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HOW SERIOUS ARE CHINA’S EFFORTS  
TO “GREEN” THE BELT AND ROAD?
For the last decade and a half, China has taken 
a prominent role in investing in and developing 
infrastructure projects around the world, particularly in 
the energy sector. These investments, which since 2013 
have been loosely connected under the banner of the Belt 
and Road Initiative (BRI), have garnered a great deal of 
attention and criticism for their geopolitical, financial, 
and environmental implications. In response, China 
has launched a wide array of multilateral initiatives of 
varying scope and ambition to “green” the BRI. While 
just recognizing the problem is a positive step for China, 
these initiatives are generally too voluntary to be effective, 
too duplicative to be adding value, and too opaque to be 
adequately assessed.

Though exact figures are hard to come by, China’s 
overseas investments reached a peak of $183 billion in 
2016, and its $38-45 billion in overseas development 

finance is estimated to represent approximately a third of 
global official development assistance (ODA) each year. 
China’s two largest policy banks—the China Development 
Bank (CDB) and the China Export-Import Bank 
(EXIM)—now provide as much energy finance to foreign 
governments as all multilateral development banks 
(MDBs) combined. With more than a fifth of this money 
going toward coal since 2001 and fully three-quarters to 
some sort of fossil-fuel investment, the climate change 
implications of the BRI are highly problematic.

The development of these energy sector projects is 
framed by two fundamental strategic issues: (1) the 
need to provide adequate supplies of affordable energy 
to sustain growth, and (2) the imperative to reduce 
emissions to tackle global climate change. Luckily, 
marrying these two objectives to achieve sustainable 
energy-fueled growth is more possible now than at 
any time in the past. The task is to figure out which 
strategies for engaging the BRI will be most effective 

THE ISSUE
As China comes under increased scrutiny over its global energy investments, Chinese authorities have announced a series 
of multilateral initiatives to “green” its Belt and Road initiative (BRI). Of these, the BRI International Green Development 
Coalition and the Green Investment Principles for the Belt and Road Development show the most promise, yet they are 
in danger of failing to deliver on their stated goals. As long as investors on the ground only need to follow host countries’ 
environmental standards and Belt and Road members can free ride on Chinese “green” initiatives, investment along the Belt 
and Road—particularly in new fossil fuel energy infrastructure—will undermine China’s political rhetoric and climate targets. 
While just recognizing the problem is a positive step for China, these initiatives are generally too voluntary to be effective, too 
duplicative to be adding value, and too opaque to be adequately assessed.
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in delivering these outcomes. This brief explores the 
BRI and some of China’s recent attempts to turn the 
BRI “green,” particularly through the BRI International 
Green Development Coalition and the Green Investment 
Principles for the Belt and Road Development. 

China would like the world to see its so-called “Belt and 
Road 2.0” underpin a grand new era of Chinese leadership, 
replete with sustainable development, economic growth, 
and continental interconnectivity. However, it remains 

unclear whether these new initiatives will deliver on 
the values they were created to uphold. Ultimately, this 
will depend on China’s ability (and willingness) to truly 
transition the BRI from opaque bilateral deals to inclusive, 
results-driven multilateralism and whether it can add teeth 
to its voluntary guidelines and standards.

BELT AND ROAD: ALL-ENCOMPASSING 
SLOGAN OR GRAND STRATEGY?
Since it was first announced in 2013, the BRI has grown 
to cover nearly every aspect of China’s foreign and 
economic policy. As much an “all-encompassing slogan” 
as a centralized grand strategy, the BRI reflects both the 
best and worst of China’s foreign policy. On the one hand, 
there is little doubt that Central and Southeast Asia—not to 
mention the African, Latin American, and Eastern European 
countries that now also form part of the Belt and Road—are 
suffering from a growing infrastructure gap and that China 
has the surplus capital to help fill it. On the other, provincial 
governments and private companies have been able to 
use the BRI slogan to engage in infrastructure projects 
of varying quality and environmental sustainability, and 
without consideration for host countries’ debt repayment 
capabilities, which has led to growing criticism of the BRI 
and hurt China’s reputation.

Part of the perceived problem with the BRI was that the 
scale of its ambition was not matched by the requisite 
governance infrastructure or institutions to support 
it. As such, the BRI has also become the focal point of 
China’s recent attempts to reshape the international order 
(and its reputation with it) by building new multilateral 
institutions, such as the Asian Infrastructure Investment 
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While just recognizing the problem is  
a positive step for China, these 
initiatives are generally too voluntary  
to be effective, too duplicative to be 
adding value, and too opaque to be 
adequately assessed.
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Bank (AIIB) and the New Development Bank (NDB). While 
BRI projects continue largely to be bilateral exercises 
between governments—including, quite often, provincial-
to-provincial agreements—Xi Jinping’s attempts to turn the 
Belt and Road Forum into an international summit reflect 
China’s increasingly sophisticated international statecraft 
and growing ambitions. 

CHINESE FOREIGN INVESTMENT
In the years since the global financial crisis disrupted 
China’s export-oriented growth model, China has grown 
to become the world’s largest source of foreign direct 
investment (FDI) and ODA. According to AEI’s China 
Global Investment Tracker, Chinese investment and 
construction since 2005 has exceeded $2 trillion, over a 
third of which has been in the energy sector.1 Figure 1.1 
shows how Chinese investment steadily increased over 
the last 10-15 years, before starting to decline in 2018. 
This decline has been driven by a large fall in transactions 
by state-owned enterprises, who have had less support 
from Beijing for global activities, as well as by recent trade 
disputes with the United States. Developed countries, such 
as the United States, Australia, and the United Kingdom, 
have been the most popular destinations for investment, 
as have energy-intensive countries like Russia, Brazil, and 
Canada and countries with fast-growing energy demand 
like Indonesia and Pakistan (Figure 1.2)

Figure 1: Chinese Overseas Investment

Source: “China Global Investment Tracker,” American Enterprise Institute,  
https://www.aei.org/china-global-investment-tracker/

Chinese authorities have promised to deliver trillions of 
dollars in investment throughout the Central and Southeast 
Asian regions to fill large and growing infrastructure gaps. 
Unsurprisingly, many countries initially welcomed Chinese 
investment with open arms, particularly those in desperate 

need of additional energy capacity to meet the demands of 
growing economies. Pakistan famously signed on in 2015 
to establish a China-Pakistan Economic Corridor (CPEC) 
between Gwadar, a port in southern Pakistan, and the 
Xinjiang region in western China. Pakistan’s prime minister 
at the time, Nawaz Sharif, proclaimed that “friendship with 
China is the cornerstone of Pakistan’s foreign policy.” With 
the collection of projects now estimated to be worth some 
$62 billion, the economic corridor was meant to be a huge 
injection into Pakistan’s economy and an investment in its 
energy future for decades to come. 

Instead, CPEC has become emblematic of growing wariness 
of BRI projects, with environmentalists voicing increasing 
concerns over the type of energy projects being built 
and economists lamenting the conditions of Chinese 
lending. Even with only about a third of CPEC projects 
materializing so far, Pakistan has needed to go to the IMF 
to seek a financial bailout as its debts mount, foreign 
reserves dwindle, and international lenders balk at its 
economic outlook. Sri Lanka had a similar experience with 

the development of its port, Hambantota, 
which is now subject to a 99-year lease to 
China while Sri Lanka is mired debt from 
the project. The experience of countries 
like Pakistan and Sri Lanka have led several 
commentators to refer to the BRI as China’s 
“debt-trap diplomacy,” an image China is 
now desperately trying to avoid.

Furthermore, China has come under fire 
for the environmental track record of 
BRI projects. Following these criticisms, 
at the first Belt and Road Forum in May 
2017, President Xi Jinping noted in his 

keynote address the need to pursue a “new vision of green 
development and a way of life and work that is green, low-
carbon, circular and sustainable.”

To a concerning degree, one simply must hope China will 
back up its rhetoric with action. BRI countries comprised 
approximately 19 percent of all CO2 emissions in 2014, still 

In the years since the global f inancial 
crisis disrupted China’s export-oriented 
growth model, China has grown to 
become the world’s largest source of 
foreign direct investment 

https://www.brookings.edu/wp-content/uploads/2017/04/chinas-emerging-institutional-statecraft.pdf
https://sites.tufts.edu/cierp/files/2018/03/CPL_ChinaOverseasDev.pdf
https://www.aei.org/china-global-investment-tracker/
https://www.aei.org/china-global-investment-tracker/
https://www.csis.org/analysis/not-so-fast-beijing-reins-outbound-investors
https://www.aei.org/publication/chinas-global-business-footprint-shrinks/
https://www.wri.org/publication/moving-green-belt-and-road-initiative-from-words-to-actions
https://www.wri.org/publication/moving-green-belt-and-road-initiative-from-words-to-actions
https://reconnectingasia.csis.org/analysis/entries/cpec-at-three/
https://www.csis.org/analysis/pakistans-gwadar-port-new-naval-base-chinas-string-pearls-indo-pacific
https://www.businessinsider.com/r-chinese-president-to-launch-economic-corridor-link-in-pakistan-2015-4
https://www.scmp.com/comment/insight-opinion/united-states/article/2169365/why-pakistan-backing-away-chinese-funded
https://www.scmp.com/comment/insight-opinion/united-states/article/2169365/why-pakistan-backing-away-chinese-funded
https://www.scmp.com/comment/insight-opinion/united-states/article/2169365/why-pakistan-backing-away-chinese-funded
https://thediplomat.com/2019/06/can-china-solve-pakistans-energy-crisis/
https://www.imf.org/en/Publications/CR/Issues/2019/07/08/Pakistan-Request-for-an-Extended-Arrangement-Under-the-Extended-Fund-Facility-Press-Release-47092
https://www.imf.org/en/Publications/CR/Issues/2019/07/08/Pakistan-Request-for-an-Extended-Arrangement-Under-the-Extended-Fund-Facility-Press-Release-47092
https://www.csis.org/analysis/game-loans-how-china-bought-hambantota
https://globalriskinsights.com/2019/05/china-debt-diplomacy/
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below China’s 28 percent contribution (see Figure 2). At a 
combined 48 percent, China and BRI countries emit roughly 
as much CO2 as the rest of the world combined. China’s 
choices, therefore, with respect to what fuel sources it chooses 
to invest in and the environmental standards it imposes on 
its foreign investment, will be an important factor in how 
successfully the world deals with the climate crisis.

Figure 2: Belt and Road Carbon Emissions  
in Context

Source: Global Carbon Project, Global Carbon Budget 2018,  
http://www.globalcarbonproject.org/carbonbudget

Unfortunately, of the $540 billion in energy investment 
made by Chinese development banks since 2005, 74 percent 
has gone towards hydrocarbon-related projects (see Figure 
3).2 A World Resources Institute report similarly found that 
the vast majority of energy-sector investments made under 
the BRI were in fossil-fuel assets that will lock countries 
into carbon-emitting fuel sources for decades. They 
estimated that between 2001 and 2016, more than 50 coal-
fired power plants were financed by Chinese institutions, 
the majority of which used the most carbon-intensive 
coal technologies. Another report estimates that Chinese 
financial institutions have committed or offered funding to 
over a third of all coal development taking place outside of 
China and India. Once again Pakistan is illustrative, with 
China having invested in 13 separate coal projects worth 
over $11 billion—25 percent of all Chinese investment in 
the country. However, with several of these projects already 
experiencing financial difficulties, it is uncertain how many 
will reach completion.

The vast majority of energy-sector investments made under 
the BRI were in fossil-fuel assets that will lock countries 
into carbon-emitting fuel sources for decades. 

Figure 3: Chinese Development Bank  
Energy Financing

Note: “BRI refers to the 136 countries to sign MoUs with China, and “Non-BRI” refers 
to the remaining countries, which have received Chinese investment without such an 
MoU.
Source: “China’s Global Energy Finance,” Boston University Global Development Policy 
Center, 2019, https://www.bu.edu/cgef/#/intro.

These trends are important in a region projected to grow 
significantly in its GDP, population, and greenhouse-gas 
emissions. Ten BRI countries are experiencing double-digit 
annual growth in CO2 emissions (Figure 4). In emerging 
Asia, for example, power capacity is expected to almost 
double between 2017 and 2030 with its share of global coal 
demand increasing from 20 to 29 percent. Furthermore, 
many BRI countries are projected to be some of the worst-
affected by climate change and extreme weather events. 
Pakistan, for example, is estimated to be the eighth most at 
risk of climate change impacts and to have already suffered 
from 145 extreme weather events related to climate change, 
resulting in the loss of over 10,000 lives.

Figure 4: Belt and Road Countries by Growth  
in Emissions

Note: This map only shows the 102 BRI countries on the African and Eurasian 
continents. The 10 fastest-growing countries are labelled
Source: International Energy Agency, CO2 Emissions from Fuel Combustion 2018 
Highlights (Paris: November 2018).

https://www.wri.org/publication/moving-green-belt-and-road-initiative-from-words-to-actions
https://www.sei.org/publications/assessing-carbon-lock-in/
https://www.sei.org/publications/assessing-carbon-lock-in/
https://sites.tufts.edu/cierp/files/2017/11/CIERPpb_ChinaCoal_HiRes.pdf
https://sites.tufts.edu/cierp/files/2017/11/CIERPpb_ChinaCoal_HiRes.pdf
http://ieefa.org/wp-content/uploads/2019/01/China-at-a-Crossroads_January-2019.pdf
https://www.sei.org/publications/assessing-carbon-lock-in/
https://www.sei.org/publications/assessing-carbon-lock-in/
https://webstore.iea.org/chinese-companies-energy-activities-in-emerging-asia
https://germanwatch.org/sites/germanwatch.org/files/Global%20Climate%20Risk%20Index%202019_2.pdf
https://germanwatch.org/sites/germanwatch.org/files/Global%20Climate%20Risk%20Index%202019_2.pdf
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Of course, China is the world’s largest emitter, and the extent 
to which it focuses on environmental sustainability at home 
will determine its ability to create a green BRI. While China 
has had some success in recent years in moving toward a 
more environmentally sustainable energy sector, it still has a 
long way to go. China announced in an agreement with the 
United States that its emissions would peak by 2030, and 
according to its representative to the UNFCCC,  met its 2020 
carbon intensity target three years ahead of schedule. The 
Chinese government has also issued a series of policies over 
the last decade to spur investment in clean energy, leading to 
extraordinary growth in renewable energy capacity (Figure 5). 
China now has the world’s largest installed capacity of wind, 
solar, and hydropower, including approximately 30 percent 
of the world’s installed solar PV capacity, and is set to become 
the “world’s renewable energy superpower,” according to a 
recent report.

While China has had some success in recent years in 
moving toward a more environmentally sustainable energy 
sector, it still has a long way to go.

Figure 5: Growth in Installed Renewable Energy 
Capacity

Unfortunately, despite success in meeting its own pledges, 
Climate Action Tracker rates these targets as “Highly 
insufficient” in limiting global warming below two degrees 
Celsius, let alone 1.5 degrees. Its emissions trajectory will 
ultimately depend on the speed at which it can restructure 
its economy, which continues to be delayed. In particular, 
with over 60 percent of energy demand still in coal, it 
remains unlikely that China will transition in time for the 
world to meet its Paris Agreement targets. According to 
the IEA, if China were to follow through on its proposed 
policies, it could switch from 60 percent coal-fired 
electricity capacity today to 60 percent low-carbon capacity 
by just 2040—an unprecedented shift. China’s investment 
profile will presumably reflect its changing economy and 
energy profile, however there are several policy options it 
could implement in the meantime to accelerate how fast its 
flagship initiative goes green.

VOLUNTARY GUIDELINES AND 
FRAGMENTED AUTHORITY 
While the commitment to ending perceptions of “debt-trap 
diplomacy” and environmental negligence appear credible 
enough at the highest level, Chinese authorities continue 
to face difficulties in reigning in the multitude of actors 
working within its Belt and Road framework. The Chinese 
have a famous proverb, “Shan gao, huangdi yuan (山高皇帝
远),” which translates as “The mountains are high, and the 
emperor is far away.” In other words, central authorities are 
perceived to have little influence over local affairs.

In foreign investment especially, authority is fragmented 
among a wide array of overlapping agencies, ministries, 
bureaus, regulators, and state-linked economic actors, 
making it extremely difficult for central authorities to 
set clear goals or guarantee sustainable environmental 
outcomes. Numerous agencies have jurisdiction over 
different components of foreign investment, with the State 
Council being the highest authority, approving all overseas 
investments over $2 billion. Other important policymaking 
institutions include the People’s Bank of China (PBoC), the 
Ministry of Finance, the National Development and Reform 
Commission, the Ministry of Environmental Protection 
(MEP), and the China Banking Regulatory Commission.

Importantly, none of these agencies have issued a formal 
law regulating environmental protection in China’s 
overseas investments. The only requirement is that 
Chinese companies comply with the host country’s 
regulations. For example, prior to the more recent 
attempts at bringing environmental concerns into the BRI, 
the most comprehensive document was the 2013 Ministry 

The vast majority of energy-sector 
investments made under the BRI were  
in fossil-fuel assets that will lock 
countries into carbon-emitting fuel 
sources for decades.

Note: Left side shows cumulative installed wind and solar capacity (in GW) since 
2000; the right side shows a 3-year moving average of annual growth in capacity
Source: BP, Statistical Review of World Energy (London, 2019), https://www.bp.com/
content/dam/bp/business-sites/en/global/corporate/pdfs/energy-economics/
statistical-review/bp-stats-review-2019-full-report.pdf.

https://unfccc.int/news/china-meets-2020-carbon-target-three-years-ahead-of-schedule
http://geopoliticsofrenewables.org/report
https://climateactiontracker.org/countries/china/
https://www.tandfonline.com/doi/full/10.1080/14693062.2015.1101307
https://www.iea.org/weo/china/#section-2-1
https://www.iea.org/weo/china/#section-2-1
https://www.tandfonline.com/doi/abs/10.1080/10670564.2019.1580428
https://www.tandfonline.com/doi/abs/10.1080/10670564.2019.1580428
https://sites.tufts.edu/cierp/files/2018/03/CPL_ChinaOverseasDev.pdf
https://fletcher.tufts.edu/news-events/news/policies-governing-chinas-overseas-development-finance
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of Commerce and MEP’s “Environmental Protection 
Guidelines for Overseas Investment Partnerships”—a set 
of voluntary guidelines with little demonstrable impact 
on investment. For example, in a 2017 interview, a 
Chinese environmental lawyer and now head of China 
Accountability Watch stated that:

“There’s currently no single law overseeing the 
environmental and social impact of Chinese companies 
working overseas, just regulations scattered amongst 
administrative regulations and ministerial rules . . . 
NGOs and communities in host nations have a confused 
understanding of this—they don’t see that these documents 
are distinct from Chinese law.” 

In other words, Chinese authorities largely leave it up to 
local investors or recipient countries to determine their own 
environmental standards, entities who often do not have 
particularly positive track records, significant experience 
with environmental policy, or strong incentives to improve 
in the future. 

In a recent article for the journal Climate Policy, several 
academics called on China to revise this “host country 
standard” principle such that China aligns its foreign 
investment policies with its stated adherence to the Paris 
Agreement. The authors note that existing voluntary 
commitments are insufficient, with no recorded instances of 
companies being penalized by Chinese authorities for failing 
to adhere to the standards. Instead, they argue, China’s State 
Council should follow the lead of MDBs and introduce a “best 
nation standard principle,” where the more stringent standard 
between China and the host country is adopted and enforced. 

The extent to which China successfully manages to green 
the BRI will be based on its ability to either add teeth to 
its own foreign investment regime or facilitate improved 
environmental standards in host countries. While new 
multilateral institutions may help with the latter, these 
initiatives will only be successful if the lead to concrete 
changes in China’s actions like adopting a “best nation 
standard” or adding additional enforcement mechanisms to 
its many voluntary guidelines.

MULTILATERALISM AND  
A GREEN BELT AND ROAD
At the second Belt and Road Forum in April 2019, China 
announced a series of initiatives designed to usher in a new 
phase of the BRI that would address these criticisms. Several 
of these are designed to improve both the environmental 
impact of overseas BRI investments and the international 
reputation of the BRI more generally. 

The extent to which China successfully manages to green 
the BRI will be based on its ability to either add teeth to 
its own foreign investment regime or facilitate improved 
environmental standards in host countries. 

Two initiatives that are both potentially significant and 
indicative of broader challenges facing Chinese authorities 
are the BRI International Green Development Coalition 
and the Green Investment Principles for the Belt and Road 
Development. The BRI International Green Development 
Coalition reflects a recent trend away from the bilateral 
deals that defined the BRI in its first phase and toward 
a multilateral approach that is consistent with China’s 
evolving institutional statecraft and global leadership 
ambitions—though it is also indicative of China’s preference 
for a form of shallow multilateralism that fails to place 
obligations on its participants, leading to both free riding 
and duplication of existing efforts. Meanwhile, although 
the Green Investment Principles for the Belt and Road 
Development are an important step for China’s increasingly 
global financial footprint, they are an example of yet more 
voluntary guidelines that help accelerate existing positive 
trends without inhibiting the negative ones.  

These initiatives join an explosion of multilateral 
institutions established under the BRI umbrella, many of 
which have focused explicitly on environmental issues. 
The sheer range of initiatives further indicates how 
seriously Chinese authorities are taking environmental 
issues in phase two of the BRI—or at least, how seriously 
they are taking its effects on China’s reputation. At the 
second BRI forum alone, China announced the: 

• BRI International Green Development Coalition

• Belt and Road Sustainable Cities Alliance;

• Belt and Road Green Lighting Initiative;

• Belt and Road Green Cooling Initiative;

• BRI Environment Big Data Platform;

• Belt and Road South-South Cooperation Initiative on 
Climate Change;

The extent to which China successfully 
manages to green the BRI will be 
based on its ability to either add teeth 
to its own foreign investment regime 
or facilitate improved environmental 
standards in host countries. 

https://dialogochino.net/10158-china-needs-urgent-oversight-of-investments-social-and-environmental-footprint/
https://www.tandfonline.com/doi/full/10.1080/14693062.2019.1650702
https://www.fmprc.gov.cn/mfa_eng/zxxx_662805/t1658767.shtml
https://www.brookings.edu/wp-content/uploads/2017/04/chinas-emerging-institutional-statecraft.pdf
https://www.csis.org/analysis/president-xi-jinping%E2%80%99s-belt-and-road-initiative
https://www.csis.org/analysis/president-xi-jinping%E2%80%99s-belt-and-road-initiative
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• Belt and Road Green Finance Index;

• BRI Environmental Technology Exchange and Transfer 
Center; 

• Green Investment Principles for Belt and Road 
Development;

• Silk Road Environment Program; and

• Belt and Road Initiative Green Investment Fund.

These join a long list of existing environmental initiatives 
set up under the BRI, including the:

• China-Arab States Environmental Cooperation Forum; 

• China-ASEAN-Environmental Cooperation Forum; 

• BRI Green Supply Chain Platform; 

• Lancang-Mekong Environmental Cooperation Center;

• China-Africa Environmental Cooperation Center; 

• Green Silk Road Envoys Program; 

• South-South Cooperation Training for Tackling Climate 
Change;

• China-ASEAN Demonstration Centers for 
Environmental Protection Technology and Industrial 
Cooperation and Exchanges;

• China Green Finance Committee;

• BRI Green Going-Out Initiative; and

• Initiative on Corporate Environmental Responsibility 
Fulfillment for Building the Green Belt and Road.

Unfortunately, the opaque or vague nature of many of these 
new institutions makes it very difficult to analyze their 
additional impact over existing actions. It seems likely 
that several of these initiatives suffer from a self-selection 
problem where only those countries already taking steps 
to improve sustainability are joining. Furthermore, these 
initiatives generally contain few, if any, provisions to deter 
free riding by participants and often duplicate, rather than 
complement, existing structures.

These institutions can still be useful additions to the global 
sustainability effort if they accelerate existing actions or 
provide coordination mechanisms for sharing best practices. 
However, to truly green the BRI, these institutions must 
also address the worst offenders and stamp out the poorest 
practices. So far, there is little evidence of this taking place.

Indeed, one of the opportunities presented to the 
international community by these new institutions is 
the potential to challenge Chinese authorities to prove or 
quantify their impact. As the BRI moves away from the 

opaque bilateral deals of its early years to more transparent 
multilateral forums, NGOs and motivated countries can place 
more pressure than ever on China to show both what is being 
done that otherwise would not be and which poor practices 
are being stamped out that would otherwise survive.

THE GREEN DEVELOPMENT COALITION
Though announced in May 2017, the BRI International 
Green Development Coalition only met for the first time 
at the second BRI forum, which reflects the slow pace at 
which it appears to be evolving and the extent to which its 
development is driven by outside actors. The coalition is co-
initiated by the UN Environment Programme and the Chinese 
Ministry of Ecology and Environment. It now has more 
than 120 participating organizations from 60 countries and 
environment ministries from 25 BRI countries. According to 
the UN, it will “bring together the environmental expertise of 
all partners to ensure that the Belt and Road brings long-term 
green and sustainable development to all concerned countries 
in support of the 2030 Agenda for Sustainable Development.”

While the coalition includes several important players, only 
three of the top 10 greenhouse gas emitters in the BRI have 
so far opted to join (Figure 6). If the coalition is to seriously 
take on its ambitious goals, it will need to expand to include 
countries like Saudi Arabia and Indonesia without giving up 
what, if any, influence it has over members’ actions.

Figure 6: Top 10 BRI Emitters

Source: International Energy Agency, CO2 Emissions from Fuel Combustion 2018 
Highlights (Paris: November 2018).

The coalition has three mandates—act as (1) a platform for 
policy dialogue, (2) a knowledge and information platform, 
and (3) a platform for green technology exchange—and 

https://www.unenvironment.org/regions/asia-and-pacific/regional-initiatives/belt-and-road-initiative-international-green
https://www.unenvironment.org/regions/asia-and-pacific/regional-initiatives/belt-and-road-initiative-international-green
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nine Thematic Partnerships, which are each co-led by one 
Chinese and one foreign partner:

• Biodiversity and ecosystem management; 

• Green energy and energy efficiency; 

• Green finance and investment; 

• Improvement of environmental quality and green cities; 

• South-South environmental cooperation and SDGs 
capacity building; 

• Green technology innovation and Corporate Social 
Responsibility; 

• Environmental information sharing and big data; 

• Sustainable transportation and infrastructure; 

• Global climate change governance and green 
transformation.

More recently, in June 2019, the first Coordination Meeting 
of the coalition was held in Hangzhou and chaired by the 
World Resources Institute. The coalition is working on two-
year and five-year plans that will map out detailed measures 
and solutions and is planning to launch its pilot projects 
in the near future. The Thematic Partnership on Climate 
Change Governance and Green Transformation has also met 
twice this year and will be participating in upcoming UN 
Climate Summits.

One challenge for the coalition will be negotiating among 
its highly diverse members. The coalition includes some of 
the world’s fastest-growing CO2 emitters and countries with 
the worst environmental track records, as well as better 
performing countries like Finland, Italy, and Israel.

Given the way China’s foreign investment regime relies 
largely on host countries’ environmental standards to bring 
its public and private investors into line, the coalition 
will be most effective if it can improve its own members’ 
regulatory standards. Unsurprisingly, the correlation 
between regulatory quality and environmental performance 
is quite strong (Figure 7), and coalition members are just as 
diverse in the quality of their regulations as they are in their 
environmental performance. The few statements released 
by the coalition so far express a promising focus on sharing 
best practices that hopefully can enable some of its worst 
offenders to catch up.

Figure 7: Regulatory and Environmental Quality  
in BRI Countries

THE POTENTIAL OF GREEN FINANCE
The area in which China has demonstrated the strongest 
commitment and appears perhaps best poised to exert its 
influence is in green finance, as demonstrated by the Green 
Investment Principles for Belt and Road Development. Since 
China simply cannot afford to single-handedly finance all 
of Eurasia’s infrastructure; it needs to attract more outside 
investment to the BRI and now wants to share the financial 
and reputational risks. Classifying projects as green is 
one promising way to do this, prompting China to invest 
considerable resources into the effort. 

Incorporating green finance into the BRI follows more 
than a decade of efforts by Chinese authorities to green its 
financial system and become a global leader in this space. 
In 2007, the CBRC and PBoC jointly issued a green credit 
policy which encouraged banks to give credit support to 
green industries. This was followed up with a set of Green 
Credit Guidelines in 2012. Other initiatives include a pilot 
carbon allowance trading program, launched by the NDRC 
in 2011, and the subsequent rollout of a national emissions 
trading system in 2017. The PBoC was the world’s first 
central bank to issue guidelines for establishing a green 
financial system in 2016 and was a founding member of the 
Central Banks and Supervisors Network for Greening the 
Financial System. The Chinese government also officially 
introduced green finance into the G20 agenda for the first 
time during its 2016 host year. Importantly, by 2020, all 
listed companies in China will have to annually disclose 
their environmental plans and spending—the only major 
economy with such requirements in place. 

Correlation between 
indexes of regulatory 
quality and environmental 
performance
Source: “World 
Governance Indicators,” 
World Bank, 2019, 
https://info.worldbank.
org/governance/
wgi/; ”Environmental 
Performance Index,” Yale 
University, https://epi.
envirocenter.yal.edu.

https://chineseclimatepolicy.energypolicy.columbia.edu/en/green-finance
http://www.gflp.org.cn/public/ueditor/php/upload/file/20181201/1543598660333978.pdf
http://www.gflp.org.cn/public/ueditor/php/upload/file/20181201/1543598660333978.pdf
http://www.lse.ac.uk/GranthamInstitute/news/chinas-green-finance-strategy-much-achieved-further-to-go/
http://www.lse.ac.uk/GranthamInstitute/news/chinas-green-finance-strategy-much-achieved-further-to-go/
http://www.cbrc.gov.cn/EngdocView.do?docID=3CE646AB629B46B9B533B1D8D9FF8C4A
http://www.cbrc.gov.cn/EngdocView.do?docID=3CE646AB629B46B9B533B1D8D9FF8C4A
http://www.pbc.gov.cn/english/130721/3131759/index.html
http://www.pbc.gov.cn/english/130721/3131759/index.html
https://www.wri.org/blog/2016/09/china-champions-green-finance-g20
https://www.wri.org/blog/2016/09/china-champions-green-finance-g20
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These policies have seen a rapid expansion of green finance 
in China, including large growth in the green bond market. 
The world’s first green bond was issued in 2007 by the 
European Investment Bank, and the green bond market has 
grown in the years since to become a $167 billion annual 
market by 2018. China is the world’s second largest issuer of 
green bonds, with its $31 billion issuance in 2018 comprising 
nearly 20 percent of the global market. Importantly for the 
future of this nascent asset class, Chinese green bonds have 
outperformed central government bonds and the aggregate 
overall bond market, bolstering a claim often made globally 
that green financing need not come at the expense of returns. 

Figure 8: Green Credit Lending of the  
21 Major Chinese Banks

Green credit has also been an important component of the 
PBoC’s strategy for a green financial system, with almost 10 
percent of outstanding loans in 2017 going toward green 
projects —which is significant given how much larger bank 
lending is than bond issuances. Additionally, there remains 
significant scope for this figure to increase, with the China 
Council for International Cooperation on Environment and 
Development recommending a target of 20 percent of total 
loan volume. The majority of green credit lending in China 
goes toward transport infrastructure and the “Strategic 
Emerging Industries” of new conservation, energy, and 
vehicle manufacturing (Figure 8), consistent with China’s 
strategy of state-led development in a green economy.

There are also reasons to be skeptical of the growth in 
Chinese green finance, however. For example, the definition 
of what counts as “green” or “sustainable” in these 
investments can be loose or vary from country to country. 

For example, green bonds in China can be used to finance 
some types of coal investments and large hydro projects—it 
is estimated that roughly 23 percent of China’s green bond 
proceeds went to projects that would not meet international 
standards. A particularly controversial practice has been to 
use green bonds proceeds to replace small, inefficient coal 
plants with larger, more efficient ones. While this reduces 
short-term emissions, it can lock in a dirty emissions profile 
for decades. In the first half of 2019 alone, roughly $1.1 
billion in green bonds was issued by 13 coal projects.

The Green Investment Principles for Belt and Road 
Development aim to address the problem of inconsistent 
standards and definitions of green financing across BRI 
countries and embed principles of sustainable development 
across all asset classes, financial products, and project 
phases. The principles were drafted by a number of 
organizations, including the World Economic Forum, 
UNPRI, Belt and Road Bankers Roundtable, and the Paulson 
Institute, and are based on existing principles, such as 
the Equator Principles, the Principles for Responsible 
Investment, and the Environmental Risk Management 
Initiative for China’s Overseas Investment.

The principles have been signed by 28 firms, are the 
culmination of a joint exercise between the City of London 
Corporation’s Green Finance Initiative and China’s Green 
Finance Committee, and are supported financially by the 
UK government through the China-UK PACT program 
(Partnering for Accelerated Climate Transitions). They were 
first published by the UK-China Green Finance Taskforce 
and are a voluntary commitment that the taskforce 
“believes will ensure climate considerations and green 
finance are embedded along the Belt and Road.” 

The problem, as with most sustainable initiatives in China’s 
foreign investment regime, is that these principles remain 
just a voluntary commitment. There is no reason to believe, 
for example, that these principles will do anything to 
stop coal projects from issuing green bonds by operating 
outside of the principles. As such, they encounter the same 
difficulties as described above when encountering low 
standards of environmental regulation in host countries: 
there are few incentives for the worst offenders to eliminate 
their poor practices. 

THE ROAD AHEAD
Chinese authorities need to back up their rhetoric with action. 
It is not enough to promote best practices without altering 
problematic behavior, nor is it enough to simply provide spaces 
for discussion without empowering members to act. China has 

Source: “The green credit data of 21 major banks from 2013 to Jun 2017,” China 
Banking Regulatory Commission, 2019, http://www.cbrc.gov.cn/EngdocView.
do?docID=70AF0D4D2954480F831F37C43804DA1D.

https://www.climatebonds.net/files/reports/2018_green_bond_market_highlights.pdf
https://www.scmp.com/business/banking-finance/article/2117507/china-shifting-green-bond-market-green-financing
https://www.scmp.com/business/banking-finance/article/2117507/china-shifting-green-bond-market-green-financing
http://newclimateeconomy.report/workingpapers/wp-content/uploads/sites/5/2017/03/NCE2017_ChinaGreenFinance_corrected.pdf
https://chineseclimatepolicy.energypolicy.columbia.edu/en/green-finance
https://chineseclimatepolicy.energypolicy.columbia.edu/en/green-finance
https://www.reuters.com/article/us-china-greenbonds-coal/china-provides-1-billion-in-green-finance-to-coal-projects-in-first-half-of-the-year-idUSKCN1V90FY
https://www.reuters.com/article/us-china-greenbonds-coal/china-provides-1-billion-in-green-finance-to-coal-projects-in-first-half-of-the-year-idUSKCN1V90FY
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laid out an ambitious series of initiatives that undoubtedly has 
the potential to improve the environmental footprint of the 
BRI, but more can be done. There are at least five areas where 
international actors can use the push for a “Belt and Road 2.0” 
to improve its social and environmental footprint:

FOCUS ON CHINA’S INTERNATIONAL REPUTATION.
China’s latest push to improve the quality of BRI projects 
stems largely out of concerns over its reputation on the 
global stage. Many countries are looking to China to be a 
global leader on environmental issues—particularly on the 
climate crisis—and these expectations should be laid out. For 
example, it should be made clear to China that it is no longer 
enough just to add more environmental forums or invest in 
more clean energy; it also needs to accept fewer damaging 
bilateral deals and invest in fewer fossil fuel projects.

ADOPT EXISTING BEST PRACTICES, PARTICULARLY 
THE ‘BEST NATION STANDARD PRINCIPLE’. 
Existing international financial institutions have already 
spent considerable time and resources on their environmental 
standards and best practices, which China should try to 
emulate within the BRI wherever possible. As early members 
of the AIIB pushed for the BRI to adhere to global norms 
and partner with well-established institutions, so too can 
members of the Green Development Coalition and other BRI 
multilateral forums. In particular, China should move to a 
“best nation standard principle,” like the MDBs, which would 
eliminate the excuse of lax host country regulations and 
export China’s domestic regulatory progress overseas. Chinese 
policy banks could even follow the lead of international 
financial institutions such as the World Bank and set up 
environmental departments to oversee environmental issues.

DELIVER CONCRETE PROPOSALS FOR ADDING TEETH 
TO ENVIRONMENTAL RHETORIC. 
As long as China’s outbound investors are constrained only 
by host country regulations, there are few reasons for them 
to adhere to the lofty rhetoric of central authorities. For 
example, to prevent corruption in BRI projects, the Central 
Commission for Discipline Inspection recently announced it 
would embed officers in BRI countries, extending its mandate 
for the first time outside of China’s borders. While one could 
imagine a similar proposal for environmental concerns, there 
are options that do not include sending government agents 

into foreign countries, such as increasing the transparency 
of lending and terms of BRI deals. Another option could be 
expanding the Ministry of Commerce’s list of “encouraged 
sectors and negative list” to include green industries and 
exclude sectors with the largest carbon footprints, like coal.

HOLD HOST COUNTRIES TO ACCOUNT FOR POOR 
ENVIRONMENTAL REGULATION.
As long as China’s investors only adhere to host country 
regulations, the most direct way of improving their practices 
would of course be for those countries to improve their 
environmental standards. MDBs, international financial 
institutions, and international allies should be providing 
technical assistance and incentives wherever possible. 
While it is easy to blame the Chinese government for 
investments with the BRI label, the reality is that there are 
simply too many projects for it to monitor, and at some 
point, countries have to be responsible for their decisions.

EMBED ENVIRONMENTAL CONCERNS IN EVERY 
STAGE OF THE PROCESS. 
Currently, environmental concerns are only present at the 
highest level before they slowly filter out as parties with less 
and less interest in sustainability take over. Just as listed 
companies are going to be required to disclose environmental 
plans and spending, all BRI projects should require early-
stage environmental assessment procedures to help inform 
future green investors. A recent World Bank working paper 
spells out in some detail how environmental assessments are 
particularly well-suited to reduce environmental risks. They 
go on to note how the insurance giant, Sinosure, which has to 
insure every BRI project, could require companies to provide 
environmental impact assessment studies as a prerequisite 
for insurance, effectively ensuring that no project can avoid 
considering its broader implications. 
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1. This data includes both investments and construction contracts.

2. Boston University investment figures capture lending provided by China 
EXIM and CDB to sovereign entities in host countries. Thus, the figures do 
not capture what’s provided by other Chinese institutions to non-sovereign 
entities in BRI and non-BRI economies
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