Introduction
Since China first embarked on its reform and open policy in 1978, its economy, as
well as its role in the global economy and division has undergone dramatic transformation.
The greatest changes started in the 1990s, when China increasingly reintegrated into the
global capitalist economy and relied on an export oriented or yinjinlai “inviting in” strategy,
which led to huge amounts of Foreign Direct Investment (FDI) pouring into the country. The
influxes of capital, combined with the exploitation of China’s rural migrant labour force,
resulted in astronomical economic growth rates, averaging 9.1% between March 1992 and
December 2019.1
However, “inviting in” also created competition between different regions investing
in the same industries, which resulted in significant overcapacity in industries such as steel,
cement, and aluminium. The Chinese government encouraged moving overinvested
productive capacity abroad; overseas investment became seen as beneficial not only for
turning idle capacity into revenue but also for earning more foreign currency.2 This led to the
initiation of the zouchuqu “Going out” policy in the lead up to China’s accession to the World
Trade Organisation (WTO).
Since the mid-2000s there has been a significant increase in outbound investment. In
2016 China became the world’s second largest source of outbound FDI. Although China’s
outbound FDI (or Overseas Direct Investment, ODI) seemed to peak in 2016 and was
followed by a decline the following year (Figure 1) when the Chinese government, seeking
greater control, imposed some new restrictions, levels remained significantly higher than a
decade earlier.
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Figure 1. China’s net overseas direct investment from 1990 to 2017.
There are several factors driving China’s ambitions in expanding investment activities
overseas. Besides the ability of ODI to alleviate China’s overcapacity production, ODI in
overseas energy and raw material resources can provide relief for China’s need for energy
and raw materials for its economic growth. In developed countries, advanced manufacturing
and technological capabilities have been an additional key motivating factor for Chinese
investors. There are additional financial incentives, such as greater international use of the
RMB and unimpeded trade, as well as geopolitical incentives, such as acquiring assets in
strategic regions to allow the country to potentially assert itself in the region.
This report aims to look at some of the key issues that have emerged following the
upgrading of the political significance of Chinese overseas investment to the Chinese partystate that was signalled with the launch of Belt and Road Initiative (BRI). After first
providing an overview of the types of COI and how it is shaped by the Chinese government,
the report then considers two mechanisms that have aided China’s investment overseas and
its international expansion. It also examines three examples of strategic Chinese companies
that have significant overseas investment, and then focuses on China’s investments in the
Belt and Road regions of Africa, Asia, and Germany. Through this report, we ultimately hope
to generate discussion in civil society about the BRI and COI, and to develop tools for
environmental protection, the defense of the rights of those negatively impacted, and the
search for viable alternatives.

What types of COI are there and how it is shaped by the Chinese
government?
There are different types of overseas investments that China is concerned with. These
include:
1. Foreign Direct Investment (Inbound)

2. Foreign Portfolio Investment
3. Financial Investment
4. International lending and “aid”
5. Overseas Direct Investment (Outbound)
6. Overseas construction contracts often financed by Chinese banks
Most Chinese overseas investment involves state-owned enterprises (SOEs) initially. While
private capital has also been encouraged to invest overseas, SOEs remain a key player in
implementing infrastructure projects overseas, and state-owned financial institutions continue
to provide significant funding to overseas projects.
The policies of the Chinese government have played a significant role in shaping and
guiding the expansion of COI. Prior to 2016, Chinese government regulations were more
liberalised, requiring only approval for investments in “sensitive” sectors and “sensitive”
countries. However, after 2016, regulations became stricter on offshore remittances of funds,
transactions financed by foreign currency loans outside of China and secured by onshore
assets and Renminbi funds. Investment in sectors that support production capacity and
strengthen high-tech cooperation and cooperation in agriculture was encouraged, whereas
investment in sectors that may harm China’s national interests, such as real estate, hotels, and
military industrial technology was prohibited.
The Belt and Road Initiative (BRI) is a major avenue for outgoing COI. Drawing on
the legacy of the ancient Silk Road, the BRI’s aim is to develop trade and infrastructure
networks designed “to uphold the global free trade regime and open world economy in the
spirit of open regional cooperation”.3 The BRI has five major goals:
1.

To create policy coordination, intergovernmental cooperation, and coordination of
economic development strategies and policies

2.

To improve infrastructure and facilities connectivity through establishing a
infrastructure network connecting all the sub-regions of Asia, and between Asia,
Europe, and Africa

3.

To remove trade and investment barriers between countries

4.

To deepen financial cooperation by building a currency stability system, investment
and financing system, and credit information system in Asia

5.

To promote cultural and academic exchanges in BRI countries

By the end of 2018, non-financial investment by Chinese enterprises in BRI countries had
grown to US$15.64 billion, and China had listed 84 countries as part of the BRI. Such
investment has been going into the construction of trade and infrastructure networks, ports,
power stations, oil and gas pipelines, railway lines, roads, bridges, telecommunications and
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agriculture, as well as the development of coal, oil, gas, hydropower, nuclear, wind and solar
power (Figure 2).

Figure 2. Six major economic corridors of the Belt and Road Initiative. Image: HKTDC
The BRI is a flagship project of the Xi Era. It is politically prioritised, having been
included in the Resolution of the Third Plenum of the 18th Central Committee of the CCP
since it was first announced. It also is an exercise which promotes China through its claiming
of a legacy and construction of a vision for a globalized world in which China plays a critical
part. It is important to understand the BRI as one of China’s international economic and
political strategy, with a view of limiting potential human and ecological harm. This report
thus places more weight on COI in BRI countries and regions, although it recognises that the
expansion of COI is of global importance.

Mechanisms that Aid COI
1. Institutions
Many Chinese banks and financial institutions are responsible for providing loans to
finance infrastructure investments in BRI, and thus are important for initiative’s viability.
These include policy banks, Chinese state-owned commercial banks, state-backed investment
funds, and other multilateral institutions initiated by China.
Policy banks are financial institutions founded to support China’s economic goals. These
banks have been the leading institutions in support of Chinese overseas investments and
“going out” strategy. The China Development Bank is one such policy banks. It raises capital
by issuing bonds to institutional investors and foreign markets4 and has been a major lender
4
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supporting development and infrastructure projects domestically and internationally. The
CBD has supported BRI projects such as the Hong Kong-Zhuhai-Macau Bridge and the
Shykment Oil Refineries Project in Kazakhstan. Another policy bank is the Export-Import
Bank of China (Exim), which is the “designated institution to implement the Chinese
Government Concessional Load and Buyer’s Credit.” Major projects Exim has helped
finance include the Jujuy Photovoltaic Power Plant in Argentina, as well as the China
Railway Express that transports freight from Central Asia to Europe.
Other financial institutions financing BRI projects include the fully commercial banks
like the Bank of China and the Industrial and Commerical Bank of China, state-backed
investment funds like the Silk Road Fund5 and the Green Ecological Silk Road Fund, private
banks like the Maritime Silk Road Bank.6 Overseas banks such as HSBC and Standard
Chartered and multilateral institutions such as the Japanese-led Asian Infrastructure
Investment Bank, and the New Development Bank are also expected to be a potentially
significant source of financing for BRI projects, and Chinese companies are expected to
benefit significantly from contracts related to their lending.
These banks and institutions have their own social responsibility and environmental
protection guidelines. The China Banking Regulatory Commissions (CBRC) Green Credit
Guidelines require all banking institutions to comply “effectively identify, measure, monitor,
and control environmental and social risks associated with the credit activity.”7 Chinese
authorities have also set other guidelines requesting Chinese entities to abide by local laws
and regulations. However, mechanisms for monitoring and enforcing compliance with such
guidelines remain very weak, formal grievance mechanisms are lacking, and public oversight
is limited due to lack of disclosure about project information. Thus, it is imperative to
monitor the social and environmental impacts of the projects financed by such institutions.
2. Hong Kong
Hong Kong is another mechanism that aids the expansion of Chinese overseas
investment. It has long played a critical role in mainland China’s development strategies and
facilitated its global economic rise. In the late 1980s, as mainland China’s domestic market
reform deepened and central control was gradually relaxed, a lot of “window companies” of
mainland companies were set up in Hong Kong. In the 1990s, investment continued to pour
into Hong Kong as the Chinese government promoted outbound FDI to Hong Kong, and
Chinese provincial governments brought shell companies and floats in the Hong Kong stock
market. Roundtripping of investments, where Chinese capital is sent to Hong Kong so it can
re-enter China as FDI and receive the preferential treatment afforded to foreign capital, was
also and continues to be a significant phenomenon. By 1993, China had become the number
one investor in Hong Kong, with investment amounting to US $20 billion.
In 2003, Hong Kong and mainland China signed the Closer Economic Partnership
Arrangement (CEPA), a free trade agreement. The agreement and its subsequent supplements
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promote the reduction and elimination of tariffs, the liberalization of trade in services and the
promotion of trade and investment facilities. This made Hong Kong a good location for
mainland Chinese companies to gain access to capital and investors.8 Today, mainland
Chinese companies represent a significant proportion of all companies listed in Hong Kong.
At the end of 2019, there were 1,231 mainland Chinese enterprises listed on the Hong Kong
stock market, including private enterprises, “H share”9 and “Red Chip”10 companies.
Between them, these companies had a total market capitalisation of about US$3.4 trillion, or
73% of the market total.11
Hong Kong will continue to be an important tool in Chinese capital growth, having
been designated a role by China’s National Development and Reform Commission (NDRC)
in its Vision and Action plan for the BRI.12 In December 2017, Hong Kong Chief Executive
Carrie Lam signed an agreement with the NDRC on “Advancing Hong Kong’s Full
Participation in and Contribution to the Belt and Road Initiative.” Along with Macau and
nine other cities in Guangdong province, Hong Kong will become part of the “Greater Bay
Area,” earning a GDP of US$4.62 trillion by 2030 and consolidating its status as an
international finance, trade, transportation and offshore Renminbi hub.
However, Hong Kong’s inclusion in the Great Bay Area has not been popular for
various reasons. Firstly, there was the close relationship to Hong Kong’s political elites to the
BRI; former Hong Kong Chief Executive, Leung Chun-ying, had begun to heavily promote
the BRI while being director of two companies related to those development plans. Secondly,
one of the megaprojects related to the Greater Bay Area – the very exclusive13 Hong Kong
Zhuhai-Macau Bridge (HZMB) not only went overbudget, but also ran into numerous
controversies during its construction, caused harm to the environment and resulted in the
deaths of ten construction workers. The HZMB is the latest in a string of Chinese white
elephant projects unwanted by Hong Kong people that enforces the jurisdiction of Beijing
and its law enforcement agencies despite being on Hong Kong soil.
In 2019, growing resentment around increased political control by Beijing culminated
in the emergence of the anti-extradition bill movement and significant political unrest.
Interestingly, protestors targeted mainland Chinese capital, where the business had expressed
support for the government. Thus, a connection was made between mainland China’s
growing political influence and the activities of mainland Chinese capital in Hong Kong.
Unfortunately, most of the movement’s demands, which included the re-emergence of the
call for universal suffrage, went unanswered.
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Case studies of 3 Key Chinese Companies
As previously mentioned, the Chinese government has increasingly been promoting
and guiding the expansion of investments and related activities by Chinese companies overseas.
Here, we provide a very brief summary to three companies that have been significant in this
regard and which have played an important role in the BRI. We also discuss their investment
activities and associated problems.
1. COSCO
COSCO Shipping is a marine transportation and terminal operation multinational
conglomerate. It operates one of the world’s largest container fleets, and as of April 2020, the
Corporation had invested in 59 terminals all over the world.
COSCO shipping is one of China’s 96 Central SOEs under the State-Owned Assets
Supervision and Administration Commission of the State Council (SASAC). Some main
strategic functions of COSCO Shipping are: to expand trade and infrastructure networks, to
aid Chinese companies to invest and access market overseas, and to guarantee transportation
and importing of natural resources to China.
COSCO Shipping Ports is a notable subsidiary of COSCO Shipping that is important to
the BRI. In the recent years, the subsidiary has made significant investments in overseas
terminals in strategic locations around the world (Table 1).
Table 1: Overseas acquisitions and shareholding of COSCO Shipping Ports.
COSCO Shipping Ports
Overseas’ Acquisitions

Country

Shareholding (%)

Antwerp Gateway NV

Belgium

20

APM Terminals Zeebrugge

Belgium

85

Busan Port Terminal Co., Ltd.

Korea

4.89

COSCO-PSA Terminal Private Ltd.

Singapore

49

CSP Chancay Terminal

Peru

60

Euromax Terminal

The
Netherlands

35

Khalifa Port Container Terminal 2

Abu Dhabi

90

Kumport Terminal

Turkey

26

Port of Pireaus Terminal

Greece

100

Suez Canal Container Terminal S.A.E.

Egypt

20

SSA Terminals (Seattle Terminals), LLC

USA

13.33

Vado Reefer and Container Terminals

Italy

40

Valencia Terminal

Spain

51

The Port of Pireaus in Greece has been one of the most notable COSCO Shipping
acquisition (Figure 3). This investment is seen as significant due to its integration into the
BRI, China’s plans for the port’s rapid expansion and China’s pursuit of turning it into the
major container hub of the Mediterranean.

Figure 3. The port of Pireaus (Greece). Photo: Globalization Monitor
However, the port’s privatization and acquisition has been concerning from a labour
rights perspective. In 2018, Globalization Monitor visited the Port of Pireaus and spoke with
the trade unionists and activists about the acquisition of the port and how labour conditions
had been affected since COSCO had taken over part of the port’s operations. One problem
that was raised was the lack of discussion and dialogue; a trade unionist had only learned of
the sale of the port from the Chinese media. Trade unionists also reported anti-union activity,
deteriorating working conditions, inadequate health and safety training procedures resulting
in accidents, difficulties negotiating collective bargaining agreements, as well as the problem
of decisions being made far away in China.
2. CCCC
China Communications Construction Company (CCCC) is the largest port construction
and design company in China.14 CCCC has been highly involved in a significant number of
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infrastructure projects overseas. It has also been described as the BRI’s “biggest builder.”15
To facilitate its overseas activities, the company has established more than 240 branches,
research institutes, and service hubs in 118 countries and regions. Between 2014 and the end
of 2018, it signed overseas contracts worth US$170 billion.16 In BRI countries, it participated
in more than 1600 projects by April 2018.17 In 2018, the total assets of CCCC were worth
about RMB 922 billion. Like COSCO, CCCC is also a central state-owned enterprise and
governed by the SASAC.
The scale of CCCC’s overseas operations and international presence is perhaps worrying
however, given the exceptionally high number of corruption and malpractice scandals related
to its overseas activities. For example, in the East Coast Rail Link Project in Malaysia, which
was estimated to have cost US$20 billion, CCCC ran into problems of corruption,
overspending, and landed Malaysia in a huge debt to China. In Pakistan, the CCCCconstructed project of Gwadar Port led to the displacement of local communities, separatism,
and regional instability.
3. Sinopec
China Petrochemical Corporation (中国石油化工集团有限公司) or Sinopec Group is a
giant petroleum and petrochemical enterprise group. It is the world’s largest oil and gas
company, with revenues of more than US$430 billion in 2019. Like COSCO and CCCC,
Sinopec is also a central state-owned enterprise and governed by the SASAC.
Since China became the second largest oil consumer in the 21st century. This made
securing China’s energy supply the mission of Sinopec’s overseas operations. Consequently,
the Middle East became the first destination for overseas investment.18 In recent years,
Sinopec has continued to expand rapidly overseas, with the BRI providing further investment
opportunities for Chinese oil companies. By the end of 2017. Sinopec Group had
implemented or acquired 17 oil and gas cooperation projects in 10 BRI countries.19
One of the projects is Caspian Investment Resources Ltd. (CIR) in Kazakhstan. Originally
owned by Russian company LUKOIL, CIR has five oil and gas projects in Kazakhstan. In
2010, Originally owned by Russian company LUKOIL, CIR has 5 oil and gas projects in
Kazakhstan. In 2010, one of Sinopec’s overseas subsidiaries acquired 50% stakes in CIR with
around US$1.408 billion.20 Its output in 2013 was approximately 1.02 billion barrels, and the
15
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proved total oil and gas reserves were approximately 72.2 million barrels.21 In 2014, Sinopec
Corp agreed to buy the remaining 50% stakes for US$1.2 billion. Sinopec bought the
remaining 50% stakes for US$ 1.086 billion in 2015. 22
Sinopec’s operations have encountered and posed significant problems. Corruption has
been a major issue for the Sinopec Group, with some executives suspected and then jailed for
graft23 and the company being suspected of US$100 million of bribes paid to Nigerian
officials. As an oil conglomerate, the Sinopec Group’s activities pose significant
environmental risks. In South Sudan, where Sinopec is part of Dar Petroleum Operating
Co.,24 one of two major consortiums that operate there, the oil industry has caused severe
environmental damage by leaving hundreds of open waste pits and contaminating the soil and
water with toxic chemicals.25 This is believed to significantly affect the health of residents.
Workers for the Sinopec group have also sometimes faced lax safety standards and violations
of their rights. In 2013, Sinopec subsidiary SSEC Canada Ltd. was fined CAD $1.5 million in
workplace safety liability after the deaths of two temporary Chinese workers in 2007 at an oil
sands construction site.26

COI in Africa
China’s investment in Africa began in the 1950s. While investment initially was framed
around a narrative of aid and “third world solidarity,” China has since taken an interest in
Africa in relation to its resources, markets, and diplomacy. Trade and investment have grown
substantially; the number of Chinese companies operating in Africa increased from 800 in the
mid-2000s to 10000 in 2019.27 China has also been involved in financing and constructing a
significant number of infrastructure projects in various countries throughout Africa.
A lot of China’s investment in Africa has gone into resource and energy access,
infrastructure construction, and manufacturing. Access to resources has been one important
driving factor. Exports to China were still most in the form of natural resources as of 2015,
with crude oil, iron ore, diamonds and agricultural products comprising 56.5% of imports
from Africa in the first three quarters of 2015.28
At the same time, China has also shifting its labour-intensive industries to Africa to
export its excess capacity. It does so through developing infrastructure, either directly
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through construction or indirectly through providing enhanced infrastructure to support
exports and manufacturing. By 2018, China was financing one in five infrastructure projects
in Africa and constructing one in three.29
Chinese companies have also increasingly been setting up factories and investing in
manufacturing in African countries. One example is the Huajian group, one of the world’s
largest manufacturers of women’s shoes. It has been operating since 2011 in Ethiopia’s
Eastern Industrial Zone. Having opened a second factory outside of Addis Ababa in 2016,
Huajian has since expanded its investments. In 2019, the company signed an agreement to
operate Ethiopia’s Jinma Industrial Park, promising to invest US$100 million to construct
shoe manufacturing and coffee processing plants and to encourage other Chinese companies
to set up in the industrial park.30
Investment in industrial parks and Special Economic Zones (SEZs) have been a notable
strategy for investment (both resource seeking and manufacturing) in Africa promoted by the
Chinese government. Because the SEZs had played an important role in China’s own
economic “miracle,” China has also been promoting their establishment overseas. Presented
as a way to boost the economic development in the countries concerned, these zones would
also increase demand for Chinese machinery, improve infrastructure, thereby benefiting trade
and exports, and provide tax and other incentives for Chinese companies to invest. Since
2006, six SEZs were approved in eight Africa countries. However, these zones have
experienced different (and often limited) degrees of success.31
Loans are also a major form of Chinese capital flow to Africa. Many have gone to
financing major infrastructure projects often contracted to Chinese companies. Loans are
often resource-backed and while they may be “interest free” they may carry other charges and
fees that amount to interest.32 One of the ways Chinese loans work is called the “Angola
model.” In the 2000s, China identified Angola as a major supplier of oil, and when Angola
was in desperate need of rebuilding functioning infrastructure after a civil war, China made
an agreement with it where Angola accepted oil-backed credit from China’s Eximbank for
construction of such infrastructure. Because of the oil, China benefitted,33 but the agreement
left Angola without enough oil to sell on the open market for cash, which triggered an
inflation spike. It also meant that in the 2008 financial crisis, Angola had to borrow money to
make up the difference that it owes, resulting in debt.34 Recent loans to Ghana and Guinea
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has also posed similar debt risks, with one report pointing out that the repayment schedule
would demand a rapid increase in bauxite production and refining.35
One example of a project that has attracted Chinese investment has been the MombasaNairobi Standard Gauge Railway in Kenya. The Railway was part of the East-African
Railway Master Plan, which was a project aimed at rejuvenating and extending existing rails
in Tanzania, Kenya, and Uganda.36 The project was seen as strategically significant by
Chinese officials. In May 2914, Chinese Prime Minister Li Keqiang and Kenyan President
Uhuru Kenyatta signed the financing agreement to fund the railway. The total cost was
US$3.81 billion, and the Export-Import Bank of China would provide 90% of the financing.
China’s State councillor Wang Yong said that the railway would play an important role in
promoting BRI in Africa.37 For Kenya, the railway would significantly reduce travel time
between Mombosa to Nairobi. And in the first 17 months of operation, the railway has
attracted 2 million riders. However, the railway has been criticised for subjected to corruption
and bribery during its construction and bidding process,38 and it was exposed that Kenyan
employees in the project faced discrimination from Chinese counterparts.

Chinese Investment in Asia
While increased Chinese overseas investment in Africa has received much more attention,
the growth of China’s economic activities in Asia have also become increasingly notable for
their potential political implications and for the way that they have been reshaping the lives
of ordinary people and threatened the environment.
In addition to the general incentives and reasons for promoting overseas investment set
out in Part One of this report, there are some incentives for expanding investment and related
activities that are specific to Asia. For one, lower wages (including lower minimum wages)
and other benefits in some countries when compared with China have been additional factors
that make investing in developing countries in Asia more attractive to Chinese companies.
Perhaps more significantly, however, regional geopolitical interests and a desire to
establish itself as a dominant power in the region in the face of rival competitors such as the
US and Japan, may also be considered a motivating factor for establishing closer economic
relations and encouraging some countries to increasingly rely on China. China vies for
political and economic influence in Asia. Its attempts to establish itself as a regional
hegemonic power are increasingly evident, not only through its aggressive strategies in the
South China Sea, but also through its economic and investment activities.
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One significant form of investment that has grown in terms of value in Asia is China’s
FDI. According to official statistics, the value of China’s FDI stock in Asia increased from
US$447 billion at the end of 2013 to US$1.3 trillion at the end of 2018. Leading recipient
countries of Chinese FDI in Asia (outside of Hong Kong) include Singapore, Cambodia,
Myanmar, South Korea, and Pakistan. The significance of Chinese FDI flow to Asia varies
by region and country, and even though by global comparison, the amounts received may be
small, for some countries, Chinese FDI may still account for a significant proportion of all
FDI received.
China’s overseas investment in infrastructure are viewed as a way to gain the capital to
meet the development aims of the respective country’s government. The Thai government,
for instance, has sought Chinese investment and integration with the BRI for its Eastern
Economic Corridor development plan. Under this plan, Thailand hopes to attract US$46
billion in foreign investment (not only from China) for development of transportation
infrastructure and in strategic industries, in return for additional corporate and personal
income tax privileges.39 China is also expected to be a key financier in Duterte’s “Build,
Build, Build” infrastructure project in the Philippines, as well as many bridge and road
projects in Cambodia despite of rising concern from civil society about adverse impacts.
Some adverse impacts include violation of labour rights in Chinese companies and in
Chinese invested operations. Many workers were sent by unlicensed agencies and labour
brokers,40 and many have faced exploitation at the hands of the companies or dispatch
employment agency. In 2017, for instance, Malaysian media reported that Chinese migrant
workers working on the construction of the Forest City project in Malaysia were facing wage
arrears and had not been provided with the proper work visas after being cheated by agents in
China to whom they needed to repay huge loans.41 Tensions have also emerged where the
local population have felt that Chinese workers were being employed at the expense of the
employment of local workers. Land use and environmental degradation are also problems.
The Sino-Myanmar pipeline project has also been met with opposition from local
communities due to negative impacts on livelihoods and inadequate compensation for loss of
land. In the Batang Toru rainforest on Sumatra in Indonesia, the development of a US$1.6
billion hydroelectric dam has raised concerns due to the threat it poses to the habitat of the
endangered Tapanuli orangutan and the Sumatran tiger.
Debt and occupation have been another significant impact on countries due to Chinese
investment. Some loans by Chinese banks to overseas countries are backed by natural
resources, a notable example being oil, meaning that the country may be required to pay off
the debt using the resource, regardless of the domestic need. The same is true of
infrastructure as in the case of the Hambantota Port in Sri Lanka. Only China was willing to
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finance the project.42 Critics argued that China’s consideration of the port was geopolitical
rather than economical—the new port could become its strategic foothold and navy base in
the Indian Ocean.43 Financed by the Exim Bank of China and constructed by China Harbour
Engineering Company (CHEC) and Sinohydro,44 the port ended up being an economic
disaster. It was unable to attract passing vessels, and by the end of 2016, the port’s total
losses had reached 304 million USD.45 In an attempt to pay off its debts, a new Sri Lankan
government entered negotiations with China. In the end, Sri Lanka agreed to hand over the
Hambantota port to China Merchants Port Holdings Co., Ltd on a 99-year lease.46

Chinese Investment in Germany
Germany has been one of the major and most appealing recipients of Chinese overseas
investment amongst European countries. As China has sought to expand international
connectivity and transportation routes to Europe as part of the BRI, Germany has been
integrated as a destination for trains departing from China to Europe. Between 2000 and
2015, Germany received a cumulative total of EUR7,905 million in Chinese FDI.47
Chinese companies have made investments in Germany because of its advanced
manufacturing capabilities. Germany has been seen as a location from which China might not
only benefit from acquisition of industrial assets but also from the related advanced
knowledge and expertise. Other related reasons include Germany’s leading international
position and competitiveness, the ability to open up access to other European markets, as well
as the good reputation of the “Made in Germany” label.48 Related to these aims, the most
important sectors for Chinese FDI in Germany have been automotive and industrial
equipment, renewable energy, consumer products, and finance and transport services. The
majority of these investment in Germany take the form of acquisitions (Table 2), which
accounted for 82% of Chinese FDI in 2015,49 because it allowed for quick entry into the
market and rapid acquisition of knowledge and assets.
Table 2: Examples of recent notable Chinese acquisitions in Germany
Year

Acquisition
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2011

Lenovo acquired a 51% stake for US$900 million in technology and consumer
electronics company Medion.

2012

Weichai Power acquired a 25% stake in truck maker KION for 738 million euros. At the
time it was China’s largest direct investment in Germany.

2014

AVIC Systems (a subsidiary of aerospace and defence conglomerate AVIC) acquired
automotive systems manufacturer Hilite International for 473 million euros.

2015

China’s Zhongding Sealing Parts Co. Ltd acquired a 100% share in injection moulder
company Wegu Holding GmbH for 95 million euros.

2016

China National Chemical Corporation (ChemChina) acquired a two-thirds stake in
machinery manufacturer Kraus-Maffei for 925 million euros. At the time it was the
largest Chinese acquisition of a German company.

2016

Beijing Enterprises Holding Limited acquired 100% of waste management comp`any
EEW Energy from Waste for 1.4 billion euros. The acquisition was agreed only a few
weeks after the acquisition of Kraus-Maffei.

2016

Investment group Fosun International Ltd. acquired 99.91% of equity interest in private
bank Hauck & Aufhäuser for 210 million euros

2017

Midea acquired a 94.55% stake in robot manufacturer Kuka for 4.5 billion euros.

2017

Biotest Pharmaceuticals agreed to a 1.3 billion takeover deal by China’s Create Group
Corp.

2017

China’s HNA Group acquired a 700 million euros (3.04%) stake in Deutsche Bank AG.
Later that year it was revealed that HNA’s stake had risen to just under 10%.

2018

China’s Geely Group acquired a 7.3 billion euros (9.7%) stake in Daimler – the biggest
Chinese investment in a global automobile manufacturer to date.

Because Germany is seen as a country of such key importance for Chinese investment,
Globalization Monitor visited Germany for two weeks in November 2018 to learn from
works council members, trade unionists, and other activists and experts about their
experiences related to Chinese investment. We visited two locations: 1) North RheineWestphalia,50 an early industrial area with a rail route terminal and where Chinese companies
have been acquiring manufacturing plants (Figure 4); and 2) Hamburg, a city with many
European headquarters of Chinese companies and where a new container terminal built and
operated by Chinese companies was planned.51
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Figure 4. View from the Alsumer Berg in Duisburg Marxloh: the North Rhine-Westphalia
area was an early industrial centre. Photo: Globalization Monitor.
In North Rheine-Westphalia, we met with the representatives from works council and
trade unions associated with four companies with different ownership types that had been
acquired by Chinese investors (Table 3). There, representatives communicated to us the
difficulties workers faced with regards to company acquisition and lack of communication
between new owners and work councils, workforce reduction, shifts in production to
locations with cheaper costs, lack of works council participation in company decision
making, cultural differences, language and cultural barriers between local employees and new
Chinese management, and barriers in understanding democratic decision-making, local
laws, and workers rights.

Table 3: Four North Rheine-Westphalia companies, their ownership type, and their
workforce reduction since Chinese investment acquisition.
Ownership Type

Original
Workforce

A

SOE

270

220

-18.5

B

Private mainland Chinese
capital

N/A

350 (280
permanent and 70
contract workers)

N/A

C

Private mainland Chinese
capital

700

200

-71.4

D

Hong Kong capital

594

480

-19.3

Company

Workforce in
2018

Workforce Reduction
(%)

In Hamburg, a very different story appeared to be unfolding. Hamburg port is the largest
port in Germany and the third largest in Europe. Handling 8.9 million TEUs of containers in
2016, it ranked 17th globally in terms of the volume of container throughput.52 Despite its
significance in Europe and globally as a major transportation and logistics hub, Hamburg port
has been shrinking in size in terms of land used for port activities and volume of cargo
handled. However, in 2017, Hamburg Port Authority opened a competition to develop part of
the port (Figure 5). Shanghai Zhenhua Port Machinery (ZPMC) Germany GmbH and its
parent Chinese company, China Communications Construction Company (CCCC) won the
competition. CCCC would be responsible for all the construction work, thereby gaining
greater control over the constructed terminal and its operation. Concerns related to the
Chinese construction and operation of the port include: a loss of local jobs, lack of a
democratic and transparent construction and bidding process, potential salary reduction, poor
workplace conditions, Chinese occupation of the port (see the case of the Hambantota Port in
Sri Lanka), and lack of revenue circulation back to the local economy. The lack of resistance
from local trade unions also made it difficult to challenge problematic labour aspects of
Chinese investment in the port of Hamburg.

Figure 5. The proposed site for the new container terminal in Hamburg. Photo: Globalization
Monitor.
Chinese investments in developing countries have been criticised for their potential
adverse impacts on labour, local people, and the environment. Our research shows that
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investments in Western countries in Germany can be no less problematic, despite the
different nature of the investments and its impacts caused by differences in economic and
political situations. Comparing and sharing experiences related to Chinese investment
between countries can be greatly beneficial to those who are affected.

Conclusion and Recommendations
BRI opportunities have been presented as “win-win” situations. Overseas governments
and political leaders have often welcomed Chinese investment opportunities if they view it as
politically and economically advantageous. Some even using the BRI to affirm their own
vision or legacy.
But are such wins guaranteed? The BRI and Chinese investments are clearly designed to
be advantageous to China itself. Chinese overseas investment certainly increases profits
(including that of major state-owned companies), but it also allows for geopolitical gain and
long-term economic benefits such as market access and access to technological
advancements.
There is evidence that Chinese investments often do not constitute a “win-win” for the
local governments or ordinary people in the countries concerned. Problematic areas include
treatment of local people, workers (local and Chinese) and the environment; corruption; high
costs and debt. These problems are not unique to Chinese investment, but they are significant
for a number of reasons: because of the speed at which China has transformed itself into a
global economic superpower, and how its overseas investments are guided, controlled, and
given signifcant political weight by the party state to various degrees.
Despite the Chinese government having a number of non-binding guidelines to Chinese
companies investing overseas for better labour practices and adherence to local laws,
mechanisms to enforce them are lacking. Lack of job creation for local workers, differing
treatments concerning wages and benefits, language and cultural misunderstandings, as well
as exploitation of overseas Chinese workers themselves are critical labour issues tied to
Chinese overseas investment. Poor labour standards are by no means unique to Chinese
investment, but there are unique challenges to building international solidarity among
workers to resist Chinese capital and labour exploitation overseas, especially since the only
trade union in China is a state organ and China itself has advocated for limiting the influence
of overseas unions to maintain an attractive environment for Chinese investors.53
Chinese overseas investment has also been the cause of environmental issues such as
pollution, destruction of habitats and natural resource depletion, as well as the displacement
of local people from their livelihoods and homes. Chinese projects have posed risks to
biological diversity – threatening 91,222 protected areas and 265 endangered species.54 And
while Chinese companies have frequently faced fines for environmental damage, this means
very little in an area where the harm done could potentially be long-term or irreversible.
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Similarly, despite the Chinese government repeatedly stating its commitment and issuing
guidelines and regulations for environmentally sustainable investment and advancing clean
energy, such as the Guidelines for Environmental Protection in Foreign Investment and
Cooperation from 2013, the exploration and development of coal, oil, gas, and minerals
infrastructure has increased as part of BRI.55 These are energy sources that have significant
adverse environmental impacts, contributing to global warming.
Like companies from many other countries, Chinese companies have been frequently
accused of corruption related to their overseas activities. Nevertheless, the scale and lack of
transparency and corruption related to some Chinese companies is particularly notable.56
Debt has also been an adverse result of countries taking Chinese (especially resource-backed)
loans; many have not been able to repay them, and as a result, has either landed in huge debt
like Angola, or have had to lease out port infrastructure to China for an extended period of
time, like Sri Lanka.
In view of these challenges Chinese overseas investment poses to people and the
environment, what might civil society organisations and affected interest groups do to
counteract, improve, or limit adverse effects of the investment? And what might be done to
help defend the rights and interest of workers and local populations in recipient countries? In
the table below (Table 4), we provide a non-exhaustive list of suggested starting points and
questions to consider. These are not solutions but potential areas to apply pressure to
advocate for change and improvement, to initiate further exploration and discussion with a
view for actions being taken on the ground.
Table 4: Starting points and questions for civil society organisations in advocating for
improvements in COI projects.
Prior to agreement/

Post commencement of a

Upon completion of a project

investment/commencement project
of a project
•

Host countries of Chinese
investment should insist
on terms ensuring
protecting good labour
conditions for all workers
and the provision of skills
training for local workers
as part of investment
agreements and project
tenders. Can local civil
society lobby
governments in host
countries to ensure this?

•

•

Legal Redress: Have there
been violations of local
laws? What are the
mechanisms to hold
companies accountable?
Supply Chains: How do
the Chinese companies
(especially in
manufacturing) fit into
global supply chains? Can
buyer and consumer
pressure have an impact

•

•

Is the investment useful and
is it having a positive impact
on local communities? Is
any infrastructure
constructed being used?

Are there any negative
impacts on local
communities and the
environment?
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•

•

•

Will the project create
well paid decent jobs
locally? Where workers
will be hired from China,
can steps be taken to
ensure that this is carried
out in accordance with
local laws and regulation,
and can these workers be
provided with information
to help them integrate
with local communities
and with knowledge of
their legal rights and how
to protect them?

on overseas activities,
especially as Chinese
brands become more wellknown?

•

•

Will the project have a
positive impact on local
communities and society?
Will the project harm the
environment? Have
meaningful and valid
Environmental Impact
Assessments been carried
out and are steps being
taken to protect the
environment? If the
project will cause
potential harm, is it
possible to ensure
widespread awareness of
this and build a campaign
against the project?

•

Lending institutions:
which organisations will
be financing the project?
What are their
environmental and social
impact criteria? Is it
possible to put pressure on
lending institutions to
increase minimum
standards of social
responsibility?

•

Is it possible to reach out
to other communities
affected by similar

•

•

Are there mechanisms to
report or put a halt to any
damage being done?

•

Have those promised
compensation received it in
full and are they satisfied
with the situation? If not can
further support be provided
to remedy any problems?

•

Might experiences with this
investment or project be
useful to other groups facing
similar projects in mitigating
any adverse impacts? Is it
possible to make this
information available?

Lending institutions: is the
project meeting their
social and environmental
commitments? Are they
aware of any violations or
malpractices?
Worker organising: are
there trade unions or
community organisations
that might be able to
support workers? Are the
affected workers already
members of a trade union?
If so, how supportive is it
being? Is it possible to
contact/support / build
links between local and
imported Chinese
workers?
International solidarity:
While the problem of a
lack of freedom of
association and a genuine
union in China makes
solidarity between
workers’ organisations in
mainland China and
recipient countries more
challenging, can
international solidarity
and worker exchanges be
built between workers in
different overseas
countries affected by
Chinese investment (and
could this include workers
in HK)?

investment and learn from
their experiences?
•

Can relevant laws,
regulations and grievance
mechanisms governing the
project be mapped out?

