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I am delighted to introduce this report of the 
Oxford University Silk Roads Society. The 
Society was established in 2017 by enterprising 
students at Oxford keen to explore, research and 
discuss the countries, cultures and peoples of 
the Silk Roads.

Over the last few years, many events have 
been held, including guest lectures, seminars 
and drinks receptions which have been well 
attended by undergraduates and graduate 
students alike and testify to the interest and 
expertise in the past, present and futures of Silk 
Roads at Oxford.

Earlier this year, the Society’s officers, Matthew 
MacGeoch and Ruby Osman decided to be 
even more ambitious. This new report, which 
focuses on China and the Belt and Road 
Initiative, is a fine example of the ingenuity and 
capabilities of the individual contributors who 
have worked independently and using their own 
resources and commitment during what has 
been a difficult year generally and in universities 
particularly.

This report showcases high quality research on 
a wide range of topics, covering subjects such 
clean energy, environmental standards and 
protection, as well as considering high profile 
criticisms of the BRI and associated themes of 

indebtedness and limited transparency. It also 
covers industries from manufacturing to religion, 
farming to fishing, as well as demonstrating and 
admirably global perspective – with sections 
dealing with countries in the Middle East, South 
East Europe, Africa and South America.

Those who worked on and wrote up these 
reports are to be commended on their research 
and also on the quality of their writing and 
thinking – not least with the recommendations 
that follow each section in the text.

As Senior Member of the Oxford University Silk 
Roads Society, I am very proud to see a new 
generation of scholars and of fresh, inquisitive 
minds looking at the BRI and doing so with 
thought and eloquence.

I hope you will enjoy reading this. I applaud 
Matthew and Ruby for their hard work and 
determination in masterminding by far the 
most ambitious project that the Society has 
attempted. The fine result bears witness to their 
leadership of the Society and offers considerable 
promise for the future.

Peter Frankopan
Professor of Global History, 
Worcester College
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Preface
Being part of the Oxford University 
Silk Road Society's inaugural think 
tank project has been an immensely 
rewarding experience, and it has been 
amazing to see what started as a 
tentative, mid-lockdown idea grow into 
a fully-fledged report. 

The BRI is far more than China’s 
unilateral attempt to rewrite the 
geopolitical landscape, and it’s a vast 
topic for any report to attempt to 
broach. There’s a huge amount at stake 
for local communities who’ve been 
promised environmentally-friendly 
and socially-conscious investment, 
but often find themselves subject 
to the competing interests of local 
governments, private business and 
Chinese diplomacy. 

This report focuses on the too-often 
overlooked human and environmental 
dimensions of the BRI, examining 
how stakeholders can deliver on these 
ambitious commitments across three 
areas: Environmental Sustainability, 
Social Equity and Sustainable Trade. 

Much of the current work on the BRI has 
been dominated by regional specialists -  
something that, as students of Persian 
and Chinese, has inspired much of our 

own work. But the BRI is nothing if not 
diverse, and it deserves diversity in how 
we approach it too. In this spirit, we 
took advantage of all Oxford has to offer 
and recruited our analysts from across 
as broad a range of disciplines and 
subjects as possible. 

From linguists to lawyers, chemists to 
data scientists, our interdisciplinary 
teams have, we hope, allowed us to 
bring a fresh pair of eyes to some of the 
BRI’s biggest policy challenges.

Many thanks to all of our analysts for 
their hard work, creativity, and most 
of all for the exceptional quality that 
they have produced. Their abilities and 
efforts are demonstrated in the calibre 
of this paper, and we hope to have done 
their work justice. 

We hope that you enjoy reading this 
report as much as we’ve enjoyed 
putting it together, and that it can be 
part of the vital ongoing conversation 
about how the BRI can be positively 
harnessed for communities around the 
world. 

Matthew MacGeoch and Ruby Osman
Co-Presidents



The Chinese Belt and Road Initiative (BRI) is 
possibly the largest infrastructure project in 
history.1 Seen alternatively as a key global initiative 
for financing much-needed energy and transport 
infrastructure (map 1) or as an environmental 
disaster (map 2), it is a highly divisive project.2 

This policy report explores environmental 
impacts of the BRI, considering energy and 
transport infrastructure projects, as well as wider 
issues surrounding environmental regulations 
compliance and developments in solar technology.

Context 

When the Chinese Communist Party (CCP) 
announced the BRI in 2013, it signalled a radical 
shift in China’s foreign policy. Emerging from an 
almost exclusive focus on domestic development, 
China has now launched one of the most 
ambitious international infrastructure projects 

If the numerous stakeholders 
involved in the BRI can be 
incentivised to fulfil the Chinese 
government’s ambitious promises 
of a ‘Green’ Belt and Road Initiative, 
the BRI could be instrumental 
in limiting global warming. 
However, if current challenges of 
uneven policy implementation, 
poor enforcement and lacking 
transparency are left unchecked, 
the damage - both environmental 
and reputational - will be severe.

Environmental 
Sustainability

Emil Beddari



Map 1: Inton (2017)

Map 2: Masood (2019)
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in history, connecting 68 nations and ~65% of 
the global population through Eurasian road and 
rail connections, and Sino-African marine links 
(map 1).3 Energy and transport infrastructure 
investments extend even beyond this core 
region, funding projects across more than 130 
countries.4 

Infrastructure: foundation of the BRI

Arguing that infrastructure is the foundation of 
economic growth, President Xi Jinping is using 
the BRI to advance a new model of multilateral 
relations based on ‘win-win partnerships’. 
International projects largely aimed at improving 
energy and transport infrastructure are financed or 
constructed with the help of Chinese institutions, 
and are said to mutually benefit both host 
countries and China: host countries are provided 
with vital energy provision and transport links, 
while China benefits from increased business 
and natural resource concessions.5 

In the next phase of the BRI, the CCP aims to 
“extend beyond infrastructure construction to 
encompass policy coordination, trade facilitation, 
financial integration, and cultural and scientific 
exchange”.6,7

Contrasting opinions on the BRI’s wider 
impacts

The international reception of the BRI has been 
mixed. The BRI has been lauded for addressing a 
regional infrastructure investment demand, with 
Asia requiring an estimated US$1.7tn annually 
to support the current rate of economic growth.8 
It has also been recognised in a UNDP report 
as a key initiative for supporting renewable 
energy projects towards the 2030 Agenda for 
Sustainable Development.9 

However, critics emphasise the significant risks of 
severe negative environmental, social, and fiscal 
impacts from large-scale infrastructure projects 
in host countries with weak institutions and poor 
national economies.10 Some also accuse the CCP 
of using the BRI to profit from polluting industries 
abroad while increasingly promoting ‘ecological 

civilization’ domestically.11 Lastly, important 
concerns are raised around social impacts on 
regional minority populations.12 

'Greening the BRI'

In 2016, Xi Jinping called for a Green Belt and 
Road, responding to environmental concerns 
surrounding BRI projects. 

Realisation of a sustainable BRI is advanced 
through ‘soft’ governance:13 while domestic 
commitments to ‘ecological civilisation’ 
are operationalised in China through strict 
environmental legislation and monitoring, the 
BRI-specific environmental policies are largely 
non-binding, target-setting documents rather 
than treaties prescribing specific regulation.14 As 
such, the successful greening of the BRI depends 
on the voluntary cooperation of many diverse 
actors.

Diverse stakeholders

While the BRI is a CCP concept, there are 
numerous actors involved in its implementation: 
public and private Chinese organisations, 
state-owned enterprises (SOEs), host country 
governments, and Chinese-, regional-, and 
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international development banks.15 This leads 
to challenges in determining responsibility for 
ensuring environmental sustainability in projects. 

An alternative model of foreign investment?

China’s BRI situates itself as an alternative model 
of multilateral development to that of EU/US 
centred institutions such as the International 
Monetary Fund (IMF) and the World Bank 
(WB).16,17 By drawing on specific histories of 
Chinese empire and the old Silk Road, the CCP 
positions the BRI as a South-South alternative to 
the ‘colonial’ model of Bretton-Woods institution 
financing, notably through fewer economic and 
social adjustment conditions on loans.18

While this is valued in many BRI host countries, 
concerns are raised around the impacts of 
other institutional differences affecting many 
BRI projects: (i) less transparency with fewer 
third-party audits and public disclosures 
about investments, as well as (ii) insufficient 
environmental impact assessments (EIA).19 
This can result in unpredictability of socio-
environmental outcomes.20 

Critics also argue that the debt incurred by 
large BRI projects could be damaging to host 
economies.21

Limitations

Creating an exhaustive inventory of BRI projects 
to evaluate the portfolio’s total environmental 
impact is challenging: the term ‘BRI’ is often 
applied to all development projects involving 
Chinese institutions along BRI corridors (map 1), 
and the CCP does not publish a list of official BRI 
projects.22 

Additionally, the scale of the BRI – spanning 
numerous nations, institutions and jurisdictions 
– makes it too complex a topic for exhaustive 
analysis in this short format.

As such, this report addresses specific Chinese 
infrastructure projects, as well as certain 

interesting developments, instead of assessing 
the environmental sustainability of the BRI as a 
whole.

Case study overview

Within this intricate context, our case studies 
explore successes, opportunities and shortfalls 
of environmental sustainability in BRI projects. 

The four case studies address: (i) energy 
infrastructure and the importance of accurate 
disclosures and EIAs; (ii) transport infrastructure 
and the dependency on either investors or 
the host country to guarantee a minimum 
environmental standard; (iii) behavioural insights 
and their value for improving environmental 
regulations compliance; and (iv) developments in 
solar energy technology and considerations for 
successful implementation.

In the second chapter of this report, Ray 
explores how insufficient EIAs and inaccurate 
environmental disclosures connected to the 
Batang Toru hydropower plant in North Sumatra 
led to a succession of banks refusing to fund 
the project. Its current main investor, the Bank 
of China, is reviewing the project’s future after 
local legal action against the project. This case 
study shows how insufficient consideration 
for detrimental local environmental effects, as 
well as overlooking minority stakeholders, can 
undermine the emissions reduction potential 
of large renewable energy projects, delaying or 
even stopping further construction.

In the third chapter, Brown discusses how the 
‘soft’ BRI policy framework failed to protect 
riverine ecosystems along the Bar-Boljare 
highway. Environmental harms were tolerated by 
the Montenegrin government, as well as Chinese 
contractors and investors, despite public protest. 
This study demonstrates how responsibility for 

"The number of actors involved leads to 
challenges in determining responsibility 

for environmental sustainability"
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environmental standards can fall between the 
cracks when no one actor has clear authority, 
pointing to a potential weakness of the BRI model 
for sustainability.

In chapter four, Doran highlights the importance 
of considering the individual working within these 
large institutions governing BRI projects. The 
case study indicates how behavioural insights 
about biases can help policy-makers improve the 
effectiveness of ‘soft’ environmental governance 
by structurally encouraging voluntary compliance. 

Lastly, in chapter five, Arif demonstrates the 
importance of expert knowledge about renewable 
technologies for successful implementation. The 
case study traces recent developments in solar 
photovoltaics (PV) technology and considers 
these in the context of recent solar mega-
projects in the BRI region. It discusses how 
optimal power generation and high return on 
investment depends on combining appropriate 
technologies with well-informed decision-
making regarding siting and other considerations 
by host governments and contractors.

Conclusions and policy recommendations

Overall, these case studies show how the 
considerable potential of the BRI for emissions 
abatement and positive environmental outcomes 
are tempered by limitations in implementation. 
Better environmental sustainability for the 
infrastructure developments considered seems 
to depend on more rigorous EIAs, accurate 
and public disclosures, and the willingness 
of key stakeholders to assume responsibility 
for guaranteeing environmental standards. 
Behavioural insights provide a promising 
pathway for improving the efficiency of the CCP’s 
‘soft’ approach to environmental governance of 
the BRI. 

While the BRI may be instrumental in reaching 
ambitious climate targets to limit global warming, 

sub-optimal mechanisms for limiting local 
environmental impacts may undermine its ability 
to fulfill the mandate of being a ‘green BRI’. 

Building on the conclusions of this report and 
case study policy suggestions, this report makes 
the following general policy recommendations:

Chinese government

Creating a public registry of all past and current 
BRI projects could improve oversight and public 
accountability. A transparent portfolio could 
make it easier to substantiate claims that the BRI 
is environmentally sustainable.

Implementing minimum environmental 
standards for Chinese SOEs and banks for 
projects outside China could improve return 
on investment: uncertainty about minimum 
acceptable standards (legally in the host country, 
but also in public opinion) can lead to investors 
and contractors locking in assets on projects that 
are later halted and possibly cancelled, such as 
Batang Toru. Standards could be modelled on 
Chinese domestic legislation.

Banks financing BRI projects

Creating an in-house behavioural insights 
team could be a cheap and easy way to increase 
compliance with environmental standards 
associated with loans.

Ensuring that environmental due diligence 
(EDD) is carried out well before an investment 
decision is made allows for rigorous investigation 
and for EDD results to support optimal investment 
decisions.

"Sub-optimal mechanisms for limiting 
local environmental impacts undermine 

the potential to deliver a 'green BRI'"
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Increasing the likelihood of receiving accurate 
information on the environmental sustainability 
of projects could be achieved using more third-
party audits rather than relying on internal project 
reports.

Host governments

Assuring transparent bidding processes for 
energy and transport infrastructure projects could 
help select a winner who will ensure the highest 
long-term net benefits. Pursuing contractors who 
can guarantee long lifetimes of infrastructure and 
correct assessment of environmental externalities 
make for more future-proof investments.

Project contractors 

Facilitating good stakeholder consultations and 
maintaining good public relations will become an 
important mitigation strategy for limiting financial 
risk as climate litigation increases in frequency 
worldwide. 

Aligning projects with internationally 
recognised environmental standards such as 
the IFC Performance Standards, World BESS, 
and the Asian Infrastructure Investment Bank 
Environmental Stress Screening can strengthen 
credibility, increasing the likelihood of attracting 
multiple investors as well as discouraging 
lawsuits.

Ensuring that the hardware chosen prioritises 
technology with long lifespans, high efficiency, 
and minimal negative environmental impacts can 
help secure the highest long-term net benefits.
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pushed back the commencement of commercial 
operations to 2025.3

Indeed, the Asian Development Bank (ADB) and 
International Finance Corporation (IFC) declined 
to finance the project, citing environmental 
considerations. The Bank of China initially agreed 
to fund the $1.68 billion USD necessary for its 
construction, but they are now reviewing this 
decision for similar reasons. Inadequate impact 
assessments have only exacerbated the project’s 
plight, as have ensuing legal battles and public 
disapproval. The BT plant therefore accentuates 
the need for more stringent environmental 
standards and greater compliance. It also 
highlights the value of diligent reporting and 
stakeholder cooperation.

The good, the bad and the ugly

Indonesia is electricity poor, and in recent years 
the government has invested considerably in 
the expansion of power supply.5 The nation is 
dependent on fossil fuels, but it also possesses 

Stumble in the Jungle: 
The Tussle for Hydro 
in Batang Toru
Marcus Ray

The Batang Toru hydropower plant, 
located in northwest Indonesia, is part of a 
push for sustainable energy in Southeast 
Asia. However, while the project will 
substantially reduce the region’s carbon 
emissions, the implications for local 
populations and critically endangered 
wildlife call into question its credentials as 
a truly eco-friendly project. 

Since the inauguration of the Belt and Road 
Initiative in 2013, China has funded and 
constructed over 80 hydropower projects across 
six continents.1 Their principal application is 
the generation of hydroelectricity, which is 
obtained by capturing the kinetic energy of 
falling or flowing water. Several of these projects 
have attracted considerable controversy over 
their ramifications for local ecosystems and 
inhabitants. The Chinese government, however, 
frames the impacts of these hydropower plants 
more positively. They argue these projects 
represent an integral component of a ‘Green BRI’, 
contributing to the sustainable development of 
nations and facilitating greater electrification and 
emissions reduction.2

The consequences of the Batang Toru (BT) 
hydropower plant are similarly dichotomous. 
In 2015, Indonesian-based PT North Sumatra 
Hydro Energy (NSHE) announced its intentions 
to construct a plant in the South Tapanuli District 
(see Figure 1). The pre-construction phase 
commenced later that year, and Sinohydro – a 
Chinese state-owned contractor – has been 
tasked with its development. Current forecasts 
indicate the project is significantly delayed; 
Covid-19 and recent funding concerns have 
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a regionally unrivalled capacity for sustainable 
energy production, including from wind, solar, 
and geothermal sources. The islands of Sumatra, 
Java, and Sulawesi are particularly endowed 
with hydropower potential. The government has 
therefore championed the development of various 
hydroelectricity power plants across the nation. 
This includes the BT plant, where four turbines are 
currently under construction, together totalling a 
510 MW installed capacity and 2,124 GWh of 
annual generation.6 It is expected to contribute to 
15% of North Sumatra’s peak load needs.

This capacity is unprecedented in the region. It 
will certainly aid the government in actualising 
its strategic vision, namely a national installed 
capacity of 35,000 MW from sustainable sources. 
According to its developers, it will also conserve 
$400 million USD per year in capital outflows, 
but the veracity of this claim is questionable.7

The plant’s implications for emissions reduction 
are also significant. It will purportedly reduce 
carbon emissions by 1.6-2.2 million tonnes per 
year – equivalent to four percent of the energy 
sector’s national target.8 This is consistent 
with the government’s plan to maintain its 
Paris Agreement commitments and adopt the 
sustainable energy practices they entail.

Several environmental concerns, however, 
have stirred controversy 
over the BT project’s 
ongoing development. 
Studies have emphasised 
its adverse consequences 
for the critically endangered 
Tapanuli orangutan.9 The 
construction of necessary 
infrastructure will radically 
transform stretches of 
the ecosystem and shrink 
the orangutan population 
below viable levels. It will 
also degrade important 
wildlife corridors for the 
Sumatran tiger, Sumatran 
orangutan, and the Sunda 

pangolin. Other critics cite its repercussions 
for local residents – the project will necessitate 
the relocation of several thousand families and 
interrupt commercial activities.10

These  implications  conform to  those of hydro-
power projects more broadly. Their mitigation of 
carbon emissions is an advantageous feature, 
but they also pose considerable risks for local 
communities and the surrounding ecosystem. 
Related BRI projects have roused similar 
contention, including in Laos and Vietnam.11 Some 
critics have even questioned the applicability of 
hydropower’s ‘sustainable’ appellation.12 NSHE 
has countered allegations against the BT plant 
by claiming it uses minimal land, complies with 
national standards, and commits to biodiversity 
studies. Perhaps the greatest shortcomings of 
the project, however, are the pervasive instances 
of misleading disclosures and inadequate impact 
assessments.

"Perhaps the greatest shortcomings 
of the project are the pervasive 

instances of misleading disclosures 
and inadequate impact assessments."

Figure 1. Location of the Batang Toru ecosystem.4
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The whole truth and nothing but the truth

In February 2017 NSHE published its Addendum 
Environmental, Social, and Health Impact 
Assessment (ESHIA). This comprehensive 
report integrates a project description with 
several environmental and social studies, a 
cumulative impact assessment, and biodiversity 
offset strategies. It followed the issuance of its 
Indonesian Environmental Impact Assessment 
(AMDAL). The developers have also pledged 
a nominal commitment to the World Bank’s 
Environmental and Social Standards (WBESS), 
which are noticeably more stringent than local 
requirements.13

These impact assessments, however, fail 
to address several existing concerns. One 
International Union for Conservation of Nature 
(IUCN) report identifies 29  instances of inaccurate 
– and, in many cases, dangerous – claims.14 There 
is a conspicuous lack of reference, for example, 
to the risk of high magnitude earthquakes. 
The impact assessment claims the “maximum 
potential magnitude of earthquake was Mw 6,7 
[sic]”,15 and yet numerous larger earthquakes 
have been recorded in recent decades. Much of 
the South Tapanuli District lies squarely along the 
Great Sumatran fault.

The extent of carbon emissions reduction is also 
questionable. 1.6-2.2 million tonnes per year is 
the quoted figure, but no evidence is provided for 
the upper limit. NSHE justifies the lower bound in 
its ESHIA by incorporating a nationwide average 
emissions factor. This lacks analytical rigour, 
however. It is necessary to consider instead the 
local energy sources the BT plant will displace, 
which emit substantially less per MW than the 
national average.16 Unsurprisingly, there are 
indications this range of emissions reduction is 
grossly overstated.

In other instances, these impact assessments 
conflict directly with public-facing documents 
produced by NSHE. Many underestimate 
the project’s repercussions for the Tapanuli 
orangutan or criticise external biodiversity 
studies. The Indonesian Environment and 
Forestry Ministry, meanwhile, recognises the peril 
hydropower infrastructure poses for the Tapanuli 
orangutan.17 It recommends the immediate 
cessation of development in the area. The IUCN 
has also endorsed a moratorium on the plant’s 
construction.

NSHE now faces ongoing litigation over its 
impact assessments and disclosures. A local 
court rejected a lawsuit last year challenging 
the project’s compliance with AMDAL. WAHLI, 
the plaintiff and a large environmental NGO, 
has appealed this decision.18 Despite this initial 
failure, legal recourse has been employed 
effectively in similar instances, even when 
unsuccessful. Environmental litigation is gaining 
traction worldwide, and it serves as a powerful 
disincentive for environmentally damaging 
practices.19 It entails greater financial risk and 
public visibility. Indeed, local communities and 
Indonesian environmentalists have held large 
demonstrations and gained considerable public 
support.20

A house of cards

In March 2019, on the same day the lawsuit was 
rejected, the Bank of China confirmed it would 
review its financing of the BT project. It “noted 
the concerns expressed by some environmental 
organizations”.21 This represented a dramatic 
development. Chinese banks are not legally 
bound by environmental guidelines for their 
overseas investments. The Bank of China had not 
previously raised concerns. This underlines the 
significance of (even unsuccessful) litigation and 
public pressure in compelling environmentally 
conscious behaviour.

The involvement of Sinohydro also raises 
concerns for investors, particularly multilateral 
development banks. There are several allegations 
of fraudulent, corruptive, and substandard 

“It is vital that developers of 
hydropower plants offer greater 

compliance to internationally 
recognised environmental standards."
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construction practices perpetrated by the Chinese 
state-owned contractor.22 Dams in Armenia, 
Ecuador, and Malaysia contain infrastructural 
and operational deficiencies. The African 
Development Bank has blacklisted the firm 
altogether, while Indonesian environmentalists 
have lobbied against their participation. The 
future of the project remains uncertain.

The BRI and hydro: hope for the future?

The BT plant presents several important lessons. 
There is a conspicuous need for reform in 
impact assessment and disclosure practices 
and standards. NHSE has exceeded mandatory 
requirements by ostensibly committing to 
international guidelines. It has conducted several 
biodiversity and community studies, and its 
mitigation strategies are comprehensive. Many of 
these assessments, however, remain insufficient, 
and the quantity of inconsistent or inaccurate 
disclosures is alarming.

It is vital that NHSE and Sinohydro, as well as 
the developers of other hydropower plants, offer 
greater compliance to internationally recognised 
environmental standards. These include the 
WBESS, the IFC Performance Standards, and 
the Asian Infrastructure Investment Bank ESS. 
Disclosures and impact assessments should 
reveal genuine concern for and evaluation 
of the environmental repercussions of their 
projects. They must acquiesce to calls for 
external assessments and audits. In the case of 
the BT plant, further independent studies of its 
implications for the Tapanuli orangutan should 
be conducted. In future BRI projects, these 

processes should be completed prior to the 
commencement of construction. This extends to 
Sinohydro, too, who are notoriously negligent in 
their environmental considerations.

While there is often a clear economic incentive 
in obscuring environmental impacts, transparent 
and diligent assessments are beneficial in the long-
term. They reduce litigation risk and foster trust 
with local communities and environmentalists. 
They also bolster the credibility of prospective 
projects and attract investments, particularly 
from multilateral development banks. Indonesia, 
and other nations in which the presence of BRI-
related hydropower projects looms large, must 
enshrine more stringent regulations in law and 
construct better enforcement mechanisms.

Hydropower more broadly should be subject to 
greater scrutiny. It is no longer in the vanguard 
of sustainable energy production. Innovative 
solutions that minimise its adverse consequences 
are required, and Chinese firms must adopt them. 
Only then can the ‘Green BRI’ move forward with 
a clean (and sustainable) conscience.
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Montenegro's Bar-
Boljare Motorway: 
How environmental 
protection frameworks 
miss the mark
Ailsa Brown

“Greening” the BRI needs greater 
commitments from both China and 
host countries. China’s “soft” approach1 
lets many of the worst offenders go 
unpunished, and the case of Montenegro 
shows that without enforced minimum 
standards from China, host countries 
can’t always be counted on to enforce 
the regulations necessary to avoid 
environmental destruction. 

The Bar-Boljare motorway is a future motorway 
connecting Montenegro’s main seaport of Bar to 
Boljare, at the border with Serbia. This is part of a 
larger proposed motorway to connect the Serbian 
capital of Belgrade with the coast of the Adriatic 
Sea. This road is important to the BRI as it can 
be used as a gateway to the EU and western 

and central Europe. In 2013, Prime Minister 
Djukanović declared that the motorway was 
“the most important infrastructure project for the 
future economic development of Montenegro.”2 
The motorway will feature 20 bridges and 16 
tunnels.3 

The 41 km stretch between Smokovac to 
Mateševo was the first to start construction in 
2015. The first phase will be the most challenging 
and most expensive part of the highway due to 
difficult terrain. 

To fund this section of the highway, after 
two failed negotiations, first with a Croatian 
consortium, second with Greek and Israeli 
companies, Montenegro turned to Chinese 
funding. The 41 km stretch was agreed to be 
built with the China Road and Bridge Corporation 
(CRBC), a subsidiary of the majority state owned 
China Communications Construction Company 
(CCCC), with a 689 million loan from China’s 
EXIM Bank.4 This deal has been widely criticised 
because of the financial impact of the loan on 
Montenegro. The project was also disregarded 
by Western financial institutions because it was 
considered to be economically unviable due to 
the low projected usage after completion.5 If the 
motorway is completed, Montenegro’s debt is 
expected to approach 80% of GDP.6

Map: Grgić, M. (2017)   



17ENVIRONMENTAL SUSTAINABILITY

Environmental implications of the Smokovac–
Mateševo section

Although Montenegro’s planned motorway 
gains attention internationally for being a “road 
to nowhere”, and thought to be too expensive, 
environmental issues are also among the 
problems.7,8 

The Smokovac–Mateševo section of the 
motorway cuts across the Tara River, through 
a section which is a designated area protected 
by UNESCO Biosphere. The river is dubbed the 
“Teardrop of Europe” because of its clear-running 
water. 

Much of the major infrastructure of the motorway 
is located on the floodplain of the Tara River, 
such as ramps and deviations to and from 
the motorway. The floodplain of the river is 
essential for the ecosystem values of the Tara 
River, especially for its biodiversity, particularly 
of fish populations. CEE Bankwatch, a network 
of environmental NGOs in central and eastern 
Europe, predicts that this will create a determined 
channel in the river, negatively affecting the 
character of this river section.9

An investigation by Montenegrin NGO, MANS, 
found further negative environmental impacts 
caused by the CRBC construction company, 
including illegal landfills and water pollution. The 
2015 EIA conducted by CRBC bans the disposal 
of materials into the Tara River and its banks.10 
Excavated rock and gravel from the tunnel and 
opened route of the motorway is the most visible 
impact on the Tara River.11 

Criticism at home and abroad

The Bar-Boljare motorway has gained wide 
criticism for its negative impact to the Tara River.
Montenegrin NGO MANS believes that CRBC is 
devastating the riverbed of the Tara River and 
there is insufficient inspection by state authorities 
to prevent such devastation.12 MANS had the 
following critique:

• The EIA is insufficient, and does not prevent 
contractors from continuing devastation13

• Details of environmental impacts of the project 
is kept confidential which limits civil control14

"If the motorway is completed, 
Montenegro's debt is expected to reach 

80% of GDP"
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• In October 2018, MANS filed a criminal 
complaint with the Montenegrin Supreme 
State Prosecutor’s Office because of the 
devastation to the Tara River but there has 
been no response15

• In November 2018, MANS submitted an 
initiative to the Committee on Tourism, 
Agriculture, Ecology and Spatial Planning 
because of lack of protection of the Tara River, 
but the initiative was eventually rejected16

• None of the lobbying that MANS has done has 
resulted in more serious control or punishment 
of the contractors. 

The European Parliament and European 
Commission in 2018 and 2019 respectively also 
responded to the negative environmental impacts 
of the Bar-Boljare motorway. 

The European Parliament stressed that the 
information of the impact on the Tara River of 
the motorway construction needs to be made 
available to the public, and that waste dumping and 
riverbed alternation activities need to be stopped. 
This is in line with commitment Montenegro have 
made to preserve areas that have special national 
and international protection.17

The European Commission stressed that: 
“The authorities should strictly assess and 
prevent possible negative environmental 
impact of building construction…on the Tara 
River in the context of the Bar-Boljare highway 
development.”18 The Montenegrin government 
alternates between denying negative impacts 
and saying that negative impacts are temporary.19

Existing frameworks for environmental 
protection  

Although China is improving EIA laws
domestically and has positive rhetoric regarding 
“greening” the BRI, this does not translate to 
well-enforced regulations abroad. 

EIAs are important in the process of building large 
infrastructure projects as they are “an instrument 
to help the decision-makers understand the 
environmental risks of proposed projects and 
plans in order to make decisions towards 
sustainability”.20 China adopted its EIA law in 

2002 which required projects and plans to be 
subject to EIA. China’s EIA law was not perfect 
at the start and problems were encountered, 
largely due to gaps in the law. However, since 
2002 China has improved its guidelines to EIA; 
in 2011 it added concepts such as social impact 
assessment, accumulative impact and public 
participation.21 Although there were issues with 
the EIA law when it first came into place which 
led to some projects being approved despite their 
flaws, the EIA scheme has been improved.22 

By contrast, the existing framework for 
environmental protection on the BRI includes 
BRI-specific and BRI-related policies; however, 
nearly all sources of BRI-specific rules are legally 
non-binding, informal documents.23  These 
policies show a pro-environmental narrative 
on the BRI; however, companies are not legally 
sanctioned by the Chinese government for their 
operations abroad.24 These policies governing 
Chinese investment overseas are relatively weak, 
mostly voluntary and not consistent with policies 
that govern domestic investments.25 

In China, public authorities and civil society actors 
“name and shame” companies to hold companies 
in China accountable if legal or financial sanctions 
are not available.26 In the case of the Bar-Boljare 
motorway, the details of the construction’s impact 
on the environment are not being released which 
makes it difficult to use the same technique to 
hold CRBC accountable; the government also 
denies the impact on the Tara River. 

Conclusion

Although EIAs are not perfect in highlighting 
all the possible impacts of major infrastructure 
projects, they can be a first step in highlighting at 
least some of the environmental impacts. 

However, in the case of the Bar-Boljare 
motorway, specifically the section from Smokovac 
to Mateševo, the EIA and other environmental 
regulations have failed in preventing damage 

"Despite a pro-environmental narrative, 
Chinese companies are not held 

legally accountable for their operations 
abroad"
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to the Tara River and the habitat of important 
fauna. Montenegrin NGOs have criticised CRBC 
for its continuing damage to the river and the 
Montenegrin government has denied negative 
environmental impacts. 

The existing Chinese framework for 
environmental protection on the BRI is weak 
and insufficient in preventing negative impact 
to the surrounding environment of large-scale 
infrastructure projects, as demonstrated by the 
Bar-Boljare motorway. The host BRI country 
could prevent negative environmental impacts 
by having its own strict environmental laws and 
regulations that Chinese companies must comply 
to. However, this is dependent on whether host 
countries are capable or willing.27 

Furthermore, countries with existing poor records 
of environmental performance are more likely to 
become pollution havens.28

Effective prevention of negative environmental 
impact along the BRI relies on strict rules and 
regulations that are consistently enforced by 
both China and the BRI host country.

Policy recommendations

China has improving environmental regulations 
domestically; these should be applied as a 
minimum standard for infrastructure projects 
along the BRI.

If Chinese companies breach environmental 
regulations in BRI projects China should use legal 
and financial sanctions.

If China does not provide a minimum standard for 
environmental regulations, the BRI host country 
must provide regulations which sufficiently 
protect the environment from negative impacts 
of large infrastructure projects.

However, if China does not provide a minimum 
standard this can be difficult as some poorer BRI 
host countries may be more likely to put economic 
benefit over environmental protection. 
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‘Soft’ environmental 
governance: How 
behavioural insights 
can improve 
compliance
Helen Doran

Compliance to environmental regulations 
in BRI projects is voluntary or all too 
often poorly enforced. Understanding the 
role of individuals’ cognitive biases and 
limitations, however, provides an under-
utilised means for improving compliance 
at all levels. 

The Belt and Road Initiative (BRI) is not only 
unrivalled in its scope, capital, and ambition, but 
also in its capacity for widespread environmental 
damage. Ongoing plans span over 130 countries 
involving infrastructure projects that each require 
careful and effective governance. Within each 
project and spanning the whole BRI there are 
numerous actors involved: public and private 
Chinese organizations, BRI host countries, and 
international institutions such as multilateral 
development banks. All this has led to a 
fragmented and complex institutional framework 
in which each stakeholder has their own policies 
and agendas. Given this context, there is an 
opportunity for behavioural insight to be utilized 
as both a diagnostic tool and for policy creation.

Since the inception of the BRI, Chinese 
central leadership has promoted a strong pro-
environmental narrative envisioning a ‘Green 
Belt and Road’, involving the creation of a global 
environmental governance structure.1 This 
narrative is in line with their strong domestic 

policy commitments which they can work 
towards through a ‘hard’ approach of tightening 
legislation and monitoring.2 However, when 
operating overseas, a ‘soft’ governance approach 
involving non-binding rules must be taken due 
to an inability to enforce regulations and legal 
sanctions. 

To illustrate this: while in China environmental 
impact assessments (EIAs) for domestic 
construction projects have been a legal 
requirement since 2003, in BRI government 
policies this is merely encouraged for Chinese 
companies operating overseas.3 To date, all 
existing green BRI policies and initiatives released 
by the government are legally non-binding and 
instead just serve to encourage voluntary and 
self-governing measures for corporations.4 

China’s green BRI strategy also relies on 
international sustainability initiatives and the 
use of existing multilateral institutions. For 
example, multilateral development banks such 
as the Asian Infrastructure Development Bank 
(AIIB) indirectly drive environmental governance 
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through their choice of projects to either continue 
to or start funding. Each potential project is 
evaluated against AIIB’s Environmental and 
Social Framework. This mirrors a broad trend in 
global environmental governance towards an 
increased reliance on transnational multi-actor 
governance and the use of soft laws.5 

Although the Chinese government publicly aspires 
to a green BRI, their policies lack essential details 
on implementation, which moves the burden 
of responsibility onto individual corporations 
and host countries. As a result, the reality of 
environmental practices and of compliance to 
voluntary environmental policies on the ground 
doesn’t always reflect their vision.6 As a soft 
approach is necessary internationally, examining 
the process of environmental governance under 
a behavioural lens is an underutilised tool to 
improve compliance. 

Crucial to the success of any soft policy 
approach is understanding how we can increase 
compliance in a cost-effective and actionable 
way, which behavioural insights are well-placed 
to provide. Obtaining a deeper understanding of 
the behavioural mechanisms that underlie our 
individual decision-making can help improve the 
effectiveness of existing environmental policy and 
lead to new solutions. This perspective can be 
used to explore the potential biases of individuals 
in firms completing BRI infrastructure projects, 
through which one can highlight a number of 
target areas for intervention that contribute 
to the lack of compliance with environmental 
governance. 

Corporations (probably) aren't complying
 
Although reports have speculated as to the 
widespread lack of compliance with environmental 
policies, finding quantitative estimates for this 
has proven difficult. This itself can be taken as 
symptomatic of the wider problem, in which a lack 
of compliance with voluntary policies surrounding 
transparency and reporting ultimately results 
in this missing data. Previous highly-publicized 
cases of environmental damage in BRI projects 
overwhelmingly came about due to public criticism 
and local outcry rather than being flagged by the 

operating corporations themselves. Therefore, 
the cases we know about are likely the minority in 
what may be a wider systemic problem. Indeed, 
under one estimate over a third of Chinese firms 
operating in BRI countries fail to conduct EIAs, 
despite them being recommended by both 
Chinese policy and funding institutions.7 As seen, 
if they were operating domestically this would be 
going against legal regulations.

Why don't companies comply?

Under a fully rational decision maker’s perspective, 
the decision to comply is made through a 
comparison of the expected benefits of rule 
breaking, such as saved time and money,  with 
the expected costs calculated by the probability 
of detection and the size of punishment if 
detected.8 Therefore, the only strategy to increase 
compliance under this view is through increasing 
credible deterrence through monitoring, 
punishment, and incentives. However, due to the 
fragmented nature of environmental governance 
on the BRI, there are practical difficulties that arise 
with this strategy. Improving the environmental 
laws and regulations of host countries over the 
long term will of course also be key to a green 
BRI, but this case study focuses on improving the 
softer voluntary approach taken by other actors 
where change might be possible on a shorter 
time-scale. 

In reality, humans are not fully rational, which 
gives us an opportunity to understand and 
tackle compliance behaviours using approaches 
outside neo-classical economics. We deviate 
from rational decision-making in systematic ways 
known as behavioural biases, two of which can 
provide key insight into why individuals may not 
be complying with environmental governance. 
One, we show bounded rationality, meaning we 
have limited cognitive abilities constraining our 
problem solving. Two, we have bounded self-
interest meaning we are often willing to sacrifice 
our own interests to help others and like to follow 
what others do.9

"Although the Chinese government 
publicly aspires to a green BRI, policies 

lack essential details on implementation"
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"With such complex and large scale 
problems, it is crucial not to lose sight 

of the fact that everyone working 
on this is still an individual that is 

making their own biased decisions."

Bounded rationality: Complex requirements 
and simple minds

Every individual has cognitive biases and 
limitations, and the same is of course true of 
employees working on BRI projects. The cognitive 
limitations of employees working in corporations 
that are completing BRI projects overseas, 
paired with the complexity of environmental 
governance rules result in a lack of compliance 
due to information overload. On top of complying 
with general BRI-wide China policies, many BRI 
projects are co-financed by multiple financial 
institutions that each have their own detailed 
environmental frameworks, while also having to 
adhere to local regulations in the host country. 

When individuals tackle this formidable list 
of policies, they likely suffer from information 
overload. This is defined as the difficulty in 
understanding an issue and effectively making 
decisions when one has too many sets of 
information and limited resources to process all 
of it.10 This is also worsened by a lack of clear 
prioritization ranking the various policies which 
may have conflicting constraints. Unclear or 

conflicting rules, as well as an absence of clear 
structures of priority in case of conflict, have 
been identified as a major cause of violations 
to workplace safety regulations, something that 
likely also extends to environmental regulations.11 

When employees experience information 
overload, they often revert to the option that 
requires the least cognitive effort: the current 
default option of doing nothing and not reporting 
environmental risks. Individuals’ preference 
for things to stay the same in decision-making 
is known as status-quo bias.12 Also at play is 
the ‘sunk cost fallacy’, where behaviours are 
continued due to previously invested resources.13 
Due to the amount of resources already poured 
into ongoing projects, this initial investment 
makes it more unlikely employees will risk halting 
or slowing the project by reporting environmental 
concerns.

Luckily, there is an empirically proven intervention 
for these issues: simplification of information. 
The majority of behavioural interventions 
concerning policy have used this lever to change 
behaviour.14 This involves simplifying complex 
information into more readable and condensed 
formats so that information overload is avoided. 
In the case of the green BRI, this could be done 
through consolidation of the various policies and 
regulations to a single environmental framework 
to present to corporations. For example, the AIIB 
Environmental and Social Framework is broadly 
similar to the standards provided by the World 
Bank and is fairly comprehensive.15 As both China 
and international players are involved in the AIIB, 
with some discussion this framework could be 
agreed on multilaterally.

To overcome the issue of status-quo bias, 
these simplified guidelines could be combined 
with a change in employees’ default reporting 
behaviour. Specifically, governing bodies such 
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as multilateral development banks could make 
EIAs from corporations automatically send off 
at scheduled intervals. If these reports were 
left empty this would then be flagged and lead 
to further investigation. This paired with an 
accountability network would shift the default 
behaviour to regular reporting, as not filling them 
in would be a sign of not following environmental 
regulations. 

Pairing this with frequent reminders outlining the 
steps involved in completing the report would 
be an additional effective and cheap way to 
increase compliance. For example, the Australian 
government increased reporting compliance 
of corporations by 26% simply by changing 
messaging to emphasize the mandatory nature 
of reporting, giving multiple reminders, and 
including a direct link to the online reporting 
system.16 

Bounded self-interest: We do what others do

As humans, we look to others and conform to 
behaviours that are perceived as the norm.17 
In the case of the BRI, much of the decision-
making is opaque from the outset. Starting from 
the highest level, currently there is no official 
and publicly available registry of all BRI projects, 
which already limits accountability and monitoring 
potential. Even the processes of awarding 
investments are often done behind closed doors 
19. If the actors governing corporations fail to be 
transparent, they inadvertently pass down this 
norm which leads to a lack of transparency with 
environmental issues in corporations. Coupled 
with this, corporations will also compare with 
each other, which can also be an issue as if they 
know another corporation has failed to comply 
but has not had any consequences they may 
follow suit.

In order to counter this, one can start at the highest 
level by creating a BRI-wide accountability 
network, including a public registry of all past and 
ongoing BRI projects that includes their regularly 
updated environmental reports. Aggregating 
this in one publicly accessible place will improve 
accountability as the public will know where 
to go to find details and raise issues for the 

environmental governance of BRI projects. 
This would also make comparison between 
corporations easier, as when choosing for a 
project one could see their reliability of reporting. 

This would also add an additional economic 
incentive for corporations to fulfill their 
environmental requirements or face losing 
out on future jobs. If paired with the previous 
intervention, this network could create a self-
fulfilling norm of compliance with environmental 
requirements as corporations look to each other, 
see others are upholding these environmental 
standards, then do the same.

Conclusions

Environmental governance of the BRI is like no 
problem we’ve seen before, with a scale spanning 
numerous regions, institutions, and policies. 
Behavioural insights can act as valuable tool to 
aid policy making through problem diagnosis and 
policy design. This report merely acts as limited 
introduction, as the potential for implementation 
of these ideas within the BRI is massive. 

With such complex and large scale problems, it is 
crucial not to lose sight of the fact that everyone 
working on this is still an individual that is making 
their own biased decisions. Since soft policies 
are required due to the difficulty of international 
legislation, neglecting behavioural insight is 
neglecting the opportunity to improve these 
policies’ effectiveness in a way that is both cost-
effective and easy to implement. Following the 
lead of other governments and institutions and 
creating an in-house behavioural insights team 
within the Chinese government or multilateral 
development banks would help unlock these 
insights to the benefit of the environment and the 
economy.
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Solar Renewable 
Energy: the bright 
future of photovoltaic 
cells
Fatima Arif
There is vast untapped potential for solar-
renewable energy as part of the Belt and 
Road - but projects need to avoid some 
common pitfalls. Making the most of solar 
power will require advanced tech and 
informed, transparent governance. 

Solar photovoltaic (PV) cells, which convert solar 
radiation into electricity, have made the solar 
energy sector the fastest growing renewable 
energy sector today and a source of great 
potential for sustainable BRI projects.1 The 
average annual growth rate of solar PV between 
1990-2018 was 37%, whereas wind, biogas. 
and hydro energy production had growth rates 
of only 23%, 12%, and 0.2% respectively.2 In 
the last 5 years, we have seen large solar power 
plants (>50MW) being constructed across the 
world, such as within Gulf Cooperation Council 
states, Africa and South Asia.3,4,5

There are key lessons to be learnt from past 
projects that share similar climatic, temperature 
and land cover conditions, as well as political, 
economic and cultural factors. For example, as of 
2019, 63 power plants were in planning stage 
across Africa and these were mostly fulfilled by 
Chinese contractors.6 In addition to questions of 
siting, solar PV is a rapidly evolving field and there 
are key questions around what technologies are 
being implemented in these large-scale solar 
farms. 

This case study considers some of these 
questions, as well as overlapping concerns, 
such as whether the PV cells chosen are suited 
for local climates, and whether they are chosen 
mainly based on resilience, effectiveness or cost. 
And even if the PV cells chosen are very effective, 
what could be implementation related constraints 
that could prevent optimal performance (and thus 
the maximising of the solar energy extraction)?

'The sun never sets on the Belt and Road 
Initiative'
Realising only 3.7% of the possible solar energy 
in the BRI region would be enough to sustain 
the electricity requirements of some 66 nations 
involved in the initiative.7 This prediction stands 
even when considering limiting factors such as 
unfavourable temperatures, latitudinal differences 
in angle of insolation, diurnal variations in solar 
radiation, topology, and apparatus limitations. 
And projects collectively have not yet realised 
even 0.167% of the entire potential within the 
BRI, as of 2017.8

The BRI also provides a unique opportunity for 
co-operation and interconnecting power grid 
systems. This is especially important for solar 
because storing and distributing electricity 
remains a key challenge. An international 
electrical grid system being implemented would 
be tremendously advantageous for power 
generation: 

‘’The overall cost effectiveness of solar 
investments in the BRI region could be enhanced 
by  using a regionally interconnected power 
grid taking advantage of the large range of time  
zones and weather conditions across the BRI 
countries."9 
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A possible “interconnection of five hypothetical 
solar stations along the BRI economic corridor, 
located near the capital cities of Egypt, Iran, India, 
and Mongolia, and Gansu Province in China” 
has been considered.10 It was calculated that if 
implemented,  each country would more easily 
be able to deal with diurnal changes in supply 
and demand.  

Photovoltaic technology: What is possible? 

The current power conversion efficiency of solar 
panels is between 15-20%, compared to 30-40% 
for coal power plants and 80-95% in hydroelectric 
power generation.11 There will always be some 
energy lost through heat, and with solar we are 

unable to capture all wavelengths of light (figure 
1). With heat recapture and, and increased 
light capture, PV could reach efficiencies of 
60-70%.12,13 There is clearly a lot of room for 
improvement when it comes to efficiency. If future 
efficiency could be doubled or even tripled, then a 
lower number of solar panels would be needed.

Currently, most PV cells are made from crystalline 
silicon, and to a lesser extent from amorphous 
silicon or cadmium telluride based thin-film 
layer technology. New, more efficient (~30% 
efficiency) and less wasteful materials such as 
perovskite have emerged recently.14 Furthermore, 
new PV panels with heat recovery systems have 
been pioneered by Japan’s Renewable Energy 
Research Center and the Institute for Solid 
State Physics in Tokyo.15 These further push the 
efficiency of PV panels, but have not yet been 
brought to market. 

Other promising PV technologies

• Thermophotovoltaics GaSb cells (figure 1) 
and half-cut PV cells all further address and 
improve efficiency by addressing the heat 
aspect of solar panels.16,17 

"Realising only 3.7% of the possible 
solar energy in the BRI region would 
meet the electricity requirements of 

some 66 nations"

Figure 1 Retrieved from Viridian Concepts Ltd32
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• Tandem PV cells aim to increase efficiency, 
and these are essentially ‘multi-junctional’ 
cells consisting of multiple layers (one on 
top of the other) of different semi-conductor/
materials. This is so that each material can 
capture different parts of the spectrum of 
light, to produce more electricity overall. 

• Organic and inorganic PV cells:18 Whilst 
organic PV cells are more environmentally 
friendly and come from abundant resources, 
they are typically less efficient. Inorganic PV 
on the other hand are more efficient, mostly 
recyclable but not biodegradable. 

• Concentrating PV cells which use curved 
surfaces to focus the sunlight or tracking solar 
PV cells which rotate to capture the most 
light.19

• Self-cleaning PV cells (with and without 
water).

More efficient PV panels still need to be resilient 
and reliable for them to be viable alternatives. 
Most solar PV panels come with a 25-year 
guarantee, but these panels are still susceptible to 
damage given moderate changes in surroundings 
and failure of different components can occur if 
temperatures deviate too much from standard 
conditions (~ 25°C). 

As of 2020, much research is focused on assessing 
how temperature, wind and moisture variations 
affect efficiency for example in desert climates.18 
Research on the use of better encapsulant film for 
the PV panels is already being done to partially 
address this issue.19 

Many of these emerging technologies are still too 
expensive for the main solar market. However, the 

demand for them may grow with global climate 
changes. Current BRI projects are already creating 
a demand for newer technology to come into the 
market, and some BRI powerplant projects have 
established Research & Development centres. 
But currently, not much can be done to save a 
PV panel if it is already manufactured. Better 
technology could be implemented in small 
phases, at a small scale alongside some of the 
cheaper technology to allow for their benefits to 
be compared. 

Implementation issues  

Beyond emerging PV technologies, it is important 
to consider what practical limitations exist. 
Looking at five solar mega-farms (table 1), we 
consider to what extent recent PV technologies 
were used to mitigate inefficiencies.

These solar projects are all from core BRI regions 
and have involved Chinese solar technology 
state-owned enterprises (SOEs). They are also 
all in desert terrain, which is the kind of location 
future projects are likely to be built on, as they 
receive the highest intensities of solar radiation. 
Several key factors seem to influence which 
PV technology is chosen. These factors are 
summarised below:

Vendor selection and contract terms

Recipient Governments must pick a vendor with 
solar technology expertise: Failure at this stage 
led to final power outputs being considerably 
lower than expected in Quaid-e-Azam park. The 
company chosen for the first phase was neither 
the cheapest or with the best expertise.23 The 
company more specialised in telecommunications 

Name Location Capacity (MW) Construction Start 

Quaid-e-Azam Solar Park Pakistan 600 2014

Mulilo Sonnedix Prieska Solar 
Farm

South Africa 86 2016

Mohammed bin Rashid Al 
Maktoum Solar Park

UAE 1,013 2013

Garissa Solar Powerplant Kenya 50 2017

Benban Solar Park Egypt 1,650 2018

Table 120, 21, 22
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was chosen at the end of the bidding process 
for unknown reasons. It may be that some of 
the easily avoidable failures may have occurred 
because of this reason.24

Chinese investors must assess the conditions for 
foreign investment in host countries: In Egypt, 
the attraction of low tariffs was undermined by 
a hostile legal environment (due to inefficacies 
brought about by the Egypt Arbitration Act) which 
may have discouraged certain solar developers, 
with a similar case occuring in Pakistan.25,26,27 

Site selection

Although deserts provide the most desirable 
intensities of solar light, excessive amounts of 
dust have been found to drastically reduce solar 
PV efficiency.28 

A favourable site was chosen for Benban Solar 
Park: it had gravel and ripples that naturally 
prevented dust from blocking the PV cells. 29

In contrast, Quaid-e-Azam the dust was not 
prevented from blowing onto the solar panels, 
leading to additional cleaning costs. This was 
exacerbated by a lack of water for cleaning on 
site. New PV panels that block dust and clean 
themselves without water (e.g. electrostatic 
methods and air-blowing mechanical) were 
emerging, but were not market ready.30 But 
lessons can be learnt here, and the importance 
of  ‘dust-resistant’ types of panels for preventing 
costs should be considered in future desert 
projects.

Temperature considerations

Temperatures in desert sites, such as in Pakistan 
and Kenya, can often be 2-3 times higher than 
standard conditions.31 High temperatures can 
reduce the lifespan of PV panels, and mitigating 
for this is currently difficult due to technological 
constraints. Adaptive solar PV such as developed 
by UbiQD may overcome this challenge. 

Policy recommendations

Host governments should:

• Ensure that there is a transparent auctioning/
bidding process carried out for the 
implementation of the solar power plant as this 
may prevent inefficacies from occurring later 
on in the process. Technological suitability for 
climate and site should be of utmost concern 
when it comes to choosing the vendor and 
decisions should be taken on a technological, 
not political, basis. 

• Create a more hospitable environment for 
foriegn investment by making the legal and 
bureaucratic process more efficient. This is 
vital for ensuring that vendors stay and carry 
on the project. 

• Establish research centres alongside 
solar power plants so that technological 
improvement is ongoing.

Chinese investors should:

• Ensure that the new, more efficient, more 
desert suited PV panel technology is offered 
at a competitive price in order to foster good 
relationships and prevent legal challenges 
arising from damage and inefficiencies.

• Scale up production of technologically 
advanced PV panels so that they can be made 
at a cheaper cost. 

Conclusion

Overall, this case study highlights how the 
final output of solar photovoltaic power plants 
is not only a reflection of the current available 
technology but also a result of several decisions 
made on implementation by government and the 
private companies. Neither the technology nor the 
implementation process are currently optimally 
efficient. Better technologies can improve some 
of the implementation problems, whilst better 
implementation from both Chinese investors and 
recipient governments can make sure the PV 
technologies perform optimally, to give higher 
electrical power output. 



In recent years, the People’s Republic of China 
(PRC) has increasingly engaged with multilateral 
fora and introduced its own diplomatic concepts 
into international organisations. An example 
of this is “Community of Common Destiny,” 
first raised in a 2011 White Paper on Peaceful 
Development, and in March 2017 successfully 
inserted into a United Nations Security Council 
resolution to the delight of state media.1,2  
Nonetheless, such a term, alongside “win-
win co-operation” or Xi’s own “people-centred 
philosophy of development”, suffers from unclear 
definition.3  

To quote Mockry, “The vagueness of official 
jargon makes it difficult to grasp the implications 
of official terms such as the ‘community of shared 
destiny for mankind,’ ‘a new type of international 
relations’ or ‘win-win cooperation’”.4  Increasing 
work has illuminated that the BRI itself is also 
suffering from a lack of coordination. From 
Freymann’s suggestion that the BRI as of now 

Many of the BRI’s key terms and 
concepts appear to be admirable 
commitments to social equity. 
Yet while such terms continue 
to lack definition or coherence, 
criticism will continue. Reshaping 
the BRI through an explicit social 
equity lens could transform and 
concretise China’s geo-economic 
outreach to everyone’s benefit. 

Social 
Equity

Ben Hales
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constitutes a branding exercise more than a policy 
plan,  to recent work on China’s fragmentary 
development financing, evidence is mounting that 
far from offering that coherent “community”, the 
Initiative is fragmentary.5,6  An obvious unification 
strategy could involve refocusing priorities on 
social equity.

Understanding social equity

The concept of “social equity”, popularised by 
Frederickson following the 1968 Minnowbrook 
Conference, existed originally as a critique of 
management strategies in public administration. 
Excessive focus from the 1940s-1960s on the 
“bureaucratic” or “neo-bureaucratic” application 
of principles of efficiency and economy alone was 
increasingly resulting in de facto unjust policy 
rollout in American communities.7  

In the context of attacks on the established 
order in the 1960s, theorists of “new public 
administration” conceptualised social equity as 
a reframing of priorities, through interrogating 
for whom policy was beneficial, and questioning 
whether public service allocation was establishing 
an equitable level playing field, or was being 
distributed equally in a manner entrenching 
already advantaged groups.

A focus on social equity aims for responsive, 
transparent and therefore trustworthy 
government, courts citizen participation, and 
acknowledges the need for administrators to 
practice discretion in complex cases by following 
the spirit, over the letter, of regulations.8 Originally 
conceived in an era of protest against gender and 
racial inequality, social equity today encompasses 
an array of fields, from environmental to 
intergenerational equity.9  

Although born within the American academy, 
social equity is a concept that is simple to 
internationalise. Regarding China, Hui and Ling 
have argued that what could be termed “social 
equity” was once at the heart of China’s domestic 
governance. The Mao-era cradle-to-grave 
welfare system, stretching (thinly) into rural 
areas, alongside an urban social security “iron 
rice bowl” contributed to China’s low inequality 
during the Mao era and early post-Mao era.10  

In 1981, China’s urban Gini coefficient of 0.16 
placed its urban spaces as some of the most 
equal on Earth.11  

Following skyrocketing inequality during the 
reform-era,  China is once more placing what 
could be conceived as social equity back upon 
its agenda.12 Aiming to achieve a “moderately 
prosperous society” by the CCP’s centenary 
in 2021 and a “strong, democratic, civilized, 
harmonious, and modern socialist country” by 
2049, President Xi noted in his 2017 report to 
the 19th Party Congress that China “will see 
that government plays its function of adjusting 
redistribution, move faster to ensure equitable 
access to basic public services and narrow the 
gaps in incomes.”13  

China’s emerging pivot towards social equity 
at home comes as it internationally champions 
terms such as “win-win cooperation” and the 
“Community of Common Destiny”.14  If China 
concretises these terms in a transparent and 
considered way and pursues social equity 
overseas with the same vigour that it is beginning 
to apply to problems at home, then there could be 
scope to develop a novel alternative to Bretton 
Woods multilateralism that might go some way 
to addressing issues of excessive Western-
centrism or unbalanced relations in the current 
model of international development.15  Our case 
studies, later in this section, all point towards 
openings for an equity-aware approach to policy 
rollout.

Our case studies
Social equity is a diverse field, yet the case 
studies selected indicate that such diversity can 
generate concrete policy insights. 

Working on Mongolia and Egypt, Pang and 
Monson illuminate the significance of perception 
in BRI rollout. There remains a mismatch 
between regime conviviality and civil society 
distrust in Egypt, from President Sisi’s support 

“China is once more placing what could 
be conceived as social equity back on 

its agenda”
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of China’s ongoing religious policies in Xinjiang at 
the UN to a recent $10 trillion lawsuit brought by 
an Egyptian lawyer against PRC over Covid-19.  
Meanwhile, analysing Chinese academic 
literature around Mongolia, Pang indicates that 
work needs to be done to eliminate discourses of 
Mongolian neediness vis-à-vis their neighbour. 

Beyond perception, substantive asymmetry is a 
cause of concern in both Pang’s and Memari’s 
work. Mongolia and Iran have unbalanced 
bilateral ties with their larger partner, primarily 
due to proximity (Mongolia) or international 
sanctions (Iran). As a result, BRI investment in 
Iran has targeted sectors, particularly energy, 
critically significant to China, paying relatively less 
attention to growth fields in telecommunications 
and information technology which could 
transform Iran’s digital inequality.  In Mongolia, 
asymmetry plays out amid concerns that 
Mongolia’s economic diversification enables a 
PRC building of “structural power” in developing 
industries, unbalancing an already stacked deck 
in the Sino-Mongolian relationship. 

Diversity of peoples and opinion, a perennial social 
equity focus, is a final unifying factor. Monson’s 
work on Islam as a lens through which to analyse 
the BRI indicates that implementation in Muslim-
majority states requires an understanding of 
equity in an Islamic economic sense. Religion 
itself has also been a source of controversy - 
popular distrust of China to a great extent stems 
from its policies towards ethnic minorities, which 
were brought home to Egyptians following the 
2017 deportation of Uyghur students from Al-
Azhar University in Cairo.  

In Mongolia, the lens of Islam is replaced by 
Buddhism. A tension between Mongolia’s 
support for the “One-China Policy”, and repeated 
engagements with the Dalai Lama interferes with 
bilateral relations, generating PRC allegations 
of “transgressions” and damaging potential for 
“win-win cooperation.”  In Memari’s study of Iran, 
diversity is less political than economic: peripheral 
minority regions of Iran suffer most from the digital 
divide and could thus gain substantially from a 
sustained and transparent Chinese pivot from 
hydrocarbon investment towards deepening its 
Digital Silk Road in Iran. 

Policy recommendations

Reshaping BRI in line with social equity, and in 
so doing concretizing promises of an alternative 
development model, requires policy shifts. 

Take history into account: The Chinese 
state needs to evaluate the historico-cultural 
underpinnings of its engagement and integrate 
local perceptions of China into international 
policymaking. The BRI is a global effort, yet 
this report identifies gaps where a lack of wide 
engagement with national cultures and the 
history of said cultures’ interactions with China 
results in misunderstandings and distrust. In 
particular, a focus primarily on cultivating elite-
elite peer networks as civil society discourse 
turns hostile is counterproductive, and in the 
near future could upset the stability upon which 
effective cooperation depends. Culture can be 
a strength rather than a risk factor: tailoring 
policy to specific local environments, mindful 
of historical and contemporary particularities, 
would substantially increase public engagement 
with the Initiative.

“If policy is sensitively tailored, culture 
can be a strength rather than a risk 

factor. ”
Address the transparency deficit:  Meaningful 
transparency-building, involving the engagement 
of local communities in development projects and 
proactive information disclosures, would serve to 
enhance BRI from a social equity perspective and 
head off the growing civil society distrust noted 
above. 

Resolve asymmetries: Sustained effort 
is required to correct Chinese and partner 
perceptions of asymmetry in bilateral relations. 
Although such asymmetry is difficult to avoid in 
interactions between a superpower and other 
states, excessive Chinese media commentary 
on this fact risks increasing the PRC’s distrust 
by local actors in recipient countries. In partner 
states, meanwhile, it is imperative that popular 
misconceptions and hostilities are acknowledged 
by central and local governments as a method of 
defusing them, not least through media coverage 
that is receptive rather than dismissive of concerns.
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Superpower status: China must understand 
that if it wishes to be a superpower, it will be 
treated like one. Domestic policies cannot but 
be noticed by civil society within partner states. 
Firewalling sensitive topics and browbeating 
national governments for crossing China’s own 
red lines promises to turn back the clock on 
“win-win cooperation,” and fails to consider 
that claims to be constructing a “people-
centred” development model and communitarian 
international order will ring hollow if China reacts 
with reflexive hostility to external criticism. 

Integrating social equity: Chinese diplomatic 
concepts such as “win-win cooperation”, can 
be reshaped through engagement with the 
literature and practices of social equity to 
provide organisational coherence to BRI. A 
genuinely equity-focused policy approach in 
China’s ever-growing Belt and Road Initiative 
could engage neglected stakeholders, truly 
creating a “Community of Common Destiny”. 
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Islam in Egypt: 
Bargaining chip or 
breaking point in 
The Belt and Road 
Initiative? 
Leonora Monson

In light of the heavily publicised overtures 
between the Egyptian President Abdel-
Fattah el-Sisi and the Chinese President 
Xi Jinping, one would be forgiven for 
thinking that little could stand in the way 
of the implementation of the maritime 
branch of the Belt and Road Initiative 
(BRI) in Egypt. Religion remains, however, 
a crux at which these amicable relations 
have the potential to fracture. 

2020 marked a pinnacle in the recent history of 
Chinese-Egyptian relations. Sino-Egyptian trade 
volume reached $6.69 billion in the first half of 
2020, whilst Chinese total investments in Egypt 
exceeded $7 billion.1 

Even a global pandemic was seemingly unable 
to sour flourishing diplomatic ties between China 
and Egypt.2 In light of the Suez Canal’s position as 
a key strategic waterway in the projected route of 
China’s Maritime Silk Road this diplomatic amity 
is to be expected. 

Such a convivial relationship is more perplexing, 
however, when Egypt’s position as a bastion of 
Sunnī Islam is considered. President el-Sisi has 
refused to let international criticism of China’s 
policy towards its own Muslim populations cast a 
shadow over diplomatic relations. In light of such 
a fractious religious reality at the heart of the BRI, 
this case-study will survey the opportunities and 
potential points of conflict that Islam brings to the 
framing and implementation of the BRI in Egypt.

 Furthermore, this case-study will propose ways in 
which these potential politico-religious fault-lines 
can be navigated through policy that is perceptive 

to the sensitivities of Sunnī Muslim communities. 
By doing so such communities can be integrated 
into the BRI in a way that ensures equity in the 
benefits enjoyed by those the Initiative will be 
directly affecting. An awareness of ‘Islam’ in policy 
formulation, both in terms of its theological and 
legal discourse and its manifestation in culture 
and practice, will ensure that the BRI respects 
the religious identity of Egyptian Muslims whilst 
ensuring that the promise of uncompromised 
social equity is achieved.3 

Points of confluence between the BRI and 
Islam

Egypt occupies a unique geo-strategic position 
amongst its Middle Eastern competitors in the 
projected maritime route of the BRI. The Maritime 
Silk Road seeks to connect the South-eastern 
coastline of China to the Mediterranean through, 
notably for Egypt, the Suez Canal. Egypt is equally 
a major player in the Islamic world. Around 90% 
of the country’s population identify as Sunnī 
Muslim, coupled with a Shīʿīte minority of around 
1%.4 Furthermore, the foremost institution of 
Sunnī Islamic study and a key forum for Sino-
Egyptian cultural interaction, Al-Azhar University, 
is located in Cairo.

The earliest account of the career of the Prophet 
Muhammad from c. 660 A.D. describes the birth 
of a religious phenomenon heralded by a figure 
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who was “a merchant”.5 In the context of the 
Prophet’s familiarity with trade, Islam emerges as 
a religion in which the achievement of the BRI’s 
commercial aims is in a distinctly favourable pre-
existing position. The fact that several Muslim-
majority regions are interspersed along the BRI’s 
land and maritime routes therefore enables Islam 
to provide a particularly conducive backdrop for 
bilateral trade relations.

The opportunities of Islam in BRI trade

The potential of the new Suez Economic and 
Trade Cooperation Zone (SETC) has been at the 
forefront of President el-Sisi’s overtures to the 
Chinese government.6 The domestic returns of 
the project rely on its promise as a major engine 
of growth and jobs, whilst acting as the pièce 
de résistance in el-Sisi’s national development 
strategy, “Egypt Vision 2030”.7 

For the Chinese, the project delivers the much-
needed modernisation of a central maritime 
choke point of the BRI and fits into their wider 
aim to build a network of commercial bases and 
ports along the BRI route.8 

Commerce and trade are not, however, the 
‘secular’ concepts that Western European 
countries often assume them to be. Throughout 
history ʿulamāʾ (scholars of Islamic scripture 
and sunna) have adjudicated on the economic 

affairs of the Islamic world.9 ‘Islamic economics’ 
is grounded in a set of contracts and instruments 
which form the backbone for contemporary 
economics in the Islamic world.10 A World Bank 
research paper identified a key principle of 
Islamic economics is that a financial transaction 
should not lead to the exploitation of any party 
involved.11 The connection between central 
tenets of social equity, namely the commitment to 
procedural fairness in public administration and 
projects, with the importance of ethics in Islamic 
economics cannot, therefore, go unnoticed in the 
implementation of the BRI in the SETC zone.12 

The publicised ‘benefits’ of such a project rely 
on the fact that, for example, the Chinese state-
owned TEDA development project in the Ain 
Sokhna port alone is set to create 20,000 new 
jobs.13 One way to ensure this would be through 
Chinese-backed projects not simply employing 
Egyptian labour but representing local employees 
in managerial positions. More broadly, Islamic 
economics is equity-based, asset-backed, and 
socially responsible finance, traits that can be 
valuable to the basis of infrastructure projects 
within the BRI. One way to better incorporate 
Muslim communities would therefore be through 

“Commerce and trade are not the 
‘secular’ concepts that Western 

European countries often assume 
them to be”
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legislation and contracts that take into account 
tenets of Islamic economics. Whilst on a policy 
leve, the Asian Infrastructure Investment Bank 
could expand its relationships with Islamic 
finance experts. 

Points of conflict between the BRI and Islam

Chinese domestic politico-religious policy: When 
the relationship between religious demography 
and the route of the BRI is so intrinsic, the position 
of China’s own Muslim communities along the 
BRI cannot go unnoticed. 

Xinjiang Province, home to much of China’s 
domestic Uighur Muslim population, occupies an 
integral geo-strategic portion of the BRI. China 
has recently come under sustained international 
criticism for its attempt to crackdown on Islamic 
extremism through a policy of “re-education 
camps” to which domestic Muslim minorities 
have been sent.14 

El-Sisi has publicly displayed uncompromising 
support for China’s domestic politico-religious 
agenda, not least due to its alignment with his 
own designation of political Islam, in the form of 
the Muslim Brotherhood, as a deviant ideology 
with links to terrorism. In 2020 he included his 
government’s signature on a letter backing 
China’s “re-education” policy presented at the 
United Nations, whilst in 2017 reports emerged 
of the Egyptian state-sanctioned detainment of 
Uighur students living in Cairo and subsequent 
interrogation by Chinese officials.15 

Popular reactions in Egypt

China is aware that, without some measure 
of stability in key countries along the BRI, the 
Initiative is likely to fail. This “stability” has typically 
been measured in terms of the degree of civil and 
political cohesion.

Nevertheless, in Egypt, a country still grappling 
with the legacy of the Arab Spring and the status 
of the Muslim Brotherhood, civil and political 
stability is intrinsically connected to notions of 
Muslim identity. Popular concerns regarding the 
status of Uighur Muslims living in Egypt have been 
largely dismissed by the Egyptian government. 
16Nevertheless, Daraj released an investigative 

report into the deportation of Uighur Muslim 
students at Al-Azhar suggesting a “violation of 
the international laws and covenants”. The report 
stated that remaining Uighur Muslims studying in 
Cairo feel “fear, tension and unrest”.17

The outbreak of Covid-19 has complicated 
matters on the ground further. Undercurrents of 
hostility towards China have appeared in popular 
Egyptian sentiment following the outbreak of 
the pandemic. Notably, an Egyptian lawyer filed 
a $10 trillion compensation against the Chinese 
government for damages sustained to Egypt as 
a result of the Coronavirus outbreak.18 Whilst 
the case is itself grounded in xenophobia, the 
sentiment is clear. Indeed, Egypt’s Chinese 
populace has reported a surge in verbal 
abuse and hostility. Dismissals that these are 
fleeting, “isolated incident(s)” by the Chinese 
Ambassador to Egypt fails to come to terms with 
the significance of such tensions to the projected 
timeline of the BRI’s implementation.19 

Conclusion

Studying the reception of the BRI by Muslim 
communities in Egypt reveals significant potential 
fault-lines. Limiting discussion of Islam, and the 
agency of its communities both in China and in 
Egypt, does little to further the achievement of an 
Initiative in which far reaching stability is needed. 
Transnational Islamic ties have the potential to 
strengthen economic ties between China and 
Egypt, but to overlook increasingly imminent 
points of conflict underestimates the importance 
of agency amongst communities along the 
projected route of the BRI. 

It is essential that popular misconceptions and 
hostilities are acknowledged by central and local 
governments in Egypt, not least through media 
coverage that is receptive rather than dismissive 
of such concerns. By doing so BRI policy not only 
ensures a stable projected route, but achieves a 
core tenet of social equity, namely the guarantee 
for communities of a place at the table to express 
views on policy choices and service delivery.20

“Transnational Islamic ties have the 
potential to strengthen economic ties 

between China and Egypt”
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The Digital BRI: How 
should Iran rebalance 
its investment 
priorities?
Michael Memari

China’s oil needs and the pressure of 
sanctions have turned Iran’s strategic 
gaze towards the East - but both Iran 
and China could benefit from BRI 
investments diversifying away from 
Iran’s energy sector. Iran’s booming start-
up environment and ICT infrastructure 
provide fertile opportunity for both profit 
and progress.
China has been Iran’s largest trading partner 
since 2009 and over the last few years, the Belt 
and Road Initiative (BRI) has served to deepen 
these bilateral ties.1 In January 2016, President Xi 
Jinping actively incorporated Iran into the BRI by 
outlining a Comprehensive Strategic Partnership 
(CSP).2 

For China, Iran’s geographic location well 
positions it to serve as a strategic focal point 
for energy and transport corridors intended to 
logistically improve market connection between 
Asia and Europe.3 China’s partnership with Iran 
also provides the former with access to key 
maritime trade routes in the Persian Gulf, thus 
empowering it “to produce more, sell more, and 
deliver faster.”4 

For Iran, Chinese infrastructure investments have 
the potential to boost its economic development 
by improving national connectivity and the energy 
sector’s output, as well as reduce the poverty 
and instability of neighbouring states, such as 
Afghanistan and Pakistan.5 

Energy dependency and the need to 
diversify

While Chinese BRI investments in Iran 
are mutually beneficial, certain challenges 

hinder Iran’s ability to leverage them towards 
development and social equity. First, Chinese 
BRI-linked investments in Iran are overly directed 
to the energy and transportation sectors. 

Energy is the core of Sino-Iranian ties, reflecting 
the complementary nature of their economies: 
China is the world’s largest energy consumer 
and Iran is a major energy producer with some 
of the biggest unexploited oil and natural gas 
reserves globally.6 Consequently, China has 
heavily invested in exploring Iranian oil fields, 
upgrading Iran’s oil industry and gas refineries, 
and constructing ports, such as in Chabahar and 
Jask, the latter of which will be turned into an oil 
exports hub. 

While China has also invested in other types of 
infrastructure, such as metro systems, railways, 
dams, bridges, airports, and ships, connectivity 
remains insufficient to fully exploit long-term 
development and energy cooperation.7 For 
example, the transportation infrastructure along 
the China-Pakistan-Iran-Turkey energy corridor 
needs upgrading, particularly in increasing 
highway and railway “network density” in Iran 
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and Pakistan, improving railway electrification 
for greater transport efficiency, and overcoming 
differences in railway infrastructure, such as rail 
widths.8 

This pattern of investment benefits China 
comparatively more than Iran, by securing 
the former’s energy imports and avenues 
to sell machinery and manufactured goods; 
meanwhile, Iran risks uneven development 
and sector dependency. Following the U.S.’s 
reimposition of sanctions, the Iranian economy 
has suffered immensely from plummeting oil-
exports, triggering rapid inflation. The “loss of 
oil exports, which had accounted for about half 
of government revenues, tied the government’s 
hands in any economic rescue effort.”9 Thus, 
while continued development of oil, gas and 
petrochemical projects are important, Iran also 
needs to diversify and balance foreign investment 
across sectors, beyond energy, to mitigate risk 
and overdependence. In particular, investing more 
in information and communications technology 
(ICT) would not only benefit Iran’s burgeoning 
start-up environment, but also enable the rural 
poor to take advantage of online educational 
opportunities. 

Transparency deficit, corruption and public 
perceptions  
Corruption and transparency issues need to be 
addressed. In general, China fails to disclose 
lending details about cross-border projects in 
a “systematic or transparent manner,” despite 
openly posturing against official corruption.10 
Iran, which ranks 148 out of 198 on Transparency 
International’s Corruption Index, exhibits a similar 
degree of opaqueness in its public disclosures, 
lessening accountability and raising the risk of 
funds being misappropriated.11 

Due to Iran’s non-compliance with the Financial 
Action Task Force, the People’s Bank of China 
has labelled it a high-risk business environment, 
which deters Chinese banks from dealing with 
Iranian businesses. Unfortunately, the Iranian 
Revolutionary Guard Corps’ (IRGC) political 
and economic clout exacerbates this problem. 
The IRGC, which owns construction, shipping, 
and manufacturing businesses, enjoys “no-bid 

contracts” from the civil government in both 
the oil and development sectors, and it utilizes 
black market opportunities to provide regional 
allies with monetary support. As a result, it 
is incentivized to prevent the Iranian banking 
system from embracing regulatory reforms and 
transparency.12

The transparency deficit and poor government 
communication about BRI projects has caused 
the Iranian public, including lawmakers, to hold 
increasingly negative perceptions of China. There 
was immediate public outcry after details of a 
25-year deal, aimed at more fully implementing 
the CSP first signed in 2016, were leaked in 
July. Reformists have criticized the Rouhani’ 
administration’s “‘unbalanced’ ties” with Beijing.13 

While many conservative politicians, such as Majid 
Reza Hariri, the Chairman of Iran-China Chamber 
of Commerce, advocate closer relations, even 
conservative lawmakers criticized the potential 
deal, casting doubt on the government’s ability to 
engender public support for it and perpetuating 
rumours that the deal stipulated hosting Chinese 
military forces and ceding the island of Kish.14 
Prior to this, Iranian bazaar workers resented 
the fact that Chinese goods have been flooding 
the market, and fishermen operating along the 
southern coast of Iran are critical of Chinese firms 
encroaching on their fishing grounds.15 

Rebalancing priorities: ICT and social 
inequalities
Iran’s economic recovery efforts will suffer 
greatly without new sources of revenue. As the 
pressures of the COVID-19 pandemic continue 
to contract demand for crude oil, Iran should 
balance energy-related projects with greater 
investment in ICT infrastructure.16 Investments 
in internet infrastructure have already seen high 
speed internet become widely available in all 
major Iranian cities, spurring a booming start-up 
sector.17 

In March 2019, over 6500 start-ups were active 

“Iran needs to diversify foreign 
investment across sectors beyond 

energy”
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in Iran,  making Iran one of the “fastest growing 
start-up environments in the Middle East,” and 
forty-one technology companies are currently 
valued in the stock exchange at 250 trillion rials 
(US$833.33 million).18, 19, 20

However, the technology sector, a significant job 
creator capable of generating added value through 
a knowledge-based economy, needs upgrading.21 

According to Iran’s ICT Guild Organization, Iran’s 
communication infrastructure is not adequately 
equipped to handle the demands of online services 
during the pandemic.22 Moreover, the amount 
of loans and grants allocated by government-
backed bodies like the National Development 
Fund and National Innovation Fund is insufficient 
and largely subject to nepotism and corruption.23 
Improvements to the nation’s ICT infrastructure 
would also promote social equity.

Unfortunately, Iran has a digital inequality 
problem: twenty-eight percent of Iranians have 
no or limited internet access and only twenty 
percent of internet users come from rural areas.24 
This directly affects the equitable distribution 
of online education. While a national distance 
learning project began in April via the online 
platform SHAD, reports state that the platform 
was slow and plagued by system errors.25 In 
late October, Mohammad Vahidi a member 
of the parliamentary Education and Research 
Committee, said 3.5 million students are unable 
to access SHAD because they lack internet 
connectivity or the necessary devices.26 

In poor border provinces with large ethnic minority 
populations, these issues are heightened: only 
forty percent of students have access to the 
internet in Sistan and Baluchistan, according 
to the province’s General of Education Ministry, 
and in Kurdistan Province only sixteen percent 
of students are connected to SHAD.27 Improving 
digital access could also promote transparency 
by providing citizens access to information and 
opportunities to partake in civic engagement, 
“debate issues and share a plurality of thoughts 
in digital spaces.”28

According to leaked details about the 
Comprehensive Strategic Partnership negotiated 
this summer, the agreement includes plans 
for China to construct 5G telecommunications 

infrastructure and offer Beidou, the new Chinese 
Global Positioning System.29 Such opportunities 
to further incorporate Iran into China’s Digital Silk 
Road, focused on cultivating digital infrastructure, 
including data centres, cutting-edge cellular 
networks, and fibre optic cables, would allow 
Iran to leverage Chinese BRI investment as 
“an instrument of change to correct the power 
imbalance between the advantaged and the 
disadvantaged.”30 

Conclusion

Chinese BRI investments in Iran overwhelmingly 
address the energy sector and petrochemical-
related infrastructure such as ports. Yet, 
with expectations that the incoming Biden 
administration will ease sanctions on Iran, under 
which China’s ZTE Corporation was indicted for 
providing Iran telecommunications equipment in 
2017, now is the perfect time to prioritize digital 
BRI investments.31 

Increased ICT development will not only diversify 
Iran’s economy and boost a promising start-up 
and e-commerce environment, but also promises 
to address existing inequalities. However, future 
projects should be accompanied by greater 
government transparency to secure public buy-in 
to foreign investment projects, tackle corruption, 
and align projects with the needs of local 
communities.32

“The incoming Biden administration 
means now is the perfect time to 
prioritise digital BRI investments.”
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Balancing Sino-
Mongolian relations: a 
historical case study
Kar Lok Pang

Historic Sino-Mongolian relations 
present both unique challenges and 
unique potential for the modern-day 
BRI. Sustainability and truly “win-win” 
outcomes can only be achieved if both the 
West and China develop a more nuanced 
historical and cultural understanding of 
Mongolia.
Mongolia shares close ties with China, as an 
East Asian country situated between Russia and 
China, and neighbouring China’s Inner Mongolia 
Autonomous Region. As a direct neighbour, 
Mongolia has long been of significant importance 
to China’s foreign policy strategy.1 While 
evidence of Mongolia’s independence existed as 
early as 162 BC, Mongolia came under Manchu 
rule during the Qing dynasty (1644 – 1912) for 
the first time since the Yuan (1271 – 1368).2 This 
historic affiliation generated strained relations 
after the Qing dynasty’s fall: ‘Outer’ Mongolia 
gained independence, whereas ‘Inner’ Mongolia 
became an Autonomous Region within China. 
Politically, Sino-Mongolian relations have also 

been affected by the interplay of Chinese and 
Russian interests.3 During the Cold War, the Sino-
Soviet split saw Soviet-inspired socialist reform 
in Mongolia to the detriment of Sino-Mongolian 
relations.4

Even today, China’s attitude towards minority 
religions in its homeland impacts its perspective 
of Mongolia.5 There remains a need for Chinese 
academic writing to move beyond a narrow focus 
on the promises and benefits of Sino-Mongolian 
relations to consider the inherent difficulties 
within.6 Even when discussing said difficulties, 
the Chinese perspective is often clouded by 
misconceptions that paint Mongolia negatively.7

Redefining cooperation in “win-win” terms 
challenges Western-centric framing of social 
equity discourse;8 this case study argues that 
co-opting “win-win” alongside sustainability 
substantiates understanding of Asian 
perspectives at the BRI’s core. That said, greater 
balance needs to be introduced in terms of 
China’s role in central Asia. From a social equity 
viewpoint, increased interest in the region, both 
internally and from the West, represents the 
impetus necessary for rebalancing Chinese 
influence. Given the close ties shared, it is hoped 
that scrutiny of the efforts to implement the BRI 
will provide paths to strengthen Sino-Mongolian 
relations, thus achieving a socially equitable 
outcome for both countries.
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Resolving differences and maintaining ties 

Economic imbalance: The closeness of Sino-
Mongolian relations can firstly be understood 
in terms of economic dependency, China being 
Mongolia’s largest trading partner. In the post-
Cold War era, China has been instrumental in 
facilitating Mongolia’s independence on the 
global stage.9 China’s recent diplomacy should 
be regarded as an acknowledgement that part 
of the BRI’s success in central Asia depends on 
Mongolia.10 Nonetheless, the dominant Chinese 
portrayal frames Mongolia as the more “needy” of 
the two countries.11 Discussion on the importance 
of the China-Mongolia-Russia-Economic 
Corridor to foreign relations further disregards 
the imbalance of Mongolia’s disproportionate 
dependence on China, placing it in an uneven, 
vulnerable bargaining position.12

Historic differences: Given that Mongolia has 
much to gain from bilateral initiatives, it is the 
expectation of political commentators and 
academics that Sino-Mongolian relations will 
remain close in the foreseeable future. While the 
inclusion of Mongolia in the BRI may be a positive 
sign of cordial Sino-Mongolian relations in the 
long term, Chinese Ambassador Xing Haiming’s 
message, published in Mongolian media in 2018 
before the 70th anniversary of Sino-Mongolian 
relations, encapsulates the Chinese view: 
successful bilateral initiatives are contingent 
on a presumption of respect of Mongolian 
independence, sovereignty, and territorial 
integrity, as well as tolerance of Mongolia’s policy 
toward the Dalai Lama on China’s end. The 
expectation of Mongolia is that it continues to 
respect the “One China” policy.13

Any bilateral negotiations as part of the BRI must 
contend with a number of historical and cultural 
sensitivities. China’s complex relationship with 
Tibetan Buddhism puts it at odds with the 
majority-Buddhist Mongolia, while a certain 
level of anti-Han Chinese sentiment persists in 
Mongolia.14 Mongolia has long grappled with the 
paradox of how to preserve its culture through 
linguistic and religious means, while maintaining 

ties with China. China’s paternalistic sanctioning 
of “normal religious activity” within its borders 
further strains the stability of bilateral ties.15, 16

Controversy surrounding the Dalai Lama 
particularly accentuates this tension: the 
Mongolian administration’s recent acquiescence 
to China’s strongly worded warnings has led to 
fears that Sino-Mongolian relations are becoming 
unbalanced in terms of negotiating power.17,18 
This case study argues that closer attention 
should be paid towards local and international 
narratives that China has shaped in the past and 
present. Understanding historic issues underlying 
corresponding Sino-Mongolian perspectives will 
benefit the implementation of the BRI, since they 
present unique challenges and opportunities 
which have traditionally been underrepresented.

China’s role in Central Asia

China’s role in central Asia: Although Miller’s 
(2017) consideration that China’s rise is inevitable 
may not be universally accepted, undeniably, 
improved Sino-Mongolian relations will position 
China favourably vis-à-vis Russia.20 Within 
central Asia, China will be able to wield greater 
influence in shaping trade relations. However, 
it is imperative that China commits to achieving 
a sustainable, win-win outcome in the context 
of Sino-Mongolian relations. Generating global 
attention on historic Sino-Mongolian relations 
and sparking internal discourse on the role 
China plays in shaping national narratives would 
both promote a more accurate and widespread 
understanding of the nature of China’s role in 
central Asia. In turn, this can be a positive tool 
in ensuring accountability for socially equitable 
outcomes for the BRI.

“Mongolia has long grappled with 
how to preserve its own culture while 

maintaining ties with China.”
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Mongolia and China’s Autonomous Regions

On top of bilateral Sino-Mongolian relations, 
an inward-facing approach through the lens of 
the Xinjiang Uyghur, Tibet and Inner Mongolia 
Autonomous Regions (ARs) is helpful to 
raise questions surrounding China’s internal 
narratives.21 The irony of Chinese discourse 
proclaiming China’s contribution to world peace 
is highlighted in the historical lens of Mongolia 
as synonymously an “ancient foe” but “friendly 
neighbour”.22 Mongolia’s commonalities with 
China’s ARs include minority religions as the 
dominant local practice, historically strained ties 
with China, ostensible tolerance of the “One 
China” policy, and their natural resources and 
geographical advantages. These commonalities 
reflect the need for greater cultural sensitivity in 
BRI negotiations to strengthen Sino-Mongolian 
relations and achieve mutual benefit. At present, 
such ties, while predominantly stable, have not 
represented China well in the global arena. Global 
support of the BRI hinges on the correction 
of China’s internal narratives towards ARs, as 
well as more balanced academic literature and 
international media portrayal of China.23, 24, 25

In his Report at the 19th Chinese Communist 
Party Congress, Xi Jinping set out priorities for 
regional investment, including ethnic minority 
populations.26 Locally, Mongolia hopes to reduce 
dependence on extraction, diversify its economy 
and develop its industrial sector.27 Undoubtedly, 
the BRI promises benefits and positive 
externalities for Mongolia, not least by increasing 
connectivity to previously inaccessible areas. 
Notwithstanding its uneven bargaining position, 
differences in cultural make-up present unique 
challenges which have either been obfuscated, 
misconstrued or ignored in academic literature.

Jones and Hameiri demonstrate that, rather 
than debt-trap diplomacy, bumps on the BRI 
are typically caused by the intersection of 
powerful interests and associated governance 
shortcomings.28 Reeves argues that Mongolia’s 

disproportionate economic dependence on China 
and the historic interplay of weak political security 
allow China to develop “structural power” over 
Mongolia, by putting indirect pressure on Mongolia 
through infiltrating developing industries.29 This 
“structural power” and the wielding of economic 
ties to drive relations need systematic reform 
to balance Sino-Mongolian relations, as well as 
improve local inequalities.30

Shifting academic perspectives

Within Chinese academia, international relations 
regime theory has seeped into the vocabulary 
of Sino-Mongolian relations, with academics 
suggesting adoption of “A Common Interest in 
Common Interest” approach to maintain flexibility 
in bilateral initiatives.31 While propositions on 
the need to enhance appreciation of cultural 
differences to strengthen Sino-Mongolian 
relations, and recognition of the indisputability 
of Mongolia as China’s valuable trade partner 
do exist, significant literature advocates a top-
down governance approach, often portraying 
Mongolia negatively.32 Misconceptions abound of 
Mongolia as inherently different and “secretive”, 
having an irresolvable guardedness against 
Chinese influence and irreconcilable ideological 
differences.33 Chinese academics are also wary 
of perceived “anti-Chinese” sentiments after 
Mongolia’s 2017 political elections.34 The Dalai 
Lama’s historical divisiveness further impedes 
the closeness of Sino-Mongolian relations, with 
China treating “transgressions” as wrongs to 
be righted before “win-win cooperation” can be 
obtained.35

From the Chinese viewpoint, the conjunction 
of elite literature and popular misconceptions 
of Mongolians as suspicious inhibits the quality 
of BRI proposals and precludes constructive 
reform towards understanding Sino-Mongolian 
relations.36 However, Western perceptions are 
not without their own problems. The West often 
portrays China’s implementation of domestic 
initiatives as a bid to minimise potentially 
disruptive separatist sentiments, and cross-
border initiatives as a direct challenge to the 
global world order. Yet such framing tends to 
overly fixate on unquantifiable claims about the 
unreasonableness of Xi’s government.37 

“For balanced bilateral ties, both local 
and international narratives need to be 

reshaped”
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For balanced bilateral ties in the BRI’s future, 
local and international narratives both need to 
be reshaped. Accordingly, cursory attention has 
been paid towards the representative role of 
academic research and media reporting, which 
does not satisfactorily fill the lacuna of enhancing 
understanding through informed perspectives 
of historic Sino-Mongolian relations.38 Increased 
international attention is imperative to balance 
the negotiation of mutually beneficial outcomes 
for Sino-Mongolian initiatives. A supplementary 
advantage is accountability in ensuring equitable 
outcomes are achieved by accruing substantial 
advantages to local communities.

Conclusion

Having discussed the historic background and 
academic literature surrounding Sino-Mongolian 
relations, this case study concludes by suggesting 
that systemic proposals need to shift beyond a 
Western-centric sustainability lens. However, 
the Chinese “win-win” viewpoint is not entirely 
unproblematic: the preference for ‘safe’ top-
down recommendations and limited academic 
vocabulary only contribute to misconceptions 
without providing substantial impetus for reform. 

More convincingly, a nuanced appreciation of 
historic Sino-Mongolian relations, with its unique 
challenges and opportunities, can contribute 
towards balancing bilateral ties. To achieve a 
truly mutually beneficial outcome, the best way 
forward from a social equity viewpoint is to adopt 
a bilateral commitment towards sustainability for 
the BRI, coupled with sensitivity and tolerance 
towards differences.



The BRI has significant potential to contribute 
towards the SDGs, which emphasise financial 
cooperation, connective infrastructure, 
diplomacy, and intercultural bonds. Since its 
inception in 2013, the Chinese government has 
explicitly stated that the BRI should be built 
on "win-win cooperation" and based on joint 
discussion, cooperation, and "shared benefit".12 
The inherent ambiguity of these terms presents 
both potential and challenges. Shared benefit 
is too often taken simply to mean that the host 
government of a BRI project profits alongside its 
Chinese investors. Yet if BRI stakeholders were 
to follow these bold proclamations of ‘win-win’ 
diplomacy to the letter, a new era of sustainable 
trade that produces ‘wins’ all the way down to 
the community level could be realised.

Truly sustainable trade is founded on the 
principle of balance. Trade cannot and should not 
be pursued purely for financial gain alone, but 
instead must also take into account environmental 

The Belt and Road Initiative aims 
to reshape China’s trade relations 
with more than two-thirds of the 
world’s population. If this is to be 
done equitably and in line with the 
UN’s Sustainable Development 
Goals (SDGs), both corporations 
and governments alike will need to 
think beyond short-term financial 
gain and protect a triple ‘bottom-
line’ of profit, people and planet. 

Sustainable 
Trade

Matthew MacGeoch
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and social impacts. The Hinrich Foundation 
defines sustainable trade as participating in the 
international trading system in a way that supports 
all of the above: achieving the long-term goals of 
economic growth, environmental protection, and 
the strengthening of social capital.3 With there 
only being a decade left before the deadline for 
delivering the SDGs, it is more important than 
ever that the BRI be more clearly aligned with 
notions of sustainability. 

At the 2019 Belt and Road Forum, Chinese 
officials announced their intention to incorporate  
global frameworks such as the SDGs into the 
strategy, planning, and implementation of the 
BRI.4 Since then, Chinese researchers have 
begun using the 17 SDGs as a framework for 
assessing BRI projects worldwide and using the 
language of the SDGs to call for deeper dialogues 
and more meaningful cooperation on sustainable 
development.5 

Much Western criticism, however, paints the 
opposite picture of BRI activity. Many BRI projects 
have been plagued by corruption scandals, 
financial overruns, and accusations of being used 
as ‘debt-traps’. Meyer argues that “A Chinese 
company receives much of the proceeds of the 
loan, but the host country has got the debt. If the 
[return on investment] isn’t sufficient to pay off 
the debt, China will repossess the project, [leading 
to] a debt-for-equity swap” .6 The critique that the 
BRI relies on China using unsustainable practices 
for financial reward to Chinese state-owned 
enterprises (SOEs) and private industry alike, 
has created a PR nightmare for Chinese officials 
scrambling to refute allegations that BRI projects 
aim to entice poorer nations into unsustainable 
debt.7

Aligning the ambitions of the BRI with the 
SDGs’ triple focus on profit, planet, and people 
will therefore require cooperation between 
the Chinese state and recipient governments, 
local and international businesses, multilateral 
development banks, and local communities 
globally. While recipient governments and 
Chinese companies often find their goals, 
sustainable or otherwise, mismatched, it is the 
aim of this report to help highlight the role that 
all stakeholders can play in refining existing and 

future projects to benefit all those involved with 
the BRI. Our case studies highlight common 
pitfalls in existing projects, as well as areas in 
which there appears great potential to deliver 
truly win-win outcomes in line with the SDGs.

Our case studies

While the study of sustainable trade is inherently 
broad, the case studies selected show that this 
breadth is a virtue when it comes to evaluating 
how sustainable trade can be consistently 
achieved. 

In Griffiths and O’Donoghue’s study on Angola, 
and in Biegański’s study on Kenya, the authors 
explore the benefits and pitfalls of ambitious 
‘megaprojects’. In Angola, Chinese investment 
since the end of the civil war in 2002 has 
propelled the country’s oil & gas exports to 
new heights, bolstering a tiny elite class while 
leaving the once prosperous agricultural sector 
neglected and the majority of the country’s 
population resigned to subsistence farming. 
Meanwhile, Kenya’s ambition to transform 
itself into an East African trade hub has led it to 
take on multi-billion dollar debts for its railway 
between the port city of Mombasa and capital 
Nairobi, with the aim of connecting it to its 
resource-rich neighbours. These debts, and the 
railway’s inability to service them, led to Kenya’s 
parliament calling for debt renegotiation in 
September 2020.8 Weak financial planning in 
Kenya and massive corruption in Angola have 
caused the project’s failure to sustainably benefit 
all. 

Both Biegański’s and Zhang, in her report on 
Chile’s salmon industry, touch on the growing 
importance of ‘soft’ infrastructure. As the Chilean 
salmon industry attempts to bounce back after 
a Covid-19-linked controversy earlier this year, 
Zhang stresses the need for further cooperation 
and investment in regulatory, scientific, and 
other cooperation mechanisms – collectively 

"Chinese officials have scrambled to 
refute allegations that BRI projects lure 
poorer countries into sustainable debt"
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termed ‘soft infrastructure’, between China and 
Chile. Biegański takes a more human angle, 
highlighting the rise of Kenyan students studying 
STEM and business subjects in China as another 
potential point for sustainable cooperation, 
recommending Chinese companies utilise 
these students’ unique cultural and educational 
background to foster long-term collaboration and 
mutual understanding. 

A unifying theme throughout every case study is 
the need to promote transparency of information 
at every level in order to foster truly sustainable 
trade. This begins at the tendering stage, where 
corruption is often rife, but also extends to the 
implementation process. Both local governments 
and Chinese diplomats should make local 
environmental and labour regulations accessible 
to corporations and local populations every step 
of the way.

Policy recommendations

Enabling trade to focus on profits, people, and 
planet, requires clear, consistent, and specific 
reforms.

Recipient governments

Internationally standardised contracts: Recipient 
governments should aim to adopt standard, 
transparent and internationalised contract 

templates for future construction projects to 
ensure balanced relations with Chinese investors 
(e.g. those provided by FIDIC).9

Transparency technology: Technology is 
a powerful anti-corruption tool - public 
documentation of all government tenders (e.g. 
through a web platform) would help improve 
trust in the system. Blockchain is a particularly 
promising technology, potentially providing 
a near-immutable record of transactions and 
tenders. 

Smart bank selection: When seeking BRI 
investment, recipient governments should 
compare the benefits of multilateral and state-
owned banks. For example, the multilateral Asian 
Infrastructure Investment Bank (AIIB) facilitates 
a greater degree of social and environmental 
accountability than state-owned Export Import 
Bank of China, or the China Development Bank, 
who also have provided higher interest rates on 
projects in the past.  It is also important to note 
that multilateral processes may potentially slow 
down decision making. 

Regional collaboration: Where possible, 
neighbouring recipient states should consider 
collaborating on project proposals, encouraging 
diplomatic ties, supporting regional trade, and 
improving the recipient governments’ negotiation 
position.

Sustainability frameworks: Recipient 
governments and local communities should 
capitalise on China’s growing interest in 
sustainability as an important opportunity 
for combining commercial growth with 
future-oriented sustainable development. 
Local authorities will fare best if they clearly 
communicate regionally specific environmental 
priorities and demonstrate how BRI investment 
in sustainability leads to better export products 
and long-term trade benefits.
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Chinese government 

Public-Private diversity: Restructuring the BRI 
approval process to proactively encourage and 
assist smaller companies with grant funding 
and infrastructural support would allow them 
to compete on an equal footing with their larger 
peers and introduce smaller, more dynamic 
Chinese firms to new markets. 

Regulation accessibility: Smaller companies 
can be more prone to labour violations, either 
due to lack of effective oversight or ignorance 
of local laws, possibly leading to friction with 
local communities. Accessible databases of local 
laws and regulations, perhaps spearheaded by 
Chinese embassies in different regions, could go 
a long way to help. 

Debt relief cooperation: During the coronavirus 
pandemic, China has been praised for its 
collaborative efforts with the G20 on negotiating 
debt relief. However, one notable omission is the 
China Development Bank (CDB), a lender of major 
importance especially in Africa. Incorporating the 
CDB into the G20’s “Debt Service Suspension 
Initiative” would be a positive step towards global 
economic sustainability in a time of crisis.10

Soft infrastructure: Scientific collaboration with 
BRI-recipient countries should be expanded, 
creating capacity for research and evidence-
based policymaking. Collaborative regulatory 
actions such as moratoriums and multilateral 
agreements ensure sustainability on every step 
of the supply chain, and demonstrate awareness 
of environmental conservation’s social impacts. 
Compliance to ‘soft infrastructure’ is essential, 
and it is important to establish independent, 
transparent and accountable institutions for 
evaluating ongoing regulations.

Chinese corporations

Public-private partnerships (PPP): Chinese 
industries should utilise PPP with recipient 
governments to achieve the financial gains 
that motivate private companies, while also 
considering governmental targets to strengthen 
social capital and protect environmental 
resources. Ensuring transparency and fairness 
when setting wages for Chinese and local 
workers, will maintain equity, and minimise risks 
of protests and labour disputes. 

Financial incentives: To develop sustainable 
trading practices, Chinese companies should 
provide financial incentives to local producers and 
contractors for implementing environmentally 
friendly practices. Chinese industry should see 
foreign involvement as essential parts of their 
sustainability frameworks.

Graduate recruitment: Chinese companies 
should capitalise on growing numbers of students 
from BRI recipient countries studying in China 
by sponsoring, supporting, and recruiting them 
within BRI projects. These students, with their 
unique cultural and educational background, can 
play a pivotal role in supporting the sustainable 
and balanced development of their communities.

Local industry

Source locally: Industries should source materials 
both locally and regionally for construction 
projects. Greater share of local resources would 
benefit the economies of recipient countries 
and develop trade between China and recipient 
countries and their neighbours.

Local engagement: Local industries should 
advocate to engage more of its workers and 
managers in skilled roles. BRI investments 
provide opportunity to upskill local employees, 
boosting workers’ employability and expanding 
the skilled workforce. One way to achieve this 
is to shorten transition periods during which 
Chinese companies operate infrastructure. 

"A unifying theme in each case study is the need to promote transparency of 
information at every level"
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Angola's 'Petroleum 
Trap': Can a reformist 
president reshape 
Chinese investment?
Henry Griffiths & Odhran O'Donoghue

As Angola's new president attempts to 
tackle corruption and curb his country's 
overreliance on oil, Chinese investment 
will have to adapt. Diversification away 
from crude oil and the dominance of SOE-
led ventures in the region would help 
Angola leverage investment in a way that 
benefits more than a select few. 

Angola, situated on the western coast of 
southern Africa is a country of enormous and 
often untapped potential. Shortly after winning 
independence from Portugal in 1975, the country 
devolved into almost thirty years of civil war, as 
militant groups became part of a Cold-war proxy 
conflict between the USA and the Soviet Union. 
A peace deal was reached in 2002, after which 
Angola rapidly became one of the fastest-growing 
economies on the planet, using its abundant oil 
reserves to help rebuild after its privation, with 
year-on-year growth frequently numbering in 
the double digits. This placed Angola as one of 
the most attractive investment locations on the 
continent. In following years, the nation received 
enormous amounts of international aid and 
investment, especially from China through the 
BRI scheme, making it a fascinating accelerated 
case study into the effects and implications of 
large-scale BRI investment on a developing 
country.
From 1979 to 2017, Angola was led by guerilla-

turned-President José Eduardo dos Santos, who 
was praised for establishing Angola as a major 
oil exporter and for overseeing the conversion 
of Angola's Marxist economy to a free-market 
system that resulted in significant economic 
growth. By the turn of the century, Angola had a 
become the fastest growing economy in Africa.1

However, dos Santos received mounting 
criticism for failing to distribute the country's 
macroeconomic gains to benefit the general 
population. Despite its vast mineral wealth, in 
2015 Angola still had a poverty rate of 38%, 
with 20% of the population suffering severe food 
insecurity.2,3

In 2017 Angola was placed 167th out of 198 
countries for perceived levels of corruption  with 
Forbes naming dos Santos directly as one of the 
"Five Worst Leaders In Africa".4 During this time, 
Western institutions became more reluctant 
to fund projects in the rapidly-growing African 



47SUSTAINABLE TRADE

country - ranked by the World Bank in 2019 as 
among the worst 20 countries in the world to do 
business in.5 Faced with diminishing Western 
investment, the dos Santos administration instead 
opted to seek investment from China: Angola 
rapidly became the single greatest recipient of 
Chinese loans on the planet between the years 
of 2000-2018.6 

New president João Lourenço took power in 
2017, prompting a shift in the government’s focus 
towards a more sustainable and diverse model 
of international investment. He also announced 
a drive towards tackling the corruption that 
plagued dos Santos’ presidency, citing an 
estimated $24 billion of missing capital allegedly 
siphoned off under dos Santos’ rule, an amount 
that exceeds the entirety of Angola’s current loan 
commitments of $20 billion to China.7

The petroleum trap

China's chief interest in the country is Angola's 
plentiful oil fields, with Angola supplying 9.5% of 
China’s crude oil in 2019.8 Investment has been 
heavily skewed towards the oil sector as a result, 
with loan repayments also often taking the form 
of oil.9 This has caused friction with Angolan 
locals who are left with little oil to sell or refine 
themselves: despite being the second-largest 
oil producer in Sub-Saharan Africa, Angola is 
forced to import 80% of their refined oil products 
due to a lack of downstream processing and 
infrastructure.10

The Financial Times reports that Chinese loan 
repayments are believed to be linked to the 
price of oil rather than the quantity - this means 
that in times of slumping oil values Angola is 
forced to ship even more crude, undermining 
their already struggling upstream sector. Due to 
a combination of aging oil fields and a COVID-
caused moratorium on exploratory drilling, oil 
output is forecasted to fall below 1.2 million 
barrels/day by 2023, according to the country's 
upstream regulator ANGP, down from a high of 2 
million barrels/day in Q1 2010.11

The Angolan economy's over-reliance on oil has 

been cited as a contributing factor to the string of 
four recessions the country suffered from 2014-
2019 (with a 5th predicted in 2020). The selling 
price of crude dropped 70% between 2014 and 
mid-2016 due to a surplus of US oil production 
and an easing of global geopolitical tensions and 
plummeted again in 2020 due to the coronavirus 
pandemic.12 This over-reliance has only increased 
with the aid of BRI funding, with over half of 
all-time BRI investments going into the energy 
sector, primarily in the upstream sector.13

The Angolan government, led by new president 
João Lourenço, has started taking steps to 
remedy this imbalance between the downstream 
and upstream oil industries. In 2019,  Lourenço 
signed off on a plan to quadruple production 
at Angola’s only downstream plant, in Luanda, 
by 2022, and in October 2020 partnered with 
British investment firm Gemcorp to build a new 
$220 million refinery in the Cabinda plains. These 
measures are having an immediate and electric 
effect on the downstream industry in Angola: in 
2020 alone, refined oil production is up by 37%. 
While these steps promise to significantly reduce 
Angola's oil deficit and are to be welcomed, 
they are unlikely to solve the economy's current 
reliance on the sector as a whole, and the skills 
gaps opening up elsewhere in the country.

A diversification problem

Dos Santos’ historical prioritisation of the oil sector 
came at the expense of the rest of the country. 
The preferential treatment the government 
afforded the energy sector (eg: when applying 
for loans), combined with the instability of the 
country's three decades of civil war, rendered 
almost all sectors of the Angolan economy 
stunted in comparison to energy. A particularly 
striking example is agriculture - Angola went 
from being one of the largest food exporters in 
Africa in the 1970s to importing more than half 
of their food by 2020.15

“Between 2000 and 2018, Angola 
became the single greatest recipient of  

Chinese loans on the planet"
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Angola has one of the highest agronomic 
potentials in Africa, with vast fertile lands and 
a strong historical agricultural tradition which 
has gone largely untapped since the outbreak 
of violence in 1975. Although Angola has 35 
million hectares of arable land, only 15 percent is 
currently cultivated and there is low agricultural 
productivity.16

Unfortunately, Chinese investments have 
exacerbated these issues. Chinese investment is 
far less diverse in Angola than in the rest of Africa, 
and centers primarily on the energy industry. 
Due to the strategic importance of Angolan oil, 
Chinese investment in Angola is more directly 
overseen by Beijing than in other countries, with 
a far higher proportion of Chinese government-
owned (as opposed to private) business operating 
in the country than most - 25-30% compared to 
an African continental average of 10%.17 

Signs of change? 

After dos Santos stepped down as president 
in September 2017 he was replaced by João 
Lourenço, considered to be a staunch ally of dos 
Santos and expected to merely perpetrate the 
status quo. Instead, international observers were 
surprised when immediately after taking power 
Lourenço announced core goals to dramatically 
diversify the economy, implement widespread 
reforms, and crack down on corruption in the 
country.

Conscious of Angola’s unusually high 
public debt, João Lourenço has been more 
economically mindful than his predecessor 
when it comes to soliciting external financial 
investments. While the foundation of Chinese 
investment under dos Santos was enormous 
flagship projects often costing in the billions, 
João's tenure as president has been marked by 
a much more cautious attitude, with only one 
megaproject (here defined as an investment 
of more than $100 million) being approved 
during his term.

If China fails to adapt to meet these changing 
priorities of the new administration, Angola 
may look elsewhere. In a 2018 interview with 

Nikkei, new Energy Minister João Baptista Borges 
stated his desire to reduce reliance on China, 
saying that he wanted to "prioritize countries 
that have capacity to transfer technology and 
expertise" and focus on basic power and water 
infrastructure rather than the crude oil sector, 
citing Japan, Europe and the US as regions 
Angola is now hoping to seek support from.19

The 2020 Coronavirus pandemic further 
exposed these underlying tensions, as Angola 
cut oil shipments as a pressure tactic while 
scrambling to negotiate a debt relief agreement 
with its Chinese creditors. Here, China’s actions 
were encouraging. After a period of relative tight-
lippedness, a framework for $6.2 billion in debt 
relief was established with two major (unnamed) 
Chinese banks in September, and Angola seems 
set to successfully avoid a default.

This is not to suggest that Lourenço is moving 
away from China entirely - direct investment 
remains high and has been increasing, just that 
the focus has shifted away from the flagship 
megaprojects that have so often coloured public 
perception of the BRI and towards smaller 
Chinese investments both within and without 
the BRI umbrella. Lourenço publicly signed 
a Memorandum of Understanding with the 

Data obtained from American Enterprise Institute (AEI)18
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Chinese government for closer cooperation on 
the Belt and Road project in 2018, and shortly 
thereafter streamlined the approval process for 
Chinese investors.20 The minimum investment 
barrier of $1million was scrapped and a previous 
requirement for local companies to have a 35% 
stake in any new projects involving international 
partners was relaxed, as in practice these 
regulations had served only to suppress smaller 
or more speculative investments and siphon 
money towards Angolan companies with close 
ties to the dos Santos government.21

Tackling corruption

João Lourenço has not been afraid to target the 
legacy of his predecessor as part of his anti-
corruption drive, removing dos Santos’ son José 
Filomeno dos Santos from his position leading the 
sovereign wealth fund almost immediately upon 
gaining power and firing his daughter Isabel dos 
Santos as the head of the state-run Sonangol 
oil company, moves she described as "a political 
vendetta", even as others have lauded them as 
crucial first steps before reform.22 

Sonangol represents a litmus test for Lourenço, 
and his legacy as a leader may sink or swim on 
the outcome of his efforts there. During the dos 
Santos years, Sonangol was at the centre of a 
vast network of corruption, accused by the IMF 
of helping to funnel $32 billion out of the national 
purse through a variety of suspect payments 
to hard-to-track recipients while acting both as 
the largest company and the sole regulator in 
Angolan oil in 2012.23 In 2019 Lourenço split the 
regulatory capacity of Sonangol into a separate 
body, the National Agency of Petroleum and Gas, 
and started breaking up and privatising portions 
of the business.24 Lourenço also launched 
investigations into international investment 
activities, including a 2020 probe into the ‘88 
Queensway’ group - a name given to multiple 
corporate structures based at the same address 
in Hong Kong that have significant investment in 

Angola and were suspected to have facilitated 
Chinese investment in Angola prior to the BRI.25 
These organisations were believed to have been 
run by controversial businessman Sam Pa, who 
was sanctioned by the US government and 
reportedly arrested in China in 2015 on corruption 
charges.26   

This corruption has a human cost as well. Under 
dos Santos, Angola was marred by violence 
against civilians by criminal elements and state 
forces, with Angola forces arbitrarily killing at 
least 61 people in 2009.27 Sadly, this violence 
has continued into Lourenço’s presidency: in 
November 2020 anti-government protestors 
angry at the postponement of elections were 
fired upon with live ammunition, killing one and 
injuring many.28 

“If China fails to adapt to meet the 
changing needs of the new administration, 

Angola may look elsewhere"

Chinese investment by sector

Data obtained from American Enterprise Institute (AEI)14
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Perhaps unsurprisingly, this has had a negative 
effect on public attitudes inside the country. 
Angolan residents have little faith in Lourenço’s 
government, with 69% of residents in all age 
brackets expressing pessimism about the current 
government and its future in a 2020 survey of 
the country. The same survey revealed that 
the top concerns for Angolan citizens are - in 
descending order - unemployment, recent 
economic downturns and corruption.29

Policy recommendations

If Chinese investment into Angola is to continue 
in the absence of Western capital sources, the 
following changes would be recommended to 
improve sustainability:

A more hands-off approach on China’s part, 
with less of a focus on SOE-led ventures and a 
willingness to sign off on non-oil projects would 
both help Angola leverage the investment in 
an economically sustainable way, and also 
strengthen the ties between the two countries 
going forward.

Private investment could be further encouraged 
by China through facilitating direct engagement 
with Chinese business associations with a 
dedicated nonprofit. An existing example of this 
is the China UK Business Association (CCCB), set 
up in 2008 to “facilitate business, investments, 
and mutual understanding between China and 
United Kingdom”.30 Similar organisations exist 
across the world for many other countries, but 
Angola does not currently have one of its own.

Transparency could be improved in the contracts 
signed. Many of the deals signed, especially 
during dos Santos’ tenure, remain opaque which 
can alienate local Angola partners and empower 
corruption. This could be achieved by adopting 
standard, internationally-recognised contract 
templates or by explicitly including clauses in 
international investment agreements to require 
an amount of disclosure and transparency on 
both sides.

However, the onus for architecting significant 
and sustainable change ultimately lies on the 

Angolan side. As a recipient-led program, Belt 
and Road projects are dependent on the decisions 
and actions of the recipient state. Angola must 
simultaneously bolster its anti-corruption and 
transparency regulations, while weakening 
historically obstructionist legislation that blocks 
out smaller and more independent investment 
projects to ensure that future BRI projects are 
diversified, conceived and managed in a way to 
benefit the many over the few. An ideal starting 
point for this would be the agricultural and 
fisheries sector, where Chinese knowledge and 
technology could go a long way towards up-
skilling the stunted local sector. 

Chinese companies may be apprehensive about 
the idea of breaking into a sector with little 
prior Chinese investment, due to the variety of 
unknowns and practical difficulties involved such 
as language barriers or obtuse local regulations. 
Increasing the budget of translation services, 
running media campaigns and taking other 
measures to facilitate international collaboration 
would go a long way towards helping Chinese 
companies enter a variety of industries they may 
have little/no prior exposure to, and diversify their 
interest away from the oil sector and towards the 
rest of the economy. 

Additionally, electoral rights and freedom of speech 
must be protected. Public accountability and the 
ability of civil groups to campaign for change is 
essential to arrest the spread of corruption and 
mismanagement, and in this matter the silence 
from João Lourenço is deafening. Improving 
the human rights record in Angola is not just a 
moral imperative, but crucial to the health of the 
country’s long-term development as well.
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Conclusion

Although many have praised João Lourenço’s 
progressive attitude towards proactive change, 
in practice many non-Chinese investors still 
seem cautious to move back into the country and 
it is difficult to find concrete data suggesting any 
immediate improvements since his election. 

Angola's corruption indices remain extremely 
high, with only fractional change since 2017, 
and myriad human rights issues remain, primarily 
linked to corruption and state-sponsored violence. 
Whether the apparent lack of progress in this area 
since 2017 is due to more time being required 
(as João Lourenço's supporters will argue) or 
rather reveal a lack of commitment to the words 
of change he has been espousing, it looks as 
though Angola's global reputation will take some 
time to change. 

If Lourenço wants to effect the sweeping changes 
he envisages, he will likely need to continue to rely 
on China as a primary financial partner even as he 
works to dismantle the bureaucracy he inherited 
and start to entice more diverse partners into the 
country.
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Bilateral Environmental 
Regulation in the BRI: 
The Case of Chilean 
Salmon Farming
Irene Zhang
As ties with Latin America strengthen, 
agricultural products are becoming 
a new frontier for the BRI. Chile’s 
salmon industry shows how regulatory 
improvements and scientific collaboration 
are essential if these new forms of ‘soft’ 
infrastructure are to help, not hinder. 
sustainability. 

Although not traditionally a section of the ancient 
Silk Road, Latin America is now a new frontier 
in the BRI. Moreno, Telias, and Urdinez argue 
that as the continent is a nontraditional and 
geopolitically problematic addition, it is most 
accurate to understand the BRI as a ‘discursive 
platform’ for economic relationships between 
China and Latin America.1 Central to commercial 
relationships between Chile and China is Chinese 
imports of agricultural products, which grew 
rapidly in the early 2000s.2 In particular, ‘soft 
infrastructure’, defined as ‘regulatory, scientific, 
and other cooperation mechanisms’ by Pepe 
Zhang, deserves new attention.3 

Salmon is Chile’s second largest export. However, 
the pandemic has negatively affected China’s 
salmon imports, and salmon farming in Chile 
continues to rely on environmentally destructive 
practices. Without stronger ecological regulation 
and renewed public confidence in seafood safety, 
Chile could find itself facing another collapse in 
production and a weaker Chinese market.

The Hinrich Foundation sorts its sustainable 
trade indicators into three categories: economic, 
environmental, and social.4 This case study will 
specifically focus on environmental considerations, 
with some secondary attention towards its social 
impact. Within sustainability, O’Ryan and Pereira 
cross-referenced environmental, social, and 
economic indicators to develop ten sustainable 

principles, which are highly relevant when applied 
to concerns within Chile’s salmon industry.5

Ecological impacts of Chile’s salmon farming

In 2017, the Monterrey Bay Aquarium’s Seafood 
Watch ranked Chilean farmed salmon as ‘Red’ — 
the lowest tier, denoting products that customers 
should avoid. This rating is primarily due to 
Chilean salmon’s high levels of antibiotics and 
pesticides.6 The long-term impacts of salmon 
farming on microbial communities and nutrient 
ratios are poorly understood, but there is already 
evidence that practices in the Chilean salmon 
industry are dangerous. For example, salmon 
farmers in Chile use nearly 1800 times the total 
amount of antibiotics deployed in Norwegian 
salmon farms, despite producing half as much 
salmon as Norway. 

In June 2020, Chinese authorities traced a 
Covid-19 case to a chopping board used by 
a seller of Chilean fish. There was a temporary 
boycott on Chilean salmon, and despite a 
virtual inspection organized by Chilean officials, 
imports into China dropped by 77% in the first 
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three quarters of 2020.7,8 Chinese consumers 
strongly prioritize food safety, and current 
Chilean practices clearly violate the first three of 
O’Ryan and Pereira’s sustainability principles by 
endangering biodiversity and natural balance. 
If the Chilean salmon industry continues on its 
ecologically destructive path, it risks alienating 
one of its most important customers and losing 
out on potential advantages offered by the BRI.

Ecology is intrinsically socio-political, and Chile’s 
salmon industry has been under scrutiny over 
unsustainable labour and economic practices. 
Barton and Fløysand assert that Chilean 
salmon aquaculture is an example of ‘socio-
environmental conflict’ in which Chile’s Pinochet-
era free-market model has allowed authoritarian 
labour controls like union prohibition to go hand-
in-hand with environmental deregulation.9,10 
Moreover, the industry has been locked in legal 
battles with indigenous peoples, particularly over 
the expansion of its harmful practices into the 
southern region of Patagonia.11

‘Soft Infrastructure’ and Sustainable Bilateral 
Trade

The case of Brazilian soy provides valuable 
lessons on the agro-industrial influence of 
Chinese trade in Latin America. China imports 
more soybeans from Brazil than anywhere else: 
in 2018, more than 67 million tonnes of soy from 
Brazil were imported by China.12,13 In that same 
year soy production put 36,840.4 hectares of 
the Amazon at risk of deforestation and caused 
the emission of nearly 6 million tonnes of CO2.14 

Deforestation has been linked to reduced 
rainfall levels and worse agricultural production, 
meaning that unsustainable practices likely pose 
an existential threat to the sector.15

The Brazilian government, civil society 
representatives, and NGOs signed the Soy 
Moratorium in 2006, preventing traders linked 
to deforestation from participation.16 Since then, 
deforestation rates in the Amazon declined by 
16% between 2016 and 2017.17 However, 
some planters utilize various loopholes to 
circumvent the Soy Moratorium, and the current 
Bolsonaro administration has moved to both 
eliminate ecological regulations and disempower 
indigenous peoples.18

The Braziilian soy issue is directly relevant for 
Chilean aquaculture, since soybeans are used for 
fish feed and fish farms drive land conversion.19 
The case of Brazil demonstrates that robust 
regulatory structures are essential for truly 
sustainable trade. Collective action is clearly 
effective, but any attempt at moratoria or shared 
protocols must be regularly and consistently 
revised to eliminate loopholes.

BRI-connected stakeholders will likely welcome 
discussion on this, since Chinese companies have 
expressed growing interest in sustainability: Jun 
Lyu, CEO of COFCO (the largest Chinese company 

“Authoritarian labour controls like 
union prohibition to go hand-in-hand 

with environmental deregulation”

Figure 1: Retrieved from O'Ryan and Pietra5
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importing Brazilian soy), called for commercial 
efforts against further deforestation at Davos 
last year.20 Lyu highlighted compensation for 
no deforestation and civil society advocacy as 
effective measures, signalling promising shifts in 
perspective within the sector. 

‘Soft infrastructure’ is a new front for the BRI, 
and given Chile’s relatively healthy economic 
diversification, it provides a good opportunity 
for China to concretely implement sustainability 
within the initiative. Chile’s existing trade 
agreements lead Latin America in their volume 
of environmental and labour commitments, but 
foreign direct investment (FDI) is barely regulated. 

China and Chile have signed treaties on 
information sharing, technology, and scientific 
cooperation, all of which are directly applicable 
to aquaculture. These provide ample foundation 
for continuing regulatory developments in 
Chile, building on existing farm size reduction 
measures.21 The International Institute for 
Sustainable Development highlights multilateral 
environmental compliance in FDI and fiscal 
incentives as important next steps for Chile’s 
sustainable development: China’s investment in 
Chile can bring in infrastructural experience and 
funding, and in turn help raise product quality and 
reputation in the increasingly eco- and health-
conscious Chinese market.22

Policy Recommendations

China will fare best if it pursues the aforementioned 
‘soft infrastructure’ strategy alongside traditional 
BRI projects if it intends to trade sustainably in 
Chile. 

This necessitates thorough understanding of 
the region’s socio-environmental situation, 
particularly natural resources, settler-colonial 
social dynamics, and the new constitution. 
Chinese importers of salmon such as Joyvio 
Group should cooperate with salmon hatcheries, 
local communities, and indigenous peoples to 
establish transparent and accessible traceability 
measures.23

This could contribute to a strategy based on the 
Soy Moratorium in Brazil in conjunction with 

regulations on antibiotic use, labour relations, 
and scientific data collection, leading to clearly 
defined and achievable targets for local farms.

Attention to compliance is essential, and can be 
carried out through establishing independent 
commissions or evaluative institutions. Bilateral 
policy measures could also include financial 
incentives for sustainability-related infrastructure, 
such as replacing crowded cages and improving 
escapee recapture, which are particularly relevant 
to the BRI’s infrastructural focus. Chilean leaders 
should clearly demonstrate the connection 
between regulatory attention and the BRI’s 
impacts on Latin American agricultural trade, in 
order to capitalize on Chinese firms’ concerns for 
food safety and growing interest in sustainability.

Many researchers have highlighted the need 
for stronger data collection in documenting the 
impacts of Chilean salmon farming. Additionally, 
as the supply of fishmeal (a key ingredient in 
traditional farmed salmon feed) falls sharply, 
research into alternative salmon feed is essential;24  
if Chile takes advantage of the BRI and innovates 
on this front, its global competitiveness will 
improve significantly. Though there have been 
previous tensions in Sino-Chilean scientific 
collaboration, both governments should continue 
existing monitoring efforts and pursue shared 
research into the future of the salmon trade 
itself.25,26 

“Chilean leaders should capitalise on 
Chinese firms’ concerns for food safety 
and growing interest in sustainability”
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Another aspect of scientific collaboration is 
practical innovation, and the BRI provides useful 
resources for exploring sustainable practices. 
Deepwater aquaculture is an emerging front in 
the industry: by moving fish farms away from 
coasts and into less sheltered currents, waste 
will be better diluted and conflict with shoreline 
stakeholders minimized.27 

Though concerns over pollution remain, there is 
global consensus that offshore aquaculture is 
almost inevitable.28,29 If China wishes to continue 
importing from Chile, investment in open-
ocean aquaculture infrastructure is an important 
next step. As European industry leaders such 
as Norway recognize scientific research in 
aquaculture as an essential part of a sustainable 
future, Chile must catch up if it intends to continue 
occupying an important part of the market and 
grow its trade share with China.30
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The Nairobi-
Mombassa Railway: A 
sustainable future for 
Kenyan trade?
Jakub Biegański

Kenya's flagship BRI project was intended 
to address substantial unemployment 
and establish the country as an unrivalled 
regional transport hub. If Kenya can 
source funding for the next stages of 
its railway, this ambition is still within 
reach. If not, it risks being saddled with 
unsustainable debt and missing a vital 
opportunity to upskill local workers. 

Kenya may be one of the fastest growing 
African economies, but the country still faces 
many challenges. Unemployment is a particular 
concern, with Kenya’s unemployment rate at 
11.5% in 2017 (higher than the average of 
10.8% between 1991-2017).1 Around 40% of 
the population lives in poverty, including 14.5% 
in extreme poverty.2 

This report will examine the extent to which 
the flagship Mombassa-Nairobi Standard 
Gauge Railway (SGR) project has contributed 
to sustainable economic growth in Kenya. The 
creation of high-skilled local jobs, responsible 
environmental planning and the promotion of 
Kenya as an international transport hub could, 
if delivered correctly, help Kenya overcome its 
current issues.

Understanding sustainable employment 

Sustainable employment depends on both 
the state and employers. In order to foster a 
working environment that prevents exploitation 
and encourages growth, jobs themselves must 
be stimulating and fairly compensated, while 
the state must support its workers through 
appropriate safety nets and skills-building. 

Kenyan employment

Kenyan unemployment is relatively high at 11.5% 
and it is even more concerning in the context of 
education. In 2017, a child entering education for 
the first time could expect to receive 12.1 years 
of schooling,  with a mean of 6.5 years across 
the general population.3 Both these figures 
are higher than in neighbouring Uganda and 
Tanzania, which enjoy lower unemployment rates 
than Kenya. The disproportionately high level of 
Kenyan unemployment, despite comparatively 
strong educational performance, suggest an 
issue with the number of jobs available in the 
country. 

BRI projects: a long-term solution to 
unemployment? 

According to the SGR’s own report, the project 
generated 46,000 jobs.4 As the single-largest 
construction project in the country, SGR had a 
direct impact on Kenya’s construction sector, 
with overall jobs in the industry increasing at an 
unprecedented rate of 31,000 between 2014 
and 2016.

According to the project report, around 45,000 
of 46,000 workers received training equipping 
them with new skills and technical know-how.5 
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However, it was not specified what the level of 
the skills were and to what extent they were 
transferable. According to Lang’at, the majority 
of workers were semi-skilled or unskilled.6 While 
the number of jobs created, both directly and 
indirectly, by the project no doubt benefitted 
Kenya, it is arguably more important to focus on 
the impact skills and training had (or didn’t have) 
on its employees’ long-term social capital. 

Another source of concern is the proportion of 
Kenyan residents employed in the project. The 
government outlined that it aimed for around 
40% of labour to come from Kenya, however, a 
significant number of the 5000 Chinese workers 
brought by the China Road and Bridge Corporation 
(CRBC), the project’s main contractor, were noted 
to be unskilled or semi-skilled. In response, the 
Kenyan government stated that Kenya will take 
full control of employment after 10 years, as 
specified in the contract, but critics claim that this 
period is too long and “gives advantages to China 
at the expense of Kenya”.7 

There are also reported cases of trained workers 
whose skills are not used. According to Wafula, 
38 Kenyans were trained in China to become 
locomotive drivers. However, since opening the 
line, the operator has hired 50 Chinese drivers 
who are paid more than Kenyan drivers and 
received lesser training.8 It echoes more general 

accusations against the China Communication 
Construction Company (CCCC) of wage 
discrimination, which caused protests and delays 
during the construction period.9 It follows that 
opportunities to boost sustainable employment 
were not fully utilized.

Sino-Kenyan trade

The trade relationship between Kenya and China 
is similar to many countries reliant on Chinese 
exports, meaning Kenya also has a trade deficit 
with China. According to the Kenyan National 
Bureau of Statistics, as of 2017, Chinese imports 
to Kenya totalled USD 3.37 billion, compared with 
Kenyan exports of USD 100 million.10 Kenyan 
exports to China, while rising since 2014, remain 
low, as Kenya is an oil importer not exporter, 
and is relatively resource-scarce compared to its 
neighbours. Thus, Kenya has not been able to 
take advantage of the recent boom in Chinese 
commodity imports.

One of the goals of the railway was to significantly 
decrease the cost and time of transport. This 
has been achieved. The route from Mombasa 

"One of the goals of the railway was to 
significantly decrease the cost and time 
of transport. This has been achieved."



58 ENVIRONMENTAL SUSTAINABILITY

to Nairobi will be reduced from 10-15 hours to 
only 4, with the capacity to transport 8.76 million 
tonnes of freight a year. Furthermore, the price 
of goods in Kenya is thought to be strongly 
dependent on the cost of transport: it constitutes 
approximately  45% of prices.11 It follows that the 
SGR reduces the cost of transport and boosts 
Kenya’s business environment.12 The railway 
will also contribute to more efficient exchange 
between China and East African countries. 
However, it will not fundamentally alter the trade 
imbalance between the countries. All of the 
countries in the region have an extensive trade 
deficit with China, thus the railway will mainly 
benefit Chinese companies. But, upon completion 
of the project, it stands to be seen if the railway 
will help facilitate trade regionally. 

Creating an international transport hub

The Kenyan government aims to transform 
Kenya into an international transportation and 
development hub.13 The Mombasa-Nairobi SGR 
is just one part of Kenya’s ‘Vision 2030’ strategy.14 
However, at this point, it is not at all clear whether 
the project will be successful. 

Originally, the Mombasa-Nairobi route was 
supposed to be only the first part of a longer 
railway route connecting Mombasa with Malaba 
at the border with Uganda. It would connect the 
largest East African port with Uganda, Rwanda, 
Burundi and South Sudan.15

Were these next stages of the project to be 
finished, the railway could play a crucial role in 
transportation in the region. China is the biggest 
trading partner of all the above countries, and the 
extension of the railway would be particularly 
important for South Sudan. Despite being the 
biggest exporter of oil to China, landlocked 
South Sudan currently has no railway links to 
East Africa’s port cities. An SGR extension could 
secure a safe passage for exportation. 

However, it is doubtful whether the next stages of 
the project will be finalised. In 2019, an additional 

120km of railway was opened between Nairobi 
and Naivasha To finish the project in its entirety 
would require two more phases totalling 
277km.16  However, despite extensive talks and 
repeated requests, Chinese companies did not 
extend funding for this phase. The first phase of 
the project was 90% financed by a loan from the 
China Exim Bank - the biggest loan in Kenyan 
history. Without a similar source of funding, it 
seems unlikely the next phases will be completed

The SGR’s revenue is much lower than expected. 
According to the Kenyan National Bureau of 
Statistics, earnings in the first year of operation 
were 44% lower than anticipated, with freight 
earnings in particular 50% below predictions.17 
The data suggests that the railways are not 
exploited to the extent to which it could be. 
One reason for it may be lack of connection 
with Uganda. However, it may also be a result 
of misjudgement taken when deciding on the 
project.

Policy recommendations 

Going forward, Kenya should focus on improving 
employment quality, loan structuring and 
governance standards.

In terms of employment, the CCCC will remain 
in control of the railway for the next ten years, 
after which it will be restored to Kenyan 
ownership. The Kenyan government should 
negotiate either earlier takeover or changes in 
the employment policy to ensure that more local 
residents, especially highly qualified workers 
(eg. engineers, managers, strategic planners) 
will benefit from the opportunity. In the interim, 
Chinese companies should capitalise on larger 
numbers of Kenyan students studying in China, 
recruiting them to help in skilled positions 

“Without new sources of Chinese 
funding, it is unlikely the crucial next 

phases will be completed”
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in planning, construction, and management. 
Chinese companies can take this one step 
further, and fund scholarships for communities 
along the SGR to study STEM or Management 
courses, either at local or Chinese institutions. For 
the future (including in the case of the remaining 
portion to Malaba), it is recommended that the 
government ensures greater participation of local 
residents in employment eg. through including it 
as a condition of loans.

The government should also attempt to finance 
public projects through concessional loans. 
SGR was financed by both concessional and 
commercial loans. The latter is subject to higher 
interest rates and market volatility. To achieve 
this, the Kenyan government could approach 
the Asian Infrastructure Investment Bank which 
provides concessional loans with environmental 
and social regulatory mechanisms included. In 
order to exercise stronger bargaining power, 
Kenya should approach the AIIB together with 
Uganda and South Sudan since the Malaba part 
of the project will connect these countries and 
their exports to Mombasa, hence bringing shared 
benefits to all of them.

A report presented in September 2020 by the 
Kenyan parliamentary Transport Committee asks 
for renegotiation of the loan’s repayment terms.18 
It may be beneficial to draw on the successful 
renegotiation of Ethiopia’s BRI loan, keeping in 
mind that postponement or relief may be the 
best way to ensure actual repayment, which is 
ultimately in the lender’s interest.

Finally, it is in the interest of transparency to 
organise future projects through public-private 
partnership (PPP) instead of government-to-
government procurement. PPP will contribute 
to better management, as a result expanding 
operations of the railway and ensuring that it is 
used to the limits of its capacity. Moreover, given 
plans to establish the East African Federation 
(a proposed political union of six East African 
states), the Kenyan government should consider 
engaging in a partnership with other potential 
members of the Federation to jointly manage the 
railway. Kenya’s strategic location could enhance 
its role as a political force of the Federation.

Conclusion

Directly, the project appears to have had a modest 
and only temporary impact on employment, which 
is reflected in post-2017 decrease in growth. 
What is more, it has not brought sustainable 
jobs to the country - local workers received some 
training, but were not utilised to their full extent, 
nor were they compensated fairly relative to 
Chinese workers.

However, the project has great potential to 
enhance Kenya’s international position as a 
transportation hub. Due to its location and the 
trading relations of central-African countries with 
China, success of the railway is also in the interest 
of Uganda, Burundi, South Sudan and Rwanda. 
As a result, if utilised correctly, the project could 
strengthen Kenya’s position in the process of 
building the new federation and contribute to 
long-term sustainable trade across the region.
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