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Executive summary

1.

Europe and the Netherlands have become major destinations of Chinese investment.
Increasingly, foreign investment projects are carefully considered parts of a Chinese

O 2 Y LJ y &t€ra planLofglbbal expansion. Chinese companies do not (or no longer)
a4SS1T G2 Godz2 dzL (GKS 9dzNRPLISFYy SO2y2Yeéed C:
AYFEESNI O2YLI yASa FEA1SZT 9dzNRPLIS Aa 2dzald 2y
to take to a global lesl the competition not just with their main foreign (American, East

Asian, European) competitors, but also with each other.

The ChindJS trade war and American sanctions have had an impact ebhifla trade

and investment, although not always negatively. The rapid deterioration of the
perception of China in the Netherlands and elsewhere in Europe has also affected
Chineseénvedi SR 02 YLl yASad {2YS 2LISNIGAy3a Ay aO
telecommunications or sergonductors have responded by moving into other sectors or

types of products, or by stepping up their public relations effort.

Both state and privatelpwned Chinese companies are becoming increasingly
transnational (fusing domestic and international capital), hybridized (mixed ownership of
private and state capital) and financialized (capital routed via listed entities, offshore and
onshore).

Chinese stat@wnership patterns are complicated due to the different layers of
governance, authority, and control within the Chinese patigte; informal routes of
control and influence; managerial practices and economic governance; external
pressures from host ingtitions and regulation. The analysis of ownership structures
must therefore be complemented by work on other modalities of control.

Onethird of the selection of the main Chinegevested companies in the Netherlands
analysed for this report have a statevned ultimate beneficiary owner (UBO) holding a
controlling stake. fie other twothirds consist of firms that are either privately controlled
or have a mix of statewned and private minority owners. Moreover, state agents
increasingly act as venture agglists who aim at financial returns rather than strategic
control.

The Chinese business elites on the boards of Chinese companies and their subsidiaries in
the Netherlands are often trained abroad, connecting with western companies through
shared manag®ent positions and more informal business networks. In addition, their



parent companies often recruit Westerners as independent directors and advisors to
their boards who act as interlocutors and bridges between China and the West. Together,
this globalizd Chinese and foreign business elite has strong connections with politics and
government in their country or place of origin. We did not find indications of influence of
Chinese administrators on Dutch politics.

7. Chinese firms are aware of the importanoé local expertise and knowledge for the
success of their overseas companies, branches and subsidiaries. The majority of directors
of Chinesdnvested firms in the Netherlands registered with the Dutch Chamber of
Commerce are Chinese, but we also foundignificant share of Dutch or other
nationalities. Similarly, the management of Chinese companies in the Netherlands usually
consists of a combination of Chinese, Dutch and other, mostly Western, nationalities.
These managers usually have considerable autonregarding operational matters and
the implementation of company strategies. The management of stateed enterprises
tends to consist of more Chinese expats who also occupy the most influential positions.

8. Associations, business clubs and personainegations bind Chinese companies and
businesspeople into a loose network of support and information exchange both
internationally and in the Netherlands. While the companies compete over markets,
customers, innovation, financial support and personnel, thisp tend to help each other
with advice and tips, and the managers build up social relations of both a professional
and private nature.

9. Chinese and Dutch government and seyavernment agencies facilitate and promote
Chinese investment in th&letherlands (often alongside trade and investment in the
opposite direction). They play a crucigyet often overlooked; role in channelling and
promoting communication in both directions. These organizations are useful sources of
information, knowledgeand access, and strengthen SiDatch collaborations. Dutch
government organizations have become more selective in their support for foreign
investments and attune their services to Dutch local needs and strategic preferences.
Chinese organizations tend te very knowledgeable about the challenges involved in
navigating the differences between Chinese and the Dutch markets and business
contexts.

10.Many actions of Chinese firms or other actors may beistdfested and may even be a
threat to certain interests in Dutch society, but they may very well benefit others. Choices
for or against certain forms of Chinese impact on Dutch society are theratpolitical
choices in favour of or against certain interests in Dutch society. This is an aspect of China
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L2t A0& YI{1{Ay3a (GKIGd Aa 2FGSy 20SNI221SRZ Sa
are invoked.

Party members are found in many Chinese staeed institutions and companies
FONBFR® ¢KS / KAYSAS /2YYdzyAaid orklspefifiealya o/ / t
targets such Chinese enclaves abroad in order to tie them back into the system at home

and counter the localization of Chinese actors.

Party building work abroad concerns party members who in principle go abroad
temporarily and not thosevho have emigrated permanently. The latter are subject to

GKS tI NlIeQa 20SNBSIa / KAySasS LRtAOASAE Nz
In stateowned enterprises abroad, the party organization is subject to the joint
leadership of the party committee of tHeeadquarters of the company back in China and

the party committee of the Chinese embassy or consulate in the host country.

Overt party activities are often not possible abroad. Party building activities abroad take
LX F OS 2y (KS o-HdisdAza NS ZialivIGsurg 8t mad2 ofjahigation,
internal party positions, party member status, internal party documents, and internal
party activities.

Chinese businesses abroad face multiple or even conflicted pressures. They should
expand, grow andnake a profit, but also stay attuned to the interests and goals of the
CCP. This is also reflected in overseas party building. Improving corporate efficiency,
enhancing corporate competitiveness, and maintaining and increasing the value of state
owned assts are the main point of party work in enterprises abroad.

Party building work also ensures that enterprises abroad conform when and where
needed to the wishes of the CCP. However, this does not necessarily or even primarily
concern ideology or politicdl Yy ¥ € dzSy OAy 3 o6dzi / KAyl Qa I NHS
AY AYUSNYFGA2yFE LREAGAOCAT SalLISOALFfte &aiNB
its public diplomacy and soft power strategies.

Overseas party building has been borne from finding tsms to a range of often
O2YUNI RAOUZ2NEBZ LINF OGAOFEf LINRPofSYya INRaAy3
a plan hatched in advance and systematically rolled out across the globe. Instead, the
Party is learning by doing. Its overseas workféeswith inconsistencies and varies vastly
between countries and contexts, including in its limited presence in the Netherlands.

Vi



18. There is only limited direct evidence of CCP party building work among Clminvesgéed
firms in the Netherlands. Some morei@ence exists of the role played by the party
committees of parent firms in China, but this tends to be indirect and strategic, without
involvement in the normal operations of their subsidiaries in the Netherlands. The limited
amount of CCP work in Chineiswested firms has not generated any deliberate
influencing in the Netherlands, let alone potentially malign interference.

19. Nevertheless, there is a deliberate drive to step up party building efforts, particularly in
those European countries with a largaumber and size of Chinegevested firms,
especially statowned and controlled ones. Moreover, certain Chinese (Systaite
agencies and many Chinese firms are in general committed to overseas party building
work. This may very well foreshadow futurevédopments in the Netherlands as the level
of Chinese investments continues to grow.

Vii



Recommendations

Chineséusinessei the Netherlandsmakeimportant contributionsto the Dutcheconomy.
But they also present a formidable competition. Chinesebusinesseshave incorporated
internationalbusinessand managemenfpracticesand haveadaptedto the requirementsof
the economiesand political systemsn other parts of the world, includingEurope.However,
they remainrooted in a distinctive political economycontrolled by an immenselypowerful
one-party state. Particularlyunder Xi Jinping,the CCPhas increasedits grip on society,
includingits (private) companiesand businesselites. With the international expansionof
thesebusinesseshis grip of CCPhasalsoexpandedand internationalized.To optimize the
benefitsof SinaDutchexchangesvhile limiting the negativeimpacts,we shouldrefrain from
cutting off or restricting exchangesand relations with Chinesefirms and businesspeople.
Dutch busineses,societyand governmentshould stay critically engagedwith their further
integrationin the globaleconomy includinghereat homein the Netherlands Belowwe give
afew suggestiongor how this couldbe done.

1. In order to facilitate the integration of Chinesenvested firms and monitor their
activities,existingmechanisms&andorganizationghat actassupportersof SinaDutch
collaborations,suchas the NetherlandsForeigninvestmentAgency(NFIA)and the
Association of Chinese Enterprises in the Netherlands (ACIEN), should be
strengthenedln addition,it maybe worthwhile to setup anindependentplatform as
a meetingplaceto shareexpertise,knowledge,best practicesand advicefor Dutch
national and local government agencies, Chinese businessesand business
organizationsas well asfor Dutch businessesThisplatform could also be usedto
liaisewith similarorganizationslsewherein Europe.

2. Dutch government policy making regarding Chineseinvestmentsshould build on
existingbestpracticesof adaptation,reciprocalcooperationandfacilitation like some
of thosethat we identified in thisreport. Thesancludethe pastcooperationwith the
Chineseembassyn the Associatiorof Chineseéenterprisesn the NetherlandgACIEN);
the NFIApolicy of selective and strategic facilitation of greenfield investments;
working activelytogether with the existingelaborateinfrastructure of firms, service
providers and (public) organizationsin disseminatingand promoting Dutch (and
European)usinesgractices, rulesandregulations.

3. Mixed boards and SineDutch business exchangesshould be encouraged to

strengthen mutual trust and adaptation. They help to disseminate European
corporate governancepractices, rules, values and standards. Such boards also

viii



generde inter-cultural sensitivity, learning and understanding,and facilitates for
Dutchfirms accessand adaptationto the Chinesemarket and society.Discouraging
Dutchmembershipon Chineseboardsand Chinesemembershipon Dutchboardswill
increasedecouping betweenChinaandthe Westand addfuel to the systemiaivalry
that is currentlyunfolding.

. Policy making regarding Chineseinvested firms and SineDutch businessrelations
shouldidentify cleard NJ R | Ehésaréd flagsshouldnot be limited to investment
screeningbefore an investmentoccurs,but should alsoinclude activities of already
invested Chinesefirms that run counter to the interests, system,or valuesof the
NetherlandsThesered flagsshouldbe public, clearlycommunicatedand monitored.
If transgressionsccur,anenforcementmechanisnshouldtriggerwarnings,demands
for compulsoryrectification, and, if needed,proportional sanctionsimposedon the
transgressingparty in accordance with the appropriate Dutch, European or
internationalrulesandregulations.

. Monitoring is also required of the degree and especiallythe nature and aims of
ChineseCommunistParty building in the Netherlands.However,this ought not be
premisedon the assumptiorthat all typesandaspectsf suchparty buildingmustrun
counterto Dutchinterests.Partybuildingchieflytargetsparty membersabroadwith
the aimto tie them firmer into the systembackin China.Aslong asthis stayswithin
the confinesof Dutchlawanddoesnot facilitate unwantedinfluencingor interference
in Dutch affairs, this is from a Dutch perspective neither particularly good nor
particularlybad, but shouldbe considereda normalaspectof the Chinesegresencean
the Netherlands.

. The quality and accessibilityof data and information on Chineseinvestmentsand
Chinesdirms presentin the Netherlandsshouldbe improvedandbetter coordinated.
Thisdata should be made publicly availableand be regularly updated. In order to
facilitate well-informed policy makingand (public)debate, policy makers journalists,
researchersand practitionersneed accesgo reliable, valid, complete and current
information and dataon Chinesanvestmentsand Chinesdirms in the Netherlands.

. Furtherresearchis neededto expandandfirm up the scopeof this project. First,the
impact of Chinesenvested firms in the Netherlandsshould be investigated for
specific, critical sectorsof the Dutch economy (for instance semiconductorsand
electronics ogisticsandtransport, biotechnology agricuture andfood). Secondthe
role of Chineseexecutivesand directors in global businesselite networks and in



Westernmultinationalsis not yet sufficientlyunderstood.Thisincludesthe role and
influence of Chinesedirectors on Dutch corporate boards. Thrd, we do not know
enoughabout how Dutchtinvestedcompaniesn Chinaadaptto and integratein the
Chineseeconomyand society,and the impactof theseadaptationson their business
strategiesand behaviourelsewhereand especiallyin the Netherlands.



Chapter 1: Introduction

1.1. Rationale and background

The aim of this research project is to understand better how Chinese firms and business elites
operate and network in the Netherlands. The report will focus in particular on the extent and
nature of the influence of Chinese governments and the Chinese QommParty on
Chineseowned or controlled companies in the Netherlands and their subsidiaries.

Chinese business elites, the central and local governments in China and the Chinese
Communist Party (CCP) interact with Dutch business networks. In this rejonvill
investigate the extent to which strategies of the Chinese patafe shape or direct the
activities of Chinese businesses in the Netherlands, and whether and how this spills over into
DutchChinese business relations. The project is primarilyualtbe Netherlands but
neighbouring countries are included where Chinese business ties transcend the Dutch
national border.

There has beemmuch debate about the influence and possible interference of Chinese
interests on Dutch businesses and commerciddtrens, but so far empirical research into

this has been limited. Chinese impact on the Dutch economy and society is inextricably linked

to the emergence of China as the largest economy in the world. What is often unclear,
however, is the nature of thisripact, and to what extent this may harm, or alternatively,

serve Dutch public interests.

l'a |/ KAYSaS odzaaySaasSa FyR [/ KAySasS OFLAGEE KI
business class is emerging. This globalizing Chinese business eliterentdffiem the

GNI RAZAEGNME El & / KAy SaSé mthe Netharkts, @Beke2821)a / KA
So far, however, there is very little research on the practices, networks, motives and ideas of

this new elite. Existing empirical research intogbenatters has so far mostly treated Chinese
investments and firms as black boxes without looking more closely into the communities and
networks of the people that are in charge (De Graaff 2020; De Graaff & Valeeva 2021). This
contrasts sharply with theeh literature on Chinese businesses and business elite networks

in the Global Southand the steadily growing academic literature on the volume of Chinese
outward foreign direct investments (OFDBI).

10n Chinese investments in Africa, see Brautigam 2009; Lee 2017, On Latin America andBysiatigam and Tang 2011,
Jenkins 2018; Jepson 2019; Nyiri and Tan 2016.

2Hanemann and Huotari, 2017; Zhang and Van den Bulcke, 2014; on institutional anch&cdrivers and constraints, see
are Brennan, 2011; Buckley et al., 2007; Ma and Overbeek, 2016; on the effects on firm performance, environmental policy
and labour standards, see Burgoon and Raess, 2014.



This gap is all the more surprising given the mountimigcerns in Western countries about
the ties and influence of the Chinese pastate with Chinese investments abroad. Policy
makers in the Wegt including the Netherlands are seriously concerned about the damage
China might do to economic competitiversesa level playing field or national security, in
addition to more normative concerns related to values and norms, such as human rights,
labour rights, the environment or privacy.

Much of the public debate builds oassumptionsabout the motives, interest and
connections of Chinese business elites and the firms that they lead. Usually, these
assumptions focus on the fact that a company is statemed or has another connection with

the Chinese partgtate 3 However, what this stat®@wnership or state conngion implies in

terms of corporate governance, management, influence or interference, is rarely analysed.
CKAA AIYy2NIyOS Aa 2F0SY FYLEATFTASR o0& | aadzyLd
Rumsfeldian knownlzy 1 Y2 6y & | 62 dzi T2 NO|SRE2 2YNE ¢S 2N FRilgd INBS
nobody has yet been able to find.

This report builds on the expertise of De Graaff and Pieke in the investigation of Chinese
business elites, investments and firms in the Netherlands from two complementary angles:
their tieswith international business elite networks on the one hand and with the Chinese
party-state on the other.

5S DNJIIFFFTQa 62N] KIFIa adlNISR (G2 dzyO2@SNJ) (KS
Chinese globalizing firms (De Graaff 2020; De Graaff & ValddH),2and how these

networks interact with Western business communities and networks, as well as their links to
domestic statebusiness networks in China. Although this work provides us with important
background information on the corporate and politicdites networks at the commanding
KSAIKGa 2F / KAylFrQa 3Ft26FfATAy3 OFLAGEET 65
Chinese firms touch ground in host countries like the Netherlands. What happens at the level

2T | FANNQA & dzgivertheAnerdaBirgly poirizedigedioliticadztate ofhffairs

in which SineDutch trade and investment relations are currently situated?

t AS15Qa 62N] 2y (GKS /KAySasS /2YYdzyArad tFNIeQ
has recently cometofoclsy G KS //t Qa LINBaSyOS 2dziaiARS / KA
t I NIédQa SELX AOAG Ay TtdsSSyOS 62N] GKNRIAK AGaA
0KS ST¥T2NI 02 0dzZAfR GKS tIFNIeQa 2y 2NAFYAI

a
NBE&SIHNOK S@ARSYyOS 2y GKS //tQa FT2NBAIy | Od

3 This includes the 2019 China strategy of thedbugovernment, see St SARay 2 (1 AR SY 14 SREWI Yy ¥ Rdz6 S o
6t 2f A0e YSY2NF YyRdzY - KAERISY DbISGKEBHBI yRA 1 yOSeévsx HM al @
https://www .parlementairemonitor.nl/9353000/1/j9vvij5epmjley0/vkyoniedyrz@ad on 3 April 2022.



https://www.parlementairemonitor.nl/9353000/1/j9vvij5epmj1ey0/vkyonie4yrz7

bSGKSNIIYRax O2YLX SYSyGAy3a KAA [ SARSYy! aAl/ Sy
traditional overseas Chinese communities in the Netherlands (Pieke 2021).

Thespecific research questions that this project will investigate are the following:

1. How are Chinese business elites connected to each other and to Dutch business elites?
To what extent and how do Chinese and Dutch business elite networks and exchange
influence the management, operations and corporate strategies of Chinese invested
firms in the Netherlands?

2. To what extent are Chinese businesses in the Netherlands connected to or influenced
08 OUKS //tK 2KIG NRtS R2Sa (Ké&ddandwhatd 2 NBI
purposes does it serve?

We have approached these two questions from the following, complementary angles:

1. The nature, development and strategies of Chinese investments in the Netherlands
(chapter 2). This includes a discussion of businessegies, the institutional and
wider (geo)political context, and an overview of the Chinese and Dutch private,
government and CCP organizations and businesses involved inChitoése business
cooperation and networking.

2. Ownership structures aChineseinvested companies in the Netherlands (chapter 3).
Ownership of Chinese companies in the Netherlands varies greatly and is often
difficult to capture in a simple privatpublic binary. We present a typology and
examples of ownership structures tliustrate this diversity. We reflect on possible
implications for Chinese government and party impact.

3. Networks of Chinese firms and Chinese elites present in the Netherlands (chapter 4)
What happens when Chinese subsidiaries of large globalizingdiass/ell as smaller
enterprises and entrepreneurs are established abroad? This analysis looks at the
business (elite) networks of both the parent firms and the overseas subsidiaries and
the interaction between them. It also includes a discussion of ttexmal organization,
management and human resources of Chingsested firms in the Netherlands and
networking between Chinese and Dutch business elites.

4. The role of the activities and organization of the CCP within Chinese companies active
in the Nethetands. This starts with an analysis of CCP activities and party building
more generally both in China itself and abroad (chapter 5). We will then give an
overview of CCP party work within the parent companies of Chinese firms and
business organizations thare active in the Netherlands and discuss the (limited)
evidence that exists of such party work in the Netherlands itself (chapter 6).



Our research and report should be taken in conjunction with several recent projects on
Chinese impact and influenaethe Netherlands undertaken by the LeidenAsiaCentre and the
Clingendael Institute. These projects provide a baseline of information on the development

and nature of Chinese investments (Pieke, Hong and Stam 2017; Ferchen et al. 2018), research
cooperaton YR SEOKIy3aS 6tAS81S8= 12y3 IyR {i{iSSKz2d
RQI 223KS YR 5S1{1SNI Hnun0X GSOKy2f23A0Ft 022
ties between Dutch and Chinese local authorities (Dams 2022), and the overseas Chinese
communities and elites in the Netherlands (Pieke 2021).

We build on this body of research first of all by our focus on the wider-[Sirioh business

elite networks and the role and influence of the Chinese patége through these networks.

An additional contribubn of our study is the focus on the significance and intentions of
Chinese impact abroad on Chinese and Dutch business abtmsselves How does this
shape the actual operations of Chinese firms in the Netherlands? To what extent are
motivations and pereptions of the activities of Chinese business actors abroad aligned with
those of the central government and the CCP? How do Dutch perceptions of Chinese influence
square with those of Chinese actors?

We takeinfluenceto mean theeffectof actionsg including discourse on behaviour, attitudes,
interests, values, preferences and/or opinions of others. It should be emphasizealthat
interaction influences the parties involved. This is more than just an academic point. Each and
every time a Dutch persorisits China or works with Chinese people or institutions, her or his
understanding and views on China will change. If we believe that any such influence can only
be undesirable or Hintended, the only option is thus not to allow any interaction at all.

Influence can be intentional (though not necessarily rational) or unintentional. If it is
intentional and aims for a person, group or organization to think or do something that they
otherwise would not, we speak dhfluencing* This is still some way removed from
interferenceY Saal 3Sa 2NJ F OdA2ya AYyiSYyRSR (2 &aSN®BS
the other. From the perspective of the BEUC2 NBA dy Ay ISNFSNBy OS 200d
carried out by, or on behalf of, areign statelevel actor, which are coercive, covert,
deceptive, or corrupting and are contrary to the sovereignty, values, and interests of the

QdzNRB LISIFY BSyAzy 09! 0 ¢

Although influence and influencing aoéen perceived as negative or even malign (émas
confused with interference), they can of course also be seen as positive and benign. The

4 Similar to the shorthand definition of power (e.g. Dahl 1957).

5 European Commission, DirectoraBeneral for Research and Innovatidiackling R&I foreigmterference: staff working
document 2022 https://data.europa.eu/doi/10.2777/513746



https://data.europa.eu/doi/10.2777/513746

literature on Chinese globalizing firms and business elites has for instance repeatedly
observed their adaptation to Western management and governance practigash
hybridization of Chinese and Western capitalism amounts to the influence from the liberal
Western capitalist countries on China, rather than weesa, which we tend to think of as
benign. Likewise, Chinese Communist Party building can help cootaupion, rapacious
behaviour or exploitative labour relations in Chineseested forms abroad.

Such a view of influencing has direct and important policy implications. In order to arrive at
relations with China that balance openness with protection itdl\sectors and processes,
guard competitiveness but do not stifle competition, build on shared interests yet respectfully
defends values as the Dutch government formulates thfethe exploration of mutual
interests, values, dependencies is crucial.

AswsS aKlFff RA&AOdzaa Ay Y2NB RSOGFAf Ay GKS OKI L
Netherlands has many different faces, requiring a differentiated policy respdbsme

aspects of Chinese presence may indeed be malign: espionage, pathterd¢rence or

subversion, unwanted technology transfer or even theft. Should these occur, they will have

to be exposed and countered. The majority of Chinese firms and businesspeople in the
Netherlands are participating in international commercial (ijetions andg as has also

been recognized by the Dutch governmenare attractive to engage with because of the

potential access to the Chinese market and capital, large R&D budgets, talent pools and high
quality knowledge infrastructuré.

Many actions 6Chinese firms or other actors may be geterested and may even be a threat

to certain interests in Dutch society, but they may very well benefit others. Choices for or
against certain forms of Chinese impact on Dutch society are therafeopolitical choices

in favour of or against certain interests in Dutch society. This is an aspect of China policy
YF1TAY3a GKIFIG Aa 2FGSy 20SNI 221 SRX SalLISOALffe

Understanding what it is that Chinese firms, governments arel @CP actually wish to

achieve abroad, and how they go about this in the Netherlands, is a first necessary step to
FaasSaa GKS Ylyeée FIL0Sa 2F /KAYlFIQa AYLI OG0 2y
decision makers more specifically to identify @opJi dzy AGASE YR NRaiasz |
Ftl3a¢ 6KSNB | Y2NB Ol dziaAzyl N LIR2fAOe ySSRa

{88 (KS 5dzil OK 32 &S NISY BAREY 2/0 RK K By Eitb RS NI yrpiBydase@orapdurh | v & ¢
a¢KS b S & KKSANAFY Ra | ySo oFLflyOSéonzx H M al @ H T
https://www.parlementairemonitor.nl/9353000/1/j9vvij5epmjley0/vkyoniedyrziéadon 15 April 2022.

7 Beleidsnotitie Nederlan€hina2019, p. 26.
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1.2. Methods and data

Understanding Chinese investments and business conduct in the Netherlands posed
significant challenges to our research. Aparnirthe highly charged perceptions of China in

0KS bSUKSNIFTYRA YR GKS fF01 2F GNIyaLl NByoOea
approach that would cover the multiplicity of aspects involved, ranging from CCP party
building and party work to inforal gatherings and networks that include a wide range of

Chinese and Dutch organizations and individuals. We therefore used several complementary
methods and data, while being aware of the gaps that we would not be able to civese

include the following

1 Interviews with 40 managers or directors of Chingseested firms, intermediaries
and key informants in the Netherlands, both Chinese and-@bmese (see topic list
in Appendix 2)

1 Information from Chinese, English, and Dutch public sources (mediatxyutie
Internet, and social media) about Chinese investments and business in the
Netherlands and the involvement of Chinese governments or the CCP

1 Chinesdanguage academic literature in the field of Communist Party organization
and party building abroad

1 Company data from the Dutch Chamber of Commerce (Kamer van Koophandel), the
Netherlands Foreign Investment Agency (NFIA), and the Chinese Ministry of
Commerce public registry of Chinese companies invested abroad ( o 3" -

. )

1 (Personal) corporateffiliation data from the Dutch Chamber of Commerce

91 Corporate and career data used in earlier studies (De Graaff 2020; Valeeva & De Graaff
2021)

In carrying out this research, we have given full disclosure to our interviewees of our work
and the aims of theesearch, although given the sensitivity of the topic, we often introduced
our questions about the CCP later on in the interview. The interviews were conducted in
Dutch or English. Interviewees and providers of data or information were told that thia was
LeidenAsiaCentre investigation, commissioned by the China Knowledge Network in the
Netherlands and funded by the Dutch government.

We often experienced quite a bit of reticence in getting people to agree to be interviewed,
particularly from relatively ighly placed Dutch or Chinese individuals, but once the interview

had started most (albeit not all) spoke freely. Unfortunately, it turned out to be virtually
impossible to speak with Chinese representatives of large stat@ed enterprises, banks,

theemd 34& 2NJ 2NBFYyATFGA2ya Ofz2asSte Faaz20Al GSR
2N GKS //tQa AyFfdzsSyOS IyR LINBaSyOS Aa fAlSt



other sources of information, such as other interviews (for instance with-Qonese
representatives), or documentary evidence.

The use of multiple sources of information proved to be a crucial component of the study.
Data obtained from Chinedanguage sources (the internet, WeChat official accounts, media,
academic publicationgjould be tested during the interviews and the interviews often put us
on the right track in our research on sources. We have also always tried to independently
confirm key information as much as possible, either from a different interview or a written
source.

The network analyses are based on corporate data collected in previous studies from annual
reports, web research, the Orbis database as well as biographical data on corporate
directors® From these previous studies we extracted data ongheent firmsof Chinese firms
invested in the Netherlands. In particular we have based our analyses on the current member
firms of theAssociation for Chinese Investment Enterpr{®€3EN) in the Netherlangthe

G!/ L9b Al YL S¢0d !/ L9b sialyshaeNohtheYdtal fimberlaf | NI
Chinesenvested firms in the Netherlands (see chapter 2). Nonetheless, they can be
considered a suitable sample for this study, because ACIEN is arguably the key Chinese
business representation network in the Netherlanttscomprises the largest, as well as some
smaller, Chinese firms and has the organizational backing of the Chinese embassy (see
chapter 2 for a more elaborate description of ACIEN). The network analyses were conducted
using Ucinet and Netdraw softwaredi@atti et al. 2002).

In chapter 4 we also used an additional, different sample of firms acquired by Chinese
investors. Here we took a random sample of 40 companies from our combined list of all Dutch
firms acquired by or in a joint venture with a Chinése. First, the full list of all such Chinese
companies was composed on the basis of information provided by the Chamber of Commerce
and the NFIA for this study: we identified 166 such companies active in the Netherlands in
February 2022. After that, weompiled a sample from the 166 Chinese companies by

N} yR2Yf& &aStSOGAy3a nn O2YLIyASa O60KS daag!
information on their current board members from the Chamber of Commerce and compiled

a network dataset. We would like to stieghat this research has relied solely on public
sources and on what has been told to us in the interviews. In the report, we refer to specific

8 The first study (De Graaff 2020), was based on biographical career data of 190 corporate headquarters directors from

twenty large Chinese transnational corporations (based on the Globas@®orbes 2000 rankings) in a variety of sectors

(e.g. finance, energy, technology, conglomerates including shipping and logistics, automotive). The second study (De Graaff

& Valeeva 2021), consisted of data on more than 140 directors on the boardsypf Ghia t F NESad FANNa o62LIS
over 10 billion US dollars or more) who held simultaneous board positions at European firms, connecting 78 Chinese firms

with 228 European firms.



interviews with the date of the interview only. Given the sensitivities surrounding Chinese
influence abroad, weonducted the interviews on the basis of strict anonymity. Therefore,
the report does not contain any information that could be traced to a particular person or a
list of the persons and organizations that we interviewed. Nor do we mention the names of
companies or individuals in this report, except where the information used comes exclusively
from sourcestherthan the interviews.

The research was carried out on behalf of the Lef@aCentre by Frank Pieke ananBide
Graalff together with two researchsaistants. Responsibility for the investigation and content
of the report remains solely with Pieke and De Graaff.



Chapter 2: Chinese foreign investments in the Netherlands

2.1. Development and growth

Chinese business investments in the Netherlands stiiftem modest beginnings in the
1980s and 1990s. At that time, the initiative often came from Dutch businesspeople or
professionals with experience in foreign investments or trade in China. Possibly the first of
these wasCOSCO Cre€xearthat started in 1980 as a joint venture of COSCO (China Ocean
Shipping Company) and Pakhoed in Rotterdam, offering logistics services to importers,
exporters and ship owners. Cre@gean still exists aOSCO Shipping (Netherlands),B.V.
which is fully omed by COSCO Shipping (Europe) GmbH, a daughter company -ofabeid
COSCO Shipping Group of Compahies.

In the 1990s, many authorities and politicians across the Netherlands wanted a slice of China.
Delegations went back and forth, and local authoritestablished friendship ties with
Chinese local authorities (Dams 2022). Initiatives for Chinese investment and business
development often took the form of ambitious plans for a Chinese or Asian business park or
centre. TheChina Hong Kong Trade Cendearted near Rotterdam in 1990, and eventually
ended up being fully owned by the statevned China International Trust Investment
Corporation, or CITIC. In 2006, a proposaltoima Valley Europs Schiphol was developed

by Schiphol Group, ABN AMRO Bank an8 @S NI} f 230G KSNJ 5dzi OK Ay @S35
successoCETEQChinamex Europe Trade & Exhibition Centre) involved the Chinese state
owned real estate developer Chinamex (China Middle East Investment and Trade Promotion
Centre). All these projects foldedfter a few years. In The Hague, a Du@ifinese
businessman developed tHeurope Chinese Trade Centiigh encouragement and financial
support from the Hague municipality. This failed despite a heavy injection of funds from The
Hague municipality. The sitis currently owned bySI Holdings, a subsidiary of privately
owned Guangdong Jiahe Shengde Investment Management, and is being developed as a
business centreMany of these initiatives never really got off the ground because of
unrealistic expectations lack of a solid business plan, insufficient funding, incompetence or
sheer bad luckinterviews 03/11/2021; 04/11/2021; 29/11/2021; 30/11/2021; 23/12/2021).

At the end of the first decade of the 2entury a more sober assessment began to prevail
of the opportunities that China presented. Moreover, Chinese companies had become larger,
richer and especially more experienced internationally, while European economies went
through a prolonged slump after the financial crisis of 2008.

9 Interview 03/11/2021; see aldattps://www.nt.nl/archief/2002/09/06/jan-buiter-is-synoniemvoor-crossocean/, read on
2 February 2022.
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Chinese investment ithe Netherlands entered a new phase. Despite their mixed results, the
earlier projects and agreements had created an appetite for China that later investors from
China could take advantage of. Particularly in the cities of Rotterdam and The Hague, the
province of NooreBrabant and Brainport Eindhoven encouraged Chinese business and
investment. Amsterdam also briefly embarked on a major strategy to attract Indian and
Chinese enterprises to the city. For China this involved cooperation with a major Chamése b
including events in China and Amsterdam that eventually yielded few concrete results
(interview 02/02/2022). In the case of The Hague, the municipality went even further in the
development of a local Chinatown and active engagement of Dutch Chines@waties
(interview 04/11/2021).

In this period, the Chinese economy continued to grow rapidly. The Chinese government
pumped large amounts of cash into infrastructural development in China and actively
SyO02dz2NF 3SR / KAySasS O2YLliryukkSabroad gre 20203 Ewgopai ¢ |
became a major destination of Chinese investment (De Graaff 2020; Kratz et al. 2021).
Nevertheless, the absolute level of investment from China remained very modest and never

was more than a fraction (around or even lesarttone per cent) of that from the United

States (see table 1.1 below).

{2YS LINR2SOGa 6SNBE OFINBFdAZ te O2yaARSINBR T2NB
plans of global expansion. Others were adventurous projects in real estate, retail, tourism,
leisure and even sports that often had little to do with the core business of the enterprise
involved, of which the acquisition of football club ADO Den Haag was perhaps the most
notorious. According to one of our informants, about 70 per cent of Chinesganies that

invested in the Netherlands in this period failed and left again within a few years (interview
03/11/2021).

This was also the period of often large mergers and acquisitions where Chinese investors
aggressively sought out foreign assets thaduwd give them market access, knowhow,
technologies, or simply quick growth and profits (interviews 03/11/2021; 22/11/2021;
23/12/2021; 30/12/2021).

la [/ KAYlFIQa .Std FYyR w2FR LYAGAFGAGS adl NISR
Chinesestatd SOF YS Y2NB | LI NBy iG> LI NOAOdzZ I NE & 6KS
owned enterprises were involved, although active steering by the state is often very difficult

to prove for individual cases. This became clear with the announcement Mdlde n China

2025L) Fy X FEfFNNAY3I LIRfAOE YITSNHE LI NI AOdzZ I NI @
Made in China 2025 explicitly stated the goal to catch up with advanced countries in major
strategic sectors of industry and innovation (Wubbeke et al. 2016)

10



This first high tide of Chinese investment came to an abrupt end in 2017. The Chinese
Fdzi K2NAGASAZ +FEFNYSR 0@ (GKS NILAR NBRdAzOGAZ2Y
virtually overnight put a lid on untrammelled foreign investment. Approehlforeign
AYy@SaiayYSyid ¢2dzZ R KSYOSTF2NIK 2yté& 0SS 3IAGSYy
strategic goals. As a result, investments in 2017 plummeted tetloing of the level of 2015

(see table 1.13°

This coincided with the rapidly deterioratimggopolitical situation that China found itself in.
In the final years of the Obama administration, CHuUfa relations had already become
decidedly frosty, but under the Trump administration, they went into a tailspin.

Table 2.1. Direct investment in thietherlands from China and selected countries, 22802
(total per year in millions of euros; excluding Special Financial Institutions)

Year China Taiwan Hong Kong usS

2015 1879 362 9824 153617
2016 1502 341 9264 240156
2017 633 508 12556 173703
2018 992 127 8926 172084
2019 -786 -488 24113 197571
2020 1992 7599 42558 453226

Source: Dutch Central Bank (De Nederlandsche Butgg.//www.dnb.nl/statistieken/data
zoeken/#/details/positiegdirecteinvesteringerin-nederlandnaar-land/dataset/8b8eec9e8a93
4bc48154a37f5be503bd/resource/0656a8ekfld-4c6lad4c9ed4as71e3fldownloaded on 2
February 2022

Note: The amounts for China do not include indirect investnierisigh Hong Kong, which are likely
to take up a significant part of the investments from this Special Administrative Region of China.

Althoughthe ChinaUs trade war affect Chinese trade and investments to the US most of all,
American sanctions also have an impact or(Hiitha trade and investment. The US sanctions

fAAG KIa 0SO02\vourdOSiRXy4a &FH @A Y2 6 LINBDERAZNEG & ¢
NEFdzasS G2 2LISY |y F002dzyld F2NI I [/ KAySasS 02yl

10For an analysis of Dutgbhinese trade and investment relations, see Aerts et al. 2020. For European figures, see Kratz,
Zenglein and Sebastian 2021. The latter publication uses different data, so its figures cannot be directly comparecdewith thos
from the Dutch Central Bank in table 1.
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American trade sanctions (interview 22/11/2021). Certain Chinese acquisitions in the
Netherlands, Chinese financing, or Dutch exports to China havelileeked, sometimes at

the initiative of the Dutch authorities themselves, but in other cases under American pressure.
DutchChina economic relations are therefore not only subjected to Dutch restrictions, but
are also to American influencing and interfaoe!*

We also heard a few anecdotes about the greater difficulties faced in tech collaboration
between Chinese firms and Dutch universities. The generally more restrictive and selective
environment for Chinese firms to enter the Netherlands, includingitivestment screening
YSFadz2NBa GKIFIG NB AYLX SYSYGSR G 9dzNRLISIEY |
room for manoeuvre. Although none of our interviewees said that this had stopped them

from investing, some did mention that their firm had adagtdeir business plan to focus on

less controversial products or sectors.

From about 2018 the perception of China in the Netherlands and elsewhere in Europe
deteriorated very quickly, particularly after the repression of the Uighur minority in Xinjiang
started to define the public debate on China. European criticisms of China focus much more
on human rights issues rather than in the US that is preoccupied more with trade practices
and hegemonic competition. Issues like technology theft, influencing aretféméence,
acquisition of critical infrastructure and economic security are certainly (and increasingly) part
of the debate, but still not as prominently as in the ¥8levertheless, as relations with China
became increasingly politicized, trade and invesht were also affected, as the prolonged
stalemate over the EAChina Comprehensive Agreement on Investment in 2021 illustrates.

Despite the chill in UShina and EAChina relations, the majority of companies that we
interviewed report only a limited impaof the rising antiChina sentiment in the Netherlands,

GAGK GKS AYLRNIFyd SEOSLIiAZ2ZY 2F TFANX& 2 LISNJ
telecommunications or sergonductors, and those engaged in R&D with university partners.

In order to avoid @0 much attention and scrutiny, especially some of the bekieown firms

prefer a low profile when first entering the Netherlands.

However, some other European subsidiaries were actually able to profit. Production facilities
were moved from China to EasteEurope (and elsewhere in the world) to be able to avoid
US punitive duties or other sanctions. In other cases, the parent company decided to
concentrate its efforts on Europe rather than North America.

110On this point, see also van der Putten 2021.

L2C2NJ Iy dzLloSI G | O002dzyd 2F GKS FdGSYLXia oSGGESNI G2 FfA3y 9dzNE
the White House, see Smalll et al. 2022.
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The figure for 2020 in table 1 above and the intews that we conducted show that Chinese
investments to the Netherlands (like those from the US, Taiwan and Hong Kong) have not just
rebounded after 2019, but even in this first year of the Covid pandemic already reached a
higher level than ever before hbiese investments are entering a new phae.

In the early days of Chinese outward investments, it was common to send a Chinese team of
managers abroad without any international experience. Suioneer investments are now

the exception rather than the ral (interviews 23/12/2021, 03/11/2021, 17/01/2022,
21/01/2022) Mergers and acquisitions are also much rarer than before 2017. Some of the
M&A deals that still happen have in fact been initiated by the Dutch party that needs capital

to scale up and expan@nd access to China for its market, production facilities and even
SELINIAaASD 'a 2yS AYyiSNWBASSHSS Lidzi AG aéz2dz o
22/11/2021).

N

Chinese enterprises increasingly invest in Europe as part of a deliberatéelongtrategy

of global expansion. In the Netherlands they often set up subsidiaries as a gateway to Europe
that focus on marketing, distribution, service and even research and development (interviews
7/12/2021 and 23/12/2021). In some cases, productionagssemblage plants in Eastern
Europe, Southeast Asia, Mexico or elsewhere shorten supply chains to Western Europe and
help adapt products to the demands of the European market. Circumventing US trade
sanctions against Chinese products is another reasoaffsinoring production that we often

heard in our interviews.

Using data from the Dutch Chamber of Commerce (Kamer van Koophandel) and the
Netherlands Foreign Investment Agency (NFIA), we identified a total of 595 companies in the
Netherlands which areiltimately owned by mainland Chinese entities or individuafis
Chinesenvested companies in the Netherlands. Of these, 339 companies occurred in the

/| KF YOSNI 2F /2YYSNDOS RIEGFE® ! fAad 2F (GKSasS O:
on the LeidenAs | / Sy (i NB Quéces#bS:oviéa Ahis ShkData on the remaining 266
companies cannot be made publicly available, tvat have used their information in our

analysis in this and the following chapters. In addition to the list in the online appendix, a
consolidated list of all major corporate ACIEN members can be found as Appendix 1 to this
report itself.

It should be poiff R 2dzi GKIFI G ¢S NBFSNI 02 aaAay3atsS odzaa
Chinese companies when establishing a Dutch subsidiary register their regional offices,

13The rebound in 2020 is not reflected in the European and waittk figures for Chinese outbound investment collected

by the USbased Rhodium Group (Kratz et al. 2021). This might have all kinds of reasons, including data sources and quality,
or perhaps gatrticular pattern of Chinese inbound investment in the Netherlands. Certain is that the 2020 rebound for the
Netherlands has also been confirmed by several of our interviewees.
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national headquarters, European headquarters or holding company as separate companies.
In thosecases, we have counted all branches set up in the Netherlands as part of one single
company. It is quite common for Chinese companies in the Netherlands to do so: we identified
293 such companies.

The geographical distribution of the 595 Chinese compaimi¢ee Netherlands is given in
figure 2.1. Around half of the Chinese companies in the Netherlands are located in the three
large municipalities of Amsterdam, Rotterdam and The Hague. Amsterdam hosts 88 Chinese
companies in our database, the Hague 78, Ruatterdam 77. The concentration of Chinese
companies in smaller municipalities within and around Amsterdam, Rotterdam and the Hague
(e.g. Wassenaar, Rijswijk, Schiphol) is also sizable. Eindhoven, a hub-fechigéctors, has

26 companies, the fourthargest concentration of Chinese companies among Dutch
municipalities.

Most Chinese companies are relatively young. In the Chamber of Commerce data, only 35
Chineseowned companies in the Netherlands were established before 2000, and most were
established after 2010. Mirroring the total investment figures in table 2.1 abtwe,
establishment of new Chinese companies reached a peak in 2017 and 2018, after which there
was a slight decrease in 2019 and 2020. However, the number rebounded@QWéD levels

in 2021 (see figure 2.2).

The main Chinese players in the Netherlanadsoag the ACIEN members are either
companies that have already been present for a number of years, patiently growing their
initial acquisition or investment. Examples are BYD (electric vehicles), Huawei and ZTE
(telecom), COSCO (shipping), ZPMC (Shangbahdd Heavy industries, port equipment)

and BAIC (Beijing Automotive Industry Group, cars and car parts). More recent entrants that
still fully have to establish themselves include some of the largest companies in China and the
world. Examples are Tencemtlibaba and JD (Jingdong) (at@mmerce), Xpeng (Xiaopeng,
electric cars) and SAIC Motor (formefBllganghai Automotive Industry Corporation).

Smaller and often less&anown companies follow essentially the same path of global
expansion. This takes theto the Netherlands in fields as different as consumer electronics,
heavy machinery, food, biotechnology or electric vehicles. Often these investments happen

2NAFYyAOFffte a LINIG 2F | O2YLI yeQa odzaAySaa

Chinese @ite seems to play a role, for instance with electric vehicles (interview 29/11/2021).
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A whole range of smaller Chinese and Dutch firms and freelancers provide an elaborate
infrastructure of support in investment management, logistics, software devedy and
cloud computing, research, public relations and marketing, legal services, accounting and

human resources (interviews 02/11/2021; 10/11/2021; 25/01/2022; 17/12/2021;
26/01/2022).

Figure 2.1: Map of Chinese companies in the Netherlands

Data sarces: Kamer van Koophandel, NFIA.
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Figure 2.2.: Establishment of Chinese companies, total number by year
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Data source: Chamber of Commerce

Also of interest are Chinesevested research or technology transfer centres. Some are
owned by a Chinese comparfheir business is to develop and fund research in collaboration
with Dutch (and other Western) universities relevant to the parent company. This includes
pre-competitive research, which is sometimes funded together with European firms working
in the samesector (interview 15/10/2021). Another centre that we interviewed focusses on
R&D and investment cooperation between European and Chinese firms with the goal to
develop technology for their client firms in China. In this case, the centre in the Netherlands
is a subsidiary of a much larger technology development centre in China owned and
controlled by a provincial government. This centre in the Netherlands operates as a private
firm that works for client firms in China and has to turn a profit. Nevertheligs parent
centre or its government owners exercise a certain degree of guidance in the direction of
products or technologies that are in line with national development plans (interview
17/12/2021).

The flip side of the further globalization of Chineseita is that some very large investors
(asset management companies, private business conglomerates;astated enterprises)

buy up or sell off assets in the Netherlands as part of global investment strategies rather than
business plans specifically fdnet Netherlands. A Chinese company might also acquire a
foreign firm to serve as an investment vehicle for further acquisitions abroad. Often, these
deals happen between investors in China or elsewhere in the world with the Dutch companies
involved havingittle or no knowledge of or say in what is going on (interview 7/12/2021).

The ambition of Chinese global companies is no longer simply to gain a foothold in Europe or
acquire technology. Many companies that invest abroad have survived years of intense
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comJSGAGAZ2Y 2y (GKS / KAYySaS YINJSGo 'a 2yS Ay
/| KAYSaS YINJSGz @2dz OFy &dz2NBAGS | yesKSNBE
23/12/2022). They are often already quite large and maiatvy. For them, Europe is just

oyS 2F GKS g2NIRQA YlIyeée INByla gKSNB GKSe& as:
just with their main foreign (American, East Asian, European) competitors, but also with each
other. For some companies succeeding on the supposedly very disc&unaogean market

is also a way to prove the quality of their products on the Chinese market.

2 KAETS GKS '{ YR 20KSNJ2SaGSNYy O2dzyiNASa NBY
GNIF RS LN} OGAOSasx KdzYly NA3IKI( and mackhziofeanatiry R a & &
phase of the globalization of Chinese capitalism is already happening, including right here in

the Netherlands.

2.2. Promoting Chinese business and investment

Promotion of Chinese investment in the Netherlands (often alongside traderarestment

in the opposite direction) has become an active market where a range of Cland§atch
government and serAajovernment agencies operate. Some of them outsource a part of the
work to Dutch or Chinese specialist private firms (e.g., recruitragencies, law firms, HR
firms, consultants or accountants). These service providers and intermediaries are often
overlooked when we think about what drives and mediates Chinese investments in the
Netherlands.

An active and important role in this regard is played by Netherlands Foreign Investment
Agency(NFIA) through its offices in China and the Netherlands and in collaboration with nine
investment agencies of local governments (for instance The HagueeBsiskgency and
Brabant Investment Company).They are particularly important for small and mesiaed
Chinese companies with little prior foreign or European experience.

Recently, these agencies have moved away from promoting any investment in the
Netherlands as long as it created jobs to a policy of more careful selection, encouragement,
FYR adzLILR2 NI 2F O2YLI yASa (KIF{G Y2NB -aa8Hz0 dzNT
of the Dutch economy (interviews 22/11/2021, 29/11/2021, 23/12/2021). Theirtass
F3SyO0e 2F | Yl 22N OAdGe FT2N) AyaidlyoS F20dzaSa
eco-system: legal, finance, renewable energy, Higth. They also focus on companies that

are related to future city development. A project selection cotbea evaluates companies a

O2YLI yeQa odzaAySaa LIXLFY dzaAy3a bCL! 3FdzARSE AY S

This also implies that innovation attachés at Dutch consulates and the embassy in China have
an important role in screening and selecting relevant companies (interview 29/11/2021)
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somewhat similar in fact to the role of science diplomats in Chinese es@zaénterview
24/11/2021). In addition, a certain minimal scale of investment and safeguarding national
security have become more important considerations in deciding which companies to support
(interviews 22/11/2021; 29/11/2021; 23/12/2021). An additedncomponent of this new

strategy is that there is closer collaboration and alignment of central, provincial and local

f SpSta 2F Ay@SadyYSyid LINRY2GA2Y |3ISyOASa | yR
| 2Tt yRé &UGNI 1S3& OAYUSNIWIASSH HOKMHKHAHMO @

The roé of the Chinese central and local authorities in directly promoting Chinese
investments in the Netherlands is actually fairly modest. Thaa Council for the Promotion

of International TradéCCPIT), which we will discuss in more detail in later chejgteone of

the many associations and agencies directly linked to the Ministry of Commerce in Beijing. It

has overseas offices in more than 30 countries, but the Netherlands is no longer among them.
Information on trading and investing in the Netherlanitiat the Council disseminates in

| KAyl Aa Yzalu tA1Ste O2ftSOGSR o0& //tL¢Qa 9
2019 the CCPIT of Guangdong Provincial Government ran a small office in The Hague for the
facilitation of Chinese trade and investntein the Netherlands and Dutch trade and
investment in China. The office had been sdedzy RSR gA G K OSYyuUNrt 320S
and Road) funds, and was intended to become a commercial business by organizing events,

job fairs and helping incoming andtgoing delegations. When the seed money ran out, the
leadership and priorities of CCPIT in Guangdong had changed in the meantime and the office

was discontinued.

TheJiangsu Provincial Economic and Trade Offfecsea similar mission as CCPIT, but is a full
and formal part of the Department of Commerce of the Jiangsu Provincial Government.
With offices provided by the Brabant Development Company (Brabantse
Ontwikkelingsmaatschappij, BOM), the Jiangsu Office works closely with the Dutch provincial
government. The Office aims to promote business ties between Jiangsu and the Netherlands
and support Chinese companies in the Netherlands. The Dutch province of North Brabant is
important for China. It has one of the terminals (in Tilburg) of the-8aitRoad train network

and a large number of higlech companies are located in the Eindhoven Brainport area (Van
der Putten 2021). The Office cooperates with businesspeople in the Dutch Chinese
community, mainly through the Dutch Chinese Young Entrepreneunsdation (DCYE). The
DCYE reportedly is also helpful in establishing contacts with large Dutch companies and the
government at a national level (interview 4/12/2020). However, we have found little evidence
2T GKS hT¥TFAOSQa | Ol xh@ Neiherlrds andvitd isldand ikpagf Seans  F A N
to be modest at best.
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The Chinese Embassy The Hague usually does not play a role in selecting or directing
Chinese investments, but as is the case for all embassies around the waqrtbey play a
supporting role for Chinese companies abroad. For instance, from our interviews we learned
of a case where the embassy advised a Chinese company on where to place its investment.
/| KhySas O2YLI yAaSa faz2z KE@gS G2 NBIAAGSNI 6AGK
¢CKS 9YolaaeQa TFdzZNIKSNI Ay @2 fABDNaSoyi (of CHinesey f & N
Enterprises in the Netherland®CIEN) where it plays a supportive and facilitating role
(interview 14/12/2021a). ACIEN used to be run jointly by the Embassy and the NiRiAe bu
latter no longer plays a role. ACIEN is an independentgrofit organization funded by its
(corporate) members, bringing together the main Chinese companies in the Netherlands. In
recent years, ACIEN has been strengthened, especially quite redafiyeas ACIEN used to

be dominated by large, mainly stamvned enterprises, new members are also actively
recruited from among private enterprises, even some quite small ones. The website, profile
and events have gone through a makeover to turn ACIENan organization for Duteh
Chinese business that can represent the voice of China and the promotion of Chinese business
in the Netherlands (interviews 14/12/2021a, 14/12/2021b, 29/11/2021, 17/12/2021). ACIEN
wants to help to improve the image of Chinax @o so, ACIEN organizes events for-non
member companies, including Dutch ones, creating windows for Chinese enterprises to
present themselves to Dutch companies. ACIEN has outsourced the actual work for
recruitment and restructuring to a former directorf the China News Agency Office in the
Netherlands. Events and rebranding have been contracted out to JSI, the Guasgsauy

real estate management company that owns the business centre at the site of the former
Europe Chinese Trade Centre discussed ab®kie funds for these activities are provided
from the fees paid by the ACIEN member firms (interview 14/12/2021a).

Several other Dutch, Chinese, or Dutchinese business organizations are active in the
Netherlands as well, which serve broadly to promeigertise, understanding and business
cooperation between China and the Netherlands.

According to its website, thBletherlands China Business Couid@BC) was set up in 1964.
¢KS b/ ./ Q& YA aa Awaytradezndiin2estindmi eccharc caogtén and

mutual understanding between the business communities and public sectors of the
Netherlands and China. The NCBC is a member of th€hitid Business Association in
Brussels and lists as its partners CCPIT and the China Chamber of Internatomedrce,

both of which are part of the Chinese Ministry of Commerce. In 2020, NCBC merged with the
Dragon Business Cluf second and third generatio@hineseDutch entrepreneurs and
professionals The NCBC organizes seminars, conferences and lectures that also serve as
networking opportunities between Chinese and Dutch businesspeople and government
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officials, including from Dutch ministries and the Chinese embassy. Although the NCBC is
principallyrelevant for the Dutch business community that is interested in China, it also serves
a point of contact and source of information for the Chinese emb#ssy.

The Friendship Association Netherlan@hina(VNC) only plays a marginal role in Chirese

Dutch business affairs. With roots in Maoist felldivN> @St t Ay3 2F GKS wmdo
YSYOSNARAKALI A& F3ISAYy3a YR &KNAY|{Ay3Id ¢KS +
Chinesea S2LJ SQ& ! aa2OAl (A 2y & CourriigCRARPCS ywRch KasL) & A
branches albver China (Dams 2022). Contacts with the central branch in Beijing are the most
important, with which the VNC organized a symposium in 2017 on city ties and economic
relations (interview 04/11/2021).

Much closer to the Chinese government is thetch BRResearch and Development Centre

The Centre is registered at the Holiday Inn in Leiden, a hotel bought up by a consortium of
Chinese investors in 2016. Leading Dutch business and government people, Chinese
companies in the Netherlands and prominent Ch&Baitch people involved in China
bSGKSNIIYRa NBflIGA2ya KIF@JS LITINICEDA islclasSyR A Y
associated with theW. St G | Yy R -@htha Rromot®rdzAsBociSioregistered in
Germany. In China, both the Centre in the Netheds and the Association in Germany have

been recognized as liaison offices for the China IndudmmyersityResearch Institute
Collaboration Association. Together with several other governmental bodies, this association

was established by the centra®@ @@ SNY YSy G4 Qa bl GA2y I 5S@St2LIYSy
(NDRC) as a hidavel vehicle for innovation and development, including Made China

2025 programme launched in 2015. In addition, the Centre in the Netherlands is also
associated with the China Oweas Development Association, which is a civil society
organization supervised by the NDRC.

YLYyiGSNIBASSE o bChdndan NSBO meeisnAmBasséadhttps:/ncbe.nl/2021/11/01/chairmanncbhemeets
ambassador/read on 7 February 2022.

15 Seehttps://thebeltandroadnl.com®Z NB I R 2y wmn €S0 BlHah NBA  eaOwse TGO &b U Ot M

TAATB ¢ 0 ahyS .Stid hyS w2lFIR & 5dziOK wSaSIkNOK FyR 5S@St 2 LI
the municipal government of Shandong Hezey, 1 J (Global Times Network) 29 augustus 2017,
https://www.sohu.com/a/168128188 162522ead on 20 January 2021.

16 At the Belt and Road Forum in Leiden in June 2018, both the One Belt One Road Dutch Research and Development Centre
Ay GKS bSGWSNEIWRBA 0AQ) and the Eurpe-China International Economy Trade and Culture

Promotion Association in German§ g A @f 4 Gp3 ho ¢SNB | 61 NRSR GKST AilkYof S 2F aft
the China IndustrniversityResearch Institute Collaboration Associatierf(f ¢ T A3 ho0o X &B& Va ¢
A d 33 £ 6¢KS FANRG b-Dfich EcorlonfilRandvzatleRAgrunt vica whveiled in Leiden,

Netherlands), v 1 H i % 4 Vv (Global Times European edition) 27 June 2018,
http://fec.mofcom.gov.cn/article/fwydyl/zgzx/201806/20180602759565.shtmdéad om 7 February 2022. On the China
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2.3. Summary and conclusion

Europe and the Netherlands have become major destinations of Chinese investment.
Nevertheless, the overall level of investment from China remains modest, especially when
compared to other sources of foreign investment like the US, Japan, or other countries
western Europe.

LYONBFaAy3ates F2NBAIY Ay@SadySyd LINepeSOda N
term plans of global expansion. Particularly after 2016, adventurous projects in real estate,

retail, tourism, leisure and even sports, or rgers & acquisitions that aim at quick access to

markets, technology or production facilities have become less.

The ambition of Chinese global companies is not simply to gain a foothold in Europe or to
acquire production facilities, knowhow or technologghinese companies do not (or no
f2y3aISND aSS] G2 aodz dzZl GKS 9dzZNRLISIyYy S0O2y2"
grown to become large firms that have survived years of intense competition in the Chinese
market. For these emerging multinationals, BWis A & 2dzad 2yS 2F GKS &
where they seek to take to a global level the competition not just with their main foreign
(American, East Asian, European) competitors, but also with each other.

The ChindJS trade war and American sanctions hareimpact on EXChina trade and
investment, although not always negatively. The rapid deterioration of the perception of

China in the Netherlands and elsewhere in Europe has also affected Chimested

O2YLI yASad {2YS 2LISNI @Sy I aSO0AKMMNAGADST §§ S8 8D
semiconductors have responded by moving into other sectors or types of products, or by
stepping up their public relations effort.

A range of firms and freelancers has emerged who provide support in investment
managenent, logistics, software development and cloud computing, research, public
relations and marketing, legal services, accounting and human resources. Cimidd3atch
government and sengjovernment agencies facilitate and promote Chinese investment in the
Netherlands (often alongside trade and investment in the opposite direction). These service
providers and intermediaries are often overlooked when we think about what drives and

Industry-UniversityResearh Institute Collaboration Associationa(f ¢ e. T A 3 h ) in general, see
http://www.ciur.org.cn/index.php?m=content&c=index&a=lists&catidz2 ! y | NI AOf S 2y (GKS 5dzi OK / Sy

China Overseas Development Associatiorf (f Y =9 AT B h)d KI G adr SR GKIFG a¢kKS . Std Iy
responsibleF 2 NJ G KS 2@SNItf g2N] 2F GKS / KAYl h@SNBESIWON SOSE 2 LIYSy (
Al F Y F v AT B h op LG R T A ), https:/ithebeltandroadnl.com/zh

hans/news/%e4%b880%e5%b8%a6%e4%b8%80%e8%b7%af%ed%b8%ad%e5%hbf%8311%e6%9c%88%e5%hb7%a5%e4%b
d%9c%e5%b0%81%e7%bbo3/f | a i OKSO1 SR WdzZ & Hnumd ! yF2NIdzyl 6Stes GKAA
entire website has since been taken down
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https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fthebeltandroadnl.com%2Fzh-hans%2Fnews%2F%25E4%25B8%2580%25E5%25B8%25A6%25E4%25B8%2580%25E8%25B7%25AF%25E4%25B8%25AD%25E5%25BF%258311%25E6%259C%2588%25E5%25B7%25A5%25E4%25BD%259C%25E5%25B0%258F%25E7%25BB%2593%2F&data=04%7C01%7Cf.n.pieke%40hum.leidenuniv.nl%7C97741e65942a416d04ae08d9df592f55%7Cca2a7f76dbd74ec091086b3d524fb7c8%7C0%7C0%7C637786396831136497%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=f916AP0Vf9Kl2Nql%2BWYPWTbwWhoCoauOBXpoVTBppNA%3D&reserved=0
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fthebeltandroadnl.com%2Fzh-hans%2Fnews%2F%25E4%25B8%2580%25E5%25B8%25A6%25E4%25B8%2580%25E8%25B7%25AF%25E4%25B8%25AD%25E5%25BF%258311%25E6%259C%2588%25E5%25B7%25A5%25E4%25BD%259C%25E5%25B0%258F%25E7%25BB%2593%2F&data=04%7C01%7Cf.n.pieke%40hum.leidenuniv.nl%7C97741e65942a416d04ae08d9df592f55%7Cca2a7f76dbd74ec091086b3d524fb7c8%7C0%7C0%7C637786396831136497%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=f916AP0Vf9Kl2Nql%2BWYPWTbwWhoCoauOBXpoVTBppNA%3D&reserved=0

mediates Chinese investments in the Netherlands. Nevertheless, they plagial cnle in
channelling and promoting interests in both directions.

Dutch organizations such as the NFIA and the regional newly establishest in Holland
Networkhave become more selective in their support and guidance and attune their services
to Duch local needs and preferences. Chinese organizations tend to be very knowledgeable
about the challenges involved in navigating the differences between Chinese and the Dutch
markets, mentalities, policy environments and business contexts. These orgamizaéirve

as sources of information, knowledge and access, and be engaged to strengthen sustainable
SineDutch collaborations and navigate diverging interests.
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Chapter 3: Ownership of Chinese companies in the Netherlands

One of the keyconcerns in the public debate regarding Chinese investments in the
Netherlands is state ownership. State ownership suggests control and inflqeara hence
potential interferenceg by the Chinese partgtate. State ownership and CCP influence are
therefore often conflated, belying a much more complex reality that we will investigate in this
chapter.

First of all, there are many different degrees of statgnership which correspond to different
levels control. Second, the state consists of many diffemrels and agencies, each with their
own financial or political motives. Third, the expansion of Chinese capital abroad has
transformed the structures, management, corporate governance and aims of Chinese firms,
including those partly or wholly owned by steorganizations.

In this chapter we will first discuss each of these dimensions of differentiation of state
ownership. We will present specific cases in ownership structures of Chinese firms in the
Netherlands in order to illustrate the nature and implications of the défgiation of
ownership structures.

3.1. Hybrid patterns of ownership and control

States as investors often aim for strategic control, making investment decisions based on
(geo)political or (geo)economic grounds. However, another key motive of staterskipeas
financial, seeking a return on investment (Babic et al. 2020). There is a growing body of
research documenting how state capital (either statgned enterprises or sovereign wealth
funds) has adapted to and mimics private capital, including itsagament and governance
structures and practices (Bachher, Dixon and Monk 2016; Lui and Dixon 2021).

Corporate ownership structures are notoriously complex, consisting of long chains of
ownership and myriads of different legal, listed and private entifisbic et al. 2020). This
certainly also applies to Chinese corporations, holdings, and investments, as can be seen from
the ownership figures in appendix 3, to be discussed later in this chapter). Mostostaied

capital and enterpriseg including Chinge ¢ have become significantly transnationalized,
hybridized, and financialized over the past decades (Babic et al. 2020; De Graaff 2014, 2020;
Alami and Dixon 2022; Milhaupt 2020; Milanovic 2019). This manifests itself in a multiplicity
of mixed ownershipnodels, the adoption of Westerstyle, private capital management and
corporate governance, (Bachher et al. 2016; Lui and Dixon 2021), and the more recent
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development in which state owners increasingly act as venture capitdlisen(and Rithmire
2020; Mughton 2019}/

The level of control of a shareholder can partly be inferred from the share of ownership. In
theory, a shareholder gains control over the corporation it invests in equal to the proportion

of the shares that are held. However, a whole raofjether factors also influence governance

and control of a firm, like the distribution of voting shares, the role of managerial agency, the
LINBaSyOS 2F 060f201K2f RSNAX YR (GKS RA&ALISNRBRAZ2Y
2020). In the case diChinese) stat®wned enterprises (SOES), control can moreover be
SESNDA&ESR G(KNRdzZIK a32f RSy¢é¢ akKlNBa o0AdPSd &K
OKIyaSa G2 GKS O02YLIyeQa OKIFNISNLI 2N KNP dzA
Additionally in tle case of China, stat®wvnership occurs at various levels of the government

(central, provincial, municipal), which often even invest separately in the same firm or project.

This maze of (partly) overlapping ownership and authority can lead to conflictiegests

and competition within the state apparatus. Moreover, the central government distinguishes
between core and nowore stateowned enterprises (Leutert and Vorthem 2021). Strategic
considerations focus on the former rather than the latter. Anotimportant distinction to

0S YIRS A& 0S0G6SSy 3I20SNYyYSyd YR LI NL& Ay:
controls the ownership of centraével stateowned enterprises through the Statsvned

Assets Supervision and Administration Commission (SASAE)CCP Central Committee

controls executive appointments in theore stateowned enterprises through its
Organization Department (Brgdsgaard 2020). According to Leutert and Vortherms, the power

G2 LLRAY(IG LISNAR2YY St Aa ltcahirfideSce dNér fecofeicéniral] dzi A 2 v
{h9 YIylFr3SYSyildé OSHAHMYNHPUOUD® ¢KSAS | LIRAYGYS
driven by economic performance indicatdfs.

Finally, the absence of state ownership does not necessarily imply a lack of stadadeflor

control (De Graaff 2020; Ten Brink 2019; McNally 2012, 2020; Milhaupt and Zheng 2015). The
clearest manifestation of this is perhaps the required presence of party committees and party
secretaries in private firms above a certain size, includingidgn firms and joint ventures (see
OKFLIGSN) pO® LYy HnumI ¢S 320 tABSt & NBYAYRSNZ
aSO02N) sgAUK (GKS o0ft201Ay3a 2F 'yi CAYylyOSQa Lt
and closing down of the privatducation industry.

7e2Y | FyYKAHUER Y¥Ydzy Add hFFAOALFT & | NBBldodbemng/Febyudry 2022, oplige@dS =+ Sy (i dz
https://www.bloomberg.com/news/features/202:02-06/where-is-chinainvestingcommunistleadersare-becoming
venture-capitalists read on 3 April 2022.

B¢KAAE Ad SELINBaAaSR Ay (GKS SgIt dd Y YSI &dNB

fdzl GAz2 3 S5a GKIG dzNBS {1
AYLINREGS 102N LINPRdzOGAGAGRYT YR AYyONBFaS OFLAGEHT

NB (G dzNy & ¢«
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This report is not the place for an-depth analysis of the intricacies of (state)ownership,
control and economic governance within China, but it is important to take note of these
complexities when assessing the potential influentehe party-state in Chinese firms and
investments overseas in the Netherlands.

3.2. Ownership structures of Chinegsevested firms in the Netherlands

Following Babic et al. (2020: 434), we conceptualize state investment as taking place on a
continuum, ranging from minority shares purely driven by financial motives (return on
investment) to more strategically motivated controlling majority shares investments. In this
section we will specifically look into the ownership structures of our ACIEN samgigmes€

firms in the Netherland<=ven if this sample is far from representative of all Chinegested

firms, it does contain the most important Chinese firms in the Netherldhds.

The ownership data of these firms were collected in November and Decedti®dr. We
collected all layers of ownership located in mainland China above the subsidiaries of those
firms in the Netherlands. A typical data collection process of the complete ownership
structure of a firm was as follows: we would first collect the owhgrdata of the direct
owners of a Dutchbased subsidiary of a Chinese firm, and then we collect the data of the
direct owners of those direct owners, until we reached the ultimate owners. We subsequently
identified the largest ultimate beneficial owner BQ), whose share of investment in our
sample ranged from 6.4 per cent ownership to a full 100 per cent (see Appendix 1 for an
overview).

Notably, in the ACIEN sample we found the number of stateed UBOs to be almost the
same as the number of privaterteest UBOs (26 stat@wned vs. 25 private)/Vhen plotting
these UBOs along a spectrummofjority stakes (from 50.01 to 100 per cent) to minority
stakes (from 10 to 50 per cent) and portfolio investments (less than 10 per cent), we get the
following pictue (see Figure 3.1):

19More information on the ACIEN sample ha=eb given in chapter 1 and 2. It should be mentioned that a few ACIEN
members either are not corporations, or they are so small or recently established that no ownership data was available,
which is why the sample here is a bit smaller than the full AGHENle used earlier.
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Figure 3.1. Ownership structures ACIEN members (number of firms)
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Source: The raw ownership data originate from multiple commercial and public Chinese sources, and
the dataset is compiled by the researchers of this study.

Legendfor the type of owner we here employed a simplified coding of private ownership, and break
down the state ownership to the level of central, provincial, and municipal. The bars indicate the
number of firms, not percentages.

The figure shows that twthirds of the ACIEN members in the Netherlands has a UBO with a
controlling stake (50.0100 per cent). But for 15 out of those 33 firmms.e. almost 50 per

cent ¢ the UBO turns out to be private rather than state. Only 18 firms of our 52 ACIEN
members (i.e. aproximately 30 per cent) are strategically controlled by a state UBO (either

at the central or the provincial level). The majority of those state UBOs are in turn owned by

GKS OSYyuaNXft 3I20SNYyYSyaQa {!'{!/ & | auwiidaf SNJ y dz
SASACs.

The centralevel SASAC was established in 2003 to administer and manage the largest SOEs

in China. According to Leutert and Vorthems (2021), Chinese central @QEmntly

numbering 97)LINE A RS on LISNJ OSy (i 2 ¥nd 40pé& cedtbfleNy Y Sy (
market capitalization of companies listed on the Chinese stock exchanges in Shanghai and
Shenzhen. SOEs are almost all listed, not just on stock exchanges in mainland China, but also

in Hong Kong and further abroad, indicating theigh levels of financialization and
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integration into Chinese and global financial circuits (Alami and Dixon 2022tES7 and
Rithmire 2020.

Onethird of our ACIEN sample (see Figure 3.1. above) is made up of firms with UBOs who
hold a noncontrolling minority stake (i.e. between 10 and 50 per cent of investment), again
divided roughly equally between private and state (central, provincial amahicipal)
stakeholders. One further case has a largest UBO who owns less than 10 per cent of
investment, which reflecting a financial strategy rather than a control strategy (Babic et al.
2020).

These aggregate calculations neither take into account¥lch y @ Qa8 &AT S y2NJ (F
which it operates, which may have implications for potential strategic influence that it
provides the owners with. In addition, these figures do not reflect thié scope of the

ownership structureof a company. Many SOEdhile ultimately being owned by the central

state through SASAC, are very large enterprise groups (with up to 200 member entities), have
multiple intermediate layers of ownership, including publicly listed subsidiaries, holding
companies, joint ventures fins, research institutes and more. In order to show this in more

detail, we present below several individual cases, each representing a particular type of
ownership structure.

3.3. Majority-stake state ownership

Eighteen firms in our ACIEN sample are mben 50 per cent stat®wned, mostly by the
central SASAC. They operate in strategic sectors such as petroleum, technology, aviation,
automotive, shipping, telecom, finance, and (some) manufacturing (see below).

A typical case here is COSCO (see Figurafdpendix 3), which we already encountered in
chapter 2. Its main corporate entityChina COSCO Shipping Corporation Limited, abbreviated
asCOSCO Shippings fully owned by the central SASAC and was established by a merger of
COSCO Group and Chinaipgimg Group in 2016. The headquarters of this
multinationalconglomerateare now based ishanghai and the corporatiog whose core
business is maritime transport and logisticewns the largest commercial fleet in the world
and a vast number of subsidies across the globe.

COSCO Shipping fully owns China Ocean Shipping Co, Ltd. which in turn partly owns the major
subsidiary COSCO Shipping Holdings Co, Ltd, a company listed on the Hong Kong and the
Shanghai Stock Exchanges, illustrating the earliettioreed trend of SOE financialization. The

latter firm fully owns the subsidiary COSCO Shipping Container Lines Co, Ltd., a.k.a. COSCO
{KALIWAY3I [AYySa: gKAOK | OO2NRAY3 (G2 AGa 6Soa
overseas branches in Europe, NoAmerica, Southeast Asia, West Asia, South America,
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NRdzi S&ax O2yaAraildAyda 2F wucp AYUSNYFGA2y It aSNX
countries and regig & ¢ 2 NE°Rue bffhSse éverseas branches is COSCO Shipping Lines
(Netherlands) B.V. based in the Rotterdam harbour, where it since 2017 owns a share of 35

per cent of the Euromax Terminal.

3.4. Minority-stake state ownership

Eight firms in our ACIE®&mple fall within the category of minoristake state ownership.
These firms all operate in strategic sectors, namely finance and banking, aviation and
transportation logistics, technology and (renewable) energy.

Hikvision is a typical case of this ¢ypf firm. Hikvision supplies security and surveillance
equipment in a strategic technology sector and was listed in 2017. Its ownership structure is
given in Figure 2 in appendix 3. The state holds 38.88 per cent of the shares through the
central SASACKAA Y I Qa Y I Ay & 2 @hd@ihaaniestmént Gotpdtatich ¢@ITR

¢ has an additional stake routed through its main wholly owned subsidiary, Central Huijin
Investment Corporation, and through the Bank of China. Another state share is owned by the
provincial SASAC of Shanghai municipality and a complex set of listed entities. These latter
ownership patterns are typical of the phenomenon of state agencies acting as a financial
investor rather than as strategic owners. In addition, the second lameser in Hikvision is

a private investor, Gong Hongjia, a Hong kbaged billionaire who is number 31 on Forbes
China Rich Listand a vicechairman of the company. A score of other private owners
O2YLX SYSyia I A1 OrAaA2yQa O2YLX SE 26y SNEKALI &

3.5. Private ownership

Fifteen of the firms in our ACIEN sample have a private, majooitying UBO. These firms
operate in a range of sectors, including technology, telecom, manufacturing, and some in
finance, health services and hotel management.

LGMG, a mnufacturer of heavy machinery equipment with customers across Europe, Asia
and North America is a typical example. Its ownership structure is given in figure 3 in appendix
3. Private businessperson Wang Zhizhong holds a strategically controlling slhai anD Q a
parent firm, Lingong Group, alongside many other natural persons with smaller shares. This

20 COSCO Shipping Lines websitettgs://lines.coscoshipping.com/home/About/about/Profileead on 14 April 2022.

21 Seewww.forbes.com/profile/gonehongjia/?sh=5064cbfd824Tead on 17 April 2022.
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case is also interesting because Lingong Group is a former SOE that is now listed. Lingong has
several other subsidiaries, some of which are owned togethér aiforeign entity (Volvo)

that in turn is owned by a Chinese company (Geely). Here the transnationalized nature of
Chinese capital and its integration with Western structures of ownership and control is clearly
manifested.

The latter arguably applies em more to the category of firms with a minority rather than a
majority private largest UBO. We have ten such firms in the ACIEN sample, whose UBOs share
ranges from 13 to 50 per cent. These firms operate in sectors like the automotive industry
(electric ehicles), renewable energy (solar), technology, logistics and finance.

An illustrative case here is BYD, a major Chinese automotive industry multinational (Figure 4

in appendix 3). This pioneer in electric vehicles (primarily buses) already branchedoout i

Europe in 1998, has its European headquarters in the Netherlands (Schiedam), and has
production units and customers in various parts of Europe, as well as in the US. The UBO is its
chairman and CEO Wang Chuanfu, the charismatic former chemist wheetbtimelcompany

FG Iy SENI@& F3S FYyR A& y2¢ 2yS 2F [ KAYlF Qa NJ
China Rich lisB¢ KS O2N1LIR2 NI GA2yQa 2¢6ySNAR | faz2 AyOfdzR
Limitec?® and the Hong Kong Securities Clearing Companyedmihich hold a significant

number of the shares that are listed and traded on the Hong Kong Stock Exchange. Another
FALISOG GKFIG KAIKEAIKGEA . ,5Qa FAYIFIYOALFEAT SR |
largest investor is the investment firm (Bshire Hathaway Energy) of the wkhlown

' YSNRAOIY AYy@S&ad2N) 2 NNBYy . dZFFSiI 6KAOK aArdya
2 y3 [/ Kdzt yFdzQa LISNERZ2YIFf ¢St 0K LG aK2dz R 06 S
private ownership and listeshares, we also find a tiny bit of stav@nership through Central

Huijin Investment Corporation, the subsidiary of the China Investment Corporation,
underscoringtheparta G 1 SQa FIF OS Fa || @Sy iddz2NE OFLAGE T A

3.6. Stae portfolio investment

The final type of ownership structure identified in our study includes state portfolio
investment where the largest owner holds less than 10 per cent of the shares. From our ACIEN
sample we present the case of giant multinationakgairoducer Yili (see Figure 5 in appendix
ovd | AfAQa f I NA-BEISASAE (HSHKIt SASAC of IhdsVEBnkofiad, hdlding
its investment through a listed legal entity. This is a typical financial investment strategy

22 Seewww.forbes.com/profile/wangchuanfu/?sh=73b89b571798ead onl7 April 2022.

23 See https://www.hkex.com.hki/media/HKEXMarket/Services/Clearing/Securities/GettirBiarted/Becomea-HKSCC
Participant/hkscc.pdf?la=emead on 17 April 2022.
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where the local state omer behaves as a venture capitalist. The other owners of this
multinational consist of a dazzling number of statened (including CIC and the Ministry of
Finance) and listed entities, banks, private owners and Hong-Based investors connected
to Yili va direct and indirect ownership ties, illustrating the complex and hybrid nature of

| KAyl Qa 3Jt20lftAT Ay3 OFLAGIEAEGYD Ly | OFas f;
publicly listed and highly dispersed, we should be cautious with regaeshyoconclusions
NEIFNRAY3I I ! . hQa O2yiNBf |yR AyFfdzsSyOSzI 2NJ

financial interest and portfolio investment, but this does not preclude its possible strategic
control by other, nodinancial means.

3.7. Summary ad conclusion

Based on an analysis of the ownership structures of ACIEN members we have highlighted that
half of the Chinese firms (subsidiaries) in the Netherlands have some agency of the Chinese
state as their largest UBO, whereas the other half has a private lddfgg3t In terms of state
ownership and its potentially strategic motives, our analysis showed that a third of the ACIEN
members in our sample have a staderned UBO holding a controlling stake of over 50 per
cent of the sharesHowever, the other twethirds consists of firms that are either privately
controlled, or whose ownership consists of a mix of state and private minority owners.

This chapter has highlighted both the importance and the difficulty of inferring state control
and influence from corporat®wnership patterns Among Chinesévested firms in the
Netherlands we have found several examples of state agents behaving as venture capitalists
with a portfolio investment aimed at financial returns rather than strategic control. Our
detailed mappings fo ownership structures revealed the broad diversity of ownership
patterns, the complexity and long chains and layers of ownership, and the hybrid, globalized,
and financialized nature of these firms.

Inferring influence and control from levels of ownersigpcomplicated by the opaque and
complex patterns of dispersed ownership that characterize contemporary Chinese
corporations. This also applies to staiteined capital, which has become increasingly
transnational (fusing domestic and international capitddybridized (mixed ownership of
private and state capital) and financialized (vast pools of state capital routed via listed entities,
off and onshore). Chinese statevnership patterns are made even more complex due to the
different layers of governancaputhority, and control within the Chinese pastyate; informal
routes of control and influence; westernized managerial practices and economic governance;
and external pressures from host institutions and regulatory bodies. The analysis of
ownership struatires must thus be complemented by research on other modalities of control,
some of which we will engage in throughout the next chapters.
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Chapter 4: Chinese globalized business networks and manageinehe
Netherlands

In this chapter we will focus on the business elite networks and the management of Chinese
invested firmsan the Netherlands. Business eliteat the frontier of the global expansion of

| KAY Il Qa c¢$lay2aykey¥ale in the implementation of firm stegfies and have to

navigate the interactions with hostountry societies. Of course, as our research also finds,

there is a huge distance between the business elites at the corporate headquarters of the
parent firms in China and those that are managingTh® NY a8 Q & dz0 aA RA I NA Sa |
abroad.

Both groups of business elites matter when we want to understand how Chinese firms and
business elites operate in the Netherlands, ahdnd how Chinese state interests influence
their operations. The ultimta decisioamaking on (corporate) strategy is obviously made by
the directors and executives back at the headquarters in China. But, as we also found, the
managers in the host countries have significant autonomy in operational matters and
regarding the oveseas implementation of the strategy. The interaction between these levels
of management is also important because influence flows in both directions.

In this report we first provide an analysistbe business and political elite networks of the
parent companies of the Chinesavested firms in the Netherlands, drawing on earlier
research by De Gragfibe Graaff 2020; De Graaff & Valeeva 2021). This also places the study
in its broader global and European context. Second, we analyse the managementeatethe |

of the Chinese firms and overseas subsidiarigsarNetherlands, including their relationship

with the headquarters. Here, we triangulate our data with the interviews to show how these
dynamics play out in the Dutch business context. In additioa,ititerviews gave us insight

into the governance of the parent firms in China from the perspective of both the managers
and directors abroad, and the foreign directors on Chinese boards. Part of this will be taken
up and elaborated in chapter 5 and 6.

Thechapter is structured as follows. First, we provide an analysis of the globalizing business
StAGS ySig2Nla 2F /KAYlFZ LyO®Qa KSI RIjdz- NI SN
background, corporate networks, interlocking directorates, informal businasd policy

networks, and political ties of the corporate directors of major Chinese firms which have
subsidiaries in the Netherlands and are ACIEN members. Second, in order to contextualize
these networks, we illustrate our findings with observationswndrom our interviews. Third,

we turn to the level of the Dutch subsidiaries. We will provide an analysis of the composition

of companyregistered directors, the management practices and networks of-Burch

business elites and their relations with thest and home country.
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4.1. The globalizing networks of China, Inc.

In earlier studies of the globalization of major Chinese companies, De Graaff found that in
their corporate networking Chinese firms and their directors were increasingly behaving like
Western globalizing firms (De Graaff 2020; De Graaff and Valeeva 2021). Major Chinese firms
(of which 124 were ranked among the Global 500 in 2020) regularly appoir€Chmese
directors on their boards? Such mixed boards are intended to facilitate mutiedrning,
adaptation, socialization, as well as trust building and consensus around common corporate
principles, practices and strategies. Moreover, a substantial number of the Chinese board
members have an education in the West, many of them with a imginn economics or
management in the US or the UK. In addition, some members of this Chinese globalizing
business elite have extensive international corporate careers and-barser corporate
connections (De Graaff 2020). All of this indicates thatastla portion of the leadership of
Chinese transnational firms is both trained and experienced in Western business and
management.

As has also been found in other studies (e.g. Alami & Dixon 2022; Lui and Dixon 2020; McNally
2012, 2020; Milanovic 2019;gd 2018; Ten Brink 2019), the adaptation to Western business
practices in terms of managerial style, corporate governance and networking takes place both
AY [ KAYySaS {h9a IyR LINAGIGIS FTANYaoe ! i GKS
that the Chnese partystate retains a level of control, not only in SOEs but also in private firms
(see also chapter 2, 3 and 5 of this report). Chinese globalizing firms and their corporate
directors thus have a dual character: partially and pragmatically integyatind adapting to
Western business practices, while simultaneously locked into their-siagéeted nature.

The question we are interested in here is to what extent and how this applies to and
influences Sindutch business elites, and the management @ifiinese firms in the
Netherlands. In order to answer this we will first look at corporate networks, informal
business and policy networks, and political ties of the directors of a selection of parent firms
to the Dutch subsidiaries in our ACIEN sample.

24|n a study of the boardrooms of twenty major Chinese firms 14 per cent was found to b&hionese board members, of
whom five per cent were American and two per cent European (De f328a0: 214). While much less internationalized

than major European boardrooms, this still is a higher level of internationalization than is common on American boards and
the boardrooms of companies from other Asian countries like Japan and India (Stuaétl7. Boards Around the World.
Retrieved from: https://www.spencerstuart.com/researemd-insight/boardsaroundthe-world).

25We use the data collected for two earlier studies (De Graaff 2020, De Graaff & Valeeva 2021) for these analyses. This
corresports to roughly 10 per cent of our ACIEN sample.
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4.2. Corporate director networks

Figure 4.1 below displays the corporate networks of the directors of these parent firms. This
network figure does not show the directors themselves, but the firms that they have been
connected to through their board positns in the course of their careers. It illustrates the
extensive corporate careers of the Chinese business elites across a set of major Chinese firms
in a variety of sectors (although dominated by banks and financial institutions).

Figure 4.1 also highhgs the crossorder connections between the top of the Chinese
finance and banking world and some of the biggest names in Western finance like JP Morgan,
KPMG, PWC and Hong Kdraged HSBC. Finally, it shows that some Western directors are
integrated intothese networks, likely serving as bridges between Chinese and Western
business communities (De Graaff & Valeeva 2021, see alsb.Bb&low).

These findings confirm that at least a part of the Chinesested firms in the Netherlands
are led at the higest level by a business elite which is increasingly connected with Western
firms through cros$order board memberships and through the appointment of Western
directors on their boards.

This conclusion is corroborated by an even more direct indication of influence across
corporate boards, namelynterlocking directoratesinterlocking directorates are linkages
among corporations created by individuals who sit on two or more corporate dsoar
simultaneously (Mizruchi 1996). They are important because they are seen to facilitate a
broader intraelite consensus beyond and across the corporate board rooms of individual
firms (Carroll 2010). In the context of our study this implies tiiatjchlinkages exist between

the directors of Chinesmvested firms in the Netherlands, they may generate consensus
buildingacross Chinese and European business communities. Extracting data from an earlier
study of such Sin&uropean corporate boardroom intecks (De Graaff and Valeeva 2021)

we again took the parent firms from our ACIEN sample and indeed found evidence of such
linkages. They interlock the boards of 17 ACIEN member parent firms with 40 European
boards, through both Chinese directors the majaity ¢ and Western directors. The
conditions for consensus building across Chinese and Western business networks thus seem
to be in place.
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Figure 4.1. Corporate network of directors of parent firms of ACIEN members
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Legend: This sociogram only incorporates company directors whariareethan ong>1) corporate
connection. It includes complete career data up until 2018, which means that these are not necessarily
simultaneouslyheld positions. The white circles are Chinese directors; grey circles are Western
directors; and the yellow circles are Hong Kong Chinese. The size of the nodes expresses the number of
ties2®

26 Not all those connected nodes are shown since we only display the nodes with more than one tie in order to make the
graph more legible.
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4.3. Informal business and policy networks

Other types ofconnections typically surround and sustain these corporate board networks,
further knitting business elites together. Business clubs, conferences, business and
professional associations, think tanks, and private social gatherings all contribute to trust
building and socialization within these communities (see also Bo¥X4.1).

Figure 4.2 below illustrates these informal business and policy ties by again taking the same
subsample of directors from the parent firms of ACIEN members.

Figure 4.2Informalbusind & | yR LRt A0& ySig2N] 2F RANBOG2N
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Legend: Red nodes are companies; blue nodes are informal business and policy organizations.

27 This kind of networking is by no means only common amongst Westenoatc and political elites, but also very common
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this study is about what happens at the intersection of Western and Chinese nétgor
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This sociogram does not display the directors themselves, but shows the companies at which
they had their primary board position in 2018 and the business associations, think tanks,
lobby organizations and so forth with which they have or had a memberdfi@teon at

some point in their career. The latter are predominantly Western: American think tanks such
as Council on Foreign Relations, National Committee on €Helations, and the Trilateral
Commission; business associations and roundtables; hasvglobal business elite institutes
such as the World Economic Forum and the IMF.

Box 4.1. Bridges, brokers and meeting places between the Chinese and Dutch business commut

The interviews confirmed the brokering role of foreign directors on Chiheadquarters boards. They
act as interlocutors and bridges between Chinese and foreign (mainly Western) business
communities, facilitating the dissemination of business practices between these two differ
corporate worlds (09/11/2021, 30b.11.202117/12/2021, 24/11/2021).

Foreigners are invited on Chinese boards to provide critical and independent advice to the Chine
how to operate abroad, how to behave according to international rules, and to explain the logic
motivation behind policiesi Western countries. Examples are the lessons that the West has lear :
from the 2008 financial crisis, property markets and interest rate liberalization. Western direct
experience a great deal of transparency in their work. They get access to adlléhant documents
and are actively involved in board meetings. They submit written testimonials in their performa

(09/11/2021). However, there are certain issues that are too (politically) sensitive, such
appointments and salaries, which foreign diters cannot get involved in.

Important informal exchanges take place around the board meetings. Before the-C®piandemic,
a foreign director would typically arrive one day before the board meeting to catch up with busin
contacts in China and genhaipdate on the company. On the day of the board meeting, she or |
arrives an hour before the meeting to meet informally with other board members who speak Eng
After the meeting there always is dinner. Further opportunities for informal exchangedvatuiimes
also be organized by the company (30/11/2021b). Other important meeting places for Chinese

Western directors are international conferences, such as the World Economic Forum (De
Switzerland)l the New Economic Forum (Singapore),2 and the Boao Forum for Asia (Hainan, Ch

1. While before 2000s there would be very few Chinese at the World Economic Forum, they are fre
participants nowadays even including Xi Jinping, who in 2017 helcthpablicized keynote speech.

2. The New Economic Forum was established by Bloomberg in 2018. Modelled after the World Economic Fi
is intended as a meeting place for leaders from developed and emerging economies.

3. The Boao forum for Asiaissdink YSa {(y2¢6y | a GKS & Hevel forym férlegiigra fiom
government, business and academia in Asia and other continents to share their vision on the most pressing
in this dynamic region and the world at large.
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Earlier studiebave documented that these organizations and forums are key meeting places

of the Western business and policy elites (Carroll and Sapinski 2010). However, we also find
some pivotal Chinese academic think tanks such as the Chinese Academy of Sciences, the
Chinese Academy of Social Sciences (known to be pivotal sources of policy advice); state
affiliated business organizations such as China Council for the Promotion of International
Trade (CCPIT, see also chapter 2 and 6) or the China Chamber of Interr@tiomaérce.

Except for Huawei, China Merchants Group and PetroChina, the majority of these connections
in our ACIEN sample seem to be generated by directors on the boards of major Chinese banks.

In our interviews we explored hotliese mechanisms of conserssbuilding and trust shaping
LX & 2dzi Ay LINI OGAOS Ay (KS 5dzi OK O2y G SEG®
business elites: their political ties.

4.4, Political networks

¢CKS LRtAGAOI O2yySOGA2ya 2F [/ KAySasS 3Iftz2ol

headquarters in China are shown below. Figure 4.3 reveals an extensive set of current and
past political affiliations. Many of these are through highly influential positiotise Chinese

party or state at central or provincial level. Directors of statened Chinese banks are
actually much more politically connected than those of a company like Huawei, which has
been singled out in the West for to its political and PLAiaifbns. In addition, we find a
multitude of political ties in Western countries of the Western corporate directors on Chinese
boards. Connections with e.g. the US federal state (e.g. the Senate, Department of Treasury,
Commodity Futures Trading Commisgioand to European political institutions (e.g.
European Central Bank, Ministry of Finance of the Netherlands). The Western directors on
Chinese boards therefore serve as an important bridge between elites, business and politics
and institutions in Chinaral the West (see also Box 4.1 above). The fact that the top of the
financial world in China is so closely intertwined with politics may in that sense also offer an
avenue to influence the politics and policy makers in China.

4.5. Consensus, adaptation artcust in SineEuropean corporate networks

Our interviews corroborated the findings from our network analyses. Western board directors
of Chinese companies confirmed that they had access to top political and corporate elite
circuits in China. They provideexamples of how this access gave them at least some
influence on corporate policy and strategy. We were also told about occasions of consensus
shaping, trust building and mutual learning effects. Dutch informants also recounted that they
tried to conveytheir experiences in China to business and political elites in the Netherlands.
They found that this has become much more difficult now that the image of China in the West
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has taken such a sharp turn for the worst (interviews 24/11/2021, 09/11/2021, 301V,
17/12/2021, 21/12/2021, 17/01/2022).

Figure 4.3. Political affiliations of China Inc. parent firms to ACIEN members

. - The West Kowloon Cultural District Authori
WJilin Provincial Government Y __Hong Kong Airport Authority

lChirmlﬂrance@Iatory Commission (CIRC | Hong Kong Housing Authority
State Counci ;
BHNational Health Board of New Zealand Hong Kong Monetary Authority W Shanghai Municipal Government

B Treasury of New Zealan MFederal Reserve ~_ MGovernment (executive) of the Netherlands
] i Hong Kong Government - Executive Council
New Zealand Wd\\ g kong

BSASAC - Jilin Provincial Governme Ministry of State of the Netherlands
BSAsA Ministry of Finance of the Netherlands

W Peoples Bank of ChingllLabour Party (the Netherlands) (Partij van de Arbeid)
B China Banking Regulatory Commission ( CBRC)\ Ministry of Information Industry

Ministry Of Post And Telecommunications

China Merchants Group

B12th National Committee of the CPPCC Sh@haun(\; Offlce W14th CPC Central Committee - Central Office
BTongliao City Municipal Government, Inner Mongolia Autonomous Regionyugetherlands W(13th CPC Central Comittee - Central Office

BTianjin Office— ‘\ ~ People's Political Consultative Conference
BHong Kong Securities and Wmissm ICBC State Economic Commission

,.
Wederal Deposit Insurance Corporatio / . ! /.
Ministry of Financ European Central Bank
__BHebei Province Provincial Goverme “ P
\ Ml (Hainan Province Branch?) General Affairs Department

BUS Senate ——
Bank of Chma' Office of Central Financial Work Leading Group

BU.S. Commodity Futures Trading Commissio
— —
19th CPC Central Committee 10th National People's Congress

Hainan Province Branch 11th National People’s Congress
/,//INationaI Energy Commission

PetroChina Hl Asian Development Bank
\IISIh CPC Central Committee - Advisory Commission

ECommunist Party of China (CPC) 12th CPC Central Committee - Advisory Commission

Huawei
CNPC ——HPeople’s Liberation Army
19th National Committee of the CPPCC

BCity (Karamay) People's Congress Standing Committee CPC
l18th CPC Central Commission for Discipline Inspection

Source: adapted from De Graaff (2020)

BUS Department of the Treasury

EMinistry of Education
BChina Securities Regulatory Commission (CSRC)

BNational Development and Reform Commission (NDRC)

Petroleum Management Bureau CPC

Legend: Red nodes are companies; blue nodes are current and past political affiliatiensoofipany
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We found only very limited evidence of influence of Chinese business elites on Dutch policy
making, politics or corporate strategy. Specific cases from the interviews of seeking political
influence amounted to little more than discussions about how to hartlde fallout from the

geopolitical tensions between China and the West. In addition, some larger Chinese firms hire
professional private (and mostly Western) firms and organizations to advise them on public

38



relations, and to lobby for their interests inational and European politics (interviews
03/11/20211, 29/11/2021, 23/12/2021, 25/01/2022, 26/01/202%).

Another aspect that is relevant in terms of adaptation to Western practice and thinking is
education.Training abroad in Western economics and manageinare likely to provide a

basis for consensus and trust building between Chinese and Western board members, and a
way to open up space to influence decision making in Chinese boardrooms (Li 2010, 2016).

We found evidence in our interviews that this is@felevant in the Dutch contexgirst, the
majority of Chinese directors and managers who we interviewed had received at least some
education abroad. Secondly, the interviewees often described the CEOSs, directors and
managers who they identified as inflntial in the company (both the headquarters and the
Dutch subsidiary) to be educated abroad (interviews 07/10/2021, 21/10/2021, 02/11/2021,
10/11/2021, 1/12/2021, 14/12/2021, 7/12/2021, 17/12/2021).

Finally, our interviewees emphasized that commerciadl gmofit-making incentives and
criteria (such as key performance indicators (KPIs), annual targets, promotion opportunities,
bonuses) guided the behaviour of company management. Strategies and control from the
headquarters were repeatedly said to be issyweddominantly or solely on that basis, rather

than any political or ideological considerations (interviews 07/10/2021, 19/10/2021,
02/11/2022, 01/12/2021, 07/12/2021, 14/01/2022, 28/01/2022, 21/01/2022). The only
L2t AGAOFE AGNBR f AguSyiandéegrégiousF were todnishehdveyadd harid & A
the reputation of China (24/11/2021, 17/12/2021, 09/11/2021, 19/10/2021).

Informants often stressed that their company worked just like those from the US or Europe,
which confirms the trend of adaptation t&/estern business practices that has also been
identified in the literature (see box 4.2 below for an example).

However, there is important variation to take note of here. Some interviewees from the

private sector pointed out that they thought that theyadl to compete on an unequal basis

with majority-owned SOEs, for instance regarding salaries or subsidies (interview
29/11/2021). This may in part depend on the sector. Whilst the large-stateed commercial

olyila INBE O2yaiRSNEBR he todpetitigniiskirSphaliée cavglivatadd G A G 2 N
and monitored, with an important role played in this regard by the China Banking and
Insurance Regulatory Commission (interviews 09/11/2021, 17/12/2021, 30/11/2021b). Some
examples of such coordination are theraral board meetings of the different banks which

are always held at the same time of the year and in close vicinity, with the foreign members

28 As mentioned, our interview access to Chinese business elites in the Netherlands has been limited. We do not exclude that
more might have been found if we had gotten more access.
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of the boards staying at the same hotels. Another example is the rotation of board members
between banks.

Box 4.2.Privacy and GDPR in a Chinese invested Dutch FiNutual learning and adaptation
through SineDutch Management Exchanges

One of the key issues on which the Chinese are seen to take a different approach and which is idel :
as an area of concern inglDutch China strategyl, is privacy.

In one of our interviews we were given a revealing example of how a conflict regarding this sens

issue worked in practice and quite contrary to expectations. It also illustrates how mutual learning
adaptationtakes place through SiADutch exchanges.

In this particular case, the headquarters proposed a new measure which was clearly in brea«
European GDPR rules. The Dutch management responded to this proposal by explaining ho
would violate those privacrules, which was backed up by the prospect of a sizeable fine in cas:
non-compliance. In the end the headquarters withdrew the request.

This example is one of many where the interaction between overseas local management anc
Chinese managemeftS | R4 (2 AYLINRBOSR LISNF2NXIyOS 27F |/
the Netherlands, or at least an adaptation and compliance with European and Dutch rules, value!
principles, rather than their erosion or dilution (interview 28/01/2022).
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Many of the banks and large SOEs feel that they are part of the same China, Inc. club. Although
they are competitors, they know froreach other what they are doing and are connected

through chains of guarantees as well as personal connections (interviews 09/11/2021,
HOKMMKHAHMO® {2YS 2F 2dzNIX SROORIALBad8aA20PEf DS
03/11/2021). Other interviewees,dwever, pointed out that the differences between SOEs

and private companies are becoming blurred (interview 17/12/2021, 07/12/2021). SOEs have

one component that focuses on the business side and another focusing on the political,
private companies increasjly pay lipservice to politics in order to receive better treatment

or funding.

¢CKS fFGGSNI A& Ay fAYS SAGK 5SS DNIIFFFQa Sk NIA
the need to adhere to the party line, whilsimultaneouslyoperating as prbt-seeking
commercial entities abroad and adhere to the values hence required (De Graaff 2014, 2020).

This duality is even present in thgarty organization inChinese corporations operating

abroad which, as will be discussed in chapters 5 and 6, is dedugredominantly on
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improving corporate efficiency, enhancing corporate competitiveness, and maintaining and
increasing the value of statewned assets.

4.6. Directors of China Inc. in the Netherlands

C2NJ Iy AYLINBaaAz2y 2F GKS O2YLRAAGAZ2Y 2F (K
Netherlands, we compiled data on the currently registered directors of these firms with the

Dutch Chamber of Commerce. The analyses below are based on the firanANGI&EN sample.

In order to widen the scope we added for this analysis a random sample from our database

of all Chinese mergers and acquisitions with Dutch firms (the M&A sartfdte). all the

currently registered directors in these two samples (N=236)deatified their nationality2°

Table 4.1 below shows the ratio of Chinese, Dutch, and other international directors
respectively.

A

¢l oftS nomd 5ANBOUG aAnvasted fighk it the2Nethdrldndseé 2 F / KAy Sa S

ACIEN sample | M&A sample
Dutch Directors 28 25
Chinese Directors 130 44
International Directors | 8 1
Total Directors 166 70

Source: Data from the Dutch Chamber of Commerce (Kamer van Koophandel) on currently registered
Chinese firms and their directors in the Netherlands

Both our samples thus have a majority of Chinese directors. However, a sizeable share
consists of Dutch directors; in the case of the M&A sample even almosthivas. We also

find a small number of international directors present (most of whom are Eumops
American). In order to assess better to what extent this mixture of Chinese, Dutch and
international directors also generates mixed individual boards, we provide an overview below
of the variationbetweenfirms.

29 For more explanation on these samples, see chapter 1.

30We did ths manually by inferring nationality on the basis of the full name of the registered director. When in doubt, we
doublechecked by way of an internet search.
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For both samples it turns out that Chinesely directed firms are the most common
(respectively 70 and 75 per cent). Again, we also find a small share of firms which only have
Dutch directors, and eveq in the case of the M&A samplea firm with only inernational
directors (i.e. that are neither Chinese or Dutch). Finally, a considerable share of firms has a
mix of Chinese, Dutch and other directors registered. Since mixed boards are shown to
facilitate mutual learning, adaptation, trust building, andnsensus around corporate
practices and strategies, the finding of their presence in the Netherlands might be a positive
indication.

This applies even more when we turn from the registered corporate directors to the
management teams of Chinegavested fims in the Netherlands, which in a majority of the
cases turned out to be mixed, as we discuss in the next part of this chapter.

Figure 4.5. Distribution of nationalities across firms in directors of Chinese businesses in the
Netherlands (ACIEN and M&Ansale)

80% 74% 75%
70%
60%
50%
40%
30%
20%
20% 17%
10% 6% o 5% 3%
0
0% [ ] [
ACIEN Boards M&A Boards (random)
u Chinese only m Dutch only

Mixed (Sino-Dutch-Other International (no Chinese)

Source: Data from the Dutch Chamber of Commerce (Kamer van Koophandel) on currently registered
Chinese firms and their directors in the Netherlands.

4.7. Management of Chinese firms in the Netherlands

In our research we have spoken to many compsriteat are already well on their way to
become truly global. They do business on three or more continents for Chinese and non
Chinese customers. Despite their originally Chinese roots, some are now even owned wholly
or in part by East Asian or European g@amies (interview 02/11/2021). Conversely, Dutch
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companies acquired by Chinese investors often retain many of the Dutch management staff,
usually with the exception of the CEO or the CFO who serves as the eyes and ears of the
owners.

Chinese headquarterare keenly aware that local knowledge and expertise are a key to
success when venturing abroaBeveral companies that we interviewed reported that the
retention or hiring of local managers had been crucial for their business subtessny firms

the majority or sometimes even all of the management and employees are locally hired
Chinese or noiChinese people rather than expats dispatched by the parent company in China.
Chineseinvested firms are chiefly concerned with commercial sgscand need the
international and local knowledge and skills that local hires bring.

This evenl LILJX ASR G2 a2YS 2F (GKS O2YLJ) y-éwsed | Ol dz
enterprises which have remained under local management. The Chinese owners are only
interested in turning a profit, even when the company operates in a strategic sector of the

Dutch economyinterviews 02/11/2021, 07/12/2021, 14/01/2021, 28/01/2022, 14/12/2021)

Mixed management teams were the most common. Although this often entails a Chinese
country manager with relevant experience abroad seconded by local managers (interviews
19/10/2021; 01/12/2021; 14/12/2021; 17/12/2021; 21/01/2021), we encountered a great
deal of variation on this point. Strategic companies and banks that are highly connected to
the Chinese partgtate tend to have more Chinese expats among management. In other
cases, a noiChinese (often Dutch) manager or management team was often in thg lea
assisted by one or several Chinese counterparts. The latter served as a portal into the Chinese
headquarters, and they worked either on site or remotely from China (interviews 07/12/2021,
30/11/2021; 22/11/2021; 14/12/2021; 15/10/2021).

We also came aoss a few examples where the management was deliberately kept entirely
non-Chinese (interviews 14/01/2021, 28/01/2021). However, we found no case of an
exclusively Chinese management team, except among a few consultancies or other support
firms that spealized in Chinese customets.

The Chinese background of Chin@seested companies is becoming increasingly irrelevant
to their business model and marketing strategy in Europe. Some even go so far as deliberately
trying to downplay their Chinese origimigrview 14/01/2022 and 24/01/2022).

Some firms require prolonged interaction with local governments or citizens to gain
permissions or win tenders. They have adapted to this by hiring Dutch staff or working with
Dutch PR and law firms (interviews 14/0022, 21/01/2022 and 24/01/2022). In some cases,

31This in spite of the fact that the registered directors may still be predominantly Chinese saswiie the previous section.
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firms that are under special scrutiny and pressure try to lobby Dutch and European
government institutions or politicians to argue their case (e.g., interview 21/01/2022). Recent
Dutch measures to ban prodwfrom Xinjiang or elsewhere involving unfree or child labour
are felt, but are on the whole thought to be manageable. Exceptions here are again firms
operating in strategic sectors like telecom and seomductors, or where military
applications are podsie (sccalled dual use). Some firms have responded to these
developments by partially shifting to less sensitive sectors, for instance biotechnology or
cloud computing (interviews 17/12/2021 and 21/01/2022).

An exception here may be stavned banks andertain large stateowned or privately
owned enterprises with strong state connections. Our access to these firms at the level of
Dutch subsidiaries was more limited, but the pattern on the basis of our limited information
seems to be that an important dermining factor for the choice of executives is the strategic
nature of the sector in which they operate and the degree of state and party involvement
back in China. Management of highly strategic companies tends to include or even be
dominated by expatslispatched by the parent company, who are often much younger than
their locally recruited colleagues or even their subordinates. These expats rotate frequently
in and out of the firm and are principally attuned to the expectations of the headquarters
(interview 21/01/2022). Ourc¢ admittedly tentative ¢ observations on this point are
corroborated by recent research on HR practices in subsidiaries of Chinesestad oil
companies in the UK. This research found that their recruitment practices systenyatical
privilege expats from the parent company in China, creating a work environment where
locally hired managers and employees only play second fiddle (Makarchev et al. 2022).

Depending on the size of the firm, the majority of the employees and even the geament

are in practice quite detached from the parent company in China. The layers in the chain of
command from the headquarters to the oversees management are multiple. Although
management is required to report more frequently, they sometimes only agtuadiet once

a year and not necessarily even with higher (headquarters) management, while sometimes a
CEO or headquarters director would come to visit.

Most Chinese subsidiaries and firms in the Netherlands work quite independently from the
Chinese headquters, in particular regarding operational strategies and management.
However, this also implies that they are hardly involvedamd sometimes do not even know
about¢ strategic decisions made by the headquarters. In some companies with no, or just a
very few, Chinese expats on the ground in the Netherlands, this is resolved by recruiting a
foreign or ethnic Chinese director or member of the board of directors with extensive
connections in China. Such directors more frequently travel to China for bodydsmess
meetings at the headquarters (interview 30/11/2021; 07/12/2021; 01/12/2021).
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For some Chinese companies in the Netherlands human resources have become a major
factor constraining further growth. Adequately qualified labour is not only expensitiee
Netherlands but has also become very scarce, and Chingssted firms in Europe compete
F2NJ YR a42YSUAYSA S@Sy LRI OK SIOK 2i0KSNRA
employees may hesitate to work for a Chinese firm, which has not be@eddly the rising
anti-China sentiment in the Netherlands (interview 29/11/2021; 01/12/2022).

Chinesenvested firms employ a broad mix of staff, including ethnic Chinese, Chinese
graduates from local universities, people from European or other counaaie$Jocal Dutch
people. Mobilizing staff from the parent company to serve a stint abroad has become more
difficult as salaries and standards of living in China have risen and a career is often better
served by staying within sight at the parent companyo&ting abroad often comes with
separation from family and friends and living in a strange and often lonely place. This
development has been accelerated by the CeMddpandemic. Many Chinese managers and
staff returned to China to sit out the pandemic aahal their job remotely from there. Chinese

that do work abroad now tend to have often considerable experience abroad through earlier
postings, as a student or when working for another Chinese or foreign firm.

4.8. Summary and conclusion

This chapter focugsl on business elite networks of Chinese firms andrifamagement of
Chinesenvested firmsin the Netherlands. This globalizing Chinese business class is an
important aspect of the influence of Chinese businesses in the Netherlands. Connected to the
top of the Chinese corporate and political world, these business elites are at the forefront of
| KAyl Qa S02y2YAO SELIyarzyo

At the boards of the parent companies of Chinese subsidiaries in the Netherlands we find a
globalizing Chinese business elite. Many adsth directors are trained abroad, and they
connect with Western companies through shared management positions and more informal
business networks (associations, conferences, economic forums, business clubs). In addition,
these parent companies recruit Weshers as independent directors and advisors to their
boards. The latter act as important bridgeilders and are tasked tariticallyadvise Chinese
companies. This globalized business elite also has strong connections with politics, both in
China and abroad.

However, the management of Chinese overseas branches and subsidiaries often hardly
notices these political connections. They altyy operate at a vast distance from the
headquarters management and have considerable autonomy regarding operational matters
and the implementation of company strategies. Moreover, the strategies of (parent)
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companieg; in spite of their political conneinsg are predominantly shaped by commercial
motives and preferences.

Although we learned about the influence of Western directors on Chinese business
operations and related policies via these links, we did not find indications about the direct
influenceof Chinese directors on Dutch politics.

For most Chinese directors, managers and professionals, education and business experience
abroad are the standard. This shapes and westernizes their approach to management and
business. Their work and interactiomsmixed (internationalized) management teams also
foster mutual trust, encourage adaptation, and lay a foundation for consensus building
around shared economic and business principles.

Chinese firms are aware of the importance of local expertise and kalgelér the success

of the overseas companies, branches and subsidiaries. This has been a process of progressive
learning. Overseas business failures in the past were often related to the fact that the parent
firm sent delegations of Chinese managers ogasswho lacked the knowledge, experience

and necessary local connections.

The board and management of Chinese companies in the Netherlands usually consist of a
combination of Chinese, Dutch and other, mostly Western, nationalities. Although the
directorsthat are registered at the Dutch Chamber of Commerce are still in majority Chinese,
we found a considerable share of Dutch nationals registered as directors of ACIEN member
firms, as well as SiAbutch combinations of directors. Moreover, in companies vehtre
directing team is entirely Chinese the management teams are often mixed.

Although we had much less access to statned enterprises, we observed a few important
differences. Their management tends to consist of more Chinese expats who also deeupy t
most influential positions. While differences between private enterprises and SOEs are seen
to be blurring, the latter are generally still seen as more staienected and favoured
through stateled competition and an unequal playing field.

Associatios, business clubs and personal connections bind Chinese companies and business
people into a loose network of support and information exchange both internationally and in
the Netherlands. While the companies compete over markets, customers, innovation,
financial support and personnel, they also tend to help each other with advice and tips, and
the managers build up social relations of both a professional and private nature. This kind of
consensus and trust building activities thus exist both at the leviieflobalized Chinese
business class, and in the overseas $ntch business networks.

The findings in this chapter give some important insights into the benefits of[Ritah
business elite interaction and how this generates mutual influence rathan tmerely
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unidirectional topdown Chinese influence to the detriment of Dutch firms, values,
governance principles and standards. However, due to lack of access to data and respondents,
our findings can only provide a partial view. This calls for furtbeearch, especially on state
owned enterprises, Chinese directors on Dutch boards, and a more comprehensive mapping
of the professional networks of Sifiautch directors and managers.
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Chapter 5: Party work and party building

Much has been said and wrife | 6 2 dzii GKS / KAYS&S [/ 2YYdzyAai
influence abroad, often on the assumption that whatever a communist party does is
inherently dangerous and part of a systemic rivalry with democratic political systems. Whilst
the CCP most certainly not a friend of multparty democracy, and vigilance to preserve our
system and values is at all times required, the Party first and foremost simply is the
organization that shapes, leads, and coordinates politics, society and economy in China. Our
main argument in this chapter is that the fact that Chinese firms, capital, products and
expertise have gone global means that the CCP also finds it necessary to assume a
O22NRAYIFGAY3I FYyR O2yGNRffAYy3a NRES 2SN / KA\
however not imply that the CCP also wants to have control or coordination over the politics
and societies of other countries.

In this chapter we will start with a brief account of the work and organization of the CCP in
China, and especially how this has b®eomuch more pervasive under Xi Jinping, the current

CCP general party secretary. After that, we will look at the role and organization of the CCP
FoNBFR® 2S5 gAff aKz2g¢g OGKIG az2y$sS 2F Ada | OGAOA
L2 6 SNSYDLPEf deKAf S 20KSNJ [ aLJSO0ta 2F GKS [/ /tQa
FOG2NR 020SNESIA / KAYySaSsy SYyGSNIINRARaSas YSRAL
in China itself. In chapter 6 we will turn to the issue of Chinese party and goeatn

influence and influencing specifically in the Netherlands.

5.1. Party work and party building in China

After its successful conquest of China in 1949, the CCP became the sole ruling force of the

t S2LJ SQa wSLlJzmftA0Qa abSg / KAYlI£Z aKFILAYy3IZ ON
representative government, and the military, judiciary, industry, owence, finance, culture,

education, and science. Control and giving political direction ran from the party centre
OKNRdzZAK (GKS tINIeéeQa aLlSOAlftAad RSLINIYSyla
network of party branches and committees of individpatty members (Pieke 2016).

In the reform period after 1978, Party control relaxed and became less pervasive. However,
A0FNIOAY3 Ay GKS SIENIe&@ wnnna FyR SalLISOALFffe )
again expanded and tightened its gripenvits own organization. Emphasizing loyalty and
20SRASYOS 20SNJ ONAGAOLKE GKAY1AY3 YR Ayy20I
and educated, disciplined, and if needed punished and purged to ensure full uniformity to the

LI NI & OSysNBQa RSYIl YR
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The power of the central leadership and especially of Xi Jinping himself is felt much more
directly and uniformly all across the country. The Party increasingly directly involves itself in
governance. The Party has also made great strides in expaaaihdjsciplining the rarknd-

file of its members and local cadres across Chinese society, an effort usually referred to as
GLI NIIé o0dzAf RAy3Idé t I NIeé odAAfRAYy3I Aa yz2i 2dza
organizational principles. Party buildims inherently political, transforming the mass of party
YSYOSNE FyR OFRNBa Ayaz2 dz22fa 2F (GKS tI NheQa
Party building involves the recruitment, education, and training of party cadres, members,
preparatory party members and activists; tbeganization and activities of party branches

and party committees; and the improvement of the discipline, behaviour and ideological
awareness of party members. Most importantly, party work lifts the party spirit and
strengthens party discipline, thusaly A y 3 GKS t I Nlie&éQa YSYoSNAR | yR
work style, vision, goals, and ideology of the centre.

Strengthening the Party throughout Chinese society (and also abroad, as we will see shortly)

Ad y20 dzyO2ySaGSR 2N GAGANNT AMEAK IFI2ZNEBS NRIO 2 2 Yi&
1990s, both stateowned and private enterprises are mainly driven by a capitalist search for

profit and expansion, operating autonomously. With the demise of the planned economy and

the growth of an autonomous societyon-3 2 FSNY YSy Gt a&a20AFf 2NAI \
fast, complementing the role of government and party organizations. Strikes, protests, and
petitioning movements seeking redress for specific problems or injustices, have mounted,

often led or assisted bactivists, lawyers, students and ngovernmental organizations (Fu

FYR /dzt €t SYy HnnyT | Af RSONIYRG HAamMoT hQ. NASy |

The Party has responded to the rising autonomy of enterprises and social organizations with
a massive party buildingxercise. In 2015, the Central Committee issued regulations that
compelled all stateowned enterprises to formalize the party role in their charter and
governancgLin and Milhaupt 2021%

In traditional stateO2 Yy G NRft SR $2NJ] dzyAdas GKS LI Nhe& ¢
outstripped that of the director, and the 2015 changes may not necessarily have meant all

that much. In enterprises and organizations outside the party I (4 S Q& thiags &ré (i S Y ¢
different. Returning to some of its old work practices during the revolution and socialist
transformation in the 1940s and 1950s, the party organization is looking for ways and means

RAHAT fN MA H:gPf OXY G SYMY (CCP Central Conittee and State Council promulgate

GKS aDdzZARAY3I hLAYA2ya 2F GKS //t [/SYydNrt /2YYAdDvEeéd yR (K
9y G SNLIN& &5 4 ¢ 0 Xinhua News Agency), 13 September 201Bttp://www.gov.cn/zhengce/2015

09/13/content 2930377.htmread on 17 January 2022.
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to assert itself against a director and management who arel usedeciding things on their
own. Party branches within China are told not to be afraid to confront management and insist

that the company or organization provide the funding for party work (Koss 2021).

¢KS tINIeQa YSY0oSNAKA Llorkd2820.$h201B, th&Fafy repdted? &S NJ

that there were 4.6 million party cells (branches and committees) across China with party cells
in 61 per cent of all social organizations, 73 per cent ofstate-owned enterprises and 95

per cent of public instittions (Grinberg and Drinhausen 2019).

However, we should not make the mistake of thinking that party building simply amounts to
a return to the dark days of ossified Maoism. Party building has all the characteristics of the
t | NI e-<odalisyréie(Rke 2016). Private enterprise, the market economy, and the latest
technologies, serve as much as suffer from Party interference. The power of mobile
F LILX AOFdAz2yas Of2dzZR O2YLMziAy3azr oA3ad RIEGIE X
leading etechnology firms, is actively promoted to strengthen the Party, managing,
monitoring, training and connecting with its members wherever they are (for an example, see

Box 1).

.2E pomMd ¢KS tINIeQa ! NIAFAOALE LydSttAasSyo:

The 2018 Digital Expo is unprecedenteg R I G G N> OGa 62NIXI RgARS | GGS

transformation expert, ZTEsoft officially released the epowking new party building productAl

t I NI& .daAftRAY3 /t2dR 2SNBAZ2ZY mModnI T2 Ofdpassrgads
party building and realizing the mission of sharing inclusive party building across the country.
LY HnncsX ¢gKSYy %¢9az2Fid SaidlofAaKSR (GKS a9t S
building informatization were booming. ZTEsisfone of the earliest pioneers in the country to entel

the field of party building informatization. Its digital party building platform created and the Cent :

Party School has become the choice of 100,000 party organizations and 4 million party metnbe
firms like China Telecom, China Mobile, Poly Group, Guizhou Provincial Party Committee, Lon
Power, and Kweichow Moutai.

More than ten years of technical accumulation and innovation experience have made ZTEsoft re :

it is necessary to transformmdm traditional closed to open Internet light applications. Following thi
LI G KX %¢ davenfaddpérmaRdntly free Al Party Building Cloud was officially born. Basec
lfAOFOFQa 'L GSOKy2f 238 SYLR ¢S NS yidgation dnd function\.
aSitidAay3aa F2NJGKS YlFLaasSazr tINIeé YSYGSNRI 6N
for party building.

Based on the daily reading preferences of party members and the recent learning in party classes

portraits of party members are outlined, and party building news consultation is pushed. At the se !

time, party members can also use Al writing robots to create articles intelligently. They only nee

50

by R



input their main ideas and goals, and can rely on a huge article library and autonomous Al to |
intelligently to generate the articles they want.

In the study ofparty courses, Al technology is everywhere. Intelligent voice conference access,
recognition conference cheeh, voiceto-text generation of meeting minutes, photo and video
intelligent uploading and recording of the full picture of the meeting. Wjem have questions during
learning, you can also use Al intelligent voice Q&A to get answers from the party building think tg |

In the management of daily party affairs, the party building cloud regularly reminds the pe
committee and party members toarry out corresponding party affairs work in accordance with th
requirements of the party constitution, and creates a new process for party building work. Am«
them, the diversified big data view tools visually display the development of party memhbers
branches, which facilitates the precise management of party affairs. Al Party Construction Clout
Ffaz2 ySegfte 2LISYSR Iy SO02t23A0Ft LI NJ] aSOGAz2
masses can discuss topics at any time, share nenteyand increase paryass interaction.

During the Digital Expo, ZTEsoft turned into an intelligent leader in party building, driven by big ¢ :
cloud computing, and artificial intelligence, opened up a new era of party building digitization, m
party affairs management more convenient, party member education more personalized, and offe 1
better public services. In the future, the comprehensive,t@ak, open, and highly interactive Al party
building cloud will continue to advance on the road afty building informatization, and use leading
scientific and technological forces to set up a new fulcrum for grassroots party building.

Translated froma G | A a4 J7 p 3 (ZTEsoft leads the intelligent transformation of party building)

31 May 20187 v / (Haiwai Net),
http://m.haiwainet.cn/middle/3543156/2018/0531/content_31326403_1.html, read on 17 January 2022

Online party work also plays an essential role abroad. Through the use of party building
information apps and WeChat official accounts, foreggassroots party branches get access

to the latest developments in the Party and national policies. This has several advantages,
most importantly that their paperless nature complies with the requirement to keep party
work abroad confidential. Furthermorefpreign party building apps also help a party
committee back in China to monitor whether its members abroad complete their daily party
work tasks, such as reading recent party documéhts.

33 6[ A 1B S0 Ladc ML d" pgQV @ 'EH ¢ ighedt attention | Overseas party
0dzAf RAYy3 dacbmé Aa FdAte €1 dzyOKSRH [ SiG K& 39 MvecCchinal 3 Fi @
Construction Eighth Engineering Co., Ltd.) WeChat account, 27 May 2020, read on 8 March 2021.
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Grassroots party building is just one aspect of the transformatioparty rule. The Fourth

Plenum of the 1% CCP Central Committee in 2004 was entirely devoted to enhancing the
GA2OGSNYAYy3I OF LI OAGee 2F GKS -hahddd) dlost idght5 4 K I R
YAYRSR SYLKLIF&ara 2y (KS tytsihcedine 188 Zondréss iRDMNBXK A LI |
further increased the direct political and administrative role of the Party, and strengthened

its presence and grip on government, the army, the judicial system, civil society, business, and
especially on the party ganization and membership itself.

CKS LINAYOALX S 2F RANBOO tSIFIRSNAKAL) o0& GKS t
second term (201:2022), after the 19 Party Congress in 2017 had cleansed the Politburo of

- AQad NBYFAYAY3I NAGItad LYy wnanmyI | O2YLINBKS)
approved. These reforms amounted to the institutionalization of the most important party

Gf SFRAY3I AINBZBFSRIIHOFWA&GaRm2Yyade [/ 2YLI SYSy i
commissions, selected existing party departments and committees were made to incorporate

the state ministries and other organizations that had formerly operated merely under their
general supervisn. In effect, the party centre has established direct rule by itself by
reorganizing or even fully absorbing existing key state institutions, creating a range of party
GadzMIENRA AGNASEAE Ay 1Se@ LRtAOe | NBla 6DNNyoSNH
Since the starof the reforms in 1978, many ordinary party members remained dormant,
particularly those working outside the party and state sector. Starting in the late 1990s, the

t I NIe@Qa hNHIFYATFdA2y 5SLINIYSyd &adGFNISR G2 |
akASOS aO02YLINBKSyaAgdS O2@0SNI IS¢ 2F GKS t I NIe@
A0SLIISR dzLJ AdGa ¢2N] |Y2y3a AdGa 2y adlk¥F 2N
F2NBY2ad FaLANB G2 Y2dZ R Ol RNSX A es) yistedd of A G KT
autonomous problerrsolvers and administrators (Tian and Tsai 2021).

5.2. Internationalism and international liaison

¢CKS tFNIhéeQa LYOGSNylraazyrt 5SLINLYSYyd Aa GKS
foreign communist and other poldal parties, and more generally for dealing with foreign

elites visiting China. After about the year 2000, there has been a considerable uptick in the
LYGSNYFGA2y It 5S8LI NI YSy (f@ady rufe 2iéeJDepartmght vidgkslzy (i N ¢
exclusively or rainly with the ruling party of that country; in democracies, the Department

hedges its bets by also working with parties or elites currently not in power (Bader and
Hackenesch 2020; Brady 2003; Hackenesch and Bader 2020: 727; Lovell 2019; Shambaugh
2007).

The International Department tends to deploy what in international relations is often called
G¢NF Ol LLE RALAX2YIFOex ¢gKAOK GFNHSGA LI Nhe 2
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academic or think tank researchers, and others not (currently) inwgixexpositions of power.

This serves two aims. First, the Department can act as a conduit for exchange or negotiations
GKSY [ KAYlFIQa RANBOG LRETAGAOFIET 2NJ RALX 2YFGAO
or been broken off. Second, the work of tBepartment seeks to gain logrm influence by
emphasizing cooperation and a better understanding of and sympathy for China, its system,

and its foreign policy goals at some remove from the cut and thrust oftalahy
international politics and beyond éhgovernment that happens to be in power in a country

at a particular time.

'YRSNJ - A WAYLAY3A: (GKS LyYyGSNyFrdAazylf 5SLI NI
LISNOSLIiAofed ¢KS //t YdzOK fSaa FSSta (GKS ySS
(norrlSO23AYyAGAZY 2F ¢CFAGlLIYIT adzlL2NI F2NJ / KAYl Qa
{SFOo®d LG Y2NB FYoAUA2dzate 22144 F2N) ghea (2
global role as a great power and its vision of changes to the future wadlef, including the

Belt and Road Initiative, the Community with a Shared Future for Mankind, the Chinese
Dream, and most recently the Vision for a New World Order and True Multilateralism.

Complementing this new global goodwill strategy is the effortivaty to spread the
experience and governance model of the CCP. The International Department coordinates
training courses, visits and other exchange events, and even sets up party schools where
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effort is not limited to countries ruled by an autocratic party, but also includes democracies

or nominal democracies like South Afriddji, or Uganda (Hackenesch and Bader 2020,
Eisenman and Heginbotham 2020, pp. 3UB).

Through its International Department, the CCP seeks to present China as a world power with
a proven alternative model of government and development that many othantes can

learn from and that will establish a more pluriform and mypltilar world order, no longer
dominated by the interests of Western powers. This order reasserts the principle of national
sovereignty and the cooperation of nations unfettered by Yéesimpositions, demands, and
norms. China, so the Party insists, does not seek to spread autocracy or forge a new alliance
of autocratic countries against the democratic world, but merely offers up its example for
others to emulate.

5.3. The United Fronand the Chinese abroad
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overseas Chinese. Xi Jinping imagines the overseas role of the United Front Department to be
complementary to the work on nefhinese foreignersybthe International Department.
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