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FOREWORD
Liam Byrne MP

The ideas in this pamphlet are a manifesto for our
engagement with China in what is fast becoming the
‘Asian Century’. If we are going to see Britain grow
our knowledge economy then we must place more importance on our relationship with China and the great
East Asian trading block of which it is the centre.
It seems clearer than ever that our country needs a big
ambition: to rebuild, to renew, to jump-start our relationship with the new world taking shape around us. We
did this after the Second World War. However the friends who helped us out in
1945 – the US and Europe – are in as much trouble as we are. A revolution in our
links with China, is critical to our future wealth and well-being.
As Shadow Minister for Universities, Science and Skills I have seen the clear
necessity of work across the Government to forge better relationships with China.
To succeed, more of our children must study in China, so must more of our teachers
and academics. Chinese firms must do more business here – and more British firms
must work in China. Managers and employees must pass back and forth. Brits
should own great Chinese brands – and vice versa. Our politicians should know as
much about Sun Yat-sen as they do about Abraham Lincoln.
If there's one lesson we should learn from Europe's truculent story and our economic success over three centuries, it is that we thrive on competition. Let's not lose
that spirit. Let's be confident enough to throw in our lot with the changing world, to
become full-blooded globalisers.

Rt Hon Liam Byrne MP
Shadow Minister for Universities, Science and Skills
Author, Turning to Face the East
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INTRODUCTION: CHINA-READY
Joel Mullan & Adam Tyndall

Understanding China

But how is China to be understood? ... Who will be her interpreters? The language
alone constitutes an almost hopeless barrier … Indeed, the business of trying to
understand a foreign nation with a foreign culture, especially one so different from
one’s own as China’s, is usually not for the mortal man.1
So observed Lin Yutang, one of the most influential Chinese thinkers of his generation, writing in 1936. His words are as relevant now as they were then. But the
need for us to understand China has increased exponentially. China has the largest
population on the planet, and last year became the largest economy in the world
by purchasing power. It would be foolish to deny that it is going to have substantial
influence upon our future.
When we engage with our European neighbours or our North American counterparts we can build a relationship based on a shared history, overlapping cultural
heritage and an ability to communicate with each other. This is not the case with
the big emerging economies. Taxi drivers in Paris will usually speak enough English
to do their job. In Shanghai some will drive past Westerners for fear of being completely unable to communicate. Beyond very recent history, the UK’s engagement
with China has rarely been positive. History has been told in vastly differing ways
in the two countries.
Thankfully among teenagers and young adults in both countries, this ‘foreign-ness’
is starting to arouse interest rather than suspicion, with young Chinese flocking
to watch American cinema and British TV shows. A recent poll from YouGov is
encouraging, with 92 per cent of Chinese respondents stating that they thought
it was important for the UK and China to have a close relationship2. In the UK,
the prevalence of China-focused events increases each year. Over the last 12
months, the Young Fabians have done their bit to add to this milieu. Eighty people
crammed in to a Committee Room of the House of Commons to hear about China’s
foreign policy; more than 150 came to listen to the new Minister Counsellor speak
at the London School of Economics. Demand for greater understanding of China
has never been higher and will be crucial to maintaining the UK’s current global
advantage.
Maintaining the UK’s advantage
The UK is part of an old order, which is both a blessing and a curse. A blessing
1. L Yutung (1936) ‘My Country and My People’, Foreign Language and Teaching Press Beijing. 2009 reprint.
2. YouGov (2014) ‘What the Chinese think of us.’ https://yougov.co.uk/news/2014/01/22/what-chinese-think/
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because of the head start it confers; a curse because of the accompanying inertia
and temptation to coast on past success. The head start that we enjoy – strong
institutions and infrastructure, educated and healthy people – only has long-term
sustainability if it is maintained. To do so requires continuous progress, action and
foresight – horizon-scanning to identify future challenges, opportunities and threats.
This is too important to be left to the foreign policy and economic elites. How successful we are at positioning and equipping Britain for what is to come will shape
our future prosperity and have an impact on domestic issues. If Britain does not
adapt to the changing world, the prospects of our children will be narrower than
those of our parents and it will be the poorest in society who will suffer the most.
We are not yet out of the most substantial economic crisis for more than two generations. In times such as these, the cost of not moving forwards is all too apparent.
It is visible in the unemployment figures, and the queues for the food banks. It can
be found in political disaffection and the rise of populist parties offering simplistic
solutions.
All too often on the left, foreign policy revolves around opposition to unjust conflict,
promotion of human rights and solidarity with oppressed minorities. These are the
bedrock of our internationalism – our shared humanity which tells us there is more
that unites us than divides us regardless of the accidents of our race, nationality
or beliefs. But in an era of intense globalisation that is blurring the boundaries of
domestic and foreign policy, this is not, and cannot be, the totality of an enlightened foreign policy. It must become more proactive, less one-dimensional, and a
fundamental element of our efforts to promote fairness both and home and abroad.
As Liam Byrne argues persuasively in Turning to Face the East3, all is not lost –
indeed we are at a moment of opportunity. By acting now and developing a real
long-term national strategy for our engagement with China we can become China-Ready, and secure a more prosperous future.
Overview of emerging themes
These issues are of even more pertinence to our generation: we will live and work
our whole lives in this increasingly globalised new world. Our parents will retire
in it. So, for this publication we commissioned young thinkers with policy expertise
and experience of living, working or travelling in China to set forth some ideas from
the next generation on where there might be greater opportunities for collaboration.
The views in each chapter are those of each author alone. As editors, we present
them as provocations, for consideration. What we unreservedly endorse is the
overall thrust of this pamphlet. The themes that run through every chapter. Notions
of greater engagement, deeper understanding and swifter adaption to the modern
world.

3. L Byrne (2013) ‘Turning to Face the East’, Guardian Books
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It will take more than just government action to achieve this shift, which has been
described by Douglas Alexander and Ian Kearns as “the Asian-step change4.” Civil society and the private sector will have crucial roles to play (and some of the suggestions in the chapters that follow are aimed at them and other non-state actors).
But Government will have an important role to play nonetheless, not least because
of the centralised nature of politics in China, which necessitates the consideration
of a stronger role for government in the bilateral relationship. It is through this prism
that the pamphlet has been written.
Within the British government, we strongly believe that this is too important an
agenda to be left solely on the desks of the Foreign Office. Every government
department must take steps to adjust to the rise of China and the seismic geo-political shifts of which it is but the clearest example. It is an imperative for the next
government and a challenge to which the Labour party – with our unashamedly
internationalist outlook – is uniquely suited to fulfilling.
Throughout, our contributors make a number of more detailed recommendations
for policy-makers but there are a number of key themes that emerge throughout the
pamphlet that it is worth highlighting at the outset.
We must engage more with China
The history of the UK’s engagement with China is a tale of frosts and thaws, but
nevertheless, engaging with China is the only rational response. Insularity will not
change any of the facts on the ground. Our relationship must move beyond the
transactional one that has been pursued by the Cameron government with Prime
Minister as Salesman-in-Chief. We must not allow our foreign policy to be solely
about trade – we must continue to express our concerns and push for change in
the areas where we have concerns – cyber-espionage, human rights, and, as
Joseph Dobbs argues in chapter 8, Hong Kong. We should also look to strengthen
opportunities for our citizens to engage with China individually, through access to
education and people to people exchange.
We need to identify win-wins
There is a need to now take a step back and identify the potential opportunities
ahead where our efforts should be focussed. There are a number of areas, such as
those related to energy and climate change identified by Rob Elsworth in Chapter
3, where the UK faces shared challenges and we would both benefit from collaborative approaches. There are also countless other areas, particularly in education
for example, where there is demand in China for a high-value service that the UK
can competitively provide. These need to be identified and exploited. As the Institute for Public Policy Research have argued persuasively elsewhere “government
should set out an industrial strategy for every sector in which Britain has an existing
or potential comparative advantage.5”

4. D Alexander & I Kearns (eds.) (2013) ‘Influencing Tomorrow: Future Challenges for British Foreign Policy.’ Guardian Books
5. W Straw & A Glennie (2012) ‘The Third Wave of Globalisation’. Institute for Public Policy Research.
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We need co-ordination across government in dealing with China
In a number of important respects, the UK is behind other countries in considering
how to engage with China. Look at Australia, who published a whole cross-governmental White Paper on their relationship with Asian countries in 2012, or even
Scotland, who are now onto their Second ‘China Plan’. Liam Byrne’s suggestion
for a prominent China Taskforce to work across government departments would be
hugely beneficial. It will need to co-ordinate but also work with individual departments to help make the adjustments necessary to cope with shifting power.
We need co-ordination across Europe in dealing with China
We need to leverage our position in Europe to achieve foreign policy and trade
policy objectives elsewhere. This is particularly compelling when it comes to circumventing protectionism and securing fair and reciprocal access to Chinese markets
for British firms. As Florence Rountree argues in Chapter 6, a British exit from
Europe would have far-reaching consequences for our ability to influence beyond
the confines of this continent.
Open not closed
Ultimately, this is not truly a publication about China. Plenty exist and offer a better
insight into the Chinese state and society than we could ever hope to in these
pages. It is rather about the UK’s relationship with big emerging economies – with
China as the prime example. But its lessons are not confined to just that domain.
In the decades to come, as the centre of geopolitical gravity continues to shift and
the relative balance of the global economy continues to evolve, the UK will have to
continue to face the future with optimism, ambition and openness. These are themes
that have echoed through this pamphlet and must resound across the future if we
are to flourish as a country, providing opportunity and justice at home and abroad.
Just after leaving office, Tony Blair outlined what he called the “modern choice” for
Britain which he characterised as “open versus closed”, rather than “right versus
left”.

“Do we open up? Albeit with rules and controls, or do we hunker down, do we
close ourselves off and wait till the danger has passed? Is globalisation a threat or
an opportunity? … In Britain, the modern Labour Party has undoubtedly gone for
the open position.6”
With regard to China, and foreign policy more broadly, we completely agree. It
is this fundamental divide – and the necessity of staying on the correct side of it –
which motivates this publication. In engaging with China we must hold openness as
one of our core values and objectives. If we fail to, the UK will only decline in the
Asian future.

6. Speech at Blenheim Palace, Monday 1st October 2007. http://www.tonyblairoffice.org/speeches/entry/tony-blair-speech-at-blenheimpalace/
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BECOMING ASIA-AWARE:
towards an outward-facing education system
Joel Mullan
Ultimately, the biggest contribution the education system can make to the UK
becoming China-Ready is to fix some of the big problems standing in the way of
the UK’s future workforce meeting their full potential. Raising baseline standards in
British schools and creating a fit for purpose vocational education and skills system
must be the priorities for education reform in the UK.
On the way however, there are other adjustments that could be made which further
develop the UK’s readiness by giving British young people the understanding and
skills they will need to suceed in our increasingly globalised world. These opportunities for fine-tuning are the focus of this chapter. Though we examine the case for
a less insular and more outward facing system in the context of China, China is just
one powerful example of a more general line of argument.*
Developing global citizens: reversing the UK’s educational insularity
We need a more outwardly facing curriculum that prepares young people to be
global citizens, giving them the foundation of skills and core knowledge required to
understand and navigate the world around them. In an age of religiously-inspired
conflict, this should include an understanding of major world religions7 and also,
crucially, opportunities to study other areas of the world, particularly in history and
geography. The national curriculum review undertaken by the Coalition Government was a missed opportunity in this regard. Indeed, as a result of that exercise
the UK came very close to ending up with a curriculum that in several crucial
respects was even more insular.8
Labour’s Shadow Education team have rightly argued for a period of curriculum
stability, reasoning that the next government should not reopen the national curriculum debate so soon after the last one. In the interim therefore, teachers should be
encouraged to make the most of the current opportunitiesto broaden the horizons of
young people. Wherever possible, they should resist the temptation to teach tired,
tried and tested topics (with the same content sometimes taught at both GCSE at
A-Level) and explore some of the alternatives.9 Exam boards should look closely at
uptake of the competing options at GCSE and A-Level to identify hurdles to take-up
of less traditional options and to inform the development of future policy in this
area.
* I am grateful to Jessica Davies and Jim O’Connell for useful comments on an earlier version of this chapter.
7. In this regard the current government’s recent announcement that all GCSE Religious Education students will have two study two
different world religions is very welcome
8. The draft history curriculum published earlier in this Parliament side-lined world history. A coalition of organisations successfully
lobbied and campaigned for its re-introduction.
9. Perhaps considering “The Shang Dynasty of Ancient China” or “China’s Qing dynasty 1644-1911”, both suggested options in the
National Curriculum for History rather than “Ancient Egypt” or “the USA in the 20th century”
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In the medium term, the next national curriculum review, whenever it takes place,
should seek to create consensus on the need to be more outward facing. Here, we
might benefit from looking at recent developments in Australia, where Asia-literacy
has been pursued as a policy objective since as early as the 1980s. During the Labor administrations led by Kevin Rudd (himself a keen sinophile) and Julia Gillard,
this reached its peak, with the publication in 2012 of a White Paper, ‘Australia in
the Asian Century’. The White Paper set out as a national goal that “every Australian student will have significant exposure to studies of Asia across the curriculum
to increase their cultural knowledge and skills and enable them to be active in the
region.”10
Whilst many commentators argue that that agenda has now been largely abandoned following a change in Government11 (or that the paper was heavy in
rhetoric but lacking in substance) there has been an active dialogue in Australia
about “Asia-relevant capabilities” that is missing from the UK debate about education reform. Yet, as the outgoing British High Commissioner pointed out in a recent
speech, “London is closer to Beijing than Sydney is”,12 our geographic links with
Asia are perhaps just as strong. We should also learn from some of the failings
of the Australian experience, and work with the teaching profession and others to
develop a clear conception of exactly what ‘Asia-relevant capabilities’ are, distinct
from what young people need to learn at school in general.
Modern languages
We should also look to expand opportunities for young people to learn modern
world languages, in addition to or in place of, the traditional European languages.
In the Chinese context, language proficiency has risen in importance, following
a reduction in the emphasis placed on learning English by education authorities
in several major Chinese municipalities, and widespread dissatisfaction with the
quality of English language teaching in China.13
This is again an area which has been prioritised in Australia, with the 2012
White Paper promising that “all Australian students will have the opportunity, and
be encouraged, to undertake a continuous course of study in an Asian language
[defined as Mandarin, Hindi, Indonesian or Japanese] throughout their years of
schooling. Research suggests that only 6 per cent of UK state secondary schools
offer the opportunity to study Mandarin14, despite it being identified as the second
most desirable foreign language in a 2011 survey of employers.15
We need to look carefully at how the hurdles to expanding access to Mandarin
teaching can be reduced or removed. Existing research suggests that the problem
is two-fold. Firstly, there is a clear supply-side problem with a shortage of “both
10. Australian Government (2012) ‘Australia in the Asian Century’, page 170
11. B Nicholson, “Asian Century plans consigned to history”, The Australian, 28 October 2013.
12. P Madden, ‘Britain and Australia in the Asian Century’, speech to the Australian Institute of International Affairs, Melbourne, 4th
December 2014.
13. L Pan (2014) ‘State ideologies of English education in China’ in S Cowan, T Jin et al (eds) (2014) New Directions for Education in
China. Institute of Education Press.
14. K Board & T Tinsley (2014) ‘Language trends 2013/14: The state of language learning in primary and secondary schools in England.’
CfBT Education Trust / British Council.
15. J Lauerman (2011) ‘Mandarin Chinese Most Useful Business Language After English’ http://www.bloomberg.com/news/2011-08-30/
mandarin-chinese-most-useful-business-language-after-english-1-.html
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native Mandarin speakers with teaching qualifications and… UK qualified teachers
with sufficient Mandarin skills”.16 The Department for Education needs to put a
proper strategy in place for developing the workforce necessary to teach Mandarin
at scale. This could involve promotion of teacher exchange schemes, provision
of opportunities for Chinese young people to work as teaching assistants in UK
schools (subject to quality controls), or greater use of technological solutions.
Secondly, introducing the opportunities to study Mandarin has proved to be a risky
venture for schools. The British Council argues that the sustainability of existing
provision is not assured, whilst a study by Manchester’s New Economy group
provides powerful anecdotal evidence of the risks and disincentives that schools
are grappling with.17 Steps will need to be taken to grow demand from schools by
de-risking the offering of Mandarin for schools, and through providing additional
support during the first few years it is offered.18
Increasing opportunities for study and work placements abroad
We need to expand opportunities for young people to undertake study or work
placements in Asia. In recent years, universities have made some good progress
in this area. The most recent analysis of outward mobility estimates that 476 UK
students from 34 universities (out of 133 surveyed) spent a year abroad in China
in 2012/13. This is up from 188 students from just 8 institutions in 2007/8, an increase of 153%.19 This pales into insignificance however, when compared with the
4480 students who studied in France, the 3466 who went to Spain, and the 2126
spending a year in Germany. The differential in number of language students is
clearly an important driver for the difference, but not the sole one – more than 40%
of the students going to Germany, for example, were studying towards degrees in
subjects other than German.
This is high on the agenda of a number of other old world order countries comparable to the UK. The government of New Zealand has recently established the Prime
Minister’s Scholarships for Asia, which supports New Zealanders to undertake
studies in Asia which are demonstrably linked to the country’s trade or economic
agenda in the region.20 As one British / Kiwi dual national puts it: “it’s not unusual
for young people to work, study, or go on an exchange to Japan, Singapore, Hong
Kong etc. Many New Zealanders aged 21 to 50 will be familiar with one if not
more of these places in a way that isn’t true in the UK.”21
To continue with an anglocentric set-up is to store up ever greater problems for
the future. By contrast, by making a few relatively small changes to our education
system, the UK could foster a whole new level of understanding of the world among

16. New Economy (2014) ‘Mandarin in schools: provision, appetite and barriers in Greater Manchester.’
17. Board & Tinsley, op cit. New Economy, op cit.
18. For more commentary on Mandarin teaching see J Evans, ‘Teaching the UK to speak Mandarin’, Young Fabians Blog, 21 August 2014
http://www.youngfabians.org.uk/teaching_the_uk_to_speak_mandarin
19. JA Carbonell (2014) ‘Further up the road: Six years of growth for international student mobility in the UK (from 2007-8 to 2012/13).’
Kingston University.
20. http://www.enz.govt.nz/how-we-work/scholarships/pmsa
21.Correspondence with the author, January 2015
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the next generation, giving rise to powerful medium and long-term benefits for the
UK.
Boosting education exports
More immediate benefits might be gained from boosting the UK’s education exports
to China. There is, and will continue to be, huge demand for education in China.
Analysis from the McKinsey Global Institute suggests that by 2020 China will face
a substantial skilled labour shortage, requiring an additional 23 million people with
graduate level skills. In particular, there will be huge opportunities for organisations
able to support Chinese authorities in boosting access to higher-level vocational
education, an area which has to date been largely overlooked in reform and export
efforts in favour of traditional higher education.
The UK has a clear competitive advantage in the education sector, with a large
number of world-class educational institutions attractive to students and researchers
across the world, and as a nation of native English speakers. Indeed, the Department for Business Innovation and Skills estimates that UK education exports in
2011 were worth £17.5bn, equivalent to 3.5% of overall UK exports. Education
exports to China could be boosted in one of two ways – through sustaining inflows
of students to study at UK institutions, or through growth of in-country provision and
activity on the Chinese mainland, though care must be taken to ensure that exports
efforts are win-win for both the UK and for China. There are three areas of opportunity where government action or attention is required.
Firstly, the next government needs to look again at its approach to student immigration, and return to a rational policy. To be clear, an open borders policy, as
advocated by some on the left is not a rational policy; but nor is the situation in
which the UK has found itself since 2010, with off-putting rhetoric being communicated to prospective students for party-political reasons at the expense of the
national interest. International students are immensely valuable to the UK. Beyond
the obvious economic benefit from student spending on tuition fees and living costs
(estimated by Universities UK to be £9.3bn per year) we benefit from students
leaving our shores with a fondness and familiarity for the UK that will allow us to
continue to maintain influence and soft power in the world beyond that which we
could otherwise reasonably expect.
We therefore need to bring our immigration practice and rhetoric into line with
competitor economies. We need to look again at opportunities for post-study work
for international students, which not only makes study in the UK more attractive for
prospective well-qualified international students, but also allows the UK to benefit
from their skills. Having trained young international students it makes no sense
whatsoever to immediately send them back to their home countries to create jobs
for our competitor nations.

22. A Fazackerley (ed.) (2007) ‘British Universities in China: The Reality Beyond the Rhetoric.’ Agora.
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Secondly, and perhaps most importantly, the government should consider what
more it could do to help facilitate the development of in-country provision by British
educational institutions seeking to break into mainland China. The regulatory landscape for would-be British providers looking to operate in China is ever-shifting and
therefore not particularly welcoming.22 There may well be a useful role for Government-to-Government dialogue to help smooth out some of the current difficulties.
Thirdly, whilst inflows of international students are generally positive, we must
also ensure that our higher education system does not become too dependent on
Chinese international students. China is one of the biggest sources of international
students in the UK, accounting, for example, for 23% of all postgraduate students.
Universities should be conscious of the extent to which their institutions are dependent on these inflows as it is unlikely that such numbers will be maintained in
the longer term. The number of Chinese students in the UK is likely to fall as China
builds up capacity in its own higher education system and the relative size of the
young population reduces.23 We must not close our eyes to these potential risks. It
is likely that universities will have to work much harder to attract similar levels of
recruitment from China. Preparation for this, and action to further diversify the base
of countries where international students are recruited from, needs to begin now.
Conclusions
The education sector is key to the UK’s efforts to become China-Ready. Acting now
to make our education system less insular will give us a population increasingly
conversant with the culture and practices of other areas of the word, enrich the
education received by our children, and enable the forging of the ties, relationships
and goodwill that will ultimately be required for the UK’s continuing prosperity.

23. A conclusion also reached by the Observatory on Borderless Higher Education in W Lawton et al (2013) ‘Horizon Scanning: what
will higher education look like in 2030? UK HE International Unit.
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CLEANING UP:

a shared long-term vision on climate and energy
Rob Elsworth
Introduction
China is in the grip of an environmental crisis, and it is one that has not gone
unnoticed. Beijing’s chronic air pollution has reached the world’s attention but its
environmental problems are far more extensive. Air, soil and water pollution levels
are now so serious that they are disrupting citizens’ lives and starting to impact on
the economy. The Chinese government has acknowledged the gravity of the situation and is actively looking to shift the model of economic development to one that
is more sustainable and less dependent on fossil fuel consumption and production.
The UK has a different set of environmental concerns. Since the industrial revolution
unabated fossil fuel usage has been the basis for its economic success. The UK is
disproportionately responsible for the increasingly detrimental impacts of a changing climate. However it is taking action, through the Climate Change Act, and
supporting innovative EU policy instruments, principally the EU Emissions Trading
Scheme.
The situations of the UK and China may differ but the two countries share a common purpose: the need – and desire – to decarbonise their economies, in a way
that tackles the wider challenges of both environment and resources while maintaining economic prosperity. The UK is in a strong position to support China in its
transition, and could benefit from doing so.
There are three areas where the UK should concentrate its attention: international
climate negotiations, shared policy priorities, and supporting the emerging role of
civil society in environmental protection.
China’s War on pollution
The onset of China’s environmental crisis has been rapid and the government is
not shying away from the issue. In 2014, Premier Li Keqiang declared a “war on
pollution”24 and China’s National Development and Reform Committee (NDRC)
states bluntly that the “country faces a grave ecological situation.25” Rapid economic development has been costly for China, bringing unforeseen and undesirable social and environmental consequences. The government knows it must change
its development model and has already said that it “will not repeat the developed
countries’ old path of unlimited greenhouse gas emissions during their industrialisation period.26”

24. ‘China to 'declare war' on pollution, premier says, Reuters, 4th March 2014.
25. The National Development and Reform Commission [NDRC] (2014), China’s Policies and Actions on Climate Change http://
en.ccchina.gov.cn/archiver/ccchinaen/UpFile/Files/Default/20141126133727751798.pdf
26. ibid
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China is working hard to redirect its current course of development, with the current
(12th) Five Year Plan (2011–2015) aiming to shift the economy towards a more
balanced approach by slowing economic growth to a more manageable rate, accelerating economic reforms, reducing the carbon intensity of the economy, piloting
emissions trading schemes and increasing industrial energy efficiency. China is on
target to meet many of these commitments.
Looking ahead, the NDRC has already indicated that the 13th Five Year Plan will
be crucial for China to “actively respond to climate change and propel the green
and low carbon development”. Chinese academics are anticipating27 that the
green economy will play a central theme. As the first FYP to be implemented under
the new administration it will be an important measure of President Xi’s ambition on
climate, energy and environmental issues, and a litmus test of how he ranks them
against other major concerns. The 13th FYP will be crucial in helping China overcome the middle-income trap and move beyond its reliance on manufacturing and
toward the higher-value-added end of the global economy. China no longer wants
to be the factory of the world; it wants a more innovative economy that allows its
citizens to enjoy basic prosperity and comforts - including clean air, clean water
and uncontaminated food.
The UK must, as early as possible, get a grip on the 13th FYP’s priorities. By
pinpointing emerging opportunities the UK government can actively help its business community position their products and services towards the Chinese market.
Total UK exports of low-carbon environmental goods and services (LCEGS)28 in
2011/12 were £12.2 billion29. This is a sector showing increasing promise and
could be a strong growth engine for British jobs. If the 13th FYP gives clarity to
China’s low-carbon economic focus, the UK must look to further develop its LCEGS
sectors to ensure they are in the best place possible to respond to the challenge.
International climate negotiations
China remains committed to the UN climate negotiations; however, it prefers to
see itself as a player in an existing framework as opposed to a leader within it. Its
approach is often characterised by its eagerness to retain developing country status
under the United Nations Framework Convention on Climate Change (UNFCCC)
and a reluctance to be subjected to binding emission reduction commitments. China
is the world’s largest emitter of greenhouse gases and has per capita emissions
above those of the EU30, 7.2 tonnes per person compared to 6.8 tonnes respectively. Tackling climate change will depend on China’s engagement internationally.
Expectations will be particularly high in 2015 as the international community meets
in Paris in December to agree on a new, binding global agreement on climate
change. Nevertheless, domestic environmental problems will remain the primary
driver behind China’s push to transform its economy.
27. Z Chun & Xu Nan, ‘Green sector will boom during China’s 13th Five-Year Plan’, China Dialogue, 3rd September 2014. https://www.
chinadialogue.net/article/show/single/en/7280-Green-sector-will-boom-during-China-s-13th-Five-Year-Plan
28. The definition of LCEGS is broad and includes many activities that come under the environmental, eco, renewables, sustainable and
low-tech banner.
29. Department for Business Innovation and Skills (2013) ‘Low Carbon Environmental Goods and Services (LCEGS): Report for 2011/1’
30. M McGrath, ‘China's per capita carbon emissions overtake EU's’, BBC, 21st September 2014. http://www.bbc.co.uk/news/science-environment-29239194
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It remains unclear how ambitious any international agreement on climate change
will be. The huge scale of the problem demands binding emission reduction targets
from the most polluting countries, but unfortunately realpolitik means this may be
difficult to secure. What is unquestionable is the need for China to be integrated
into any such deal. The concern therefore is what happens if China addresses its
domestic environmental problems while losing sight of the importance of the international process. The international community has a real interest in ensuring that
China remains sufficiently engaged with the international process.
The UK is in a strong position to provide political support, and indeed signed a
joint statement with China on climate change in 201431. But we must not be
complacent: a wide range of bilateral agreements exist between Chinese Ministries
and international partners– including Germany, South Korea, the USA, New Zealand, Australia, Finland, Italy, Denmark, and California. The UK should however
be optimistic - diplomatic outreach on climate issues has paid off. The UK Foreign
& Commonwealth Office presence in China extends far beyond that of many other
developed economies. With a string of consulates in major Chinese cities and a
well-respected Embassy in Beijing, the UK has been able to offer technical support
on climate change preparations and carbon pricing to key provinces. This must
continue and forums such as the China-UK Working Group on Climate Change
must be fully utilised.
Furthermore, the UK’s Climate Change Act (CCA) gives statutory legitimacy to its
claims that tackling climate change is a long-term priority. The CCA puts the UK on
a trajectory to reduce greenhouse gas emissions by at least 80 per cent by the year
2050, and provides for institutional and regulatory mechanisms to maintain and to
enforce this. As speculation grows that China will set an absolute cap32 on polluting
emissions in 2016, the Climate Change Act is a clear example from which China
could learn.
Shared policy priorities
Given the competition and China’s willingness to engage in dialogue on multiple
fronts, the UK should focus on the areas to which it brings most value and where
cooperation is ongoing
Nuclear Power
Both countries view nuclear power as a priority, a low-carbon source of energy
that would increase security of supply. China has 22 nuclear power reactors in
operation, 26 under construction, and more in the pipeline. Total nuclear capacity
in China is set to rise to at least 58 gigawatt (GWe) by 2020, rising to some 150
GWe by 2030, and much more by 205033. In comparison, the UK has one new
nuclear power station in the pipeline. This was only made possible by the signing
of an agreement with China, bringing Chinese investment in the building of Hinkley
31. HM Government, ‘UK / PRC Joint Climate Change Statement’, 17th June 2014. https://www.gov.uk/government/uploads/system/
uploads/attachment_data/file/320665/UK_PRC_Joint_Climate_Change_Statement.pdf
32. L Hook & P Clark, ‘China eyes cap on carbon emissions by 2016’, Financial Times, 27th March 2013.
33. World Nuclear Association, ‘Nuclear Power in China’, 30th December 2014.http://www.world-nuclear.org/info/country-profiles/
countries-a-f/china--nuclear-power/
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Point C, the first nuclear reactor to be built in the UK for a generation34.
Beyond investment, the UK needs to think strategically about long-term cooperation
with China on nuclear power research and development. Central to this cooperation should be the shared goal of exploring cutting-edge design for reactors that are
passively safe and produce fewer radioactive by-products than incumbent designs.
Although the UK has not built a new nuclear power station for two decades35 its
rich history in researching, developing and maintaining nuclear facilities means it
is in a strong position to be a key partner as China develops its domestic nuclear
power sector.
Carbon Markets
As China’s command-and-control economic model becomes less effective, the
role of the market in allocating resources is being explored further. One prominent example is the development of pilot carbon markets in China. Seven pilot
schemes have been developed successfully, launched and are now functioning
with a carbon price. Numerous regions in China have begun the arduous task of
collecting data and thinking systematically about how to price emissions and over
2,000 companies in China must now report their emissions every year. How they
will transition into a national emissions trading scheme remains to be seen, but it is
expected that the lessons from these pilots will form the basis of a national Chinese
carbon market, beginning in 201636.
The UK has been proactive in promoting and providing technical support for the
development of these pilot carbon markets, a process made easier by the UK’s
diplomatic reach beyond Beijing. The UK government should continue to support
China’s carbon markets, particularly in data quality and compliance and other
areas that could undermine their environmental integrity if underdeveloped. As
companies in China get to grips with the fundamentals of this mechanism, they
will become increasingly sophisticated in their engage with it. This will prompt the
demand for financial instruments that allow more flexibility. Currently limited trading
options have left the Chinese market lacking liquidity37. Only the spot market is allowed to operate in China leaving less options for investors and financial services.
The City of London has played a crucial role in the EU’s carbon market and is well
positioned to support China in developing more sophisticated derivatives markets,
including a carbon futures market.
Carbon Capture Utilisation and Storage (CCUS)
China uses vast amounts of coal to produce the energy it needs to power its economy. In 2012, 81 per cent of China’s electricity was produced using coal38. The
task of reducing this dependency on coal is daunting, but the problem of China’s
34. Department of Energy & Climate Change (2014) Multimillion boost to UK economy as China and UK government sign civil nuclear
agreement and sign agreement to deepen cooperation on climate change, 17th June 2014. https://www.gov.uk/government/news/multimillion-boost-to-uk-economy-as-china-and-uk-government-sign-civil-nuclear-agreement-and-sign-agreement-to-deepen-cooperationon-climate-change
35. Sizewell-B, which began construction in 1987 and was commissioned into operation in 1995.
36. ‘China's national carbon market to start in 2016, official says’, Reuters, 31st August 2014 http://uk.reuters.com/article/2014/08/31/
china-carbontrading-idUKL3N0R107420140831
37. Yu, X & Lo A (2015) ‘Carbon finance and the carbon market in China’, Nature Climate Change, Vol 5, January 2015
38. World Coal Association, Coal Statistics. http://www.worldcoal.org/resources/coal-statistics/
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smog-engulfed cities will keep politicians engaged. Already a number of provinces
have taken steps to cap coal consumption, and recently China announced it would
ensure emissions peaked in 203039, if not earlier. Ultimately China, along with
the rest of the world, needs to phase out fossil fuel usage completely, but such a
shift will take time. As coal continues to play a role in China’s energy mix, options
should be explored as to how its impacts could be mitigated in the short term
ahead of a full phase out. Carbon capture, utilisation and storage (CCUS) is one
such technology that both the UK and China are looking to as a way to mitigate
their emissions from polluting power plants as well as industrial processes. The UK
has announced a £1 billion investment in CCUS and declared there will now be no
new coal power stations without CCUS40. Beyond the power sector there are opportunities for CCUS in industrial sectors, where decarbonisation is a much harder
proposition. CCUS for industrial processes should be prioritised in order to meet the
needs of China’s large industrial base.
There is already collaboration underway on CCUS technology between research
institutes in the UK and China. The UK should look to support this focus further and
work with China to commercialise the technology, reduce investment costs and
develop a robust regulatory framework to ensure the technology can benefit the
environment in a meaningful way. Ultimately the UK should encourage China to
commit to limiting new coal powered fire stations to only those with CCUS.
Engaging civil society
Pollution in China has resulted in well documented civil society discontent. In some
cases public concern has overflowed into confrontations with local cadres and
factory owners, gaining national and international attention. At the same time a
number of new environmental non-governmental organisations (NGOs) are actively
supporting communities and challenging regulations and malpractices. The Chinese
authorities have also become involved. Public education programs have been
implemented by the Ministry of Civil Affairs, with the aim of involving the public in
low carbon commuting and low carbon living. More significantly the revised Environmental Protection Law gives some NGOs legal status to take polluters to court.
The UK has an extensive and engaged civil society movement focusing on the
environment and climate change. A range of NGOs, think tanks and research
institutes effectively engage with and provide constructive oversight and scrutiny
of government policy. The UK should facilitate partnership opportunities between
NGO networks in the UK and China. Through sharing experience and expertise,
UK NGOs could help their Chinese counterparts overcome technical and resourse
constraints as well as share experience and expertise. Chinese academics have
pointed to the value of allowing more active civil society engagement on environmental issues, particularly in how it could help teach the government and public
about the rule of law41.

39. Foreign Commonwealth Office, China's 2030 emissions peak: is industry shifting down a gear? 11th December 2014
40. Foreign Commonwealth Office, UN Climate Summit 2014: David Cameron’s remarks, 23rd September 2014
41. ‘700 Green NGOs Can File Pro Bono Lawsuits, Official Estimates’, CaixinOnline, 8th January 2015, http://english.caixin.com/201501-08/100772415.html
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Conclusion
Increasingly well-informed and responsive to the changing needs of the economy
and public opinion, the Chinese government has set itself on a course to shift its
development model to a more sustainable one. The UK starts from a very different
place but shares the same long-term goal and is well positioned to support China
in this journey. To ensure it is successful in doing so the UK must focus on those
areas which brings most value while continuing current areas of shared interest and
successful cooperation.
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MONEY, MONEY, MONEY:

how China’s growing wealth can benefit Britain
Gary Topp
Manchester Airport may not seem like the frontline in British-Chinese trade relations, but due to an ambitious joint venture between Manchester Airports Group
(MAG), Carillion plc, the Greater Manchester Pension Fund, and Beijing Construction Engineering Group (BCEG), that is precisely what it is. Airport City is an
£800m property development at Manchester Airport designed with the explicit
aim of attracting Chinese business to the North West. BCEG own a 20% stake in
the joint venture and will contribute their expertise from the construction of similar
projects in China. The complex is being marketed as an ideal location for Chinese
companies looking for a European base and for British ones with operations in
Chinese markets.42 Yet it is not only Manchester that is vying to attract Chinese
investment to the UK. Chinese investors have also pledged over £1bn to turn the
Royal Albert Docks in London into a haven for business and investment43.
Investments such as Airport City and the Royal Albert Docks reflect China’s increasing global stature, an increase that has primarily been economic. Although China’s
headline growth rate continues to slow, in the realm of trade and investment, there
is simply no escaping China. Labour’s trade strategy towards China should therefore focus on building long term partnerships that place Britain in a strategically
advantageous position should China’s influence on the global economy continue to
increase as anticipated.
This chapter looks at two areas – infrastructure investment and Renminbi (RMB)
internationalisation – where the next government should work with China to build
mutually beneficial, long-term relationships.
Investing in infrastructure
Dieter Helm, Professor of Energy Policy at Oxford University estimates that the
UK government needs to spend at least $50bn a year on infrastructure in the
decade up to 2020 in order to replace ageing power stations, meet emissions
targets, increase capacity in Britain’s transport system, and improve broadband
and telecommunications networks44. The need for investment is also illustrated by
The World Economic Forum, who rank the UK 27th globally by quality of overall
infrastructure45. Yet public infrastructure investment actually fell from $51.1bn in the
2009/10 fiscal year to $26.7bn in 2011/1246. It is therefore likely that infrastructure spending over the next parliament will need to exceed $50bn per year.
Well-planned infrastructure investment can have a positive long-term impact on
productivity and output, but with the OECD estimating that the UK’s budget deficit
42. An overview of the Airport City project can be found here: http://www.airportcity.co.uk
43. An overview of the Royal Albert Docks project can be found here: http://abp-london.co.uk/development/
44. D Helm, British Infrastructure Policy and the Gradual Return of the State, Oxford Review of Economic Policy, 2013, Vol 29, pp.
287 – 306
45. World Economic Forum (2014) The Global Competitiveness Report 2014-2015.
45. Pinsent Masons (2014) China Invests West: Can Chinese investment be a game changer for UK infrastructure. 2014, p.25
46. OECD (2014) Economic Outlook No.95. 2014
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would still be 5.3% of GDP in 2014, and Labour committed to not borrowing further to fund spending, they will find it politically difficult to engage in a large-scale
infrastructure programme through conventional means of financing47.
The role of Chinese investment
So where does China come in? China is already investing heavily in the UK. In
2012, China Investment Corporation (CIC), the country’s sovereign wealth fund,
purchased a 10% stake in Heathrow Airport and a 9% stake in Thames Water48.
The Chinese National Nuclear Corporation and the China General Nuclear
Corporation are minority shareholders in the construction of the new Hinckley Point
nuclear site49, whilst Chinese Premier Li Keqiang has also expressed interest in
participating in the financing of HS2. Indeed, the UK has been one of the countries
most open to Chinese infrastructure investment. Chinese capital provides much
needed relief to strained public finances in Britain and broadens the investor base
for UK projects.
Chinese investors have already shown a willingness to invest in commercial real estate in the capital and with the right structure in place; Chinese investment may also
be available for more socially focused projects such as an ambitious social housing
programme in London. Projects such as Airport City can help stimulate growth and
employment in areas outside the capital, as can increased connectivity.
Benefits for Britain
Collaborations of this kind may also lead to other spill-over benefits. In joint ventures such as Airport City, the partnership will also give British companies experience of working with Chinese counterparts, something that should lead to them
being more competitive in Chinese markets.
Furthermore, British projects will benefit from Chinese companies’ expertise. According to a report from The World Bank, China’s high-speed rail has cost around
two thirds of the average cost of high-speed rail projects in other countries50.
Although cheaper labour was clearly a factor, the report concludes that the Chinese
benefited from economies of scale due to standardisation of design and manufacture. Joint ventures can ensure that lower costs don’t also mean lower safety
standards.
Another key differentiating factor for Chinese investment has been the willingness of
Chinese investors to take on construction risk. The initial sunk costs associated with
infrastructure can often be a disincentive to private sector involvement where shortterm returns for shareholders are a priority. Chinese investment, for example from
the Chinese Investment Corporation, often takes on a much longer time horizon and
47. OECD (2014) Economic Outlook No.95. 2014
48. BBC (2012) China fund buys 10% stake in London’s Heathrow airport. http://www.bbc.com/news/business-20163907 , BBC (2012)
China wealth fund buys nearly 9% of Thames Water, 2012
49. Pinsent Masons (2014) China Invests West: Can Chinese investment be a game changer for UK infrastructure. 2014, p.25
50. The World Bank, High speed railways in China: a look at construction costs. 2014
http://www-wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2014/07/04/000333037_20140704083655/Rendered/
PDF/892000BRI0Box3000china0transport09.pdf
51. Pinsent Masons, China Invests West: Can Chinese investment be a game changer for UK infrastructure. 2014, p.36: http://www.
pinsentmasons.com/PDF/pageturner/ChinaInvestsWest/files/assets/common/downloads/China%20Invests%20West.pdf
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so is more willing to shoulder these costs51.
Engaging with China through infrastructure allows Britain, and British companies,
to build deeper relationships with China in a strictly transactional environment while
delivering “win-wins” for both countries.
Securing large-scale investment in these types of projects from China requires a
significant effort from government. Given a large amount of Chinese infrastructure
investment is state funded, Labour should build strong relationships with their Chinese counterparts. By doing this, Labour can ensure that major Chinese investments
meet social as well as financial goals. With leadership and safeguards, Chinese
investment can help Labour transform British infrastructure.
Internationalising the Renminbi
The second area where Britain stands to benefit is through the internationalisation
of the Chinese currency, the Renminbi (RMB).
China has been gradually moving the RMB towards full convertibility. As part of
that process, the RMB is split into an onshore and offshore market. The onshore currency is traded solely within the Chinese mainland (carrying the symbol CNY) and
the offshore currency (carrying the symbol CNH) is traded outside the mainline. The
internationalisation process has involved the creation of offshore trading centres, often referred to as hubs, where CNH can be traded outside China. The major centre
is Hong Kong, however, additional offshore hubs exist in Singapore, London, and
more recently Frankfurt. With RMB trade growing rapidly and China increasingly
encouraging foreign direct investment, offshore RMB financial services present a
huge opportunity for those cities and countries designated as hubs. London is a natural contender given its position as the world’s leading foreign exchange market,
with 41% market share52.
However, development of the offshore market is still in the early stages. It is only
since 2009 that the RMB has been used as a currency for trade settlement but use
of the currency has grown significantly since. HSBC estimates that 17% of China’s
imports and exports were settled in RMB as of June last year and that figure is
estimated to continue growing rapidly53. China is now the world’s largest goods
trading nation, a fact that has positioned the RMB behind the US dollar as the
second most frequently used currency in global trade finance54. So what does this
mean for Britain?
Benefits for Britain
The strategic and economic benefits of London becoming a leading RMB exchange
hub are clear. European companies with operations and trade in China can benefit
from reduced foreign exchange risk (prior to RMB use trade was typically settled in
52. Bank for International Settlements, Triennial Central Bank Survey: Foreign Exchange Turnover. 2013:
http://www.bis.org/publ/rpfx13fx.pdf
53. HSBC, The rise of the redback, Stephen Haughey, 2014:
https://globalconnections.hsbc.com/united-kingdom/en/articles/redback
54. HSBC, Overview of RMB Internalisation, Cindy Ho, 2013:
https://www.hsbc.com.tr/tr/kurumsal_isletme/rmb/_pdf/RMB_Internatinoalisation_Turkey_Corp_v2.pdf
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dollars and then converted back to the local currency) and lower transaction costs
by conducting business with Chinese companies in RMB. Indeed, Chinese companies will frequently offer discounts for settlement in RMB. Companies can also more
easily repatriate onshore earnings. If London were to become Europe’s key RMB
trading hub, then most of this trade would pass through London, creating a valuable new export market and another source of employment. Furthermore, China
is also in the process of liberalising its capital account to allow increased foreign
direct investment, so that offshore CNH can be invested back into the mainland
Chinese market.
Overseas fund managers looking to invest directly in the Chinese mainland are
likely to gravitate towards a hub city. On top of financial services companies, it
would also be logical to assume that Chinese non-financial companies looking for
European bases would also find the UK a natural home if they had access to a
wide range of RMB financial services and expertise here. This would be another
potential source of investment, exports and employment. Further business would
also come to London in the form of capital market activities conducted in RMB such
as the Bank of China’s $2.5bn RMB bond issued in January 201455. A final benefit
is the psychological boost it would give to the UK financial sector that has seen its
global reputation diminished in recent years.
Creating confidence: the government’s role
So what can a Labour government do to aid this process? A future Labour government would do well not to jeopardise London’s potential to become the leading
RMB hub outside Asia. Any understandable negativity that is still felt towards the
financial services industry as a result of the recession and more recent Libor and
mis-selling crises should not impede progress in this area. While they have clearly
tarnished the reputation of the financial services industry, we shouldn’t forget that
the sector remains a world leader, generating a large trade surplus and providing
high quality employment. Furthermore, London being a hub for RMB financial services will be boon for the real economy just as much as the financial sector.
A Labour Government should therefore be willing to play an active role in ensuring that London continues to develop the capacity to provide Renminbi financial
services. Labour needs to be clear and unequivocal in its support for London’s development as an RMB trading hub and should work closely with its counterparts in
Beijing to achieve this goal. There is strong competition, particularly from Frankfurt,
and any perceived lack of support may cause both the Chinese government and
Chinese business to lose confidence in the UK as a place to invest. The pace of development is uncertain since Chinese policymakers have not set a specific timeline
for when they expect the RMB to be fully convertible*. This is all the more reason for
a strong and consistent show of support from the UK government.

55. Bank of China, Bank of China London Branch Successfully Issues $2.5billion RMB Bonds, 2014:
http://www.boc.cn/en/bocinfo/bi1/201401/t20140110_2804599.html
* Full convertibility of the RMB would involve China completely opening its capital account, allowing businesses, investors, and individuals to freely trade the RMB inside and outside China, as well as across Chinese borders with no barriers. This step would do away with
the need for the onshore CNY and offshore CNH. It may also pave the way for the RMB to become a global reserve currency; something
the Chinese government is pushing for. Full convertibility would therefore lead to a very large increase in RMB trading, especially
outside China.
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A second key area of focus, and a potential cause for concern, are figures that
show UK businesses are more reluctant to conduct trade in RMB than other countries. A July 2014 report showed that just 14% of UK businesses are using RMB to
settle cross border business compared with 26% in France and 24% in Germany56.
RMB use provides a clear competitive advantage to businesses operating in China
and the next UK government should be working with UK Trade and Investment to
ensure that businesses are aware of ways they can use the RMB and the benefits its
use confers. This will also send a positive signal about demand for RMB products
and services in London.
As offshore Renminbi use continues to grow, London, and the UK more broadly,
are in an excellent position to capitalise on this growth; however, the obstacles of
competition, consistent policy, and business demand stand in the way. To make the
UK economy “China-Ready” a Labour government should secure the UK’s position
as the major offshore RMB hub outside Asia. The economic and strategic benefits
could be reaped for a long time to come.
Conclusions
In trade and finance, China’s rise presents clear opportunities for Britain. My colleagues in this pamphlet will highlight the common theme that, in order to become
“China Ready”, Britain and the Labour Party must engage early and meaningfully
with China to encourage growth in bilateral trade and investment. By doing this,
Labour can secure a strategic advantage that could benefit Britain for decades.

56. HSBC, UK businesses must embrace RMB to make China trade ambition a reality, 2014
http://www.us.hsbc.com/1/2/home/about/press-room/2014/news_07092014_rmb
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SHAN GAO, HUANGDI YUAN
becoming the best connected country in the world
Adam Tyndall
A disobedient child takes advantage of a parent’s turned back.
Shan gao, Huangdi yuan.
A mother decides to ignore the one child policy.
Shan gao, Huangdi yuan.
A corrupt official justifies the bribe he has just demanded.
Shan gao, Huangdi yuan.

Shan gao, Huangdi yuan.
The mountain is high and the emperor is far away.
It is an attitude which pervades the periphery of the Chinese state, and in turn motivates central government policy. From financial incentives for Han Chinese to relocate to the Uyghur-majority province of Xinjiang, to the construction of a high speed
rail line from Beijing to Lhasa in Tibet, Beijing wants lower mountains. It brings the
emperor closer. Whether this is a net positive for the people of Tibet or Xinjiang
is, at the very least, debatable. But it has undoubtedly led to increased trade and
greater average prosperity in these regions.
The Emperors of Today
Unlike those in Tibet or Xinjiang, we can choose which emperors to draw near.
This choice is foreign policy at its rawest but it is far from simple. One factor in the
decision is trade. If we want to generate more and better jobs – and thereby gain
and fairly distribute prosperity – increased trade must remain one of the pillars of
British foreign policy.
The emperors of geopolitics and the global economy are no longer found exclusively in a small corner of Europe. First they spread to the other side of the Atlantic. The
ocean – a physical ‘hard mountain’ – was an impediment. But there was a shared
European heritage. A shared language. The non-physical ‘soft mountains’ were
limited. We could still be part of the emperor’s court and, as a result, we enjoyed
an increase in trade and prosperity.
Today, the emperors who affect the lives of people up and down the UK are more
diffuse than ever. They are increasingly beyond the highest of mountains – both
hard and soft. Their courts are in distant and inaccessible lands. They speak
unfamiliar languages and have customs we don’t understand. There is no better
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example of this than the rise of China over recent decades.
Trading with the Emperors
Britain has historically thrived as a trading nation. There are two necessary (but not
sufficient) conditions for this to continue: having things to sell and having the money
to buy things. The UK is well placed on both. We stand fourth in global rankings
for exports (after China, the USA and Germany)57 and remain (just) in the top ten
countries in the world by purchasing power (GDP PPP)58. With the OECD forecasting that between 2010 and 2060, exports will increase as a share of global
GDP from around one fifth to around one third59, the fact that trade leads to jobs
will become even more pronounced in the decades to come. The UK must make an
active choice to join the court of the emperors of the twenty-first century if we wish
to prosper. This does not mean kow-towing to those emperors. Building constructive, mutually beneficial relationships will place us in a stronger position to deliver
the messages that the emperors don’t wish to hear, without being expelled from the
court. To do this – and secure a greater share of global trade for the UK – mountains both hard and soft must be flattened.
Hard Mountains
Dubai shopping mall is now the most visited place in the world (with a footfall of
75 million people per year)60 due to its position as the dominant regional hub for
trade and travel. With that footfall comes money. We trade more with the emerging
markets to which we have a direct air connection than those without. Distance is
not the critical measure – time is. The mountains must not delay us.
The challenge is to connect to markets with money and demand for our products.
In Heathrow, London has one of only six airports in the world with more than 50
long haul routes61. It is within a 12 hour direct flight of 96% of the world’s wealthiest households. For Dubai, the figure is 63%. Heathrow currently provides the UK
with one of the world’s major trading hubs but the airport is full. This means new
routes to crucial emerging markets cannot be introduced. The cost to the economy
is estimated at £14bn each year62.
Trade between advanced economies currently accounts for nearly half of global
trade. This is predicted to drop to just a quarter in the next 50 years63. With China
already the largest economy in the world, it would be madness not to have direct
connections to these markets. But for airlines to operate these new routes, they must
be commercially viable. It is unlikely that there will be enough demand for a direct
57. Central Intelligence Agency. "Country Comparison: Exports". The World Factbook. https://www.cia.gov/library/publications/theworld-factbook/rankorder/2078rank.html
58. World Bank. International Comparison Program database. http://data.worldbank.org/indicator/NY.GDP.MKTP.PP.CD/countries/
order%3Dwbapi_data_value_2013%20wbapi_data_value%20wbapi_data_value-last?order=wbapi_data_value_2012%20wbapi_data_
value%20wbapi_data_value-last&sort=desc&display=default
59. R Tamaki, ‘Policy Challenges for the Next 50 Years’ OECD 50 Year Global Scenario , 2 July 2014, Tokyo http://www.slideshare.net/
oecdeconomy/oecd100-presentation?ref=http://www.oecd.org/eco/outlook/lookingto2060.htm
60. ‘Dubai Mall is the Most Visited Place on Earth’, Travel and Tour World, (2014) 6 March 2014 http://www.travelandtourworld.com/
news/article/dubai-mall-visited-place-earth/
61. Disclosure statement: The author is employed by Heathrow Airport Limited. He writes this chapter in a strictly personal capacity.
62. Heathrow Airport (2014) ‘Taking Britain Further’. http://www.heathrowairport.com/static/HeathrowAboutUs/Downloads/PDF/
taking_britain_further.pdf
63. R Tamaki, op. cit.
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flight from any single UK city to Xiamen, on China’s south-east coast, for example.
But if the demand is pooled through a single airport – perhaps with a few passengers connecting from Iceland or Ireland too – then the flight becomes viable. This
is how a hub airport operates. If we are serious about flattening the mountains and
increasing our trade with China, we need more capacity at our only hub airport,
Heathrow.
It is equally important that, once in the UK, our trading partners can reach and operate effectively in all corners of the country. London is one of the great global cities. It will remain the UK’s international business and transport hub for the foreseeable future. This is not a threat to the other great cities of the UK. When London loses
out, it is New York or Berlin that benefits – not Manchester or Glasgow. London’s
international strength is the UK’s opportunity; the argument must never be reduced
to North against South. But without the infrastructure necessary to ensure swift and
reliable domestic connections, the benefits of increased trade will congregate in the
South East.
The challenge is to spread the benefits of increased trade by making it as easy to
get from Guangzhou to our core cities as it is to get from Guangzhou to The City.
This means integrating our transport network and investing in it on a scale not seen
since the era of the Opium Wars. The focus should be on the most efficient and
sustainable options. Radically improving our rail infrastructure is essential. Equally
important is the ability to get a decent broadband connection – and in some places, even just a mobile phone signal. One in five properties in the UK are still unable
to receive superfast broadband and the House of Lords select committee on digital
skills recently found that London has fallen to 26th in the rankings of broadband
speeds in European capitals.64
The challenge for politicians with short-term, election-focused time horizons is to ensure that these networks are maintained and expanded before they reach a crunch
point. The independent infrastructure commission proposed by Sir John Armitt65,
to offer expert recommendations to government and monitor their implementation,
would be a significant step forward in our international competitiveness and our
capacity to broaden and deepen our bilateral relationships with emerging powers
such as China. It is reassuring to see that this would be a priority for an incoming
Labour government.
Soft Mountains
If bringing down the hard mountains wins the minds of those with whom we are
trading, bringing down the soft mountains is about winning their hearts and reversing the ‘Brits Abroad’ stereotype. We must build deep and meaningful cultural
connections that run in both directions and ensure that ‘outbound’ Britain is more
open and culturally aware. There is more to Chinese culture than handing over
your business card with both hands. Our schools and cultural institutions have been
64. Ofcom (2014) ‘Facts and Figures’ http://media.ofcom.org.uk/facts/
65. J Armitt (2013) ‘The Armitt Review Final Report’, Labour Party http://www.yourbritain.org.uk/uploads/editor/files/The_Armitt_Review_Final_Report.pdf
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too slow to adjust to change in the world. Just 3% of primary schools, 6% of state
secondary schools and 10% of independent schools offer Chinese as a curriculum
subject66 - an improvement but not an inspiration. And this is just the most easily
quantifiable example. When was the last time your local cinema was showing a
Chinese film or you went to a China-focussed exhibition?
But at least we’re heading in the right direction when it comes to learning about
China – albeit too slowly. The current government is pursuing a series of policies
that actively harm the UK’s attempts to win over Chinese hearts and encourage
‘inbound’ goodwill. This is what is sometimes described as ‘soft power’. The UK
is starting from a strong base: 92% of Chinese think it is important for the UK and
China to have a close relationship and Britain comes third (below the USA and
Russia) in Chinese rankings of leaders on the world stage. 68% would like to learn
English – far more than any other foreign language. But the direction of travel is
worrying. For example, among 18-24 year olds, the figure wanting to learn English
drops to 59%67.
Either out of hubris or naivety, the coalition government appears to think it unimportant to invest in reducing these soft mountains. The BBC is the world’s leading international broadcaster with an audience of over 250 million every week. Over 190
million of these listen to the World Service68. It is the only interaction with the UK for
tens of millions of people around the world. Tony Hall, the BBC’s Director-General,
has an admirable target of doubling these figures by 2022, but this is ambitious to
say the least. In 2010, the World Service cost the taxpayer just £272m. As far as
the Treasury is concerned, this is a drop in the ocean. Yet it was still lined up for the
austerity axe. With more than a dozen language services having been lost entirely
in less than a decade, the Foreign Affairs Committee is warning it is likely to lose
another five language services and around 30m listeners69. All of this is against the
backdrop of an increasingly crowded market. The World Service’s competitors are
expanding aggressively, from Al-Jazeera to Russia Today. China Central Television
(with its Orwellian acronym, CCTV) has seen a tenfold increase in overseas staff in
the last four years. As John Whittingdale MP, chair of the Commons culture, media
and sport select committee, said recently, ”We are being outgunned massively by
the Russians and Chinese… It is frightening the extent to which we are losing the
information war.”
The story at the British Council is the same. As the Chinese equivalents – Confucius
Institutes – expand rapidly (since their foundation in 2004, around 500 have been
established across six continents)70, government funding to the British Council has
been slashed by 26%71 leaving the organisation as little more than an English
language school in many regions. Yet the percentage of young people in emerging
economies who are interested in opportunities to work or do business with people
66. K Board & T Tinsley (2014) Language trends 2013/14: The state of language learning in primary and secondary schools in England.
CfBT Education Trust / British Council.
67. YouGov (2014) ‘What the Chinese think of us’ http://cdn.yougov.com/cumulus_uploads/document/rg1lebivab/YG-Archive-140121-ChinaData.pdf
68. J Holliday (2013) ‘BBC global news audience grows to record 256m’, The Guardian, 25 June 2013,
69. House of Commons Foreign Affairs Committee (2011) ‘The Implications of Cuts to the BBC World Service’
70. UCLA Confucius Institute, Confucius Institutes Worldwide, , http://www.confucius.ucla.edu/about-us/confucius-institutes-worldwide
71. British Council (2011) ‘Annual Report 2010-11’
72. British Council (2013) ‘Culture Means Business’
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and organisations in the UK rises from 33% to 44% if they have participated in a
cultural activity with the UK72.
For the same reason, we should welcome the influx of Confucius Institutes. Of
course, they must not be allowed to threaten the foundations of academic excellence (such as independence) on which UK higher education has built its
world-leading reputation. But, properly run, they will help us to better understand 1
in 5 of the world’s population.
Cultural connections, like any healthy relationship, require mutual effort and attention. The next government must reverse the acceptance – even encouragement – of
decline in the UK’s soft power. It is a much cheaper and more effective resource
than hard power.
The Best Connected Country in the World
For 350 years the UK has thrived in part through having the world’s largest port,
dominating global trade routes and being able to spread the benefits of these
interactions efficiently around the country. This historical legacy lingers on. But if
this small island in the North Atlantic wants to retain its place in the world rankings, we must not allow competitive advantage after competitive advantage to be
squandered. Like new volcanic islands in the ocean, the mountains are once more
starting to rise.
The less positive element of our historic trading success was the flattening of soft
mountains through the bulldozing of other cultures. This is not the type of country
that we wish to be. What we can be – and should strive to be – is the best connected country in the world, both physically and culturally. We can have lower
mountains than our competitors and be closer to the emperors who matter without
compromising our values. It is a thoroughly British model of success.
Those at the top will always find a means of scaling the mountains. It is only by
flattening them that the embedded inequalities of these interactions can be levelled
out. Otherwise: Shan gao, Huangdi yuan.

29

PROSPERITY AND STABILITY
the cost of a Brexit

Florence Rountree
The UK’s toolbox for working with China is better stocked than many other European member states. Our reputation is that of a trading nation, and our politics
tend more towards economic liberalism and free trade than some of our European
neighbours. It is in part thanks to this that the UK receives more Chinese investment
than any other European country, driven by an exponential increase over the past
two years. China has invested more in the UK since 2012 than in the previous
thirty years combined73.
The UK also has excellent people-to-people exchanges with China. The British
Council estimates that by 2024, 44 percent of the UK’s international graduate
students will be from China, and leading UK universities are building science and
technology ties through successful joint ventures in Chinese cities ranging from Beijing to Suzhou, Guangdong to Ningbo. At the end of 2013 the UK was the largest
global provider of Sino-Foreign joint degree programmes74. The BBC’s World
Service offers another valuable source of soft power, with British television dramas
also proving popular in China.
The UK Foreign & Commonwealth Office works hard to promote these non-economic ties between China and the UK, pushing non-governmental bodies to engage
with Chinese government departments and state-owned enterprises on the one
hand, and academic institutions, think tanks, and civil society groups on the other.
As testament to the success of these initiatives, in 2009 Professor Xinning Song
of Renmin University proposed that although Germany was at the time China’s
“number one trade partner” amongst EU members states, “the Chinese pay more
attention to the UK”75.
However, such examples are often cited without reference to the underlying thread
which drives this success: a good deal of the UK’s appeal to China exists because
we are viewed as an entry point into the EU. If this sounds unlikely, it is worth
bearing in mind that this is also one of the key benefits to the US of the UK-US relationship76. China values the UK as a ‘soft landing’ for their investments given our
favourable regulatory environment, which in turn allows easy expansion into other
European member states thanks to, for example, the EU common customs tariff. Our
relationship with China also benefits from our continued influence on EU policy. For
example, if the UK can encourage the EU to oppose protectionism, or relax export
restrictions to China, this is clearly in China’s interests.

73. UKTI (2014) ‘Britain Open for Business: The Next Phase’
74. Universities UK (2013) ‘The UK’s Relationship with China: Universities”, Parliamentary briefing by Universities UK, 6 November
2013
75. “Stars and Dragons: The EU and China”, House of Lords Evidence, Q497, 14 May 2009. http://www.publications.parliament.uk/pa/
ld200910/ldselect/ldeucom/76/9051402.htm
76. X Dormandy (2013) ‘How is US foreign policy changing and why should it matter to the UK?’ in D Alexander & I Kearns (eds.)
Influencing Tomorrow: Future Challenges for British Foreign Policy (2013)
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This article considers two aspects of the UK-China relationship that are strengthened
by our continued role as an EU member state: trade and the rule of law. The examples herein will serve to support two important conclusions: first, that UK China
policy and EU China policy complement each other, and these collective interests
are an asset; second, that the UK would be severely weakened in our ability to
build a strong UK-China relationship outside the EU.
Trade: Achieving mutual prosperity
Cities across the UK have put a great deal of effort into attracting Chinese investment through the use of ‘soft landing’ schemes for inward investors. These schemes
offer rent incentives, business development support, language support, and easy
access to the wider EU market. Take, for example, a 2010 working paper on
increasing Manchester’s connectivity with China, in which the advantage for
Chinese firms is clearly stated: “access to the European market”77, or the case
of Birmingham based firm NVC, established in 2009 as a subsidiary of China’s
largest lighting company, with the stated intention “to increase business in Europe,
using Birmingham and the UK as a gateway”78. The increased investment facilitated by these initiatives generates jobs and economic growth nationwide, and is an
important component of the UK’s “prosperity” agenda.
If the UK is to continue to benefit from this advantageous position, we rely on the
EU-China trade relationship remaining robust and forward-looking, or we waste
our strongest tool for trade. Over the past year, China’s slowing growth has been
accompanied by increasing outward investment and decreasing inbound foreign investment. This shift reflects China’s ongoing economic reform agenda, a
slow-moving process of successive “pilot” projects and navigating vested interests.
It is essential that we develop a trade policy that moves with this tide of Chinese
reform, instead of getting stuck on preconceived notions of China as a bottomless
marketplace for foreign capital. As well as attracting Chinese foreign investment,
it is equally important to remember that a strong, confident relationship between
equal partners is one where UK firms are also able to share in the Chinese market.
The previous EU trade commissioner, Karel De Gucht, focused heavily on developing EU-China trade, initiating negotiations with China on an EU-China bilateral
investment treaty whilst handling numerous trade disputes. Despite this, the environment for foreign firms in China continues to be difficult. The much anticipated
Shanghai Free Trade Zone has had little measurable benefit for foreign firms,
and the “Anti-Monopoly Law” has been criticised as a political tool for selectively
managing foreign investment. Negotiating such barriers requires trade agreements,
such as that signed between China and Australia in November 2014. This demonstrates the many advantages of a formalised free-trade agreement with China,
particularly in opening access to China’s services market and sectors of the Chinese
economy not deemed “strategically important”. It also presses home the importance of continuing to pursue an EU-China free-trade agreement on the back of a
77. L Chan & J Gomez (2010) ‘Increasing Manchester’s Connectivity with China’, New Economy Working Papers
78. ‘NVC Opens New Factory in Birmingham, UK’, 24 August 2011. http://www.nvc-lighting.com/newsContent.Aspx?ID=178
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successful bilateral investment treaty. Such an agreement could, for example, mean
European companies being consulted on standards for Chinese next generation
technology, the removal of discrimination against European public tenders, and the
prevention of European companies from being edged out of Chinese research funding, all of which improve prospects for UK companies, universities, entrepreneurs,
and workers.
The UK benefits from shaping negotiations for an EU-China free-trade agreement,
and would reap the rewards of an improved trade relationship, but we would be
very unlikely to secure a similar agreement on our own. There is nothing stopping
the UK from attempting to secure a UK-China free-trade agreement, but it would not
appear high on China’s list of priorities. Treaty negotiations take time, and China
is far more interested in securing regional agreements and agreements with larger
global economies. In 2013 the UK did not even appear in China’s top ten trading
partners, whilst the EU without the UK would remain comfortably in the top 10,
given Germany alone sits at number six79. Whilst the varied incentives for negotiating a free-trade agreement are more complex than simply finding your top trade
partner, it is reasonable to presume that the UK on its own would sit far lower than
the entire EU market in its significance for China.
Rule of law: Stability through dialogue
The strategic agenda for China and the EU was outlined at the 16th China-EU
Summit in November 2013, and it covers all the same themes as the key UK-China
policy priorities. These include prosperity, security, people-to-people exchanges and
sustainable development through energy security and science and innovation networks. Mutual prosperity is achieved through a strong trade relationship, outlined
above. However, as this list of priorities shows, there is more to developing a stable
relationship than trade links alone. This is particularly true in Asia, where disputes
are driven increasingly by domestic politics and historical tensions, despite strong
regional trade links. The UK experienced this during the ‘freeze’ in diplomatic relations with China which followed the Prime Minister’s meeting with the Dalai Lama
in 2012. Throughout this 14-month period, trade relations between China and UK
remained strong, yet there was clearly work to be done to create a stable, constructive relationship. If the UK and China are to continue improving our bilateral
relationship, we need work hard on achieving our non-economic goals.
Given the strong correlation in EU and UK priorities, it stands to reason that our
impact can be significantly improved with the rest of the EU working beside us.
One important area where we can increase our non-economic impact in China is
in the rule of law. This is absolutely central to China’s current development plan; we
know this because it was widely publicised as the focus for the recent 4th Party Plenum, a regular meeting of China’s Central Committee of the Communist Party (the
205-member political body comprising China’s top leaders). Engaging with any
country requires a degree of realism in choosing which priorities to pursue, based
79. Top 10 trading partners of the Chinese mainland’, China Daily, 19 February 2014. http://www.chinadaily.com.cn/bizchina/2014-02/19/content_17290565.htm
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on that country’s existing political goals, social conditions and potential sensitivities.
Taking a pragmatic approach to the UK-China and EU-China relationship (which
are strongly correlated) means focusing our combined efforts on an area where
realistic progress can be made, and China is increasingly receptive to engagement
and capacity building on rule of law.
This approach also provides a constructive base upon which to continue working
with China on human rights, which the UK defines as a priority in China. Maintaining a stable, productive UK-China relationship means approaching non-economic
issues in the same way as we approach economic issues: as equals, focussing on
mutual benefit and capacity building. As China looks to develop their political and
legal system, central and local governments, as well as advocacy groups and research institutions, are all keen to learn from the UK, the EU, and other EU member
states on our varied experiences using common and civil law. With the right support from the EU, the UK can have enormous impact in helping to advocate a legal
environment where individuals are treated fairly and personal rights are protected.
For this reason the UK government should support non-governmental exchange
on rule of law as a priority. We can maximise this impact through the EU, which
bolsters our own domestic efforts as well as providing an additional channel for our
work in the form of EU-China dialogues. There are many existing EU-China sectoral
dialogues that deal with trade, climate, energy security, food security, urbanisation,
agriculture, people-to-people exchanges, and human rights. Unfortunately, these
are not used to their full potential as it currently stands, too frequently operating in
isolation from one another when greater coordination would significantly increase
impact. Reciprocal engagement is vital here, for example, by matching the frequency of dialogues on anti-dumping measures (on which China is keen to engage with
the EU) with legal dialogues (a priority for the EU in terms of intellectual property
and human rights)80. If the UK is able to support the EU in leveraging these tools
more successfully, then progress can be achieved on non-economic issues in a way
that is acceptable to both China and the UK.
Conclusion
A 2013 report from the UK Foreign & Commonwealth Office found that “member
states broadly agree on the need for collective EU action [with China] and for the
EU to articulate a common set of messages [towards China], but that few are prepared to see a greater EU role come at the expense of constraining their bilateral
relationships [with China].81” Mitigating these concerns requires member states,
including the UK, to remember that a greater EU role in turn enriches bilateral relationships, and the two should not be allowed to become mutually exclusive. The UK
has many tools at its disposal for achieving its policy goals in China, but the impact
of these tools is maximised when channelled from the forefront of one of the world’s
major powers: the EU.

80. E Vivet & V de Lalande (2014) EU Strategic partnerships: Shallow political summits, active technical dialogues?, Institute for Research and Education on Negotiation. http://www.ecfr.eu/page/-/EU_SP_word_article_June_2014_with_annexes_V4-1.pdf
81. Foreign & Commonwealth Office (2014) Foreign Policy Report: Review of the Balance of Competences between the United Kingdom
and the European Union
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This is, however, not to undermine our national voice. We must simultaneously
develop and articulate a clear, focused UK policy for China and for the wider Asia
region. As part of this policy, the UK should increase engagement with China on
rule of law, both with and through the EU, and we should promote an EU-China
free-trade agreement in which the UK has a strong negotiating hand. The UK must
support and contribute to EU policy, and in return we will see considerable progress in the UK-China relationship.
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FEAR AND DELIGHT:

engaging with China on development cooperation
Jessica Toale
In July 2014, members of the BRICS group of countries signed the ‘Fortaleza
Agreement’. This brought into being the New Development Bank, more commonly
known as the BRICS Bank. The Bank, set up by Brazil, Russia, India, China and
South Africa to fund infrastructure and social development projects, heralds a new
era of South-South cooperation. However China’s role as a founding member and
equal capital partner has sparked intense commentary about whether the Bank
should be embraced as a welcome new development institution or feared as a
threat to the existing global liberal order and US-dominated World Bank and International Monetary Fund. Recent US attempts to block the creation of a China-led
Asia Infrastructure Investment Bank, signed into being in October 2014, is another
revealing example of this perceived threat.
Fear and mistrust of China is a lens through which much of China’s “development
activities” and wider foreign policy is viewed. However, China’s rapidly growing engagement can provide opportunities both for developing countries and for
established development actors, including the UK, to develop a more robust and
strategic political relationship with China.
China’s Development Policy
China has become a significant presence on the global development stage. Its
own achievement of lifting 600million people out of poverty has accounted for the
majority of global poverty reduction in recent decades. It is the largest contributor
to UN peacekeeping missions from the five permanent members of the UN Security Council with over 1800 personnel in Africa alone; and the scale of its support
for projects in the developing world far exceeds that of many other development
actors.
China’s development policy is a rapidly evolving, and often controversial, area
of policy, remaining distinct in many ways from OECD donor approaches to aid.
China, itself a developing country, is not bound by OECD definitions of official development assistance, nor does it see itself as an aid donor in the traditional sense.
Rather, it sees itself as an equal partner to many of the countries in which it invests.
China’s development policy is predicated on principles of mutual benefit, non-conditionality and non-interference. The majority of its official aid provision is disbursed through the Ministry of Commerce (MOFCOM), in cooperation with the
Ministry of Foreign Affairs and Ministry of Finance, in the form of concessional
loans for medium to large-scale infrastructure or productive sector projects. Unlike
Western donors, China does not provide general budget support and until recently
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has been less likely to invest in social development projects.
Increasing trade and business opportunities, including accessing essential mineral
resources to ensure economic stability at home, and the desire to project the CPC’s
approved national image abroad have been major drivers of China’s development
policy. While this is not necessarily distinct from other donor governments, China’s
approach has often been judged against that of Western Governments’ who tend to
place greater emphasis on the emotive moral responsibility for providing aid, and
who impose conditionalities around good governance. This approach fails to take
into account the realities of China’s own internal political and economic development.
Recently there have been notable shifts in the rhetoric of China’s development
policy. In its White Paper on development policy, released in July 201482, greater emphasis was placed on poverty reduction, improving livelihoods, promoting
economic and social development and shifting their spend focus to Least Developed
Countries. China has also consistently responded to criticisms of its approach by
increasing its support for large social projects like schools, hospitals and malaria
programmes. Most recently, it significantly increased its response to the Ebola crisis
following criticisms it wasn’t doing enough.
Awareness of these key drivers behind Chinese aid policy and the dynamics of the
complex and evolving global aid landscape will be crucial if the UK wants to build
successful development cooperation.
The Controversies: East vs West
Like many of its global engagements, much mistrust has surrounded China’s activities in other developing countries. Headlines about land grabbing, white elephant
projects, exploitative contracts and employment practices serve the narrative of an
aggressive and neo-colonial China out to upset the global order. In addition, as
State Owned Enterprises, and other Chinese businesses beyond the control of the
state, become increasingly active overseas, mounting resentment and fear, particularly amongst African and Latin American nationals, has added to this cacophony.
There have undoubtedly been instances of malpractice, self-serving behaviour and
engagement with regimes Western Governments would not support. This is often
perceived to have the effect of exacerbating corruption and poor governance at the
expense of wider social and political development83. Despite these well-reported
controversies, the reality is that many African governments welcome China’s investment. The vast array of reporting, spending and governance conditionalities that
some donors require are often blamed for causing African Governments to go East.
In other cases, China is the only player in town, providing quicker results and willing to invest in high-risk regions and sectors where traditional aid donors will not.

82. Full text of the 2014 White Paper in English is available at http://news.xinhuanet.com/english/china/2014-07/10/c_133474011.htm
83. See, for example, M Anderson, ‘African presidents ‘use China aid for patronage politics,’, The Guardian http://www.theguardian.com/
global-development/2014/nov/19/african-presidents-china-aid-patronage-politics
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Western Governments are also far from innocent of the crimes they accuse China
and Chinese owned companies of perpetrating. National interest dictates much of
the rationale for development spending, and the case is more forcefully made in
times of austerity at home. In addition to the reporting and policy conditionalities
Western Government’s impose on aid spending, interference in the affairs of developing country governments, contradictory policies, exceptionalism and selective
adherence to international treaties, failing to provide the type of aid African Governments need and want, and unsustainable 3-year project funding horizons are
often cited as criticisms of Western aid donor approaches.
Good governance and transparency are important frameworks that represent positive advancements in development practice, but in the eyes of some they often fail
to take into account the complexity of social development projects and developing
country government capacity to deal with an array of donors.
It is not yet clear whether the shift in emphasis in China’s latest White Paper will
genuinely affect the direction of development projects; but there is a case for the
UK and other Western donors to learn from China’s approach, expand their use of
financial mechanisms and work to streamline reporting requirements.
Multilateral Engagement
China’s multilateral engagement has also been a source of controversy for Western
Governments. China has benefited from the international multilateral system but
is increasingly, and understandably, dissatisfied with its lack of representation in
existing institutions.
For the most part China has engaged with an approach which Wang Yizhou, one
of China’s preeminent foreign policy commentators, calls ‘creative involvement’ – in
other words, a tactical way of engaging with institutions to minimise criticism. This
has raised concerns for Western policy makers that despite increasing activity,
China does not seem to have identified its interests with the preservation of existing
global institutions but rather uses its role to block efforts to build coalitions and
challenge the progressive norms upon which these institutions are built.
It remains to be seen how China’s involvement in multilaterals will evolve further.
The BRICS Bank and Asia Infrastructure Investment Bank are a significant step and
provide insight into how China intends to operate on an international stage. They
place China on a platform together and working cooperatively with other emerging
actors, despite China’s economic and financial ability to go it alone. This signifies a
desire to engage multilaterally on issues of mutual benefit.
There are some notable examples of where China has identified a distinct national
or economic interest to participating in multilateral initiatives with Western Governments such as in UN Peacekeeping operations or the Contact Group on Piracy off
84. W Yizhou (2012) ‘Creative Involvement: a new direction in Chinese foreign policy’ in M Leonard (ed.) China 3.0, European Council
on Foreign Relations
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the Coast of Somalia. Harnessing these areas of mutual interest for greater cooperation should be explored further.
What the UK can do
The aid and development landscape is undoubtedly changing. With the involvement of new donors from emerging economies and the development of the new Sustainable Development Goals in 2015, if the UK wants to continue to play a leading
and proactive role in global development trajectory and develop a more strategic
relationship with China across all fronts, it will have to reassess some of its priorities
and lead calls to reform multilateral institutions.
There are a number of pragmatic and practical steps the UK can take in DfID’s
programming, Whitehall cooperation and at multilateral level to more effectively
engage with China to promote global development objectives and multilateral
cooperation:
At DfID
To address some of the controversies in development programming listed above,
DfID should continue to increase its focus on capacity building programmes and
the ‘beyond aid’ agenda including bolstering efforts to help developing country
governments protect against the impact of bad business and create the conditions
to benefit from and attract Foreign Direct Investment. This includes support on how
to negotiate contracts, spot tax avoidance, build the skills and resources to provide
personnel for big investment projects, and undertake security sector reform. This
will also include work to understand how to support and promote enabling environments for the development of local private sector growth.
China’s MOFCOM employs around 100 people to manage its development
programming. There may be an opportunity for DfID to use its world-class staff and
knowledge to provide technical assistance and support to MOFCOM to help develop its capacity and learn how to better engage with civil society both in China and
the areas in which they are working. This will help build person-to-person, as well
as government-to-government, trust.
Across Whitehall
The UK will be in a stronger position to work and build trust with China if it acts to
address some of the existing inconsistencies in its foreign and development policy.
This will require strong efforts to work across Government departments to minimise
contradictions in UK policy on aid, trade, tax havens, financial regulation, technology, anti-corruption, climate change and migration which have disproportionately
negative impacts on developing countries. DfID must play a leading role in this
process and push for an ambitious strengthening of existing cross-departmental
working groups.
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At Multilateral Level
The UK must play an active role in reforming global institutional, building new
relationships and broad coalitions. The UK should be leading calls to ensure that
emerging economies are adequately represented in global governance institutions
and leading efforts to encourage the BRICS Bank to adopt open and transparent
processes with sound environmental and social investment models which aim to
benefit the most marginalised people.
As cross-border issues become increasingly important to global development and
security objectives, the UK will have to make greater effort to understand the motivations of Chinese development and foreign policy and identify the issues where
there is a substantial motivational overlap. This will help counter the defensive
multilateralism which currently characterises China’s engagement in existing global
institutions and facilitate the creation of cooperative international frameworks.
Towards a Mutual Cooperation
Aid and development policy is rarely an area explored for its potential to build
greater cooperation between the UK and China. However, understanding both the
perception and reality of China’s engagement on development, and how this is
evolving, can provide a window into its wider foreign policy drivers, help contextualise significant geopolitical shifts and reveal opportunities for mutual cooperation
and learning.
China’s development activities have provided an illustration of how as a country
it is shifting its approaches in response to internal and global pressure. The UK
now has an opportunity to work directly with China, and through new and existing
institutions, to build a more mature and strategic relationship.
We must not water down our commitments or values but as global trends and
development become increasingly shaped by cross-border issues the necessity of
working with China on issues from financial stability to conflict; climate change to
health will only increase. The necessity of a relationship with China on development
cooperation and other issue will become increasingly salient.
Building a relationship in an aid and development context can be part of a wider
strategy that opens dialogue, establishes trust and enables us to raise difficult questions in a way that a purely economic relationship does not. Ultimately stronger
collaboration between the UK and China on a political level will lead to better
outcomes for both the UK and crucially the people around the world we are trying
to help in our development programming.
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COLONIAL GUILT AND
CONTEMPORARY RESPONSIBILITY:
Britain’s role in Hong Kong

Joseph Dobbs
At the start of 2015, most foreign correspondents packed up and left Hong Kong,
while commentators in London turned their pens to more topical issues, as the city’s
bustling streets largely returned to normal. But the legacy of the 2014 Umbrella
Revolution will be long lasting as activists continue their struggle for democracy. The
protests have shone light on stark divisions in contemporary Hong Kong society, simply put, between pro-democracy and pro-Beijing forces. The international
community has not been divided in the same fashion however, with expressions of
support for democracy in Hong Kong being tempered by desire to maintain profitable relations with Beijing. What the Umbrella Movement has done is demonstrate
the foreign policy conundrum for Western liberal democracies: where does support
for universal values end in the pursuit of stronger relations with a more assertive
and powerful China?
Britain’s Responsibility to Hong Kong
For Britain, there is a unique historical relationship with Hong Kong, prompting
further questions as to our foreign policy options and responsibilities. Born out of
Britain’s colonial crimes, 19th century Hong Kong was a symbol of one Empire’s
abuse of another. In the 20th century, British administration would see Hong Kong
become a global financial centre, and a meeting point of distinct cultures. In the
post-war rush to dismantle the British Empire, the question of what to do with Hong
Kong lingered long. Britain’s declining influence was well articulated in 1982 when
only one senior member of the Chinese leadership attended a state banquet for
then Prime Minister Margaret Thatcher, while the rest toasted North Korea’s Kim
Il-Sung85. The inevitable return of Hong Kong to Chinese sovereignty meant that
between the Joint Declaration in 1984 and the Handover in 1997, Britain had the
unenviable task balancing the interests of Hong Kong people with the need to keep
China on side.
Seventeen years since Governor Patten gave a tearful goodbye to Hong Kong,
the city is at a crossroads, its future unsure. The principle of ‘One Country, Two
Systems’, in which Hong Kong is an unalienable part of China, but with a distinct
set of governing laws, is seemingly at its weakest point. For the British Government
the Umbrella Movement poses difficult questions, reveals shortcomings and has
allowed our colonial legacy to once again rear its ugly head. Does Britain have
a responsibility for Hong Kongers? If so, what of Britain’s responsibility to its own
people to pursue stronger relations with an increasingly important China?
85. A Travis, ‘Thatcher in row over sea slugs and fish lips on 1982 trip to China, papers show’, The Guardian, 22nd March 2013.http://
www.theguardian.com/politics/2013/mar/22/thatcher-sea-slugs-fish-lips-china
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Anson Chan, the former Chief Secretary revered in both the British and Chinese
eras, spoke for many Hong Kongers when she and Martin Lee (another icon of the
pro-Democracy movement) gave evidence to the Foreign Affairs Committee of the
House of Commons86. She believes that Britain has “legal and moral obligations”
to Hong Kong, and they must not be sacrificed in seeking to grow bilateral ties with
China.
Legally speaking the Joint Declaration, signed by the United Kingdom and the PRC,
does not require universal suffrage in Hong Kong. Article 4 stipulates that the Chief
Executive “will be appointed by the Central People’s Government on the basis
of the results of elections or consultations to be held locally”87, a process suitable
vague so as to allow Beijing free reign on this point. Articles 2 and 3 however
have been more clearly contravened, with the former demanding “a high degree of
autonomy” for Hong Kong and the latter stating the Special Administrative Region
will be “vested with executive, legislative and independent judicial power, including that of final adjudication.” Moreover the Joint Declaration also states that Hong
Kong will be governed by the Basic Law (Hong Kong’s mini-constitution), which
will remain unchanged for 50 years, i.e. until 2047. Ultimately however, Britain
would be on shaky legal ground if it hoped to claim the Joint Declaration had not
been followed, due to document’s lack of clarity, a reality that Britain is complicit in
creating. What the Joint Declaration does give Britain is the responsibility to ensure
Hong Kong’s “high degree of autonomy” for another 32 years.
The UK’s moral standpoint has also been called into question, by many commentators in China, and also by the likes of Dr Tim Summers of Chatham House, who
argues that the lack of democracy in Hong Kong under British rule leaves the UK
little moral high ground88. Some have used the lack of democracy under British
rule to mitigate Beijing’s actions, an argument that damns the world to repeat the
failings of the past. China must be held to a higher standard than a crumbling
colonial power, and for that matter so must the United Kingdom.
Former Governor, now Lord, Patten often talks of when he visited a mental hospital
in Hong Kong and was asked “how a country that prided itself on being the oldest
democracy in the world had come to be handing over his city to another country
with a very different system of government, without either consulting the citizens or
giving them the prospect of democracy to safeguard their future.89” The man with
the sanest question in Hong Kong was in a mental hospital. Moreover, Britain has
made commitments to democracy and universal values globally, not just in Hong
Kong. Hundreds of lives and billions of pounds have been spent fighting wars supposedly for this purpose. Of course Britain is not going to act every time its colonial
guilt is exposed, or its values challenged, but in the case of Hong Kong, Britain’s
86. House of Commons, Oral Evidence: Hong Kong, HC575, 16th July 2014 http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/foreign-affairs-committee/hong-kong-one-off/oral/12666.pdf
87. Joint Declaration of the Government of the United Kingdom of Great Britain and Northern Ireland and the Government of the
People's Republic of China on the Question of Hong Kong (1984), http://www.legislation.gov.hk/blis_ind.nsf/CurAllEngDoc/034B10AF5D3058DB482575EE000EDB9F?OpenDocument
88. T Summers, ‘Does the UK Have a Responsibility to Hong Kong?’, Chatham House, 9th October 2014 http://www.chathamhouse.org/
expert/comment/15979
89. C Patten, ‘Britain is honour bound to speak up for Hong Kong’, Financial Times, 2nd September 2014.
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moral obligations are supported by a legal interest and historical relationship with
the city enshrined by the Joint Declaration.
Before the UK’s responsibilities to Hong Kongers come its responsibilities to its
own people. Economically speaking UK-Hong Kong bilateral trade was worth
HKD108bn in 2013 (approximately £8.5bn)90, and the UK is the second largest
European source of Foreign Direct Investment into the city91. Britain’s unique bond
with Hong Kong, the strength of our soft power, and the fact Hong Kong remains
one of the global financial capitals means that the UK has a lot to gain from a
strong bilateral relationship with the city, and from the city remaining autonomous
and prosperous. On the other hand, Britain has its relationship with the whole of
China, which is far more economically valuable, to think of. Beijing has made it
clear that any ‘interference’ from foreign governments in Hong Kong will not be
tolerated, meaning a strong intervention on the part of the British government may
well harm Sino-British relations and potentially hinder Hong Kong’s own political
development. Britain’s foreign policy options are limited with regard to Hong Kong,
but by no means non-existent.
Britain must act to help Hong Kong, but in a way that does as little damage to
broader Sino-British relations as possible. Herein lies the problem. The Foreign
Affairs Committee of the House of Commons, has already made the right first move,
undertaking a review of UK-Hong Kong relations 30 years after the Joint Declaration. The Committee however cancelled their visit after the Beijing government that
they will be barred from entry into Hong Kong should they attempt to visit, leading
to protests from both the Committee and Downing Street92. The barring of British
parliamentarians should not be the decision of the Beijing government, but rather
the responsibility of an autonomous Hong Kong Immigration Department, adding to
the growing number of examples of the city’s autonomy being infringed.
Britain’s foreign policy options
Britain’s Hong Kong policy cannot and must not be separated from its broader
China policy. Lack of coordination between the two could result in both failing. The
policy recommendations outlined in this pamphlet, which will strengthen Sino-British relations, can allow Britain to increase its influence in Beijing, which can only
increase its options with regard to Hong Kong. Any direct engagement with Beijing
on the issue of Hong Kong should be carried out through the European Union.
In particular, Britain should use its position in the European Union to effectively
coordinate multilateral cooperation. In the context of Hong Kong, broad EU cooperation on the issue will limit the impact on bilateral relations with China, as the
latter cannot afford to risk trade with the former. Moreover, through pushing for a
EU-China Free Trade Agreement, the UK can increase its bargaining chips vis-à-vis
Hong Kong.

90. Government of Hong Kong SAR, ‘Hong Kong’s Principal Trading Partners’, http://www.tid.gov.hk/english/trade_relations/mainland/
trade.html
91. Ibid; Government of Hong Kong SAR (2014) ‘External Direct Investment Statistics of Hong Kong 2013’ http://www.statistics.gov.hk/
pub/B10400032012AN12B0100.pdf
92. ‘Hong Kong ban unjustified and counterproductive – minister’ BBC, 2nd December 2014. http://www.bbc.co.uk/news/uk-politics-30275320
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More specifically, Britain should support Hong Kong’s burgeoning civil society.
By doing this, the UK can help Hong Kongers work within the “One Country, Two
Systems” framework effectively, and strengthen bilateral people-to-people relations
at the same time. In effect, help Hong Kongers better help themselves.
The UK should fund think tanks in Hong Kong, and fund UK think tanks to establish
partnerships and projects in the city. Due to the lack of democracy in Hong Kong,
and the entrenched position of the city’s business elite in the legislative process,
effective non-governmental organisations have struggled to establish themselves.
The think tanks the UK should fund should not be focused specifically on the issue
of universal suffrage, in order to limit the accusation of foreign interference. By focusing on the city’s other woes, such as its rising youth unemployment and growing
housing crisis, the UK can help Hong Kongers develop the tools at their disposal to
facilitate democratic change. Moreover, by encouraging UK think tanks to develop
partnerships in Hong Kong, the government can expand the global reach of its
NGOs, building Britain’s soft power options.
The UK should expand its support for Hong Kong students, and support for British
students looking to study in Hong Kong. By increasing the number of ‘Chevening
Scholarships93’ (the FCO’s flagship scholarship scheme), and even developing
a new Hong Kong specific scholarship, the UK can help educate the leaders of
tomorrow’s Hong Kong, who will have the unenviable task of protecting the city’s
autonomy and increasing its prosperity.
Secondly, the UK should, through the British Council, expand its ‘Scholarships for
Excellence’ program, which allows students in England94 to fund study in Hong
Kong. This will increase people-to-people relations and increase the understanding
of Hong Kong in the next Britain’s future generations.
Increasing trade and investment with Hong Kong should be a focus of the next
government. This is both to the clear advantage of the British and Hong Kong economies, but will also demonstrate the continued importance of Hong Kong to the Chinese economy. To this end, the Chancellor of the Exchequer95 should lead a trade
delegation to Hong Kong, and establish in which other ways economic cooperation
can be enhanced. Currently, the Dutch are Hong Kong’s top EU investor, surpassing
the Netherlands should be a target of the UK government.
An unenviable task for all involved
The UK government has an unenviable task. It must engage effectively with China,
stand up for a Hong Kong under threat and the universal values its must uphold.
Hong Kongers too have a mammoth task ahead, fighting for their rights in the face
of a seemingly unwavering central government. Britain’s ability to support its former
colonial subjects is limited, and it would be very easy to prioritise less controversial
93. UK Government, Chevening Scholarships. http://www.chevening.org/
94. Because the scholarship is funded by the Department for Business, Innovation and Skills, it is not extended to students outside of
England, who are subject to devolved agencies. For more information see British Council HK, Scholarships for Excellence. http://www.
britishcouncil.hk/en/study-uk/scholarships/excellence
95. A visit led by a minister with a foreign policy portfolio, such as the Prime Minister or Foreign Secretary, would most likely cause
objections from Beijing.
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foreign policy challenges. However, Hong Kong hits at the heart of Britain’s struggle to reconcile its past, its present and its values, and this author for one would be
ashamed if his government did not act to support a people it once wronged, and
the values it professes to hold dear.
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About the Young Fabians China Programme
Throughout 2014 and 2015 the Young Fabians are running a China Programme,
designed to develop our members’ knowledge and understanding of China, and the
political, economic, social and cultural trends that are shaping it. The programme looks
specifically at the bilateral relationship between the UK and China.
This publication draws on perspectives and insights gathered from a series of events
on the UK-China relationship hosted by the Young Fabians during the first year of the
programme.
UK-Chinese Relations & the UK’s Place in the Asian Century: Challenges
and Opportunities
8th April 2014, London School of Economics
•
•
•
•
•

Zhang Jiming, Minister Counsellor, Chinese Embassy, London
Liam Byrne MP, Shadow Minister for Universities, Science and Skills and author
of Turning to Face the East
John Zai, Chairman, UK-China Student Entrepreneur Association
Tianran Cheng, President, LSE SU China Development Society
Stephen Perry, Chairman, 48 Group Club

Co-hosted with the Young Icebreakers and the LSESU China Development Society.
Chinanomics: Britain’s future in a China-driven world economy
23rd June 2014, House of Commons
•
•
•

Jonathan Fenby, former Editor of The Observer and the South China
Morning Post
Lise Bertelson, Executive Director of the China-Britain Business Council
Tim Page, Author of The Way of the Dragon & Senior Policy Advisor, Trades
Union Congress

Ruling the World? The Foreign Policy of a Rising China
28th October 2014, House of Commons
•
•
•

Kerry McCarthy MP, Shadow Foreign Office Minister with responsibility
for China
Isabel Hilton, Editor and CEO, chinadialogue
Rod Wye, Associate Fellow at Chatham House and former senior Foreign
Office diplomat

To get involved in the programme please email
internationalnetwork@youngfabians.org.uk.
You can also follow the hashtag #YFChina.
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But how is China to be understood? The language alone constitutes an
almost hopeless barrier
Lin Yutang, 1936
The words are as relevant now as they were then but the need for us
to understand China has increased exponentially. With one sixth of
the global population and now the largest economy in the world by
purchasing power parity, the rise of China will have an impact on
Britain. How we respond to it will shape our national prosperity and the
opportunities available to us all. This is why the Young Fabians have
asked: is the UK China-Ready?
This pamphlet sets out a number of ways that the UK can position itself
for that Asian future: acting now to develop a real long-term national
strategy for our engagement with China, acting across government,
working with our European partners and capitalising on
win-win opportunities.
– The ideas in this pamphlet are a manifesto for our engagement with
China in what is fast becoming the ‘Asian Century’
Rt. Hon. Liam Byrne MP, Author of Turning to Face the East
– The Young Fabians have played a crucial role in developing new
policies for the Labour Party. More than ever before their fresh ideas
and clear thinking will be important to creating the politics of the
new generation.
Rt. Hon. Ed Milliband MP, Leader of the Labour Party
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