewing it as a step towards the creation of malap currency order with RMB alongside

the dollar and the Euro (Otero-lglesias, 2012: Ryan, 2014:5).

Against the background of the Eurozone sovereidn désis, the PBOC challenged the

MOCFOM'’s idea of offering direct financial assistarto individual MS. Rather, it preferred
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to contribute to the European Financial Stabiliijé& (EFSF) or to deposit China’s financial
assistance at other international financial ingttivs. The PBOC was very cautious in
increasing its holdings in a troubled, or even imsot, bond market. The monetary policy
management committee of the PBOC has always begept. It has not “committed to a
further increase in holdings of European governaddminds rather via increasing
contributions to the EFSF” (Reuter, 2011; Yu, 20Mganwhile, it began to expand the
usage of the RMB as a settlement currency in Londwned at diversifying the holdings of

the US Treasury bond and European sovereign bonds.

In February 2012, Chinese and EU leaders hostedaeual summit. The governor of the
PBOC Zhou Xiao Chuan pledged that “China will alwayglhere to the principle of holding
assets of EU sovereign debts through the IMF orf2FBloomberg, 2012a; Reuter 2012b).
Such a statement implied that the SCP had alredolyted the PBOC's proposal of
contributing to the EFSF and would refuse to offieect financial assistance as the
MOFOCM proposed. The SCP realised that the MOFCQivbposal of offering direct
financial assistance to nearly bankrupted SoutBenopean members would receive little in
return. As a result, the MOFCOM did not manageravail in the debate on whether China

should ‘save the Euro’.

China’s EU policy was no longer a quest for syndrgiwveen “China’s Peaceful
Development” and the “normative Power of Europa&téad, the Chinese government
emphasised its economic ties with the EU. Aparinfincreasing bilateral/multilateral trade
and investments, the Chinese government has afsmdgd the scope and volume of
government procurement as well as collaboratiatetelop renewable energy with the EU

and individual members. As a result, governmemistitutions that are not traditionally seen
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as external affairs related departments also joihedoureaucratic land-rush. They have

widely participated in this multi-actors led poliayaking process and shaped the agenda.

For example, the NDRC, and the Ministry of Scieand Technology (MOST) are
departments that have mostly been responsibledimedtic innovation policies. Between
2009 and 2013, both departments have played wied in determining China’s climate
change policy as well as establishing Sino-EU lanbon zone partnership. Due to their lack
of experience in foreign policy making, they haveated more obstacles and generated a
negative impact on China’s EU policy, rather thamg their expertise to enhance relations.
This thesis will discuss the roles that the NDR@ RIOST played in Sino-EU relations to a

greater extent in Chapter 4 and 5.

To conclude, competition between the relevant $takiers or bureaucratic actors has been
prevalent and fierce during China’s EU policy preselhese bureaucratic actors are semi-
autonomous and have built up their own centre avity to influence China’s EU policy
agenda according to their own desired outcome$ia&deen argued in this section, there
was no single bureaucratic actor that prevailed every single policy debate. Rather, it had
largely depended on specific issues and the extenvaonments of that period. As China-
EU relations are becoming more complex, the nurabactors and the scope of the policy

will only continue to expand to a greater extent.

In particular, the dynamics of Sino-EU relationsdahifted from “pupil-teacher” relations
to “buyer-seller” relations. Chinese firms begamlay an indispensable part in the change of
focus in China’s EU policy agenda. They have made greater efforts to incorporate their

specific corporate strategies into China’s EU podgenda. As a result, they comprised a key

100



interest group, which has actively interacted i government. This in turn may alter
China’s EU policy agenda. | will continue to examie roles that Chinese firms play in the

China-EU relations in the next section.
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Section 2.3: Chinese Corporate actors in China’s Feign Policy Making
Process and Their Impact on China’s EU Policy

As argued in the previous section, the scope omé&Xda foreign policy has expanded
enormously, with its economic aspects being givgnak weight to Beijing’s geo-political
concerns. As a result, Chinese firms have becomadispensable part of China’s foreign
policy making process. In 2000, the Chinese goventnlaunched a national campaign to
encourage Chinese firms to ‘Go Global’, part of tategy to increase China’s
competitiveness and help rebalance China’s expatied growth model, as well as gaining
political capital overseas (People’s Daily, 2008ince then Chinese companies have
acquired natural resources and purchased sophestidachnologies from their business
partners and competitors.
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In the context of China-EU relations, the natiocampaign of “Going Global” has certainly
influenced China’s EU policy to a great extent. sTte largely due to Chinese companies’
active engagements in the EU. Their overseas fetivin the continent have further

complicated China’s EU policy making process.

This section will firstly examine the overall retais between Chinese bureaucratic actors
and corporate players participating in China’s FBcess. Then it will use examples of
Chinese firms’ engagements in the EU and individd& to illustrate how the corporate

sector has determined China’s EU policy agenda.

Chinese companies have become formidable sourceldping their country’s FP regardless
of their ownerships. Their attempts to influencdigies are mainly determined by their
nature as corporate organisations, which is préikimising. They are not simply
subsuming their interests and preferences to Bgijlnstead, they have mobilised their
expertise and resources to influence the viewhefSCP members according to their own

desired outcomes.

Chinese companies who have been equipped withettosmous power are the Sovereign
Wealth Fund, large State Owned Enterprises (SOl®)aahandful of extremely successful
private companies. They often have direct contaitts members of the SCP to ensure their
voices are heard either by contacting them throtegular meeting channels or having

private conservations on certain issues.

The China National Offshore Oil Company’s (CNOO@)ject of joint oil exploration near
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the South China Sea with the Viethamese and PmigspNational oil companies in 2005 is
the best example to illustrate what was just asdedbove. In 2005, “the Chairman of
CNOOC, Mr Fu Chenyu, initiated the discussion witis Viethamese and Philippines’
counterparts to jointly explore the potential adlds near the South China Sea” (SASAC,
2005). Between 2001 and 2007, China had maintaieledgively amicable relations with its

South East Asian (SEA) neighbours. Joint exploratiovould benefit all three companies

both economically and politically.

From an economic perspective, oil-fields near tbetls China Sea were mostly explored and
operated by the US and British oil giants, suchCagvron and British Gas. Chinese oill
companies had only acted as services providerSetio western business partners until this
joint project commenced. As some media argued,ntj@xplorations with other SEA
neighbours would break the dominance of westernpemies and profit the CNOOC from
the market expansion” (Bloomberg 2005). The area tlee South China Sea had been geo-
politically critical to all countries who border ahe South China Sea. Joint explorations
would allow China to place its own foot in this-aith, yet contested water. In November
2006, the CNOOC had long discussions with officiatsn the MFA and the State Assets

Supervision Commission (SASAC), which “regulates #ctivities of SOEs” (SASAC web).

However, the MFA objected to the proposal basethergrounds that the “CNOOC'’s project
was overly complicated and could potentially antds®e Sino-US relationé®. The CNOOC
managed to arrange a meeting with Premier Wen diaBao has a geology background, and
knows the oil industry very well. Wen offered higlfapproval to the CNOOC together with

another SCP member, Zhou Yongkang, who used thdé€hairman of the China National

21 Interviews with a CNOOC senior management teambeemho participated in the meeting
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Petroleum Company (CNPC) before his tenure at S&#uters, 2013) As a result, the
consensus in favour of carrying out the project ve@ched amongst the nine PSC members.
The MFA was ordered to give all diplomatic and adistrative support to facilitate the
project. The CNOOC's project finally “began in gaf006” (Bloomberg, 2005). It was the
first and the last project in which China colladechwith the SEA states. It had become a key
part of the success of China’s relations with SE#tes, before their relations deteriorated
from 2009. This example illustrated how the powkeHOES, like the CNOOC, could by-pass

governmental institutions to influence the finat@@&n-making in China’s FP.

Competition between bureaucratic actors and thpocate sector were as pervasive as to
cooperation between these two groups. Chinese ateypdiave formed alliances with
governmental entities in order to influence the S@#tisions during the policy making
process. Companies collaborate with governmensaituions by either a bottom-up or top-

down approach.

For a bottom-up approach, it usually takes place @licy agenda setting stage. Companies
lobby relevant ministries/departments to ensuré tt@ncerns/preferences are incorporated
as part of the policy proposals, which are themstibd to the SCP. Corporate interests will
thereby be represented once the SCP approvesnceri@osals from relevant ministries.

Therefore, bureaucratic entities have sometimesrheagents of those companies.

For example, Huawei, the world largest telecom @@y participated in China’s EU policy
making through the “bottom-up” approach outlinedas Huawei, one of the largest private
publicly listed companies in China, has achievedagrsuccess in the European market

through providing telecom products, with their galees 20% lower than its competitors.
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As some media observed, “because of Huawei's sscoesthe European market, its
European competitors accused it of being subsidisedhe Chinese government” (WSJ
2011). In early 2011, they “requested the EU Tr&denmission to launch an ‘anti-subsidy’
investigation to examine whether Huawei had reckstate subsidies when it sold telecom
products to the European market” (lbid). BasedleWTO agreements China signed, the
Chinese government should not allow the provisibsubsidies on exports such as textile

and telecoms equipments.

The MOFCOM contested the Commission’s accusatiahiasisted that Beijing did not offer
any subsidies to Huawei. Instead, according to M@FCOM’s study, “the EU gave
significant subsidies to its telecom companiesiolation of WTO rules” (China Economic
Review, 2011). In addition, Huawei pointed out tha Commission did not only accuse
Huawei, more importantly, Brussels wanted to fileanplaint about China breaching the

WTO agreement.

After several rounds of hard lobbying to relevarific@als in the MOFCOM, Huawei
convinced them to negotiate on its behalf and asked to discuss the case during the
China-EU High Level Economic Dialogue in BeijingJnly 2012. Ultimately, the then State
Councilor Dai Bingguo reassured the Trade Commsthat “the Chinese government had
not provided any forms of subsidies to Huawei anideo telecom manufacturers, and
requested Brussels to withdraw the complaint fro;mWTO” (Caixin, 2012). To this extent,
Huawei managed to form an alliance with the MOFC@&mM utilised the ministry as its agent

to influence China’s EU policy agenda
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For a top-down approach, it is most likely to hapje the policy implementation process.
Governmental institutions implement certain pobcikat require having companies playing a
part, such as the campaign of “Going Global”. Indsmng, government institutions will
achieve implementation targets that are set bystbE. As established by the former Chinese
President Jiang Zemin, “targets fulfilled by théevant governmental institutions will be
taken into account of each institution’s annualkeasment” (People’s Daily, 2008). Related
governmental officials are often rewarded with potions if their achievements are seen as
outstanding. Those companies that follow the pohecgy benefit economically or make

substantial losses financially from complying waibecific policies.

China’s “going global” strategy is the best exameallustrate this “top-down” approach
between bureaucratic actors and the corporate rsectGhinese FP process. For Chinese
firms, following the “Going Global” policy will uimately increase their exposure to mature
market economies, allowing them to learn sophistttananagement skills and to create
long-lasting brand value for their products. Thegangible assets are abundant in developed
countries but relatively scarce in China, and tlgeivelopment by Chinese firms will boost
sales volumes and profits. Moreover, those compgarimat invest themselves in the
opportunities of global expansion will reap the é&f#ts in competitive advantage over other

Chinese firms both in the domestic market and abroa

From the Chinese governmental institutions’ viewir@se firms ‘Going Global’ may be

considered a better alternative than holding gavemntal bonds. As pointed in the previous
section, China faces a dilemma of whether to folixeconomic interests as the EU’s largest
trading partner and increase its holdings of Ewpetninated bonds, with the consequent

risks that increasing its holdings will only furthrap Beijing in this troubled monetary
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union. Or on the other hand, reduce Chinese expdsyreducing its holdings, which will
certainly have the effect of alienating politicdlies and more importantly threaten vital

sources for the import of advanced technologies.

The China Investment Corp. (CIC), China’s own SWévples us with an excellent example
to help illustrate its complicated relations wittetgovernmental department when it acts as a
vehicle to carry out China’s “Going Global” strayeWFs are investment vehicles set up by
governments to better utilise large savings. “THE @as set up in 2007 by the Chinese
government” as an investment institution taskedhvgénerating higher returns on China’s
$3200 billion of foreign reserves than those offeby the US Treasury (Sovereign Wealth
Fund Centre Data). The CIC’s formidable size, “vat$200 billion seed fund and later $400
billion under its management”, has attracted urgnteated attention around the world (Ibid).
It has collaborated with other bureaucratic institus such as the MOFCOM and the China

National Development Bank.

Meanwhile, The CIC has often opposed policy projsosaitiated by the governmental

departments causing bureaucratic rifts with theimis s because the CIC perceives that
certain policies adopted by the government coulsepsirong obstacles to its own business
developments. Following these inappropriate potir@ndates will result in a potential threat

to the CIC’s own survival.

For example, “one of requirements of the SOEs whgbst abroad is to submit their annual
Profit and Loss Sheets to the SCP and SASACSOESs that have made reasonable profits

will be encouraged to continue their business wthlese who made grave losses have to

22 Interviews with the former deputy director at BarflChina, HK Branch, January 2012, London
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explain the reasons why they have failed their s¥@$ business operations. However, due to
the nature of the CIC’s investments, it is impolestb make any profit at the infant stage of
investments. As a result, despite the CIC beingbdishing under the approval of the SCP, it

was frequently criticised by the SCP due to somigésdbss-making portfolios.

As media observed, “The CIC has been particulastiva in Europe and Africa, to the extent
that it has become a representative of the Chigesernment in conducting its economic
statecraft” (EconoMonitor, 2013). Around the wotlde CIC is paying particular attention to
the types of industries they want to invest in, am@hsure their returns on investments over a
three to five years cycle. The CIC has concentratechdustries such as civil aviation, civil

nuclear technology, bio-tech, infrastructure, oitl@as.

In the financial year 2009-2010, the average Returninvestment (ROI) for “the CIC’s
portfolios was around 11%, with a focus on highateslogy portfolios in Europe” (Ibid). In
2011, the CIC seized opportunities to invest indpean infrastructure portfolios, mostly in
the form of equity purchases rather than directnaging the targeted companies, with the
former being easier for the CIC to handle. Thivéxause directly managing the targeted

companies would require related industrial expertrghich the CIC often lacks.

Moreover, investing in infrastructure programmesvptes local employment opportunities,
which the CIC hopes will help, mollify any hostlito its investments within the countries
involved. “CIC’s 8.6% equity purchase of Thames &/anh January 2012” was the best
example to reveal its investment strategy (BBC,2A)1The CIC has been particularly active
in the UK since its market is more open to foraigrestment than comparable economies on

the continent.
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The CIC’s activities in Europe are mostly basedcommercial merit, and focused like any
other private investor on profit maximisation andkravoidance. However, its opaque
management structure and its direct links with@@P have caused great discomfort and at
times outright hostility in hosting countries. Ttieen Chairman of the CIC, “Lou Jiwei, and
most of its senior management, are directly appdiaind assessed by the CCP’s Department
of Organisation”, and its investments are the stibpé significant public political scrutiny

(Brodsgaard, 2012: 215).

For example, the CIC’s very first investment, i tBlackstone Corporation, a US private
equity firm, made a huge paper loss and was muthkized domestically, resulting in the

State Council ordering the CIC to withdraw from theestment, turning a ‘paper loss’ into a
‘real loss’ of $1.9 billion (CIC, 2011: 21). Based interviews, “Mr Lou was subsequently
asked by the CCP Department of Organisation toagxphe reasons for the loss during his
annual performance assessment meefihg'Thus the CIC's close ties with both the
government and the Party have distorted its paotislanagement and may undermine the

CIC’s foundational goal of better utilising Chin&seign reserves.

Despite the political difficulties that Chinesentis face, the biggest obstacle to their ‘Going
Global’ plan is that they are not equipped with swfficient management skills to take on
complex and long-term investments abroad. Theerofinsuccessful overseas operations,

particularly in Europe, have done more harm thamdgo China-EU relations.

Many Chinese firms have enough cash to acquire f&am companies, but have lacked the

2 bid
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confidence and experience to deal with the chadlengvolved. Such hurdles co-exist at both
the initial acquisition process and at the actuaiess operation stage. Most of the senior
management teams of Chinese companies which iabestd are equipped with industrial
expertise, but not the necessary management skitlsgeneral market knowledge. They are
unfamiliar with the market environments of the istreent destinations and have little

understanding of their end-customers in the EUeStat

Chinese firms sometimes naively assume that smbitdkeral political relations between
China and their European investing destinationestatill automatically produce a good
business environments, and believe they can therefmnduct ‘business as usual’ in those
countries as they would in China. This of coursérsfrom the reality. Most Chinese firms
have had difficulties dealing both with local lalbawions in their investment destinations,
and with respect to the cultural differences olaamployees. Independent organised labour
is a relatively new concept in China. China’'s Akhdour Union is affiliated to the CCP,
whereas unions in continental Europe are often iftabie forces in salary and welfare
negotiations with their employers. Chinese compmaihiave believed that simply retaining
local labour forces following an acquisition wilkebsufficient to maintain good industrial
relations, and are not accustomed to labour unaséng for salary increases or going on

strike.

For example, TCLs acquisition of a French Telemisimanufacturer Thomson in 2004
indicated the enormous and unprecedented challethggsthis company, China's largest
Television manufacturer, faced. TCL retained mdstlmomson’s employees after the initial
acquisition (TCL Case studies Zhejiang UniversityEA course reading, 2007). Within six

months of operation, TCL management team realibedirtefficiency of the local French
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labour force and therefore took a chance to engeunander-performing local French
employees to leave the company. However, the Frevakers organised a three months
long strike and sued because the TCL did not athideFrench Labour Law by pressuring
them into accepting redundancy. The French govemnrfirally made inquiries into the

incident and asked the TCL to withdraw its busingsi$ from France, in 2006, because of
TCLs ignorance of French Labour Law. During themieh President Jacque Chirac’s visit to
Beijing, “the TCLs incident became an issue ofcdission between Beijing and Paris”

(People’s Daily, 2007).

To conclude, whilst Chinese companies have becosign#icant group of actors in shaping
China’s EU policy, their business activities in &oe deserve more nuanced analysis. Despite
their sheer size and cash heavy account, Chinesg@atoes are short of global business
exposure. Some of their operations have even undedsino-EU relations. Moreover, their
competition and collaboration with the Chinese goweent has constrained their ability to

become leading players in their European investrdestinations.

112



Conclusion for Chapter Two:

In conclusion, China has treated its relations with EU and individual MS with great

importance. But, it has largely failed to establsstruly strategic partnership as Beijing
expected. Its EU policy has embodied the fundanhehtracteristics of China’s FP. Some of
them are in contradiction to what the EU has pra&daround the world. China has been
disappointed by Brussels' impotency in removing whwonic obstacles to enhance their
relations, namely: China’s MES and the arms embafgjoina has since completely given up
the naive idea of building a Sino-EU alliance hedgiagainst the US’s prominence in

international politics.

To a great extent, China’s EU policy has also otflé the expanding scope and number of
actors in participating in China’s FP process. Besithe traditional FP actors such as the
MFA and the MOFCOM, a number of new FP actors hmagle a great debut in the
international stage and generated a substantiaatrgm deciding China’s EU policy agenda.
During the past eleven years, most of these attave enjoyed temporary victories, which
were largely dependent on where their expertise nggsired by the SCP. However, the
ultimate decision power of deciding China’'s EU pglhas been retained in the hands of the
SCP. The next chapter will shift the focus to Ewroft will identify the actors who make
Brussels’ China policy and assess the extent talwthie policy has been manipulated by the
MS. It will also observe how conflicts amongst drfnt institutions in Brussels as well as
between the EU and the MS have been played out Wiegntried to formulate a coherent

China policy in the past eleven years.
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Chapter 3: Disjointed Partnerships: The Developmenbdbf EU’s China
Policy between 2001 and 2013

Introduction:

This chapter aims to explore the developmentsefs overall China strategy in the past
twelve years. These developments represented idicagi shift in Brussels from an almost

exclusive inward focus on its own integration toomsideration of the EW relations with the

other major powers in international affairs.

More importantly, the formulation of an overall ELhina strategy was driven by the
growing economic significance of China to the UniBy pursuing this strategy, Brussels
shifted its China policy from constructive engagatedo establishing a comprehensive
strategic partnership (SP). It was aimed at engdugaChina to further integrate into the
world economy, which would ultimately induce palél reform within in the country. Both
constructive engagements and establishing the 8B be interpreted as the EU utilising a
form of economic statecraft, namely economic indoeet or‘structural linkagg to

persuade China to further liberalise its economggtdnduno, 1999: 292).

As can be referenced in the EU-China 2020 Stra&gaperation agenda, the EU and China
cooperate on four major fronts, namely: “Peace S@clrity; Prosperity; Sustainable
Development; People to People Exchanges” (EEAS3RThis thesis assess China-EU

relations in “Prosperity and Sustainable Developihisid.

The preliminary findings suggest the EU has enjg@ue successes and suffered from some
failures in addressing these two subjects with &hirhe cause of their failures are threefold:
firstly, there has been a deep misunderstandingddyU of Ching role in the world as a

global emerging power.
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Secondly, there has been a failure by the EU togmise China own strategic priorities in
external affairs, and the domestic priorities tiirate Beijings views of the EU as a reliable
and credible partner. As was argued in the prevobiapter, this failure to appreciate Chia
own FP objectives has caused recurring obstacliespgmvements in their relationship. And
thirdly, there have been inconsistencies withinEkES China policy formulation process.
These inconsistencies simultaneously occur acrassus EU institutions, and between

Brussels and individual member states (MS).

Moreover, the European corporate sestortensive lobbying of European bureaucratic
actors has undermined a move towards a positieetthn for China-EU relations. European
companiesactive engagement with Chinese bureaucratic acitish have shaped some of

Chinds EU policy agenda, have also further complicaied-&U relations.

This chapter will provide an examination of therafoentioned failures in three sections,
each based on the different group of FP actors fif$tesection will start to assess the roles
and inconsistencies amongst European institutidrenwhey come to deciding Brussels
China strategy. It will also explain the reasongwhie“civilian power or normative poweér
model of pursuing their China policy has largelyefd. The second section will turn the focal
point to the individual MS and assess their diffétgpes of policies towards China. More
importantly it will depict, and examine, the divass and conflicts between the overall China
strategy from the EU and M8wn China priorities. The final section shifts foeus to the
European corporate sector. By examining Europearpaaiesengagements with both
European and Chinese institutional actors, it agdess to what extent the European

corporate sector has affected the'€0hina policy agenda, as well as to what extetit bo
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European and Chinese governmental institutions hatedl as agents on behalf the European

firms.
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Section 3.1: The Developments of the E&JChina policy and power shifts
among EU institutions

This section will provide an examination of the ’Eldverall China policy in the past twelve
years. It will focus primarily on the ESrolesui generisn projecting its foreign policy (FP)
through EU institutions including the Commissidme European Parliament (EP) and the

recently established European External Action $es/(EEAS).

This section aims to challenge the prevalent vieat the'EU's China policy would be best
served by actively increasing the strength of dewative rhetoric as part of a broader value-
based diplomatic effor{Youngs, 2010:2). Instead, it argues that théskidrmative
engagements with China have largely failed becthes&U has misunderstood China and its
core national interests. No progress can be matih®uwuiiseeking overlapping interests

between the two sides.

More importantly, the EU is not a monolithic actlts. complex institutional settings have
provided fertile ground for bureaucratic turf wared resulted in policy incoherence, which

has caused frustration in the Chinese government.

This section will firstly explain why the EU hadlél to pursue a normative-oriented China
strategy. It will then assess the roles of EU buceatic institutions in making a China policy
and disentangle their conflicts and compromiseschvhave caused an institutional

incoherence and failure to deliver an effectivaqol

The nature of the EU as a FP making entity has egely contested amongst policy

practitioners and academics alike. One of the widetepted concepts is of tHeU as a
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normative powet proposed by lan Manners, (Manners 2002:238). tEnm attempts to
“avoid the civilian and military dichotomy in favoaf a focus upon the ideational impact of
the EUs international identity(Bretherton and Vogler, 2006:42; Manners, Ibid).dddines
five core values of the EU as a normative poweagcpeliberty, democracy; the rule of law
and respects for human rights. Based on thesedirevalues, Manners then devises four
subsidiary values; social solidarity, anti-discmaiion, sustainable development and good
governance, which are translated into the guidimcpples of domestic and FP making of
the EU and its MS. The establishment, and developnoéthe EU are based on these values

and principles, which are accepted and practisetid8 MS.

Therefore, the Union expects‘&xport this model to third countries when it comes to
setting its FP agenda. Hazel Smith nicely summstise essence of the EUFP, whichtie
capacity to make and implement policy abroad thatpte[s] the domestic values and

interests and policies of the E{(Smith, H 2002: 8).

At the beginning of New Millennium, the EU had eygd an optimism that was a result of
the process of globalisation. This process woulibénthe EU to reach out to the world with
their unique historic experience as a global nowegiower. Some scholars who have
studied European FP echoed the idea of the ELhasaative power, asserting that the
normative element is one of the key features optheer possessed by the EWhis

influence resides in the Ed&Jcapacity to shape positive perceptions of keyaesthat other
states then internalise, enabling these ideasdone constituent elements within
international relatiorf§Manners, 2002: 239; Mattlin, 2009: 96; Men, 2011Geeraerts,

2011: 58).
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As a result, China-EU relations have provide area&nt case study for the EU on its
normative value oriented FP. Most parts of thésEChina policy are derived from the
rationale behind the concept of normative powdrtis Bense of normative power has not
only expressed through general political norms saschespects of human rights and the Rule
of Law. Rather, the EU intends to act as norm+sgtintity on both political and economic

fronts.

The establishment of economic norms within a matgketen economy, including regulated
bilateral trade, seems to have become the ultimatdor EU engagement with China.
Whilst political norms are still central to EU faga policy, “the EU has largely failed to

engage with China on various aspects of politicains” (Crooke, 2013: 640).

Since the late 1990s, the EU and its MS have useedthod of non-confrontational
engagements towards China with the ambition of eragng Ching participation in the
world economy; the so-callé€onstructive Engagemefit$n doing so, the EU had offered
its strong support for China to join the WTO in 208ome officials in Brussels, such as
Romano Prodi and Javier Solana, assumed that Gldaapening economic reform would
automatically create ‘apill-over effect and extend reforms into the Chinese polisgatem.
This in turn would induce China to embrace libe@inocracy, the rule of law and a respect
for universal human rights. In doing so, the linkagpuld eventually produce a political

transformation leading to desirable changes wi@hma.

Meanwhile, there had been a sea change in themoftisecurity in international politics.
According to Emma Rothschild, the concept of seéguvas“extended from military to

political, economic or human security, which isaihontal extensich(Rothschild, 1995:
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54). The prominence of economic security has iespihe EUs China policy. Therefore, the
EU upgraded itsconstructive engagemehtsrategy to establista comprehensive strategic
partnership (SP)with China in 2003, iffa confluence of historical evehiallaham, 2007:

29).

As established in the previous chapter, the idedPéaceful Riseseemed to be in
convergence with the EU as a non-hegemonic powamarmative power. According to the
EU official China Policy Paper published in 2008 tUnion decided to maKa shift from a
traditional state to state partnership, up to tbidével, across a broad range of issue areas,
anticipating developments not only in the EU, daban China. The Union would speak with
one voicé (EC, 2003:2). The need for consolidation came fthenproliferation of

dialogues, exchanges and policy initiatives acvas®us policy domains between the two

sides.

However, after the initial euphoria of establishango-calledstrategic partnershipn 2003,
both China and the EU have been disenchanted bythdyacould offer to one another. This
is largely due to the Europeans’ value-based approadealing with China as an emerging

power coming into conflict with China’'s own prioes and interests.

The value-based China strategy is conducted irstparate yet interconnected aspects of
China-EU relations: economic ties and politicahtigins. On the economic front, the EU
would like to engage with China to become a motkaborative partner in abiding rules and

regulations in world trade and market entry.
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On the political relations, the EU appears to Haeeised far more on generating an impact
upon domestic politics in Chin&Vhilst such an approach may have been successén wh
linked to the lure of prospective membership tot@d#rand Eastern Europe states over the
last decade, there is growing evidence to showgbsitive outcomes from this approach are

far harder to achieVdFilipini, 2009 ; Van Ham, 2012).

The two aspects are interlinked as Brussels baligueater integration of the Chinese
economy to the rest of the world would eventuadlgd to further political reform inside

China with a liberal democracy and multi-party sys$ being introduced.

Apart from the EUs own cognitive mistakes, Brusselhina policy has become very
problematic and incoherent due to its intricatenkdking process. The EU has no ultimate
decision making body like China does. Institutiosisgzh as the Commission, the EP and the
EEAs have taken responsibility for different donsaof the EUs China policy. As a result,
bureaucratic conflicts have become inevitable arabtige EU institutions when they come to

deciding and delivering any FP. Bruss€lina policy is no exception.

This institutional incoherence has often occurrethhvithin one single institution as well as
between different institutions. For example the Eammission, that is the policy
implementation and formation body, has experierigaglient internal disputes over how to
engage with China. As noted previously, the€0hina policy has crossed four main policy
spectrums (EEAs, 2013). The EU Commission is resiptenfor the policy domains of
“global governance, trade and investments and teahassistancéslssues related to global

governance such as climate change are dealt withéb@limate Action Commission (DG
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Clima), while the Trade Commission (DG Trade) esjthye exclusive jurisdictions of trade

related matters.

DG Trade and DG Clima have been in disagreementhoxe they should treat Chiisasolar
panel exports. On the one hand, DG Clima has beeaimadvocate amongst the EU
institutions in promoting China-EU Climate Changel &enewable Energy collaboration. In
doing so, it has signed “a detailed memorandumrafdgstanding and Technical assistances
documents with the Chinese government” (EC,2004&d; P009a). It has introduced some

cutting edge renewable technologies to Chinese faetwers.

On the other hand, the Trade Commission has exelrdis exclusive jurisdiction to deal with
the EU’s trade dispute with China with the usudédsive approach to Chinese solar panel
exports. It has never hesitated to utilise dutysuess as an instrument of economic statecraft
in order to shape Chitgtrade policy. The Trade Commission has playdadrafieant role in

initiating campaigns against Chinese trade poliogesChina joined the WTO in 2001.

However, its most punitive instruments directe@€hina have produced greater mistrust and
frustration between the two sides. The scope oEtlis negative instruments has also
expanded from filing dumping cases to imposinglvative duties on exports that have been

heavily subsidised by the Chinese government.

To prove an anti-dumping case requires one to shaithe export price of the goods is
lower than its domestic price. This is not diffitwihen European companies are allowed to
use the flexibility between the EU regulation oti-@lumping and the ratified WTO

agreements. While when filing on an anti-subsidsecdahe EU needs to have
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documentations on the subsidies and evidenceshiatffect the export prices. It has to
refer to the WTO agreements, which contain direfinitions of what constitutes a subsidy.
Such WTO agreements do not allow the EU to usehillexiefinitions as in the case of anti-

dumping®.

DG Trade officials have insisted on launching ahtmping and anti-subsidy investigations
simultaneously against Chinese solar panel manufastand have argued tHpartners, like
China should also follow the WTO agreements, Them@assion will not withdraw the
investigations unless the Chinese government admissibsidie&”. As a result, the solar
panel trade disputes between China and the EUdwsoadated and dominated China-EU
High Level Political Dialogue since the investigatilaunched in September 2012. The
Chinese media criticised the EU for beliagrogant, self-interested and untrustwotthy
(Peoplés Daily, 2012a). The incoming Chinese Premier Lijléag wrote a personal letter in
November 2012 to Markus Ederer, the then EU ambdassa China and asked for the Trade
Commission to withdraw the investigations. In tregter Li Kegiang suggested thtte EU
shall not once agree with establishing a climatnge partnership with China while
imposing retributive measures on Chinese reneweperts. The EW investigations have

been in contradiction to what it tried to proniéte

To this extent, the Chinese government has bestréited by the incoherence between trade
and climate changes policies and is confused byis/hotually in charge of the E&Joverall
China policy. This inconsistency has partially beansed by the increasing competitiveness
of Chinese exports to the EU market. Both the Cassimn and European companies are

concerned that Chinese manufacturers have rapidiedchup the value chain of

24 Interview with Fredrik Erixon, ECIPE, London, &2011
25 Interviews with a Trade Commission official wisan charge of China’s trade relations, Salzburd 220
26 Interview with Markus Ederer December 2012, Bgjiji
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manufacturing to threaten their own homegrown tegb-manufacturers. The EU no longer

considers China a junior partner, or pupil, of Ea@an sophisticated industries.

Described within the bureaucratic politics modealah be said the Trade Commission, one of
the most well-funded and established EU Commissioas attempted to prevail amongst

other EU institution when it comes to dealing whina.

The DG Clima plays a leading role in promoting @tgna-EU Climate Change partnership
and champion itself as the most influential insittiar to decide Brussél€hina policy. Yet,

it has to share the competencies with its MS ameeagents between Brussels and the MS
have been a rare occurrence. A successfully estealiChina-EU Climate Change
partnership would reinforce the position of the Bna in promoting the Eld FP agenda in

an area related to global governance.

Whereas the DG Trade believes that the trade amdtiments policy domain is the single
most important policy area in which the EU engagils emerging powers, like China. With
a confusing message sent from Brussels, the Chgeeanment has returned its focus to
influential MS and asked for their assistance soiee the investigations. This thesis will

discuss the role that MS have played in this tdidpute in the next section.

The developments of the E$JChina policy have also reflected the shift inllakance of
power amongst the EU institutions, which has addece incoherence to the Ebverall
China strategy. This lack of coordination has paasather serious challenge to the
maintenance of the overall policy coherence. Besitta-departmental disputes, the inter-

institutional incoherence and disputes have alsert@lace amongst various EU institutions.
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Disputes on how to interact with China betweenEheopean Parliament (EP) and the newly
established EEAs illustrate most clearly the instinal flaws of EUs China policy. Since

the ratification of the Lisbon Treaty, the EP hagin to play a greater role in European
external relations. This in turn affects the’&dpproach to China, and overall China-EU
relations. The EP mainly deals with th®litical and social changedomain of the El

China policy, “host[ing] the All-Party Parliamenim dialogue with the Chinese Pedgple
Congress and the IDCPC twice a year, either iniBeijr in Brussels”. The dialogue

covers an extremely wide range of policy areas fsorial reforms to financial regulations.
The EP has vociferously criticised Chimauman rights record and issues related to Tibet
and Taiwan. It was labelled &&nti-Chind’ but lacked the substantial amount of power

required to pursue its agenda until 2007.

With the Lisbon Treaty in place, the EP has beamtgd more power to strengthen its
budgetary and political roles and to impose soma$oof budgetary control over EU
institutions. In the pre-Lisbon Treaty era, the @assion and the Council were the main
decision making bodies of the EUFP. MEPs couldcpsstions and make certain
recommendations, but the Commission and the Colargély downplayed their views. Due
to their newly acquired budgetary and regulatotggpothe EP has greater influence over the
EEAS, “newly established in early 2011 to promoterall coherence in EUFP, with 3600

staff and an annual budget of EUR464 million” (Eigight, 2012: 1).

The EP seized this opportunity to extend its infeeeover the EEAS and in particular some

of the EEAS policy preferencesWhile the EEAS can only begin to work after thegoemel

2T Interviews with an official at the European burehlDCPC, Brussels, November 2012
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and financial regulation have been modified, thegerequirements have given the EP a

strong bargaining position in the establishmerthefEEAS (Weiss, 2010: 3).

In the case of China-EU relations, the EEAS anBRdhave always been at odds with each
other since the EEAS began to operate in 2010.e0athAshton, the head of the EEASs,
emphasised that the Enterests in China are located in trade, investsnand co-operation
on global challenges. She suggested to the EUg#lol#t “arms embargoes is a major
impediment for developing stronger EU-China co-atien on foreign policy and security

matters” (Daily Telegraph, 2011).

In contrast, the EP urged that the EU should besraotively promoting Brusseélseliefs and
practices on human rights. An interviewee commemteét11 thatAshton may compromise
as a result of pressure from the EP and add a moman rights related agenda into thes€U
approach to Chirtd®. This shift was subsequently proved during then@HtU high level
political dialogue in February 2012. Despite thentong sovereign debt crisis dominating the
dialogue, Ashton had surprisingly brought up tiseiésof Chinese women who live in rural
areas and their rights to have a second thiftcording to this author's interviews with a
Chinese diplomat who sits on the dialogue, sheebetl thatLady Ashton was simply trying

to make a point to please the President of EP Wswmparticipated in the dialogtié.

Apart from its growing political influence, the BRs also extended its influence over
economic aspects of the EBUChina policy formulation. Prior to the Lisbon &tg the EP
had only participated in the process informallyidgithe EU multilateral trade negotiations.

“The Lisbon Treaty requests to have Parliamentangeaat in Common Commercial Policy

28 Interview with Dr. Gundun Wacker at SWP Berlim\2011
29 Interview with a Chinese diplomat from MFA whatp@pated in the dialogue on 13 Feb 2012
%0 |bid
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related agreemerit§Thym, 2006: 112). Such agreements include aressamgn direct

investments and IPRs where China and the EU hagadl encountered severe disputes.

Involvement of the EP will only further complicadad escalate conflicts between the two
sides. This is becausthe EP can insist that non-economic objectives Ishioel taken into
account, and use its veto power as leverage oedtltls negotiations with ChirigdQui,
2011:9). Simon Hix suggested tHtdie EP would not veto the trade agreement betwesn t
EU and China, but, will set up its positions byaletions on non-commercial issues which
will be subject to a review and linked to a potahtéfusal of a future bilateral agreeniéht
Issues such as increasing unemployment in the Bdavtainly put blame on China given

its growing inflow of direct investments in Europe.

Despite the growing importance of China to Eurapest MEPs are parochial and focus on
issues related to the interests of their constitugbhina has sometimes been treated as a
‘scapegoator increasing unemployment and a large trade iefitoreover, MEPs are pre-
occupied with certain preconceptions on China ardeuctant to learn more about China
outside the European media coverage, which ofteingyoa very negative image of the

Middle Kingdom.

As a result, the Chinese government has set upatiamentary affair attaéhspecifically to
introduce China to MEPs. Such personnel are draem the IDCPC, who are required to be
fluent both in English and French. Conventionalig IDCPC sends only one person to each
country to carry out parliamentary affairs relaveatk. But there are two personnel from the

IDCPC residing in Chiria Mission to the EU who are specifically targetihg EP. Chinese

31 Interview with Professor Simon Hix in Berlin N&011
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diplomats have arranged monthly meetings with M&Rs will either visit to China or
receive Chinese officials. The contents of theietimgs cover basic facts and figures of the
PRC to more complicated and technical matters, aadiow Chinese hospitals deliver

prescription medicines to patieffts

On political matters, IDCPC staff managed to congiMEPS to minimise the discussions
regarding Tibet and Chitahuman rights record. On the economic front, thmé€se
government has fully acknowledged the importandel&Ps, after the ratification of Lisbon
Treaty, when it comes to discussing issues rekat&abn-tariff’ trade barriers and foreign
direct investments. As a result, relevant Chineseegimental departments and large Chinese
companies which plan to invest in Europe will al&ée introduced to and consult MEPS’
opinions on specific issues before they carry ogtactual projects. According to an

interview by the author, a Chinese diplomat suggktiat théEP has become more

important than the EEAs because the former cart egatrol over the latter, so it would be

useful to make the MEPs understand China Bétter

To conclude, the EU itself has found its heroic dimi to pursue a value-based China policy
beyond its capacity. China has made few politiefdnms over the past eleven years. The
current predicament between China and the EU stehfiom a misunderstanding and a lack

of recognition as to what the policy priorities &m@m each side.

Also, the EUs China policy has lacked overall coherence, areiggich is derived from

both the EU institutions and the MS. Due to thairebf the Union, it does not possess an

32 Interview with IDCPC staff at China’s Mission touBsels, Nov 2012
33 Ibid
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ultimate decision making body. In the case of thetke institutions and the MS share some

of the final decision-making power of external aa

The ratification of the Lisbon Treaty has worsetteglinstitutional incoherence by tilting the
balance of power among the EU institutions. Thew#ich is traditionally seen &anti-
Chind, has been equipped with a more substantial infle@ver EU external relations. The
EEAs has been constrained financially and poliyoahenever it attempts to forge a China
strategy that fits its own preferences. The Comimisshas been in disagreement with itself
on how to engage with China. This has led Chiredjast its focus to individual EU
members. As a result, influential MS have becorf@raidable source for making the EJ
China policy. The next section will therefore tuhe focus to the Member States' China

policies.
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Section 3.2: The EU Member States’ China Policy beteen 2001 and 2013

This section will shift the focus from an EU polityrmulation level, towards the individual
bilateral partnerships between individual membatest (MS) and China. Between 2001 and
2008, the MS had played a pivotal role in shift@gina-EU relations from a honeymoon
period to a near breakdown of their partnershigsiciv subsequently triggered Beijing to

postpone the 2008 China-EU Annual Summit in LyaianEe.

As argued in the previous section, the’&€China policy has focused on four main areas, in
each of which the MS have disputed the EU's doectfhe MS are also divided amongst
themselves over two main issues, namely the growiggificance of the Chinese economy

to Europe, and attitudes towards Chsnaormative issues.

Despite their divisions, they have vigorously cobegewith each other in order to gain a
lion’s share of the Chinese market for their own congzanihis is because they realise the
real economic benefits of engaging bilaterally vBgijing. As China re-emerges as a major
power in world politics, China has been a targeatlofost all EU M& calculations in terms of
foreign policy decision making.
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Meanwhile, given the persistence of the sovereight ctrisis, MS China policies have
become more pragmatic and interests oriented cardgarthat of Brussels. Not only have
divisions between the EU and MS been prevalentulsameously disagreements have also

existed amongst the MS on how they should deal Gitima.

As a result, the more that each MS is in a quasadoess the Chinese market, the less likely
Brussels is to have a coherent overall China politys section seeks to explore the reasons
why the member states (M$)dividual China policies have induced an overadjjainted
China strategy within the EU. In doing so, it atpgsto test the main hypothesis of the thesis,
which asserts that China-EU relations are multidtan nature with the extensive

involvement of MS, as well as inputs from the EBtitutions simultaneously.

This section will firstly examine the major dispsiteetween the EU institutions and MS on
their stances over China policies. It will then ideand analyse the different types of China
policies executed by the MS. It seeks to exploesetktent to which domestic politics of each

MS has determined its individual China policy agend

As argued in the previous chapter, there are twonkling blocks existing in Sino-EU
relations, namely Chinst Market Economy Status and the Arms Embargo. Ripgpions
amongst MS on these issues have prevented theluties. Whether to grant China a MES
has been intensively debated for a long time batwke EU and its MS. On the one hand,
the EU institutions firmly believe that China hast ryet fulfilled the criteria of being a
market economy. As discussed earlier, Clsifeeavy state intervention into their economy, a

large trade surplus with the Union, and high magggty barriers for foreign companies were
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the main reasons why the EU has so far rejected ME&hina. As argued by a scholar,
“EU’s refusal to give MES would encourage Chinadstructure its economy and induce the

Chinese to fulfill their WTO commitments” (Remor0Q07: 347).

On the other hand, some of the major MS have digalywith the EU, and contend that the
refusal would cause retribution by China who womcrease the difficulties faced by their
companies operating in China. Between 2003 and ,26@@nhce, the UK, Denmark and
Germany were the four main active advocates whgldaio persuade the EU to grant China
MES. This was largely because their business cmiédlon with China was located in
aviation, finance, energy and the high-tech sectohsch were least likely to be threatened
by cheaper Chinese exports. On the contrary, Cham treated as a huge market for them

with extremely high demand for their products aed/Ees.

In contrast, member states with their main indastrbased on the labour-intensive
manufacturing and textiles sectors, such as It8pain and Portugal have been the main
opponents of granting China a MES between 20012808. These three governments feared
that most of their family owned manufacturers iather and textile industries would be
threatened by Chinese products which have signifigdower prices. Whether to grant MES
is to be decided by a unanimous voting of the 28nbe¥s. Due to the large existing

divisions, the EU has therefore continued to refosgrant MES to China.

In the area of trade, the EU has been widely knesrm vital and unified player in the
international arena. As Chiisabiggest export market, the Union is legally reggito act as
one entity on trade policy. But in reality, majoembers of the EU have been openly opposed

to the EU Trade Commissitandecision to launch“Anti-dumping” investigatiomga certain
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Chinese products on several occasions.

The German government under Angela Merkel spokeagainst the Trade Commissisn
“Anti-dumping and Anti-Subsidyinvestigations in regards to Chisasolar panel exports.
This is the best example with which to reveal teepldivisions and conflicts between the
MS and Brussels when they engage with China. Is ttase, Berlin and the Trade
Commission appeared to be doing their best to umder the EUs ability to wield
international influence, and its ambition to beetakseriously by the Chinese government.
During Chancellor Merk& state visit to Beijing in early September 201Be ®penly
suggested that thsolar panel disputes between China and the EU dhHmilresolved via

negotiations. Any forms of trade protectionism sinert-sighteti (Peoples Daily: 2012).

Interestingly, it was a group of small to mediuesi German solar panel manufacturers who
requested the Trade Commission to initiate the stigation against the Chinese products.
During her trip to Beijing in September 2012, “sealed a deal for fifty Airbus fleets orders

from the Chinese aviation authority” (Reuters, 20Itherefore, she was ready to make a

concession and to oppose the DG Tradecision against the Chinese solar exports.

By comparison, the gain in tax and revenues from Alirbus purchases outweighed the
economic challenge from the Chinese solar paneufaaturers. This large Airbus order has
inevitably boosted Germaisyflagging-export dependent economy and therefon¢ributed

to Chancellor Merkel being re-elected in 2013. Hesture has further encouraged the
division between Brussels and the MS. This has al§mately convinced the Chinese

government to continue to plégivide and rulé tactics when it comes to engaging with the

EU.
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MS have also disagreed with Brusseengagements with China in the area of global
governance, such as climate change. This was Jalgetause some of climate change
policies that the EU intended to pursue would seslp damaged the economic well-being

and unique competitiveness of some MS.

For example, in January 2012, “France was vociteragainst DG Clima proposal to
impose a carbon duty on non-European airlinesudich China and the US, flying in the
EU” (New Statesman, 2012). The proposed carbon dutyld be calculated and charged
from the starting points to the European destimatithat each flight operates. DG Clisa
proposal had caused “equal opposition both withim EU and from non-EU countries in

early 2012” (FT, 2012b).

Outside the Union, the US and Indian governmerdsnad that it would take legal action
against the DG Climate if the proposal was enacldw Chinese government criticised
Brussels'“double standards and interfering in the domestionemic affairs of other

countrie$ (Xinhua News 2012). Beijing asserted that '&Uproposal was against the

fundamental idea of multilateralism that the Unhas always advocated.

To respond to the EB proposal, “China decided to delay their paymémtsts 35 orders of
Airbus A330 and 10 Airbus A380 fleets with a totallue of USD 12bn” (China Dalily,
2012)* Within the EU, both France and ltaly, that ar@p@mant actors in the international
civil aviation sector, opposed the DG Clitmg@roposal in January 2012. AirBubas been a

major source of French export revenue since itesablished, so having potential delays of

34 US dollar is used as final payments for any foahaviation purchases globally
35 Part of the EADS Group
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payments by Airbusclients such as China would have generated a sewgract on an
already fragile and sluggish economy in FranceaAssult, the French government openly
opposed the DG Clima and launched several roundstefsive lobbying together with
EADS to ask the Commission to postpone the impmwsitf carbon tax on international
airlines. Ultimately, “the EU Commission decided gostpone the carbon tax charge until

further notice” (People’s Daily, 2012b).

The DG Climés decision to postpone the carbon tax charge ha®mlyg illustrated the
external influences that the EU is having to taki® iconsideration, but more importantly
revealed policy incoherence and deep divisions &éetwBrussels and MS. It has also
indicated that the EW ability to pursue &normative-orientetl foreign policy has been

deeply restricted by the power of the major MS.

On normative issues, Brussels and the MS havelatked a consensus of how they should
engage with China. On the one hand, Brussels iocatgd its“‘normative power discourse
into its FP making. As a result, seeking to infloerChings human rights and promoting
rules of law have become an indispensable parm@f&Us overall China strategy. On the
other hand, most MS have largely disagreed withtwie@EU wanted to pursue. They feared
that being vociferous on Chitsapoor human right records would severely affedirth
individual economic ties with China. The Chinesevggament has always treated good
political relations as a pre-requisite for any Hert economic collaboration or for the

“awarding big contracts to the MS.

For example, the French government has long bebe facilitator for its national

companies” (Casarini, 2010). This is mainly becdasge French MNCs from civil nuclear,
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aviation and utility sectors are make up a majat pathe French national economy and
almost two thirds of total employment. Therefor;ging large contracts with other states is

an effective method with which to maintain econognoewth and employment.

However, the Sino-French relationship became sonestierratic, and experienced severe
turbulence in the past few years. This was lardmlgause the French government under
Nicolas Sarkozy initially “boycotted the Beijing yphpic Games and spoke out against the
Chinese governmeittreatments of Tibetan ethnic groups in 2008” paelegraph, 2008).
Sarkozy also sent his wife to meet the Dalai Lanilevhe was in Beijing to attend the
Olympic Opening Ceremony. His apparent politicalonsistency enraged both the Chinese
elites and the public, and then brought Sino-Freettions to a low point. After an array of
disputes between China and the major EU MS, Beijimglly postponed the annual China-
EU Summit that was supposed to hold in Lyon in 2008 February 2009, France was
omitted by the Chinese Premier Wen Jiabao fronstaol European countries to be visited.
“Not until November 2010, did the Chinese PresidéatJintao visit France and seal a deal
for another 102 Airbus fleets” as an indicationretonciliation for Sino-French relations

(Xinhua, 2010b).

As the sovereign debt crisis has deepened, in ofdke bilateral meetings between Beijing
and the MS, normative issues are no longer a condée EU MS had witnessed the ups and
downs of Sino-French relations in 2008 and decidetito further antagonise China on
normative issues. Instead, they rushed to competgining a lion's share of the Chinese
market without considering the overall coherencetltd EUs China strategy. Their

competitions to access the Chinese market haveCleiese diplomats to assert that

“normative issuéshave become a rather minor part of Sino-EU relatisimce 2009. The

136



vast Chinese market was far more important thadihglto the principle of human rigfifs

Changing attitudes towards China on normative ssaraongst the Eastern European MS
revealed how their economic concerns have alsontgk®rity when engaging with the
Chinese government. Apart from the Czech Republiech has always held a very critical
opinion on China human rights record, the rest of Southern anteEaMS have been silent

on issues related to Tibet and Taiwan.

The Hungarian Prime Minister Viktor Orldanrecent treatment of the Dalai Lama, the
Tibetan Exiled spiritual leader, could be used xtpl&n such a shift. Orban met the Dalai
Lama when he was the Prime Minster in 2000, butnhdt do so when Tibetan leader visited
Hungary again in 2012. Instead, he prai$achew alliance of major significance with the
PRC’ (Reuter 2012). This was largely because the Chifsenier Wen Jaibao visited
Budapest and offered a series of financial assisgnthrough Chinese companies
acquisitions and investments in Hungary duringvisg in June 2011. For example, Wanhua,
one of the main Chinese chemical SOEs took fultrobmof BorsodCheri in 2011, creating
the third largest isocyanine maker in the worldnéficial Times, 2011a). China had also
promised to hold several billions of Hungarian b®mtliring Wers visit. A few European
scholars concluded th&8ome Eastern European MS have treated Chirfa asmplement,

or even an alternative, to European or IMF |dg@odement and Plenser, 2011: 8).

A careful observation of the above disputes betvikerEU and its membér€hina policies
shows that the domestic politics of the MS have enadiecisive impact on their relations to

Beijing. In the case of Sino-EU relations, poliies from the MS prioritised their domestic

36 Interviews with a diplomat at Policy Planningr8au, MFA, August 2012, Beijing.
37 The largest chemical company in Hungary
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concerns. This is because the MS have been disatechiay the Et inability to formulate a

China policy that will tailor for all their specifineeds.

On the one hand, the larger MS have been frusttagetie mounting barriers to access the
Chinese market, which could further worsen theieady fragile economies. On the other
hand, the debt-ridden Southern European members baarched eagerly for financial
assistance from Beijing to overcome the lingeringi€. For both reasons, to obtain short
term economic benefits has become much more imgattan formulating a coherent long-
term EU China strategy which retains a focus omaive issues in China. Solving the
pandemic sovereign debt crisis is the only domgstarity that most MS are concerned with
at the moment. Therefore, engaging with China ecocally seems to be the most viable and
effective solution to the leading politicians amsnhthe MS. Their engagements show that
they aim to address the immediate economic conadrtieir respective states, which will in

turn create the potential for them to be re-elected

The British governmefg recent economic engagements with China proviag &egood
illustration on how politicians prioritise domeseconomic concerns over other issues. The
idea of“China as a trading partriehas been widely hailed by both the previous Labanud,

the current Coalition governments, during the pasive years. However, the UK has been
consistently critical about Chiteahuman rights record and on issues related ta.TiBeme
Minister David Camerds meeting with the Dalai Lama had brought progiesSino-UK
relationships to a halt in 2012” (BBC 2012b). Thairt@se government has “decided to
cancel all ministerial-level meetings related taigband political issues” (Daily Telegraph,

2013).
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Despite these cold political relations between tthe sides, their economic ties have been
strengthened by senior politicians in charge ohecaic affairs and British business leaders.
According to my interviews with board members ofr@hBritain Business Council (CBBC),
they echoed thatSino-EU economic relations had been insulated frecent political
hiccups between Beijing and London. None of bigtamts between China and the UK was

withdrawn for political reasot&.

Between 2001 and 2012, both Germany and Francedjénge commercial contracts from
China. The UK has neither an abundance of the alatesources China is keen to import nor
the capacity to produce high-end manufactured goblas main asset of the UK is its much
developed financial services sector. Opposing agsrfinancial regulations and the EU's
Tobin tax, the UK financial market remains relaljvepen to non-European investors. In late
2011, the Chinese government granted London thasstd# being the first offshore RMB

trading point, which “allows the RMB to become afcleangeable currency from financial
deals made in London” (FT, 2011b). Since then, mawestment banks and financial
institutions have benefited from the lucrative amtsuof commission fees generated from
relevant deals. Despite its small scale, RMB offshicading reinforces Lond&nstatus as an

international financial services hub. This may utufe help to rejuvenate the sluggish UK

economy.“lt is therefore the first time the UK has gainedder term contracts from China

which France and Germany will not able to tdke

Apart from the internationalisation of the R¥fB the British government also welcomed

Chinese investors to invest in its outdated infragtire sector. According to the UK

38 Interviews with a Board member of Huawei, UK, MaR012
39 Interviews with Francoise Godemont, January 2012
40 The Chinese Financial Authority preferred to €alie Expansion of RMB”
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Treasury, British infrastructure needs to gene@B# 200bn of investment in order to have
appropriate upgrades. The Chancellor George Oslh@mdeen very keen to lead the CIC to
invest in the UK infrastructure through its papiaiion in public-private-partnerships (PPP)
as an equity investor. Lou Jiwei, the then Chairmoiatine CIC, praised the UK &sne of the
most open economies in the world, a position badstdy its sound legal systénfLou,

2011: Financial Times).

However, despite the small sum of funds investhd, €ICs equity with Thames Water
caused much public controversy. The British medidrayed the CIG equity purchase da
Conquest of Britaif (Daily Telegraph 2012). With more of CKCportfolio developments in
the UK, Sino-UK relations may encounter furtherbtilence caused by these Chinese

sovereign investments.

In conclusion, the MS have been a pivotal groupactbrs in shaping overall China-EU
relations. Their individual China policies haversfigantly undermined the EW ability to
utilise its self-claimednormative poweér to influence Ching domestic and foreign policies.
In this period of financial turbulence, MS have thpsnarginalised normative issues during
bilateral engagements with Beijing. The MS left EBistitutions such as the EEAS and the EP
to conduct numerous dialogues with China on thécpalomains related to political and
social changes. By examining the China policy agesfdndividual MS, one cannot deny the
importance of corporate sector in determining thegpective government€hina policy.
They have actively persuaded their own governmamtshift the China policy objectives
from normative oriented to business focused onésh@ EU level, the European companies
have also formed alliances with relevant bureaiw@ttors to address their own business

concerns with the Chinese government. The Europeampanies do not simply subsume
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their interests to their national governments and the EU institutions; rather, they make the
bureaucratic actors their agents to ensure themnoercial interests in China. The next
section will give an exclusive focus on the roldstlee European corporate sector on the

recent developments in China-EU relations.
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Section 3.3 European Corporate Sector and the dewgiments of China-EU
Relations

This section will give an exclusive focus on théhaties of the European corporate sector
that have influenced the E®J China policy, and overall China-EU relations,tlhe past
twelve years. It aims to assess to what extentEiln®pean corporate sector is seen as a

significant interest group shaping Sino-EU relasiolt will also seek to explore the reasons
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why the EU, and some of its member states (MS)e Isadelined their pursuit of a normative

foreign policy agenda towards China in the pastdlyears.

This section asserts that European companies hese the main driver of the E&Jmore

economically orientated China strategy. Unlike soBfenese companies, most European
firms are independent from state interferences wihely design their business strategies.
Their activities and interests in China represéetnature of their corporate aims, which is
market-orienting and profit-maximising. Therefofghinds vast domestic consumer market
and large government procurement budget have geskarunique opportunity for European

companies.

Despite being independent from the EU institutiamsl their national governments, they
have sometimes relied upon governmental institstiom represent and negotiate their
business interests with officials in Beijing. Givémat economic ties are the backbone of
China-EU relations, the European companies haveftre played an indispensable part in
either strengthening or distorting relations si20®1. As the sovereign debt crisis loomed,
European companies started to take a more robsgtquoin the face of Chinese competition

and the mounting entry barriers to the Chinese dtimmarket.

As a result, the request to ensure a level plafigld in China and full implementation of
Chinds WTO commitments have become recurring themesrtaimg all kinds of dialogues
and meetings between Chinese and European offig&ls 2011). In order to examine the
roles of European firms, this section will firstgxamine to what extent the European
corporate sector shapes the’&0verall China policy agenda. It seeks to explang the EU

institutions have frequently criticised China orsuss related to trade, investments,
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Intellectual Property Rights (IPRs) and market entt will then explore the relations
between European firms and their national governewhen those States come to formulate

their China strategies.

Between 2001 and 2008, the European companies hde i positive contribution to the
driving forward of Sino-EU relations. They had maf#sv complaints in Brussels, and
eagerly persuaded MS to develop amicable relatiatis China. They had actively lobbied
both their national governments and European utgiits to sideline normative issues, which

would create greater opportunity for their busingssrations in China.

Smooth economic relations, at this time, betweem&land the EU were largely because
China was at the very early stage of upgradingndastries. Mostly the European companies
that operated in China had become a major sourdecbhology assistance. They offered
technological transfers mostly in the form of fgreidirect investments (FDIs):An
important character of the EU FDIs in China was fdsus on capital and technology-
intensive manufacturing industries, such as autwmmotchemicals and pharmaceuti¢als
(O’'Callaghan and Nicolas, 2007: 25). Also, Europearesiments in China were primarily
market-seeking, in other words, European firms weativated by market expansion rather

than by cost considerations.

However, since 2009, Chinese manufactures havesalommpleted theifcatch-up stage
with their European partners. European firms haeitably shifted their status from one of
“tutors’ to “competitoré. As a result, the Chinese government has initiatedries of policy
measures to undermine European firnability to compete with home grown Chinese

companies. Moreover, “the Chinese government issuetB 4 trillion stimulus package in
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order to accelerate an industrial upgrade in theéstrof global financial crisis” (Bloomberg,
2008). The package has further undermined the Eargpcompetitiveness in China. This
trend has largely been reflected in the developmehthe Chinese renewable energy sector
and Beijings climate change policy, which | will discuss tgraat extent in Chapters 4 and

5.

As some media observed, “Most European conglomerateve realised the business
environment in China has become tougher since 2q0Dgiily Telegraph, 2010). Their
business optimism has been dampened dramaticalbobgerns of regulatory interferences
and unfavourable domestic economic policies dicketeforeign enterprises. As a result, the
European corporate sector has actively “sought gingport of the EU institutions, in
particular, the EU Commission, to ensure their hess interests are upheld in China” (EC

2011).

In the areas of trade and investments, the DG Temd®mes exclusive jurisdiction, and
negotiates relevant agreements on behalf of MSEamdpean companies. In recent years, the
DG Trade under the Commissioner Karel de Guchtvoased particularly strong criticisms
that the Chinese domestic market has become incghaglifficult to enter and operate in.
Most of the criticisms are derived from Europeampanies that have been affected by the

latest policy measures established by the Chinegergment.

Amongst their several criticisms to the Chineseirless environment, there are three main
complaints that have particularly worsened China€fildnomic relations. They are: firstly,
unfair treatment in the public procurement projdatikling process, secondly, as established

by commercial report, “involuntary technical tragmsf and finally, invisible entry barriers to
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the Chinese domestic market” (EUCCC, 2d12)As a result, the EU Commission has
welcomed the corporate sector's criticisms of Chiras is largely because the Commission
relies upon effectively managing the corporate@&ctomplaints to reinforce its status quo
as the single most significant institution when HEig deals with China. It has attempted to
inform the Chinese government that the Commissiat, the EEAs nor the MS, is the

ultimate decision-making body for the ELChina strategy.

The Commissiots attempts have been driven by Beijghgreference to resolve trade and
investments issues bilaterally with MS. Accordingny interviews with two senior members
of the DG Trade China Team, they suggested‘“inat requests to meet the relevant officials
in China between 2010 and 2011 were mostly refusedur Chinese counterpart, the
MOFCOM”*?. The Commission was furious with the Chinese gowvemts assertiveness and
arrogance. It believed that being vociferous ircriicism of Chind non-commitment to the
WTO rules and lack of transparency would be thet lvegy of getting the Chinese
governmeris attentiofi*”®. As a result, the EU Commission has addressethtis¢ immediate
concerns of the European corporate sector, nartfedyy unfair treatment in the public
procurement projects bidding process. The requintroga level of playing field has also
become regular rhetoric during the meetings betwiben Commission and the Chinese

government.

Given the investments driven model of the Chinesenemy, Chin&g vast public
procurement (PP) market has presented Europeanatioespvith enormous opportunities to

set their foot in the domestic market. As indicabydEuropean Chamber of Commerce in

41 2012 Business confidence survey by European aoiep in China, draw by Roland Berger Strategy Conssl@mBH,
the author herself participated in analyzing sumesult

40 Interviews with DG Trade officials in Brusselslg®alzburg Nov, Dec 2012.

43 Ibid
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China, “the total market value of Chinese publioqurement market was worth RMB 6800
bn in 2011"(EUCCC, 2011a:18) PP is tieendering by central and sub-central government
and other public entities projects that are of fuinterests and/or use public furidgbid:5).
Sectors of PP include energy, transportations, toactons, governmental car fleets and

public healthcare.

European companies are equipped with particularbng technological advantages in these
sectors. Their manufacturing products are synonymweith the highest quality and latest
technological standards in China. They have alsitipoed China as one of the key places in

their global strategic outlook.

Obtaining PP contracts is treated as a unique tyopoy to conquer the Chinese market and
to compete with their peers globally. Because thmé€se PP contracts are often very large in
physical scale and have very high publicity durthg project construction. Such high

publicity will enable the chosen European compandegstablish their reputations across

different levels of governments. This may help thiterwin other PP projects in future.

Even in post-project utilisation, the Chinese goweent will ask the winning bidder to offer
maintenance and repairing services for severalsyafier construction. For example, “in
2001 the Maglev train between Shanghailmg Airport and central Shanghai were
manufactured by Siemens and Thyssen-Krupp”, them@erindustrial giants (Beijing
Review, 2006). After the completion of the projethe Shanghai Municipal government has
insisted on continuing to use technicians at Siememmaintain the carriages and the tracks”

(People’s Daily, 2003).
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However, in recent years, as suggested by sevardiansources, this enormous PP market
has become a key disputed area of Sino-EU econwmtations, rather than creating new

business opportunities as one expected (DW, 2012; Erixon, 2012). European firms jointed by

the EU institutions have brought up endless comgdaihat they have been discriminated

against by the Chinese government during the Péetarg process. This is largely because

the granting of PP contracts now favours domedtiné€se bidders.

The European companies have realised that they owestome ever growing numbers of
hurdles before they could even reach the final inglglatform of the tendering process.
Most of the hurdles are tactically set up by thean€be government in order to promote
domestic manufacturing products. One of major legdhat have undermined European

companie’scompetitiveness is the requirement of domesticerarfor the PP projects.

This particular requirement was introduced in 2@37the Ministry of Science (MOST).
According to this restriction, it suggested thiite PP projects are required to utilise 50% of
domestic manufacturing produttsn its initial publication in 2007 (MOST 2007). S&
2009, “the required percentage has increased tod@af6mestic content on products such as
steel and railways” (EUCCC, 2011a: 12). Civil nagleand civil aviation, in which
Europeans still own an absolute technical supremaey excluded from this requirement.
This is largely due to Chire under-developed capacities for producing its owlear

reactors and air fleets.

Meanwhile, the Chinese government also annount€tinds National Indigenous
Innovation Products Cataloguén 2009 (MIIT&MOF, 2009). This Catalogue has prosad

an important guidance to the carrying out the PEdang process and to deliver PP projects.
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There were only 2% of the listed products that weegle by European firms who invested in
China in the 2009 Catalogtfe Without being short-listed on the Catalogue, Engopean

firms’ potential to win PP projects has been severely umided.

For example, in the area of high-speed railways gmfichstructure constructions where

European companies previously had an absolute gaty@um PP projects, they can no longer
easily win PP projects due to the requirementsilddtabove. Often, European companies
criticise that “the tendering process is very opgagnd lacks any clear instructions as to when
they can bid and in which format they can BRd"The author herself shares the similar
experience with those interviewed European comgathieing a bid process with a European

conglomerate.

According to interviews with several managementmteamembers in a large European
companies, they echoed ttf&b win a bid, European companies find they neeehigage the
buyers or the Chinese government at a very ealyesteven one year before the bid, because

by the time actual tendering is announced, the ritias already been decid&d

European institutions and companigsnt vociferous criticism have made little impact the
changing rules of the game in the Chinese PP malhstead, the Chinese senior officials
asserted that théEuropeans are being self-interested and unredl{$tien, 2012). Similarly,
the bidding process in the renewable sector hastidadvantaged the European firms, which

will be discussed in a greater extent in Chapter Si

44 Based on the Catalogue with over 800 types ofymtsdwith only 17 made by European firms
45 Based on my previous working experience in aibglgrocess with a European firm in China
46 Interviews with management team members at BB&iRa,, Sep 2009
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As a result, the European conglomerates that hadergreat losses in the domestic Chinese
market are making attempts at retributions by targeChinese export manufacturers. They
have begun to turn against Chinese high-end expottee European Common Market. Trade
disputes between China and the EU have existeé 20@1. There has been a clear trend of
increases in trade disputes between China and thsifite 2009. In recent years, the DG
Trade has worked stridently to prove the existarfca systematic campaign by Belijing of

lavishing improper subsidies on favoured industiteoost Chin'a global competitiveness.

Between 2001 and 2008, European companies that ¢denplaints were mostly family-
owned Southern European textile manufacturershénpiast three years, however, they have
been joined in their complaints by well-establishedropean Multi-national companies.
These leading European companies have formed @awith the EU institutions to criticise
the Chinese government. In particular, they have amdy accused the Chinese firms of
dumping exports in the European market, but morgomantly they have challenged the
Chinese governmest generous subsidies to manufacturers across sariodustries.
Examples given in previous sections include then&litU solar panels trade disputes, and
the textile trade wars which are initiated by smalinedium size European companies that

have never really enjoyed business success in China

“In Dec 2012, the DG Trade suggested that Beijing thwelping makers of organic coated
steel used in construction and to make househgbliasyges to obtain materials at below
market priceqFT, 2013a). Unlike the trade disputes examplesrgin the previous chapter,

the recent anti-subsidy steel investigation opebgdhe DG Trade has been initiated by
Thyssen-Krupp and Arcelor-Mittal, two conglomeratieat had achieved relative success in

their China operations. Their profits plunged aftee Chinese government launched a
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national campaign for so-callé¢&@elf Indigenous Innovatidnto promote home grown steel

manufacturers and other industrial products in 2009

Such a move by two steel giants has only escalditedongoing trade disputes between
Beijing and Brussels'If the investigation is proven, the European staakers will allow
using this investigation as a benchmark to chaeagy metal-based exports coming from
Chind*’ However, the MOFCOM, the equivalent of DG TradeGhina, denied that its
subsidies were against the WTO agreements and stiegigithe EU treated the Chinese steel

products unfairly (MOFCOM, 2013b).

Inevitably, given the ongoing disputes, the Europsteel manufacturers will experience a
difficult period in which to do business in Chiriaerce criticisms from the Commission have
done little to change Chifeagovernmental subsidies schemes and have onlgdbilateral

trade relations.

After several unsuccessful attempts by Brusselsegotiate with the Chinese government,
many European companies have realised that then&tutions have insufficient capacity to
negotiate with the relevant governmental departmanBeijing on their behalf. As a result,
more and more enterprises have turned to theivichaial national governments to seek the

necessary support.

A few companies that have long been establish&thina are very familiar with mind-set of
the Chinese policy makers. They have learnt thafingeis very much in favour of

developing stronger bilateral economic relatiorsgher than cultivating sound commercial

47 Interviews with Fredrik Erixon, Brussels, Janu2®y 3
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ties with the Union as a whole. Smoother bilateedhtions will allow China to play the
“divide and rulé method with different MS in order to maximise thewn benefits. Well-
informed European companies have therefore tredtedd national governments as more
effective agents to represent their commercial r@sts when their respective national

officials meet with their Chinese counterparts.

Germany has set an excellent example of helping tlaan already competitive firms to gain
a large number of high value business contract€hima. Under intensive lobbying from
German entrepreneurs, since 2008 the Merkel govanhimas not placed normative issues
such as Tibet and Chitsahuman rights record as a priority at their briateummits. Instead,
during their bilateral summits and cabinet meetiBgslin has supplied an extensive list of
complaints from its corporate sector, which statezlincreasing difficulties experienced by

German companies trying to access the Chinese marke

German industrial leaders have shifted from a msibf “pro-Chind to ask Chancellor
Angela Merkel to take a tougher stand in order isuee a level playing field for their
companies in China. The German government has déhltChina with a more cautious and

well-executed approach than the EU institutionsehaanaged.

Besides the requirements for domestic content, n@stman companies have often
committed involuntary technology transfers in ordermake themselves thgreferred

partners of the Chinese. It is one of the immedaiecerns of German firms that have
operated in China. This is because their businggsatons in China have been almost
exclusively been placed in high-tech machinery,evesble energy, transportation and

chemical sectors. These sectors are intrinsicdlci@d by obligatory technology transfers
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and partial denial of market access by the Chinég&éout a certain amount technology

transfers, they cannot set up joint ventures viigirtChinese partners.

For example, “BASF, a German chemical giant, betpacollaborate with Sinopec to build
the largest Asian chemical refinery in Chongging'Southwest Municipality (China.org.cn,
2009). One of key agreements between BASF and 8mfap this joint venture was to offer
methane and lubricant technologies, which Sinopecather Chinese chemical peers lacked.
Despite the reluctance of BASEF, it still agreeddo so because this high profile, the
Municipal-government backed Chongging plant was poecious to lose. BAS§& non-

participation in Chongging would have jeopardissdther business operations in CAfha

In addition, not only are German MNCs concerneduélbaounting barriers to market access
in China, but also Germéanfamily-run, small to medium sized enterprises ZSMare too.

Involuntary transfers have threatened the survofalsome SMZs since they lack the
resources and political capital both to negotiaitd ey officials and to access information

from a rather opaque and complex Chinese goverratieamework.

Instead of openly accusing Beijing, some Germanpaomes have taken initiatives to sign a
range of agreements with the Chinese companiet &yreements would encourage the two
sides to establish a wide range of industrial ne$e& development centres across different
industries between German firms and some of tha mgsortant SOEs in China. By doing

S0, as argued by some media sources, “the Germmas Would have some level of autonomy
in which technologies they transfer to their Chengsartners and in which forms they

transfer” (22" Century Economic News, 2011; Xinhua 2012¢). Companies, like BASF and

48 Interview with Head of Government Relations, BABErlin, November 2011
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Volkswagen are front runners for this initiativeherefore, they have managed to maintain
relatively good relations with the Chinese governtnevhich will help them gain larger

contracts in future.

In conclusion, one cannot deny the importance gbean companies as an interest group in
determining the EW$ China policy agendas. Examples have been showays that both the
EU and the MS have moved away from normative-oe@ithina policies and turned instead
to business-oriented ones. European firms haveftireracted as the main drivers in the shift

of the EUs China policy priorities at both the EU and MSdev

The EU institutions have been more than willingstgport their firms to combat Beijitsy
increasing assertiveness of its foreign economiicips, even if their attempts have achieved

little success.

At a national governmental level, rushing to then@ke markets has almost become a mantra
for the European leaders in order to revive thain mational economies in the midst of a
sovereign debt crisis. European companies havedevell as vehicles for their politicians to

achieve concrete economic successes.
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Conclusion for Chapter Three:

In conclusion, the EU has largely failed to purgaaormative-oriented China strategy. It has
unsuccessfully applied several forms of economatestaft, such as structural linkage and
free trade, to induce social and political reformithin China. Subsequently and concurrently
its relationship with the Middle Kingdom has becomere and more disjointed in the past
twelve years. As argued above, the EU has misutwet<China, and therefore implemented

a China strategy that has little in common withititerests of Beijing.

Within the EU, the failure to develop a coherentnarstrategy has largely reflected the deep
divisions between Brussels and the MS. Againsbtekdrop of economic problems, the MS
have treated China as both a strong competitor‘arsblutiori for the lingering crisis. As a
result, MS have vigorously competed with each otbdrenefit from Ching economic boom

without considering the EW overall objectives when engaging with China.

Meanwhile, one cannot ignore the complexities @& Els institutional structure, which
have also contributed to the EUncoherence. The institutions overlapping resibariges
and the ratification of the Lisbon Treaty haveetiltthe balance of power amongst the EU
institutions. Each institution has only made anglamented its own specific China policy
agenda, which suits its own departmental intereBterefore, its China policy has been

subject to all sorts of institutional constraintsldureaucratic turf wars.

Apart from the governmental apparatus, the Europeamporate sector has become an
indispensable actor in China-EU relations. Europg@mpanies have mainly acted as policy
formulators for the Unios China strategy. Their corporate interests haven bmostly

represented by their national governments as wellthe EU institutions. They have

155



determined the shift of the E&J China policy priorities from value-oriented tosiness-

focused at both the EU and MS level.

China-EU collaboration on renewable energy proviaesxcellent test case to examine the
extent to which both bureaucratic and corporateradiave flexed their muscles to shape the
final outcomes of the collaboration. In ChapteosiFand Five, there will be a strong focus

on the roles of Chinese actors, both governmemigdlcarporate one. In Chapters Six, there
will be an examination of the extent to which thed&peans actors respond to policy changes

and shifts in the institutional balance of powecCinina during the collaboration process.
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Chapter Four: Green Partnerships in the Making: the Development of
China-EU Climate Change and Renewable Energy Colladyations: A
Chinese Institutional Perspective

Introduction:

After reviewing the developments of overall Chind-Eelations in Chapters Two and Three,
this chapter will shift the thesicus to their climate change (CC) and renewabkrgn
(RE) collaborations. In particular, this chapteelse to explore the collaboration process
through an institutional perspective from the Chmeide. In other words, it will turn the
focal point towards China's central governmentslfifations. It will examine the significance
that institutional actors have placed in deterngnthe outcomes of collaborations. More
importantly, this chapter aims to disentangle thlatrons between the CCP, as the ultimate
decision-maker, and the other various bureaucemjgncies, which are also foreign policy
(FP) actors. These actors co-exist in the estaddi$tP making framework in China as well as

outside the conventional FP making process.

The current literature in this field has paid gre#tention to individual projects, policy
initiatives, and the results of collaborations. Hwer, it has largely ignored the vital roles of
the CCP, which is the key source, and driver, ahlbBhinds climate change policy and
collaborations with the EU. On the one hand, thePCl@as driven the dynamics of
collaborations and regulated the Chinese instigtithat are involved in the collaboration
process. On the other hand, the relevant instiatisave attempted to mobilise their own
resources to implement and modify decision outcoate®rding to their own departmental
interests. Inter-department and intra-departmeriiatgaining have become frequent
occurrences. Their preferred outcome is decisibaswill help those institutions to acquire

more financial resources and to achieve higher duamtic status. It is therefore of

157



heightened importance to examine the relations é@mtwthe Party and various institutions
during the collaboration process as well as bargaotess amongst different agencies. In
doing so, it will help to answer a research questas to what extent governmental

institutions have managed to shape the overathloohation.

In recent years, China has undergone a dramatisftianation in terms of social and
economic developments. Soaring energy demand hesmige a recurring symptom to
constrain more robust economic growth. China has alxperienced the unpleasant side
effects of CC in the wake of its own economic sssceAs a result, tackling CC and
developing alternative energy have been treatezha<f the highest priorities on the CEP
agenda. The Chinese government has changed iteaabpto CC dramatically, by moving
from a position of deep suspicion of curbing enaussto drafting a comprehensive and
ambitious strategy to set China on to a path of éanbon and sustainable growth. Beijing
has issued a flurry of climate and energy relagggkslation and policy initiatives to create a

momentum of transforming the Chinese growth model.

As a new comer in the field of CC and RE, China bagerly searched for international
partners and sources of learning CC related teogred. As an emerging power, China has
realised that its persistence of holdif@mmon Goals But Differentiatédprincipal and its
self-assumed status % developing countfybegan to its lose explanatory value. As a result,
China has turned to the EU, which is seen as aagtdtampion of CC and a crucial source of
technological assistances. Both sides had showmetrdous enthusiasm for their
collaborations and have tried to achieve some evacesults. However, their collaborations
have progressed at a rather modest level. Thesmairdy due to their misunderstanding of

collaborative purposes intertwined with an extrgmebmplex institutional setting when
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dealing with one other. In particular, this chaptelt provide insights into the bureaucratic

complexities from the Chinese side.

Beyond this introduction, this chapter will dividieto three sections. The first section will
explore the bureaucratic restructuring processhoh&s climate change policy making. The
two major reshuffles have exacerbated the fragnientaof climate and energy policy
making, and therefore triggered much confusion wma collaborates with the EU. The
second section examines the roles of Chinese tguvarnmental agencies in participating
in Sino-EU climate change collaboration. The fisattion will provide some insights into
the bureaucratic land-rush among the central govem institutions when they collaborate

with the EU in the area of renewable energy.
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Section 4.1: China’s Climate Change Policy Making cess and its Key
Institutional Actors

This section will explore the evolving process os$titutionalisation in regards to Chisa
Climate Change policy making. It aims to build ardation of understanding of the crucial
role of Chinese central governmental institutiomsletermining the Sino-EU collaborations

on Climate Change (CC) and Renewable Energy (RE)amext two sections.

China has experienced an unprecedented high I&eelbmomic growth and industrialisation.
The price of such economic success has been sememnmental degradation. A wide
range of climate related problems, such as pohu@md energy shortages, have posed
immense and immediate challenges to further econgnowth and the social stability of the
Middle Kingdom. CC policy making in China has bedranged significantly in accordance
with the Chinese Communist Party (CGriorities. According to the Chinese President Hu
Jintao, “the CCP has rapidly elevated environmeptditics to the highest priority on its
agenda” (Hu, 2009). As indicated by the NDRC, “numus policy initiatives have been
carried out by various existing central and proiddhgovernmental agencies” (NDRC 2009f:

11).

The CCP has also created a large number of nevuiiemts and restructured some existing
agencies to implement its ever-changing policy dgennevitably, fierce competitions
amongst the various institutions have become auéegoccurrence. These agencies have
competed with one another for pre-eminence in arfing the decision outcomes according
to their own preferences. Winning such competition result in a larger governmental

budget as well as elevation of their bureaucraétus within the policy making process.
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This section will search for the sources of charagesthe reasons for persistent bureaucratic
conflicts within Ching CC policy making and implementation process. dea this section
will begin by analysing the relations between theéRCand the governmental institutions
when it comes to the making of Chis&limate and energy related policies. Secondlyjlit
identify the key players, either conventional fgreipolicy actors or the newly established
ones. Finally, it will assess the impact of suclframmented institutional framework has
generated to Chiret CC policy making process. And this impact hasagay cast a long

shadow over the Sino-EU collaborations.

As argued in Chapter One, rising environmental l@mols have constrained Chiga
economic growth and caused a decline in public theahd living standards. Such
degradation has already triggered some incidentsoofal unrest and public grievances.
Therefore, Ching environmental problem has posed a serious clgalemthe very core of
the CCP primary objective: retaining power. In gasst thirty years, the CGPlegitimacy has
shifted from ideology to their performance in gaveg the state. In other words,
demonstrating their political problem-solving capadas become the foundation for the
CCPs self-assumed power. In relation to tackling emwmnental problems, the CCP has
made many serious attempts to demonstrate itsyatwligovern. During the middle to late
1990s, the CCP had cast serious doubts on the tropayobal warming. They treated the
international climate change framework as a traparay the Western liberal democracies to
interfere in Chins own domestic affairs. However, since China joitleel WTO, climate
change and the environmental policy agenda havdlyapecome grounds of concern for the
CCP. According to official documents from the PR&xkling climate change has recently

become part of Chingcore national interests (UNFCCC 2004).

161



The reasons why the CCP shifted their views anttyaskances on climate change are two-
fold: firstly, there has been a growing sense dh&rability to the potential impact of global
warming, which will certainly become intertwinedtlwvithe existing social inequality and the
political risks of governing. Secondly, curbing lsan emission can create a huge potential
for China to fundamentally transform its economi®dal from a heavily polluting
manufacturing-oriented base to a sustainable, tdobital, and innovation driven model.
Based on the above two reasons, the CCP has iadledy of policy initiatives, and pursued
several environment protection related laws in orile demonstrate its problem-solving
capacity. As a number of China experts and higtereuggested,The CCP is a Party that is
equipped with a rapid learning-curve to adapt clangccording to different historical
situation$ (Westad, 2012; Lampton, 1992). Its policy shift on climate change has certainly

reflected its flexibility and resilience in the &aof social changes.

Given the number of climate change related polmfyatives being taken, the CCP needs to
create new governmental institutions and to regirecthe existing policy-making apparatus
in order to accommodate its national campaign oklitag climate change. As a result, a
number of new policy actors or bureaucratic ingbtus at the national level have been
created by the CCP, such as SOR&nhd Environmental Protection CommisstoriThese
newly emerged actors have had to share the congieteand financial resources of the
existing actors such as the Central Metrology Age(tMA), the Ministry of Industry,
Science and Technology (MOST) and the Ministry afreign Affairs (MFA). From a
domestic perspective, these bureaucratic re-orgtmms have exacerbated the incoherence

and a lack of coordination in Chilsadomestic environment and energy policies. Extgtna

49 Renamed as National Development and Reformatiom@ssion in 2003
50 Later elevated as Ministry of Environment Prtitetin 2003
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with a number of equally important central governtaginstitutions sharing responsibilities,
potential partners in the collaboration on climettange have found it exceedingly difficult to

identify and to distinguish the functions and cotepeies of the various departments.

As argued in Chapter One, bureaucratic rifts ofieaur as a consequence of a shift in the
political priorities of certain policy areas withihe domestic political arena. In the context of
CC policies in China, the emergence of CC as anansa political challenge has triggered
profound changes in the distribution of bureaucrgbwer. Given the expansive nature of
climate change issues, it has not only become bpeliical priorities of Chinese domestic
politics, but it also has ranked equally importan€hinds foreign policy making sphere. As
a result, the institutions that are responsible dovironmental policy and foreign policy
making have to share the responsibility and competefinancial resources when they

participate in Chinfa CC policy making process.

Since 1998, the CCP began to reform Climéimate change policy making framework. This
restructure hinted which institutions would take tead for China in the field of CC. As a
scholar observed, “the 1998 reshuffle had alsdbésked a foundation for a second reshuffle
in 2003” (Conrad, 2010:57). During the 1998 redinting, institutions such as MFA

remained the only organisation to deal with BeignGC diplomacy. As indicated by one of
the NDRC official document, “the newly created SDRs since taken several
responsibilities from the previous state planniogimission, including its duty as the leading

coordinator of Chinia CC policy (NDRC2009f: 16; Xinhua, 2003).

However, the distribution of bureaucratic power as zero-sum game. The SDRC

bureaucratic triumph had caused dissatisfactionsngst, and a decline in the authority of,

163



the other institutions that had also previouslyfgrened key roles in making ChitsaCC
policies. As observed by a scholar, “the CCP redlithat its climate change policy had
become institutionally fragmented” and lacked forrugs policy agenda (Conrad, 2010: 57).
In an attempt to resolve the fragmentation isse,Rarty began to use its usual practice of
establishing a Small Leading Group to improve togtnal coordination. As mentioned in
Chapter Two, Chinese FP has also suffered fronitutishal fragmentation, establishing a
“Foreign Affairs Leading Small Grotpwas the attempt at a solution in order to improve
coherence. Similarly, a National Climate Change r@mation Leading Small Group
(CCCLSG) was established in 1998 under the Staten€ilo As observed by a Sinologist, a
“Leading Small Group (LSG) is a common instrumenChinese politics employed by the
Party leadership to coordinate policy decision-mgkiwhere the existing institutional

structures prove unable to bring about re$(llisberthal, 1992: 12).

“Establishing a LSG could also signal the impor@amd a specific political issue by the
CCP” (Ibid). This was certainly the case for Chn@€C policy making. The CCCLSG has
therefore become a platform where institutional cdpe interests clash and inter-
departmental bargaining takes place. During the818%huffle, “the State Science and
Technology Commission was upgraded to the Minisfr§science and Technology (MOST),
and the National Environmental Protection Agencyg wenamed as the State Environmental
Protection Agency (SEPA)” (Xinhua, 2003). Both ingtons managed to successfully extend
their influence over Chiris CC policy making process. Later, they played kaes in

facilitating the Sino-EU collaborations in Climaidéange and Renewable Energy.

Despite the efforts being made to increase cootidmaChinas CC policy making process

largely remained fragmented after the 1998 reskuBls outlined by the CCCLSG opening
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statement, “given the increasing importance of mmwnental issues in both domestic politics
and FP, the CCP decided to pursue another roumgtitutional restructuring in 2003, which
intended to clarify the CC policy agenda and totriigte responsibilities more evenly
amongst various institutions” (CCCLSG, 2003). THD2 reshuffle largely reflected the
current institutional structure of formulating amdplementing China climate and energy
policies. Unlike the 1998 re-organisation, this 20@shuffle has not only just divided
institutional responsibilities in pursing the doe€£C policy agenda, but equally important,
it has also outlined the responsibility of eactiitnon when they participate in international

negotiations, as well as conducting cooperatioh wiher countries or entities.

The SDRC was “renamed as the NDRC and remained the most powdtitution in

Chinds CC policy making”, if not the most powerful in B&s macro-economic policy
making in general (Lewis, 2008: 158). Its strengttk authority has inevitably undermined
other institutions competencies and power in batmestic CC policy formations as well as
in Chinds climate diplomacy. As a scholar remarked, “theR{Dhas played a major role in
CC policy formation as well as policy implementatgince the 2003 reshuffle of the Chinese
central bureaucratic system” (Hegglund, 2007: I8).do so, the NDRC has established a
new“Climate Change Bureatito focus on policy formation and implementationeTrewly
established Bureau aims to compete with othertutgins which share the responsibilities of

making CC policy with the NDRC.

One of the most compelling challengers to the NBR&uthority on international CC

negotiations is the MFA. The MFA has set up a sp€€ffice for Special Representative on

51 E X ki Z N xS 784k w Climate Change Bureau at the NDRC
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Climate Chang&”’to deal with policy domains related to Chma&nvironmental diplomacy.
The NDRC and MFA have been in frequently disagregmend have become each otker
ultimate rivals. According to interviews | condudte both institutions, officials in these two
departments hold almost directly contrasting opisioAn interviewee who holds a key
position at Climate Change Bureau of NDRC accukeddiplomats at the MFA lacking any
scientific and economic understanding of climatenge. They have alwaysppeas€d
foreigners when it comes to negotiating with Weste$>>. Whereas the MFA personnel |
interviewed contended that tf&8lDRC has little experience in international nedatias,
which often causes more damage rather than a ®sitntribution to Chiria climate

diplomacy>*.

However, given the importance of the NDRC to ouattamestic policy making, the NDRC
has often prevailed over institutional conflictshi§ is largely because CC and scientific
innovations are areas that intertwine with Clsrawvn economic developments. Increasingly
in-depth scientific assessments have demonstrabagd€ vulnerability to the detrimental
effects of CC. The costs of mitigation have becamgch smaller than the costs of the
“Business as Usual Scendritn the light of Chin& climate vulnerability, the CCP believes
that Chinés current heavily polluted, export-oriented modeho longer viable for Chira
longer term development. As a result, ministers éina in charge of the macro-economic and
scientific innovations policy agenda have had agreimpact on CC policy formulation than

the MFA.

The 2003 restructure has not triggered theult that the CCP expected; as a scholar

52 438 BB S AR AL R AR /5 /2 = Special Representative Office at MFA
53 Interviews at NDRC Beijing, August 2012
54 Interviews at MFA Beijing August 2012
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observed, “China CC policy coordination has still remained at adest level” (Marks,
2010: 977). Despite the reshuffle of the existiggrecies, the bureaucratic new comers that
were created by the Party leadership, have furtbemplicated its CC policy making and
implementation process. Further to the 2003 rekhuthe CCP has transformed the CCLSG
into the National Climate Change Coordination Cotteri (NCCCC) of the State Council”
(NDRC, 2009f: 17). The NCCCC is an administrativedy not only charged with inter-
ministerial policy coordination but also to formalepresent the ultimate decision making

body regarding Chirla CC policy.

Based on the NCCCC'’s organizational descriptioitiaity, “there were 15 different central
governmental agencies granted memberships of th@QCC The granting of memberships
signalled their status as core institutions of @Ogy-making. The Director of the NDRC is
the second man of the NCCCC, second only to Prekviem Jiabao himself, who is the
chairman of the Committee” (NCCCC, 2008). More liagtingly, there were four institutions
which serve as th8/ice Chair§ of the NCCCC with the same bureaucratic ranks ayule
political importance. These are: the MFA; MOST; SEPA and the CMA” (lbid). Each Vice
Chair has represented their own distinctive intsreend has been assigned different

responsibilities by the Chairman. According to anése CC expert, he suggested thhe

co-existences of four Vice Chairs were a resufirofonged period of bureaucratic rifts

Unlike the CCP wishes, the establishment of the RCChas further exacerbated the
bureaucratic conflicts as institutional interesésvén become even more diversified. Despite
the NDRCs commanding position, the establishment of fourevchairs produced a

substantial counter-weight to the NDRC assuminghaitly. This multi-tier set-up of

55 Interviews with Professor Pan Jiahua, at the €fgirAcademy of Social Science (CASS),August 2012
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bureaucratic apparatus allowed for a number ofituiginal actors to exert a tangible

influence over the policy making process.

However, despite interviews with members from vasioinistries, it has still remained very
difficult to assess which institution can genethte greatest impact on the CC policy making
process. None of the institutions mentioned abaee lachieved absolute overarching power
to produce their desired decision outcomes on eweepasion. The Party leadership has
retained the reins of final decision power in it@nohands. The next two sections will offer
vivid examples of Sino-EU collaborations to demeoetist the complexities of making and

implementing decisions.

In conclusion, China climate and renewable policy making have largedynained

fragmented even though the Party has made twousedtiempts to improve coordination
amongst their core governmental agencies. Thiscaté institutional setting has certainly
cast a long shadow over the Sino-EU collaborationsClimate Change and Renewable
Energy. The next section will examine the extenivtoch these bureaucratic rifts in Beijing

have constrained Chitgacapacity to collaborate with the EU in the are@lonate Change.
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Section 4.2: Many Bureaucratic Rifts: The roles ofChinese central
governmental institutions in determining the Sino-BJ collaboration on
Climate Change

This section will offer an examination of the rolek the Chinese central governmental
institutions in the process of China-EU collabaration climate change (CC). As argued
previously, the complex institutional framework ddétle to help formulate coherent CC
policies in China. Domestically, a fragmented ingional framework has severely
challenged the CCP® capacity to tackle environmental degradations emelrgy shortages.
Externally, a lack of institutional coordinationshandermined Chirs ability to demonstrate
itself as a responsible and active player in irgBomal CC negotiations. Similarly, its
collaboration with the EU has largely been affedigdcomplex institutional settings from

both sides.

Much literature has already been written on thésEtgnowned bureaucratic turf wars in
various policy areas whilst there is little thatshexplored the bureaucratic rifts from the
Chinese side. Most institutions referred to presipuhave participated in the process of
collaboration. They have played roles as collabmmaiagenda formulators as well as
executors to deliver collaborative projects. Contipeis for budgets, agenda-setting and
project implementation have become inevitable ammbtigem. Some of those institutions
have prevailed and utilised the collaboration amigue opportunity to boost their political
influence. While others have become marginalisezltdua lack of sufficient and appropriate

resources with which to play decisive roles dutimg collaboration.

In this section, the author will use case studiesGhina-EU high-level climate change

dialogue, China-EU disputes at the Copenhagen UNE-GGmmit and the Sino-EU joint
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research programme on Nearly Zero Emission Zon#ustrate how the collaboration has
largely been shaped by bureaucratic power shiftsimnviChinds CC policy making process.
This thesis will utilise three case studies tosiltate the bureaucratic land-rush when relevant
Chinese institutional actors came to deciding arg participating in, the Sino-European
collaboration on Climate Change. The following threase studies are not chosen on the
basis of arbitrary selection or random examplegsh&athe case studies have significant

reasons, as detailed below, to justify their inidosn this thesis.

Firstly, all three case studies represent very hpgbfile events in China-EU relations.
Secondly, apart from Climate Change, the collalbgeamechanism between Beijing and
Brussels has also been established in other fodlttseir partnerships. In particular, the Sino-
European High-level sectoral Dialogue has also wedufrequently amongst other policy
domains. Therefore, by examining the internal buceatic rifts and the composition of
participants within Beijing on Climate Change Dgle, one will be able to observe and
analyse the Chinese bureaucratic disputes amotigst S8ino-European sectoral high-level

dialogues.

Thirdly, the China-EU trade disputes have beconmeeeessary component rather than an
exception in their partnership. Investigating tleenplexities of Chinese bureaucratic actors’
involvement in the solar panel dispute could laygeflect upon their engagements in other

areas of Sino-European trade disputes.

Last but not least, all three case studies involve, or several, hon-conventional Chinese
foreign policy actors to challenge the status gtithe established foreign policy actors in

shaping the Sino-European relations. My analysethade case studies below are mostly
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based on interviews conducted between 2010 and @8M&ell as my previous consulting
experience with Chinese energy conglomerates. Mtetviewees are practitioners who have

participated in those projects and wish to remaiongmous.

1. China-EU High-Level Dialogue on Climate Change

“China and the EU established the CC partnershi@eptember 2005 and elevated their
partnership to that of ministerial level in 201EC 2005; NDRC 2010c). Both sides have
expressed great enthusiasms for collaboration ¢fvout years. Both governments believe
that CC is an area where they can achieve majorcandrete results through collaboration.
Like other areas of China-EU collaborations, CHitd-high-level dialogue on CC is one of
the major mechanisms to initiate the collaboraggenda and to discuss potential projects.
According to their joint declarations, “the dialagis held either in Europe or in China, once

or twice a year” (Ibid).

During the first dialogue in March 2006 in Viennagth sides agreed to collaboration
according to th¢China-EU Climate Change Rolling Work PlaThe Plan prioritised nine
different areas of collaboration which were mosityentific and technological cooperation
driven, such as developing renewable energy, j@rdjects on Clean Development
Mechanism and energy efficiency improvement (MFBQ&). Only two of those areas were
non-scientific or non-technological in nature. Thegre “Institutional capacity building and
Raising public awareness of Climate Chan@kid). Based on the agenda from the plan, it
indicated that their collaboration was very muciveln by technology transfers and scientific
cooperation. This in turn has led the MFA to hawe iasignificant role in driving the

collaboration forward.
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As referred to previously, the NCCCC has four wbairs to make decisions on CHs&C
policies. The MFA is granted one of the four videics. This signals the MF8 importance
in Chinds international CC negotiations and collaboratiath fioreign partners. However, in
reality, the MFAs authority and competency have been undermingtidoiNDRC and other

science-led institutions.

In the case of China-EU collaboration, the rolethed MFA has diminished throughout the
past six years. Its authority as thahief negotiatdt of the international CC negotiations has
encountered several strong challenges from otlstitutions, which are either located within
the Chinese FP making process or emerged as whda LJakobson labelled as theew FP
actors in Beijing's FP decision making process (Jakobson and Knof:2PD1The MFAs
decline in bureaucratic influence over China-EUlatmdration is reflected upon both in

institutional arrangements and the agenda setfitigeacollaboration.

In terms of an institutional setting, the MFA ordgted as the chief executive on the Chinese
side when initiating the dialogue at the very turstfmeetings between Beijing and Brussels.
Afterwards it attempted to use various dialogues iaternational negotiation mechanisms to
formalise its territory over environmental diplorgado do so, the MFA established the
Office of the Special Representative for Climateafife. The Special Representative also
acted as the chief negotiator during the first @wona-EU CC bilateral dialogues. At the first
two meetings, the Chinese dialogue consists ofe25gmnel, 7 of them from the MFA, 4 of
them from the NDRC, 2 from the MOST, 2 of them fridm Ministry of Finance (MOF), and
the rest of team were drawn from relevant universéisearch institutes and large SOEs,

which sought to explore business opportunities inictv to cooperate with European
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companies. In addition, there were two personmehfthe China Mission to the EU in charge
of CC issues. One of those was appointed as thecilowm and the other was ranked as the
First Secretary, both of whom were from the MEAThis setting indicated the bureaucratic

significance of the MFA over China-EU bilateral ldgues.

From a bureaucratic politics perspective, the MiB&l Imanaged to extend and to strengthen
its influence as the chief negotiator on Chén@cC issues. Financially, the MFA had also been
granted the bigger budget from the State Councihbse they needed to have more monetary
resources to deliver the dialogues and negotiatiBast of the budget was generated from

some of agreed collaborative commercial projecsfthe dialogues.

However, there has been a sea change on thés@@Rude towards environmental issues. As
discussed above, seeking CC international colldloordhas become one of key methods
through which the CCP demonstrates its abilityackke CC issues both domestically and
internationally. In relation to this shift, the C@Rended to conduct a wave ‘Gfechnological
Diplomacy to maximise its benefits from their internationabllaboration partners
(Economy, 1998: 23). Given the MFAtraditional area of responsibilities, it has hady
little knowledge regarding the latest climate tembgies and renewable know-how. As a
result, the NCCCC headed by Premier Wen decidecchange the focus and team

composition of the China-EU bilateral dialogue atiter international negotiations.

The dialogue team is now made up of 30 personred. NIFA Climate Change Office no
longer acts as the Chief Negotiator. Instead, dutite 2007 and 2008 bilateral dialogue it

was headed by the director of the NDRC Climate @haBureau, Su Wei. The NDRC has

56 Interviews with officials at China Mission to tB& in Brussels Nov 2012
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sent 10 representatives to participate in the diads. The other 20 representatives consisted
of 3 from the MFA, 5 from the MOST, 3 from the CM#d the rest were from research
institutes and SOEs. Moreover, CHeMission to the EU has also changed the institatio
setting. There are still two people in charge ofi€sLies. However, the previous councillor of
the MFA has been replaced by an equivalent pdl§icaanked representative from the

NDRC; and the First Secretary remains an MFA appointee®’.

By 2010, the bilateral dialogue was elevated td tfidhe Ministerial-Level. According to a
MOU from the two sides, the NDRC has become theamtkonly institution taking overall
responsibilities for dialogue from the Chinese silé agreements in regards to CC between
China and the EU were signed by either the Direatdhe NDRC or the director of National
Energy Agency’. The NDRCs chief negotiator role was therefore consolidated, this left
the MFA with little room to manoeuvre. Surely, tN®ORC's authority and assertiveness have
generated a clear impact on the EU side. The EUrllesion on CC and energy has a clear
understanding of who they can speak to amongst @l@nese counterparts. However, the
Copenhagen Summit further exacerbated bureaucatiiticts and frustrated the Europeans,

which will be discussed later in the section.

In terms of agenda-setting, the NDRC has enjoyedispnted authority over other
institutions in overseeing the dialogue agenda.alignda-setting role has been largely
reflected upon in changes to the contents in maaysyof dialogue. In the very first two
dialogues, the Chinese side had stressed the iamuwerof collaboration and Chisgolitical

will to tackle global warming whereas little detaihad been revealed on the methods of

collaboration and which technologies transfers Bejing wished to acquire from Brussels.

57 Ibid
58 Archive search from the NDRC website
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Since 2008, the content of the dialogues have becomre specific and technologically
driven. Both sides have revealed details of fin@nciontributions, areas of technology
transfers, areas of joint research and the tima spgint researches. Such detailed contents
of their dialogues have been rare amongst the @hera-EU dialogues. These contents have
illustrated the heightened importance of the ineatent of the NDRC and the MOST. As a
result, the MFA has been marginalised &luost its previous budget to support its CC office.
The remaining budget on tackling CC from the St@beincil was transferred to the NDRC
and MOST>®. According to the interviews from the MFA Clima@hange Office, they
admitted that'we do not have sufficient expertise to understémedcomplexities of CC. We

can only be in charge of political and logisticadtters of the dialogti&.

Carbon capture and storage (CCS) is a key techyndimg curbing carbon emission that
China is keen to learn from the EU. | have askambw@ple of questions related to CCS to
several MFA interviewees. It seemed that none ef A interviewees were familiar with
technical matters. But, they all rigidly insisteaat MFA still does play a crucial role in
facilitating the bilateral dialogue. However, theguld not assess the significance or extent of

the MFA's role as an agenda formulator during the dialogue.

2. China and the EU at the UNFCCC Copenhagen Summit

According to the “Rolling Work Plan” and other MOWe&tween Beijing and Brussels, the
EU will coordinate with China when it comes to miational CC negotiations (EC 2005,

MFA 2006). However, in Copenhagen in 2009, the Beams became confused and

59 Interviews with a staff member at China Missiorthe EU, Brussels November 2012
60 Interviews in an official at Policy Planning gilon MFA in Beijing August 2012

175



frustrated by China incoherence regarding the carbon emission remucis well as
“Beijing’s vociferous emphasis on its status as a develamuogtry’ (NDRC, 2009b; Xie,
2009). The 2009 Copenhagen Summit was thereforaei®as a low point for China-EU CC

collaborations.

One of the main causes of the confusion was dtieettack of institutional coordination and
communication from the Chinese side. As referrethtprevious paragraphs, the MFA used
to be the chief negotiator for China on internatio@C negotiations. Given the increasing
environmental challenges within China, the CCPtrested climate change as part of Chéna
development issues. “The Party has strong incentiveise the international CC cooperation
to solicit the assistances of developed nationacimeving its domestic CC goals” (NDRC,
20009f). Despite shifts in domestic politics, Chimes continuously insisted on holding to the
Principle of“Common but Differentiated Responsibilities (CBDRIfid). The CCP framed
this principle according to three key issues:

1) The West responsibility for current environmental damage.

2) Chinds right to tackle economic development issues. first

3) The emphasis on receiving funding and technologgdmperate in an international

multilateral framework.

Based on the Chinese government’s own analysisin&and the EU have disagreed with
each other on two major issues in regards to tagkdlimate change. And these two issues
have dominated the Sino-EU CC dialogues and otblvant official meetings” (Shen,
2009). Firstly, the EU disagrees that carbon emmsshould be viewed in historical terms and
on the basis of equity. In other words that devetbpountries, such as the EU member states,

should contribute more; and that “developing countries have the right to develop &nd
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refuse to accept binding commitments in the field GC mitigation and adaptatitn

(Hegelund et al, 2009: 34).

Secondly, the EU rejected Chisadea that the international framework and colfabon
should give China the privilege to ask for preféi@ragreements on technology transfers and
funding in order to comply with international agmeents, and even to justify eventual
requests for a waiver of IPR protection while gléiciding any kind of binding commitment
(Euractive, Wets speech 2009). Based on these two main disagrégn@hina and the EU

have had little chance to stand in the same campglthe 2009 Copenhagen Summit.

According to my interviews with Su Wei, the directd Climate Change BureatiChina is
very unlikely to give up the CBDR principle andgshias become a recurring issue yet to be
resolved in the annual China-EU CC bilateral diagFor China, holding the CBDR
principle is one of key reasons why it wishes tatmrate with the EU. Ching position is
unlikely to change in many years to cdfife His view was echoed by a senior diplomat at
the MFA, “holding the CBDR principle is in accordance withizts overall FP and its claim

to ‘a developing counttystatug®?.

Without much agreement between each other befatelanng the Copenhagen Summit, the
Europeans were largely disappointed by Clsipeersistence of a non-binding commitment to
carbon emission. Chifg policy inconsistency on its negotiation positibad further

undermined the trust and validity of collaboratieith the EU. This inconsistency arose from

the Chinese negotiation team. As one observed, ragaldemic literature and journalistic

61 Interviews with Su Wei, Beijing August 2012
62 Interview with a senior diplomat at MFA, Beijidgigust 2012
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articles have described and discussed Céirt@openhagen fiasto(De Matteis, 2012;
Wubbeke, 2013; Xinhua 2009b). However, little attention has been paid on thesoas why
the Chinese negotiation team behaved so unusuadlyireconsistently during an important

international negotiation.

According to verdicts from several members from tiegotiation team, the major cause of
the fiasco was due to fragmented policy making @secon China CC policy, without a
powerful and credible overarching authority to mé#ie final decisions. This was particularly
the case for China in Copenhagen just as in Chirgcent rifts with its neighbours near the
South China Sea. The initial team at Copenhagen fhina was very similar to the China-
EU CC bilateral dialogue. According to MFA's statemhand information from media outlets,
the Chinese delegation was “headed by Xie ZhenViua, Director of NDRC (Ministerial-
level), who was also former head of SEPA; the second in charge was Su Wei whose position
was the Director of Climate Change Bureau at NDR@other key team member, Yu
Qingtai, is from the MFA” and a special representative for the CC talks (MFA, 2009;
Southern Weekly, 2009). As one scholar obser{iba, Chinese team combined a high degree
of climate expertise with relatively extensive dgmn-making authority and experience on

the international staj¢Conrad, 2012: 444).

My interview with Professor Pan Jiahua, who is ith@st prominent climate change scholar
in China, and has participated in the negotiation€openhagen, confirmed other schdlars
observations. According to Professor P&Dur team was probably the best team for CC

negotiations China ever had, and the three maintiagrs had reached agreements on every
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little details that may affect Chifsinternational standitif. However, as seen by media and
some academics, “the arrival of Premier Wen andliplomatic advisory team reversed and
objected to some terms that the initial China team had agreed with other participants”(Ibid;
Foreign Policy, 2009). One of the initial key agremts was'by 2020 China will join the

binding commitment of compulsory carbon reductfon

However, as observed by a scholar and confirmeohieis interviews, “Premier Wen and his
team declined this proposal” (Ibid: 445); his own advisory team was mostly from the MFA
policy planning unit, which have limited understamgdon how CC mitigation works .
Instead, this group of advisers only stressed ‘tGaina is a developing country, with no
further changes regarding this status” (Lynas, 200€eris reversal on the proposal has
increased the Europeanfustrations towards China holding on to its CRBDngiple.
Consequently, several European leaders denounceda Git the post-Summit press
conference as well as in European major newspaptr, accusations that China wéa

selfish and irresponsible player in Copenhdd&filband, 2010).

Chinds Copenhagen fiasco was deeply rooted in its fra¢ggdeCC policy making process.
There has never been any clear guidance from th€Q@C as to which institutions or
individual has the overarching authority to setilgernal disputes, and who shall
communicate and advise the Premier before, dudand, after the Summit. Certainly, each
individual institution wishes to shape the opinafrthe Premier, but whose opinion carry the

heaviest weight remains unclear.

63 Interview with Professor Pan Jiahua, at Chikessslemy of Social Science, Beijing August 2012
64 lbid
65 Interview with Professor Zhou Dadi, Senior Fellat Energy Research Institute, NDRC, August, 2012
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3. China-EU Collaborative Project on Near Zero Emisions Coal

China-EU collaboration has been badly affected byn&s CC policy formation process.
Equally complicated, Beijirig policy implementation process can also generategative
impact on their collaboration. The NDRCauthority as the most important player in Ctgna
CC policy making and implementation process has iseongly challenged by the other

institutions who share many of the responsibilidasing the implementation process.

In particular, participations in policy implementat by the MOST have posed the strongest
challenge to the NDRC. As a scholar pointed oatrason for MOST's challenge to the
NDRC, “this is largely because the politics of C&sHbeen intricately linked to scientific data
and technological innovation” (Wubbeke 2013: 713} was a scientific concept long before
it entered the realm of main stream politics. Radltdecisions on CC are crucially dependent
on scientific research findings and the feasibibfytechnologies. With a strong scientific
element, the MOST has seized on this unique oppitytto extend its political influence. By
expanding its political influence and adding safentcredibility, “the MOST has long
established a close relationship with a few framtring CC research institutes amongst
Chinds elite universities” (MOST 2012). Based on my arahsearch, “the MOST has
encouraged those institutes seeking internationaperation projects under the umbrella of
the MOST*®®, Meanwhile, the “MOST also provides initial seemds to institutes which
have collaborative projects with international pars”, according a scholar’s observation
(Wubbeke, 2013: 723). With many international dodleative projects on its hands, the
MOST has established its own reputation as th&utisinal partner for Chiria international
CC collaborations. The MOSTeputation has also put itself in a rather advaetag position

when China collaborates with the EU.

% Refers to all documents | examined through MOSTsiteb
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The best example to illustrate the MOSRbility to contest the NDRE capacity is in the
EU-China joint initiative for developing Near ZeEanission Coal (NZECY! NZEC is one of
the key areas in which both sides indicate theerest in deepening the collaboration, which
has also been stated in théRolling Working Plafi (MFA 2006). NZEC promotes the
exploration and testing of the Carbon Capture §®(&CS) capability of coal fire plants in
China. NZEC is a capital investment intensive tetbgy and requires a large sum for an
initial setting-up fund. Currently, “only Germanydthe UK have developed and adapted
this technology due to the financial support froathbtheir national governments and private
enterprises” (Feng & Yuan , 2011: 31). NZEC relapedjects have often been established
under alliances of private-public partnerships @rrg out research and adaptation in

European countries.

Given its initial high costs, the NDRC has consifiiespoken out against Chinese coal-fired
plants, and SOEs, developing NZEC. The NDRC offc@ointed out that theNZEC will
produce very limited environmental benefit and emboth governments and SOEs very
heavy financial burdeti€. “NZEC had been frequently mentioned by the Eliciffs during
the 2008 China-EU CC bilateral dialogue” (EC 2009 a result, the NDRC officials also
suspected thatthe Europeans strongly advocating this costly teldgy to China were

largely driven by private firdsommercial interests in Chit&

NZEC is acknowledged by the EU as one of the mygsemrsive CC technologies to develop

and to adapt. Therefore, the EU has contributextad amount of EUR 50million up to 2012

67 Aka, Clean Coal Technology
68 Interviews with an official at NDRC , Beijing Auguz012
69 Interviews with officials at China Mission to tB&J, Brussels, November 2012
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to fund collaborating with China to jointly develdbe technology. According to archival
survey in the EU-China CC policy documents, the’sEfihancial assistance to China in
developing NZEC is the largest single amount thébllinas spent so far in contributing to
the ChinaEU CC partnership (EC, 2012a; Lee, 2012: 42). According to the Commission,

most parts the funds were from large Europeanytibmpanies, which would hope in later
years to participate in NZEC projects in China. Oalsmall proportion of the fund is from

the EU Climate Change and Trade Commissions.

Despite scepticism of NZEC by the NDRC, the MOS¥ tsmissed the NDRE suspicion
and proposed to the NCCCC to develop a few piladiss in the coal-mining rich Western
provinces. The MOST admitted the high initial castset up the technology, but contended
that“China would become one of the very few countriesawe NZEC, which would have a
longer term benefit for Chirm ever-growing energy consumption. Developing NZfgLild
also help China to win international scientific gitge and possible follow-up projects

n70

globally:

The reasons why the MOST was enthusiastically cagnpey for NZEC collaboration with
the EU are twofold. Firstly, the MOST has utiliSsSgZEC collaboration with Brussels as an
opportunity to challenge the NDRC authority over Chirla CC policy implementation.
NZEC is a scientific innovation and internationallaborative project. Projects related to
NZEC should belong to the competence of the MOSii¢chvcannot be eroded by the NDRC.
The MOST also has the responsibility to directlpae to the NCCCC without much

interference from the NDRC.

70 Interviews with an environmental expert at ChénAsademy of Science, who previously worked for MOBeijing
December 2012.
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Secondly, launching NZEC related projects can badb&t MOSTs financial power
enormously. Given a lavish budget from Brussels M@ST, as the Chinese institutional
partner, can manage to utilise the budget for NpEgjects as well as general administration
within the Ministry. The fund for developing NZECowld not only be drawn from the

Union, the Chinese government itself would alsaticbuate accordingly.

More importantly, the development of NZEC technasghas been endorsed in China
National Climate Change Programme in 2008 and Z03RC, 2007, Ibid: 2009f). This
endorsement has reflected the increasing poliirddlence of the MOST in China CC
policy making and implementation processes. Itdlas shown how the MOST managed to
exercise its limited competence to extend its impacfinal policy outcomes. Moreover, the
MOSTs role as an institutional partner for CHsanternational collaborations has also
helped it to become an important, if not formidalaletor in Chinag FP making. The MOS3
impact on China-EU relations has also been illtstraduring the China-EU solar panel

disputes, which will be discussed in the next secti
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Section 4.3: The importance of the Chinese centrglbvernmental
institutions in shaping China-EU collaboration on enewable energy

This section will shift the focus to the roles b&tChinese central governmental institutions
in determining China-EU renewable energy (RE) catation. As discussed in the previous
section, the Chinese government launched a sefigsolecy measures to mitigate the
detrimental effects of climate change. Similarlgpmpoting RE has also become one of key
long term development goals for China. In the vigwthe Chinese government, the EU is
considered as botha leading player of international climate changgime as well as a
global champion for renewable enetgyFalkner, 2012: 457). According to the Rolling
Working Plan of the China-EU Climate Change paghigr, collaboration on RE is a key area
of focus from both sides, and therefore Beijing &ndssels had shown great enthusiasms in

the early years of collaborations between 2007281d.

However, due to Ching unprecedented progress in developing RE techiesloGhina has

now shifted its position from a junior partner,@adormidable competitor in the RE sector. As
a result, a key area of collaboration has becomarea of contention and dispute in the light
of the recent Sino-EU solar panel dispute. Indé&ed, crucial to acknowledge that the solar
dispute has become a major obstacle to Sino-Eltlaole$a together with the Market Economy
Status and Arms Embargo issues. It is even moreoriigupt to be aware that their RE
collaboration and disputes are not insulated frbe dontinuous bureaucratic rifts amongst
institutions from both China and the EU. Such imsitbnal conflicts have worsened their

diplomatic relations.

Most academic literature and media reports paidhnaitention to the disputes itself without

184



seeking to explore the causes of these displtehis section will exclusively focus on
institutional conflicts from the Chinese side. Téneer growing numbers of players involved
in China RE policy making have certainly aggravathd disputes and undermined the

quality of collaboration.

Beyond this introduction, this section will dividieto two parts. The first part will offer a
snapshot of Chirla RE development and point out how ChsnBE development has been a
good foundation for Sino-EU collaboration. The setpart will feature two case studies to
disentangle the complexities between the decisiakem or the Party, and the bureaucratic
institutions, as well as conflicts amongst insidns. It seeks to analyse the key reasons why
the China-EU RE collaboration has been stagnateddd so, this section will use case
studies about China-EU collaboration on developoogl liquefaction technologies, and

China-EU solar panel disputes to illuminate thdysis

This thesis is drawing on the following two casedsts because firstly, both case studies
will reflect the participation of non-traditionabreign policy actors in shaping the overall
Sino-European relations. Secondly, both case sudikt exhibit the extent to which non-

conventional foreign policy actors solicit their mwexpertise to challenge the existing
authority of the traditional foreign policy actorBinally, both case studies will reflect

changes in focus of Chinese foreign policy, and ¢ktent to which these changes have
corresponded to the institutional shifts in theabak of power in the Chinese foreign policy

making process.

At the beginning of the Twentieth-First Centurye tichinese government had taken a

decisive step to fundamentally restructure its g@ngroduction and consumption over the

71 Refer to articles written by Jing Men (2014),dfinial Times (2013), People’s Daily and Reuter’s Riesp@012)
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next ten years. The newly published Twelfth-FivearéePlan in 2012 indicated Beijiisg
strong political will to continue its expansion Ghinds renewable sector. According to this
Plan, “the new installed renewable capacity wikale 160GW, including 61GW of hydro-
power, 70GW of wind power, 20GW of solar power &6l GW of biomass. The electricity
generation from renewable sources will account rfmre than 20% of total electricity
generation by 2015(State Council 2012). The proportion of renewaldastmption will
also significantly increase. By 2015, “the annuatawable energy consumption will reach
478million tons of Standard Coal Equivalents (TCEpresenting more than 9.5% of the
overall energy mix. Such a large scale renewabigpesgn has been driven by a combination

of domestic motives and foreign policy considenmagiaNDRC 2007; Ibid).

Under a carefully orchestrated renewable technologyvation campaign, the Chinese
renewable sector hdsaught-up rapidly since 2005. Most Chinese renewable manuifacs
have not only played a catch-up role, but more igmly have learnt to design their own
wind turbines and nuclear reactors. Chinese renlewadanufacturers have then become
strong competitors to their international partnewsio in the past used to offer outdated
technologies for technology transfers. The Chimaaaufacturers have enabled themselves to
produce technologically advanced and internatigngriced competitive renewable

equipments for export. For examplén Brazil, 90% of their wind turbines were imported

from China by 2010(Berger et al, 2012:5).

Such technologically advanced exports have pahiftesl Chinas export model from low
cost, low value-added products, to high value adsqubrts. This transformation has fitted
well into the Chinese leadershgplan to restructure the existing economic growtidel and

enabled China to move up the value chain. As dtrdbe RE sector has been continuously
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“highlighted as one of seven strategic industriesymarked to produce technology
innovatiorf (Reuter 2010). The Chinese leadership wishes tahgsBE boom to achieve an

industrial shift from“Made in Chin&to “Invented in China

In addition, the geographic feasibility of renewabhergy does not always meet the demand
side. Inland provinces such as Xinjiang, Tibet,einMongolia and Gansu are abundant in
renewable resources, such as solar and wind eneeyeloping renewable projects could
create economic incentives for local governmemtyrder to sustain economic growth and
secure local employments. However, as some stwiiggested, “coastal provinces which
need more electricity have to bear the high trassimin cost for renewable generated
electricity” (EC2 Report, 2012:26, Berger et. a@013: 5). This in turn has led grid
companies from coastal provinces to purchase da@gtrgenerated by coal. Until
transmission technologies are optimised, it id g8ty difficult to suggest how the inland

provinces could benefit from the renewable energy oonh.

The CCP has taken bold steps to promoting develofsme the RE sector. Numerous policy
measures and regulations have been introducedder do achieve the goals set by the
Renewable Energy Law and other stipulated polidit®swever, the developing renewable
sector involves both economic policy-making anestific policy measures amongst others.
Given RE policy-making is a relatively new terridior the Chinese government, some of
the policy measures has been rather inconsistehtami overlapping of responsibilities and
functions amongst various institutions. As refertedat the beginning of this thesis, the
phenomenon of bureaucratic politics, described gh&m Allison and Morton Halperin has
not limited its application to a particular poldicsystem.“Whilst the rules of game might

play out very differently in a democratically eledt government, the fundamental
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characteristics of bureaucratic competition remthe same regardless of the type of

government (Allison, 1968; Halperin 1974).

Analysing Ching RE policy making process and exploring the rél€linese institutions in
the Sino-EU collaboration can also apply to thedawucratic Politics Model. Developing the
renewable sector in China requires the Party t@ lsalstantial scientific expertise as well as
market knowledge. However, none of the current mamsbof the Politburo Standing
Committee possesses a good understanding of alterrenergy, even if most of them are
from physics or other science background. They Fways made decisions based on the
knowledge of scientists and the relevant bureasicfe a result, when it comes to delivering
a particular set of RE policy measures; this mixed nature of the RE sector has provided fertile

grounds for bureaucratic battles.

The best illustration for a bureaucratic battléhs roles the NDRC played in making and
implementing China overall RE energy policy. As stated in the prasisection, the NDRC
is the most powerful governmental institution init&ts climate change and energy policy-
making processes. It characterises various depatsnielding overlapping competencies.
For example, both the Climate Change Bureau antbiNdtEnergy Bureau are in charge of
carbon reduction policy in China (NEA, 2012). Th®RIC’s authority in those two policy
areas has not only been challenged by other equatigrtant ministries, but simultaneously,
its internal departmental conflicts have constrdifie capacity to act as the most important

actor within the policy making process.

The NDRC itself is a highly fragmented organisatibat includes a wide range of different

departments holding overlapping competencies akagehd number of internal units with a
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large degree of internal independence. In the feflIRE policy making, the NDRC has
particularly suffered from this fragmentation. Thss largely due to Chiris fragmented
energy policy governance. As many scholars infibld of research pointed oufThe Party
has never succeeded in establishing a Ministry érgy to coordinate Chife energy
production and consumption. There have been canstanflicts arising between the central
governmental institutions and the national oil camps, both of which have had the same
political ranking within the Party(Cornad, 2010, Downs, 2006, Garrison, 2009). Thé&iBD
has therefore never managed to integrate the emelaied departments or control the three

major oil giants, i.e. CNPC, CNOOC and Sinopec.

Instead, the State Council established the NatiEnairgy Bureau (NEB/NEAJ during the
2003 reshuffle, which is “a vice-ministerial bodythvover 100 personnel and acts almost
entirely independent from the NDRCcompetency(NEA 2012; Caijing Magazine, 2008b).
The State Council has also never explicitly defitteglfunction of NEA within the NDRC. In
principle, tackling climate change and developing &hould go hand in hand under the
overarching authority of the NDRC. However, accogdio recent policy engagements on
several different issues, “the semi-independent Nt8& not always corresponded to the

policy agenda issued by the NDRC” (Caijing, 2008bhas always resented the NDRC

attempts to undermine its authority of regulatingr@s energy production.

For example, the “NEA has always been at odds thithNDRC when they come to deciding
China’s diesel price”(Caijing, 2008a)s a result, the NEA has always overridden the
NDRC's authority as chief-policy maker and implementaaybwithin Chinds energy policy

making process. On several occasions, the NEAredsts policy proposals went beyond

72 Re-named at National Energy Administration ia 20

189



the NDRCS supervision to be finally adopted by the Stateir@d. Its clashes with the
NDRC have not only created intense bureaucratidlictsy but also projected a negative

impact on China-EU renewable collaboration.

1. China-EU collaboration on Coal Liquefaction Progct

The best example to illustrate how the NEA manatgedverride, and shape Chiga
renewable policy is the China-EU joint developmeihtcoal to oif' (aka. Coal liquefaction)
technology. This example has also revealed thataduaratic conflicts could trigger the

slowing of progress in China-EU RE collaboration.

Given Chin& abundant resources of coal, “Beijing initiallycoied to utilise its large

number of coal mines in its Western provinces ttraex coal and turn this into crude oil
(Caijing, 2008c)”. This particular technology wasvénted in the UK and required both
sophisticated machinery and precise operation tchreoptimum results. Under the
Memorandum of Understanding (MOU) of the China-Edstpership on climate change and
renewable energy, providing technical assistanceklean coal and coal to oil was one of
the key areas that the EU very much wanted to ptemaChina” (EC 2005). The NDRC had
issued a specific set of policy guidance to inviEeropean companies to establish
partnerships with Chinese utility SOEs (NDRC, 200@wnth Beijing and Brussels believed
that collaboration on developing coal liquefacttenhnology could be a flagship programme

to induce further cooperation in the field of REHerology.

Based on my previous consulting experience, | diseed that the NDRC chose the China
Shenhua Group, one of China largest coal mining S@d carry out a pilot study on this

technology with British Petroleum (BP). Both theil@se and British had invested extensive
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amounts of financial capital and personnel on fllaigship project located in the province of
Inner Mongolia in mid-2008. BP had provided almaBtthe technical assistances it could
offer within the project. And its Chinese partn@henhua, enjoyed the political advantage of
being chosen as the front-runner for this particgeoject. The project went smoothly,
without any technical and safety hazard, and wasitabo be introduced to other utility
companies in China. The State Council even begaprépare to issue special policy
guidance orfCarrying Coal Liquefaction in Northwest Provintgsojects under the advice,

and in consultation with, the NDRE

However, as suggested by a few interviewees atiiaeGroup, “the NEA resented that the
NDRC has taken overall responsibility and acquitké financial resources of coal
liquefaction projects™. As a result, some of senior members at the NEA wfeviously
worked in the coal mining industry spoke out thia¢ ttoal liquefaction technology was
neither environmentally friendly nor economicallaime. The core resource for supporting
coal liquefaction technology is water. Paradoxicathost coal-mining rich provinces in
China had suffered droughts over a very long peoiotime. Those provinces would not be
able to supply the large quantities of water totansthe process. “The whole coal
liquefaction process required 3-5 tons of coal tego produce one ton of oil, which is not
exactly environmentally friendly®. After intensive discussions among the variousvaht
governmental departments, the State Council finatlgpted the NEA policy proposal by
“calling for a major overhaul of new coal liquefact projects and suspending the existing
projects at the Shen Hua Group in early August82Q@aijing, 2008c; Xinhua August,

2012b).

73 Corporate Consulting Interviews with BP and Sher@Grgaup, April 2009
74 \bid
75 Interviews with a member of BP coal liquefactpynject team, London 2010
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As a result, both the Shen Hua Group and BP sufferanajor capital loss through the
ceasing of the coal liquefaction project. BP haéreattempted to pursue a legal action
against its Chinese partner. However, losing thm&e energy market would bring severe if
not detrimental damage to BRylobal business plan. Since then, BP has decaidet invest

in the Chinese coal mining or renewable sector,raovd has turned its focus exclusively onto

the oil and refinery industries instead.

This example illustrates how internal bureaucrdimttles could alter the final policy
outcomes, and therefore created a strong senseafhgistency in the Chinese RE policy-
making process. BP short-lived collaboration has offered a strorgnal to other potential
European partners, either governmental or corparaés. Most European companies have
suggested that “cooperating with China was a pumzdgping adventure, rather than a
smooth business operatidf"This was largely due to the Europeans being caufiby who

is the final decision maker, and to what extent @enese governmental institutions can
reverse the decisions or policies that have alrdsn endorsed by the Party or the State
Council. Europeans were puzzled as to whether tre) collaborated with the Chinese
governmental institutions, or with the Chinese SCEsch policy inconsistency was caused
by bureaucratic rift, which in turn has undermirtied potential of Chiria collaboration with

the Union.

2. China-EU Solar Panel Dispute and Negotiations
As argued above, the overhaul of the coal liquedacprojects was a result of an intra-
departmental conflict within the NDRC, which hasight very damaging impacts to the

prospect of China-EU RE collaboration. The recenb$U solar panel trade dispute has

76 Interview with Joerg Wuttke, China RepresentadfVBASF
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even further worsened the potential for collaboratiThis particular dispute has become one
of stumbling blocks to overall Sino-EU relationssisl crucial to acknowledge and understand
that the lingering Euro sovereign debt crisis iSraportant cause of the dispute. The media
and think tanks from both China and the EU havereft detailed analyses on the economic
and business sides of the damages. The verticaiahvbetween the EU Trade Commission
and the Member states has also been widely exmosdiscussed, whereas little focus has

been given to the political side of the disputedaghe Chinese policy making apparatus.

This part of the section will discuss two aspectthe dispute which have been under-studied
by current policy analyses. Firstly, based on savieterviews | conducted in the past few
months, this thesis will argue that the solar palisgbute marks an important shift of Chma
or the Partis, strategy towards the EU. The Chinese governimastplayed “a divide and
rule” game between the Commission and the MS wheomes to engaging with the Union.
Beijing had engaged with both Brussels and the Mtfbilsaneously until late 2008. However,
since 2009 the Chinese government has exhibitedndetcy of marginalising the EU
institutions, and instead sought to explore grea@mmercial and political ties with

individual MS.

Secondly, various Chinese institutions seized ghEodunity in dealing with the trade dispute
either to restore their bureaucratic status or Xterel their influence within the Chinese
foreign policy making process. An intra-departmetanflict, as described previously, has

been transformed into an inter-departmental corpeti

As referred to in Chapters Two and Three, the Glargpvernment, or the Party leadership,

has always been puzzled by the EU aSua Generisentity. As a Chinese scholar asserts,
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“Beijing has never felt at ease when it only engageth the EU institutions (Chen&
Armstrong, 2010: 135)". Therefore, the Chinese auties have learnt to interact with the
EU and the MS simultaneously from an early stagtheir so-called'strategic partnership
During the past eleven years, the Chinese governhes witnessed Brusselmability to
resolve both domestic challenges, and its failarextend its influence globally. As a result,
China has begun to give a much strong emphasisltwating greater bilateral relations with

the major MS.

The EU institutions, especially the Commission,lised that it has been sidelined and
ignored by the Chinese authorities. This was itatst by Beijin¢s refusals to attend most of
the Commissiots meeting requests Meanwhile, the current Trade Commissioner Kaeel d
Gucht has been very vociferous in his criticisms Gifina on an array of trade and
investments related issues. In order to draw the&3le authoritys attentions back to the EU
Commission, “De Gucht himself launched a flurrytraide investigations against China when
he became the Trade Commissioner in 2009, suclm antadumping investigation against
Chinese telecom manufacturers, and an anti-sulsa@dise against Chinese high-end paper
manufacturers” (Southern Weekly, 2013). Most of medecessors had only opened cases

under the requests of targeted European manufagture

Unlike his predecessors, De Gucht initiated thesse gnvestigations from the Commission
and then collected evidence from individual manufers. “The Chinese government was
furious by De Gucht’s series of investigations a@inerefore declined to communicate with
the Commission even furthefInstead, the Chinese government under both Weésadiand

Li Kegiang have stressed the importance of soutadedpal relations with the MS and paid

77 Interviews with members at DG Trade in Brussels
78 Interviews with two members of DG Trade, Brusd&dsember 2012
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frequent visits to various European capitals.

According to the observation by some Chinese seciolboth of them have strengthened and
revived commercial ties with “oldMS such as Germany and France, and harnessed good
relations with Southern and Eastern “NewlS” (Liu,2013; Xu,2014). The Chinese
authorities has also understood that the final si@es on whether to imposes retributive
duties to potential recipients has to be decide®@bwlified Majority Voting within the EU.
Surely, the more MS that have sound economic tis @hina, the less likely the MS would
jeopardise their companiesommercial interests in the Middle Kingdom by vgtiagainst

the Chinese solar panel exports.

In the case of the Sino-EU solar panel dispute@eht failed to convince most MS which
have had a well-developed and matured solar ers¥gipr to impose retributive duties on
China. In particular, Germany as the front runnemworld solar energy has opposed the
investigation as well as imposing retributive dsitids one world trade expert suggested,
“The German government and the EU Commission afpdae doing their best to undercut
the EUs ability to wield international influence” (De Jpneres, 2012). De Gucht's
initiatives and the German opposition have becomealmost open invitation to let China
practice “divide and rule” tactics further. Thesevastigations have hardly restored the
Commission’s status as the EU’s “chief executiVé3r the EUs China strategy. Failure for
such an investigation has further encouraged Cioimaarginalise the Commission, if not the

EU institutions as a whole.

Unlike previous Sino-EU trade dispute, the top €b@leaders have put a strong emphasis

79 Opinions from members at DG Trade, Brussels Nbesrd012
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on tackling the solar panel dispute. According mtgiiviews in Beijing, the Small Leading
Group for External Affairs held two meetings betwetily 2012 and December 2012 to
specifically discuss the dispute and possible swist As indicated in interviews, “it has
been extremely rare for the Small Leading Grouméet so frequently in such a short period

of time"®°

. As both my interviewees and a media report pdiotgt, “the solar panel case had
temporarily become one of the highest priorities Ghinese foreign policy, alongside
territorial disputes, because the imposition oétaibbutive duty would jeopardise the survival
of the Chinese solar energy sector, which in tuauld/ cut over 400,000 job opportunities”
(China’s First Financial Daily, 20138) The second aspect of the dispute | will explsrthe

roles that the Chinese central governmental irigiita have played before, as well as their

participation during the dispute negotiations.

In theory, trade disputes and China-EU relatiorsukhbe dealt by the MOFCOM and the
MFA respectively. However, given the emphasis fithiem Party leadership and the nature of
the dispute, a number of institutions have ineWtdlecome involved in disputes negotiations
and policy formation. Some of the agencies or nuieis are formally located within

Beijing's FP making process whereas others are not. Twee€diinstitutions have used the
solar panel case to restore, or to strengthent tagacities as two of the most important

actors in China-EU relations, namely, the MOFCOM #re MOST.

The MOFCOM has long been the “chief negotiatorCéiina’s trade related issues and chief
executive of China’s foreign economic policy. Howgun the past five years, the importance
of the MOFCOM has significantly declined. The causéits decline in power are twofold.

First and foremost, the Chinese economy has grgdtrahsformed from an exogenous-

80 Interviews from those who participated in meggimwithin the Small Leading Group, Jan 2013
81 Interviews with members at MOFCOM Dec 2012, Pidélnemployment numbers are confirmed by mediere
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oriented one to an endogenous growth model. Infiteefive years of the 2T Century,
China became a member of the WTO and used its ettpde volume expansion to boost the
economy. The MOFCOM had played a critical part imeventing China from “being
constrained by the relevant international tradaties and greatly promoted Chigaole as a

World Factory’(The Lawyer, 2013).

However, after the 2008 Global Financial Crisisge tlexternal demand has shrunk
dramatically. China could no longer rely on prodggclow value-added manufacture goods
alone to sustain its economic growth. Its expoftnee had fallen drastically after 2008. The
Party Leadership had initiated and endorsed a RNBlidn stimulus package, which mainly
“concentrated on domestic infrastructure investmeaatmaintain the national employment
rate” (Bloomberg, 2008). Correspondingly, the M@ was lowered to a rather
embarrassing status as it had little involvementhi domestic economic stimulus. Despite
increasing numbers of trade disputes with the U& the EU, none of these disputes were
seen as important as rejuvenating the domesticoaeprin the wake of the global financial

crisis. The MOFCOM had been temporarily marginalise

The second reason was more on a personal levelfofimer Minister of the MOFCOM, Bo
Xilai, now a disgraced Chinese politician, was r@rgg character who had tried his best to
elevate and extend the MOFCQMnfluence within the overall Chinese FP makingcpss
during his tenure. For example, he insisted on ikgepternational economic assistance
within the MOFCOM rather than establishing a newistiry of International Developméhit
. After his departure, his successors have had regshambition and personal capacity to

reinforce the MOFCOR4 political status. As a result, MOFCOM has onlgdiae one of the

82 Interviews with staff members at MFA, Beijing Aig 2012
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many ministries amongst others, rather than ahggalctor in Chinese FP.

The Sino-EU solar panel case offered the MOFCOMnigue opportunity to re-gain its
bureaucratic importance. This is because “the Ragdership wants to resolve the disputes
as soon as possible” (China First Financial Da2@13a). The MOFCOM has therefore
naturally harnessed its own expertises in inteonali trade negotiation and previous
experiences in dealing with the EU Commission. ®csd, the MOFCOM has established a
special team consisting of international trade espé&uropean Law specialists and veteran
trade negotiators to formulate possible solutionsttte dispute¥’ (MOFCOM, 2012a).
Meanwhile, the MOFCOM has kept in close communaratvith Chinese major solar panel
companies, such as Suntech, Yingli and Trina,\testgate the prices Chinese manufacturers
offer in the EU market and their sales volume inheS*. The MOFCOM has used this
opportunity to establish itself as the central pltagf settling disputes both inside the Chinese

FP making process and externally to the rest owibidd.

The author conducted archival survey to all pulgliisdocuments from MOFCOM related to
the Sino-European solar panel dispute. After rewigwall related documents, the author
discovered that the MOFCOM has kept the State dband the Premier himself updated on
a weekly basis regarding the progress of negotigtimternally. In order to prevent
competition from other ministries, the MOFCOM sotughpport from the State Council and
asked the Premier “whether the MOFCOM could be ¢hef negotiator of the dispute
settlements amongst various equal politically rankeinistries™. “The State Council

endorsed the MOFCOM’s request and offered the atyhaf coordination to the

MOFCOM” (MOFCOM, 2012b). As a result, the MOFCOM maged to by-pass the NDRC,

83 Interviews with members of MOFCOM, Beijing Decemb@l12
84 Confirmed by interviews with the Head of Governirieelations at Trina Solar, Zurich, 2013
85 Interviews with Ministerial Conusellor Commerdzdnsulate of Chinese Embassy to the UK, January 2013
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which is the chief player in making ChisaRE policy. The MOFCOM has indeed utilised its
expertise and experience to expand its autonomyirdhebnce, when it deals with the EU

Commission on solar panel disputes.

Externally, the MOFCOM has also successfully madagemarginalise the MFA during the
Solar panel disputes settlements. The MOFCOM hdateg the progress of the negotiations
through its press office and spokesperson on a lywdxsis between September 2012 and
January 2013 whereas the other ministries involvade not done sGMOFCOM, 2012b;
Ibid, September 2012). The MOFCdpress conference arrangements signal its sutctess
side-lining the MFA during the disputes settlemeriiee MFAs press conference should
have been the most important one in regards to&hiexternal affairs, regardless of the
nature of the subject. However, despite the palitimportance of the solar panel case, the
MFA press conference has rarely mentioned solaelpdisputes and its related negotiation

progress.

According to my archival survey, the MOFCOM and M&A had held 8 and 20 press
conferences respectively between September andiibere2012. The MOFCOM mentioned
and updated news of the solar panel disputes Zstout of its 8 press conferences. Whereas
the MFA had merely mentioned the dispute 5 timesnaking the same statements as the
MOFCOM had mad®. By calculating those numbers, one can conclbdethe MOFCOM
has managed very well to maintain its status aschiref negotiator and coordinator of the

dispute from China’s side.

Consequently, the MOFCOM has successfully manageddtore its bureaucratic status as

86 Survey made under the assistance of a memb#fAatPress Office
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the chief player in Chinese foreign economic polieymation and implementation. Surely,
the MOFCOM, like any other players in the game afelaucratic conflicts, viewed the
institutional competition with the MFA as a zerassugame. It had tried its best to
marginalise the MFA involvement in solar panel disputes even thrahghMFA is also well

equipped, with a substantial number of internatitreaty experts and veteran negotiators.

More impressively, the MOFCOM had prevailed in twérs with the NDRC during the
disputes. As stated extensively in earlier disarsson the role of the NDRC, it is the single
most important and powerful institutions in thelmeaf Chinds environment and energy
policies. Most documents related to the Sino-EUabarations were signed by the head of
the NDRC(NDRC 2011; Ibid, 2012; Ibid, 2014). However, the NDRC has played only a
minor role in settling the Sino-EU solar panel ditgp According to a professional consulting
service firms data, NDRG failure is mainly due to the fact that “the NDR&s become a
victim of its own success through implementatiorinaf 4 trillion stimulus package” (Roland

Berger, 2009).

The MOFCOM accused the NDRC of being “the creafathe solar panel disputé€” The

NDRC let the scale of Chinese solar panel prodoctexpand enormously without
considering the actual consumer demand from botbhima and abroad. The NDRCsolar

energy sector expansion plan was simply designadptement part of the stimulus package.
According to the “Regulation of Implementation Stios Package”, both central and
provincial government should give priority to thexaeining and endorsing of the
development of renewable energy, including: sol@nd, nuclear, hydro and biomass.

Following this regulation, the NDRC and provincigbvernments had encouraged the

87 Interviews with a staff member at MOFCOM
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expansion of renewable energy equipment producighout any financial requirement

attached to manufacturers.

Between 2008 and 2011, the Chinese solar paneriesttad PV production had jumped from
“0.8GW” to “3.2GW” (IEA 2012). Provinces such asadgsu, Zhejiang and Jiangxi, are the
sites of 90% of the production capacity of Chinaalar panel. These provinces have

embraced the NDRC'’s plan without any hesitation.

However, one of key bottlenecks for Chmaenewable energy usage is the capability and
transmissions of electricity to the national eliety grid. As observed by industrial experts,
“85% of renewable energy produced cannot be tratemniwith the current electricity
network” (Li&Shi, 2010: 3). Consequentially, the renewabigiipment producers including
solar panels manufacturers had to slash their ptogrtces to export them to European
countries and other global destinations. Given suldw price, the EU Commission has good
reason to accuse the Chinese government of offatihgidies. Brussels also believed that
Chinese manufacturers dumped their products toordisthe market. The NDRE
implementation to the stimulus package without aering the actual demand and supply
offered the MOFCOM enough reasons to persuade tidte Souncil to insulate the NDRC
from the solar panel disputes negotiations. The BDRs only become a scapegoat to an ill-

constructed and implemented stimulus package.tBatMOFCOM has therefore prevailed.

The other institution that has emerged as a moneegdal bureaucratic actor during the solar
panel dispute is the MOST. Unlike the MOFCOM asoaventional FP actor in China, the
MOST is not formally established within the Chinég®2 making process. In recent years, the

growing significance of climate diplomacy has eeabthe MOST to extend its political
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influence into the realm of Beijing FP making. The high profile solar panel dispuds h
further encouraged the MOSTparticipation in resolving the disputes. As a&sce-oriented
organisation, the MOST carries the ultimate autiiaon interpreting climate change and the

feasibility of renewable energy.

In the context of Sino-EU solar panel dispute niegons, the MOST plays a role in
interpreting the patent of Chinese solar panel pectsland explaining the relevance of the
newly ratified Renewable Energy Law to the EU Cossian. More importantly, since 2009
the MOST has drafted and implemented tNational Innovation Product Catalogud he
Catalogue has deliberately set up a very high nankey barrier to prevent more European
companies competing with Chinese manufacturers. rEmewable sector is one of key

sectors which the MOST has tried to include morsn&de products in the Catalogue.

As argued previously, part of the reasons why tded®mmission has vociferously criticised
Chinds solar panel industry is because of the govermmhenisidies offered and because
Chinese solar panel products are included in thal@e. The MOST is the key institution
to select which products can be included in thaldgtie and which enterprises deserve to be
subsidised. Therefore, the MOST has emerged asi@tinstitution that Brussels has to
communicate with during the solar panel disputeotiagjons. The MOFCOM is able to
negotiate with the Europeans in terms of pricesexmbrt volumes of solar panels. However,
the MOFCOM could not give evidence on which tecbhg@s those Chinese manufacturers
adopted to produce those panels. It cannot answekdy question for the EU Commission
on whether the products made from such a partidelginology have violated intellectual
property rights of other European companies. “Th@S¥ had collected such evidence and

reported directly to Premier Wen Jiabao on theetarof panel manufacturing technologies
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used in October 201%.

As a result, the Small Leading Group for Externfibis requested that the Vice Minister of
the MOST become the deputy chief of the solar pdisgutes negotiation team. The Small
Leading Group also asked the MOST to collect ewidefiom the top fifteen solar panel
manufacturers in China, including: which technolag enterprise has used to produce the
panels and where is the origin of this technolddye MOST's investigation has found that
companies such as Suntech, Yingli and LDK, thetkmpe Chinese solar manufacturers that
also ranked in top five globally, have all usedrtloevn technologies and own the patents of
their self-invented technologies. As an industeigbert asserted, “The MOST has concluded
that the EU Commission’s accusation is invalicl$o justified the products from those large
Chinese solar panel manufacturers and suggestethéyaare of a good quality, durable and

far more economically viable than the European petsf™.

The MOST involvement in solar panel negotiation has causeathmdiscomfort in the
MOFCOM, and possibly even in the NDRC. Both ingittns have long claimed their
institutional status in Chinatrade and economic policy-making. However, thieineaof the
renewable sector and the highly politicised sosechas intricately involved both science
and politics. The Party would prefer to use scieasea strong evidence to back ‘&elf-
innovatiof campaign domestically and “a responsible partidipari the international
climate change regime. The MOST has placed itaddf uinique and advantageous position to
interpret science through the standpoint of thetyPheadership. During the solar panel
dispute negotiations, the MOST was asked to bedbmenhief institution to collaborate with

the EU on “Sustainable Urbanisation”, an area inictvhthe newly formed Standing

88 Interviews with a renewable expert at Chinesed@nay of Science Dec 2012
89 Ibid
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Committee of the Politburo of the CCP has been Jagn to develop. Such a request
illustrates the increasing importance of the MOSTad&P actor in shaping overall China-EU

relations.

Meanwhile, the EU Commission has invited the MO8 Establish a joint “China-EU Clean
Energy Centre” to co-develop cutting edged renewvabthnologies (EC2, Introduction).
Such an invitation has indicated that Brusselsnoas realised that the MOST has become an
indispensable institutional player in determinihg pverall China-EU RE Collaboration. The
EU Commission needs to pay greater attention t0M®&T. This in turn will strengthen the

MOST's status as a newly emerging FP actor in Chinenory years to come.
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Conclusion for Chapter Four:

In conclusion, this chapter has assessed the wilgbhe Chinese central governmental
institutions in determining the Sino-EU collabooas on Climate Change and Renewable
Energy. It has extensively investigated two impatrtpairs of relationships identified in
Chapter One, namely, the relations between theyPand the central governmental

institutions and the relations amongst central govental agencies.

It concludes that the governmental institutionsehagt formed submissive relations with the
Party as one might traditionally perceive. Theilatiens deserve to have more nuanced
analysis. Rather, the Party has created the itistitias well as assigned certain amount of
authority and financial power in order to pursue tRartys priorities. Institutions have

managed to utilise their expertise to push forrttesired policy outcomes. In doing so, some
of those institutions have reinforced their bureatic status and gained greater financial
resources while others have failed the game. T® gktent, this chapter have analysed the
pervasive bureaucratic conflicts and bargainingc@ss amongst central agencies that

participate in Chinia climate and energy policy making.

This chapter concludes that the pandemic instibalicompetitions in Beijing are one of

major reasons why the Sino-EU collaborations hateprogressed at a very fast pace. These
intense bureaucratic rifts have caused policy is=tancies from the Chinese side when they
have collaborated with the EU. ChisaCopenhagen fiasco and its overhaul to the coal

liguefaction technology project are two good exaspl

This chapter also concludes that major changesmedtic politics will certainly trigger a

greater foreign policy shift in Chifeexternal affairs. The Sino-EU solar panel dismate
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be viewed as one of the natural consequences ohad8hnational renewable energy

developments campaign.

Surely, given the importance of the corporate sect@romoting renewable energy, a study
of China-EU collaborations on CC and RE cannotdraplete without examining the role of
Chinese companies in determining the collaboratiéually, increasing involvement in
shaping Belijin¢s foreign policy has made the Chinese companiesnbe@ formidable and
indispensable group of actors. The next chaptdrthérefore discuss the roles of Chinese

companies in shaping the Sino-EU collaborations.
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Chapter Five: the Powerful, and the Vulnerable Fewthe Role of Chinese
companies in shaping China-EU collaborations in Reswable Energy

Introduction:

Following the similar pattern as the previous ckaphis chapter aims to provide an in-depth
analysis of China-EU collaborations in RenewablerGyn The analytical unit of this thesis
has now shifted from a narrow focus on central govental institutions to a broader focus
which includes Chinese companies. The Chinese coiepa this chapter include those
which are directly owned by the state and the Pagsnely the State Owned Enterprises
(SOEs) and those which are directly influenced g/hibt necessarily being owned by the
state. Given the Chinese SOESs’ unique charactesjstiis of vital importance to analyse the
relations between the Party as the ultimate decisiaker, and SOEs as policy executors.
Therefore, this chapter attempts to disentangledlaions between Chinese SOEs and the
Party, as well as their ties with central governtakmstitutions, when they come to deciding

collaborative projects with the EU.

Also, this chapter will make a nuanced analysish@roles of other non-state owned
renewable energy companies in determining Chinaz@laborations. The current literature
on Sino-European relations have rarely observedhaatysed how these companies

determine China-EU relations.

This chapter will be divided into three sectiore first, short, section will be devoted to
analysis of the relations amongst the Party, thEsS&nhd the relevant central governmental
institutions. The second section will analyse thle of powerful SOEs in determining
China’s renewable policy making, and the SOEsatmrations with the EU. The third, and

final, section will offer detailed examinations the relations between non-state owned
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companies and provincial governments in determi&img-European collaboration and ever

more intense competition.

There is no shortage of studies on how powerful SBdve successfully managed to
influence foreign policy making in China, and itcertainly the case that powerful SOEs
have evolved into formidable vested interest grabps determine China’s domestic politics
and external affairs. Most of the current reseantithe roles of Chinese SOEs in shaping
Chinese foreign policy (FP) focus on the traditidoasil fuels sector, while so far little has
been written on how Chinese SOEs are respondiBgifong’s overall climate change policy
and renewable energy (RE) campaign. Thereforectiapter intends to fill the literature gap
by examining the role of powerful SOEs in shapingrall China-EU collaborations on RE.
Developing RE and curbing climate change are paolfitiatives where high politics and
scientific innovation have inevitably intertwinedhinese SOEs are located in an unusual
position, both delivering Beijing’s policy as welé seeking innovations to maximise their

profits.

As demonstrated in an earlier chapter, the relaliggs between the Party and the SOEs are
not simply top-down relations. Although still sutjéo Party control, SOEs have become
more autonomous and influential under China’s enooseforms of the past thirty or so
years. Most bargains between SOEs and the cewalgment institutions are lengthy and
complex processes where some SOEs have becomersyimindst others have made grave
financial and political losses. This chapter aimglentify who the winners are, and why the
others are the losers in the bargaining process.chapter will draw case studies from
China’s recent boom in the civil nuclear sector,@DLC’s recent development of bio-fuels

with BP, and its failure to collaborate with theridsh company VESTAS in offshore wind
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energy, to test the hypothesis of the thesisThat the outcome of China-EU collaborations
on CC and RE is determined by their multilateralreand the involvement of a diverse

range of actors.

A significant difference between RE and fossil fuséctor is that RE lies outside of the
traditional SOE sphere of Chinese economic entpAnd also the nature of the RE sector
does not involve geo-political and military secyicbncerns. Instead, it is driven primarily
by technology innovations, there is sufficient rofmnsome innovative, and non-state
owned, Chinese companies to participate in colkibeg projects with the EU. However,
their collaborations have mostly turned into contjmet, and bitter spats, with their European
counterparts. It is therefore of vital importanceatso examine the role of non-state owned
enterprises in shaping Sino-European collaborgarenerships. In particular, the complex
relationships between those enterprises and thgpective provincial governments deserve
more nuanced analysis when one considers the lgckdthe Sino-European solar panel

dispute.

According to this thesis's reseafeidings; it was the provincial governments’ political
decisions to curb solar panel prices which triggehe solar trade dispute between Beijing
and Brussels. These companies became the policytexs of the provincial authority even
if they knew such practice would have a detrimemtglact upon their business activities.
However, they have far less political capital tgaotgate with the provincial authorities when
the non-state owned companies are intending tacqaate in a national campaign of
renewable energy, and are therefore likely to #ltbe provincial governments’ political
decisions more closely. They are also treated psritant sources of provincial GDP growth

and taxation by their respective local authorities.
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Provincial governments have always been keen teldpvamicable, yet authoritative,
relationships with these enterprises which opesg@n their provincial borders. On the one
hand, provincial governments need to have the Giahcontributions from private
enterprises to fulfil the plans of the central goweent. On the other hand, provincial
governments have the ultimate authority to endpra&te enterprise’s domestic operations
and overseas expansion. Private companies hawfdheadopted semi-submissive relations

in respect to their provincial governments.

In light of the above, this chapter will address #@volving relationships between the Party
and the SOEs, the intricate set of ties betweesébeningly powerful SOEs and the central
bureaucracies, and the complex bargaining betweprovincial government and those non

state owned enterprises in the RE sector, toliedtypothesis of this thesis.
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Section 5.1 Chinese Companies and their relationsithy the Party and the
governmental institutions

This section aims to explain the relationship betmv€hinese companies and the Party state.
As established in the introduction, Chinese comgsnn particular the SOEs have an
unusual structural characteristic with a combirmatb corporate organisation and
governmental ministry. Their relations with the tyand the central governmental apparatus
have not now always a submissive one. In recemisyéarge Chinese SOEs, in particular
energy and utility companies, have had subsididise=d on foreign stock exchanges, and
with an eye on the pursuit of profits, their cogerinterests do not always coincide with
those of the Party-state. As a result, bargaingtwéen the central governmental institutions

and the SOEs has been a frequent occurrence.

As a scholar nicely summarised, there are two tgpésrgain taking place between the
central governmental institutions and the SOEsnptelg a bargain over redistribution and a
bargain over planning” (Naughton, 1992: 268). Tgriscess of bargaining does not only
operate between SOE's and the central governm&ittutrons, but also extends to other
types of Chinese companies’ relations with theestBlhese other companies, although not
directly owned by the state, still play a cruciaerby participating in collaborations with the
EU, and these companies engage in similar bargpaghvities with their provincial
governments. The current literature on China-Edtr@hs and overall Chinese foreign policy
has so far ignored those non-stated owned compaaigipation in China’s external

affairs, which this thesis intends to rectify. Bsing a case study, this thesis will demonstrate
the extent to which non-state owed companies’ mssimctivities and their relationships with

the provincial authority generated a significanpaat upon China’s relations with the EU.
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This section will explore the bargaining procedses two perspectives:irstly, this section

will examine the redistribution bargain where iaigrons take place between a superior and
their subordinate. There are two pairs of the Jopers-v-vis the subordinate relationships
which will be examined: 1) between the Party, the central institutions and the SOEs; 2)

between the provincial authority and non-state @v@kinese companies. Secondly and
equally mportant, this section will draw on what Nina Halpealled the “competitive
persuasion” model to explain the relations betwbese companies and the ultimate decision
maker (Halpern, 1992: 126). This section will layamalytical framework for the following

two sections.

Literature on the Chinese SOESs’ relations withdéetral governmental ministries and the
Party has recently gained great popularity in takel fof China studies. A number of scholars
have argued that conflicts between the SOEs amdsilngeriors, such as the Party and the
central ministries are pervasive, and trigger sepalicy dis-coordination both in domestic
politics and external affairs (Downs, 2Q0@rrison, 2009; Jakobson&Knox, 2010, Lampton,

2001).

It is important to distinguish the SOESs’ relatiamish the Party to those with the central
ministries. The former is a rather submissive retethip as the Party has power and
authority over the central ministries in terms efspnnel appointments and resource
distribution. As some scholars observed, the ladtiationship is less submissive, for while
the central ministries have the power to regula¢eSOES’ activities, “their regulatory power
has often been undermined due to the SOES’ enoroapagity to alter policy outcomes”
(Brodsgaard 2012: 625). This is because the SQEB bf/-pass the governmental

institutions to communicate directly with the StangdCommittee members of the CCP
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politburo (SCP). Some SOEs and central governmerdatutions share the same
bureaucratic ranking within the CCP. Also, SOEs\dbalways follow the decisions that are
made by relevant ministries. Rather, the SOEs theagjovernment institutions as their
intermediary to express their preferences or aikilalies when seeking to influence the

Party.

In recent years, the CCP has established a regulfatmnework designed to set the
parameters for the economic activities of SOEsnHwere importantly in terms of authority
and power relations, as indicated by a few schaker<CCP controls the appointment of
CEOs and the Party secretaries of the most impd®@irs, such as CNPC, CNOOC, China
Telecom and CGNPC (Ibid; Li, 2009: 20; Rosen and Hanemann, 2009: 6). The CCP appoints

the heads of those SOEs through two regulatorygso@ne of these is handled solely by the
Central Department of Organisation (CDO); the other involves recommendations by the State
Owned Assets Supervision and Administration ComimmstSASAC). The CCP does pay
great attention to the CDQO'’s assessments of cguaisonnel, but also uses the latter as a

complement to the former.

Unlike in the conventional understanding, “the SASdAoes not hold a decisive position in
the appointment of the heads of those most impp8@&ts” according to SASAC’s own
functional description (SASAC website). Instead (3Hrom those SOEs that | mentioned
above (and not only those, there are 53 in total)@irectly appointed and assessed by the
Party” (Ibid; Brodsgaard 2012: 625). These CEOs have ministerial or vice-miniatetatus
and, in terms of rank, are equal to State Counicilsters and most provincial governtts

Within the Chinese political system, political ramdgis the ultimate benchmark for selecting

90 For detailed discussions, please refer to Braidg@012) and Li(2009)
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personnel. It is a system where one’s personalctigpta fulfil the task becomes far less
important than one’s political rank. To this extesrte can argue that “certain commercial
decisions made by the SOEs are mostly dependemhether the CEOs of the enterprises
either want to improve their assessment results fite CDO or wish to enhance their
bureaucratic positions®. This view is also echoed by some other schels suggest that
successful commercial decisions and outcomes i@t €EOs a chance to improve their
political ranking within the Party as well as thad&aucratic status of the whole company in

the government apparatus”’(Rosen and Haneman, 2009:

As China has experienced more than thirty yeaessohomic reform, a process of
decentralisation has taken place across every aspis national economy. This process of
decentralisation has become a double-edged swaorthé&one hand, both the governmental
departments and enterprises have accumulated teesey skills and improved professional
experience by operating in a market economy. Omther hand, the governmental

institutions and the companies are locked intooterilengthy bargaining scenarios which
were outlined in the introductory chapter of thedils. On some occasions, the interests of the
governmental institutions are in direct contragiose of the companies. Bargaining

amongst relevant stakeholders takes place dursgdhcy formulation and execution

process, and here this thesis draws on Barry Nan@ghtategorisation, namely the

“redistribution bargain” and the “plan bargain” (\ghton, 1992:268).

In the process of the redistribution bargain, theehucratic agencies still retain the power to
distribute financial and physical resources toifftitfeir own policy priorities. As Barry

Naughton noted, “the central government uses tthistrédoution exercises to reach down the

91 Interview with Liu Jianfei, Professor of Intetim@al Relations at the CCP Central Party School, Bgifiugust 2012
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administrative hierarchy and shape the bargainetg/éen the enterprises and in ways that
reflect central-government priorities” (lbid: 26@ertainly, both the SOEs and other
enterprises can benefit by appealing to patrotiseatentral and provincial agencies. In doing
so, they will have to make investments or launal psojects in the industries that the
government institutions decide to support. The rpniges will then be rewarded by the

distribution of extra financial and physical resmas.

However, as some scholars observed in China’slflessiindustries, “conflicts have often
arisen when the government’s priorities are cogttathose of the enterprises” (Downs,
2008: Kong, 2009: 805). Even worse, as will be used in the next section, sometimes
following the policy priorities of the governmentlundermine the economic well-being of

the enterprises or threaten the very survival efdbmpanies.

As these distributed resources from the governmmenhot sufficient to keep up business as
usual, the enterprises will argue back and fortin the relevant institutions to change policy
priorities, or ignore the policy priorities as sopmverful SOEs have been able to do in the
past. For example, the central governmental agemeaie identify key projects through the
issuing of special policy documents or Five YeamBI As indicated by the NDRC, "the
Renewable Energy (RE) sector has become a priadtystry to develop since 2007 during
the period of the Eleventh Five Year Plan towahdsTwelfth Five Years Plan” (NDRC,
2007:15,16; Ibid, 2013a). Companies that participate in developing the RE sector would be

“rewarded” with a special tax rebate and lower leasrto access bank loans (NEA, 2007:30).

While for the fossil fuels sector, those SOEs wlmkés their core business units are not

planning on developing the RE sector as they af@mwihar with the industry, which means
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they are therefore not equipped with the right etige and personnel to launch any related
projects. They have, therefore, utilised variougj@iming methods, such as reducing pre-tax
revenue, increasing unnecessary production codtexganding unplanned overhead costs,

to bargain with the central government.

In other words, the central institutions have ththarity to distribute financial and physical
resources, but the enterprises will always askfore to be given as a trade-off for their
following of the government's priorities. As wileldiscussed in the next section, neither the
governmental resource distribution nor the entegs’ibargaining have always been smooth
transactions. Their bargaining outcomes have gyaafétcted international collaborations

and have damaged the reputation of both the Chop@ssrnment and the companies.

Another bargaining process that will be analysetiesso-called “Plan Bargain” (Naughton,
1992: 268). It often derives from the policy formoatprocess where the enterprises aim for
their preferred policies or business models tortmesed and adopted by the governmental
institutions. This type of bargain involves theerptises seeking to persuade the key
personnel in both governmental departments artteatighest level of the Party. Due to the
restrictive length of this thesis, | will only foswn the plan bargain in the field of renewable
energy (RE). Given the nature of RE, it is drivgrntdéchnological innovation. As one scholar
observed, “science and politics are heavily interéd in China, this has given the enterprises
with the knowledge of cutting-edge technologiedisigint room to persuade their superior or
the key decision maker” (Wubbeke, 2013:713,715)s Tiresis will draw on what Nina
Halpern has described as the “Competitive Persmasodel to disentangle these bargaining

relationships between the companies and governimastautions (Halpern, 1992:125).
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Beside the conventional bargaining scenario, thigdwaing process between the SOEs and
the central government can be summarised as a ‘etiap persuasion” model. Within this
model, the SOEs attempt to formulate persuasivenaegts about appropriate policy or
investment projects in competition with other comipa. The SOEs will benefit from the
policy outcomes once the policy persuasions arersed by the governmental institutions. A
competitive persuasion model neither focuses osEs subordination to the Central
government nor does it explain the exchanges artdahwveto power between the
government and the SOEs as discussed previoustgala, it pays a great deal of attention to
expertise and area-specific policy making prockss.therefore intended to “apply only to
the normal bureaucratic decision-making procesgevimdormation and expertise are

regarded as important” (Halpern, 1992: 126).

This particular model, suits very well, attemptat@lyse Chinese SOEs influence over RE
policy making as well as the content of internatiacollaborations amongst the relevant
SOEs. The relevance of this model can be expldroed two perspectives: firstly,
developing RE has little involvement with China’ditary security. It is a particular energy
sector where national security concerns do notydwanflict with the SOEs’ commercial
interests. Unlike the fossil fuel sector, bargagnetween the SOEs and the state do not
always involve irreconcilable disputes within thE Rector. Secondly, the developing RE
sector is a relatively new policy arena. Based gromin experience and interviews,
governmental departments often lack sufficient etigeand administrative capacity to drive

the policy formation process.

92 Consulting projects interviews with officialsMDRC in August 2009

217



As a result, their lack of capacity has offered S@&Om to manoeuvre policy objectives and
outcomes. As Halpern pointed out, “lacking the@rnation and expertise necessary to
evaluate the recommendation of lower-level unitditipal leaders will often permit those
units to become de-facto decision makers in them policy spheres”(Ibid). This chapter

will use Chinese collaboration with France on cruiclear power stations to illustrate how
“competitive persuasion” has largely applied toploécy formation process in developing

the RE sector.

The word “competitive” in this formula suggestsemse of competition by the relevant
stakeholders to persuade the core decision makieesefore, there are winners and losers in
every process of policy persuasion and executimmAny extensive research and
interviews, the Chinese national oil companies hawstly become “losers” in the process of
policy formation. Based on my interviews, “this f@ular group of SOEs feel their core
commercial interests are under threat by the gonent's renewable energy campaigh”
They therefore refused to carry out governmentsil@es due to all kinds of pretexts, and
have argued back and forth over so-called “speaialimstances” (Ibid). They mostly seek
to impede the smooth implementation of the goventmmelecisions. While most literature on
China’s energy SOEs have suggested the enormouer ploat they are able to deploy, very
little of the literature has observed occasionsmiiese SOEs have lost their battles. This
chapter will draw on the failures of the CNOOCe®stablishing a RE Unit and their failure

to negotiate with the MOF renewable subsidiesllustrate “losers” in the bargaining game.

The two types of bargaining activities describedwabalso arise between non-state owned

companies and provincial governments. This is b&e#ue central government does not have

93 Interviews with several employees at CNOOC, Auga4r, Beijing
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direct control of those companies’ activities agiBg does over the SOEs. Some of their
business activities, in particular “overseas investts, are approved and regulated by their
relevant provincial government” (MOFCOM, 2013). fiheconomic contribution has

become a reliable source of a provincial governsi¢ax income. Despite the process of
decentralisation that has evolved, the provincisegnments still remain as the subordinate
partner that fulfils the policy targets, or investm plans, made by a superior, in this case, the

central government.

In other words, the provincial authority treats rstate owned companies as the ideal
candidates to fulfil the economic plan that is dedi for them by the central government. In
the field of China studies, there has been no agertf academic literature to disentangle the
relations between Beijing and the provincial goveents. However, this section will not
focus on the central-provincial governmental baripg process. Instead, it will pay greater
attention to the redistribution bargaining thateslplace between companies and provincial
governments; and to a lesser extent the plan bargaining between both parties, which should

rectify the literature gap.

As discussed above, the central government deoiesd implements priority investment
programmes according to the Five Years Plan. Asodsimated in the various regulations
from the NDRC and in observations by some schof#rs,central government will ask the
provincial government to execute the Plan throughesof the non-state owned companies’
participation in investment; and the provincial government retains some autonomy to
redistribute resources to the participants in itmesit programmes” (Kostka& Hobbs, 2012:
766; NDRC, 2007, 20091). For these companies, on the one hand, they are glad to be

included in large-scale governmental programmetsoivehe other hand, they are also afraid
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that these programmes will impede their own profitten smaller scale investments, even if
they can obtain various special treatments antbeirgy distributed extra financial resources
from their provincial government. As a result, teampanies and the provincial governments
are locked into a classical “redistribution bargaumen each party has something the other
needs (Naughton, 1992: 262). It is in the interektsoth parties to get together, and it is in

the interests of each to shape the resulting batgaheir own advantage.

Plan bargain has also been exhibited between tieepeise and the provincial governments.
This is mainly because the provincial governmeints fhemselves squeezed between Beijing
and those non-state owned companies. On the ok tiey must bargain hard with the
centre. On the other hand, they seek to retaimandmise their disposable resources. They
must advocate their own development strategieshieytfind themselves highly constrained
by a lack of knowledge and experience. As a repuiivincial governments often “assume a
paternalistic and somewhat benevolent attitude rtasvall their enterprises and encouraging

those companies developing individual strategidksiughton, 1992: 261).

The last section of this chapter intends to use#se study of the relations between the
Jiangsu Provincial Government and Suntech, onkeoivorld largest solar panel
manufacturers, to illustrate how such bargainsvedrom both policy formulation and policy
implementation stages. This theis will analyse batextent price manipulation, by the local
authority, of Suntech'’s solar panels, caused thersalisputes between China and the EU

over the solar panel industry.

In summary, Chinese companies, regardless of theiership, have become significant
actors in the determination of China’s RE policy éine Sino-European collaborations on

RE. They are locked into both plan bargaining adistribution bargaining in the
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formulation process of China’s RE policy, and cay collaborations with the EU. Such
bargaining processes are very likely to remainraigient feature whilst the collaborations
continue. The next two sections will therefore tisecase studies to explain how such

lengthy and complex bargain processes have detedntit®@ outcomes of collaborations.
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Section 5.2 The Role of Chinese State Owned Enterpes participating in
China-EU collaborations on Renewable Energy

This section will further narrow down the focustleé analysis on the role of Chinese SOEs
in determining the Sino-European collaborationd&kenewable Energy (RE). As argued in
the previous section, Chinese SOEs have the pavderesources to be important players in
the domestic policy making process as well as bolating with foreign partners in fossil
fuels and RE. According to this thesis's researatirigs, the SOEs shape the decisions
mainly in two ways. Firstly, SOEs influence thediigecision making at the policy formation
stage. The central governmental institutions aedPtérty exert certain fiscal controls and
discipline to regulate the SOESs’ economic actigithile the SOEs utilise their specific
expertise to shape decisions to eventually betiefihselves. On some occasions, the central
energy-related bureaucracies lack the sufficieragrenel and financial resources to fulfil
their policy targets. As a result, the central gomeental institutions have inevitably relied

upon the SOEs own renewable developments to fbHilgovernment's policy targets.

To illustrate this process this thesis will applp&lHalpern’s “competitive persuasion”
model to the case study of the China Guangdongeduéower Company’collaboration
with European companies, revealing how this padicRE decision making process has

largely been determined by the motivations and/diets of the SOEs (Halpern, 1992: 126).

Secondly, it can also be shown that the SOEs anetsmes not successful in influencing the
decision outcomes at the policy execution stages ddn be seen from the fact that not all of
the SOEs have achieved economic triumphs and e dible to elevate their political

status through the developments of RE with otheéopean partners. Unlike the conventional

94 Known outside of China as “China General Nucleawd? Group” from September 2013
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policy making game, SOEs that hold monopolies ssilduels have suffered from grave
losses in the decision making process over RE ypdlitey have not managed to propose the
right policy options that would have benefited thdrvo examples from the China National
Offshore Oil Company’s (CNOOC) cooperation with ®Rlevelop bio-fuel technologies and
its collaborative project with VESTAS on offshoréa energy will thus be used to illustrate
how the SOESs’ constraints and failures which carsedoth economic losses and diplomatic

disputes.

4) The China Guangdong Nuclear Power Company and itsotlaboration with the EU in

developing civil nuclear technology

The civil nuclear sector is a relatively new enesggtor when compared to the conventional
fossil fuels industries. “China only began its tiviiclear program developments in 1982”
(China Energy Dally, 2012). Like the adoption byir@Zhof other advanced technologies, the
Chinese government established collaborative pastipes with Western companies. In the
case of civil nuclear technology, China’s primaaytper is France, which developed its
technology in the 1960s and the 1970s due to theddwrisis. As a result, “China and
France collaborated to construct the first civitlear power station at Daya Bay in
Guangdong Province in 1987” (Ibid). Given the enousramount of financial resources
required and substantial safety risks, the devedpraf civil nuclear technology was
proposed and regulated by the China National Def@wmmission of Science and Industry
(COSTINDY® (SASTIND website). The COSTIND used to “set praghretargets and to

prescribe technological standards within Chinaid auclear sector” (WNA, China).

95 Now renamed at State Administration of Scieffeghnology and Industry for National Defence (SASD)
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However, the COSTIND is a semi-military governméagency (SASTIND website).
Despite its expertise on nuclear usage for milifargposes, it failed to prescribe appropriate
civil nuclear energy production guidance and togdlather power station construction.
Therefore, “the central government divided the taxgsnuclear operation units into three
different SOEs, each with specific functions” (Chiirst Financial Daily, 2012). They are:
the CGNPC, the China National Nuclear Company (CIN&I@ the China National Nuclear
Technology Company (CNNTC). “The CGNPC is the frantner for adopting European
technology and international collaborations” (FicahTimes Chinese Website 2012) . The
CNNC specialises in nuclear energy production &aeddNTG focuses on the home grown
innovation of nuclear technologies. “The NDRC aratibhal Energy Bureau also replaced
the COSTIND in its regulation of the CGNPC and CNT¥hereas the CNNC remains under

the direct control of the COSTIND” (Nakano,2013; WNA, China).

As referred to in the previous section, the refatibetween the Chinese nuclear SOEs and
the central government can be described as a “ditmpgoersuasion” model (Halpern,

1992). The relations between the nuclear SOEslaidguperiors can be interpreted within
this model. According to my research interviewsjitinelations with the central government
agencies are no longer seen as the relations betiweesubordinate and a superior. Unlike
the in relationships between the SOEs in the fdgsls sector and the central institutions, the
nuclear SOEs are not locked into the conventioasddining process when the subordinate

and their superior’s interests are often in conflic

As examined by a number of scholars, “the SOEkerfdssil fuels sector and the
governmental agencies are in constant battles gitie process of formulating and executing

policies” (Downs, 2008; Breslin 2012; Garrison 2009). Rather, the nuclear SOEs play a role
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as information providers to the decision makers when lack the sufficient capacity to
formulate policies. Through their provision of knledge and expertise to the decision
makers, the nuclear SOEs have often successfultyipded the decision makers to formulate
policies according to their own preferences. Coitigetpersuasion can be exhibited into two
ways. Firstly, the nuclear SOEs act as informapimviders at the policy proposal
consultation and formation stages. They do thisddgcting and filtering the provision of
information to the decision makers in order to pro@lthe SOE's desired policy outcomes.
Secondly, the nuclear SOEs draw on their previapgm/ence during the policy execution
process to convince the decision makers to ke#pettbusiness as usual” scenario and

oppose any changes that may undermine their conahara political interests.

For example, the CGNPC acted as an informationigeo\and a policy practitioner when
competing with other nuclear SOEs for collaboratianth the French utility companies,
mainly EDF and AREVA. Its successful collaboratidrave not only advanced its economic
interests and political standing, but also acted slsow case for Sino-European

collaborations on renewable energy.

As AREVA helped CGNPC to establish the first nuckesactor in 1985, it has become the
only partner to CGNPC when delivering large civictear projects in China. Between late
2006 and early 2007, the State Council and the NDR8estrated a range of debates and
consultations to prove the necessity of develofhgma’s home grown nuclear technology
with the assistances of foreign partners. As altgbie State Council published the Eleventh
Five Years Plan on China’s civil nuclear indus®@QSTIND, 2007). Before then, all three
major nuclear SOEs relied heavily upon importingeagactor technologies from major

Western industrial conglomerates such as, AREVAstilighouse and General Electric. The
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Chinese government was very concerned that cortimugorts of reactors from the West
would pose a persistent threat to industrial sedety national security. Therefore, developing
China’s own nuclear reactors and generators wasis¢ appropriate solution to avoid this
long term security dilemm®.Such views have also been echoed by media repoygested
“without the intervention from the very top of tRarty leadership, none of civil nuclear
SOEs knew which types of technologies from whichntoes would post daunting security

threat to China” ( 21ST Century Economic News, 202012b)

According to interviews, the central government@recies involved, such as the NDRC, the
NEA and the MOST, “have neither the sufficient exgrece nor the appropriate personnel to
make impartial judgements regarding the quality @esign of the Chinese home grown
reactors®’. Their insufficient expertise offered all threejoranuclear companies enormous
opportunities to shape the consultation procesgetisas to alter the final policy outcomes.
The central institutions relied on information adluation provided by the SOEs to assess
the feasibility of developing a home grown nuclesactor as well as the capacity for new
civil nuclear power stations. Within the civil neer sector, the central institutions are most
likely to accept the suggestions made by the SOES & they are aware of the SOES’

incentives to promote their own corporate interests

The most common form of information flow from th®Bs to the central institutions is
through the submission of the individual SOEs’ fiigars plans. The central institutions draw
on the Five Years Plan from each SOE and drafoteeall Five Years Plan of the Chinese
civil nuclear industry. According to informationthared during my previous consulting

experience, the consultation process for the devedmt of home grown reactors in 2009, all

96 Interviews with a research fellow at Chinese Acag of Science in Beijing August 2012
97 Interviews at NDRC and Chinese Academy of Scieméaigust 2012
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three nuclear SOEs submitted their individual taifmde Twelfth Five Years Plan drafts. The
nuclear SOEs and other large SOEs used to hirggojvestern professional services firms,
such as auditing and consulting firms to gathexvaht information and to write up the Plan
drafts. The CGNPC hired a leading European comgufirm to evaluate global market
potential while writing up the Plan. This allowd®tCGNPC to have a better judgement
when choosing a foreign partner to develop its psep home grown nuclear reactors. This
was because the CGNPC knew only too well thataotspetitors would also choose other

leading foreign civil nuclear companies to proptmse

On most occasions, the NDRC and the NEA would chdlos proposed technologies from
one particular SOE, and the other SOEs have totddegproposed technologies
unconditionally, which are endorsed by the NDRC #redNEA. For any of the nuclear
SOEs, it is therefore of vital importance to hageproposed technologies adopted. This in

turn will promote the chosen SOESs’ political andntoercial interests.

The CGNPC drew on its unique advantage as the eagng company for, and the owner of,
the first nuclear power station in China. Withie ttivil nuclear sector, the owner and the
engineering companies are mostly separated froim @aer, which may result in operational
inefficiency when it comes to building new poweatgins. The CGNPC proposed to
continue to extend its collaborative partnershigh WDF, AREVA in France and
IDERBODRA, a Spanish renewable giant, “throughdhbsigning of China’s own home
grown reactors during the period of the TwentiatleFrears Plan with an investment of

RMB 72.5 billion” (Xinhua News, 2013b).

98 Interviews with Professor Pan Jiahua at Chideselemy of Social Science, August 2012
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Based on previous working experience and in-degtrviews with its management team
member?’, | argue that CGNPC has three major incentivesvioy they want to win the

policy consultation process and to have its teabgies endorsed. Firstly, “the CGNPC was
very keen to expand its business footprint froomgdisia-focused, such as in Pakistan and
Kazakhstan to the rest of the world” (Caijing, 2009; China First Financial Daily, 2014a). It is

of heightened importance to have its technologneloesed and recommended by the Chinese
government. In the near future such an endorsemétritelp the CGNPC to win the
government-led nuclear construction projects imtoes which have amicable relations with

China.

Secondly, the CGNPC has an exceedingly strong tiveeto improve its political and
bureaucratic standing within the Party-State agpard@he CGNPC is a SOE with “a vice-
ministerial position” in the bureaucratic settif@INPC at Glance). Its ultimate rival, the
CNNC, is “a full ministerial equivalent SOE”, andrcobtain a wider range of resources
when compared to the CGNPC (CNNC Introduction). T&NPC is therefore determined to

climb up the bureaucratic ladder.

However, this proved to be almost impossible taeehin the short term due to the CNNC'’s
governance structure and institutional setting.¢ UNNC is under the direct control of the
People’s Liberation Army (PLA) whereas CGNPC isulated under the civilian government
apparatus® According to interviews with a staff member & BNNC, “The PLA is often
equipped with greater autonomy and bargaining pevien it comes to deciding its

affiliated SOEs’ bureaucratic standing within the %%,

99 CGNPC Consulting interviews in September 2009, 8twmGuangdong Province; research interviews inuaug012,
Beijing

100 Refer to COSTIND's direct control to CNNC

101 Interviews with a staff member at CGNPC Septer@bap
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Thirdly, the CGNPC has encountered ever greatantial difficulties in recent years
because of its projects overstretch, both at hameairoal’?. Also, “the CGNPC had
unwisely invested in different types of financigrivatives before the 2008 Global Financial
crisis” (FECN, 2011). It urgently needs to have H2RC’s endorsement, which would help
it to gain access to state-owned bank loans aret édhms of financial assistance from the
Ministry of Finance. Parts of the financial aide tAGNPC desired were called the “National
Special Funds for Innovation on Science and Teduyyst®. They are distributed to SOEs
exclusively to develop cutting-edge technology.Stechnologies would apply to large scale
production and usage in future. They also lasafdeast ten years which would be ideal for

the CGNPC to help develop lengthy nuclear poweiostaonstruction projects.

However, obtaining the funds is extremely difficoéicause the evaluation and approval
processes are complex and involve five differentistiies over several months, including
the Ministry of Finance, Ministry of Science, Mitng of Industry and Information
Technology, State Council and the NDRC/NEA. Theyamhy to access fast-track approval
was to have the CGNPC’s home grown reactor teclgredeendorsed by both the NDRC and
the NEA. Therefore, having its technologies appdopesed a great significance to the

financial well-being and the survival of the CGNPC.

Beyond the consultation process between the gowenrtahinstitutions and the nuclear SOEs,
“the CGNPC has also been in frequent exchangestwdhmembers of the Standing

Committee of the CCP to explain its motivation amitjue advantages in developing China’s

102 Consulting Interviews with CGNPC Corporate Strhategpartment, August 2009
103 In Chinese a@REKR LI RHREE"
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home grown reactor$®. The CGNPC knew that the support and approval fierSCP
members are decisive, and irreversible by any @beernmental officials. On most
occasions, the governmental agencies would nethject to the decisions made by SCP
members, nor oppose to the consensus amongst tien8@bership. According to Linda
Jakobson’s observation, “SOEs often meet SCP mespeinformal occasions and provide
information to persuade SCP members to make desisiocording to SOES’ own interests”
(Jakobson&Knox, 2010:4). The CGNPC'’s persuasiah@dSCP members fit well into

Jakobson’s description.

Unlike the hosting of regular meetings with the NDBnd the NEA, the CGNPC persuaded
two members of the SCP, Wen Jiabao and Zhou Yomgikewvarious informal meetings. The
CGNPC chose to target those two particular SCP reesrdhue to “their previous working
experience in the energy sector and the persolagiores between the CGNPC management
team and the SCP members” (China Vitae; Xinhua, 2002)'%. According to previous
consulting interviews, senior members of the CGNir€Sented its proposal for developing
home grown nuclear reactors from three perspecthatsvere directly related to national

security and self-innovatiof?®

First and foremost, the CGNPC, after many yeaexperiments in China, is equipped with a
sufficient pool of talents to develop reactor tedlogies. Its chosen partner, AREVA, would
only play a minor role in the technological litereg research and in providing case studies
from its existing power plants in France and Fidlahhe CGNPC would orchestrate and
control the overall reactor design and the engingdests. Therefore, the core technologies

of the home grown reactor would not be exposedexiathined by its French partner.

104 Interviews with CGNPC senior members at the mamagt team, August 2009
105 Ibid
106 Ibid
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The CGNPC also pointed out that both the CNNC ardINNTC had long established
collaborative relations with Westinghouse and G#& that “China should neither allow one
particular type reactor, such as the AP1000 fronstifighouse, to dominate the Chinese civil
nuclear sector. Nor should it only collaborate vatimpanies from the US. The specific
concern is that American companies might stealearcdecrets from China on behalf of
Washington D.C*” As a number of Chinese media outlets have obsgtireel CGNPC
openly complained about CNNC's close ties withAhgerican Nuclear technology giant as
well as CNNC'’s tactics to dominate the Chinesel ciuclear sector, which would do more
harm to the developments of the sector” (China’s First Finacial Daily 2012, 2014a; Caijing

2009).

Secondly, the CGNPC argued that it chose a placenfgineering tests that is located in a
relatively remote area of Anhui Provir®® Such a remote location would allow engineers
and nuclear experts to experiment and to cons&raainiature reactor. This in turn would not
threaten the economic well-being of the host pro#imhis would also pave the way to
construct a fully-fledge power plant in Anhui Proeé®® where the CGNPC could easily

transmit generated electricity to both inland aodstal provinces.

Thirdly, the CGNPC could develop the reactor tedhgies by spending only two-thirds of
the National Special Funds for Science and Teclgydllonovation. Its proposed expenses
were much lower than the other two civil nuclearESCestimated costs. As a result, the
CGNPC managed to persuade those two SCP membemwevbon direct and frequent

contacts with the Company management team. Thasenembers expressed their opinion

107 Roland Berger consultants meeting notes manadgé¢esn meeting at CGNPC, September 2009
108 Ibid
109 Anhui Province locates at the centre of PRC geatucally.
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to the NDRC and the NEA that they were in favouthef CGNPC developing China’s first

home grown civil nuclear reactor.

CGNPC also utilised its foreign partner AREVA's pickl network in France to make an
even stronger case to the SCP members. As argu&hioter Three, the French government
often facilitates “Grande Contracts” for its indueitconglomerates when engaging with
China. AREVA, alongside other French multinatiooatporations, has been a long term
benefactor of such engagements. In 2009, ChinacEraelations were at a very low point
after President Sarkozy’s official meeting with talai Lama, the Tibetan Spiritual Leader
in exile. Despite the nearly frozen bilateral poét relations, Paris wished to maintain
amicable economic ties with Beijing. As suggestea lEuropean expert on China, President
Sarkozy and the French Prime Minister took different views on the relations with China; with

the Prime Minister taking a mercantile approachméegaging with Chira’. AREVA's

collaboration with CGNPC could therefore serve gs@d opportunity of rapprochement.

According to interviews with AREVA and EDF, theymeasought to have support from Prime
Minister Francois Fillon when they began to bid doHaboration with the CGNPC in 2009
(EDF 2009). They believed that “collaborations wilte CGNPC would not only benefit the
French civil nuclear industry over the longer tebuat would also pave the way to repair
Sino-French bilateral political relatiors*. As a result, Prime Minister Fillon asked the
former Chinese Ambassador to France, Wu Jianmirgdsistance in communicating with
senior officials in Beijing, such as Wang Yang &fta Kai at the CCP Central CommittEg.

Despite, Beijing’s vociferous criticism of Nicol&arkozy, it continued to maintain a great

110 Interviews with Francois Godement, London, danw2012

111 Interviews with members at AREVA corporate sggtdepartment, Paris 2011 and 2012

112 Interviews with Wu Jianmin, Beijing 2012, Wanany was the Party Secretary of Guangdong Proviheze\CGNPC
HQ is located, Ma Kai was the director of NDRC. Botlthe@m were members at the™@CP Central committee
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deal of interest in sound commercial ties withdkeond largest economy within the EU.
This in turn might help China to gain ever gred®erage when it comes to engaging with
the Union economically as a whole. Therefore, AREM@ France’s participation in the
CGNPC's reactor design project were welcomed b boéd CCP and the Chinese

government.

With persuasion from the CGNPC, and the campaigm fParis, the SCP members and the
NDRC finally decided to choose the CGNPC as theamtkonly developer of China’s home
grown nuclear reactors, and “the Chairman of CGMRE promoted to be the deputy
director of the NEA, a position equivalent to tbaa full ministerial level official in the
Chinese government apparatttd{Caixin, 2010a). The CGNPC crafted its persuasion
strategies, and then acted as an information peovat both the central governmental
institutions and the SCP members. It also took aatasideration China’s external relations
and Beijing’s grand ambition to become a champiinmovation. To this extent, the
CGNPC'’s interests had been in step with thoseefdGP and the Chinese government. Its
successful persuasion has established for itggdbd image as the most innovative and
international oriented renewable energy SOE in &hlinis positive image has been reflected

in its investment in the UK civil nuclear industwyhich will be discussed in the next chapter.

5) The China National Offshore Oil Company and its faiures to develop a offshore

wind farm with VESTAS, and collaboration with BP on biofuel

Unlike the successful example of the CGNPC, the O8Quffered from the central

government latest RE campaign. This is largely bsean the “CNOOQOC, like in any other

113 Due to Qian’s seniority with the Party, he whsvated as full ministerial status even if theANE only a vice-
ministerial body
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fossil fuels SOE, the core business units areouattéd in renewable energy and they are
relative new comers when it comes to developingstdwtor” (China Energy Journal 2013).
The CNOOC's establishment and the closure of itewable energy subsidiary have vividly
exhibited how an SOE can become rather vulnerah&nit comes to negotiating with the
central agencies. The Chinese SOEs, in partichéanational oil companies, are often
portrayed as “powerful and decisive” in China’s gyepolicy formation and execution
(Downs, 2006:2). However, there are also occasmrese the SOEs are unable to secure a
better bargaining position, such as in the castee@CNOOC’s misfortune with its renewable

unit.

The CNOOC established its renewable subsidiary (ON®enewable Company) “in early
March 2007 following China’s Eleventh Five Year iPl@CNOOC website). The Plan
proposed a major breakthrough in developing REnagjéihe backdrop of turbocharged
economic growth. Most energy SOEs were expectéalltw the Plan and carry out major
investments in the RE sector. For utility SOEs,aleping RE would help them to invest in
their existing RE projects. For example, “the mdiee utility SOEs have been ecstatic about
this major shift in the Plan to focus on renewadlergy” (China Electricity Council, 2011).
While for oil companies, developing RE was newitery and would result in heavy

financial burdens.

As established by media source, “the CNOOC waseathbg the NDRC to act as a front-
runner to develop cutting-edge offshore wind endéagms and to produce bio-fuels” (China
Energy Journal 2013). The CNOOC itself was alseregted in bio-fuels production as such
production would provide extra fuels for its oilparation vessels and oil rigs’ consumption.

This was largely due to its previous extensive égpee with offshore oil exploration and
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production. However, none of other two major oilEBQwhich is the CNPC and SINOPEC,
followed the Plan or the NDRC's policy guidance.discussed by a number of Chinese
media outlets, as well as in my interviews with GDIO employees, “both of the other two

oil companies argued that they had always genetavest profits than the CNOOC. Apart
from a lower operating profit, they also insisthdtttheir overhead costs and production costs
were much higher than the CNOOC. Therefore, theydcoot spare any of their existing
financial resources to develop RE technolodi#qIbid, Economic Observer 2014,%1

Economic News, 2014).

Due to a lack of expertise, the CNOOC chose VESTA& Danish wind energy giant, and
BP's Bio-fuel Unit as their collaborative partneigh which to develop the required key
technologies. Between 2008 and 2009, “the CNOOQRahle Company assumed that the
central bureaucracies, such as the NDRC, NEB, lem&/OF would offer both financial and
political support to their offshore wind and bicefyprojects, and the promised subsidies and
tax concessions of RMB25mn within that Financiahiveould be granted in due course>”

In addition, as established by both media outletk@NDRC official document, “the
CNOOC believed that as they were helping thoseraklntireaucracies to fulfil policy targets
financial assistance and political backing showlohe naturally” NDRC, 2009d; People’s
Daily, 2014). As a result, the CNOOC Renewable Camygook bold steps and invested
heavily at its own cost to set up various renewabtgects in the subsidiary's first two years

of operation.

However, the CNOOC was too optimistic in its asstioms that the redistributed financial

resources and political support would automatictdiy to its newly-established enterprise.

114 Interviews with a senior member at CNOOC Renew@blapany, August 2012, Beijing
115 Interviews with a project manager at CNOOC Ren&wdbhit, August 2012, Beijing
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In reality, neither the financial assistances herpolitical backing was given by the central
institutions. In the case of offshore wind enetgg, CNOOC and VESTAS jointly invested in
China's first-ever offshore wind farm near the t@dthe East China Sea. Based on my
extensive research interviews with VESTAS, “both @ompany and VESTAS agreed to

divide their investments in a ratio of 58:42 regjwety” !°.

VESTAS clearly recognised, and accepted, theireexély low profitability in this project.
Given the political importance of this joint proje¢ ESTAS became more than willing to
spend more than it intended with a total amourRB 10.5mn, which was 1.5 times
greater than VESTAS initially agreed with the CNQ@®€cording to my interviews with
VESTAS, it argued that “its collaborations with tG&IOOC Renewable Company were more
oriented towards a market foot-setting strategy fafit-seeking project**The political
importance of the project became the primary reagionit wanted to collaborate with the
CNOOC. Both companies had lobbied intensively ®NDRC, NEB and the MOF in order
to gain their approvals for the joint projects.&fimany months of consultation and the
approval processes, the CNOOC and VESTAS, aftairdhg approval from the relevant

ministries, were about to commence the project.

Yet, they were informed that the project could lbegin without a license given by State
Oceanic Administration (SOA). As introduced by its&he SOA was initially established as
a scientific research institution for China’s Artaca explorations” (SOA 2013). In recent
years, it has gradually gained enormous power wagsus policy frameworks across
government, from Chinese foreign policy to domestiergy policy. “It is under the direct

control of the State Council and parallel to ottmemistries in terms of bureaucratic rankings”

116 Interview with Government Relations adviser BISTAS dealing with CNOOC, August 2012, Beijing
117 Ibid
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(Ibid). Therefore, it will not follow the decisiorts agreements of other ministries which may

potentially harm its own interests.

In the case of the CNOOC-VESTAS joint project, S@osed their project proposal on the
ground of “not being suitable for ecological balamear the coast of the East China Sea”
(Xinhua News, 2011). Beyond this official reasowegi by SOA, the real cause for refusal
was that “SOA and NDRC/NEA had been in dispute avleo has the ultimate power to grant
operational license for companies that wanted toy@aut any industrial related activities

near the coastline in Chind®.

In addition, according to the several media rep6tite CNOOC had frequently ignored the
SOA:s rules and regulations while it carried outestdeep-water explorations and extractions
in the past few years, such as ignoring healthSafdty standards during oil rigs operations
and the high profile oil spill case caused byadist{ venture partner, ConocoPhilips”
(Bloomberg, 2011; Sohu News 2011). The SOA decided to refuse the CNOOC-VESTAS
proposal in order to punish its previous breacthefregulations. Both CNOOC and

VESTAS asked for the help and coordination fromNIRC and the NEA. Despite several
attempts made by the NEA, the SOA refused to grargperational license to both
companies. One member of the SOA pointed out, ‘vaeesthe equal bureaucratic rank with

the NEA and are in charge of different functionsywshould we fulfil the NEA's wishe$*.

According to the media report, “both the CNOOC #iETAS ended up withdrawing from
the entire project, regardless of the initial inwesnts being made” (China Energy Journal,

2013). As a VESTAS interviewee suggested, “We moll collaborate with any oil company

118 Interviews with a senior management team meb€@NOOC Renewable Company, September 2012
119 Interviews with a member of staff at SOA, Auge312, Beijing
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in future for renewable projects, because they were unprofessional; and the approval process
was so messy™°. VESTAS intended to use this proposal projectidoftr future offshore
wind farms with other Chinese SOEs. However, thenss to be unlikely to happen in the

near future in the light of the 2008 CNOOC fiasco.

Also other European wind energy players have |daont this case the complexity of

entering the Chinese market. This unsuccessfukladclassic example of how bureaucratic
politics shapes the outcomes of China’s internationllaborations on renewable
technologies. It indicates the extent to whichitagbns like even the SOA, which does not
have direct control over SOEs, can determine ther@@and progress of SOEs business
activities. Also, it exhibits the extent to whicin&-European collaborations are largely
interfered with by the central institutions, evéthe SOEs are often seen as powerful players
in Chinese domestic politics and external affaarg] had strong willingness to collaborate

with the Europeans.

The CNOOC has been repeatedly locked into a réalision bargain with the central
agencies, and it did not manage to win the bargaithe CNOOC expected. Rather, it
became the loser of this bargain and decided todnaiv from the entire renewable
developments campaign in China. As pointed outiptesly, the SOEs serve as effective
vehicles for the central government to fulfil itsligy targets. In the process of executing the
policy, the SOEs are often asked to implement sp@cogrammes, to invest in mostly white
elephant projects, or even to set up a separasedsaty to fulfil policy targets. By doing so,
the SOEs are allocated various kinds of additifinahcial resources, political support and

tax concessions.

120 Interviews with Government Relations advisefyBETAS, August 2012, Beijing

238



Despite these resources, the SOEs mostly askifanete benefits to be granted, and for
them to be elevated to higher political ranks wittiie government apparatus. As a result, the
SOEs and the related central bureaucracies aredaoko a classic redistribution bargain.
More often than not, the central agencies are li@agés of this re-distribution bargain
process whereas the SOEs have merely wasted theifimancial resources to fulfil the

policy targets of the governmental departments.

6) The CNOOC Renewable Unit and its Collaboration withBP on joint production of

Biofuels

As mentioned previously, the Chinese SOEs canmhtapecial fund from the central
government whilst they carry out major industriedjpcts to fulfil the ministries policy
targets. In the case of the CNOOC's bio fuel proidmnc its experiments in the field would fit
well into the category of National Special Fund limmovation on Science and Technology.
“In 2010, the CNOOC had developed a bio-fuel tebgypwhich utilises food waste as its
main component” (Reuter, 2010). Such technologwired a large amount of monetary
support to explore its feasibility. It thereforertad to apply for the Special Fund from
NDRC/NEA. As argued previously, applying to thedpkfund was a lengthy and complex
process, just like any other bureaucratic proae$isa Chinese government apparatus. The

CNOOC lobbied various agencies intensively in otdesbtain the funds.

Meanwhile, the CNOOC approached BP's Renewableddwitindicated their wish to

collaborate with BP in further bio-fuel technologlicnnovation and with market entry to
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Europe. As some media observed, “BP has been adomgpartner with CNOOC in the
traditional fossil fuels sector and was keen tatsdbot at the Chinese renewable market”
(Bloomberg, 2010; China Daily 2010b). As a result, a joint project on bio-fuel seemed to be a
plausible option. BP also realised that the CNO@@dRvable Unit was in the process of
bidding for the Special Fund to make up for itsvayas financial loss in the offshore wind
farm project. Winning the Special Fund would algmbolise the political importance of the
project and would in turn help BP to expand itsesgable unit in China. According to my
interviews with BP, “BP decided to help the CNOOCIdibbying various governmental

departments from its own Chinese political netwdtk”

In December 2011, the NDRC/NEA finally approved special funds and provided it in the
form of fiscal subsidies rather than a lump surgrant. This subsidy promised to cover 20%
of production costs for the CNOOC'’s bio-fuel prdajeand by the 2011-2012 Financial Year,
“the Company could expect a 30mn RMB subsidy fraendentral government, which would
be issued by the Ministry of Finance” (China Enelgyrnal 2013). Both CNOOC and BP

showed their initial enthusiasm about the subsidy.

However, as the grant was given in the form ofdisubsidies, according to the final
statement from NDRC/NEA, the grant had to be gbtethe MOF in May 2012 (NDRC,
2011a). As demonstrated by interviews with CNOO@dreble Company’s CEO, “there
was a blurring of responsibility between the NDR@ ghe MOF on who should initiate the
payment. The conventional procedure was to hawaliapproval from the NDRC and the

MOF would make a payment accordingly.

121 Interviews with Head of BP Renewable Unit in ChiBeijing September 2012
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According to interviews at the CNOOC, “its casehntP was slightly complicated as
CNOOC was involved in projects with a foreign parth?’. As in other similar cases, the
MOF was obliged to make its own investigation andiaon the financial side of the BP-
CNOOC project and therefore postponed the paynoethiet CNOOC. The CNOOC had
again inevitably entangled itself into this intepértmental bargain over financial resources
distribution as it did in the case of VESTAS offsh@roject. The NDRC/NEA decided to
offer RMB 5mn to compensate for the delay of payntawnised by the MOF. This was largely
because the NDRC planned to use the CNOOC-BP lipfagct to fulfil its policy target of
developing cutting-edge technology. Despite sewfatts made by the relevant parties, “the
MOF continued to refuse to grant the rest of theB2BImn fiscal subsidies to the CNOOC-
BP project. As a result, both the CNOOC and BPtbasithdraw from the project until

further financial assistance was provided”

As can be observed in CNOOC's financial recordd, tanough media reports, “throughout
the past six years, the CNOOC's renewable uniahaays been in debt, and differed itself
from the rest of the business units within the company” (CNOOC; Economic Observers

2014). As an oil exploration and production compdhg CNOOC is renowned for its high
returns in investment, and high profitability sinteinception. Its excellent performances are
seen as an exception amongst the Chinese SOEsvEIQwe renewable operation was seen
as the “black sheep” of the company and undermiisesbund financial and industrial

record.

Due to such heavy financial losses, “the CNOOC anned the closure of is renewable

subsidiary from December 2013 and only retainecstiae gas unit for future exploration”

122 Interviews with CNOOC Renewable project managdriofuels, September 2012
123 Ibid
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(China Energy Daily 2014a). The unfortunate fatéhef CNOOC exhibited the vulnerability
of SOEs when they come to negotiate with the cehtneeaucracies. Most interviewees
echoed a view that “the Chinese government was teedavelop renewable energy but its
policy outcomes, and following implementations hheeome inconsistent and arbitrary”
This in turn has undermined the prospects of colatiions from those SOEs’ foreign

partners.

Those European utility and renewable giants haea bissenchanted by what both the
Chinese government and the SOEs have offered mo. #hie area of future collaborations has
almost turned into an area of contention and b#pats. As indicated above, the CNOOC'’s
unsuccessful collaboration with a British bio-fiiein caused the closure of its renewable
subsidiary, as well as an additional diplomatic tmtween China and the UK. The dispute
has therefore cast a long shadow over renewabbooations between China and the UK,
as well as to a lesser extent between China anBUWh& his case study illustrates the extent
to which the Sino-European collaboration on REWeen largely determined and
undermined by interactions between the relevantpeones and institutions, even if there has

been a grand vision of collaborations from Beijargl Brussels.

In conclusion, this section has examined the rot&Shinese SOEs and disentangled their
bargaining relationships with the central instdas in the process of Sino-European
collaboration on RE. Unlike in the conventional @os, the SOEs in these case studies were
not as powerful as they seem to be in the traditifwssil fuels sector. The success of these
collaborations has not only been determined bytigical willingness of the two sides.

Rather, it was shaped by the skills of the SOFsensuading the ultimate decision makers,

124 Several interviews with members at CNOOC andrBBeijing, August 2012
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and in eventually influencing the decisions outcentewas also largely determined by a

complex bargaining process between the SOEs anzktiteal bureaucracies.

As shown in the case studies, the results of thesS@rojects were mixed, and not as
successful as they initially expected. Beside #rgdining relationships at the national level,
the bargaining ties between the provincial goveminaad those non-state owned enterprises
also deserve to be discussed. Their intricateioglsttips have rarely generated collaborations
but have triggered ever intensifying competitioesAeen China and the EU in the field of

RE. This thesis will exclusively focus on their gaining relationships in its next section.
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Section 5.3 The Role of Provincial Governments another Chinese
Enterprises Participating in Sino-European Renewal# Energy
Collaboration and Competition

This section will shift the observation of bargagirelationships to another level, namely
between the provincial government and those ensexpdirectly influenced by the local
authorities. It intends to examine to what extéethusiness interventions and controls of
renewable energy enterprises by provincial govemsieave undermined the potential of
further renewable collaborations between ChinataadEU. According to detailed
investigations undertaken for this thesis, thellaa#horities’ interventions have resulted in
ever intensifying competitions, and have almostttettade wars between Beijing and

Brussels.

This section will begin by disentangling the in&ie and inter-dependent ties between the
local authorities and other enterprises. In paldicut will examine the bargaining process on
how provincial governments manage to extract congsaprofitability to boost their

provincial GDP growth. Then, it will use the casady of Suntech, once a star enterprise of
the Chinese RE sector and its relations with taegiu government to illustrate one of the
major reasons for the Sino-European Solar panpltis This section also aims to reveal that
the bargaining relationships in Chinese energycgahaking does not only exist in the
traditional fossil fuels sector between the SOksthe central bureaucracies, but has also

largely played out between other enterprises aeid pinovincial governments.

Despite these bargaining activities taking plachatprovincial level, the rules of the
bargaining process have largely remained the santfgaawhich occurs at the central level.

Meanwhile, the outcomes of these bargains havemgtcaused bankruptcy or rendered
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financial difficulties to some enterprises, but @also triggered severe trade disputes
between Beljing and Brussels. There has so far baatly anything written on the Sino-EU
collaboration on RE from a provincial perspectiaed this section intends to fill that
literature gap. In doing so, this section aimsesi the hypothesis that China-EU relations are
not bilateral ones determined by the central buneaiies in Beijing and Brussels. Rather,
they are multilateral in nature which involve a wiarray of actors to shape the Sino-
European relations and are even affected by desisiade by the Chinese provincial

governments.

In the field of RE, some other enterpriSésiave played a major role in accelerating
industrial innovation. Amongst the top ten Chinemgewable manufacturers, nine of them
are non-state owned enterprises and are locatéduthern Provinces in China. This case
study will specifically focus on the relations beem Suntech, one of the world's leading
solar panel manufacturers, and the Jiangsu praligovernment. It will explore to what
extent Suntech’s bankruptcy was not determinedbysino-European solar panel dispute.
Rather, it was caused by Jiangsu provincial goventisi consistent interventions in
Suntech’s business management and adjustments tedtstribution of profit between the

authority and the enterprise.

As pointed out in a previous chapter, one of thi&isg features in the Chinese policy
making system is a sense of fragmentation withendiacision making process amongst the
central bureaucracies. The SOEs have also suffeyedthis fragmented decision making
and responsibility sharing amongst the centraltutgins, as was revealed in a previous

section of this thesis.

125 These firms are not directly regulated by thages
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At the provincial level, however according to soscholars, “this sense of fragmentation is
actually shifted into a degree of policy integratlmetween local enterprises and provincial
governments” (Kostka & Hobbs, 2012: 778). As Walgeints out, “the relationships
between the provincial government and the locarpnises are less to compensate for
fragmentation than allowing enterprises significamtonomy in important business
decisions” (Walder, 1992:310). In other words, tg'sindustrial system and revenue have
been largely dependent upon the operational incdrassvarious corporations. The
provincial government has played a role in cargftélgulating the proportion of financial
flows from the enterprises to the provincial goveemt and has intervened extensively in

crucial business decisions in those enterprises.

As asserted by a number of scholars, “the singlgdst aspect of autonomy that the
provincial governments enjoy is to decide the propo of local enterprise revenue sharing
between itself and the enterprises” (Breslin, 2&W®210; Naughton, 1992: 270). The
provincial government can use the various mechananits disposal to change the
distribution of corporate revenues which includex toncessions, subsidies, and minor
share-holding, issuing provincial bonds and logayeents. Some scholars who have
observed the relations between the provincial gowents and their local enterprises
concluded “there are yet no clear standards abbat i legitimately the provincial
government and enterprises share of industrialtgfdiValder,1992: 331). As a result, a
classic bargaining relationship between the progirgovernment and an enterprise is
formed under this particular institutional settittgs only out of the bargain process that a

“fair” determination of these matters can be redche
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The enterprises that enjoy the best bargainingipasare the ones on which the
cities/provinces depend upon substantially forsingply of scarce inputs for local industry.
These enterprises can also acquire substantialr@sotibargaining power when they have a
good international reputation or become a leadermdrticular sector. In contrast, the firms
enjoy less advantageous bargaining position whein pinoducts become less “useful” for
local industrial integration. Or their internatidmeputations are deteriorating for various
reasons. The case study of Suntech is a clear dgamow its bargaining position with the
Jiangsu provincial government shifted from extrgnaglvantageous to powerless when it

was no longer seen in a positive light by bothrimiéional and domestic investors.

Suntech, the Chinese solar panel maker, was oneraanple of the country’s phenomenal
prowess in RE. According to its own introductiofgiinded in 2001, the Company rose to
become the world's largest solar panel manufagthyesales, in a decade” (Suntech Website,
2014). In the early years of Suntech, it was tikatea role model for non-state owned
enterprises by its provincial government, Jiang$ie New York listed company had

attracted much attention both inside of the rendsvaigustry sector as well as from investors
in financial institutions globally. Suntech’s eadyccess originated in China’s nascent

understanding of solar energy in the beginnindneffiwenty First Century.

The Jiangsu Provincial government realised theraous potential of the solar industry and
were fully aware of the determination of the ceing@/ernment to develop RE. Therefore, as
the Chinese media reported, “it offered its stratdiscal and policy support to facilitate
Suntech's ambitious business plans” (Beijing Ydughwspaper, 2013). By doing so, the
Jiangsu authority asked Suntech to transfer 1086 ¢btal operating profit as part of

provincial GDP incomes between 2001 and 2005, wiviah a very low ratio compared to
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what other local enterprises had contribttebid). “Such a low ratio almost certainly came
with strict conditions attached, and the Jiangstegament acted as one of the minor
shareholders of Suntech through a state-backedtmeat agency, the so called ‘Wuxi
Guolian Development Co’ (Global Entrepreneur MagazZ013). This investment agency
acted as a representative of the provincial govemirno intervene in Suntech’s business
operation consistently throughout the years evengh it was only a minor investor in a

consortium of investors.

According to Suntech financial records in the FmahYears of 2001 to 2005, “the Wuxi
Guolian Development Co. had indeed upheld only b@%tal operating profit from

Suntech” (Suntech 2006). Meanwhile, the Jiangshaaity issued a special policy document
that offered direct tax concessions to all solavgromanufacturers and equipment producers.
Suntech was amongst the main beneficiaries ofptblisy and expanded rapidly under those
preferential treatments (The Jiangsu Provincial€oment 2006). Further to this policy
document, as some Chinese media discovered, anthtwasonfirmed by my interviews,

“the authority also made local branches of Chirgustrial & Commercial Bank and China
Construction Bank issue five years loans for Surisgeuropean expansion as well as
facilitating its initial public offering (IPO) orhe New York Stock Exchange (Xinhua,

2013a}*".

In addition, the Jiangsu authority also utilisedatvn political network to convince the China
Development Bank (CDB) to offer long-term loangund Suntech’s overseas expansion.
According to the usual practice of the CDB, “it d¢e only offer such loans exclusively to

the SOES’ overseas acquisitions,” yet it was wgllia make an exception to Suntech due to

126 | used Andrew Walder's comparison in ratio h®valder, 1992: 305), also proved by interviewshittdustrial expert
at Suntech as well as media sources referred , 213
127 Interviews with a staff member at Suntech Aug@@43, Beijing
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the Jiangsu government's intensive lobbying anlingiless to act as a guarantor (CDB&
Xinhua, 2013a). With a flurry of political supp@md generous credit from state owned
banks, “Suntech jumped into the league table aitepglobal solar panel producers by

sales” (Sydney Morning Herald, 2013).

In September 2006, Beijing and Brussels signed ‘Hbling Plan for China-EU
collaborations on Climate Change and RenewablegyhdPart of the Plan was to “promote
Renewable Energy development at the provinciallléi=A 2006). According to the Plan,
those provinces that began to develop RE technolagyd receive fiscal support from both
the EU as well as the central authorities in BgijiBeijing treated the provincial
engagements as part of the successes in the aaltal@opartnerships between China and the
EU. This was largely because Beijing expected pha¥incial participations in RE
collaboration with the EU could generate more safisdl outcomes both economically and
politically. The Jiangsu authority, like any otl@&hinese province, was keen to be part of the
collaborations in order to obtain fiscal supporteedl as to demonstrate its political loyalty

by following Beijing.

Inevitably, Suntech had become a role-model enteFpinat could carry out the actual
operational activities of the collaborations. le fhrocess of bidding for participation in the
overall Sino-European collaborative framework, ganencountered many strong provincial
competitors, mainly from the other resource ricbmpices such as Gansu and Inner
Mongolia. According to interviews with staff membeat the Jiangsu Provincial government,
it came up with three existing unique advantagasgiu possessed in order to facilitate

better collaborations.
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Firstly, “Suntech, as a home grown Jiangsu enteggrad been successfully listed on the
New York Stock Exchange in 2005, and eventuallyob@e an international leading player in
the field of RE*?® Secondly, “Jiangsu had already facilitated aemsite industrial supply
chain to develop RE, from equipments manufactutenglectricity transmission networks”
(People’s Daily 2013a). European partners couldimige their industrial efficiency by
utilising the existing supply chain, while theirmpetitors had to build their supply chains
from scratch. Finally, “Jiangsu is a coastal proeinvith a relatively high GDP per capita,
and has the mature infrastructure network needeéeéwelop all sorts of hi-tech sectors”
(Ibid). Beijing was convinced, and in the followitigee years, the governor of Jiangsu
participated in all forms of China-EU High-leveldloagues on Climate Change as well as
visits to Brussels to further discuss the collaboreplans. Suntech, as one the chosen
enterprises, had indeed expanded rapidly in Eudased on its own press releases, it
established its European laboratory and collabdraith other European enterprises in
France, Spain and lItaly on the latest models @rgmnels (Suntech Website 2007, 2008,

2009).

However, despite its rapid international expansiumtech’s profitability stagnated between
2005 and 2010 (Financial Times, 2013b). This wegelg due to intervention from the
Jiangsu Provincial government on some of Sunté@ysusiness strategies. Suntech could
not always refuse the “advice” from its local auttyoas it was the main beneficiary of a
range of tailor-made policies. As referred to ie\pous paragraphs, the local authority has
enjoyed the ultimate autonomy in setting certaings of products where other local
enterprises require these products as productideriais. Given the unprecedented success

of Suntech, “the Jiangsu provincial governmentndel to integrate all local solar

128 Interviews with a staff member at the Jiangseegnment, November 2012, Paris
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manufacturers and to create a Jiangsu high-teatsindl complex” (The Jiangsu Provincial
Government, 2006). By doing so, the Jiangsu govemrauthority would fulfil the policy
targets made by the central government on devejdpir Even better, Jiangsu would serve
as a role model for the rest of the country adrihv-runner for the national RE development

campaign.

Suntech, as the key player in the solar industppluchain worldwide, was expected to
follow the provincial government’s policy agendiawhs therefore asked to keep its solar
panels’ prices below the international market wiceorder to reduce other solar
manufacturers’ production costs. As my interviewaaggested, “Suntech was in strong
disagreement with the local authority and arguedl 8untech as a public listed company

should focus on profit maximisation rather thanpring other local enterprise$®.

Meanwhile, Suntech was in the process of establisits European strategic partnership in
collaborations with Conergy AG, a local Munich sglanels producer (Suntech Website
2007). Given its low profitability over several ysaSuntech urgently required the financial
backing of state owned banks back in its headgrsairidaVuxi, a city in Jiangsu province. On
the one hand, the Jiangsu authority was furiodsamn of Suntech'’s reluctance to keep its
solar panel prices below the market price. On therchand, the local government wished to
have Suntech’s contribution to fulfil its policyr¢get of developing RE. As a result, “relevant
local governmental departments came up with a ¢éoaalition to Suntech, which was to keep
Suntech products prices below the internationaketgsrices and to ask all nine state owned

banks in Jiangsu to offer cheap loans to Suntewh #007 onwards™° With cheap credit in

129 Interviews with staff members Suntech, Beijinggst 2013
130 Ibid
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easy reach, Suntech agreed this Faustian packawitkibly entangled itself into the Sino-

European solar panel dispute three years later.

In addition to price controls, “the Jiangsu auttyohad also utilised its autonomy to adjust
the ratio of Suntech’s financial contribution te tprovincial investments which would boost
the local GDP growth” (Beijing Youth Newspaper 2D1Between 2007 and 2010, the
Jiangsu authority requested to increase Sunteiciaadial contribution to the total local
taxation revenue of the province from 10% in 20®1%% from 2007 onwards. The Jiangsu
authority argued that it had promoted Suntech botitome and abroad extensively, and
would expect Suntech to make its “long overdue™tabation in return for the series of
political and fiscal support it had receivéd Suntech initially agreed with the new
percentage of contribution and continued to inWtixi Guolian Development Co.” to act

as the representative of the Jiangsu authorityheroard of its shareholders.

As Suntech’s profit stagnated, the management teahsed that “it was not financially

viable to contribute such a great proportion ofrapag income to the local authority.
Therefore, Suntech managed to buy back the equited by “Wuxi Guolian Development
Co."%2 As pointed out in both my interviews and the Chinenedia source, such a tactful
purchase became a turning point of the once andagakldtions between the Jiangsu authority
and Suntech (International Financial News 2013 Jilangsu authority realised that Suntech
was no longer in need of its support to expandatéand afar. This in turn indicated that
Suntech was no longer willing to serve as an dffectehicle for the Jiangsu authority to

fulfil its policy targets and expand its provinc@DP.

131 Interviews with a member from Jiangsu Proviineyember 2012, Paris
132 Interviews with staff members at Suntech, Bgjj#wugust 2013.
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While Suntech was in the process of expandingkumpe, China experienced the euphoria
of embracing RE technologies between 2007 and 201#pid solar expansion in China was
fuelled by cheap credit from state owned banks,rasdlted in a glut of capacity. “By 2012,
the Chinese solar sector produced more than hé#ffeofvorld solar panels” (Financial Times,
2013b). However, based on some experts studidackied sufficient installation capacity as
well as an appropriate utility network to transelgctricity generated by various solar farms”
(EC2, 2012: 26). This overcapacity resulted inghenging of solar panels prices both inside
China as well as worldwide. The excessive quapfilgolar panels made Suntech lose its
trump card when it came to negotiations with tledsu authority. Solar panels, once a high-

tech and exclusive product had become widely aviailaverywhere in China.

The Jiangsu authority was no longer pursing itscgdarget to establish an integrated
production chain of solar industry in the regioy. 212, Brussels began to pursue its
controversial anti-dumping and anti-subsidies itigasions on solar panel exports from
China. Inevitably, Suntech, LDK and Yingli, thre@jor players in the industry were accused
of price manipulation in order to take over the @hgan market, and the Chinese government
was, for its part, blamed for offering subsidiesehhdistorted the European solar market.
Against this background, “Suntech had to withdreanf its existing collaboration with
Conergy AG to develop super thin PV panels”, aatmrative project that Suntech was once
proud of, and through which Suntech had expectegther with its German partner, further
fruitful collaboration (Suntech 2013). The entirkikese Solar panel sector was coming
“under renewed pressure from the central governmagencies, such as the NDRC, and the
Ministry of Industry and Information, and other @stors, to cut overcapacity and turn round

losses” (NDRC 2013c, China Securities Journal 2013)
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As shown above, Suntech had long suffered fromitpstdgnation under the price control by
the Jiangsu authority. The symptom of overcapauity the EU anti-dumping & subsidies
investigations caused Suntech’s share price tdvaresarly 2012. Even worse, “the Jiangsu
provincial government withdrew all existing polisypport and ordered the relevant banks to
cancel all loans in support of Suntech by June 283 2rhis was largely in order to follow
Beijing’s order to restructure the solar industihe provincial government must withdraw
and discourage new investments in local solar egeit manufacturers”, according to the
NDRC announcements (NDRC, 2010a, 2011b). Eight hsolatter, Suntech announced on
18" March 2013, that its primary subsidiary in ChinasWacing insolvency. “Suntech
became the most prominent foreign-listed Chinesepamy to end up in a bankruptcy court”
(Financial Times, 2013c). According to the finaheexord of Suntech in 2012, “it had
USD847mn of gross debt maturing during the Fountlar€@r of 2012, but only USD 168mn

of cash to hand at the end of August 2012” (Sung&ds).

With this staggering amount of debt, “the Jiangsavimcial government stepped in and
asked the nine state owned banks as creditorsyteeclSD1.4bn of gross debt”(Economic
Observers 2013), and the state backed investmentgagWuxi Guolian Development Co.”
was appointed as the transitional body in chardggusitech’s bankruptcy (Economic Daily
2013). Suntech’s bankruptcy cast a long shadow tneentire Chinese solar sector. Other
solar manufacturers are “set to follow the lea&uwoifitech as the industry enters a difficult

period of consolidation and adjustment” (Finangiahes, 2013c).

Unlike the Chinese SOEs, enterprises like Suntea¥e little bargaining power when they

come to negotiate with their respective provingaernments. The SOEs are able to

133 Ibid
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negotiate with the central authority more or lessle same level due to their bureaucratic
status in the government and their personnel rgnkithin the CCP. Companies like Suntech
rely upon the provincial authorities’ fiscal andipoal support, and have never acquired a
strong bargaining position even if the provincialgrnments need to have their participation
in certain policy execution processes. Suntech’ikhgptcy thus sets a striking example to
illustrate how much power a provincial governmeas im hand to dictate a blue-chip
company’s business plan. Such dictation was nadan plausible business considerations.
Rather, the company served as a convenient vebicfalfilling the provincial authority’s

policy targets and to generate sufficient inconeesdost the provincial GDP growth.

Within the context of Sino-European collaboratioompanies such as Suntech were
promised as role-models for the two sides’ coopamaHowever, Suntech’s business
expansion caused more controversies than botmBeijnd Brussels expected. The reasons
for contentions were two-fold. Firstly, Suntech veasublicly listed company, with an
ultimate goal of profit maximisation. Due to itgrd innovation plan, it no longer performed
a role of “catching-up” with its European compattorhe process of “catching-up” had
often generated sound collaborative ties betweevib sides in the past few years, as
observed in the Sino-French collaborations on thierclear sector. By contrast, most
Chinese solar panel manufacturers have had stiegpegpdity to compete with their European
peers. As a result, the prospect of collaboratias {argely undermined by China’s sweeping

success in the global solar industry.

Secondly, some crucial business decisions at copéake Suntech, were greatly influenced
by its respective provincial authorities for vasaeasons. Enterprises often find it

impossible to “refuse advice” from the local auities. In the case of Suntech, it was the
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Jiangsu provincial government’s political decistormanipulate solar panel prices. Suntech
had consistently refused to keep the prices bel@nrtternational market price. As a result, it
was under renewed pressure to follow the guidarmee the local authority as a condition for
the receipt of generous loans from state ownedsdbie to its profit stagnation, Suntech
had no other alternatives to finance its globalaegions besides the cheap credit offered to it
by those state banks. It was therefore lockedantiwious cycle of lowering the prices of its

products in order to obtain cheap credit.

As pointed out by Chinese media, “Other solar camgsain similar size, such as Trina and
Goldwind, had followed the same route with thesprective local authorities regardless of
the correctness of such a decision” (Beijing YaNdwspaper 2013). Therefore, they had
inevitably entangled themselves into bitter spaty solar panels with the EU. To this extent,
one can argue that the provincial governmentstipaliand irrational decision triggered the
Sino-European solar panel dispute. Their autonandydtate prices was a reflection upon
China’s unfinished market economy reform. Theii-amtrket decisions had truly dimmed
the prospects of future collaboration. As pointetia the beginning of this section, the Sino-
European collaborations on RE, like any other aoéasllaborations, are thus determined by

various stakeholders, not just by Beijing and Belssn their own.
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Conclusion for Chapter Five:

In conclusion, this chapter has treated Chinese companies; both the state owned enterprise
(SOEs) and non-state owned enterprises as analytita. As outlined in the Introduction to
this chapter, it is of vital importance to undenstdhe relations between the Party and the
SOEs, the interactions between the SOEs and theterstitutions as well as the
relationships between the provincial governmenttande non-state owned enterprises. By
doing so, it will provide us with insights into tkecision making processes of the Chinese
energy sector and its foreign affairs. This in thefps us to understand the motivation of

each stakeholder in determining Sino-European Righmrations.

This chapter concludes that: firstly, after thiygars of economic reform, the Party has still
retained tight control over personnel appointmenis certain business decisions of the

SOEs, even if the energy decision-making has uerg process of fragmentation.

Secondly, unlike conventional wisdom, those en&@¥es are not as powerful as some
scholars claimed when they come to participateaijifg)’s national renewable campaign.
The enormous power that they possess in shapinfigsbi fuels sector is largely undermined
by the complex institutional settings amongst theti@al bureaucracies, which participate in
making renewable energy policies. Some SOEs tleat@ecialising in renewable energy,
such as the CGNPC, have utilised well their exosati expertise in civil nuclear industry,
and successfully persuaded the ultimate decisiokersdo adopt policy options they have
long desired. The CGNPC's successful collaboratitimthe French has exhibited the
importance of SOESs’ persuasions which have a damedtmajor impact upon Sino-European
collaboration on RE. It is true that one of theethmajor oil giants in China, the CNOOC

suffered from its economic misfortune and entangkeslf into inter-departmental conflicts
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during the process of expanding its renewable liritad not only rendered itself into great
financial difficulties but worsened the prospecfutfire cooperation with other European
partners. To a large extent, one can concludeptirés$ of the Sino-European RE
collaborations were determined by the extent tactviine corporate interests of the SOEs

coincided with the relevant ministries and vicesaer

Last but not least, the non-state owned enterphadglenty of opportunities to participate in
the collaborations. Such participations in natideald projects have been rare occurrences in
the past. This was largely due to the nature oféhewable sector being driven by
technological innovation, something in which thes¢erprises enjoyed a steep competitive

edge when compared with the SOEs.

However, their participations in the collaboratidr@se hardly made much of a positive
contribution, but have instead caused contentiodsbétter spats between Beijing and
Brussels. As the latter part of this chapter shalese enterprises are mostly influenced and
encouraged by their respective provincial governmdaring their participations in any
international collaboration. The provincial govemrmis have still retained the autonomy to
indulge in price manipulations of certain produetsd financial resource distribution for
enterprises. As a result, non-state owned compangeo vulnerable to bargain with their
respective provincial authorities. Losing such lbarmg could undermine their potential to
access tax concessions, bank loans and other fat@ssistances. Consequentially, these
enterprises have little choice but to follow whateis initiated and asked of by their
provincial authorities. In the case of Suntech atiér solar panel manufacturers, they

accepted the price manipulations and inevitablpived themselves in the China-EU solar
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panel dispute. Ultimately, their acceptance of ¢h@sce manipulations failed to bring any

extra commercial advantage and instead triggengdefiufinancial hardship for themselves.

As observed above, the quality of RE collaborabetween China and the EU is not
determined by the political willingness of govermitgeon each side, but is largely shaped by
the behaviour of each stakeholder. In particulathBeijing’s energy policy formation and
foreign policy making have undergone a processagfmhentation, which offers plenty of
opportunities for each stakeholder to play a megte in shaping final policy outcomes. Each
stakeholder can either facilitate or undermineSh®-European collaborations, according to
its preference. The Europeans realised that thebmohtions with China had become far
more intricate than Brussels and the Member Statdsat first expected. The next chapter
will shift the focal point to Europe and examinanhilie Europeans responded to changes in

Chinese energy policy and external affairs.
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Chapter Six: A Fragmented European Union’s Responseto the Chinese
Governmental Apparatus and Corporate Sector duringCollaborations on
Climate Change and Renewable Energy

Introduction:

After analysing the roles of both the Chinese goment and Chinese companies in
collaborating with the EU, this chapter will shtfie focus of the thesis to the European
Union. It aims to investigate to what extent a in@gted EU responds and adapts to changes
in Chinese foreign policy, and energy policy makiAg stated in the analytical framework
section, in Chapter 1, this chapter will examinertibe EU adapts to changes in the priorities
of Chinese foreign policy as well as the shiftghe balance of power amongst the relevant

Chinese stakeholders.

While doing so, this chapter will not treat the B a singular analytical unit or foreign
policy actor. Instead, in the first section it wilvestigate the responses of the EU institutions
to the Chinese central institutions during theitlatmrations on tackling climate change
(CC). This chapter will also observe the varioug/sven which the EU member states (MS)

respond to changes in Chinese FP towards specdicidual European countries. Thehe

final section will consider the motivation and beiocarr of large European companies in
determining joint renewable projects with both @l@nese government and their commercial
partners. In brief, this chapter will have threalgtical units, namely, the EU institutions in
Brussels, the MS and European companies. Eachesé thnalytical units is not static, and
their individual responses to change have triggefethges in the policy making or shifts in

the commercial strategies of the other units.

Neither the EU nor China is still embracing the leanm of the so-calledComprehensive

Strategic Partnership after the failures to overcome two stumbling bloos their
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relationships: the Market Economy Status and thesAEmbargo. As argued by both veteran
diplomats and academics in the field, both Beijamgl Brussels realise théthey should
focus on what they can achieve rather than whatakpired to achieV&*. Surely, the EU is
deemed to be a global champion for tackling climet@ange (CC) and innovator for
Renewable Energy (RE). Whilst China has sufferethfa severe environmental crisis after
many years of economic growth fuelled by highlylgirg industries. Climate Change and
Renewable Energy have become twin areas in whekwth sides have had huge potential to
achieve concrete results. However, despite thealeec”Strategic Partnership on Climate
Changé, the two sides have not generated the greateewagrdcloser collaborations that they

expected.

In the previous chapters considering the Chinede sff the partnership, this thesis has
explained several of the different reasons whydl&borations have been undermined. So
in this chapter it is one’s intention to explaireske unsuccessful collaborations which were
driven by Brusselsinstitutional constraints as well as the Urimomisunderstanding on
Chinds intentions and policy measures on CC and RE.n&i@ reasons for the failure to
achieve greater cooperation are fourfold. Firsthe EU is renowned for its complex
bureaucratic system and is now facing a partnerchviias established equally intricate
bureaucracies. The EU has lacked the sufficienitii®nal capacity to recognise the shifts
in the balance of power amongst the Chinese gowemtah departments and to adapt to

changes in the Chinese policy making system.

Secondly, the EU treats Climate Change as a tridnsahissue and believes that RE should

develop through market forces. However, as a nurmbscholars demonstrated, China treats

134 Interviews with Robert Cooper 2013, Wu Jianmihi2@nd Francois Godement 2012
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tackling CC as a domestic priority that should abways be resolved by multilateral
negotiations, but sometimes rather “through thafoecement of effective domestic policy
measures’(Heggelund, 2007: 168; Lewis, 2008a: 158). For RE, Beijing believes that the

government should offer more policy support anddisubsidies to the industry during its

nascent stage.

Thirdly, the EU institutions and the EU membersédhaeen in serious dispute over how they
collaborate with China. In particular, the EU meimsbare puzzled and in disagreement, with
Brussels and amongst themselves, on how they shauldle the political spats with China

on the one hand, and how to embrace economic appbes on the other.

Finally, the European companies are financiallyepehdent from both the EU institutions
and their respective national governments. Thealggm collaborating with both the Chinese
government and Chinese companies have sometimesimeentradiction with the aims of
the EU governments. In the meantime, the Chinesgaaies have rapidl§caught ufy on
the technological edge of their European peers. rEtetionships between the European
companies and their Chinese counterparts haveedhitbm a“pupil-tutor’ partnership to the
companies becoming strong competitors against nathar. As a result, an area of potential
collaborations has become an area of intensive ebtigm and bitter spats. This has not
corresponded to the E&Joverarching goal of developing a collaborativetrship with

China.

In the light of the above, this chapter will useesal case studies to illuminate how each unit
respond changes in the Chinese energy and foregjoypmaking. By doing so, it will

answer the ultimate research question of the thémisis“To what extent are Sino-European
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collaborations determined by a diverse array @rggts from multiple actofs
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Section 6.1 The Role of the EU Institutions in Detenining the Sino-
European Collaborations on Climate Change and Reneable Energy

This section seeks to discuss the role of the Bisdsased EU institutions in shaping the
Climate Change (CC) and Renewable Energy (RE) mmiiion outcomes with Beijing. In
particular, it will discuss the extent to which tbemplex bureaucratic politics amongst the
EU institutions have undermined the prospect oitftricollaborations with China. It will
also examine the extent to which the EU institigidmve understood and responded
effectively to the equally complicated decision-mgk process within the Chinese
governmental apparatus in the fields of energyfareign affairs. This section also intends to
address the shortcomings of the current literaturevhich most scholars on the topic treat
Sino-European collaborations as bilateral coopamatiTorney&Biedenkof,2013; Men,
2014; Berger et al, 2013). Instead, this section will argue that treating Sino-European
collaborations as bilateral misinterprets the retfrtheir collaborations. Instead, as previous
chapters of the thesis have already demonstratem-Eiropean collaborations are
determined by their multilateral nature and theolaement of a diverse range of actors. This

is also the hypothesis of the thesis.

This section will treat each relevant EU institat@s the primary analytical unit. It will draw
on what Simon Nutall argued was the fundamentakdlaf the Union, which are the
“horizontal inconsistency, institutional inconsistgrand vertical inconsistentyto illustrate
that China-EU collaborations are shaped, and neggtiaffected by the bureaucratic politics
in Brussels (Nutall, 2001:1). This section willstily examine the role of the relevant EU
institutions in determining Brusséloverall CC and RE collaborations with China. As

referred to in this thesis's Introduction chaptleis section intends to examine the relations

264



between the EU institutions and their Chinese canpairts. It will consider the existing
processes to deal with the Sino-European collalomstand analyse the intrinsic flaws of
having a fragmented collaboration framework. In fnecess of collaborating with China,
each EU institution has had its own specific departtal interests. Therefore, such interests
have inevitably reflected upon the outcomes ofBhks climate diplomacy with China. The
EU institutions have also been in conflict with thiember States, which this thesis will

focus on in the next section of the chapter.

Secondly, this section will offer a case study Il Sino-EU collaborations on developing
Clean Development Mechanism projects with the w@aiévChinese central governmental
institutions. Given a lack of understanding of Bwjs intricate energy policy making

process, the EU has failed to establish a morereahand effective collaboration framework
with the Chinese government. In the previous twaptérs, this thesis has extensively
discussed the intricate relations amongst the P#n government institutions and the
corporate actors in China. Their relations aregtatic but have shifted over time, and have
generated an ever greater impact on Sino-Europebaborations. However, Brussels has
responded badly to the shifts in the institutidoalance of power in Beijing. Their responses

will be clearly exhibited in the following case diu

1) The Symptom of“Inconsistency

There has never been a shortage of supply of E¢igiorpolicy literature which argues that
the EUs capacity to have a coherent foreign policy hanbargely undermined by Brussels
complex institutional framework, and a very slovcid®n-making process. This thesis echos
the views of these scholars and argue that thigpmnstitutional framework has been one

of key factors which prevent the EU from formulgtia coherent collaboration plan with
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China. Simon Nutall categorised the ‘Blihcoherence, or inconsistencies, into three reiffe
types, namely, “Institutional Inconsistency, Vertical Inconsistencgnd Horizontal
Inconsistency (Ibid). Each type of inconsistency has affected dtieer two. Regarding the
role of the EU institutions pursuing its climatgldmacy agenda with China, all three types

of inconsistencies have largely existed in theentrcollaboration framework.

In terms of institutional inconsistency, it refeis “when each individual institution has
become bureaucratic rivals” (Ibid). The resultiaghi of institutional coordination has been a
recurring symptom throughout the many years of theon's institutional development.
Based on a number of scholars’ assessments, “lbié PBbon Treaty aimed to improve the
institutional coordination at all levels acrossigas policy areas. However, so far it has made

limited progress on the subject” (Balducci, 2010: 36; Crookes, 2013: 640; Wacker, 2012).

Regarding the Sino-European collaborations on GLCRI, the institutions that are directly
involved in collaborations at the EU level are: the EU Delegation to China; DG Trade; DG
Climate Action (Clima); DG Energy and the European External Action Services (EEAS).
With a numbers of institutions competing for policyluence, the EW climate diplomacy
and collaborations with China have resulted in tmsurmountable bureaucratic challenges
for those institutions mentioned above: firstlye thck of institutional resources; the second
and related symptom, the lack of personal capaChg lack of institutional resources is a
persistent challenge to the EU when it comes tepng its climate diplomacy agenda with
China. This limited institutional resource has dilg triggered the shortage of personal

capacity when dealing with China.

According to the MOU of the China-EU Climate Chargjeategy Partnership in 2005, “DG
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Clima™°and the EU Delegation to China, are the two ppiaicbrganisations dealing with
Beijing in the areas of CC and RE” (MFA 2005). TE® Delegation has the chief
responsibility to coordinate with the Embassiesttd MS in China. This has inevitably
resulted in a huge amount of work for staff memlagrthe Delegation across all policy areas
dealing with the Chinese government. According tp interviews with its staff members,

they suggested thdive were overwhelmed by the workloads as we hadet dith the

Chinese government on the one hand, and the r&8t IS on the oth&t®.

In regards to Climate Change policy areas, deditssels' emphasis on the importance of
engaging with China, the Delegation has only hastqub one full time counselldt! and
appointed a part-time officer in charge of the aredhese two diplomats take full
responsibility for reporting back to Brussels amehlthg with the Chinese governmental
departments on climate change issues simultanedtiither of them is flueninh Mandarin;

but they are environmental science expéffs This lack of knowledge of the Chinese
language has certainly undermined their abilitganige, and to respond to, the latest policy
and bureaucratic shifts in the field of energy amyironmental protection in China. As
described in the previous chapters, the NDRC aedggrrelated ministries mainly consist of
Chinese speaking officials. The EU Delegation staémbers have found it almost
impossible to establish personal contacts withcaffs at the NDRC and the other relevant
government bodies without a working knowledge of fhnguage. Yet having personal
contacts, and good working relationships, are atutm getting certain European projects

endorsed by Chinese officials.

135 It is used to be DG Environment taking the laad was shifted to newly established DG Clima ih®0
136 Interviews with two staff members at the EUddeltion in Beijing, August 2012

137 Not a ministerial counsellor but counsellodigtsion level

138 Interviews with a staff member at the EU DelegaiioBeijing, August 2013
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Moreover, generally the staff members at the Deilegawill shift to other diplomatic posts
every 36 months; and this rule also applies to those two members dealing with climate

diplomacy®’. As a result, they have not had much determinatimunderstand, and to
investigate, the complexities of the Chinese enguglicy-making process and related

outcomes.

Beside these institutional constraints and persorapacity, the EU Delegation also faced
challenges from the Embassies of the MS, which hdear and well-structured climate
diplomacy agendas to pursue in China. These cligkerepresent the vertical inconsistency
between the EU institutions and the MS. The Delegahas the power to coordinate the
activities of the MS Embassies. However, it is not equipped with sudhciauthority to
prevent the MS from exploring opportunities for €@laborations with Chinese companies

and governmental institutions individually.

According to my interviews, and NDRC documents tiseo MS Embassies in Beijing; the
British, the German, the Danish and the French esibsa in Beijing have “appointed at least
two counsellors or First Secretary level and abaffieers to work on CC and RE areas with
the central governmental bureaucracies, as wglf@agncial governments”’( NDRC, 2009a).
Their diplomatic posts on CC and RE in total haccady exceeded the numbers of the
diplomats in the same policy domains in EU Delemai For example, “the British
Consulates in Chongging and Guangzhou have oné $@wretary respectively, who both
focuses on environmental issues within the redf@h§GOV.UK, 2011:1). They actively
participate in all governmental-led conferences aodkshops related to energy-saving and

carbon reduction. Also, they work together withestdepartments of the British Embassy in

139 Interviews with Dr. Markus Ederer, the Ambassaaf the EU Delegation to China, August 2012
140 Information on First Secretary was obtainedfinterviews with FCO officials at the British EmbgasAugust 2012,
Beijing
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Beijing to seek business opportunities betweendBriirms and Chinese partners (lbid, 3, 4).

The MS Embassies have not only carried out climate dipmaith the Chinese
government, but they have also actively engagel thi¢ Chinese SOEs on the subject. For
example, pointed out by both a SOE employee anctiach diplomat;the French Embassy
has hosted bi-monthly seminars with carbon experterder to invite the relevant staff
members at the Chinese energy SOEs into joinirténdiscussiorts*’. With such intense
competition from the MS, the EU Delegation has lgubeen constrained by its institutional

and personal shortage in pursing the overallsillimate diplomacy agenda with China.

Back to Brussels, the DG Clima faced similar chgles as the Delegation encountered in
Beijing. DG Clima was established in early 2010withe aim of representing the EU at the
UNFCCC international climate change negotiatiossyall as to pursue the EU 2020 carbon
reduction target” (EP, 2009). However, due to ix¢emal focus it has been exclusively
concentrated on pursuing its own agenda and attorong the process of the UNFCCC

negotiations. It seemed to spare no extra ingtihali capacity to engage with the world's
second largest carbon emitter, China. This lacknsfitutional capacity was echoed by a
scholar, theré‘appears to be little acknowledgement of the vaha tould be gained by

devoting addition resources to sustain bilaterdtemch with key third countries such as

Chind (Dorney, 2012: 10).

During the research process, it was rather diffitmifind an interviewee and to schedule an

interview with staff members at DG Clima. As a fgsuinterviewed the First Secretary who

141 Interviews with CNOOC employees, confirmed by Fnench Ambassador to China Sylvie Bermann Auguks 20
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was responsible for work on CC issues at the Chifesegation to the E%. She had a few
direct contacts and exchanges with senior staff beesnat DG Clima. Her views could
complement my lack of primary source from the D@r@l in order to support the view of
institutional incapacity in dealing with China. Seieggested th&#DG Clima treated tackling
climate change more like a scientific innovationbaon rather than a strategic outreach
where the EU could utilise political capital to iease its global impact. The international
climate change negotiation was complex and sotfaras difficult to convince developing
countries. Yet, DG Clima would not spare extra gne¢o win diplomatic support from other

important countries, such as China and Idfa

From the DG Clima website it is clear that “DG Céirwas also heavily involved in building
consensus on CC policy with the 28 Member Stat€&G (Clima), which have always
expected some different, and generally self-intecegpolicy mechanism to curb emissions.
In addition, “DG Clima did not send any staff memshto the EU Delegation in Beijing to
carry out the overall EY climate diplomacy with Chind**. This lack of personnel
appointments also demonstrated that DG Clima wasaqupped with adequate resources to

perform its task as chief executive of the’&tlimate diplomacy to Beijing.

DG Clima has not only suffered from a lack of itgtonal capacity in dealing with China,

but its role as the chief executive of the’&dlimate diplomacy was also strongly challenged
by other institutions in Brussels. DG Clitaahallenge was patrtially driven by a fragmented
China policy that the EU had carried out for mamang. Since the late 1990s, the EU had

conducted policy dialogues in almost all policy ameacross different levels of the

142 Interview with a staff member at the ChineseeBation to EU, Brussels, November 2012
143 Ibid
144 Ibid and interviews with a staff member at Eldgjation to China, Beijing, August 2013
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government apparatus within China. However, it sskmather difficult to measure the
success of such dialogue apart from its sheer fiyaAs some scholars assertéthe EU
measured the quantity of dialogue as success,heotjaality (Holslag, 2011: 296). The
proliferation of dialogues has characterised thésBEChina policy and triggered a sense of

fragmentation amongst policy areas.

In the cases of CC and RE, Brussels and Beijinglaadched either ministerial or bureau
level dialogues in the areas of Climate Change,rdgmneEnvironment, Forestry, and
Sustainable Urbanisation, “which was added in Fatyr@012” (EC, 2012b). With diversified
yet inter-linked areas of dialogue, the DG Climaasly responsible for the annual
ministerial-level of Climate Change Dialogue, witlhoparticipation in other related
Dialogues. For example, according the official doeat from the Commission, “only DG
Energy involved in the China-EU Energy dialoguetheut participation of other DGs, even
if the contents of those policy dialogues were mretated to what DG Clima was familiar

with (EC, 2005b).

In the process of dialogue formation and post-diaéopolicy execution, DG Clima is mostly
challenged by the EEAs and DG Trade. The EEAsascthef foreign policy executive body
in Brussels. It considers that CC and RE collabonatwith China should be in accordance
with the EUs broader engagements with China. According tosmelar’'s assessment, the
EEAS holds the view th&DG Clima should be equipped with greater flexigiiit terms of
carbon reduction calculations or other technicahitiee when it seeks to work with Beijifig
(De Matties, 2012). For example, during the 2009-&tna Climate Change Dialogue
before the UNFCCC took place in Copenhagen, then€3lei authority represented by the

NDRC suggested thdtChina would only calculate carbon emissions in germh carbon
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intensity per square meters”(NDRC, 2009b). While Bfima delegates asserted “such a
calculation method was inaccurate, and that Chioauld follow the EUs steps to calculate

emissions in terms of tonnes per yé&r

Besides what the Chinese participants had suggdbe&EAS officials also asserted théat
would be useful if both sides achieved broader ensigs to put the EU as Chisigrimary
partner to curb carbon emissions. The precise measnt could be discussed at the next
dialogué¢*®. However, DG Clima appeared to reject the EEAsgestions and “openly
criticised Chin& unwillingness to contribute to emissions reductiat UNFCCC
Copenhagen in 2009” (Carraro& Tavoni, 2010). Theisibn between the EEAs and DG
Clima shows the lack of coordination amongst the igstitutions. To this extent, it also
illuminated that the persistence of one singleitusbn could hinder the overall Sino-

European collaborations on CC and RE.

Despite DG Clim& disagreement with Chitsameasure of carbon reductions, according its
own management work plan, “DG Clima has playedtlerapositive role of introducing the
latest technologies on curbing emissions, and rabwvenergies, to China” (DG Clima
2014: 4). However, the DG Clifgenthusiasms and initiatives were largely chabenigy

the DG Trade, which was deemed as the most inflienstitution in Brussels in terms of
the EU-China relations. In previous chapters, tinesis made in-depth analyses regarding the
DG Trades antagonistic approach to the solar panel dispitteChina, and this case was not
the only dispute that the DG Trade launched infiglds of CC and RE. In 2010, DG Clima
intended to introduce Carbon Capture Storage (G€&)nologies to several the Chinese

State Owned utility companies. “This project wast ph the Commission funded EUR 7mn

145 Interviews with Su Wei, at NDRC, Beijing Augustl20
146 Interviews with a staff member at the EEAS \phdicipated in the dialogue, Brussels November 2012
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projects to collaborate with China on CC and RE” (EC 2009a; Ibid 2009b). However, DG
Trade was at odds with DG Clima on the subject tluencreases in IPRs violations
complaints from the European companies. As onelachommented, DG Trade was “one of
the major opponents against DG Climiaitiative of introducing CCS technology to Chfna
(Holslag 2010:123). The Trade Commission insisteat 100% technology transfers would
receive no Intellectual Property Right protectian China, which would subsequently

endanger European companies in this particularsimgu

According to my interviews with a staff member & Drade and several others at European
think-tanks, DG Trade surely spoke on behalf ofEleopean companies which were leading
worldwide players in terms of CCS technology. Hoameynore importantly;DG Trade had

its own departmental interests in opposing the @&Bnology transfers. By opposing this
particular project, DG Trade could use the CCSneldygy transfers to negotiate with China
on many other long-standing trade and investmexntess such as the European companies
market entry barriers, and changes in governmeomtaturement criteria to favour the
Chinese domestic manufacturéfs. As a result, DG Clima made a concession to D@dra
by only offering China the CCS technology withoatyktechnical details being transferred.
As a result, the NDRC and the Ministry of Sciencel &echnology and Innovation were
furious with the difference between what the EU @Gussion promised to offer and what it

actually offered.

4) The China-EU collaborations on projects under the &an Development Mechanism
After revealing the institutional incoherence abaves section will offer some examples of

Sino-European collaborations under the Clean Deveémt Mechanism (CDM) to illustrate

147 Interviews with a staff member at DG Trade diké&rixon at ECIPE, November 2012, Brussels
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the extent to which the EU institutions have laygililed to understand Beijirg policy
objectives, and changes in the process of Chiaaergy and foreign policy making. Such

insufficient understanding has hindered furthertfiuli collaborations between Brussels and

its Chinese counterparts.

The CDM is one of three Greenhouse Gas (GHG) eomssieduction schemes established
under the Kyoto Protocol. “The CDM allows the caiet listed in Annex |, which are
mostly developed countries, to invest in GHG emisgieduction projects in non-Annex |
countries that are mostly developing countries” RINCC). “Investing in CDM projects
allows the developed countries to claim and to arge Certified Emission Reductions
(CERS) to help them to achieve binding emissiorucédn targets domestically. The CDM
also facilitates the developments of renewable elmtate technologies in beneficiary
countrie$ (IBRD, 2000). Initially, China treated the CDM with great suspicion and
considered that launching energy-efficiency prgectder the CDM could reduce the amount
of Overseas Direct Assistances (ODA) that Chinaeivexl from other countries and
international organisations. However, as schollseved,”China shifted its initial opinion
on CDM projects after the Marrakech Accords (Heggeland Tangen, 2003: 3, Heggelund,
2007: 180)”. And it is now “actively seeking to lige CDM as a crucial source for the

obtaining of cutting-edge technologies on RE andutto emissions” (Xinhua, 2009a).

As established by a Chinese media, “the EU has beerof the major supporters of Chma
participation in a numbers of CDM projects” (Ibid)he main reasons for the EJpositive
responses were twofold. Firstly from an externafspective, the EU fostered Chisa
understanding of carbon emissions and createdassplity of establishing a carbon trading

market in China. Such initiatives were seen as Ehks capacity in acting as a global
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champion to tackle CC. The EJactive engagement with China on CDM was alsowgi
under a broader framework of the Sino-Europeanegfi@ partnership on CC” (MFA 2005).
Secondly, and from a European perspective; forging CDM collaborations in China would
allow European companies using CER generated by Qibdjects to offset their already
over-subscribed emissions inside the EU. As a tethd EU initiated‘the EU-China Clean
Development Mechanismproject in April 2007 (EC 2007). “The EU agreed“fwovide
EUR2.8mn to introduce European and internationahddrds into the CDM projects

approval process, as well as the actual managevhém projects” (EEAS, 2010).

Projects under the CDM often take several montheven years to get approved. Such a
lengthy approval process has become one of maiciems of CDM. In the case of China,
the Chinese government “did not ratify the TreatyilltAugust 2002”, even if the Treaty itself
had come into force in early 2000 (NCCCQJhina’s Designated National Authority (DNA)
overseeing CDM projects was not established uiil42 And the State Council in Beijing
“did not give the final approval for the DN# overall management of CDM project until
October 20051bid)”. Chinds hesitance in participating in CDM stemmed frosncbncerns
about heavy foreign participation in the CDM prage@s a result, the Chinese government
made the CDM approval and management proce$saasfully crafted to heavily favour the
Chinese interests and control; and to ensure Chinese resources are protected” (Szymanski,

2006:2).

The Chinese governmésatextensive interventions and protectionist apgraacthe CDM
policy measures were later turned into a souragisgfute between Beijing and Brussels. For
example, in wind energy sector, the NDRC requettatt‘all turbine erected are subject to a
70% of local content requireméntNDRC&MOST, 2006); the requirement became non-
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obligatory three years later (NDRC 2009e). Sucligpemces certainly discouraged foreign
participation in joining the bids for some CDM pofs. As a result, responses from the EU
had not been positive to Chiesa protectionist approach towards the approval and

management of CDM projects.

During the ministerial dialogue in 2010, the EUnGuissioner on Climate Action openly
criticised that“the Chinese governmestlocal content requirements have not only gone
against the principal of bilateral collaboration @C, but also breached WTO rules
(Erixon&Razeen, 2010: 1). The Chinese authoritiasparticular the NDRC and MOST,
responded vociferously ttthe EUs one-size to fit all approathand asserted thdthe EU
and the other developed countries should bearidterical responsibility for the curbing of
carbon emissions, requiring total technology trarssfor the use of Chinese home-grown RE
equipment as being justifiet®Such views were also echoed widely across the Gaine

media (Economic Observer, 2011a; Xinhua 2012d).

The EU misunderstood that the Chinese authorityrtwdebnly relied on the CDM projects as
an important source of technology transfers, butemimportantly relied on the projects “to
establish home-grown, Chinese, climate and renenaichnologies industries, which would
accelerate China’s own industrial upgrade and emanmaeestructure” (NEA 2007). Beijing
intended to reduce their reliance on foreign invesits and technologies to achieve its
domestic industrial upgrade in the field of cleaergy technologies. Therefore, the Chinese
government had provided all kinds of subsidies fiswhl measures to promote the industry

as a whole.

148 Interviews with Professor Pan Jiahua, at CASgjuat 2012
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For examples, in 2012 alone, “the Chinese governmaid 1.4bn US dollars for renewable
subsides” (Bloomberg 2012b). As exhibited in Chagtand 5, the central government was
equipped with a great determination to build a cetitipe clean energy technology sector in
a shortest span of time, even if offering such &lies would not contribute to the healthy
growth of the RE sector. As some observers suggie€gfevernmental subsidies helped China
to become the world leader in wind-power, and atimegded USD30mn in loans and

subsidies is now spurring a massive deploymentotd#r gpanel energy” (European \oice,

2010).

Besides Brussé€ldissatisfaction with Chinese governmental subsitheRE sector, the EU
institutions are mostly concerned with violations lotellectual Property Rights (IPRS).
Indeed, as established by both expert interviend media reports, the Chinese central
institutions had executed various policy measuoemsure the relevant IPR protections in
clean energy technology sector; and “the desire to protect [PRs was strong at the central
level” (Xinhua, 2007)*. Yet, the EU institutions were not aware thatdkatral government
in Beijing had often found it difficult to force ¢hprovincial governments to execute an
endorsed policy mandate. This was largely becatifeecqpractice within the Chinese policy
implementation system. Brussels assumed that tlree&d policy execution was a clear and
strong“top-dowrf approach. In this case, the central governmentaisinies would establish
the overarching policy framework through the Fiveak$ Plan and relevant policy measures,

and then, the provincial government would follove@clingly.

On the contrary, this top-down approach has geeemgrteat levels of autonomy to provincial

government when they come to translate those Rlatisneasures. As argued in the previous

149 Interview with a senior adviser for the Chinsséciation of Wind Energy, August 2012
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chapters, they could adjust the policy mandate fB®iing in accordance with the specific
local situation. As Shaun Breslin and some othbolkes have observed, “governance failure
in China is often attributed to weak implementatimnto actors at the provincial level
outright ignoring policies devepbed at higher levels” (Breslin, 2010; Berger et al, 2013). In
addition, the provincial governments had little Wwhedge of IPRs protections and their
related practices. But nonetheless, developingwahke and climate technologies held a
great potential to generate incomes and to boastidbal GDP. Therefore, the provincial
governments and relevant companies would onlysetithe most rapid way of generating

incomes without significant prioritisation of IPRsotection

Besides a lack of policy understanding, the EUitumsbns have also underestimated the
impact of bureaucratic rifts within the Chinese rgyeand foreign policy making process.
This misunderstanding became a major hindrance tmmaber of China-EU joint CDM
projects applications. As discussed in Chaptehdret are three major Chinese ministries
sharing responsibilities for the formulation and #xecution of Chiria climate diplomacy as
well as international collaborations on CC and Biilarly, “the CDM Approval Board also
consists of those three central governmental utgiits, namely the NDRC and the MOST as
Co-Chairs, and the MFA as Vice Chair” (NCCC 2008jith several equal bureaucratic
ranking ministries involved, the approval procead mevitably become a battle ground for

departmental interests.

According to the official website of ChitaCDM projects, “the CDM approval procedure
starts with the NDRC and then is followed by a pasfeenvironmental experts from the
Chinese Academy of Environmental Science” (Ibid)tithe approvals from experts and the

NDRC officials, the project proposals are then genthe CDM Board and considered by
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those three institutions jointly. Once the apprasaliven by the Board, the NDRC will issue

a letter of authorisation with formal endorsemeatf the MFA and the MOST.

However, the weight of each institution in termsapproval authority has shifted over time.
According to my interviews with people who appliedhe CDM,“the role of MFA had been
largely undermined over the years since the CDMr@owas established in 200%°. Some
media has also confirmed interviewees’ opiniong“thajor reason for its decline was due to
the fact the MFA did not have sufficient scienti@gpertise to evaluate the actual feasibility
of the project proposals” (China Briefing, 2011h€elrole of the MFATemained as a nominal
one, rather than with the subsistence needed fpestiee final approval outcorhgChina

Energy Daily, 2013)

The EU institutions had not fully realised the kaweratic shifts at the CDM Board. As a
result, Brussels facilitated many unsuccessful Bads<CDM projects in China. For example,
the City of Venice has developed experience inrategpup chemicals in its numerous canals
in the city. The water compahy who managed this project believed its experiencéenice
could apply to a city in China with similar geoghagal condition. If the water company went
to propose a CDM project, it would also help itdelfgain extra certified emission credits.
The Italian government also considered ttigean-watet technology could be a useful
experiment to help Italian companies in the cleachmologies sector setting foot in the

Chinese market.

In 2008, the company which had worked successiullyenice chose Tianjin Municipal

150 Interviews with Vera Lehmann, who was respdadii German companies’ CDM application in Chinay!2612,
Interviews with Tom Pellman who is government lielas manager at VESTAS in Beijing, August 2012
151 The company remained anonymous until furthécedor commercial reason

279



government as partner to jointly bid for tH®esalination of Hai River in Tianjin
Municipality’” project under the CDM. The Italian company believéwt the DG
Environment® must have extensive experience in dealing with Qdects in China and it
therefore turned to the Commission for advice assistance during the bidding process.
According to my interviews with the project manadee criticised thatthe Commission
misled the bidding process by providing inaccumatermation. The Commission told us that
the MFA would play an important role in the CDM apyal process while the MOST was
not as influential as it should have been. Theegfare made frequent exchanges with the
Regulation and Law Bureau” at the MFA in Beijii “This was to ensure that we strictly
followed the rule of the Chinese Authority®. However, the NDRC and the MOST rejected
the Italian company’s proposal because they believe that “the project lacked feasibility; the
water desalination process in Venice had littlenéislance with that of the water purification

process in Tianjin'®”.

This case was only the tip of the iceberg to iHatst the EU institutions inability to

disentangle the intricate bureaucratic turf war8aijing. On the one hand, the Commission
continued to criticise the lack of transparencyhi@ Chinese decision-making process as well
as to accuse China of a protectionist approacheweldping its clean energy technology
sector. On the other hand, the EU institutions egpparo extra institutional and personal
capacity to enhance their understanding of Chiglimate change policy objectives and its
execution process. As a result, the Sino-Europediaborations on CDM have largely

remained stagnated without much substantial pregrelsieved at the EU level.

152 Before DG Clima established. DG Environment veaponsible to the overall-European CDM projectsaitiin

153 4P T A A% ]

154 Interviews with Dr Daniele Brombal, Project Mganat “EU-IRSES Project on Global Partners in Comated Land
Management”, November 2013, Berlin

155 Ibid
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In conclusion, this section has revealed the umstibal complexities and incapacity in
Brussels during collaboration with China. It alfastrated that the EU institutions were not
sufficiently prepared to respond to policy changad bureaucratic shifts in the balance of
power in Beijing. To make collaborations even mooenplicated, the EU institutions faced
serious challenges from major member states see&ifgyge their own sound relationships
with China in the areas of trade and climate di@oyn The next section will exclusively
focus on the MS policy initiatives and activities in collaboratingith China. This will
consider whether their activities have enhancediratermined the overall Sino-European

partnerships on CC and RE.

281



Section 6.2 The Role of European Member States etermining the
China-EU collaborations on Climate Change and Reneable Energy

This section will shift the focus of the thesis @rihe individual member states (MS) when
they collaborate with China on tackling Climate @ha (CC) and developing Renewable
Energy (RE). As discussed in the previous sectlmmajor EU MS are better equipped than
the EU with their own institutional and financiadsources when they pursue their own
climate diplomacy agendas with Beijing. Their aetigngagements have posed a serious
challenge to the coherence of the '&lbverall engagements with China. On several
occasions, they have openly opposed Brussedsition in order to improve their own

bilateral partnerships with China

The MS individual engagements with China have netags been very successful. In
particular, the larger EU MS have brought up normeaissues with Beijing while trying to
foster stronger economic ties. As demonstrated Bpynscholars in the field, “normative
issues have always caused severe disputes acroali kvels of the Sino-European
relationships (Casarini, 2010; Wacker, 2012; Crookes, 2013)”. Both large MS and Brussels
have suffered from very negative consequences taganising the Chinese government on
recurring issues such as Tibet, Human Rights amdrtile of law. China increasing
assertiveness towards the EU and the MS has begyiaeflected upon its policies towards
the EU. As argued in Chapter two, its staunch behestate sovereignty and non-interference

principals are at the core of the disputes.

However, Chinag turbocharged economic growth could not be exduftem global

economic integration. Meanwhile, its highly-polhgi economic model faces daunting
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challenges in the years to come. Instead of exalspreserving the principals and values of
its foreign policy, “the Chinese government hasreaf@e given priority to domestic
economic developments and tackling carbon emissidhdDRC 2007, Ibid, 2013a). While
at the same time the Sino-EU collaborations on @€ RE largely fit into China national
interests. To this extent, despite the persistesppules over normative issues, Beijmg
relations with Brussels and individual MS come witth own validity. Therefore, climate

diplomacy and collaborations on RE have become gewodedies to repair the damage

caused by normative disputes.

In light of the above, this section will treat tNES as the primary analytical unit. It will seek
to understand how the MS respond to the policy gbarand bureaucratic shifts in Chinese
foreign policy. In other word, it will examine thielationship between the major EU MS and
the central government in Beijing. It will use cagdadies of RE collaborations to illustrate
the reasons why climate diplomacy has become awctafé means of rapprochement towards
China after severe disputes over normative isduesll also investigate the role of MS in
undermining the EW$ overall coherence in dealing with China in tleddfiof RE. This section
will present with two case studies. Firstly, it like the case study of the British government
seeking rapprochement with Beijing via civil nuclemllaboration after David Camersn
meeting with the Dalai Lama. Secondly, it will i#éd the case study of the German

government undermining the E&Joverall position in the 2013 solar panel dispute.

The British Government Engagements with China afte2012
The British government under David Cameron expegdna drama in its relationship with
China. This was mostly due to “David Cameron anckNElegds official meetings with the

Dalai Lama in May 2012 at No.10 Downing Street” (BR012b). The Chinese government
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subsequently cut off all above ministerial-level eatings between the two sides and
“declined two requests for the British Prime Minist& to visit China. Only in September
2013 did George Osborne visit Beijing and signakpprochement between Beijing and
London. Following an official visit from Cameronnhself two months later, the Novemiser
visit represented thdthe Sino-British bilateral relationship has beennmalised and is back

on track (People’s Daily 2013b).

The British government's recent disputes over hurigdris were not a new development for
the other EU MS. The Chinese government has allwags antagonistic towards states or
international organisations which place normatigssues at the core of their engagement
strategies with China. However, the British goveentndid not expect the Chinese to
“shelvé their bilateral relations for such a long periodiafe. Despite the rapprochement in
2013, the Chinese government still managed to nodatip the visit and arranged many last

minute cancellations to indicate its dissatisfattgth the Coalition governmetit’.

The British government has always placed issuels aadhe respect of human rights and the
rule of law at the centre of its foreign policy whie engages with other countries. In the case
of China, London had managed in the past to septmade and human rights when it decided
its China policy after the return of Hong Kong i@9%. The previous Labour government had
managed to maintain rather amicable relations Bgfjing on the one hand. While on the
other, also managed to establish an annual midbktevel human rights dialogue with the
Chinese government. Despite the routine naturaici slialogues, it played only a minimal
role in the Sino-British bilateral relationshipsritBin remained the fourth largest trade

partner with China after Germany, France and Hdllan

156 Interview with staff members at the British Cati®@ffice, London, July 2013
157 Interviews with FCO staff members who partiaiolain the visit in December, London Dec 2013
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After the Coalition government came to power, N@.Oowning Street aimed to distinguish
itself from the previous Labour Governnmisntalmost exclusive focus on trade only
engagements with Beijing. David Cameron insistet tthe respect of human rights is the
best guarantor of prosperity and stabfli8BC, 2011a). Meeting with the Dalai Lama, the
Tibetan spiritual leader in exile, had thereforedime part of the Coalition government

policy mandate to illustrate the governnientillingness to represent this fundamental value.

Yet, the British government had largely underestadahe political sensitivity of its official
meetings with the Dalai Lama. Issues such as Tapet minority rights were seen as a
“territorial matter and domestic affairs of the PRMIFA, 2012). The Chinese government
has often used whether foreign leaders would afficimeet the Dalai Lama during his/her
term in office as a benchmark to measure how arecthle bilateral relations are. Beijing
had already punished the former French Presidakb®aby “cancelling a State visit as well
as the China-EU Summit in 2008” (BBC 2008). In &ddi to the visit cancellations, the
Chinese government also withdrew from the purchasAirbus jets and other noticeable
trade deals. China sense of interplay between political sensitigtyl economic deals was
heavily criticised by the Western governments, getit had proved to be one of the most
effective and brutal means by which Beijing conduits foreign policy. Certainly, the

Coalition government did not become fully awareha until May 2012.

Apart from the political sensitivity of Tibet andiman rights issues, the Coalition was also
caught in the midst of institutional rifts in théni@ese central ministries. Surely, the Coalition
government, like the most European governmentsyadeChina as a monolithic state, and

therefore assumed that decisions were made by apgob seven in Politburo. On the

285



contrary, as discussed in previous chapters amdtasl by other scholar&he foreign policy
making process in China had been much pre-occupiednter-departmental conflicts
amongst all equally important ministrfeéWang, 2011: 78; Jakobson&Knox, 2010: 47). The
outcomes of certain foreign policy decisions atermfepresented by the results of the lowest

common denominator amongst relevant stakeholders.

In the case of the Sino-British bilateral partngrsdfter May 2012, Beijing abrupt response
to David Camerois meeting was not a surprise to the rest of thddw&ather, it was the
length of the’Deep freeze periddwhich overwhelmed the British government and otbdr
MS (Daily Telegraph, 2013). One of the major atitéds to such a long freeze period was
because conflicts arose between the MFA and the GAQMF over how the Chinese
government should respond to the Cameron - Dalaid_meetings. As described previously,
the MFA was the principal actor in dealing with igo&l bilateral relations whereas the

MOFCOM was in charge of economic and trade relatatters in Chinese foreign policy.

In the case of the Sino-British relationships, teital trade ties were seen as “the vital
component, of their bilateral partnerships” (Gov,lZ13). To this extent, the MFA had only
a minimum role to play apart from coordinating t8mo-UK human rights dialogue and
arranging high-level visit. Apart from the competit from the MFAs ultimate rival, the
MOFCOM has taken the full responsibility towardse tiSino-British bilateral trade
relationship. There were also frequent and fruighathanges between the CCP and all three
major political Parties, which are directly dealithwby the CCP International Department
(IDCPC 2014). “The continuous Inter-Party dialogw@s not cancelled by the recent
troublesome Sino-British relations, and was helduatly either in London or in Beijing. A

multitude of issues had been discussed during itdegiie with great honesty and openness.
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The dialogue itself seemed to create more impadheroverall bilateral relations than the

Human Rights Dialogué®®

Paradoxically, Cameron and Cleggneetings with the Dalai Lama offered the MFA &ua
opportunity to play a crucial role in the troubl€tina-UK relationship, in particular in the
field of high politics and bilateral political padrships. The MFA was designated to act as
the chief executive on behalf of the Chinese gawemt on this occasion. According to the
conventional practice of China’s foreign policyete were two compelling reasons to argue
that China should express its frustration overrteeting. Firstly, the Coalition government
under David Cameron had intervened in the domesatiairs of the PRC, and this

intervention should be denounced immediately.

Secondly, the British government relied on a sotnade tie with China to revitalise its
sluggish domestic economy. Therefore, the bilateede and the investments from China
were critical to the well-being of the UK econonfemporarily unplugging the bilateral
relations would therefore be a learning opportufaty London. By doing so, the Coalition
would be made aware of the importance for respgdie principals of Chinese foreign
policy. As a result, the Standing Committee celyatook into consideration the MF&
proposal. And yet the China-UK trade ties wereaquitoff totally during this period, but were
rather carefully maintained via the Chinese Commakr€onsulate in London, which was
under the direct control of the MOFCOM. The Conslhad actually actively sought to
cultivate the existing trade ties by canvassing dpinions and searching for potential

opportunities amongst the UK business commadriity

158 Interviews with the person who is directly lraoge of the dialogue, the Chinese Embassy, Septe2@ii@ London
159 Interviews with the Ministerial Counsellor betChinese Commercial Consulate in London, Octobed 201
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The Coalition government had not only accidentélgen caught on the bureaucratic rifts
within the Chinese policy making process, but dtsmed a daunting internal challenge itself
in terms of how London should engage with Beiji@pnflicts arose amongst the Cabinet
Office, the Treasury and the FCO. As some medgbéshed, “there were polarised opinions
on the Coalition governméest China policy after the Sino-British relationshipstered a
frozen period” (Stephens 2013; SCMP 2013). My interviews with staff at the UK Cabinet

Office also confirmed this internal disagreementgrlomacy towards China.

On the one hand, the Cabinet office headed by D@aicheron and George Osborne argued
that “they should follow a mercantilist approach to erggagth China by doubling bilateral

trade as well as attracting Chinese investmentssdlwere the twin pillars of the UiKChina

» 160

policy’ ™. On the other hand, the Deputy Prime Minister,kN@&legg and the Foreign

Minister William Hague insisted thatthe Coalition government should continue to
emphasise the UK engagements with and concerns over Chihaman rights issues. The
British government should not give up upholdingfitadamental values and principafs.
According to my interviews, the Cabinet Office heldneeting each month between January
and March 2013 to discuss the possible strategiemgage with China, with none of the

meetings reaching agreements between the two'&ides

The opportunity for a rapprochement with Beijingneain May 2013 when EDF, the French
utility company, planned to participate in biddiimg the construction of a civil nuclear power
station near Hinkley, Somerset. “EDF invited itsndeterm Chinese partner, China

Guangdong Nuclear Company (CGNPC) to join the bid aninor shareholder” (EDF 2013).

160 Interviews with the UK Cabinet Office membeiffstAecember 2012,London
161 Interviews with members at FCO, February 2018di 2013, London
162 Interviews with a senior British diplomat, J@iy13,London
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While the EDF sent its proposal to the Cabinet ¢@ffand Department of Climate Change
and Energy, the Cabinet Office considered the 'BD#&int bid with CGNPC as a unique
opportunity to organise a rapprochement with then€te government. A joint bid in a
heightened national security sector also signdhatithe UK was very welcoming to foreign

investments, in particular from China.

Unlike previous prominent investment projects mégethe CIC and the Chinese SOEs
between 2009 and 2012, such as Bright Food andgBhaAutomotive, where investments
were to come in the form of an equity purchaseiamnhich the Chinese shareholders would
not seek to manage the targeted companies or projects (BBC, 2012a; Guardian, 2011; WSJ,

2010).

In this new project the “CGNPC would actively seéelparticipate in the construction as well
as the daily technical management of the HinklemtR© nuclear power station” (China First
Financial Daily 2013c, Ibid: 2014; WNN 2013; Peston, 2013)*°®. However, the Cabinet
Office seemed to have more than one compellingoreés be positive towards the EDF-
CGNPC deal. Firstly, most infrastructures such tdgyuand railways in the UK were dated
and costly to manage. With the participation frarefgn investors, the UK government did
not need to spend too much public finance to repad rebuild the existing infrastructure.
Secondly, the UK faced an imminent challenge ofrgneshortages. Constructing nuclear
power stations could be one of the most effectodat®ns to mitigate the upcoming energy
crisis. And thirdly, CGNPG participation in the UK energy market also sitgththat China
would very much like to remain as a good tradenaarwvith the UK to profit from London's

position as a centre of global finance. The Brigslwernment should seize this opportunity to

163 Interviews with CGNPC staff members, May 2018sPa
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attract more Chinese investors, especially thestments from the energy and utility SOEs.
Consequentially, a joint nuclear energy project lh@dome the key to a rapprochement

between China and the UK.

However, as established in the British media, “@abinet Officés decision to invite the
CGNPCs participation in the UK nuclear industry was mneskort of criticism from both
within the government, in particular from the FC&hd the wider public” (SCMP 2013).
According to my interviews and several meetingshwitvo very senior FCO members
directly involved in the Sino-British relationshijpbey suggested théthe FCO was furious
at the sycophancy and kowtowing by the Chancehorthe Prime Minister. We had strongly
advised against such a mercantilist approach atidvbd that it would gain the UK no

respect from Beijing. However, our advice was owsed by the Cabinet Offi¢&™.

The British media had almost universally accusedviling Street of kowtowing to China
(Guardian 2014; The Spectator 2013). Besides the criticism of the Coalition government
ignoring principles and values, one of main craéims of the deal was the unprecedented
danger involved in national security. The Coalitgovernment was accused“ggopardising
national security to appease an authoritarian gowent (BBC 2013). From my in-depth
discussions with members of the Cabinet Office ciigcern for national security had always
been in the mind-set of the UK government. Howewh a weak economic recovery ahead,

the priority had become to attract the Chinesestors to re-invigorate the British economy.

The British government had used this joint nuclgawer station construction as a means to

defrost their troublesome bilateral relations. Ttarge extent, this case reflected how the

164 Interviews with two very senior FCO members nigniEDF-CGNPC commercial consultation meetings, Gat@012
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British government responded to the changes in &3airforeign policies as well as to shifts
in the balance of power amongst the foreign pah@king institutions. Firstly, the Sino-UK
investment projects were part of Chmattempts to rebalance and restructure their diianes
economy. The Chinese government aimed to encounage and more SOESs to participate in
foreign investments in order to establish theirutapons, as well as honing their
management skills. These twin assets were abundahe UK and the EU, but relatively

scarce amongst Chinese companies.

Secondly, Ching assertive responses to the Coalition governsm&atiai Lama meeting was
a demonstration of Chife newly acquired economic strength being used toewae its
political goals. In other words, to respect Chénarincipal of foreign policy was the absolute
prerequisite to the cultivating of strong econonties. Equally important, the MF&
vociferous criticism was a reflection of the shifts the institutional balance of power
amongst bureaucratic actors in shaping the outcah€sinds foreign policy. This case did
not suggest that the MFA had fully managed to rests once powerful status amongst other
ministries. Rather, it indicated that the MFA stilanaged to utilise its limited and yet
deployable resources to ensure its proposals wgeed to by the ultimate decision-makers.
Yet, the British government had largely misundesdiand stagnated itself in the conflict. To
this extent, it indicated that the Sino-UK bilalenrgationships had also been largely dictated

by an array of actors which produced some unexgeutd damaging outcomes.

2. The role of the German government in collaboratig with China on
climate and renewable technologies

Unlike the British government who rushed to recitify relations with China, Berlin has
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conducted a rather coherent China policy over thst pew years. On the one hand, the
German government managed to improve their comuadereiations and remained as “the
largest trade partner with China in the EU (Xinh2@14b)”. On the other hand, the German
government has continued to engage with Chinagards to normative issues, but with a

markedly softer tone.

In recent years, Berlin was fully aware of the @si& governmets determination to curb
their carbon emissions and to establish a comypetitenewable industry. Therefore, the
German government has successfully combined iterégp in the field of climate science
and enthusiasm over curbing emissions as pars @hina policy. It established and executed
a comprehensive collaboration plan on CC and REbsacrall levels of the Chinese
government apparatus. Meanwhile, both the corpaeattor and non-governmental sectors
have also developed active programmes to promoten&e home-grown environmental
technologies and emission reductions measures. Bulktborative projects have become
major success and have been considered as a gheateanent for the Sino-German bilateral
partnership. However, Germdaysuccess was at the expenses of undermining the EU

overall engagements with China in the fields of & RE.

The EUs core strategy to collaborate with China on CC Ridare mainly through regular
policy dialogue and technical consultation. As sgjgd previously in this thesis, it is rather
difficult to measure the success of this policylatjae as it is a matter of style over
subsistence. By contrast, the German governmemdtasnly conducted bilateral ministerial
dialogues over Climate Change, but more importatélkecuted an in-depth collaboration
plan with both the central ministries in Beijing a&ll as the provincial governmental

authority simultaneously” (MFA, 2012b; Ecological Institute, 2012a).
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The most noticeable and high-level collaboratiomsennitiated by the German International
Cooperation Agency(GIZ). In 2010, Angela Merkel paid a visit to China; “GIZ’s
collaboration plan was part of her visit's agen@@@hina Daily 2010a). Beijing and Berlin
signed an agreement on a joint “Sino-German Clin@tange Programme” (SGCC). This
Programme aims to “enhance the capacity of natigmalvincial and local institutions in
order to further develop, implement and monitorn@ie Change and carbon reduction”
(Gl1Z). The main Chinese collaborative partner ie tiDRC, which has been the most
influential institution in China’s CC and RE poliégrmation and execution. The Programme
itself covers three broad areas: namely, “the agphailding for Climate Change Mitigation
and Adaptation, Low Carbon Development in the Povactor and Low Carbon
Development in the Power Sector” (Ibid). With emgikaon the Transportation sector and
Power sector, GIZ's Chinese partnerships have hken extended to the Ministry of

Transportation and several Chinese utility SOEs.

As observed previously, most joint projects betw€aima, the EU and the MS have given a
strong emphasis upon technical transfers or séientinovations. They focused on the
technical side of Climate Change whereas the<aPZogramme placed their focuses towards
policy measures as well as the implementation sid€limate Change mitigation. These
engagements by the GIZ have been very successtuldbahe central ministries and several
provincial governments across China. Accordinghe training programme manual from
Glz, “the SGCC Programme hosted monthly seminarsrdon members of staff at the
Climate Change Bureau of the NDRC (Ecologic Institute 2012b; Climate Policy, 2013)”. The
training sessions covered a wide array of carbdaoaton and climate change policy related

areas. They were mostly to introduce Germapyplicy implementation experience in curbing
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emissions and experience in increasing the publareness of climate change.

According to my interviews with the SGCC Programanganisers, they believed that “this
particular type of engagement was rather more ssbgethan merely conducting policy
dialogue. Such training would facilitate a bettederstanding of CC and help to result in
more efficient policies on curbing emissions in 1@tit°°. For example, one of the most
successful training sessions focused on “Carbons&omns Measurement, Reporting and
Verification (MRV)”. As established by both mediad scholars, “MRV had always been an
area of dispute amongst the EU, the MS and Chinanwih came to the UNFCCC
negotiations (De Matties, 2012: 29; Torney&Biedenkopf, 2013: 11; 21%' Century Economic
News, 2010b)". Beijing insisted that “the methodsn@asuring and reporting emissions were
subject to decisions by the Chinese governmentutisns. As asserted by a Chinese scholar,
“these processes were matters of Chinese domesiay pvhich had nothing to do with the

Europeans” (Pan, 2010:2).

Therefore, the Chinese government preferred “toutale the emission units according to its
own MRV mechanism rather than adopting the Europ@BN system (Caixin, 2010b)”". Yet,
the refusal to adopt the European MRV mechanisnegas serious challenge to both the
Chinese and the European companies that partidipatiie Clean Development Mechanism
projects in China. Under the Kyoto Protocol, “therépean MRV system to calculate carbon
emissions was considered as one of the acceptadast’s when it came to qualify the
Certificate Emission Reductions (CERs) whereasGhmese emissions calculating method
was not accepted by Kyoto Protocol” (IETA: 3.4; Ibid, 2013:5). Whilst the European MRV

lost its validity to Chinese CDM projects, mostnipCDM projects between the Chinese and

165 Interviews with Marcus Muller at SGCC Program@E,, Beijing August 2013
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the European enterprises had encountered greatutti’s in converting the Chinese

emission units into the European standardised.units

As a result, the participants in some Chinese CDbdjepts lost its economic incentives to
qualify CERs. This was largely due to neither tH@n€se Designated National Authority
(DNA) on CDM nor the European counterpart acceptirgMRV system of each side. Such
predicaments in carbon emission conversion hadodisged many European companies
from entering into Chinese CDM projects, which imnt prevented the Chinese companies
from learning the latest climate change or renewvatergy technologies. GE&Z SGCC
programme spent “almost six month of training tglai the importance of having a
universally accepted MRV system (Ecological Ins&t@012a)”. As asserted by both foreign
and Chinese medidthe NDRC finally decided to gradually adopt the dpgan MRV system

in selected industries, such as coal and petro-caknmdustries, when it came to launch
China’s pilot project in emissions trading in 208K, 2013;Ideacarbon 2013; 21 Century
Economic News 2013)". To a large extent, this waended as a significant achievement in

the German governmeésteffective engagement with China on the subje@®fand RE.

The collaboration under SGCC Programme had not loeén carried out at the central level
in Beijing. The German government was also fullyaeavof the division between the central
and provincial administration when it came to folating and executing the decisions on
energy and the environment. It was therefore ofitened importance to engage with the
provincial governments over the issues of CC and &Rfeording to SGCC official website,
“the GIZ had also conducted a similar training pesgme at the provincial level of
administration. It chose provinces across Chinaluting Guangdong, Hubei, Jilin and

Jiangxi (SGCC website)”.
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According to my own knowledge and analysis, theegena few compelling reasons why the
GIZ hand-picked the above four provinces as pitatigs of the provincial engagements.
Firstly, the chosen provinces had already expee@nte benefit of RE, Guangdong and
Jiangxi had built and utilised civil nuclear povatations for electricity generation and Hubei
used bio-fuel. A sense of familiarity would makeeésier for the GIZ to deliver the training
programmes. Secondly, provinces such as Jilin anbdeHwere treated as the hubs for
Chinds utility grids. Therefore, training for policy neaes would help the GIZ to further
enhance its own understanding on Clargrids, and the Germansmart grid projects could
be brought in at a later stage. Thirdly, the abtm& provinces have large populations.
Successful results in training and collaborationlddring a greater impact and substantial
commercial contracts to the German companies whey place bids for government public
procurement projects. These projects were oftery Ward to bid for unless the bidding
companies or the organisations have had similarkiwgr experience with the hosting
governmental institutions. According to my intewgwith staff members at the GIZ, they
considered“their multiple engagements with both the centrahigtiies and provincial
governments as a major source of success for taeetal collaboration on CC and RE

between China and Germdny.

However, the major successes the German governawméved had overshadowed the
overall Sino-European collaborations on the CC R&d This was largely because the Sino-
European collaborations were finding it difficuit tnove beyond the annual policy dialogue
and policy consultation process. As a NDRC pardotpof the GIZ training pointed out, she

had the impression thatit was the Germans who drove the overall Sino-Eeaop

166 Ibid
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collaborations on the CC and RE*’. This view was also “echoed by the Chinese Premier
Li Keqgiang during his trip to Germany in 2013(Chibaily 2013)". Certainly, this was
merely an impression, yet it reflected the Chineseeption over the collaborations. Su wei,
the Head of Climate Change Bureau at the NDRC drdiiee officials from Brussels came
to Beijing to discuss issues and errors within dumate policy whereas the Germans came
to China to show us how Berlin executed its climptdicy. There were fundamental
differences in terms of attitudes on how they wdrkeith China between Brussels and

» 168

Berlin” ™. Mr Sus views were also seconded by some European aczglemmio are

researching on this subject, they suggested “tine@t most intensive EU cooperation came

from the MS rather than the Union itselDorney and Biedenkorf, 2013: 11).

Given the German governmé&natmulti-level and in-depth collaborations with Chimon
climate change, the German government had therefmeely opposed the EU Commission’s
decision to launch the “Anti-Dumping& Anti-subsidieinvestigations over China’s solar
panel industry” (FT 2013e). Paradoxically, it wassarman solar company that filed the
complaint to the Commission because the Chineseergment’ substantial amount of
subsidies towards the solar manufacturers sevdleatened the Germany company’s
competitiveness. The German government also trefedsolar panel manufacturers as a
crucial industry to secure local employment in thastern part of Germany. However,
Berlin’s opposition towards the EU had not onlyrsted its solar companies, “but more
importantly weakened the overall EU’s position aorich the investigations to China (WSJ

2013)".

Angela Merkéls government had several compelling reasons tosapihe investigations. As

167 Interviews with a NDRC participant of SGCC traingggninars, Beijing August 2013
168 Interviews with Su wei, Beijing August 2013
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the largest trade partner to China within the Ekk German economy had enjoyed
continuous high demand from China on its refinechufiacturing products which China
could not produce from its own capacity. For examnplnder the renewable energy
development campaign, China had rapidly jumped ih&oposition of being one of the top
three global wind turbine manufacturers; as several scholars asserted, “this was all thanks to
German turbine technology licenses™ (Berger et al, 2012; Lewis, 2008). According to some
industrial experts, the growing competitivenesshef Chinese wind power industry depends
greatly upon“modularity’, which allows the Chinese manufacturers to purehasbine
licenses from selected leading European designdsoasid it was several German companies

that were the targef Chinese enterprises (Lema&Lema, 2012; Li& Shi, 2010).

With those licenses in hand, the Chinese manufactuntegrated themselves well into the
entire turbine industry supply chains. For examf@Bnldwind Electricity Co, a leading wind

turbine manufacturer bought the famous German rerldesign house, Vensys in 2008”
(China Daily, 2009). According to data from the an Development Institute and China
Construction Bank, there were at least five leadé®gman turbine design houses which were

purchased by Chinese manufacturers in 2011 (DIRE,20CB 2011).

This link in the wind turbine industry was merehettip of the iceberg to illustrate how many
German manufacturers and exports relied upon Chidesiand. Therefore, Berlin was rather
afraid that agreeing to the EJnitiative to launch the investigations wouldahe German
industry to a considerable extent. This would aisdermine the previous efforts being made
by the GIZ through the SGCC programme. Berlin cqnsetly opposed Brusskldecisions
on the investigations. The Germswopposition to the investigations led to other Misch

have stronger trade relations with China to sidé Berlin.
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To this extent, the EQ authority has already been largely underminedoaedshadowed by
the commercial successes that some MS achieveddggag with China economically. It
was almost impossible to expect the EU and the MSpeak with a single voice on issues
related to China when each actor has rather disteenterests to pursue. In the case of
Germany, the success of collaboration in regardditeate change would certainly lead to
strong attempts to achieve fruitful results in otlaeeas of their bilateral relations with

Beijing.

In summary, this section exhibited two large ‘'M&igagements with China on CC and RE.
These collaborations had become effective remediesther repair or enhance the bilateral
partnerships. To a large extent, such success aréisydarly driven by the MSwillingness
and their carefully crafted collaboration plans.slanportant, these successful results were
driven by changes in the Chinese energy and FPheisaGaced the daunting domestic
challenge of energy shortages and suffering frarhighly polluting growth model. As a
result, China had to rely upon foreign collabonasido mitigate an imminent environmental
crisis. MS active engagements certainly impacted upon theatiMeU position in engaging
with China in these two fields. The EJoverall position was weakened and decisions from
Brussels were side-lined. In this context, it iradéd that the Sino-European collaborations
were very much shaped by the interests and aetsvitom a diverse range of actors. Apart
from the European governments at different levibls,European companies have continued
to play a major role in different areas of engageinweith China. This also applies to the
fields of CC and RE. The next section will therefonake an attempt to explain the role of

European companies in determining Sino-Europedalzmiations.
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Section 6.3 The Role of the European Companies ire2rmining the
China-EU Collaboration on Climate Change and Renewale Energy

This section shifts the focus of the chapter tortHations between European companies and
their Chinese counterparts when they have collabdran projects in the fields of CC and
RE. The European compariesollaborative partners have not been restricte¢y tmlthe
large Chinese SOEs, but have also extended to é¢mérat ministries and provincial
governments. Due to the restrictive length of thection, it will only focus on the
interactions between European companies and th&ateministries in China, and the

relations between European companies and the Ghutgisy SOESs.

As observed in Chapter Five, the Chinese SOESrapgrt, economic vehicles for the state.
They are characterised simultaneously as both campoorganisations as well as
governmental departments. On the contrary, the a0 companies were mostly publicly
listed companies that were directly controlled bgit shareholders and investors. Their
ultimate objective is to maximise their profits atw expand their businesses into new
markets. China, for many European companies, @ttaactive yet very opaque market. As a
result, the European companies would have to fatauamicable relations with the key
decision makers as well as the leading SOEs simadiasly in order to set their foot into, and

to profit from, the vast market of China.

Given that the areas of CC and RE had been relativew industries for both the Chinese
government and Chinese companies, this sense amilidrity offered European companies
a rare and enormous opportunity to act as harbsnigeChina. A few European companies

helped the Chinese government to establish the ané regulations for the industry, while
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some of them introduced the latest cutting edgbn@ogies in the field of RE and carbon

emissions.

Yet, not all their collaborations have been fre®nfr difficulties and bureaucratic
predicaments. As observed by some media outletspésof the European companies had to
withdraw from the Chinese market because of theeamingly protectionist approach to the
RE market undertaken by the Chinese authorities” (Daily Telegraph, 2010; NY Times, 2009).
This was largely due to the rapid progress that@Ghémese RE manufacturers made in a

relatively short span of time.

Beyond this introduction, this section will offewd case studies to illustrate the successes
and the failures of the European companies coli&lg with Chinese counterparts. By
doing so, this section intends to illuminate thera¥l Sino-European collaborations are very
much dictated by a multitude of actors, which haseown distinctive interests to pursue in
these collaborative partnerships. Their own intsrdgave certainly impacted upon the

dynamics of the collaborations.

As asserted in Chapter 4, the Chinese governmantastries in Beijing played a decisive
role in shaping Chirfla energy policy as well as determining wider in&sional
collaborations. The European companies that ingmalesecure a lion's share of the Chinese
market were fully aware of the enormous power that central ministries have to shape
policy outcomes. They have often treated the Cleirggsrzernmental ministries as the first
choice of collaborative partners when they inijiadhtered the domestic market. Successful
collaborations between the central ministries dredEuropean companies mostly took place

at the very early stage of developments for then€de RE sector. This was largely because
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formulating and executing RE and CC policies weaainding challenges to the central
ministries due to their lack of industrial expegti® both sectors. The European enterprises
played the role of“information providet by introducing technological standards and
industrial practices to the central ministries. Byoviding information, the European
companies enabled their preferred policies to be introduced; and their products were adopted

by the Chinese authorities.

1. VESTAS and NDRC collaborations to establish the Clmese Wind Industry Standard
VESTAS has been the leading global player of winérgy since the invention of wind
power generation technology. It entered the Chimegeket in 1998 through the exporting of
small-scale offshore turbines and gearboxes to &leinoil companies which have big
offshore oilfield operations. VESTAS did not expidsg entire turbine technology until 2003
when the Chinese authority allowed foreign paratipn in wind farm constructions (NDRC
2003). Five years later, VESTAS made a joint biddiminds first offshore wind farm, albeit

unsuccessfully.

VESTAS clients in China have included all five Chinese anajtility companies and two oll
companies. It has also acted as a major facilitatdhe“the Sino-Danish Renewable Energy
Development Programme (REDunder the governance of Energy Research Institlite o

NDRC (ERI; NDRC2006a).

VESTAS early successful collaborations with the Chinese goventraee in marked contrast
to the mostly troubled cooperation projects betwEaropean companies and their Chinese
partners. Its initial success in the Chinese REkgatawas not with a Chinese utility State

Owned Enterprises (SOEs). Rather, VESTA® St noticeable and successful collaboration
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was between 2009 and 2010 when the company helgetiDRC and other ministries to
draft “the PRC Wind Energy Equipment Manufacturing Enttgn8ard*®® (MII'T 2010;
Xinhua, 2010a). Yet, according the interviews, VBSTdid not directly participate in the
drafting process run by the NDRC; rather, “it acted as a crucial information provider and
experienced consultant to the NDRC in carrying smme feasibility studies of establishing

an integrated wind energy industry in Chilid”

In 2009, the NDRC and other ministries had intemsdiscussions over “drafting the
industrial standards of various forms of Renewarlergies” (NEA 2010). As suggested in
Chapter 4, most staff members who worked at the QD¥Wre part of &revolving door
proces$'!. It was this process which allowed them to shiftrf fossil fuels companies into
the NDRC and other energy-related government agsnkiowever, these staff members had
very little knowledge in terms of renewable indystfThey were confused by the
technologies of power generation via solar, wind agdro. Some of them had never even
seen a wind farm befdt&?. As a result, the NDRC realised the challengefaded to
formulate appropriate policy proposals for subnoeissio the State Council for further
discussions and endorsements. According to my viees with the NDRC,“its staff
members were familiar with a few names of the Eeampcompanies in the area of RE, such
as Siemens, VESTAS and RWE. Therefore, they sooghthese European conglomerates

for expert advic&”>.

VESTAS was one of the few European wind energy @onigs that had entered China by

1999” (VESTAS). It was automatically chosen by tN®RC to give expert advice on

169 Referred as “The Standard” in the following paaghs

170 Interviews with VESTAS Government relation mgera September 2012, Beijing
171 Interviews with a staff member at the NDRC, Astg2012, Beijing

172 Interviews with VESTAS Government relation mgera September 2012, Beijing
173 Interviews with a staff member at NDRC, Septen@@dr2, Beijing
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establishing an industrial standard for the Chinesed energy as well as to carry out
feasibility studies of wind energy in China. As nmgerviewees from VESTAS suggested,
“the Company was very surprised that it was chogehdoNDRC to consult on the Standard.
Yet, it was enthusiastic about doing so because TAESwould become an information
provider and play a vital role of agenda settinggwkletermining the Chinese wind indugry
rules and regulatiois®. Combined with four staff members from the NDRCESTAS
provided a group of 15 wind energy experts andeltast to possible wind farm locations

such as, Xinjiang, Inner Mongolia and Gansu proesfor the initial feasibility research.

It had also extensively researched on which typesrbines produced by VESTAS would be
most suitable according to the geographic landsoa@dina. Meanwhile, VESTAS also sent
several turbines and gearboxes to test the inttailaapacity of the potential farm locations.
It bore the huge initial financial cost to ship wirenergy equipment and to conduct
geographic compatibility research. However, VESTa#sSerted thatChina would began its

wind industry expansion very soon, and the moreused our products to show the viability

of wind farms in China, the more we would gain fioally as well as politicall}”.

The above interviews, demonstrated that VESTAS wedrkard to establish its own
reputation and to build trust with the Chinese goweent, just like many other Western
companies have done in China. As media outlets legerted, “the main attribute to
VESTAS success in collaborating with the Chinese governmeas due to Chirla nascent

developments of RE” (China Energy Daily, 2011). MBS managed to act as an insightful
information provider which was similar to the way which some Chinese SOEs did with

their corresponding governmental departments. VESTAalised that in a semi-market

174 Interviews with VESTAS Government Relations Mgara August, September 2012, Beijing
175 lbid
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oriented economy like China, the importance of hguhe trust, and connections, from the
central ministries had become vital to the survigal commercial success of a foreign
company in the vast Chinese domestic market. Bugldiust would be even more important

than merely transferring the latest technologiesxmorting products to China.

After several months of research and testing, tlR® had finally adopted most of the
research findings and conclusions made by the VEST@am. The NDRC together with
Ministry of Industry and Information Technology (WI) had therefore drafted the final
version of China “Wind Energy Equipment Manufacturing Standardéading to the test
results“using almost exclusively VESTAS equipnéft; and “the draft sent by the NDRC
was finally approved by the State Council” (Xinh2810). Arguably, VESTAS had
successfully shaped the decision-making procesiseoChinese RE policy via an alternative
avenue which introduced its wide range of produotshe Chinese market. As a result,
VESTAS was consistently chosen as a collaboratasgnpr by Chinese SOEs in the later
projects to construct wind farms because of theoeminents made by the NDRC. In
addition, a number of flagship projects betweem€&se SOEs and VESTAS were highlights
of the central government visits led by both the Chinese and Danish Premiers (NDRC, 2011a;

MOST 2012).

As demonstrated by other scholars and industrdris, VESTAS influence on Chinese RE
policy between 2009 and 2010 was not a rare phemomjist at the early stages of Chiga
RE developments”, the impact of foreign compang@snuthe Chinese industrial upgrade also
extended into other sectors such as, the high-spaihdays and automotive industries

(Berger et al, 20L2IRENA). Yet, for VESTAS, its triumph with the Chinese government

176 Ibid, and interviews were also complemented btaff at NDRC and a senior advisor at China Winergyn
Association who participated in drafting the staxd&eptember 2012, Beijing
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continued during the period when the Chinese wirtlilistry reached its maturity. It managed
to negotiaté‘a level of policy flexibility according to its own corporate interests, something

which most foreign companies have not succeedadhieving.

After the Standard was published in 2010, “the NDé&fd the newly established NEA made
several revisions due to Chieaapid progress in the manufacturing of wind eogpt and

constructing wind farms” (China Business Journdl1d0In particular, the “NEA paid greater
attention to the safety standards of the indudter gaeveral incidents occurred” (Wind Power
Monthly 2011). At this stage, the NEA consultedtinei domestic wind energy companies

nor the foreign ones regarding the revisions.

In May 2011, “the NEA required all wind turbinesilbun China have‘Low \olta Rod

Through (LVRT) capacity, which allows turbines tontinue spinning when electricity runs
very low” (People’s Daily 2011). LVRT capability viavoid turbines stopping abruptly
which will prevent potential detrimental damagetie entire turbine. “The NEA required all
turbine manufacturers to have the LVRT capacitytiGeate by the end of 2011” (China
Daily, 2011b), and the testing of the turbines tade completed specifically at the only
NEA designated test centre in Hebei province. Asesult, a large number of turbine

manufacturers scrambled for testing slots in Hebei.

As established in interviews, “despite VESTAS’ gaethtions with the NDRC, just like its
peers it faced an equally pressing challenge tpesuball of its operating turbines in China
following the updated industrial standard from €A, and the Danish giant was not even

allowed to use its European certificates of LVRTwéas very much afraid of running out of
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time because the test involved possible IPR disctoi the test centr&”. After an intensive
lobbying process, VESTAS had provided compellirgsoas to ask for the LVRT test to take
place in Denmark rather than China. “It was finglyen permission by the NEA to organise
the test outside China as long as staff membens fhe designated test centre in Hebei were
to be present’® As a result, VESTAS had no delay in obtaining EMRT certificate as
requested by the NEA. This case served as a déssikample on how the European
companies which had familiarised themselves with @hinese policy making system had

managed to successfully negotiate it for their denefit.

This success in interpreting Chinese domestic pdlic VESTAS was rather exceptional. In
particular, VESTAS successfully established soptastd and amicable relations with the
key departments of the Chinese energy policy maKinfylly understood the power of the
NDRC over agenda-setting in ChisaRE developments. VESTAS had also managed to
protect its IPRs even if it had experienced smadificdlties over the updated policy
certificate. Instead of protesting through the Ebhntnission or the European Chamber of
Commerce in China, VESTAS skilfully managed to seag a good information provider to

the Chinese government and negotiated some pddixipiiities for its own benefit.

However, the next case will depict more conventior@laborative relations between a
European company and a Chinese SOE, with inteehtirom several central ministries.
But nonetheless, both case studies serve the mutpasemonstrate the extent to which the
Sino-European collaborative partnerships on CCRIBdare often determined by the diverse

interests of a wide range of actors participatimgallaborations.

177 Interviews with a LVRT testing project staff meen, Chinese Academy of Science August 2012, Beijing
178 Ibid
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2. Siemens and China Hua Neng Renewable Compasy collaboration over the

construction of Chinds first offshore wind farm

The German industrial conglomerate Siemens “ent&fétha back in 1872 (Siemens
2013)".Its business operation in China includedwpo generation and transmission, health
care, lighting, high-speed railway, white goods ofanturing and renewable energy” (Ibid).
Its main collaborative partners consisted of adangmber of the Chinese SOEs across
several industries. Siemens’ collaborative projeath their Chinese counterparts had often
been treated as flagship projects between ChinaGeninany, therefore, “almost every
German Chancellor and the Chinese Premier withebsesignature ceremonies during their
frequent bilateral visits” (China News, 2004; Sohu News 2010). The most profitable business
units by Siemens in China were located in “the pogeneration and transmission sector,
closely followed by high-speed railways” (Sieme2813). After Ching endorsement of the
Renewable Law, Siemens longed for a lion's shar€lohds RE boom. Unlike VESTAS,
Siemens was not a conventional RE company butresgpo make its renewable unit into a
blue-chip business unit” (Ibid). However, as sompegts asserted, “it had not established a
strong reputation as a global leading renewablgeplaamongst the Chinese RE policy
making community” (Berger et al, 2012: 14). It wagrefore much harder for Siemens to

compete with VESTAS in the field of RE in China.

As demonstrated in Chapter Five, VESTAS and the ORQailed to bid together for the
first offshore wind farm in China in 2008. The maiason for the VESTAS-CNOOL
failure was the lack of the requisite license frire State Oceanic Agency (SOA) because
CNOOC had not established an amicable working ioglship with the SOA. Two years

later, “in 2010, the China Hua Neng Renewable Compg&HNRC) began to bid for the
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construction of its first offshore wind farm in @i, which was located on the coastline
alongside the East China Sea” (Sina 2010). Sierbename the joint bid partner with the
CHNRC due to its long-term partnership with the @dhHuang Neng Group (CHN), the

parent company of CHNRC.

As media outlets observed, “Siemens had establistedlong-term and successful
collaborative partnership with CHN in 1993” (Chigaergy Daily, 2014b). CHN is Chifga
largest utility company both in terms of profitatyil and fixed assets. CHN was also
politically well connected, with a member of thea&ding Committee of Politburo within the
Chinese Communist Party backing its business dpargbiemen’scollaboration with CHN
was mostly placed in the conventional power germmradnd transmission sector. “It
participated in almost all of CHBI power grids innovation projects as well as therin
Generation Combined Gas and Coal technologies qitojébid)*"®. Therefore, Siemens
automatically became the collaborative partner aotkd as the exclusive wind turbines
supplier to CHNRC for several inland and onshor@dwvfarms in Inner Mongolia and
Xinjiang until 2007. However, as a number of scholasserted, “Sieménturbine supply
business to CHNRC was badly affected by the NDRE the MOST policy execution of
‘Indigenous Innovationand the requirement dfocal contents for all new RE projects
commencing in 2007 (Kuntze&Moerenbout, 2013: 17,18; MOST 2007)”. These two policies
mandate“had been heavily criticised by most European conegathat were operating in

Chind (Roland Berger 2010, ECCC 2011, (Economic Obser2ékla).

In order to expand its own RE business and avoidflico with the “local content

requirement policy, Siemens made a good attempt in joining CKNB® bid for the

179 A show case project was asked by the NDRC
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construction of CHNRC's first offshore wind farm {Dhina, namely the East China Sea
Bridge Wind Farm. Until now;Offshore wind technology was excluded from the ND&(@
the MOST policy mandate oflocal content requireméntdue to Ching own lack of
technical know-how in the area (NDRC 2009€llherefore, Siemens realised it again had a

large role to play in Chira booming RE market.

As suggested in expert interviews, in CHNBR@roposal to the NDRC and the MOST,
Siemens was designated to act as CHNRRclusive supplier of offshore wind turbines, and
CHNRC realised that there were not any other tendéh a real competitive edge necessary
to win.*®% Siemens almost certainly enjoyed this exclusigityg the likelihood of becoming a
major foreign participant in Chifg first offshore wind farm construction. Meanwhile,
Siemens partner, CHNRC utilised its omnipresent politicapial to convince the NDRC

and the MOST to accept the company as the onlyticantsr for the project.

Unfortunately, the Siemens-CHNRLCjoint bid was refused by the NDRC and the MOST.
Instead, the NDRC and the MOST suggested that@4¢NRC should collaborate with a
home-grown Chinese wind turbine manufacturer tédoai100% home grown offshore wind
farm’*®!. As a Chinese newspaper observed, “the NDRC/NEAmenended a company
called, Sinovel as the potential supplier to CHNXR@ffshore turbines” (China Daily, 2011a).
In addition, the NEA and the MOST also advised CHN® have “the Shanghai Electric
Company, another power generation SOE, to co-dpvéhe project” (Ibid). Based on
interviews with CHNRC, they asserted thtte new offshore wind farm should be located on

the coastline neaShanghai; therefore, it was crucial to have a local govemtyevned

180 Interviews with a staff member at Siemens Reb@wdnit, August 2012, Beijing
181 Interviews from a staff member at CHNRC, August20
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company as a partner to facilitate the projéct

Moreover, the other Chinese turbine manufactures @iticised the German industrial giant
because Siemens had entered all government-ledcpgoand benefited enormously from
Chinds favourable policy towards foreign direct investiise It was now time for China to
encourage its own home grown technology to flodridiconomic Observer, 2011b). Despite
offshore wind energy being excluded from the polieguirement of‘local content, the
NDRC and the MOST still insisted on their preferdammestic suppliers for this particular
project. As a result, Siemens withdrew from thenfjddid and Sinovel became the turbine
supplier for CHNRC with Shanghai Electric Companparticipating in the construction of
the wind farm. Instead, Siemens set up “a Jointienwith Shanghai Electric Company” to
produce the blades and became a minor supplieHMRIC (Siemens 2011). To date, it was
not possible to completely ascertain the reasonshi® NDRC and the MOST to insist on
having Sinovel and Shanghai Electric Company pagte in the project. Such as decision
does, however, indicates the opaqueness of thee&hienergy policy decision making

system as well as the arbitrary process of bidtbngovernment-led projects.

Siemens became a victim of its own success in theeSe market. Its expansive business
engagements across various state-led industriesdvéainly alarmed both decision makers
in Beijing and its existing Chinese competitorserBens was furious about a failure due to
the Chinese governmést arbitrary and ad-hoc interpretation of tHcal content
requirements policy mandate. As a number media outlets obserlvdited complaints with
both the German government and the European Chaafb€@ommerce in China (ECCC

2011; 21% Century Economic news 2010a). In 2011, the Chifsenier Wen Jiabao was on

182 Ibid
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a goodwill trip to Germany. During his visit, “Challor Merkel pointed out the unfair
treatment encountered by Siemens and other German companies; and she made similar
comments in her 2012 China visit” (BBC, 2011b; WSJ, 2012). Meanwhile, the ECCC
published a series of policy documents and a matkety, which were funded by Siemens
and other German professional services firms, ticate that a“lack of openness in
government decision over several infrastructurgegte had been the biggest obstacle for
European companies operating in CHin®&oland Berger 2011, 2012). According to the
survey,“the European companies mostly feared that the egdavestment policies were no
longer in favour of foreign enterprises. The Euape&ompanies had to take more risks to
operate in China than five years ag@bid). Despite the protests from Siemens and other
European conglomerates, the NDRC and the MOST batincied to execute this policy of

“local content requireméehin the fields where it was not mandatory to do so.

However, as the media and experts have assertedChimese governmeéstprotectionist
approach in the RE sector had triggered “a sewerpt®m of production overcapacity in the
industry and a crossector industrial disaster loomed” (Hu, 2013; NY Times, 2012). Whilst
Siemens remained in close collaboration with Chihaa Neng Group in the power
generation sector, it did not continue to fulfi iambition to become a major player in the
Chinese RE market. Siemens learnt from its failuith the CHNRC that the RE sector in
China was largely dominated by the government-sigdosiChinese enterprises without any
real competitiveness in the global market. It coblle still set its foot firmly into the
Chinese RE sector at the expenses of acceptingptive distortion by the Chinese
government and by lowering their profit margins.wéwer, Siemens became far less willing

to do so.
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The above case reflected the fact that Siemenedfdd adapt to changes in RE policy
executed by the Chinese governmental ministriegtsSh Chinds RE policy were mostly
driven by the rapid and yet unsustainable developsngn Chinés own RE sector. Once
China became self-sufficient in certain industr@s;h as renewable sector, it would begin to
take a protectionist approach to its newly establisindustries. Despite Siemémsng term
experience in the Chinese market, it failed to gecee that the purpose for developing a
strong RE sector in China was to achieve its owlustrial upgrade frorfiMade in Chind& to
“Invented in China Therefore, the Chinese government would not akbwt competition
from foreign companies to undermine its own eamdgcgss even if such a protectionist

approach triggered a staggering volume of prodoatiercapacity in the RE sector.

The Chinese government knew well that the Europs@anpanies would not completely
retreat from Ching vast domestic market even if the market conditi@d largely

deteriorated compared to five years previous. Hawnethis protectionist approach was a
discouragement for further Sino-European collabonatover climate change and RE.
Siemensvociferous criticism to the Chinese government baly prevented further progress

in the areas of collaborations for both sides.

To conclude, this section disentangled the Euromesmpanies relations with the Chinese
central government and the Chinese SOEs when thiégborated in the areas of RE. The
above two case studies illustrated the responkessuccesses and failures of the European
conglomerates in dealing with their Chinese coyads. Some of the companies had
adapted well to the policy shifts in the Chinesevegoment and continued to act as an
invaluable partner to both the government and tdES Whilst others had failed to

recognise the changes in market condition andssimfthe industrial upgrade in Beijing, and
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therefore became bitterly involved in disputes oxaatous issues.

These two examples also demonstrated that the EBamoporporate sector had played a
decisive role in determining the quality of the &lBuropean RE collaboration. Their success
in the Chinese market accelerated the overall loofitions to achieve fruitful results
whereas their failure had triggered other Europ&ih compani€s hesitation to enter
collaborative partnerships with Chinese countegparhese observations thoroughly tested
the hypothesis of the thesis, which is tiide Sino-European collaboration on CC and RE
are largely determined by distinctive interests aofdiverse range of governmental and
corporate sectofs |t is therefore a multi-level relationship, nobae-dimensional bilateral

partnership between Beijing and Brussels.
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Conclusion for Chapter Six

In conclusion, this chapter investigated the €tésponses to the overall climate change (CC)
and renewable energy (RE) collaborations with Chihdid not treat the EU as a singular
analytical unit. Rather, it disentangled the relasi between the EU institutions and ministries
in Beijing; the partnerships between the member states (MS) and the Chinese governments
acros different levels; and the ties between European companies and their Chinese

counterparts, either the governmental partnereecorporate ones.

This chapter observed that the EU institutions igoicked the sufficient institutional
resources and political willingness to accelerageSino-EU collaborations on CC and RE. It
failed to recognise and to respond to Clanawn enthusiasm to curb emissions and to
develop a fully-fledged RE sector. The EU instiias had largely restrained its
collaborations within Beijing to a form of supeidlus policy dialogue. Meanwhile, the EU
institutions capacity to engage with China were seriously chghel by the policy agendas

and activities conducted by the MS.

However, the MSengagements with China have not been a total ssicAasumber of large

MS complacently underestimated the controversies Would be caused over Tibet and
human rights dictating bilateral relations with jBe. Using RE collaboration as a
rapprochement was part of the British governrizsesdlution to‘normalisé the Sino-British

relations. The rapprochement was also much driye@hinds own interests in developing a
world-class competitive RE sector. Therefore, dmlating with countries such as the UK,
with a strong RE industry would be a good learnegerience for both the Chinese

government and companies.
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Whilst the UK was busy at repairing its bilaterallations with China, Berlin had managed to
maintain sound commercial ties with China withowcdming involved too much in

normative issues. Germany had formed a well-estaddi carbon emissions reduction
framework as well as a robust RE sector. It hat/elgt engaged with China by sharing its
own CC mitigation experience rather than antagogi§thina on certain irreconcilable issues
such as obligatory emission targets. Gerrmangllaboration with China was not restricted to
the central government in Beijing but was also edésl to some of the most populous
provinces in China. It had responded well to chanigethe Chinese government's attitude

towards climate change.

The European companies had played an indispengalbde in facilitating the overall
collaborations on the one hand. However on therdthed, they had also undermined the
prospects of further collaborations due to theindack of understanding of changes in the
Chinese RE policy making. Most successful collabons occurred between the European
companies and the Chinese governments when Baeijisiged to have European companies
acting as information providers and experiencedsgltants. While a small number of
European conglomerates had successfully maintathed reputations and commercial

prosperity from their good relations with the Clsaggovernment and companies.

Yet, most European companies did not have the §mddne to develop amicable relations
with the governmental ministries and companies in&. This was in particular in the RE
sector where China experienced a rapid progressleveloping RE. As parts of an
“Indigenous Innovatich campaign, the Chinese government took a strongegohist

approach to ensure the home grown manufacturers ineated favourably. However, most

European companies became the victim of this poheydate carried out by Beijing. As a
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result, they were disenchanted by theagic’ of the Chinese domestic market, and withdrew

from their plans to enter the Chinese RE sector.

Overall, this chapter tested the hypothesis ofthiesis and dedicated itself to investigating
the role of each European actor in determining tluwtcomes of the Sino-European
collaboration on CC and RE. It concluded that tlsdirtttive interests of each actor greatly
impacted upon the results of the collaborationsn&af their interests were irreconcilable

with China, as well as amongst themselves.
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Chapter Seven: Conclusion for the Thesis

Introduction:

This thesis provided an in-depth and detailed eratidn of China-EU relations between
2001 and 2013. Specifically, this thesis invesiedathe collaborations on Climate Change
and Renewable Energy between China and the Europeson. It departed from the
conventional academic literature in the field, whitas treated Sino-European relations as
bilateral ties between Beijing and Brussels, as assbetween China and the national capitals
of the EU member states (MS). Therefore, this thesnbarked on a research mission to
study Sino-European relations by focusing on irdliei institutions and corporate

organisations.

To achieve this, this thesis investigated the treaolicy formation and execution process in
Beijing. It examined the extent to which changefoneign policy priorities and the growing
numbers of players involved in Beijing’s foreignlipg making process have altered China’s
EU policy. It has also investigated individual asterom the European side. In particular, it
has focused on whether the European actors re@ghianges in China’s foreign policy
agenda as well as whether they have respondedtiedigcto shifts in the institutional
balance of power in Beijing. This thesis used Stuwepean collaborations on Climate
Change and Renewable Energy as case studies terati@ikey research question “To what
extent China-EU relations are pre-dominantly debeech by the interests of a diverse range

of foreign policy actors?”

This thesis identified who shaped the bargaining process; on which policy each actor
bargained with, and the outcomes of the relevamgdmaing process. This thesis was

conducted under qualitative research methods wimedepth interviews, triangulations of
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information, and elite interviews were widely ajgpoli

With a strong focus on individual foreign policytaxs, either institutional or corporate ones,
this thesis adopted a process-oriented approa€loreign Policy Analysis to examine Sino-
European relations. In particular, it drew on theseng literature of the Bureaucratic Politics
Model and the Fragmented Authoritarian Model tceiptet the subject. Throughout the
thesis, each chapter demonstrated several congeiiasons to use BPM and FAM to
analyse Sino-European relations. Unlike some exjsiiterature, this thesis did not take a
holistic approach to analyse their partnerships W& grand theories. Instead, it proved that
each individual participant in their partnershipgys a crucial part in determining the

outcomes of those partnerships.

Besides a theoretical contribution, this thesi® aariched the studies of Sino-European
relations from several empirical perspectives. ffiered a detailed examination of the
relations between elements of the Chinese CommbEraigyy (CCP), as the ultimate decision
maker and the Chinese governmental institutionsantixing the CCP-government relations
also revealed the changes in the CCP’s domestaritgs and how such changes were

largely reflected in shifts in Beijing’s foreign loxy.

This thesis has not only restrained its researopesto the Party-government relationship. It
also investigated the interaction between the CCP and the State Owned Enterprises; and the
bargaining process between the central governmagghcies and the SOEs. Some of the
existing literature portrayed “the SOEs as pathefChinese government vehicles to achieve
its political goals” (Downs, 2008; Jakobson, 2010). Whilst this thesis did not deny the claim,

it rather also proved that the SOEs have utilisédctvely their expertise to alter the
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decision outcomes by both the Party and the goventm

This thesis has also paid great attention to tketioas between the provincial government
and the large private owned enterprises (POEsS)s @hea is a new subject of detailed
academic research in regards to the Sino-Europgations and the Chinese foreign policy in
general. None of the existing literature has foduge this particular pair of relationships.
Yet, as exhibited in Chapter 5, a tense and ungieale provincial-POEs relationship
became a major source of the Sino-European sotal ghspute. Given the ever increasing
significance of the Chinese POEs overseas diragsiments, their activities have indeed

proved to influence Beijing’s overall foreign pafidecision making.

Meanwhile, this thesis also examined the EU’s polmaking process on its climate
diplomacy towards China. In particular, it investiegd the EU institutions, the member states
(MS) and the European corporate sector’s respotwsesrds a fragmented policy making
process in China’'s external affairs. This thesiscavered that the disputes over climate
diplomacy amongst the EU institutions and the M8lade applied widely to analyse other
areas of the Sino-European relations. Howevernta@r difference between climate change
and other policy areas lies in the innovation ahtelogy. The European companies had
enjoyed several initial successes while later rigilbadly when China’s renewable sector

reached its own maturity.

Beyond this introduction, this chapter is largelyidied into three sections. The first short
section will conclude the theoretical findings bfstthesis, and contributions to the area of
the Sino-European studies. Given the strong engpiresearch of the thesis, the second and

longer section will summarise the empirical conitibns. The final section will outline the
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difficulties of conducting the research as wellrasv this thesis could enlighten further

studies in the field.
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Section 7.1 Theoretical Contribution

This section will summarise the theoretical findingf the thesis. It will justify the reasons
why some parts of the theories of InternationalaRehs lack sufficient explanatory value to
observe and understand the narratives of the foq@djcy decision making processes both in
China and within the EU. In particular, both Chimad the EU have been treated as non-
monolithic analytical units in this thesis. It isetrefore important to adopt some specific
Foreign Policy Analysis approaches which are neittexived from grand IR theories nor
inspired by a rational choice model. This sectioi also justify the reasons why the
Bureaucratic Politics Model and the related FragexrAuthoritarian Model have been
particularly useful and illuminating to investigdatee FP making process in China and in the

EU.

As referred to in various chapters, the curremrditure on Sino-European relations have
almost exclusively treated their relations as bitat ones, with both China and the EU as
unitary actors when they conduct their own foremplicies. In contrast, this thesis has
extensively tested the hypothesis that the Sin@jigan relations are mostly determined
through a diverse range of foreign policy actoree institutions or corporate. The current
state of the Sino-European relations is the outsoofiéenteractions amongst those actors. As
a result, this thesis has mostly focused on thewebr, intentions and interactions amongst
each individual actor. This thesis does not intémddeny the bilateral dimension of the

China-EU relations. Rather, it suggests that thenptexities of their relations are best

examined through observing the process and thevimehieof individual actors which shape

the outcomes of their relations.

Treating the Sino-European relations as bilateralature has largely ignored the significance
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of each institution in determining relations. Inetltase of China, despite the ultimate
decisions being made by the members at the Star@bngmittee of the Politburo (SCP) of

the CCP, it is impossible for the SCP to deciderydetail of the policy mandate. The SCP
members usually outline the broader policy priestivhereas the relevant institutions have
enjoyed the autonomy of interpreting policies.Ha process of interpreting policy mandates,
some of departments or corporate organisations Ihaendtably overlapped their policy

domains or responsibilities. As a result, bargagnoften arises in the occasions when

budgetary and political powers are contested.

In case for the EU, the Union is renowned for asmplex bureaucratic structure in Brussels.
The EU has also consistently faced severe chakefrgen the MS in most policy areas. |
have given numerous examples to indicate that ti® Hdve often overridden the EU
institutions when they came to develop their owlatrenships with China. Therefore, it
would be too simplistic to conduct the academi@aesh exclusively at a bilateral level of

Sino-European relations.

This thesis offered a detailed account of the huwesic bargaining process within the
Chinese foreign policy making framework. The Bum@atic Politics Model (BPM) design
makes it the most appropriate approach to diselgaihg complexities of policy making
process and to investigate the source of bureacalagputes in Beijing's foreign policy
making. Unlike the conventional wisdom inspired @yRational Choice Model of analysis,
foreign policies are not necessarily being madeeurghreful considerations of national
interests. Rather, the outcome of a specific forgiglicy is a result of numerous bargaining
amongst relevant stakeholders. Officials who anelired in the foreign policy making

process have always manipulated decisions accortintheir personal, or more often,
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departmental preferences.

For example, the Chinese government’s Copenhagecdiand its disagreements with the
EU institutions over issues on climate change Hsen extensively interpreted through the
BPM. Each institution that is involved in climateange policy making in China has had its
own particular departmental interests. The NDRC taedVIFA lacked a sufficient consensus
before attending the UNFCCC Copenhagen Conferdiey fought over the appointment of
the chief negotiator of the Chinese delegation.ifMingreaucratic rifts generated considerable
controversies and a negative impact on the EU, tiogedahe impression that China was
unwilling to play a greater role in curbing carbemissions. China’s inconsistency in
Copenhagen was not a result of rational choice candful strategy planning, but instead

strongly dis-coordinated efforts made by self-iagted governmental institutions.

The BPM has become even more suitable for appdicatwhen interpreting European
institutions dealings with China when it came tatters on climate diplomacy. As discussed
in the last chapter, there are a number of equalhprtant EU institutions which engage with
China over issues on climate change and renewalglgyy Each institution has wanted to
pursue its own distinctive interests with Beijirf§ome institutions have argued that China
should establish an obligatory emission target e&®rothers insisted emission targets were
technical details. The EU should focus on its oNéoag-term relations with China without
over-exaggerating the technical details. The reetilthis diverse range of departmental

interests has therefore generated a confused aoldarent foreign policy towards China.

Interestingly, this lack of coordination has notlyoeen exhibited in the EU’s climate

diplomacy. It has been widely demonstrated in th#isEoverall China policy. The EU
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institutions and MS have had bitter spats over Hmwnion should engage with China more
effectively. Their climate diplomacy with Beijingal been only the tip of the iceberg which
illuminates the complexities of the EU’s policy nvad process. To this extent, one cannot
treat the EU as a monolithic entity with only oreoinated interest in the development of

its relations with China.

Most scholars who have used the BPM to interpretiquéar foreign policies believed that
the BPM is equipped with solid explanatory value liberal democracies. However, this
thesis discovered that the BPM could also be oéluimble assistance to investigate non-
liberal democratic states’ foreign policies, sushrathe case of China. Despite being without
a multi-party system, the Chinese political indidns consists of a number of equally
important vested interests groups. These groupsnaialy formed for the interests of the
CCP and have constantly lobbied the Party to enthae interests are represented in the

decisions made by the CCP.

The vested interests groups come in the formsmfalegovernmental institutions, provincial

government agencies, the PLA and the State Owneerises (SOEs). With regards to

Sino-European relations, this thesis focused ongimeips such as central governmental
departments, provincial authorities and the SOHBsoUdghout several chapters, this thesis
investigated various bargaining scenarios amorfgstet groups as well as their intricate
relations with the CCP. Within the bargaining piss;ehis thesis discovered that the relations
between the Party and the relevant interests grbaps not always been straightforward and
are not of the top-down model as often perceivéet ifiterests groups have been effective in

their attempts to shape final decision outcomes.
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This thesis also discovered that the BPM has aissepted a distinctive explanatory value to
interpreting both Chinese domestic and externalirsff The main reason for this is due to a
consensus-building style of decision-making beindely practised amongst members of the
SCP in the CCP. Achieving a consensus requires ana,few, SCP members to trade off
some favours with other SCP members over disagnesnan a particular issue. In the
process of bargaining, relevant interests groupsldveeek to influence the opinion of some
SCP members to ensure their interests are repessels a result, consensuses amongst the
SCP members have become the lowest common denomaifatarious interests groups. The
BPM has exhibited its great relevance in interpgetiSino-European collaborations on
renewable energy. In the case of the CGNPC, itesstally persuaded two members of the
SCP to ensure its new model of nuclear reactor Riimce was the chosen model, which left

its corporate competitors empty handed.

Throughout Chapter Two, Four and Five, this themigphasised the importance of the
Fragmented Authoritarian model (FAM) to interpretithe Chinese FP making process. The
FAM derives from the BPM and aims to explain changeinstitutional power distribution

and intricate bargaining processes amongst relea@nts when it comes to the formulation
of decisions. It examined relations between theradt the very peak of the power structure
and those stakeholders who are aiming to constapt¥ to influence the ultimate decision

makers.

Within this thesis, the FAM allowed one to inveat the complexities of decision-making
within the Chinese political system. In particuldarenabled one to examine the relations
between the Party and the various bureaucratiaosaciheir interactions have resulted in

different kinds of Chinese foreign policy that oweuld not be able to interpret through a
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Rational Choice Model. | used the FAM throughoue tthesis to explain both policy
formation and implementation processes. In the g@®cof policy formation, the Party
allowed bureaucratic, or corporate, actors to mteexpertise for decision-making. While at
the implementation stage, the Party allowed greatstitutional autonomy to transform
broader policy guidelines into detailed rules aaedutations. Each institution and corporate
organisation has extensively adapted this polickintasystem and made attempts to shape
the policy outcomes at both stages. Moreover, aeeithe formation nor the implementation
stages are static. A particular policy implementathas often paved the way for policy

updates or further reforms.

Related to the empirical subject of the thesis, FAM is also equipped with a particular
value in interpreting China’s climate diplomacy.elheasons are twofold: firstly, climate
change and energy security are twin prioritieshaf CCP. They are also dominating both
China’s domestic and foreign affairs agendas. Witiie Chinese policy making process,
there are a number of equally important instituigi@amd corporate actors involved in China’s
domestic environmental policy and climate diplomaggnda-setting. Given the expansive
quality of environmental policy making, the Partpstly relied upon individual institutions’
expertise to formulate the relevant energy or dem@hange policies. As a result, the actual
policy outcomes and China’s collaborations with #d are the results of balancing the

interests of, and bargaining, amongst a numbegle’ant stakeholders.

Secondly, unlike some other areas of foreign pali@king, environmental diplomacy does
not involve territorial disputes and military dephoents. Therefore, climate diplomacy does
not require the CCP to make swift decisions onstiitgect. This nature of climate diplomacy

allowed various institutions to participate in fhcess and to make bargains back and forth
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with the Party as well as amongst themselves. iBoetktent, the FAM has been of invaluable
assistance in interpreting each individual bargenrocess. While in states of emergency,

the FAM has its own limitations to interpreting Gais foreign policy.

As observed throughout these chapters, the scapearients of the Chinese foreign policy
have expanded rapidly since China’s admission¢dNiO. The roles of economics and non-
traditional security have shifted from the perigido the centre of China’s external affairs.
Because of the nature of these new subjects, tbente from the conventional diplomacy
such as territorial disputes and political exchangad therefore require the decision makers
to have sufficient expertise on every single subjecformulate appropriate policies. As a
result, the numbers of institutions that partiogpah decision-making have expanded
correspondingly to meet the criteria of seekingi@h\from the experts. These shifts have

offered various institutions a unique opportundyshape China’s foreign policy.

In particular, those institutions such as the MOS&iAd the NDRC, which are not
conventionally perceived as foreign policy acttwaye flexed their muscles to shape the final
decision according to their preferences. Theiurfice has become even more substantial as
their expertise is required more and more oftemftbe very top of the CCP leadership. As a
result, institutions that are conventionally seem fareign policy actors have been
marginalised in the process of policy consultago formation. The FAM has proved to be
particularly useful when examining the shifts inlipcal gravity and balance of power
amongst corporate actors. Similarly, the FAM cdoddused to interpret monetary diplomacy
and other non-traditional security domains of exdéraffairs in China. There will be
sufficient room for conducting further researchtbe Chinese foreign policy from a FAM

perspective.
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In summary, this thesis proved the usefulness ef BRPM and the FAM in interpreting

China’s foreign policy making process. The BPM k& reinforced the observations of a
bureaucratic EU in making its China policy. Both dets have acted as effective tools to
investigate the complexities of Sino-European mahst Yet, this thesis does not deny the
validity of grand theories of International Rela$oin interpreting the China-EU relations.
Rather it suggested that a combination of BPM akll Rad provided a good alternative to

examining the process of making a state's foreadicyp
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Section 7.2: Empirical Conclusion

This longer section will summarise the empiricae@rch findings of this thesis. It aims to
justify the relevancies of those case studies dsedi throughout this thesis. In particular, this
thesis has disentangled the intricate relationsvéat the Party as the ultimate decision
maker, and the various relevant stakeholders impisgaChina’s EU policy. It has also
focused on the conflicts and various bargaininghades that have occurred in the policy
formation and implementation processes amongsbwsiinstitutional, and corporate, actors.
In doing so, this thesis used case studies on kikeacEU collaborations on climate change
and renewable energy to test the main hypotheats @hina-EU relations have been largely
determined by a diverse range of interests fromuétittde of foreign policy actors. It has
enriched the current literature by focusing onpbécy making process from a bureaucratic

politics perspective.

1) The Party as the Ultimate Decision Maker and the Qaral Governmental

Institutions as Foreign Policy Actors

As outlined in Chapter One, this thesis intende@xamine the complex relations between
the Party and the various levels of governmentatititions when they come to take

considerations on China’s EU policy. It concludedttthe relations between the Party and the
governmental institutions are not always formedaitop-down and static style as is often

perceived amongst the scholars and foreign poliagtjtioners in the West.

The self assumed legitimacy of the CCP has shifted ideology to an effective governance
and problem solving capacity. Therefore, the CCB tw respond to newly emerging

challenges and to change its policy priorities adicgly, in order to improve its effective
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running of the state. This in turn helps the CCPrdétain and reinforce its governing

legitimacy. Climate Change and environmental degfiads have recently emerged as two of
the most daunting challenges for the CCP’s capglmfigoverning. Therefore, the Party has
prioritised tackling environmental challenges iderto address public grievances driven by

a deteriorated environment.

In responding to the changes in policy prioritié® CCP has restructured the existing central
governmental institutions and created some newageno fulfil the tasks of curbing carbon

emissions and maintaining a sustainable level efgnsupplies. As a result, the emergence
of climate change as an imminent political chalkeings triggered profound changes in the

distribution of bureaucratic power.

The Party sets the bureaucratic status of eachatemtd provincial institution. It also grants
the specific authority of producing certain politygasures, to each institution. This authority
that is given by the CCP has often been accompanmittd responsibilities and budgetary
powers. Certain policy responsibilities are inebviya shared by several governmental
departments. Consequentially, relevant departnteaus competed for influence with the top

leadership of the Party and tried their best tainetheir share of power.

This thesis gave detailed analysis in Chapter Twd &our to exhibit how relevant
government departments have utilised their expetismake sure they are vital parts in the
formulation and execution of China’s foreign anem@y policies. It has discovered the two
major reasons why new FP actors have emerged wbitee conventional FP actors have
declined. Firstly, as argued above, the scope antents of Beijing’s foreign policy have

expanded enormously due to changes in the polioyites of the CCP.
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Secondly, and a related reason, is the making afia®hFP has required more professional
expertise than general knowledge. This demand iperise has corresponded to the
expanding scope of China’s foreign policy agenda.@result, those institutions that are
equipped with the requisite expertise have gragiedtome the agenda-setter whereas others
have been marginalised. This in turn has led torsiderable shift in the institutional balance

of power within the Chinese foreign policy makinggess.

This thesis has discovered that policy changesdrastidutional power shifts have generated a
greater impact upon China’s EU policy. As ChapteroTobserved, the Sino-European
relations have developed towards an ever more eacnand trade focus in the wake of the
global financial crisis. The year of 2008 markedea-change in Sino-European relations.
Mostly, the normative issues that the European igmuents used to emphasise, have become
less relevant to their relations than when compéaoethe pre-2008 period. Instead, policy
areas on monetary policies, China’s direct investsit®o Europe, technology cooperation and

tackling climate change have been at the coreeoptticy agendas on China and the EU.

Accordingly, under China’s FP making framework, tbke of the MFA as Beijing’s FP chief
executive has been severely undermined by otheroatias and science focused institutions
when China has sought to forge closer relations Bitussels and the EU Member States
(MS). China’s participation in the Sino-Europeannisierial-level dialogues has clearly
demonstrated this institutional power shift. Foamyple, the MFA was previously at the
centre of almost all China-EU policy dialogues.,Yae MFAs general knowledge of China’s
FP has become insufficient to conduct dialoguesnwthese policy dialogues have become

more technically focused and areas specific. Thetrabvious example given in this thesis
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was in the Sino-European Climate Change Ministedialogue in 2009. China’s National
Development and Reformation Commission (NDRC) bdgattictate the composition of the
Chinese participants as well as the contents obDiagues, something which the MFA was

initially responsible for between 2007 and 2008.

In the area of economic and trade affairs, the lMKFAle has been largely challenged by its
long-standing ultimate rival, the MOFCOM, and otle®monomic-oriented institutions. The
Sino-European solar panel dispute has been pantigullluminating to indicate this
institutional rift. The MOFCOM was the chief negdbr to oversee and to resolve the
dispute, whereas the MFA had little to get involweith except delivering the negotiation

results from the MOFCOM'’s delegates table.

In the midst of European sovereign debt crisis, ieevly emerged FP actor, the PBOC,
China’s central bank had assumed its position &onghion the debate on whether the Chinese
government should save the Euro. The other FPsaach as the MFA and the MOFCOM,
could not compete for influence over the final demm outcome even if the MOFCOM
aspired to persuade the Chinese government to aseréhe proportion of the Euro
governmental bonds held by China. This is largelgduse monetary policy certainly requires
the decision-maker to have a considerable amoukhoivledge on macro-economics. The
CCP top leadership has always trusted the PBO@degpice for managing monetary policy.
It had no objection to the PBOC when it decidedtoatnake any further investments in the

fragile European bond market.

Beside those conventional FP actors detailed alibeegxpansion of China’s EU policy has

also triggered the further involvement of someiingons that were not previously seen as
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FP actors. The most noticeable institutions areNBD&RC and the Ministry of Science and
Technology (MOST). Throughout these chapters, thissis has ascertained that their
prominences in the Sino-European collaborationsevmostly driven by shifts in domestic
political priorities. None of the institutions ihd past played major parts in the formulation
and implementation of Beijing’s foreign policy. Hewer, both institutions have recently
utilised the imminent environmental challenges amigue opportunity to become the chief
executives in China’s climate diplomacy and intéoral collaborations on curbing carbon

emissions.

Meanwhile, the nature of tackling climate chang€)Y@nd developing renewable energy
(RE) are derived from scientific innovations, iniah both institutions have been at the
forefront of driving the technology innovations©hina’s RE sector. The NDRC has enjoyed
its undisputed power due to being involved in alihadsdomestic economic decision-making
processes. It has argued that curbing carbon emsssshould be an integral part of
cultivating industrial innovation. Therefore, thdDRC should naturally become the chief

policy executive on China’s climate policy.

Based on several interviews from relevant offigialss thesis discovered that the NDRC's
determinations were also a result of the MFA's latlawareness towards the concept of CC.
As showed in Chapter Four, since the mid-1990sMRA did not think CC would become a
major transnational issue which would be placedhat core of international politics. It
mistakenly gave up the responsibilities for oversgeChina’'s UNFCCC negotiations
between 2001 and 2006. As the importance of tagkl® grew, the MFA made several
attempts to restore its authority over dealing v@thina’s climate diplomacy. However, it had

largely failed to do so as the NDRC had establistseedwn centre of gravity in the area.
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The NDRC's authority over CC has been severelylehged by the MOST. This thesis
discovered that the MOST had successfully secusenan lion share of power when it came
to collaborating with the EU institutions and the BEhember states. The main attribute to the
MOST's success was because of their expert rolspecific policy areas. The CCP top
leadership considered that the MOST is at the fon¢fof running China’s scientific
innovation policy. CC is an issue where science d&ngh politics have inexorably
intertwined. As a result, the MOST has taken theative in charge of most international

scientific collaborative projects.

The MOST has effectively utilised its role as tliieet science advisor to the top leadership.
Alongside the reins of international collaboratiotiee MOST has established itself as the
leader of the Sino-European flagship collaboragix@ects on nearly-zero carbon emissions,
a project which has boosted the MOST’s budgetanyepcand reinforced its bureaucratic
status within the policy making process. As theldisrsecond largest carbon emitter, China
has inevitably been required to increase in itpaasibility to tackle CC. To this extent, CC
has gradually become a major component of Chinags expanding FP agenda. Therefore,
the MOST has become an indispensable FP actorenptbcess of formulating FP and

forging collaborations with the EU.

Throughout these chapters, this thesis has patlgubmphasised the role of “expertise” in
determining China’s EU policy. The role of “expedi has become even more prominent
when it comes to examining the role of the Chinstsde owned enterprises as a type of
foreign policy actor in forging collaborations withe EU. This thesis has provided narratives

on the formats that the SOEs adopted to persuadedhtral government, as well as for
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whom the SOEs chose to lobby at the top leaderdttipe CCP.

2) The SOEs as foreign policy actors and their relatios with the central government

and the Party

This thesis has devoted detailed analysis to the abthe SOEs in determining Sino-EU
relations as well as the SOEs’ impact upon the av&hina’s FP making process. In
particular, it has retained a strong focus on tRES participation in determining China’s
policy in the non-fossil fuels sector. In recenaigge much literature has investigated how the
Chinese SOEs have shaped policies in the fosd# sextor as well as determined foreign
policies related to energy security. However,ditttsearch has been conducted in the SOES’

interactions with the central government in the-fassil fuels sector.

Within the non-fossil fuels sector, this thesis loéscovered that the relations between the
SOEs and the CCP and the central government argtnagght forward top-down or bottom-
up approaches. Their relations vary significantgpehding on individual cases. The key
difference between the SOEs in the fossil-fueltcseand those at the renewable sector are
their commercial interests are not always in cenflvith those of the Party and the central
governments agencies. Instead, the role of expens been vital to the elimination of the

potential conflicts amongst the SOEs, the centgahaies and the Party.

As established in Chapter Two and Five, the SOEs craracterised as a hybrid of
government departments and corporate organisatilmsrecent years, the Chinese
government has required, and encouraged, the SOEbetome more profitable in

international markets as well as at the domesticketaln particular, those SOEs that are
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located in the fossil-fuels sector have had lomghteverseas operations. In the process of
profit maximisation, these groups of SOEs havenofempardised themselves in politically
unstable quasi-states and contested waters inetirels for raw materials for both political
and commercial purposes. Most of these raw maseniale directly sold in the global market

without being shipped back to China.

To this extent, their corporate activities havessglimany controversies both at home and
afar. The Chinese government has been in frequsputegs with some of the SOEs in the
fossil fuel sector. The SOEs have therefore forme@ formidable vested interests group to
bargain with the CCP and the central governmentmthey executed the policy mandates
made by the very top. They have intensively loblileelmembers at the SCP to ensure their
commercial gains are sustained and that they doeved to continue their overseas
operations. As a result, there have been inevitbfuent spats amongst the decision makers

from the Party, the central agencies and some $0ths fossil-fuels sector.

However, the picture looks rather different in thaewable sector as investigated in Chapter
Five. The renewable SOEs act as invaluable infaomaproviders to both the CCP top
leadership®™ and the central agencies. Developing RE has beenyarecent phenomenon in
China’s energy policy making process. Neither the keadership nor the officials in the
central government is familiar with the RE industand both of them have turned to the

renewable SOEs for advice and guidance.

In the process of providing advice, the renewalES have often skilfully managed to

combine their own commercial and political intesesito the top leadership or relevant

183 Refers to those seven members of the SCP
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agencies. Throughout my interviews, | discoverexd the renewable SOEs were particularly
close to the top leadership within the Party. Ahdyt have often by-passed the central
governmental departments and directly advised tee/ \peak of the Party. On most

occasions, their proposals are unlikely to be dedliby their recipients, primarily because
most of their renewable projects have not involgadiging geo-political risks like most

overseas fossil-fuels projects have required. Dipeléadership and the central government
agencies are more than happy to follow the poli@pgpsals that were carefully drafted by

those renewable SOEs.

Like any other process for making China’s foreigrliqy, competition has often occurred

amongst the similar ranked bureaucratic organisatiand corporate bodies. There is no
exception in the process amongst the renewable SMER they come to provide expertise
and advice to the ultimate decision makers. Theyrafierce competition amongst one other
to elevate their bureaucratic standing and grarmeporate reputation. The process of
advising the top leadership has inevitably beconmatwNina Halpern has described as a
process of “competitive persuasion” where each $tKes its own best attempts to shape

the final decision outcomes (Halpern, 1992: 125).

Such a competition has been particularly relevanthe study of the Sino-European RE
collaborations. Chapter Five examined the competibetween the CNNC and the CGNPC
in searching for European partners to develop CGhiirat locally designed nuclear reactor.
The success of this collaboration has been a raceirence amongst the many Sino-
European projects. One of the key factors for tleeass was due to the CGNPC'’s successful
persuasion of two members in the SCP of the CCP thadby-passing of the central

government agencies. By doing so, the CGNPC bedhmechosen company to design
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China’s first home grown civil nuclear reactor.wWas distributed a generous amount of
financial assistances and made its name known mpeu It also reinforced its long-term
partnership with EDF, the French utility conglomerate; this in turn has further assisted its

construction projects in the UK. In this contextjndicated the extent to which a SOE’s

successful persuasion of decision makers couldexate Sino-European RE collaborations.

Despite the difference in the various sectors, careot deny that the Chinese SOEs formed
strong vested interests groups to lobby their sagenn order to ensure their corporate
interests. Many SOEs are ranked equally to a mynist a vice ministry. Therefore, their

relations with the central agencies also deservieatee detailed examinations. The central
agencies constantly intervene in the business itietivof the SOEs. On most occasions,
interventions from the central agencies are notemkd and have caused grave financial

damage to the SOEs.

This thesis has also examined the interventionducted by the central agencies in the SOEs
and their severe impacts upon overall Sino-EurogeBncollaborations. It concludes that:
firstly, interventions made by the central minssri were driven by the blurring
responsibilities of various governmental departmebespite the SOEs being powerful, they
could not insulate themselves from interventiond #merefore often become the ultimate

victims of the interventions.

Secondly, interventions made by the central agenaie for the purpose of competing for
political importance and the large budgetary powerthe government department. The
central government departments have no direct tbjecto the business activities from the

intervened SOEs. Their interventions in the SOEgparely for political reasons.
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Thirdly, such interventions have often undermindue tprospects for international

collaborations. This is largely because most fargigrtners lack sufficient knowledge of the
Chinese political system, and the conflicts betwésgir Chinese SOE partners and the
relevant government ministries. In addition, thegerventions have mostly occurred at the

central government level where the SOEs are ovelisgéhe central agencies.

This thesis provided two detailed case studies NMOOCs and its collaborations with BP
and VESTAS in the RE sector to illustrate that thain attribute to the failure of the

collaborations were driven by government internvamtand a lack of clarity of institutional

responsibilities. These interventions and confusioave inevitably prevented further fruitful
collaborative initiatives. It illuminated how mudahternal conflicts amongst various foreign
policy actors could generate negative impacts uperoutcomes of external affairs. It further
indicated the study of domestic sources of theigor@olicy has been of vital importance to

investigate the overall FP making process.

As mentioned previously, scientific innovation aexpertise have played a crucial role in
facilitating China’s renewable energy boom. Thisewable renaissance has provided a
unique opportunity to allow smaller growth-drivemiviate companies to participate in
technology and industrial innovation. Unlike in tussil-fuels sector, the RE sector is not a
state-controlled, monopoly sector. Participatiamsf the private enterprises are encouraged.
As a result, private enterprises activities in Ravéhalso deserved to become a subject of

academic research.

3) The Relations between the Provincial government andthe Private Owned

340



Enterprises (POES)

This thesis has explored the relations between piavincial governments and large
renewable POEs in the process of participating ino-f£uropean collaborations. It
discovered that the unprecedented commercial ssicokeshe large renewable POEs has
triggered fierce competition, and not collaborasiowith European renewable manufacturers.
The provincial government’s price manipulations autbsidies have also become another
main attribute to the Sino-European solar pangidudes There are occasions where the POEs
are directly influenced by the central agenciesweleer, this thesis has only studied the

relations at the provincial level due to the releaof the subject matter.

By examining the relations between the renewabl&$2@nd the provincial governments in
determining the Sino-European relations, this thésis made a modest contribution to the
existing literature in the field. This is largelgdause there is a dearth of literature that has
examined the role of provincial governments and B®Es as influential foreign policy
actors in China’s external affairs. Related to shedy of the Sino-European relations, this
thesis has tested the hypothesis that their resi@oe shaped by a diverse range of interests
from multiple foreign policy actors. As Chapter &iwobserved, both renewable POEs and
their respective provincial governments have enteegesignificant foreign policy actors that
have generated a considerable impact upon SinopEarorelations. Therefore, it is of the
vital importance to examine their motivations aneeds in participations in the Sino-

European RE collaborations, or more accuratelthemr competition with the Europeans.

This thesis also concluded that the bargainingioglships in Chinese energy policy making
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have not only existed in the traditional fossillfusector between the SOEs and the central
bureaucracies but have also largely played out dmtwthe POEs and their respective
provincial authorities. Despite these bargainingvdies occurring at the provincial level, the

rules of the bargaining process have largely reathihe same as that which takes place at

the central level.

Just as the SOEs studied in this thesis are sulgenterventions in their business plans by
the central government, most POEs are under thectdinfluence of their respective

provincial governments when it comes to their besgactivities. This thesis discovered that
the POEs and their respective provincial governsibate forged semi-submissive relations.
On the one hand, the POEs are the main contribatdre provincial GDP growth and tax

revenues. These POES’ respective provincial autésrhave then heavily relied upon their
financial contribution to boost the local econoniferefore, these POEs are offered, and

have enjoyed, a whole range of concessions fromphavincial authorities.

On the other hand, the provincial governments maostly retained their autonomy to dictate
the proportion of local enterprises revenues shaetdieen themselves and the enterprises.
As a result, the provincial governments and locétgrises have formed a classic bargaining
relationship under this particular institutionattsey. The latter have always wanted to retain
a larger proportion of their own profits whereas former indulged in all sorts of policy

tools to extract the profits or to control the psaccording to their own political preferences.

In the process of bargaining, the provincial goweents have still retained the autonomy to
indulge in price manipulations of certain produasd financial resource distribution for

enterprises. The local POEs have made their bésmpts to access additional financial
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resources from the authorities. For the local PO&sng such a bargain could undermine
their prospect to obtain state-owned bank loansfavmlirable tax concessions. In contrast to
the SOEs, the local POEs are in a weaker bargapmsgion with less political capital and
allies in the government at their disposal. Assaltethe local POEs are more likely to accept
the bargaining conditions that are initiated byirth@ovincial authorities, even if such
conditions would severely minimise their profitatlyiland cause damage to their corporate

brand image.

This thesis offered a detailed case study to dismye and to expose the complex relations
between the provincial governments and the POEs.Jidngsu provincial government and
Suntech, one of the largest solar panel manufasturehe world, were the main protagonists
in that case study. By doing so, this thesis disoed that the companies like Suntech relied
upon the provincial authorities’ fiscal and pol@icsupport. Suntech has never acquired a
strong bargaining position, even if the JiangsuviPimal government once relied upon its

commercial success to boost the local economy.

Suntech did not voluntarily become involved in t8&o-European solar panel dispute.

Rather, it had a very weak bargaining position aag dictated to by the Jiangsu Provincial

government’s planned solar panel price manipulafldve Jiangsu government’s intervention

to Suntech’s business development strategy wabas®d on careful business consideration,
rather, Suntech served as a convenient vehiclgfuliling the provincial government’s

policy target.

The case study of Suntech has only revealed theftighe iceberg when it comes to the

complexities between the provincial governments tradr respective local POEs. Yet, it
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illuminated the extent to which individual proviatigovernment could trigger substantial
influence on overall Sino-European RE collaboraiofhe Jiangsu government’s coercion
had already been repeated by other provincial gonents on their own local renewable
manufacturers. As a result, the price of solar |sadepped drastically in the global market.
This was because China accounted for almost 90%olaf panel manufacturing and was

under renewed pressure from their European coropetit

To a large extent, the Jiangsu provincial goverrtimgorice manipulation has decisively
undermined the prospect of further Sino-Europearc8&borations. Its motivation to do so
was not driven by foreign policy considerationstHea it was driven by political interests to
fulfil a policy target. The provincial government ohis occasion inevitably participated in
China’s EU policy making. It would be impossible ggamine the provincial government’s
motivations through the rational choice model ofefgn policy analysis because its

motivations have been almost exclusively driverdbgnestic considerations.

This thesis has given a very strong focus on Chi&J) policy making process as well as
attention to individual Chinese foreign policy astoeither conventional ones or newly
emerged actors. Yet, the thesis has also evaltlatetesponses from the Europeade; the
focus was not exclusively on Brussels, but extendédl the larger member states and the
European renewable conglomerates that have beenlyh@aolved in the EU’s climate

diplomacy to China.

4) The EU institutions response to their Chinese cmterparts on Climate Change and

Renewable Energy Collaborations
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It would be impossible to complete this thesis e Sino-European relations without
examining the role of the EU in the relationshipkerefore, the thesis has also dedicated
itself to investigating the role of several Eurapdareign policy actors in determining the
outcomes of the Sino-European collaborations omé&ik Change and Renewable Energy. In
particular, it has thoroughly examined the extenwhich the EU institutions have responded
to the changes in China’s EU policy, and the ingthal shifts in the balance of power

within China’s foreign policy making process.

Throughout Chapter Three and Six, this thesis iresdfd that the EU institutions were
renowned for its complex bureaucracies. There waaexteption when Brussels formulated
its climate diplomacy towards China. It has sidathwnany other scholarly works in the
field, and argued that the EU institutions lacked'Horizontal Consistency” to reach

agreements on the Union’s China policy amongstousriinstitutions (Nutall, 2001).

Meanwhile, it also summarised that the EU insttogi suffered from “Policy Inconsistency”
when each aspect of the EU’s China policy wereomflcts against one other (lbid). Related
to the climate diplomacy, each institution in Brelssviewed the overall policy objective very

differently. As a result, inter-departmental coctfli lingered and deepened in Brussels.

This thesis has contributed to the existing acaddit@rature by specifically investigating
how the EU institutions respond to the ever indregg complex foreign policy making
process in China. In particular, it departed fraoxaraining the Sino-European relations as a
bilateral relationship, which most existing schiglaworks have done. Instead, it has
investigated the relations between the EU instihgiand their Chinese counterparts in the

Chinese central government.
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This thesis has treated each EU institution and bbeenstate as individual foreign policy
actors. It observed the motivations, behaviour iatefactions of each actor to respond their
Chinese counterparts. By doing so, it concluded tha distinctive interests of each
European actor greatly impacted upon the outconfigheo collaborations. Some of their

interests were neither reconciled with China nooagst themselves.

Throughout Chapter Three and Six, this thesis dis@a that the symptom of inconsistency
in the EU not only existed in the EU’s climate diplacy but was also persistent in almost
every aspect of the EU’s China policy. Climate GjeafCC) and Renewable Energy (RE)
collaborations were not excluded from this conditith demonstrated two major institutional

failures from the EU when it came to their engagaisi@ith China on CC issues, namely a

lack of institutional resources and insufficientgmnal capacity.

This thesis concluded that all the examined EUitutsins have demonstrated institutional
constraints and personal incapacity when they cctieduclimate diplomacy towards China.
Based on various research interviews, it discovératia large numbers of officials and staff
members within the EU were not equipped with sidfit understanding of China’s energy
policy making process. They could not distinguisé tole of the NDRC and the MOST in
the process of formulating China’s CC policies. Har the officials or staff members have a
reasonable level of Mandarin with which to folloetlatest updates and shifts in China’s CC
policies, which are usually only announced in Ch&eTheir lack of knowledge of the
Chinese language has undermined their ability tiggaand to respond to, the latest policy

and bureaucratic shifts in the field of energy andironmental protection in China.

Besides their institutional constraints and persamzapacity, each EU institution that has
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been involved in conducting climate diplomacy holdsy different views on how they

should engage with China. Each institution stoodif® own departmental interests. This
thesis gave plenty of examples to exhibit a laclpalicy coordination and inconsistencies
amongst those EU institutions. One of the most alwiexamples is when The DG Clima
insisted that China should set up obligatory targehereas the EEAs dismissed the DG
Clima’s persistence on the subject. The EEAs betlethat CC mitigation should become a
strategic objective without creating too many disagnents on technical details. Yet, the DG
Clima claimed that no obligatory target of curbiegnissions indicated China had no

willingness to tackle CC issues or to collaboratiwhe EU.

The DG Trade was seen as the most important itistitin dealing with China in Brussels. It
insisted on imposing stricter standards on the €enrenewable manufacturing exports to
the EU. It was the initiator and chief operatottltd controversial Sino-European solar panel
dispute. It relentlessly dismissed all other EUtitnEons’ objections to its high profile

accusations towards the Chinese solar panel impaashe Common Market.

This thesis also discovered, like any other aspeftthe Sino-European relations that the
Ministerial-level policy dialogue on Climate Changes the regular mechanism used by the
EU institutions to engage with China. However, thdicy dialogue has largely remained
superfluous and has shown a lack of subsistentieeagears have gone by. Part of the reason
for this was because the DG Clima’s authority asfatrganiser of the dialogue was severely
challenged by the other institutions dealing withhir@ simultaneously. Their inter-
departmental conflicts on climate diplomacy havet $ieeir Chinese counterparts a confusing
message. This in turn triggered the Chinese cemsétutions to question the willingness of

the EU to collaborate with China in these areagh¥t trust on both sides, collaborations
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were hardly able to progress much further.

5) The EU member states and China collaborations o€limate Change and Renewable

Energy

Apart from the symptom of inconsistencies in Brisséhe EU institutions’ authorities
dealing with China have been severely challengethéynajor EU Member States (MS) that
have clear climate diplomacy agendas. This thediscted two large MS as examples to

investigate their engagements with China on iseti€C and RE.

In Chapter Six, this thesis chose the United Kimgdand Germany’s CC and RE
collaborations with China as its case studies.réasons for Germany and the UK's selection
as the analytical objects are threefold. Firstlgthbcountries have long established, and
sound, economic ties with China. Secondly, botmtiees have had strong competitive edges
in CC and RE sectors. They are the front runnergie carbon reduction and renewable
technologies which China has long desired. Last, rmt least, normative issues have
undermined the bilateral relations of both coustmath China. They have utilised CC and
RE collaborations as a means to repair, or to oetef their relations with China. Their
renewable collaborations with China have been lgnggpresentational of other MS’s China

strategy in the process of minimising normativeiéssengagements.

From these two case studies in Chapter Six, ane ssher examples in Chapter Three, this
thesis has concluded that China’s perception arptdhy between political sensitivity and
economic deals was heavily criticised by the Euanpgovernments, and yet it had proved to

be one of the most effective and brutal means bigiwBeijing conducted its foreign policy.
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Therefore, progresses in CC and RE collaboratieanddcnot be made without amicable
bilateral relations between China and the otheropemn countries. The Chinese
government’s tactic of using normative issues tetpane business deals has been extended
into collaborations in CC and RE sectors. This olen has been reinforced by other
scholars’ remarks that Sino-European relationsttaeoutcomes of intertwined high politics
and business contracts. Despite China’s own witless to develop CC and RE technologies,
its collaborations with the EU MS could not progrefsirther without overall amicable

political relations.

Part of Chapter Six compared and contrasted theadk Germany in the process of their
collaborations with China. The UK had suffered frtime consequences of Prime Minister
David Cameron meeting with the Dalai Lama, whiclagonised the Chinese government.
As a result, Beijing had frozen Sino-Britain retets for nearly 18 months as a means to
retaliate. The British government offered an invaa to a state-owned Chinese civil nuclear
company, CGNPC, to jointly build a civil nuclear vper station with EDF, as a

rapprochement. Yet, still the Chinese governmeitised all sort of diplomatic means to

express its dissatisfaction to London. The collabon on RE has progressed, yet it was

much troubled and disturbed by their problematiatbral relationships.

In contrast, the German government has carefulparsged the normative issues with other
collaborations with China. Berlin was fully awarktlee Chinese government’s determination
to curb emissions and to establish a competitiveewable industry. It has therefore
successfully combined its climate science expedgkenthusiasm over curbing emissions as
part of its China policy. Unlike the EU instituti®nthe EU-China Ministerial Climate Change

policy dialogue had only touched the surface okliag CC. The German government had
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set up and executed a comprehensive and well thaugltollaboration plan across all levels

of the Chinese government apparatus.

Yet, the German’s success in China was at the egseaf undermining the EU’s overall
engagements with China in the fields of CC and G&rmany also openly opposed the EU
Commission’s launching of an investigation agathst Chinese solar panel exports even if
some of the German companies were the main adwdtatéhe EU Commission on this

occasion.

This thesis has also compared and contrasted tiwesmajor MS’ responses to changes and
shifts in the Chinese foreign and energy policy-im@lprocess. For the UK, it became caught
in an inter-departmental bureaucratic rift betwées MFA and the MOFCOM in Beijing.
According to several of my interviews, the Britigbvernment and some of its policy pundits
have long viewed China as a monolithic state incwiihe decisions made by the SCP of the
Party would be delivered timely, and without mudrdaining, within the decision-making
process. However, the British government did nalise that Beijing’s foreign policy-making
process has gradually evolved from decisions bewagle by one single committee, to a
system where decisions are instead the lowest comm@nominator amongst the

stakeholders.

The MFA in Beijing intended to use the controvesseround the Sino-UK relations to
compete with its nemesis, the MOFCOM, in termsnfiuencing the top Party leadership’s
policy mandates to the UK. It aimed to show both Barty, as well as its rival, that the Sino-
UK bilateral political relationship was of equal igfet to their trade partnership. The MFA's

vociferous criticisms and abrupt response to frabeeChina-Britain bilateral ties reflected
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its success in persuading the top leaders to tdlkardline towards the British government.
Based on the research interviews | conducted fap@hm Six, the officials from London
seemed not to be aware that such a bureaucrapatdisould generate the most disruptive
impact upon its relations with Beijing. To this emt, one can conclude that the British
government has failed to recognise and to resptiadtieely to the institutional shifts in the

balance of power in the Chinese foreign policy mghkprocess.

In contrast to the clumsiness of the British goweent, Berlin had prepared and conducted
effectively its climate diplomacy agenda with Chi#e observed in their CC collaboration
plans, the German government had not only engagtdtiae central ministries in Beijing
that were in charge of China’s CC policy, but atsémultaneously engaged with individual

provincial governments that possessed sufficiepeggnce in tackling CC issues.

Such provincial level engagements exhibited then@argovernment’s understanding of the
Chinese energy policy making process. It recognibad the provincial governments did

carry considerable political and economic weighewlt came to the execution of the central
government’s climate and environmental policieseréfore, the German government paid
particular attention to, and effectively communézhtvith, some of those chosen provinces in

order to implement its own climate diplomacy agewita individual provinces.

The MS’ individual climate diplomacy has certainiyndermined the EU’s overall

collaboration plan with China. Each MS only stoodits national interests. Brussels’ lack of
institutional capacity has set up a clear contragh the MS enthusiasm and in-depth
knowledge when engaging with Beijing over CC and RIereover, one cannot ignore the

role of the European RE conglomerates in deterrmithie outcomes of their collaborations.
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6) Relations amongst the European companies, the @lese central government and the

Chinese State-Owned Enterprises

The last pair of relations that this thesis examhingas amongst the European RE
conglomerates, the Chinese central governmentaiceggeand the Chinese SOEs. Due to the
restrictive length and limited research resourdbis thesis did not examine the equally
significant ties amongst the European companies ptbvincial governments and the local
private enterprises even though these sets ofaetaaire also worthwhile areas in which to

conduct further research.

Unlike in the existing literature which has focusgabn the extent to which the European
conglomerates developed troubled relationships Wwath the Chinese central government
and their partnered Chinese SOEs. This thesis whsed that several European

conglomerates have developed amicable relatiorts thvé Chinese central government and
their collaborative SOEs simultaneously. Surprigingome of the European conglomerates
became invaluable information providers and expegd consultants to the central agencies
that were responsible for the making of China’s |R#icy. Yet, such occasions were rare

occurrences, which only happened at the nasceye sfaChina’s RE development.

This thesis had also discovered that a number ofgan conglomerates were familiar with
the Chinese RE policy making process and quicklyggd the shifts in the RE policy. They
had successfully interpreted and responded to ypdiitanges according to their own
commercial preferences. Unlike some of the EU tustins and the studied MS, the

conglomerates responded to changes in RE polioyitees and institutional shifts far more
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effectively than the other European actors inves#id throughout the thesis.

However, this thesis has not completely disagreih the existing literature. The European
conglomerates collaborations with their Chinesentenparts were not free from difficulties
and bureaucratic predicaments. Collaborations Witina at the RE sector had not been
insulated from the conventional difficulties thatrBpean conglomerates encountered in
China, such as the increasingly protectionist apgraundertaken by the Chinese authorities,
the lack of transparency in RE governance and I#ABlstions. The main reason for the
predicaments that the European companies encodnta&® due to the rapid progress that the

Chinese RE manufacturers made in a relatively Spate of time.

Part of Chapter Six offered two in-depth case ssith illustrate the successes and failures of
the European conglomerates involved in the proogéssllaboration in China. Both their
successes and failures have made certain impaodm dipe overall Sino-European
collaborative partnerships on CC and RE. By givimgse case studies, part of Chapter Six
has extensively tested the hypothesis of this shes the overall collaborations have been

largely determined by the multiple interests of\aetke range of actors.

This thesis used a detailed case study to examéelkey to the success of VESTAS, a Danish
wind energy conglomerate and the Chinese centraérgmental ministries. This thesis
surprisingly discovered that VESTAS managed toascain insightful information provider
that was similar to the way in which some Chine€2ES do with their corresponding

governmental departments.

In contrast to the EU institutions and some MS dingointing to China’s RE sector, the
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ultimate goal for VESTAS was to expand its own nearkhare in an ever increasingly
competitive wind energy sector in China. VESTASSiatances to the NDRC over the
drafting of the Chinese Wind Energy Industry Staddshowed it had gained itself sufficient
trust from the Chinese central ministries. VESTARlised that in a semi-market oriented
economy like China, the importance of having thusttiof, and connections with, the central
ministries had become vital to the survival and owrcial success of a foreign company in

the vast Chinese market.

Yet, the case study of Siemens and the China Huay NRenewable Company (CHNRC)
demonstrated that overly relying upon its politicahnection in the Chinese policy making
system was a double edged sword. Siemens becandira wf its own unprecedented
success in the Chinese market. Its expansive lsssieiegagements across various state-led
industries had certainly alarmed the top Partydestdp in Beijing and its existing Chinese
competitors. In this case study, Siemens was aleadby the central ministries in Beijing
and its potential partner CHNRC during the develeptrof the first offshore wind energy

farm.

Siemens was furious about the Chinese governmarititrary and ad-hoc interpretation of
the “local contents requirements” policy mandatespite its long term experience in the
Chinese market, Siemens failed to recognise thatptirpose for developing a strong RE
sector in China was to achieve its own industrpgrade from “Made in China” to “Invented

in China”.

As part of an “Indigenous Innovation” campaign, tGainese government took a much

stronger protectionist approach to ensure thaththree grown manufacturers were treated
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favourably. It dismissed Siemens and other Europsarglomerates claims that that they
were undermining European companies’ commerciarasts, and their futile efforts to
protest against their decisions. Such discrimamaéigainst European enterprises also largely
exists in other sectors in which the Chinese gawemt would like to give priority for

development. The RE sector is just one of thesz@f industries.

Therefore, this thesis concluded that while the oBean companies had played an
indispensable role in facilitating the overall edorations. They had, however, also
undermined the prospects of further collaboratidng to their furious responses to the
stronger protectionist efforts made by Beijing mattempt to develop its own home grown
renewable industry. Their responses not only affitthe renewable sector collaboration, but

also presented a resemblance to other areas 8irtheEuropean relations.
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Section 7.3 Further Research Prospects

This very short section will explain the difficld8 of conducting research during the
investigation process for this thesis. Yet it does suggest that this thesis will shed no light
for further research of a similar nature and soofpstudies. Rather, this section will outline

potential research prospects for the near future.

Research Difficulties:

This thesis was devoted to the studies of the ypai@king process in Beijing and the
responses from Brussels and the EU MS in the evanging dynamics of Sino-European
relations. It sought to disentangle and to inveségthe interactions amongst individual
foreign policy actors. It has also examined thatrehs between the ultimate decision makers
at the very peak of the Party and those who seahflteence the decisions made by the top
leadership. Due to the nature of the research, waimd) this particular type of research
requires the author to gain access to various @egdvernmental ministries in Beijing and to
interview the key personnel. Elite interviews hdéween extensively used throughout the
thesis. During the interview processes, some igemes indeed provided good insights into

the subject.

However, this thesis does not suggest that intenviare the only method to gain access to
the information. Yet, it is perhaps the most effecimethod to disentangle the complexities
of the Chinese foreign policy making process. Tiuees the first and foremost reason to
utilise elite interviews in Beijing is because tGhinese political system is renowned for its
opaqueness. It is rather difficult to gauge wheoegakhe main responsibilities for a certain
policy domain, even if the official documents haslearly defined who is in charge. As a

result, interviewing the right personnel becomestective method to demystify Beijing’s
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policy making process.

During the research process, some of the potgniiaightful interviewees declined to be
interviewed as they feared that such interviews ld/geopardise their own political careers
and departmental interests. On several occasidesatithor sent interview questions to
interviewed officials before the actual interviegiprocess. Yet, they declined to answer all

the questions, as had been agreed in the firs¢é plac

The second crucial reason why this thesis has lye@lied upon interviews is because there
was a dearth of academic literature on Sino-Eunopekations being written to examine the
process of China’s EU policy making. One has tg tgdon media sources to filter certain
relevant information so as to interpret the caseiss. Conducting interviews is seen as an
effective means to corroborating media sourceshae¢ been referred to. In some occasions,
those in-depth interviews have become the missamts f the jigsaws with which to fill the
gap where the media sources were insufficient tp thee author to investigate a particular

policy making process.

This thesis also relied upon the many previous cerial consulting experiences the author
acquired prior to the PhD research. This is largklg to the nature of this research subject.
Both Chinese enterprises and European conglomenates formed into formidable foreign

policy actors throughout the years. Therefore,rdsearch on the Sino-European relations is
not complete without detailed examination of cogteractors’ motivations and behaviours to

influence the ultimate decision maker.

Yet, one may criticise some chapters of this thesisting to corporate actors because of a
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lack of sufficient secondary sources. The mainaedsr a lack of secondary sources in these
chapters is because none of the interviewed emegpwould like to expose own corporate
failures. Also most companies’ records and secgndasources contain only the released
financial data to their shareholders, and to ditraedia attention. As this investigation is
based on a qualitative methodology, their publistieéncial data could be of little
assistances to the research. One cannot evalatuttess of a company’s collaborations

with their partners purely based on either a Peaofd Losses sheet, or a Balance sheet.

Rather, the corporate interviewees would much npoeder to express their own success,
rather than offer candid opinions on their businggsrations in China. The case study of
VESTAS has proved my argument here. VESTAS was mhappier to exhibit its
tremendous success both at the interviews anceipriss while they kept silent on their own
failure to collaborate with CNOOC. In respect ofrouercial sensitivities about information
revealed in this thesis, most corporate case fugsed in the thesis are now beyond the

confidentiality stage.

Gaining access to the Chinese political systembeas very difficult. Yet, reaching some of
the EU institutions for comments has proved to lmoat impossible too. The most
accessible EU institutions are the Trade Commis@i® Trade) and the EEAs, whilst the
DG Clima as the primary institution which condudte EU’s climate diplomacy has
consistently refused the author’s interview regsieBhe author has therefore relied upon the
Chinese diplomats’ views towards the DG Clima taggathe extent to which the DG Clima
has acted as a powerful actor in determining theomoes of the collaborations. Throughout

the chapters, the method of triangulation and eresencing has been widely applied.
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Potential Research Prospects:

Despite these difficulties mentioned above, thissih has exhibited potential for the

conducting of further research within the naturd #re scope of the subject. The reasons for
elaborating the further research are in threefbldstly, this thesis has departed from the
conventional approach to the study of Sino-Europesations which is topic based and

outcomes-oriented. This research has instead Yamgeicentrated on the process of policy

making.

This is not to deny the validity of topic based amatcomes-oriented research on Sino-
European relations. Rather the author suggestshbastudies of Sino- European relations
could be enriched by retaining a focus on the m®and the interactions of individual
stakeholders. In doing so, the research would Be &b generate insights into how the

particular outcomes of China’s EU policy or Bruss€lhina policy are shaped.

Secondly, this thesis has enlightened the exaromati Chinese foreign policy. As referred
to in the early chapters, the study of decisionimgkn Chinese foreign policy has rapidly
gained popularity in recent years. This is largegcause the expansion to the scope and
contents of China’s external affairs have encoutagevider participation in Beijing’'s FP
decision making by various institutional actors alifterent vested interests groups. China’s
foreign agenda has gradually become more inclusikanging from conventional state to

state relations, to a wider focus on global issues.

Yet, this particular area of research has not meggd corresponding to the shifts in Chinese
foreign policy. The main reason to the slow progrés research is a lack of sufficient

information and valuable insights into the Chingssitical system. This thesis made its
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modest contribution by examining two very smallt yapidly developed areas of China’s
foreign policy, namely China’s climate diplomacy darthe related renewable energy
collaborations. It observed the process that narveotional foreign policy actors such as the
NDRC and the MOST managed to create their own esgrdf gravity in deciding China’s

climate change and energy policy. As these twosabegoming increasingly important, both
institutions have emerged as indispensable forpaity actors in China. By applying to a
similar bureaucratic approach, the further reseamlid be conducted in other policy areas
where the departmental or corporate expertise @ladgterminant role in shaping Beijing’s
foreign policy agenda. The academic curiosity tecdver all the various processes of

decision-making in Chinese foreign policy are stlcome.

Thirdly, this thesis chose the area of climate geaand energy policy which do not involve
the examination of military security and geo-po#ti These two hard security areas have
been dominated within the field of studies of Cméoreign policy. This has left enormous
academic potential to adopt the bureaucratic pslitnodel and the fragmented authoritarian
model to investigate the process of making decssisuch as on China’s disputes with its
South East Asia neighbours. Equally, the similadetacould examine a pair of the most
significant bilateral relations in internationallgics, namely Sino-US relations. Therefore,

this thesis has only opened the first few pagebebook.

Last but not least, this thesis examined the CHarelations, which are not conventional
state to state relations. It treated China as ammamolithic unit which engages with an entity
that is not a sovereign state but a hybrid of hg@rernmental organisation and states.
Conducting academic research on this particulae ypdiplomatic relations could equally

shield some further light on China’s relations wither regional and inter-governmental
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organisations such as the ASEAN and the Africarobni

In doing so, further research could depart from ¢beventional understanding on China’s
relations with regional and inter-governmental ofgations as a unitary state, to an inter-
governmental organisation. Rather, the further ndag®n of such partnerships could identify
individual institutional actors and non-state astior China, and analyse their motivation and
behaviour when they formulate particular sets aéifyn policies to an inter-governmental

organisation.
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Conclusion for Chapter Seven:

To conclude, this thesis has departed from the eatnwnal academic research on China-EU
relations. In particular, it has focused on thecpss of formation and execution of China’s
EU policy. It utilised case studies on their climathange and renewable energy
collaborations to examine the relevant foreign golstakeholders. This thesis has tested
extensively its original hypothesis, with a strdogus on individual foreign policy actors and

the process of making foreign policy. It concludkat the China-EU relations are indeed

mostly determined by diverse interests from a wadee of foreign policy actors.

Theoretically, this thesis has proved that bothBheeaucratic Politics Model (BPM) and the
related Fragmented Authoritarian Model (FAM) ha®ref invaluable assistance to the
analysis of the policy making process within Chsnfigreign policy making framework. By
examining foreign policy making through the BPMjsthihesis discovered that China’s
foreign policy is far from what the Rational Choibéodel claims, namely that “Foreign

Policy is based on careful and considerate calomaif national interests” .

Rather, Beijing’s foreign policy agenda is the ames of intensive bargains amongst a wide
array of foreign policy actors. Some of these actoe located in the traditional territory of
foreign policy making, while others have recentgcbme prominent and decisive without
being inside the realm of conventional externahiedt Both the BPM and the FAM allowed
the author to observe the process of these newbrgad actors shifting from periphery to

the centre of China’s foreign policy formulation.

The BPM has also reinforced my observation on trecgss of making the EU's China

policy. As many scholars pointed out, the EU isdamentally incoherent and inconsistent
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when it comes to deciding a particular set of pe$ic This thesis has illuminated that its
collaborations with China on Climate Change andeRable Energy could not be exempt
from this symptom, even if the EU believed thain@ie and Renewable collaborations has
the biggest potential to become the most fruithllaborations in their partnership. The BPM
helped the author to disentangle the intricateiogla amongst institutions in Brussels as well

as to investigate disagreements between BrussgltharMember States.

Empirically, this thesis departed from viewing tBeno-European relations as bilateral in
nature. It argued that China is not a monolithiditgnas some of the western policy
practitioners and scholars perceived. It made aesiodontribution to the study of the
China’s EU policy by examining six pairs of relatghips in the Sino-European
collaborations on climate change and renewableggnéfost noticeably, this thesis has
observed the relations between the Party as thmaié decision maker, and the relevant
actors, either institutional or corporate ones.sTihesis has discovered that the CCP has
played an omnipresent role in every aspect of pohtaking. Yet, its relations with
governmental institutions at both the central anavincial level not always have been the

top-down approach as is often believed.

At the central level, the Party has retained theohlie final decision-making power. Yet, the
Party has made decisions largely relying upon warientral ministries’ policy proposals and
agenda. As a result, competitions to influence ulienate decision makers have been a
frequent occurrence. In particular, the Party paeritised tackling climate change and
environmental degradation, both problems which hbhkeatened the governing legitimacy of

the CCP.
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Making domestic environmental policy and conductatighate diplomacy have involved a
large number of ministerial departments. As obsgtheoughout this thesis, each department
has managed to create their own centre of grawitytitise their own expertise to influence
the final decision outcomes. Each department’srests have been largely reflected in
China’s policy agenda when collaborating with tHe & well as in clashes with the Union
over tackling Climate Change. The intensive baiggiractivities have largely undermined

the prospects of further collaborations.

Apart from central governmental institutions, théiiieése SOEs have emerged as a
formidable vested interest groups in determiningn@hk foreign policy. Unlike the recent
literature on the relations between the SOEs amd Ghinese government, this thesis
discovered that the corporate interests of the Sk¥w® not always been in conflict with

those of the Chinese government.

Such conflicting scenarios often happen in theiti@athl fossil-fuels sector. However, in the
field of Renewable Energy, the SOEs have oftendaageinsightful information providers to
the top Party leadership. They have combined th&rests together with those of the CCP.
Yet, some other SOEs have continued to experieroset relations with the central
governmental departments. Their conflicts of irdesehave undermined possible fruitful

collaborations with the EU.

At the provincial level, this thesis has made a esbadontribution by analysing the extent to
which challenging provincial-private enterprise&tiens have become a major source of the
Sino-European dispute. Neither the provincial goreent nor private enterprises have

previously been studied in the current China-Elatrehs literature. This thesis examined
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their intricate relations to illustrate the reasovisy they have inevitably influenced overall
Sino-European relations. To a large extent, thelmtions have proved that each actor has
pursued its own distinctive interests without cdesing the overall Sino-European

partnerships on climate change.

Besides the above detailed examinations on theepsoof China’s EU policy making, this
thesis also explored the expansion in content aoges of Chinese foreign policy. It also
observed institutional shifts in balance of powdral were triggered by the expansion. It
investigated the sources and motivations of patitgnges and institutional power shifts. By
doing so, this thesis has assessed the overallcingfasuch changes to Sino-European

relations.

This thesis has also paid a great attention t&tirepean actors in their responses to changes
which have occurred in China. It did not assesrésponses of the EU as a single entity to
the related changes. Rather, it treated the EUtutiens, the MS and the European
conglomerates, as separate analytical units torebsheir responses to policy shifts in
Beijing. On most occasions, the EU institutions éen@uffered from a lack of institutional
capacity to deal with changes inside China. Some¢hef MS managed to conduct their

climate diplomacy more effectively than others.

The European conglomerates have had a very ditfémén with their business operations in
the Middle Kingdom. Some of them have acted ascti¥fe information providers to the

Chinese government, whereas others have becommwiof their own success. Overall, the
EU has had grand ambitions in acting as the gltsder of curbing climate change, and

wished to collaborate with the world second largesbon emitter to fulfil its aspirations.
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Yet, it has found itself with insurmountable diffldes to overcome, namely the institutional
inconsistency and incoherence between Brussels and the MS. But, ultimately; the European

renewable corporate sector is a victim of Chinafgdly developing renewable industry.

Overall, this thesis has offered a non-orthodoxaggbroach to examine China’s EU policy
making. It also evaluated the EU’s ability to adaptchanges in Chinese foreign policy.
Despite the research difficulties, this thesis érmsched the study of Sino-European relations
by retaining a focus on individual FP actors. Inngoso, this thesis has illuminated the
analysis of decision-making process in China’sitprepolicy and has widened the avenues

for the further research projects in the field.
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List of Interviewees for the Thesis

Please note that interviewees' positions and unigtits may change over the four years of
research process

Name Position Organisation
. . Professor in International the CCP Central Party
Professor Liu Jianfei .
Relations School
Deputy Director at
Mr Shen Jianping International Economics MFA
Division

Former Chinese MFA/People’s

Mr Wu Jianmin Ambassador to Erance Consultative

Committee
Ms Yu Hailin First Secretary at China CPC International
g Embassy to Sweden Department
Deputy Director of .
Mr Dong Zhenyu European Division, the o International
epartment
5th Bureau
former Political
Mr Yang Jun Councillor at the Chinese MFA

Embassy to the UK
First Secretary at the
Ms Wang Lvxin Chinese Embassy to the MFA
UK (Policy Analysis)
Third Secretary at
Chinese Embassy to the CPC International
UK on Parliamentary Department
Affairs
Deputy Director of

Mr Han Wei

Mr Lan Tianshan : MOFCOM
Service Trade Bureau
Lecturer in Global

: Economy/Deputy the CCP Central Party

Dr Liu Dong Director of Bank of School
China, Hong Kong
Councillor on Climate

Ms Wang Xiaolin change at China Mission MFA/NDRC
to the EU
First Secretary at China

Ms Wang Xiaoyao Mission to the EU MFA

(Political affairs)
Mr Su Wei Director of Climate NDRC

Change Bureau
Division Director at

Mr Chen Deyu Jiangsu Economic Jiangsu Provincial

. Government
Planning Bureau
. Staff member at
Mr Xiang Hua Renewable Division NEA/NDRC
. Director of Chinese Academy of
Professor Pan Jiahua . . . .
Environmental Science Social Science
, Senior Fellow on Energy Research
Professor Zhou Dadi Environment Institute of NDRC
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Professor Zhou Hong
Professor Zha Daojong
Professor Zhang Jian
Professor Li Junfeng
Mr Liu Yuxing

Mr Xu Xiangdi

Mr Li Songlin

Mr Tom Pellman

Dr Jeorg Wuttke

Miss Miriam Gutzke

Mr James Moran

Sir Robert Cooper

Mr Fredrik Erixon
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Dr Nicola Casarini

Ms Fleur Willson

Mr Sammuel Gosland

Sir Andrew Cahn

Professor Shaun Brelin
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Mr Wolfang Niedeirmark
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Dr Diarmuid Torney
Mr Stefan Haid
Dr Marcus Muller

Mr Arjen de Leeuw de Bouter

Director of European
Studies Institute
Professor of International
Relations

Professor of International
Relations

Senior Advisor

Government Relations
Manager

Analyst of Corporate
Strategy

Project Manager,
CNOOC Renewable
Energy Company
Government Relations
Manager,

Head of China, Chairman

of EU Chamber of
Commerce China

Staff member/DG Clima
Director at Asia
Directorate
Senior Advisor to Lady
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Director

Senior Fellow

Senior Fellow

Research Fellow
Head of Political Section,
British Consulate in
Taiwan
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Former Head of UKTI/
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Huawei, UK
Professor of International
Relations

Senior Fellow
Head of Government
Relations, Berlin Office

Project Manager

Postdoctoral Research
Fellow

Principle

Project Manager of
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Head of Renewable
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Chinese Academy of
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BASF
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the EU Commission

the EEAS

ECIPE
ECIPE
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EUISS
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University of Warwick
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Freie University, Berlin
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