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Globalization and Environmental Risk in China’s Relations with Japan

Elizabeth Wishnick

The April 2007 visit by Chinese Prime Minister Wen Jiabao to Japan highlights new
opportunities for cooperation between China and Japan to address challenges of globalization,
such as pollution and rising demand for energy, yet progress in their relations has been uneven.
Their economic ties have flourished despite deep-rooted political tensions, significant security
concerns, maritime boundary disputes, conflicting nationalisms and historical narratives. Since
the mid-1990s China and Japan have steadily cooperated to reduce air pollution, but energy has
proven to be a source of competition and tension, though there have been some recent
cooperative impul ses.

Until recently China's approach to globalization largely focused on its economic benefits
and assumed that the Chinese state would be able to manage the process. Increasingly Chinese
leaders and scholars are calling attention to the numerous non-traditional security challenges
facing their country. The problems of economic globalization and non-traditional security are
linked, however, as China s dramatic growth creates unintended non-traditional security
consequences for its neighbors, as well asits own citizens.

Evenif itsriseis peaceful, China s devel opment creates unintended environmental
consequences such as trans-boundary air pollution and rising demand for energy, which create
risk for its neighbors. This article will look at China s environmental risk management and its
impact on Sino-Japanese relations. The article will show a pattern of cooperation in addressing
air pollution, but greater competition over energy. Why is there cooperation in the environmental
area? Why has competition been more prevalent over energy?

Typically redlist theories are employed to explain Sino-Japanese competition over energy
and liberal theories are used to account for their environmental cooperation. This piecemeal
approach misses the broader context of globalization and focuses on the policy choices of
political leaders in both countries, when the issues at play may not be intentional. It is argued

here that rising demand for energy and air pollution in China are the unintended consequences of
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development choices, which create risk with policy implications for China s neighbors. The
paper explains how several factors shape the impact of environmental risk in China srelations
with Japan, including the urgency of the risk involved, the nature of risk management, state-
society relations, and the securitization of risk. Finaly, the paper calls attention to the dynamic
between risk management in China and Japanese policy responses.

All countries produce risk and this article is not intended to single out China. However,
the Chinese case is unique: as a developing country with an extremely dynamic economy but
increasingly uneven distribution of wealth, it presents both environmental risks associated with
poverty and prosperity. Because of China’'s growing global and regional role and expanding
environmental footprint, how the country addresses environmental risk has great significance
globally, regionally, and domestically.

This article is acomponent of alarger research project addressing non-traditional security
issuesin China srelations with its neighborsin East Asia. The article also represents afirst draft
of research in progress and some sections (particularly the role of civil society in risk

management and Japanese securitization of environmental risk) are incomplete at thiswriting.

Globalization and Chinese Foreign Policy

Initially Chinese analyses focused on the economic aspects of globalization and its
benefits for China. The considerable enthusiasm about the prospects for Chinese economic
integration regionally and globally soon became tempered with the experience of the Asian
financial crisisin 1997-98. While Chinese officials and scholars saw considerable opportunity in
economic globalization, they also began to see drawbacks, particular growing economic
inequality globally and within China, the social and cultural challenges that deeper ties with very
different political systems and societies present, as well as the possible erosion of state control
over society due to changesin information technology.*

In the sphere of foreign policy, Chinese analyses in the 1990s focused on the emergence
of multipolarity. After 9/11, officia statements began to highlight the security consequences of
globalization aswell, and call attention to other transnational problems such as drug trafficking,

epidemics, and nuclear proliferation.? Recent Chinese official statements reflect an increasing
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awareness of globalization as a double-edged sword. The December 2006 White Paper on
Defense, for example, states that “economic globalization accelerates and science and
technology make rapid progress, there are profound changes in the international division of labor,
global and regional economic cooperation is being vigorously promoted, leading to increasing
interdependence among countries.”® The White Paper then goes on to acknowledge that the
impact of economic globalization is spreading into the political, security and social fields. Global
economic development is uneven, and the gap between the North and the South is widening.
Security issues related to energy, resources, finance, information and international shipping
routes are mounting. International terrorist forces remain active, shocking terrorist acts keep
occurring. Natural disasters, serious communicable diseases, environmental degradation,
international crime and other transnational problems are becoming more damaging in nature.*

Despite the growing realization of the uncertainties transnationa problems produce,
Chinese |eaders continue to put a positive spin on the globalization process and the ability of
states to rise to the challenge posed by non-traditional issues. President Hu Jintao and Prime
Minister Wen Jiabao have elaborated a conception of a“harmonious world,” the foreign policy
counterpart to their domestic agenda, aimed at creating a harmonious, moderately well-off
socialist society. According to the Chinese leadership, a“harmonious world” involves
encouraging multilateralism to ensure common security, aiming for common prosperity through
mutually beneficial cooperation, and democratizing international relations by respecting diversity
of civilizations and each country’sright to choose its own development path.’

Some American scholars, such as Samuel Kim, link China’ s increasing multilateralism
with the challenges of globalization, but points out that its pressures come both from the outside,
in terms of transnational forces which constrain Chinese sovereignty, and from within Chinese
society.® According to lan Clark, aBritish scholar, “the state occupies a middle position between
the internal and external and isitself both shaped by, and formative of, the process of
globalization.” * Thus, the Chinese state responds to transnational problems that have the
potential to transform it, perhaps in unanticipated directions.

Conversely the steps the Chinese government does or does not take in response to such
problems have a key impact on processes of globalization themselves, as we saw during the

Asian financia crisis and the SARS epidemic. Asthe American Political scientist James
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Rosenau has pointed out, globalization unleashes both forces of integration and disintegration,
what he has termed fragmegration®. Consequently, issues of governance are very much related
to the impact of globalization on China’s rise—does the Chinese government have the capacity
to manage globalization to its advantage? And if it does not, what are the implications for China

and its neighborsin aglobalized world?

Globalization and Risk

As China has grown economically and militarily, international attention has focused on
the likely impact of China srise onitsforeign policy intentions. Does China srise constitute a
threat? Scholars and policy analystsin the United States disagree about the extent of Chinese
power and the intentions of Chinese leaders, though increasingly observers see signs that China
is becoming more of a“stakeholder” in international institutions and regimes.

Chinese policymakers and scholars reject the China threat debate and view it as
manufactured by those who are hostile to China or want to constrain Chinese economic progress
and regional role. While concerned about the impact of the debate on China’ s international
reputation,’ the outright rejection by Chinese observers of such concerns in the internationally
community limits China s ability to evaluate how its policy are received by itsinternational
partners. Moreover, some of the concerns of China s neighbors stem from the unintended
conseguences of China s rapid development, such as pollution and unsustainable demand for
resources.

Sociologists, such as Ulrich Beck, Anthony Giddens, and Niklas Luhmann, examine the
consequences of globalization in terms of risk, rather than threats.’® Unlike the threats
characteristic of the Cold War era, emanating from clearly identifiable opponents with a hostile
intentions and a military potential, according to Beck risk is the unintended consequence of
economic and technological decisions.™ Risk includes the following key elements: uncertainty
regarding its occurrence, latent effects, the probability of damage, difficulty in attributing
responsibility, and trans-boundary impact.”®>  Moreover, aswe will see below, risk has a
potentially transformative impact on the state since decisions that cause risk stem from

rationality of state. Asaconsegquence risk revealsthe state’ sincapacity and chips away at its
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legitimacy, with unpredictable consequences, including the empowerment of domestic and/or
international society.

Beck, Giddens and Luhmann all distinguish between risk which is the result of decisions
and dangers caused by natural disasters.”® Risk is created by the globalization of hazards in post-
industrial society. Thus, unlike pre-industrial society, afflicted by natural disasters and epidemics,
the hazards of risk society are the side-effects of technological and economic decisions. While
the accidents that characterized industrial society were limited in scope and scale, the hazards of
the risk society cannot be contained within a state’ s borders. They aso are unlimited in space
and time due to latent effects. For example, in the case of the Chernobyl nuclear accident in 1986,
it was unclear to what extent fall-out would contaminate food supplies and harm public health in
countries as far as Germany, and the damage would not be known for some years.*

Transnational hazards like nuclear fall-out are of such magnitude that compensation or
insurance—which could reasonably be expected for industrial accidents, for example—is beyond
the capacity of states, even if their specific responsibility could be determined.”® For Luhmann,
risk is a counter-concept to security, since it implies that absol ute safety cannot be achieved.'®
Giddens and Beck further emphasize that the scale and scope of risk distinguish it from
externalities, asrisk callsinto question the future of global society itself, what Giddensterms
“ontological security.”*’

Beck outlines three types of global problems causing risk. Thefirst category is wealth-
driven, caused by over-consumption (of automobiles, air conditioners, energy, and natural
resources), leading to emissions of global greenhouse gases, chlorofluorocarbons (CFCs), and
other ecological destruction. A second category isrelated to poverty. On the one hand
underdevel opment results from inadequate access to clean resources or sufficient resources and,
on the other hand, the poor tend to be relegated to areas suffering from the greatest
environmental degradation. Although the first two categories stem from “normal” processes of
development, athird category refers to weapons of mass destruction, also created by economic
and technological decisions, but deployed in exceptional circumstances.™®

Although risk emergesin different ways from prosperous and poor communities, another
feature of risk isits equalizing impact. No one can escape the consequences of ecological crisis,

as decision-makers, the wealthy and the poor all share the same global environment. Thus those
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policymakers and industrialists who made the economic and technologica decisions contributing
to risk will suffer from their consequences through the “boomerang effect,” i.e. the latent side
effects of the hazards they created and profited from.*® As Beck noted, “poverty is hierarchic,
smog is democratic.”? For this reason, risk applies both to the Western and non-Western
societies, such as China, which share the same non-traditional security problems characteristic of
globalization. People around the world are al a part of what Beck terms a“world risk society,”

although they may experience risk in ways specific to their own cultural context.?*

Risk Management

Ass soci eties become more aware of risk, they place new demands on their governments
to manageit. Thus, risk society calls for a new paradigm, shifting the focus of the state from
economic and technological development to the management of risk.?? Scholars of risk have
looked at this problem from the perspective of the state, in terms of management of risk, and
from the perspective of society, in terms of its empowerment in responseto risk. The key issue
here is whether or not the Weberian state, grounded in rationality and dedicated to control, is
relevant in the age of risk.

For Beck, the lack of attention to the risks of the modern age constitutes what he calls
“reflexive modernization,” in the sense that development occurs in areflex-like fashion, without
taking account potential global hazards that may be unleashed in the process. Theresult is, on
the one hand, a crisis of accountability of governments which lose their legitimacy asthey are
shown to lack the capacity to prevent or control risks.”> On the other hand, as society becomes
more aware of these risks a process of self-confrontation occurs, potentially unleashing
politically explosive “risk conflicts,” which expose the flaws in institutional certainties. This
process may also be constructive in the sense that it opens the political space to discussion and
provides an opportunity to reorder public priorities. ?*

Other scholars, however, focus on the “governmentality” of risk. According to Michel
Foucault, who first coined the term, government involves more than assertions of sovereignty—
its ultimate purpose is to ensure the welfare of the population thanks to an ensemble of

institutions, procedures, and tactics, the development of bases of knowledge; and a security
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apparatus, all of which he summed up by the term “governmentality.”® In arisk society,
however, governments only shape the policy process; they cannot control the unpredictable
outcomes.”® Governments may choose how they will manage the process and seek partnerships
with other state and non-state actorsto do so. As Nikolas Rose notes, part of the rationality of
government is to evaluate what issues it should be responsible for and what should fall into the
purview of firms, ingtitutions, and localities. Accordingly, this means that non-state actors
increasingly are being asked to take responsibility for risk management.?’

What are the implications of risk management for foreign policy? Beck seesthe
possibility of inter-state conflict arising over risk, but argues that “these conflicts still serve an
integrative function, because they make it increasingly clear that global solutions must be
found...”®® In this respect, the “bads’ which constitute risk create new opportunities for global
cooperation.”® Since risk awareness may be as unintended as the risks themselves, through
conflict transnational risk communities may emerge even as efforts are made by risk producing
states to repress knowledge of the side effects of economic change.®® Beck notes that this
creates a paradoxical situation for states, which must surrender some of their sovereignty to cope
with the problems of a globalized world.**

In Asig, the discussion of security communities has tended to focus on the existence of
common norms of behavior. In the long-term, cooperative risk management strategies could also
form the basis for security communitiesin Northeast Asia, perhaps on particular issues, such as
environmental or public health security. The emergence of such security communities, as with
democratization, would assume a commitment to transparency and a priority on developing
regulatory capacity on the part of members. At present such acommitment remains uneven in
East Asia, because of its potential political consequences for authoritarian states.

Other scholars are less optimistic than risk management will inevitably lead to
cooperation. Some like Christopher Daase elaborate a range of possible responses, including
cooperation, but also competition, compensation, preemptive intervention, and proactive
preparation.® Such measures themselves may create new risks, a process that Daase calls the
“risk paradox.”*®
Moreover, Mikkel Rasmussen points out that states will perceiverisk differently and

come to different conclusion about the degree of urgency and the type of response required,
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making consensus more difficult to achieve, especially when security issues are concerned.®* As
Niklas Luhmann explains, risk affects groups unequally depending on their “disaster threshold”
and their degree of involvement in risk—as a decision-maker, a beneficiary of risky decisions, or

an affected party.®

Although Beck notes that there can be various possible interpretations of
risk, he does not see this as lessening the reality of risk. Thus hiswork bridges the gap between
what Alexander Wendt terms “scientific realists” who focus on measurable threats and

constructivists who are concerned exclusively with the inter-subjectivity of threat perceptions.®

Environmental Risk and China’s Relations with Japan

How do states manage risk and how does this affect their relations? This paper examines
the case of environmental risk management in China srelations with Japan. A first section looks
at environmental risk in Chinaand its domestic management. A second section examines the
foreign policy consequences of Chinese environmental risk and the role of international and

global society in managing it.

Environmental Risk in China

Is China's economic growth sustainable? Estimates of China s environmental
degradation and resource needs are controversial. Some analysts like Lester Brown
take an aarmist view, contending that resource supplies will not be able to keep pace
with the needs of its own growing population.®” Other analysts balance their
assessments of China s severe environmental problems with an appreciation of
changes in Chinese politics, allowing for improved oversight, and arole, however
circumscribed, for China’ s nascent environmental movement.® There is some reason
for optimism in the discussion of sustainable development by the new Chinese
leadership, but it remains unclear whether concrete measures will be undertaken to
match the new rhetoric. Resistance to implementation of environmental legislation on
the provincia level remains an important barrier to change. Two factors of the
environmental risk in China poses are considered here: air pollution and rising energy

demand.
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1. Air Pollution

Air pollution isamajor health and environmenta concern in China, particularly in urban
areas. According to the 2006 State Environmental Protection Agency report on China's
environment, more than half of Chinese urban residents (52.4%) livein citieswith Grade Il air
quality or above.®  Although air quality has improved in many cities in recent years, the
majority of Chinese cities face air quality far below World Health Organization air quality
standards. Grade I, the best grade, allows for adlightly higher level of pollutants than World
Health Organization recommended air quality standards, and just 4.3% of 559 cities monitored in
China achieved that standard in 2006.

Chinaisthe third largest source of sulfur dioxide (SO2) emissions in the world and the
largest in Asiadue to its reliance on high sulfur coal and its limited treatment equipment.®° By
some estimates, Chinese emissions account for more than 13% of sulfur deposits in South Korea
and up to 50% in Japan.** 1n 2003, sulfur dioxide emissions reached 21.6 million tons, after
several years of declining levels. Thiswasthefirst year since 1998 that sulfur dioxide emissions
were above 20 million tons. The increase has undermined a government effort to reduce these
emissions to 18 million tons by 2005, mainly by improving emission controlsin medium and
large enterprises.** The risein sulfur dioxide emissions stems from the Chinese government’s
effort to boost its domestic energy supply by building coal-powered thermal plants.** Coal
consumption in China could double by 2010, increasing emissions problem for neighbors and
within China.

China’s State Environmental Protection Administration has pledged to implement
measures to improve air quality, by requiring that all new thermal plantsinstall desulphurization
equipment, monitor existing plants, and providing financial incentives for installing scrubbing
equipment.** In an effort to reduce SO2 emissions by 10% from 2006 to 2010, Chinatargeted a
2% reduction in 2006. However, despite the installation of some sulfur-scrubbing equipment
and the closure of some highly polluting small plants, in 2006 SO2 levels actually increased by
1.8% to 463,000 tons, largely due to the increased coal-burning by power plants needed to fuel

the booming economy.*
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Air pollution from motor vehicles (especially nitrogen oxide emissions) is likely to
become a much more severe problem in urban areas over the next decade, due to the rapid
expansion of private automobile use. Motor vehicles account for 45-60% of nitrogen oxide
emissions and 85% of carbon dioxide emissionsin Chinese cities.*®
At present particulate matter is the most serious air pollution problem in Chinese cities, with
26.5% of cities at Grade |11 and 60.8% at Grade || nationwide.*’

As cropland and rangeland in China s northwest provinces are depleted, desertification
occurs, releasing dust storms every spring, affecting northern Chinese cities, Japan, South Korea,
and even the United States.®® Storms bring yellow dust to the K orean peninsula and Japan within
one to two days, covering everything with dust and blocking the sunlight. Because the dust
combines with industrial pollutants, exposure to the dust often resultsin respiratory and eye
problems.*® Severe storms require schools to be closed and flights to be canceled in South Korea.
The United Nations Environmental Programme (UNEP) estimates that the dust storms result in
annual economic losses of $6.5 billion in Northeast Asia™ In 2006 dust storms were
particularly severein northern and western China.**

More than one-third of Chinese land is prone to desertification, which is occurring on 262
million hectares of pastoral and oasisland in the Xinjiang, Inner Mongolia, Tibet, Gansu and
Qinghai provinces, the largest scale occurrence in world, according to the World Bank. The
desert isnow just 110 kilometers from Beijing, and any visitor to the capital in April islikely to
experience adust storm. Until 1949 dust storms were infrequent in China, occurring once every
thirty years, but since 1990 they have occurred annually and in increasing severity.>

A 1994 land use decision, requiring land used for construction to be offset by cropland
elsewhere, exacerbated the desertification problem, as China s booming coastal areas now pay
the western provinces to farm land to make up for the cropland the coastal areas |ose to urban
expansion. The northwestern provinces saw the policy as an economic opportunity, but the
already marginal land in these areas began to suffer from erosion due to overplowing and
overgrazing. Falling water tablesin the region further compound desertification problemsin the
region. According to Chinese official estimates, 900 square kilometers of land turn to desert
every year.”®

In 2000 the Chinese government announced it would allocate $725 million to plant trees

and add new grassland, but provincial leaders claim that Beijing has not followed through on this
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pledge. For example, Inner Mongolia, now 60% desert, has not received the funding and
provincia leaders have been seeking support from the local business community instead.
Experts estimate that desertification is expanding in China at the rate of 1,300 square miles
(3,367 sguare kilometers) annually and will create additional pressuresfor rural migration due to
shrinking arable land.>*

Chinais now the second largest producer of global greenhouse gases (GHG) after the
United States, though per capita Chinese emissions are just one-eighth of U.S levels.
Nevertheless, Chind s rising energy needs and automobile use will rapidly increaseits GHG
emissions in coming decades. The International Energy Agency now projects that Chinawill be
world’ s largest CO2 emitter by 2009, a decade earlier than originally predicted, though the U.S.
will continue to be the largest per capita producer of such gases.® According to the International
Energy Agency, increases in Chinese GHG emissions from 2000-2030 will match the increase
by all the industrialized countries put together.® China signed the Kyoto Treaty in 1998 and
ratified it in August 2002, but, as a devel oping country, it is not subject to the emissions curbs
imposed on developed signatories. Nevertheless, global warming would have considerable
adverse conseguences for China, including lower crop yields and coastal flooding in the south.

Chinais also the largest consumer and producer of goods that harm the ozone layer.
China has signed Montreal Protocol, establishing schedules for phasing out ozone-depleting
substances. Despite someinitial difficulties, by 1999 Chinawas in compliance with the
protocol’ s freeze on chlorofluorocarbons (CFCs) and in 2002 also froze its production and
consumption of halons and is on schedule to meet its target of 50% reduction of other ozone

depleting substances.’

2. Rising Energy Demand
Although China currently accounts for 10% of oil demand worldwide, China s energy
consumption has been rising rapidly, resulting in an increasing dependence on oil and gas
imports. 1n 2003 China overtook Japan to become the second largest consumer of oil, after the
United States and is the third largest importer after the U.S. and Japan. Chind's oil imports are
expected to surge to as much as 11 million barrels per day by 2020—the same as the U.S. now

imports— from the current two million barrels per day, according to the International Energy
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Agency (IEA). China's dependency on importsisincreasing—in 2006 the Chinese Ministry of
Commerce estimated it at 47% of demand, up 4% from 2005.58 1n 2006, Chinaimported 145
million tons of crude oil, up 14.5% over 2005.59 The IEA’s World Energy Outlook projects that
China s oil demand is set to expand by 3% annually from 2000 to 2030, largely due to increased
automobile use. Natural gas consumption is projected to increase 5.5% annually in the next
three decades, and imports will be needed to meet 30% of demand by 2030. Part of China's
soaring demand for energy stems from waste—Chinese industries waste 70% more energy than
U.S. equivdents. Preferential energy prices for someindustrial enterprises only exacerbate the
problem. While the Chinese government is taking a measured approach to price reform, in 2003
the new leadership recognized that energy conservation is a strategic priority. By some estimates,
enhanced energy efficiency and conservation could help lower China' s oil imports by 12% by
2030.

As of January 1, 2003, China had oil reserves of 18.3 billion barrels, or 1.5% of the
world’ s total reserves, according to the Oil and Gas Journal. Chinese reserves are located in
Xinjiang, the Bohai Seanear Tianjin, and the mouth of the Pearl River Delta.  These oil reserves
are costly to exploit due to geological factors. Oil from most of the more accessible areas has
already been produced.

According to China’ s State Information Center, its crude oil output will peak at 200
million tons annually in 2015, but even that will be far from enough to cover the country's
energy needs. Although in the 1980s China used to be one of the world’' slargest net exporters
of oil outside of OPEC, and relied on the foreign exchange generated to finance trade growth,
since 1996 China has become a net oil importer. Imports have risen dramatically, from 1% of
consumption in 1985, to 45% in 2002. Imported oil will be needed to fulfill 82% of demand in
2030, compared to 34% in 2001.

Natural gas occupies arelatively modest place in China s energy mix, accounting for just
3% of energy consumption or 47 billion cubic meters. China s gas output amounted to 50 billion
cubic metersin 2006.° The Oil and Gas Journal estimates that Chinese gas reserves, located in
Xinjiang, Hainan, and Sichuan, are approximately 53.3 trillion cubic feet or 1% of the world’s
reserves. Like China soail reserves, its gas resources in the northwest have geological features
that make them costly to develop. From 2006-2010, China' s annual consumption of gasis
expected to reach 100 billion cubic meters, doubling to 200 billion cubic meters by 2020. Half

12
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of needed supplies are likely to come from overseas projects.®* Chinais trying to expand natural
gas use to reduce sulfur dioxide emissions from coal burning. The Chinese government aims to
boost gas-fired generating capacity to 10% of overall capacity by 2020, from the current 2.8%.

At present China continues to depend on coal for 70% of its energy needs, a modest
decline from the mid-1990s (when coal accounted for 75% of the energy mix), but a slight
increase from the 66-69% usage from 1999 to 2001. Chinahas the third largest reserves of coa
in the world—114 billion tons—though much of it is of relatively poor quality. Chinais aso the
world's largest consumer of coa and the largest emitter of sulfur dioxide.®” Given its continued
dependence on coal, China has been seeking foreign expertise to improve production techniques
and enhance transportation, a major obstacle to the expansion of the industry.

Recognizing that domestic sources of oil and gas are increasingly unableto meet China's
energy needs, Chinese energy companies have been aggressively seeking supplies both in the
Asia-Pacific region, in neighboring Russia and Central Asia, aswell asin Africaand Latin
America. These efforts, accompanied by China's growing demand for energy resources, have
transformed Chinainto amajor player in global energy markets. Chinaalso is expanding its use
of hydroelectric power and nuclear power and other renewabl e sources of energy.

Energy consumption has been rising throughout the Asia-Pacific region, at the same time
that regional production has declined. China s booming economy and corresponding risein
demand for energy resources placesit in competition with other leading consumers of energy in
the region, especially Japan and India. While Japan is currently the largest consumer of energy
in Asia, economic stagnation has slowed consumption growth, but India and Chinatogether are
expected to account for at least 50% of projected energy demand in the next decade.

Moreover, record oil prices have generated fearsin Asia about the potentially negative
impact on economic growth and enhanced concern about the possibility of interrupted supplies
due to instability in the Middle East. The Chinese government is attempting to downplay such
concerns through more active energy diplomacy. At the November 20-21, 2004 APEC meeting
in Chile, for example, Chinese President Hu Jintao proposed an energy initiative to try to
stabilize energy markets in the wake of his country's growing demand and the war in Irag. HU's
plan was designed to improve cooperation in energy resources and promote sustainable

development.
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China s ability to meet its growing domestic demand for energy, and to balance its
energy needs with sustainable development, are considerable challenges. Nevertheless, energy
security iscrucia for China s future role as aregiona power in Asia. As Robert Manning notes,
China could have fifteen aircraft carriers—viewed by many analysts as an essential characteristic

of aglobal power—but this would mean littleiif it lacks sufficient oil to fuel its economy.®®

China’s Environmental Risk Management: A New Approach to Sustainable

Development?

Options available to China s neighbors in managing environmental risk depend, to a
large degree, on the extent to which Chinese domestic policies respond to environmental
problems. Since the 16™ CCP Congress in October 2002, the new Chinese leadership has
embraced the rhetoric of sustainable development, as a part of its overall goal of creating a
harmonious society.**  For example, on June 28, 2005, Hu Jintao told a Politburo meeting on
China’s energy strategy that China should promote sustainable production and consumption, and
establish aresource conservation system. Nevertheless, in the same speech he also advocated
continuing to raise peoplé€’ s living standards to achieve a moderately well off (xiaokang) society,
goals that may be contradictory given the large size of the Chinese population.®® Prime Minister
Wen Jiabao has made similar statements on sustainable development. At aMarch 2005 forum
on the environment, population, and health, he called on cadres at every level to approach these
issues with greater urgency.® The increased attention to sustainability involvesimplicit criticism
of view that rapid GDP growth should be main indicator of development, as was the case since
Deng Xiaoping's day, and aview particularly associated with former Prime Minister Zhu Rongji.

The 11" Five-Y ear plan (2006-2010) set ambitious new targets for pollution reduction,
energy efficiency, and reduction of energy consumption. Chinese officials aimed to reduce
energy consumption per unit of GDP by 4.4% annually and to cut discharges of major pollutants
10% by 2010.°” All of thisis premised on an annual economic growth rate of 7.5%. Chinese
experts admit that waste and pollution need to be factored into China’ s GDP growth rate, though
they disagree on the amount, with low estimates of GDP losses from pollution and waste at 2%
and high estimates at 10%.%°

14
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In 2006, however, China s growth rate reached 10.7%. As Prime Minister Wen Jiabao
acknowledged in the March 2007 government work report, Chinafell short of its goalsto cut
energy consumption by 4% and to reduce emissions of pollutants by 2%, which he attributed to
the slow pace of industrial restructuring, the continued overheating of certain economic sectors,
and inadequate implementation of environmental laws on the local level.”® Nevertheless, the
Chinese government objected to including globa warming on the United Nations Security
Council agenda, as proposed by Great Britain in April 2007.”

Even aleadership that istruly committed to sustainable development will face an uphill
battle due to provincial opposition to enforcement of environmental regulations and the
weakness of State Environmental Protection Administration (which depends on provincial
governments for funding in the provinces). While concerned with the prospect of domestic
instability over resource degradation, at the same time the Chinese leadership continues to
restrict the development of civil society, especialy the role of NGOs, which have proven crucial

elsewhere in the world in promoting environmental awareness.

Civil Society and risk

Scholars such as Ulrich Beck assume that civil society plays apositiverole in caling
attention to risk and demanding policy changes. As the China case shows, however, society
plays adua role, contributing to risk through consumerism, while at the same time suffering the
conseguences of government or industrial policies that disregard environmental consequences.
Moreover, unlike Western Europe, where most risk theorists have focused their research, the
environmental movement in Chinaremains limited in scope and therefore may not yet be able to
play aleading rolein calling attention to risk, as the theory would predict.

China has become one of the fastest growing markets for automobiles, causing increasing
demand for fuel and exacerbating air pollution. In the 1990s the Chinese government’s decided
to invest in a domestic automobile industry, at the same time as economic prosperity in urban
areas created a middle class with greater disposable income and demand for persona autonomy.

Ten years ago bicycles were the dominant form of private transportation, but today members of
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China s expanding middle class are buying carsinstead. Thereis now one car for every 70
Chinese, compared to one car for every two Americans. Currently there are 20 million vehicles
on Chinese roads, but this figure could increase tenfold in the next 15 years due to the rapid
expansion of private automobile ownership. In 2003, Chinese citizens purchased 1.9 million cars,
up from 1.2 million in 2002 and 800,000 in 2001.

Asof July 2005 new rules mandate that heavier vehicles will have to improve gas
mileage by 10% in 2010 and by 20% by 2020. This means that sedans will have to have rates of
28-31 miles per gallon. Chinese SUVswill have to do much better than their American
counterparts (which get 20 miles per gallon) and achieve a mileage rate of 27-29 miles per gallon.
Commercia vehicles and trucks are not included in these rules. Moreover, the new Chinese rules
are well below Japanese and EU fuel efficiency standards.

Some car manufacturers, like Volkswagen Asia, are switching to diesel engines, which
are more fuel -efficient, though more polluting than equivalent gasoline engines. Since
automobile manufacturers will have to provide this technology, car prices are likely to increase
and slow demand for vehicles. The Chinese government is also trying to reduce demand for car
ownership by instructing banks to restrict credit for car loans and imposing taxes of up to 27%
on the purchase price of vehicles with big engines, such as SUVs.”> However, the Chinese
government is unlikely to take steps to harm the country’ s booming automobile industries, now
an important source of export revenues and of employment for workersin China s rust belt in the
Northeast, as well as a status symbol for China’ s middle class.

Consequently, rising automobile useislikely to exacerbate China s air pollution risk.
Beijing, for example, accountsfor 1/8 of all vehiclesregistered in China (2.7 million as of spring
2006) and 1,000 new ones are added to the city’ s streets every day. Asaresult Beijing now
accounts for amajor share of the country’ s nitrous oxide, carbon dioxide, and ozone emissions.
The amount of particulates (fine particles emitted by motor vehicles which can cause lung and
heart damage) in Beijing is 50% higher than the national average, which istwice the U.S.
standard (50 micrograms/per cubic meter of air).”

What of efforts within Chinese society to address environmental risk? Western observers
are divided about the progress made by Chinese environmental groups in recent years,” with

some experts calling attention to the growth in the numbers of such NGOs and their impact on
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policy, while others note the continued restrictions on the non-governmental sector and
repression of individual activists.”

Assessments of recent legidlative changes are equally ambiguous, as apparent progress
such as the recent identification of the public’s “right to know” can easily be superseded by state
security concerns. For example, while anew law, expected to come into effect on May 1, 2008,
requires state and local authorities to publicize environmental information, other recent laws
have sought to limit media coverage of emergencies and restrict access to the internet. These
ambiguities reflect the difficulties for Chinese policymakersin attempting to diffuse public
tensions over environmental issues, which have contributed to a growing number of public
protests, especially in poor rural areas, while preventing the politicisization of environmental
activism, as happened in Eastern Europe and the former Soviet Union in the 1980s. According
to Peter Ho, a European scholar, the pressures confronting both the Chinese state and the
environmental NGOs have created a distinctive form of environmentalism in China, relying on
greater intervention by government through the “greening” of the Chinese state, and amore
restricted field of action for environmental groups, which are obliged to remain local in focus
and narrow the scope of their activities™.

How engaged is the public on environmental issues? |s the Chinese public likely to play
the catalytic role envisaged by risk theorists? Thus far the results here are also inconclusive. A
poll by the State Environmental Protection Administration found mounting concern among the
public about the state of the environment—=86% of residentsin 28 citiesin Chinathink pollution
has a negative impact on their health, but the agency also encountered pervasive apathy in the
public’s approach to environmental problems. Although SEPA reported a 30% increase in
public reporting of pollution incidents in 2006 (some 600, 000 reports were filed), of those
surveyed, only 23% knew of the state environmental pollution hotline and a majority expected
the government to address environmental problems, though most respondents were dissatisfied
with the state of the environment.”’

At thisjuncture, the growth of environmental risk in China outpaces the level of risk
awareness both in society and in government. Although the new Chinese |eadership appears to

be recognizing the problem at the rhetorical level, the urgency of their responseis at issue.
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Moreover, provincial opposition to the implementation of legislation, the weak NGO sector, and

inadeguate transparency continue to pose barriers to environmental risk management.

Environmental Risk Management in Sino-Japanese Relations

Do environmental problems promote Sino-Japanese cooperation or exacerbate deep-
seated conflicts between them? Redlist analyses portray the Sino-Japanese relationship as a
zero-sum competition for resources and trade partners, while constructivists point to conflicting
nationalisms and historical narratives underlying tensions between the two states. Liberals focus
on efforts by China and Japan to devel op regimes to address collective goods problems such as
air pollution. Y et Sino-Japanese energy relations have become more cooperative of late and
security concerns periodically have intruded in their environmental relations.

By contrast, the risk approach presented here examines the interaction between risk
management in China and Sino-Japanese relations on energy and air pollution. Following Daase
who posits that states pursue multi-pronged risk management strategies, the paper outlines the
changing patterns of Sino-Japanese interactions to address air pollution and energy security
issues. Further research will examine the process by which Japan views certain types of
environmental risk as athreat, what the Copenhagen School of constructivism refersto as

“securitization.” 8

1. Air Pollution

While Sino-Japanese political and security relations have experienced many highs and
lows over the years and have been particularly tense in recent years, their economic ties have
grown steadily nonetheless and led to considerable economic interdependence. In 2006 China
overtook the United States as Japan’s largest trade partner, and Japan is China s third largest
trade partner after the European Union and the United States. By and large, from 1979 to 1999,
Japanese overseas devel opment assistance (ODA, of which environmental projects have become
an increasingly important component) to China proceeded independently of other issuesin the
bilateral relationship.
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Political factors have occasionaly intruded, however, as Japan stopped thisaid for ayear
along with the U.S. and European states in protest against the Tiananmen crackdown in 1989 and
again in 1995 to protest against Chinese nuclear tests. Japan’s dumping of chemica weaponsin
China after World War Il aso has complicated environmental cooperation, particularly when
bilateral tensions over history issues have been exacerbated. In general, however, the Japanese
preference for technocratic solutions focusing on technological fixes for environmental problems
has fit well with Chinese government priorities.”

Nonetheless, the Chinese government’ s approach to risk management—especialy its lack
of transparency on acid rain—initially posed considerable barriers to cooperation. Chinadid not
recognize that it generated a trans-boundary acid rain problem until 1992 and did not even fund
the study of acid rain until the 1996-2000 Five-Y ear plan. At the same time that China began
acknowledging its contribution to regional environmental problems, Japanese officials opted to
make the environment a priority sector in ODA for China.®’ In the mid-1990s this led to a major
shift: while environmental loans constituted just 1.8% of Japanese loans to Chinain 1995, they
made up more than 60% of such loansin 1999, a development that Chinese leaders did not find
entirely welcome, due to their preference at the time for support for infrastructure development.®

A Japan-China Friendship Environmental Protection Center was established in Beijing in
1992. In 1994 Japan and China signed a bilateral agreement on environmental cooperation to
promote joint research and information exchange.® Thisled to a series of high-level meetings
on environmental cooperation, culminating in a 1997 agreement on Sino-Japanese environmental
cooperation in the 21% century.®® Sino-Japanese environmental cooperation is notable for its
multifaceted nature, involving bilateral aid through Overseas Devel opment Assistance (ODA),
private sector, regional, and sub-regional initiatives, aswell as multilateral cooperation with
South Korea, and global efforts through the Kyoto Protocol.

Although Japan has been reducing its ODA to Chinain recent years, with an intention to
end it by the 2008 Beijing Olympics, al of the 62 billion yen in loans for FY 2006 went to
environmental projects and technical aid for environmental and public health projects will
continue beyond 2008 due to their direct impact on Japan.®* Japan has provided 3.2 trillion yen
(approximately US$26.6 billion) in ODA to Chinasince 1979.% The extent of thisaid is not
widely publicized within China, however, and has tended to be dismissed as serving Japanese
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commercial interests. Infact, at the outset Japanese loans to Chinawere not tied to its
procurement of Japanese technology; this condition was added later in response to Japanese
corporate woes as the economic situation floundered.® Since 2000, however, political concerns
over the consequences of China s economic rise, including the potential for its military to make
use of Japanese development aid, and areappraisal of China s appropriate place in Japan’s
shrinking overseas aid portfolio, contributed to the decision to end most aid by 2008.%"

Sino-Japanese bilateral cooperation occurs within a broader regional context. China has
signed intergovernmental agreements on environmental cooperation with both South Korea
(1993) and Japan (1994). Thanksto a 1993 Korean Foreign Ministry initiative, with the support
of the UNDP and the ADB, senior officials in Northeast Asia began meeting to discuss energy
and air pollution, ecosystem management, and capacity building. Thisforum led to the
development of sub-regiona cooperation on environmental issues, such as the Northeast Asia
Sub-Regiona Programme for Environmental Cooperation (NEASPEC) and, promoted enhanced
communication among regional environmental ministries viathe Northeast Asian Conference on
Environmental Cooperation (NEACEC) as well as enhanced research.®

Another Korean initiative, the Expert Meeting on Long Range Transboundary Pollutants,
sponsored by the Korean National Environmental Research Institute, established a program of
joint research for South Korea, Japan, and Chinato measure acid rain.%® Similarly the Japanese
Environment Agency also set up aregional acid rain network and the Ministry of Education
supported cooperative research relating to acid rain in China *South Korea, Japan, and China
also have initiated projects to monitor yellow dust in the region. They have cooperated to set up
monitoring stations in Chinato provide advance notice of dust storms and to develop tree
planting programs to help reverse the desertification process.™

Japan also has been instrumental in providing technical assistance to Chinato address
acid rain and GHG emissions problems. Once the Chinese government admitted that acid rain
from China was reaching Japan, the Japanese government began including desul phurization
technology in its Official Development Assistance (ODA) for Chinaand the Ministry of
Economy, Trade, and Industry (METI) came up with a Green Aid Plan focusing on clean coal
technology and energy efficiency.”

By signing agreements on global warming, Chinais eligible to receive assistance in
reducing its GHG emissions, through the Multilateral Fund (Montreal Protocol) and the Clean
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Development Mechanism (Kyoto Protocol). Japan has played an active role in providing clean
technology under these mechanisms. In the past five years Japan’s Energy and Industrial
Technology Development Organization has conducted feasibility studies for 50 projects to
reduce carbon dioxide emissionsin China.*

During Prime Minister Wen Jiabao’ s meeting with Prime Minister Shinzo Abein Tokyo
in April 2007, the two leaders discussed assistance with anumber of environmental projects and
cooperation in the development of clean technologies and improving energy efficiency. The
Chinese leader aso expressed his willingness to become involved in negotiations to develop a
successor to the Kyoto Protocol, but remained wary of committing Chinato any numerical
targets.>* While a promising sign of a possible shift in China's position enabling more substantial
Sino-Japanese cooperation to reduce global greenhouse gases, the viability of a successor to the
Kyoto regime will depend on broader developments within international society. In particular,
the policy of the next American president will have a major impact on the evolution of global

norms for reducing greenhouse gases.

2. Energy

Energy issues have highlighted competitive, at times conflictual, aspects in their relations.
The countries have become competitors in global energy markets as China s dependence on
energy importsisincreasing. Japan imports 99% of the 5.3 million barrels per day of oil that it
consumes and is the second largest importer of oil after the U.S. China s oil imports have now
reached 6.9 million barrels per day.*> A Japanese defense report leaked in November 2004 said
war between the two powerful neighbors could be sparked by an energy crisis, which Beijing
sharply criticized as evidence of Tokyo’s“Cold War mentality.” For its part, China aso accuses
Japan of attempting to disrupt Chinese energy projects around the world, including in Russia,
Iran, Sudan and Australia.

China’ s growing need for energy resources already has led to increased competition
between the countries over priority accessto Siberian oil, instigated initialy by rivalry between
Russian oil companies, Y ukos, which favored the original pipeline from Taishet to Daging, and
Transneft, the Russian oil pipeline monopoly, which proposed to Japan a Pacific pipeline

alternative, spanning across Russian territory to Kozmino Bay on the Pacific coast, near
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Nakhodka. Even as Y ukos was sidelined as a corporate player, the Putin government saw
advantage in playing off Chinese and Japanese government interestsin Siberian oil, while
reassuring each side that their preferred pipeline project was the one Moscow would pursue.®®

Transneft, began constructing the East Siberia Pacific pipeline on April 28, 2006. The
Taishet-Skovorodino portion is supposed to be completed by 2008 and to provide 80 million tons
of oil per year, including 30 million tons for China. The Chinese National Petroleum Company
is providing $400 million to connect the pipeline to the Chinese border viaa 43-mile spur. The
pipeline from Skovorodino on the Russian-Chinese border to Kozmino Bay is scheduled to be
completed by 2013, although recently Putin has cast doubt on its ability to provide sufficient oil
for both China and Japan, as promised in recent years.

At present the Russian government has been seeking to reduce foreign investment in the
energy sector, which could limit opportunities for both China and Japan in the Siberian project.
Regarding Japan, there are many uncertainties regarding the interest of companiesin
participating in the absence of government guarantees (especially considering Gazprom's strong-
arm tactics to reduce the stakes held by U.S. and Japanese firms in the Sakhalin 2 project) as well
as questions about its future demand for oil, given Japan’s effort to seek alternative energy
sources.”” While China has been determined to build a pipeline from Daging to Skovorodino,
more than a decade of frustrating energy relations with Russia have served to emphasize the
importance of diversifying sources of supply beyond Russia and in exploring multiple options
within Russia® After neglecting Sakhalin energy, originally focused on the Japanese market, in
favor of Siberian projects, Chinanow has ajoint venture with Rosneft to explore the Venininsky
bloc in Sakhalin 3.

The real competition between China and Japan over energy resources focuses on their
dispute over offshore gas fields in the East China Sea. Japan has protested China s plan to
develop the Chunxiao gas field in the Xihu trough, a 22,000 sgquare kilometer area some 500
kilometers southeast of Shanghai, which is projected to produce 250 million cubic feet of gas per
day in 2005. The field is located near the Senkaku/Diaoyutai islands, contested by China, Japan,
and Taiwan. The Japanese government contends that the project extends beyond the “median
line” between the two countries, while China asserts that the maritime border actually should

extend even further east.
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Japan sent a seismic survey vessel to the field in July 2004 to seeif the reserves claimed
by China extended into Japanese territorial waters. In protest against what Beijing termed
Japan’ s “dangerous provocation,” Chinese destroyers sailed directly into the survey vessel’ s path,
only changing course at the last minute to avoid collision. Originally Royal Dutch/Shell and the
Unocal Corporation acquired a 20% stake each and planned to invest $85 million in the
Chunxiao gas project, but after years of discussions with Sinopec and CNOOC, in September
2004 the two foreign companies decided against further participation, claiming that the venture
failed to meet commercial requirements. According to Hisahiko Okazaki, an adviser to Prime
Minister Abe, the East China Sea dispute is most likely to put China and Japan ‘on a collision
course.” ¥

Nonetheless, despite the tensions that have periodically emerged in Sino-Japanese
relations, the two states have managed to engage in dialogue on the offshore gas fields and
broader regional issues of energy security. China and Japan held several rounds of talks on the
disputed project since 2004, but have yet to resolve their differences. Wen Jiabao and Shinzo
Abe agreed to hold regular official talks on energy issues and to jointly develop offshore gas
resources ‘in large expanse of ocean,” but the Chinese Prime Minister’ s visit failed to lead to any
breakthrough on the maritime border disputes and the Chinese government plansto continue
with its own gas projects in areas of the East China Sea not disputed by Japan.!® The two
leaders pledged to ‘ strive for a specific proposal for joint development’ of gas reserves by the
coming autumn, though neither side provided any detail

Although energy typically is viewed as an arena for competition and conflict among
states afflicted by resource scarcities and uncertainties of supply, in recent years the Asia-Pacific
region has seen a number of regiona actions to encourage dialogue on energy security. Such
efforts have involved individual efforts by the Chinese and Japanese governments, as well as
initiatives by ASEAN+3, the East Asian Summit, and the U.S.-led Asia-Pacific Partnership on
Clean Development and Climate, launched in 2005, and including both China and Japan, as well

as South Korea, India and Australia.'®

23



Globalization and Environmental Risk in China’s Relations with Japan

Conclusion

A risk approach reveals the foreign policy implications of unsustainable development,
resulting in energy insecurity and air pollution which affect China’ s relations with its neighbors,
including Japan. If realists argue that arising China poses a threat and should be contained, and
liberals argue that, to the contrary, China does not pose athreat and should be engaged, then risk
theorists provide a more complex picture. They would argue that aweak China, afflicted by
environmental degradation and resource scarcities, poses risk, which can only be remedied by
heightened awareness within Chinese society, prompting pressures for policy change.
International and global society can contribute by strengthening norms for environmental
protection and energy efficiency and providing support for China s emerging environmental
movement.

The research for this paper thus far has shown that while both the Chinese government
and society have made progress in risk management, many obstacles remain in terms of
implementation of national policieson the local level, adequate transparency, and opportunities
for societal action. Consequently, environmental risk will continue to shape Sino-Japanese
relationsin the years to come.

If Sino-Japanese energy relations tend to be viewed in realist terms thisis because of the
securitization of risk on both sides. Given their dependence on energy imports and vulnerability
to disruptions in supply, both China and Japan tend to securitize their access to energy.
Nonetheless, at times cooperation prevails over competition in Sino-Japanese energy relations,
and factors other than economic and security interests appear to be at play, particularly the
influence of history and nationalism in the two countries at any particular time. Air pollution has
not seen the same degree of securitization on either side, areflection of the lack of urgency of the
issue. Unlike energy, where shortages are readily apparent in terms of prices and shortages, the
public health impact of air pollution has alonger time frame. Moreover, cooperation on air
pollution has been more constrained by problems of transparency and implementation on the
Chinese side.

The paper also has found that there are arange of responsesto risk. If Sino-Japanese
relations on energy and environmental relations have not been consistent, this reflects the variety

of risk management options, involving bilateral and multilateral cooperation as well as
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competition and financia incentives. The future of their relationsin this areawill depend as
much on China’ s commitment to sustainable development as on the issues of history and
nationalism that tend to grab the headlines.
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