o *—

FRBATAELE RS LT

Mokpis | —¢ WE gk RAVKBEF RS

saeOeuae s EEEEE
3 Bl NSC 100—2420—H—004—011—MY3
HEFHPF 1002012 0l p 2 1022127 31 P

M A R st BRTHE R o

AP RFHLSEFL N T FTANREEL > £ 2 B

| PR S
)0 B B 5 i g s 947 2
R s P i aMIP{ae

e 'Wf"?%5T3H”1p

L1

\

: B 103 # 07 * 25 p

1

™
L
P

]‘ ’ lﬂf “I,v \Fyaﬁ%/
-%’fl]i\‘ﬁ aﬁ"%gﬁgﬁ (- 2 - #4372 F 434

w12 (3/3)



P &x

O

AbtgeslE L T ea s 763 | (corporatist collaborative governance)dJHH G EL ]

FERAFTHESR » 2R pEHE B /K e B ER G B » I HL B84 T R IR/ KB R,
FZKALEE AR » DURERIKER ERE BT 7 (EZE - £/ VKE R - 28R
TRt BN R T IEIE T R ERE ) FEUEHEY > GREREA N E A
B IVKE s RIEEE LT B S mA nT B - EEESa(r  MTEIF— 55
R BRSO BUBERS > 5905 it (e sl 7 &E 7B S R » AE /K ILER AV (E 26
i BT PR T A LB TSR L E AR i Rt U5 BURF IR K& IR 48 > o
T BURFRTEE AR /KL S (8RR e — RV B DA i T /K& R o€ - 81 1980
AR SRR it 5 38 LA FERYE > OB R r /K ILEH TAZAY B
e A E 2T B 2 R RS - 30 BRI — BRI E U A HE T HY
KBRS G M — HEIF RIOKEREORIE - ST ARG B Ay 4L
B - ik - EEF/KEBRITTT > MI5EHE " RpalE s, 2R
I AHEOR LIS T S EER TR B0 Mt A S ML
EALAVEOE A E R B G T S R E— S & - (B BEEEE RIPAD
SEE BTG - PofTRE T R R E R S A RS A [ R A R - B
R R Bk G -

FRSEY : KBUS ~ BH -~ &t E - ER - I



PSR

This project intends to investigate the phenomenon of water politics. We look into
suitable cases of the dam construction, for example the small hydropower plants, the
south-to-north water transfer project, and the resettlement communities of the dams in
Yunnan in order to deeply understand the state-social relations based on our
Corporatist Collaborative Governance Model. In the case of small hydropower plants
(SHPS) in Yunnan, we find out that the local governments in Yunnan have responded
to the political demands (rural electrification and poverty alleviation) by allying with
private capital to build more SHPs to fulfill the political mission while at the same
time granting other benefits to the privately-owned firms to compensate for the
profit-losing SHP projects. Through this collaboration, local state bureaucrats
simultaneously fulfill the central state’s political mission and local economic
development demand. In the case of the south-to-north water transfer project
(SNWTP), we show that the rapid urbanization and industrialization in the north, plus the
already water scarcity condition, has created severe water wars among local states. The
realization of SNWTP was the central state’s project to ease the tension generated from water
shortage and from multi-scalar water wars. However, in contrast to the command and control
mode of water governance in the past, this time the central state has built the governance
based on a collaborative type that involved both central and local states, as well as the
collaborations among local states. Finally, in the case of the resettlement communities of
the dams in Yunnan, we notice that the introduction of more socially oriented policies
has had direct and indirect impacts on local policy implementation and the role of the
local state. Regarding the more immediate impacts, the Chinese Communist Party
through the cadre management system ensures that central level decisions are passed
through the government bureaucracy, and implemented by relevant government.
Local level cadres are evaluated according to their performance in office causing local
governments to mainly implement those policies that have quantifiable, mostly
economic, targets. With the introduction of more socially oriented policies,
performance evaluation is slowly shifting from a focus on hard policy targets towards

soft policy goals including rural reconstruction and sustainable development.

Keywords: Water politics, Governance, Corporatist, Yunnan, Beijing
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I. Introduction

Small hydropower plants (SHPs) in China refer to those hydropower stations
whose installed capacity is no more than S0OMW (Zhou, Zhang, & Liu, 2009).! Due to
their characteristics such as their being small in size, flexible in so far as investment
and construction are concerned, SHPs are regarded by the United Nations
Development Program (UNDP) as promoting clean energy that can largely improve
rural people’s electricity demand;? thus UNDP has channeled many financial
resources into promoting this type of energy everywhere in the developing countries.
Similarly, the Chinese state has also used it as a tool for rural electrification and
poverty alleviation (Chen, 2009), especially in recent years when rural poverty has
become more pronounced. In addition, the SHP is also regarded by the Chinese
central state as a clean energy that can partially replace large dams® and coal
generating power. It is because China has become the largest greenhouse gas (GHG)
emission country in the world that the global pressure against China to reduce its
GHG emissions has radically increased (Yu, 2008; Chen, 2009). The Chinese central
state has thus been eagerly looking for alternative energy resources that have the
potential to reduce GHG emissions, including encouraging the building of a large
number of SHPs (Bing, 2008).

Building SHPs has thus been regarded by central and local government officials
as a political mission in the past decade. Thousands of new SHP stations have been
established in remote rural and mountain areas and the electricity that they have
generated has doubled the installed capacity in less than one decade since 2000 (see
Table 1). Nonetheless, the huge demand for SHPs has created serious environmental

damage due to the competition among firms to ‘demarcate the river territories’



(paoma quanshui) in order to build the power stations. The intensive construction of
SHPs cuts a river into pieces where fish are not able to survive in the dry segments of
the river. Moreover, the SHPs have dried up some parts of the river and have
seriously damaged the natural environment, including the deterioration of biodiversity
along the river basin (Zhou, 2010: 166). The SHPs have indeed become the killer of
the environment. One of the major newspapers focusing on the energy issue in China,
China’s Energy Daily (zhongguo nengyuan bao) even uses the title ‘Damn the
Hydropower’ (waner de xiao shui dian) to describe the environmental damage that
SHPs have created. Even more surprisingly, many of these SHPs have neither been
able to gain profits from selling the electricity, nor have they been able to sell the
electricity to the adjacent rural areas, in spite of the policy being originally designed
to alleviate rural poverty. Now, many privately-owned SHPs have suffered deficits or
have been acquired by big SOEs in recent years (Cao, 2008; Zhou, 2010).

Most existing studies on China’s development of hydropower have focused on
big dams and their environmental and socio-political impacts (Mosert, 2000; Liebman,
2005; Magee, 2006; Onishi, 2007; Hensengerth, 2009; McNally, Magee, & Wolf,
2009), and few have concentrated on issues related to SHPs. There are even many
studies, which have either focused on the technological feasibility issue (Paish, 2002)
or on the development tendency (Huang & Yan, 2009; Zhou et al., 2009), but of
which very few have addressed the issues related to how the local state officials
respond to the demands for social and environmental protection from the central state,
while simultaneously promoting the building of SHPs even when they know that
SHPs are suffering financial losses. Why, then, do privately-owned firms still intend
to build SHPs when they have not been able to make a profit from this business?

This paper maintains that the competition among local governments is the main



cause of the environmental failure in regard to the SHP. However, in a way that is
different from the existing fragmented authoritarian thesis (Liberthal and Oksenberg
1988; Mertha, 2008/2009), the local state corporatist (Oi, 1992/1995; Walder, 1995;
Lin, 1995) and cadre personnel management approaches (Edin, 2003; Chan, 2004),
this paper takes the most recent political developments in China into account and
argues that local government leaders under these new circumstances tend to conform
to national environmental directives by bundling the national priorities with local
economic interests and compensating businesses for their financial losses with other
means such as bank financing or real estate projects. Following Kostka and Hobbs’
recent study (2012), this paper finds that, in the 2000s, the Chinese central state has
placed much more emphasis on improvements in environmental and rural
development, which has thus placed new political pressures on local officials beyond
economic development. Local political leaders thus eagerly find new approaches that
can combine assigned political missions with local economic development. In our
case, we find that local officials tend to implement environmental and rural
development projects in such a way that they collaborate with private firms to fulfill
their political mission while simultaneously compensating them with other more
favorable and profitable projects. As a result, there has been an environmental disaster
as different levels of local officials have allowed private firms to develop different
segments of water power without adequate coordination. Together, these actors have
brought about the tragedy of the commons and have severely damaged the
environment.

This paper will use Yunnan Province as an exemplary area to investigate the
institutional factors that have been inherited in the paradox of developing SHPs.

Yunnan Province is located in the southwest of China and borders Myanmar, Laos and



Vietnam. The province has more than 600 rivers, has 24 per cent of the country’s
hydropower potential, and already provides more than 10 per cent of China’s
hydropower. There are many large dams already being built along the Yangtze (Jinsha)
and Lancang Rivers (Mertha, 2008). In addition to that, a large number of SHP
stations have already been built which are fully supported by lower levels of local
government. Indeed, many of the existing SHP stations in Yunnan are run by private
businessmen from other provinces, such as Sichuan and Zhejiang.

The data used in this study have been collected as a result of field trips conducted
by the authors in two prefectural cities in Yunnan Province and Beijing City in China
in August 2011, July 2012 and August 2013, respectively. A total of more than 20
informants were interviewed face to face. Each interview was conducted by the
authors, and was completed within one or two hours. Our informants were mainly
high-ranking executive officials of central and local governments, the owners of SHP
stations, engineers of power grid companies, executives of chambers of commerce,

industrial researchers, directors of NGOs, and university professors in China.

I1. Local Government’s Role in Social and Environmental Governance

SHPs are mainly built in rural and remote mountain areas, which need to be
approved officially and monitored by lower levels of local government. The local
governments’ behavior thus largely determines how and the way in which an SHP is
constructed. Currently, most existing studies on local government in China have been
focused on China’s fragmented authoritarian state structure, its economic activism or
on the cadre personnel management system which determines local officials’ methods
of promotion; very few have paid attention to the issues related to how local officials

respond to environmental sustainability and the rural social development demands of
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upper level governments (except for more recent studies by Tilt, 2009; Heberer and
Senz, 2011; Kostka and Hobbs, 2012).

The economic activism of the Chinese local government has been well
documented by many scholars (O1, 1992/1995; Walder, 1995; Lin, 1995). The actions
taken by local governments in relation to economic development have been reflected
by the concerted manner in which economic growth is pursued in the market reform
era; each level of the state bureaucracy has its own goals, and those at the lower levels
are subject to the directives of the higher levels. This economic activism is certainly
one of the essential elements that underpin China’s rapid economic growth (Shirk,
1993; Qian & Weingast, 1996). As Oi (1995) describes, China’s local development is

distinguished by its reliance on existing bureaucratic networks:  ‘somewhat akin to a

large multi-level corporation, the county can be seen as being at the top of a corporate
hierarchy as the corporate headquarters. Each successive level of government is
fiscally independent and is thus expected to maximize its economic performance’ (Oi,
1995: 1138).

The local state corporatism thesis has found that local governments in the
economic reform era had a very strong incentive to develop local economies, in which
many local cadres were pioneers in leading the local economies to develop and move
away from decadence (O1, 1995). This phenomenon has been particularly noticeable
in urban development where city officials have worked closely with real estate
developers to greatly transform the city landscape; however, this urban transformation
has been based on grabbing the land from peasants which has in turn given rise to
enormous human tragedies and social unrest in recent decades (Guo, 2001; Zhu, 2004;
Hsing, 2010).

As China has entered the new millennium, serious social and environmental

11



problems have resulted due to the unruly development of the past few decades. The
central state in the new decade has thus introduced many new social and
environmental policies in order to alleviate the deteriorating conditions. For example,
Hu Jintao’s ‘concept of scientific development’ which he spoke on at the Communist
Party of China (CPC)’s Eleventh Party Congress in 2006 laid special emphasis on the
principles of a ‘humanistic center’ (yi ren wei ben), ‘active coordination’ and
‘ecological protection’ in the government’s work, in a departure from the former
‘development is hard fact” approach. How have the local cadres responded to the new
social and political demands from above as the central state has transformed its policy
priority? The existing local state activism literature cannot adequately answer the
question.

Why have local officials been so economically motivated to develop the local
economy? This is the question that the cadre personnel management approach wants
to answer (Edin, 2003; Chan, 2004; Heberer and Senz, 2011). This perspective argues
that the local officials’ strong motivation in developing the economy has been deeply
rooted in the personnel evaluation system of the CCP, with its strong emphasis on the
local officials’ performance in promoting economic development. Therefore, although
local officials have many tasks to perform simultaneously, they tend to pick economic
development as their priority because this is related to their promotion. As Edin (2003:
39) observes, there are three types of performance targets: soft targets (yiban zhibiao),
hard targets (ying zhibiao) and priority targets with veto power (yipiao fojue). While
veto power implies that if local officials fail to attain these targets (mainly family
planning and social order), this will cancel out all other work performances, hard
targets tend to be economic in nature and the completion of hard targets is important

both for receiving bonuses and for political rewards. According to Edin, local officials
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tend to keep a careful eye on political targets, while concentrating their efforts on
achieving hard targets (for state-owned enterprises, see Chan, 2004).

In the new millennium, the Chinese central state has met enormous challenges
from society, especially from social protests that have arisen due to land grabbing in
the urban areas, the failure to resolve the ‘Three Rural Issues’ (sannong wenti)* in the
rural areas, and widespread environmental pollution (O’Brien & Li, 2006; Hsing,
2010; Chen, 2012). How, then, has the central state’s concern over the decrease in
social tension become a priority target to which local cadres have to respond? This is
an issue that has rarely been discussed before in this thematic approach (with the
exception of Heberer and Senz, 2011).

Finally, the ‘fragmented authoritarianism’ thesis asserts that Chinese authority
was authoritarian and fragmented, i.e., ‘the structure of authority requires that any
major project or policy initiative gains the active cooperation of many bureaucratic
units that are themselves nested in distinct chains of authority’ (Lieberthal and
Oksenberg, 1988: 22). Therefore, the decision-making process in China has to go
through long lasting bargaining and consensus building among various agencies and
spatial regions. The decision-making process thus was protracted, disjointed, and
incremental. More recently, Mertha’s (2008/2009) study on major dam projects and
construction in China has found that the Chinese State has now become much more
tolerant towards the rising civil protests and more adaptive to these protests by
changing its policy. The fragmented authoritarianism thesis has correctly pointed out
the bargaining and protracting processes in decision making which gave local
governments incentives to flexibly interpret national policies. However, scholars who
follow this theme on the one hand tend to focus on decision making at the level of the

central state, while on the other hand they have paid less attention to the recent
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developments in which the central government has been determined to improve the
deteriorating social and environmental situation on which this paper intends to focus.

Given the above shortcomings, some recent studies have found that local
governments in China have responded to the central state’s demands regarding
environmental issues by changing their behavior. For example, Heberer and Senz
(2011) have found in their field study that environmental protection, which tended to
be a kind of ‘soft target’ before, has currently become a ‘hard’ target that has been
treated as a mandatory requirement for lower level government officials to
accomplish in their evaluation list. Similarly, Kostka and Hobbs (2012) also found
that, in order to implement the central state’s demands to reduce carbon emissions,
local governments develop an ‘interest bundling’ approach that on the one hand
requires that the firms reduce the production of coal and on the other hand give the
collaborated firms the privileged benefits of other items, such as bank loans. As they
argue, ‘officials often opt to “kill two (or more) birds with one stone” by choosing
implementation pathways that balance local priorities with national targets’ (Kostka
and Hobbs, 2012: 766).

Our study on the development of SHPs at the local level, as will be shown later,
has similar ‘bundled interest’ features in which local state bureaucrats have been
responding to the political demands from above by binding private firms to engage in
the SHP business with other local state-controlled and profitable projects, such as real
estate, as financial compensation. In addition, we will also argue that, because local
governments at different levels and in different places tend to develop their own SHPs
without having a comprehensive institution to regulate river-shed development, this
finally results in the state-designed, good-will SHP projects becoming destroyers of

the environment.
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II1. Small Hydropower in China

The Chinese central state has implemented a series of policies to promote SHP in
rural areas since the early 1950s. The first major campaign for rural electrification
through SHPs was launched during the Great Leap Forward (1958-1960). During this
period, rural areas were encouraged to build SHPs to initiate decentralized energy
systems and to promote rural electrification (Yeh & Lewis, 2004: 442). This policy
had been swung back and forth before the economic reform in 1978. In the 1980s,
because of rapid economic growth in the Eastern Coastal Provinces, the whole
country met a serious electricity shortage. Therefore, a series of policies were
introduced to encourage investment in the energy sector, including the SHP ‘self
construction, self-management, and self-use’ policy. By 1988, there were 63,000
SHPs installed in China, which addressed the electricity demands of one-third of
China’s rural counties and 40 per cent of its county-owned industries (Yeh & Lewis,
2004: 443). There had also been some notable successes in rural electrification and
the achievements in this regard were quite unique in the world. In the 1990s, owing
to the severe power shortages, the Chinese state began to allow foreign and
privately-owned companies to invest in the electricity sector in order to meet the rapid
increase in electricity demand (Liu, 2006), including SHP. In 2002, there was a
market reform in the electricity sector, through which the energy sector was
marketized and partly privatized (Yeh & Lewis, 2004: Mertha, 2008).

From the initial stage of its economic reform, the Chinese central state usually
selected a few areas or provinces in order to experiment with specific policies and
thereby encourage those areas to generate innovative strategies and create internal

competition among these areas (Shirk, 1993). The provincial governments in turn also
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used similar methods that they would apply to a few selected cities and counties so as
to encourage the experiments and realize the assigned political goals. In encouraging
the development of SHPs, the central state in 2003 selected five provinces, namely,
Shanxi, Sichuan, Yunnan, Guizhou, and Guangxi, and 26 cities/counties to promote
SHPs so as to expand its electrification policy, alleviate rural poverty and also protect
the environment, or the so-called ‘electricity for forest woods’ (yi dian dai cai).’ In
2006, the experiment was expanded to much larger areas throughout the country. The
assignment directly imposed from above immediately became one of the evaluation
indicators for the cadres’ annual performance review. Therefore, the city/country
governments have had to regard the construction of SHPs as one of the major political
goals to be accomplished.

Due to the central and provincial governments’ promotion, a large number of
lower level governments allied with small privately-owned hydropower companies to
develop SHPs along small branches of the rivers. Indeed, the number of SHPs
increased rapidly after the turn of the century. Over half of the 2,800 counties had
SHPs (about 45,000) in 2009, with the installation capacity of SHPs having increased
four times as of 1990 (see Table 1). SHPs consistently accounted for around 30 per
cent of all hydropower in the electricity industry, supplied electricity for over 300
million residents in rural areas, and covered up to 99 per cent of rural areas as
compared to merely 40 per cent in the initial stage of the economic reform (China
Water Statistical Yearbook, 2010).

Table 1 here

In the past, each SHP built its own grid, referred to as the rural or agricultural
grid, that supplied electricity in the nearby rural areas. In the early 1980s, the state’s

policy was to decentralize power supply besides the nation-wide power grid.
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Accordingly, there were 790 county grids that linked rural agricultural grids, which
were also integrated into 42 regional grids that were supplementary to the national
grids (Liu, 2006; Zhou, 2010). These SHPs and agricultural grids, which were
controlled and managed by provincial governments and lower levels of local
government, supplied the rural areas’ demand for electricity and contributed greatly to
the development of rural industrialization during the 1980s and early 1990s. In the
process, however, the state invested very little in maintaining the existing power grids,
especially those in remote rural areas.

This integration of the power stations with the grid policy was abandoned in the
2002 electricity reform. In a nutshell, there are three major elements in the market
reform of the electricity sector that have largely determined the patterns of
hydropower development. The first element was the principle of separating enterprise
from governmental functions (zhengqi fenli) so as to let power generating state-owned
enterprises (SOEs) run like businesses that basically follow the market principle. Thus,
in the process of the reform, many power-generating SOEs were separated from the
Ministry of Electricity to become independent companies. Second, the state separated
the grid from the power generating sector and established a regionally competitive
market in the latter sector;’ the state invested even more in the construction of the
national grid system in order to support the policy of inter-regional electricity
exchange such as ‘sending electricity from the west to the east’ (xi dian dong song).
Third, all the power had to be connected with the national and regional grids, and the
prices of electricity were determined by the market competition mechanism. However,
there were still some SHPs, which were mainly located in remote areas, that had
independent agricultural grids and had not yet been linked to regional or national

grids (Liu, 2006; Zhou, 2010). The principles of ‘the division of operator and grid;
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price competition for connecting with the grid’ and ‘forced connection’ in the
electricity reform have largely determined the fate of the SHPs since 2002.

Along with this market reform, the governance structure of the new electricity
regime has been changed to the following system since 2003. While the Ministry of
Water Resources is responsible for the development of SHPs, the administrative work
of investing in hydropower stations was allocated to different levels of local
governments (Liu, 2006; Zhou, 2010). In addition, the national power grid companies
have also been expanding their market territories; they not only have gradually
acquired the existing regional grid, by building high voltage transmission networks
across provinces, but have also had the institutional capability to determine whether
or not to buy the electricity that the power operators have generated. They have
enjoyed the monopoly position in the market in which the small privately-owned

SHPs have had no other choice but to be in a subordinate position.

IV. The Role of the Local Government

Local governments in this paper mainly refer to local authorities at the county or
city levels. Because China is an authoritarian state where the CCP is the only party
that controls the state power, the state thus simultaneously refers to the party and the
state authority. As has been discussed above, the CCP uses its cadre personnel
management system to monitor its members’ behavior and thus ensures that the
party’s decisions are able to go through different levels of governmental
administration (Edin, 2003; Chan, 2004). On the other hand, the upper level of the
state bureaucracy also has the power to evaluate the performance of state officials at
lower levels and to recruit potential talent. Thus state officials tend to follow the

orders from the party or from the upper levels of the administration in order to
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maintain their good record based on an annual evaluation, and especially on the hard
target of economic growth that is good for their promotion. As the Chinese central
state has begun to regard social harmony, rural reconstruction and ecological
protection as being as important as economic development, it has become a challenge
for local government officials to reconcile those new social and environmental
requests from above with economic performance at the local level.

Indeed, Tilt (2009: 144) finds that the concept of sustainability has been
interpreted differently at different levels of the government’s environmental agency.
At the township or village level, the concept of sustainability tends to be regarded by
the environmental agency as promoting social and economic development, rather than
as an abstract concept as the central state bureaucrats hold, so as to provide local jobs
and to increase income and taxes in contrast to idealized environmental protection.
This is because, at the lower level of government, environmental agencies have been
very weak, have not had an independent budget, and have been directly governed by
the township or city mayors or party secretaries, thereby having little independent
authority.

These findings are also reflected in our field study in Yunnan. From 2006 on,
because of the ‘Eleventh Five-Year Plan’, ‘the New Rural Reconstruction Under
Socialism’ (shehui zhuyi xin nongcun jianshe) Plan and ‘sustainable development’
have been implemented, and have involved funneling more resources into
infrastructure construction in rural areas, including enhancing rural electrification,
rural irrigation systems, rural agricultural grids, telecommunications, clean water, and
so on. In the years that have followed the launching of the Plan, the state-level
departments’ yearly Document Number One (yihao wenjian) have all been focused on

the issues of Rural Reconstruction. This indicates that the central state has treated
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rural reconstruction as one of its priority targets so as to meet the stringent issues
arising from economically decaying rural areas. These actions have alerted local
officials that the rural poverty problem has become an urgent issue that they have to
carefully tackle.

Although Yunnan Province has an abundance of water resources, the distribution
is very uneven and is mainly concentrated in the northwestern part. The central and
southeastern parts always suffer from drought due to the weather conditions. In
addition, because of its plateau landscape, those people who live in the mountainous
areas of the province suffer the most from water shortages. Furthermore, the Karst
topography of the East mountain plateau has serious impacts on the water supply for
both agriculture and households.® Situations from the above areas have become much
more severe in the past few years as the dry weather conditions have become more
regular due to the global climate change. Therefore, besides the Central State’s New
Rural Reconstruction Plan, the provincial government of Yunnan also has its own
policy on rural water preservation and on the construction or maintenance of
irrigation systems. These policies include the maintenance of existing small dams and
water channels, as well as the construction of new dams to preserve the water in the
rainy season (roughly from June to October) for the remaining dry season. In order to
mobilize the resources, Yunnan Province encourages private firms to construct water
channels and to build SHPs simultaneously. The electricity market reform in 2002 has
been especially beneficial to those local governments that have had no financial
resources to repair and maintain the existing hydropower stations.

As the concept of scientific development has become the core political ideology
and guiding principle of the central state since 2006, the city or county officials have

clearly acknowledged, according to the logic of the Chinese bureaucracy, that
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sustainable development (or ecological civilization) has become one of the best
strategies for procuring financial resources and gaining the attention of the higher
echelons of the party and administration. Thus, by promoting SHP, a local
government can not only express its loyalty to the central state’s policy, but can also
illustrate its determination to protect the environment (forests). Indeed, in T city’s
official documents,’ all strategies that are relevant to SHP are dubbed as ecological
protection, sustainable development, green industries, and so on.

The local governments’ promotion of SHP thus not only has political
ramifications, but it also has very real financial benefits. Because the promotion of
SHPs has become the central state’s policy, a large quantity of financial resources
have been budgeted for their construction in consecutive years. Similarly, the
provincial governments have also allocated a corresponding amount to the same item.
In order to receive financial support from both the central and provincial governments,
the city and county governments have used every possible approach to apply for
abundant financial resources from the upper level of government. As our case
shows, T city obtained financial support amounting to over RMB $542 million for
water resources and SHP categories during the first three quarters of the year 2011,
which accounted for almost one fifth of the whole city’s annual budget.” It is thus
very clear that promoting SHP and maintaining water resources are a major economic
benefit to the local government.

Furthermore, in order to ensure the implementation of the promotion of SHP, the
upper level of government also uses the annual performance evaluation system as a
tool to maneuver the lower level officials. In the Yunnan case, the Water Resource
Department of the provincial government used the ‘electricity for forest woods’ policy

as the main political goal to evaluate the performance of lower level city or county
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officials. The lower level officials have to sign the annual responsibility contract with
the upper levels so as to assure them of their target goals. The common practice is:
after the annual evaluation has been done, the provincial government would announce
the rankings publically. This puts great political pressure on local officials and
generates severe competition among them.

Although promoting SHP is the government’s political goal, the application and
installation of an SHP is the company’s own work. The building of an SHP starts from
a private company’s application to develop a power station along a river. The
company has to prepare all the necessary documents and applies to the bureau of
water resources at the local level. The review and approval are conducted by the
Development and Reform Commission at both the local level and provincial level.
The capability of the SHP will determine what level of local government has the final
say. For example, the city level can only approve the capability up to 25 thousand KW;
above this level up to 50 thousand KW has to be approved at the provincial level. In
addition, all SHPs have to be connected to the regional or national grids. The price of
the electricity which an SHP generates is determined by each province’s or local
government’s Bureau of Commodity Prices and also has to be approved by the local
government’s finance department.

For local officials, those smaller-scale irrigation systems and SHPs can be better
managed by private companies, because they neither have the financial resources nor
the manpower to manage them. However, in order to realize the mission of rural
reconstruction, local officials on the one hand have established good relationships
with local businessmen, but on the other hand want to keep their power in realizing
their political missions. Alternatively, as an official described:

In relation to the public utilities, the government at the current stage has to pull
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back the market forces a little bit and the government has to become more
involved; now the government has the power to let the market run its course.
(Interview data EO1102-0804)!°

In order to attract private investment to this SHP sector, some local governments
have also offered financial incentives, for example, local tax rebates for five years, to
the investors.!! Moreover, local officials have been actively involving public/private
collaboration networks in facilitating the projects. For example, in our field trip in
Yunnan, we found that many of the SHPs were built by businessmen from Zhejiang,
Fujian, or Sichuan. Those businessmen who came from the same province would
attend the Provincial Business Association, such as the Sichuan Business Association
in Yunnan, to make friends, collect information and build up social networks.
Although these associations are so-called autonomous civil organizations, the
secretaries of the associations tend to have a CCP party background which provides
better channels to communicate with local governments, and they serve as the liaison
between the local governments and business associations.

The business association we visited most of the time has a social gathering
function, but it is also a place for business networking. When there is a development
project, the association becomes the place to find interested partners. The secretary of
the association will then be the person to communicate and bargain with local
officials about the project and other related bureaucratic procedures, including the tax
rate; sometimes, these businessmen will participate in real estate projects, in which
local officials may share to certain degrees.

In the SHP sector, we found in our field trips that the companies would use every
possible means to get closer to local officials who were in charge of water and

electricity in the departments of water resources as well as of reform and development.
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For example, the SHP companies tend to invite retired officials to be the companies’
consultants in order to establish closer network relations with the incumbent officials,
and to know more clearly the obvious and under-the-table rules. The construction of
Guankxi is the basic rule of the companies’ operations in local society. Through the
above channels, therefore, local officials tend to have closer networks with local
business people.

For local officials, encouraging private firms to engage in the construction of
SHPs thus has many benefits. First, it fulfills the demands of rural reconstruction from
above, both for rural irrigation and electrification purposes. Of course, formally, the
local government would require that an SHP make irrigation its priority rather than
the generation of electricity. However, the reality has always been the opposite, with
the private firms’ interest having been to earn money and not to focus on public goods.
Second, it is supposed to have a good effect on the environment, because
electrification largely reduces the rural peasants’ dependence on the forest for energy
that would lead to de-forestification. Thus, as one official said:

Because of our policy of attracting private capital to investment (zhaoshang

yinzi), our main rivers have been fully developed by SHPs. [...] All in all,

SHPs have created very good effects. (Interview data EO1101-0804) 1

V. The SHP Companies

In the initial stages of the electricity market reform, privately-owned SHPs
indeed earned a lot of profits in developing hydropower, the return being estimated to
reach as much as 20 per cent in the late 1990s and early 2000s (Cao, 2008: 92). This
was due to the fact that the government at that time was not so serious about the

environmental impact, neither did it have to follow formal procedures when making
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an application to construct an SHP. As long as the applicant found the water resource,
the firm could then draw up the construction plan and received approval in a very
short period of time. However, after 2006, the central state announced a new measure
referred to as the ‘Notification Regarding the Orderly Development of Small
Hydropower Plants to Protect the Ecological Environment’. From then on, all the
necessary procedures were set up in the application, including an environmental
impact assessment. From then on, the state began to check those ‘Four No-s’
regarding the SHPs— no registration, no construction plan, no acceptance certification,
and no suitable management — and as a consequence forced most of them to close
down. Subsequently, a serious problem began to emerge, particularly in relation to the
plants’ profit margins. As a result, the average annual profit rate of an SHP is
currently about 8-10 per cent (Interview data EO1101-0804).!

One of the reasons for the shrinking profit margins of the SHPs was the forced
connection policy of the SHPs to the national grid. In the case of Yunnan province, it
is the South Power Grid that has the dominant position in the market (which decides
whether or not a SHP can be connected to the national grid), whereas the SHP has to
comply with it in order to survive in the market. Although the state requires national
grid companies to purchase electricity generated by the SHPs, the real situation is that
these grid companies are reluctant to fulfill the obligation. One of the main reasons
why the national grid does not like to buy the electric power generated by the SHP is
its unstable nature. One of our interviewees referred to it as garbage electricity.!* In
the rainy season, SHPs can generate more power in a similar way to the big dams;
nonetheless, the electricity provided by the latter is already sufficient for the grid to
supply the market demand. As a result, the electricity that a SHP has generated has to

be sold at a much lower price or be given up. On the other hand, in the dry season, the
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flow of the river is not abundant enough to be used for power generation, and
therefore the SHP is not able to supply electric power to the grid. In addition, the
quality of the electricity is low and the operation cannot be optimized. Therefore, the
grid company lacks interest in the SHPs and even adopts certain measures to prevent
them from being connected to the grid (Zhou, et al., 2009: 1079). In general, the grid
company is very supportive of building big dams along major rivers in Yunnan.'

As a result of the forced connection policy, according to a report (Cao, 2008:
43-44), there were as many as 12 provinces in which the cost of power generation was
higher than what could be recouped by selling the electricity to the grid company,
which thus led to the companies in these areas recording a deficit. For example, in
Guizhou province, the grid company paid the SHPs only $0.15 RMB per KW/hour,
and sometimes this rate was even lowered to $0.12 RMB per KW/hour. By contrast,
the grid sold the electricity to rural enterprises at $0.318 RMB per KW/hour, and thus
the grid company earned a large amount of profit from this transaction. As one
hydropower developer pointed out: ‘Hydropower has seven advantages, including the
raw material (no need to worry about the sources), the market, the transportation, the
quality, the inventory and the state’s support. However, these seven advantages are
less important than one disadvantage; that is, it is a highly monopolized industry that
in practice is manipulated by the state by a lower price. Whether or not the price
should be raised is not what we can say’ (Guan, 2012). In fact, our field trip in
Yunnan confirmed this observation, for the developers are now complaining that the
lowering of the purchase price by the grid company may cause them to suffer a deficit.
Some firms are even expecting to use the CDM mechanism to compensate for their
currently very low profit margins.'®

Even worse has been that the rural electricity companies have gradually been

26



merged and acquired by the powerful grid companies and have become their affiliates.
As aresult, the local rural electricity companies have totally lost their initial function
of benefiting poor rural areas, as the low-efficiency and high cost state-owned power
generating companies now run the whole of the power generation market in China, or
in Yunnan in particular.

Why are so many private companies still interested in investing in this SHP sector,
given the fact that many have suffered from heavy financial losses? We found based
on our field trips that local governments would compensate those companies by
means of other administrative methods, such as real estate development projects
whose profits are much larger than those from the SHPs in order to maintain the
alliance. According to our interviews, the owners of the SHPs usually had more than
just one station each. Thus, while the profit margins of the SHPs have been shrinking
over the years, they still continue to invest in more stations due to the fact that, on the
one hand, there is still some amount of shrunken profits and the stations can run for a
long period of time and, on the other hand, they help the local officials fulfill the
political missions assigned to them by the upper levels of government, which will
later lead to other returns from the local officials.!” As one of our interviewees said:

The SHP project has been one of the most important items that the local
government has had to implement according to the national evaluation criteria.
Local officials require you to accomplish the already bidded for project within a
specific time duration, and they can help you to shorten the administrative
procedures to a week as compared to the normal two months....Whenever you
help local officials to accomplish political assignments, even though those items’
profit-margins are very thin, local officials will compensate you in return on

other construction items ... We evaluate our project not based on a single item,
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but rather in a holistic manner. (Interview data EW1102-0806)'8

This statement clearly shows the close alliance between local officials and private
capital, and the interest bundling approach through which private capital may suffer
from short-term financial loss in return for much larger and long-term benefits. This
may explain the paradox of the deficit-investment phenomenon in the small
hydropower sector.

The close alliance between local officials and the privately-owned SHPs has
given rise to a phenomenon referred to as ‘demarcating the river territories’ (paoma
quanshui), indicating that the rivers have been cut into pieces by different parties for
building large and smaller dams as well as hydropower stations. The phenomenon has
generated widespread criticisms and reports from the media, and has finally received
responses from the state in reformulating the application procedures for SHPs by
adding the environmental assessment item as we mentioned above. '

Ironically, most of the environmental non-governmental organizations (NGOs)
have paid less attention to this environmental disaster, and have instead devoted much
of their limited resources to watching big dam construction, such as the 13 cascade
dams along the Nu River (Mertha, 2008; also interview data ENG1101-0802).2° It is
also because big dams create a much larger scale of environmental impact than the
SHPs, and therefore NGOs have devoted much energy to big environmental events
compared to the smaller scale SHPs. However, NGOs were indeed aware of these
impacts of SHPs on the environment in Yunnan Province and provided in-depth
reports to the media. One renowned environmentalist lamented:

The main problem with SHPs now is their blind development which results in
not only electricity not being able to be sold, but also a shortage of clean

drinking water because all the river water is used for generating electricity.
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(Interview data ENG1101-0802)*!

VI. Conclusion

This paper asks: how the Chinese local state officials respond to the demands for
social and environmental protection from the central state, while simultaneously
promoting economic development? This paper has shown that the local governments
in Yunnan have responded to the political demands (rural electrification and poverty
alleviation) by allying with private capital to build more SHPs to fulfill the political
mission while at the same time granting other benefits to the privately-owned firms to
compensate for the profit-losing SHP projects. This finding conforms to the findings
of recent studies on the behavior of local governments in China that find that a new
cadre evaluation system has emerged (Heberer & Senz, 2011) and that there are
‘bundled interests’ between local government officials and privately-owned firms on
environmental issues (Kostka & Hobbs, 2012). We argue that, although the Chinese
central state has begun to impose new social and environmental missions on local
governments, the local governments have tended to interpret the political mission in a
way that can be integrated with local economic development and to collaborate
closely with private interests. Through this collaboration, local state bureaucrats
simultaneously fulfill the central state’s political mission and local economic
development demand. Specifically, we show that due to the market reform of the
electricity industry in 2002, which has resulted in the major electric power-related
SOEs pursuing profit maximization, SHPs’ profit margins have been radically
squeezed. Nonetheless, the shrinking of profits has only further enhanced the local
government officials’ alliances with the SHPs by allowing these SHPs to develop

other profitable projects, in order to fulfill the political mission. The result of this
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collaboration has been that the hydropower stations in the upper, middle and lower
streams of the rivers may belong to different companies that have conflicts of interest
in terms of utilizing the rivers for generating electric power (Zhou, 2010: 163).

Although we have found that the building of a large number of SHPs in rural
areas has brought about an environmental disaster, we still regard the Chinese
government’s promotion of SHPs as being a positive part of its climate change policy
and rural poverty alleviation. What the Chinese state has not yet recognized or finds
difficult to deal with is the fact that its marketization of the electricity industry has
merely resulted in its policy goals in relation to SHP being doomed to failure. As a
policy tool to support rural development and poverty alleviation, the state needs to
subsidize the SHPs and to enable them to receive an adequate level of profit in order
not to be undermined by the SOEs.

Furthermore, on the administration side, China also has to have a more coherent
bureaucracy to coordinate the development of hydropower. At the present time, the
application and approval of SHPs belongs to the local development and reform
commission. Although the Bureau of Environmental Protection is responsible for
reviewing the environmental impact, the final decision is always based on economic
interests. This creates a less coherent view of the environmental impact. China needs
to have more coherent bureaucratic procedures to review the applications of SHPs and
to pay more attention to the functions that SHPs can perform to rescue the rural

economy from bankruptcy and save the environment.

Notes

1. There are four grades below the SOMW installed capacity of small hydropower: 0.5-5MW,
5-10MW,10-25MW, and 25-50MW (Zhou et al., 2009).

2. The UN Development Programme (UNDP) has supported many countries in building small
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10.

11.

12.

13.

hydropower plants which it regards as a clean energy; so does the Chinese state. As regards its
mission in China and the Asia-Pacific Region, please see http://www.hrcshp.org/en/about.html.
Building large dams in the world and in China now creates colossal disputes not only within
domestic politics but also in the international arena, especially when the river is transnational, for
example the Lancang River flows into Myanmar, Cambodia, Thailand, and Vietnam. Building
large dams may cut the water flow of the rivers and trigger international disputes (Mosert, 2000;
Liebman, 2005; Onishi, 2007; Hensengerth, 2009).

The ‘Three Rural Issues’ (sannong wenti) refers to three issues highly relating to rural

development in mainland China. Specifically, these issues are rural areas, agriculture, and
peasants.

This means that by building more SHPs, rural peasants would have electricity for cooking and
other domestic energy utilities. This would then reduce the peasants’ incentive to cut wood from
the forests.

The new companies include two power grid operators, namely, the State Power Grid (covering
mainly the northern, northeastern, northwestern, eastern, and central China areas) and China South
Power Grid (covering the Yunnan, Guizhou, Guangxi and Guangdong areas; and five state-owned
electricity operators such as Huaneng, Datang, Guodian, Huadian, and the Electricity Investment
Corporation. Accordingly, the existing regional and rural agricultural grids have been incorporated
into the two newly-established national grid systems.

T city is the anonymous name we use for the city in which we did our field study in Yunnan.

Please see Larson, C. (2010, January 18) for the impact of Karst landscape on water supply.
Interview data EO1102-0804, data obtained from local informant in T city during our field study.
Interview data EO1102-0804, an officer from the City’s Development and Reform Commission,
Kunming City, 04 August 2011.

The value-added tax was 17 per cent in one of the cities that the authors had visited in Yunnan. Of
this 17 per cent, 75 per cent went to the central state and the remaining 25 per cent was local tax.
The local government would return this 25 per cent to the investor over a five-year period.
Interview data EO1101-0804, with an officer from the Agricultural Bureau, Kunming City, 04
August 2011.

Interview data EO1101-0804, with an officer from the Agricultural Bureau, Kunming City, 04
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14.

15.

16.

17.

18.

19.

20.

21.

August 2011.

Interview data EE1101-0711, with engineers of South Grid Corp., 11 July 2011.

Interview data EE1101-0711, data based on interview with engineers of South Grid Corp., 11 July
2011.; also interview data EOE01-0710, data based on an interview with engineers from the
Bureau of Water Resources, T City, Yunnan, 10 July 2011.

Interview data EW1202-0708, owner of a small hydropower plant, 8 July 2012, in T City, Yunnan.
In addition, CDM (the Clean Development Mechanism) is a type of flexibility mechanism that
provides trading schemes for emissions reduction projects that generate Certified Emission
Reduction (CERS) units. The CDM allows industrialized countries to buy CERS and to invest in
emission reductions where it is cheapest globally. Of course, China is one of the largest countries
to benefit from the CDM mechanism.

Interview data EW1201-0707, owner of a small hydropower station, 7 July 2012, T City, Yunnan.
The returns may consist of different types, and one of them may be a real estate development
project which has much larger monetary profits.

Interview data EW1102-0806, owner of a small hydropower station, 6 August 2011, T City,
Yunnan.

There are a lot of reports on the environmental impacts of SHPs. These documents are also one of
the main sources of this research.

Interview data ENG1101-0802, with a local environmentalist of green NGO, Kunming City, 02
August 2011.

Interview data ENG1101-0802, with a local environmentalist of green NGO, Kunming City, 02

August 2011.
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hydropower (%) N.A. 22 31 33 30

Source: China Water Statistical Yearbook 2010.

37



1]

State Rescaling and Water Governance:
The South—to-North Water Transfer Project in China

Jenn-Hwan Wang'

Shuwei Huang?

! Chair Professor, Director of Center for China Studies, National Chengchi University

? Post-doctoral Researcher, Center for China Studies, National Chengchi University

38



Abstract

This paper uses the South-North Water Transfer Project to discuss the transformation of
water governance by the Chinese state and its related scalar politics. China’ water
management system has transformed from command and control mode in the 1950s to a
chaotic local competition stage in the post-Maoist reform era when local states were assigned
the responsibility for promoting economic development. This paper intends to analyze how
the Chinese state re-constructs cross-boundary and cross-regional governance system on
water management through the building of the Water Transfer Project. We will also use
Beijing city as an example to show how the new governance system has been made via the
project.

Keywords: Beijing, Water governance, Political Ecology, Scale Politics
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1. Introduction

Governing water is one of the most important administrative works for the state,
ancient or contemporary. Taming water in ancient worlds was regarded by empires as
a sacred work for its utilization of water and prevention of flood in order to survive
from natural disasters and build agricultural civilization. By doing these hydraulic
works, as Wittfogel (1957) argued, ancient empires developed sophisticated
bureaucracies to rule the society which he called hydraulic despotic regime. Similar to
ancient regimes that had to use state power to regulate water, states in contemporary
world also have to develop related technologies to fully utilize water in order feed the
increasing demand due to rapid industrialization and urbanization. Indeed, governing
water has become a similar ‘sacred’ work for the contemporary state as its counterpart
in ancient world (Worster, 1985; Reisner, 1993; Wehr, 2004; Swyngedouw, 2007).

China’s management of water resources has evolved from the control and
command mode in its initial stage of the Maoist era in which the construction of dams
and irrigation system was one of the major parts of the state formation process. As
China began its market reform since 1978, local states have competed fiercely on
water resources due to their dynamic economic growth that even led some parts of the
Yellow River to dry up many times in the late 1990s. Water wars which occurred
often among local states were salient political sceneries in China during that period. A
call for cross-boundary and national level of water governance had been emergent.
This paper will deal with the state’s role in water management, using the case of grant
South-North Water Transfer Project (SNWTP) to illustrate the rescaling process.

Indeed, China has experienced very rapid economic development since it
opened its door to the world, with per capita gross domestic product increasing from
less than US$ 100 in 1978 to over US$ 4000 in 2010 (National Bureau of Statistics,
2012) — an 8 percent annual rate of growth over the three decades. One consequence
of this growth, together with its rapid industrialization in the coastal areas, is that
Chinese living standards have improved substantially. Accompanying with this
achievement, however, is a significant increase of the country’s total volume of water
consumption. Between 1980 and 2010, total water use increased from 443.7 billion
cubic meters to 602.2 billion cubic meters, with the increase of water demand coming
mostly from urban and industrial sources (Ministry of Water Resources, 2011). This

increase of water consumption has led to significant water supply problems in China.

40



It is estimated that that an aggregate demand and supply gap will reach to 201 billion
cubic meters by 2030, approximately one quarter of the total demand (Rong, 2011:19),
which was shown especially severe in the Northern part of China where the Capital
city, Beijing, is located.

The deterioration of water supply in the north has also largely been influenced by the
natural environment of China. Affected by the monsoon climate’s uneven rainfall distribution,
60% to 80% of rainfall is concentrated in four months, and most of the water resources are
located in southern China. According to a national research on water distribution, from 1956
to 1979, Southern part of China (refers to the south of the Yangtze River Basin) accounted for
81% of the national total water resources, whereas the Northern part accounted only for 19%.
The situation has worsened from 1979 to 2005, the southern part accounted for 84%, whereas
the northern part only accounted for 16% (Wang, 2010). In accounting for per-capita water
resources, it is estimated that people in northern part of China have much lower level
of share in terms of water resources, for example, Heibei and Shanxi Provinces have
merely 201 and 251 cubic meters respectively as compared to absolute scarcity level
of 500 cubic meters per person in the world average in 2009 (Rong, 2011:14). The
SNWTP is the central state’s response to the water scarcity problem of the north in the
post-Maoist ear as to feed the continuous and growing demand of the northern part, especially
the Beijing Municipality. Along with this infrastructure construction, however, has been the
building of a new water governance system that had to deal with the problem of local state’s
competition on water supply.

Beijing is located in the dry northern part of China where water resources are relatively
short of supply. The Chinese state has used many methods, including building dams, channel
water from nearby provinces to supply the demand of the city since it established its rule in
1949. Nevertheless, in the past 60 years, Beijing as one of the most developed and crowded
cities in China has expanded massively its urban areas in a very rapid manner, especially in
the post-Maoist era, which thus requested more and more water resource from its adjacent
rural areas to fulfill its needs. Beijing in fact has been competing with other provinces for
water resources. How to solve the water demand from the Capital City has been an urgent
problem that both Beijing and central governments have sought for. SNWTP was of course a
solution to meet many purposes, not only for Beijing but also for the north in general.

This paper deals with the state’s rescaling on water control. We will show that the
Chinese central state has re-centralized the power of water control in order to solve the water
war problem generated from local states’ severe competition on economic development.
However, different from the former command and control mode, this time, the new mode is

much based on cross-provincial and cross-boundary collaboration. We will use the
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state-created SNWTP and Beijing’s collaboration with water supplying provinces as case to

show the emergence of this new governance structure.

2. State rescaling and water governance

This paper adopts a political-ecological perspective on water governance, which
presupposes that there is a close correlation between the transformations of the
hydrological cycle in the natural world and power relations in sociopolitical sphere.
As Swyngedouw (2009:56) maintains, “hydro-social research envisions the
circulation of water as a combined physical and social process, as a hybridized
socio-natural flow that fuses together nature and society in inseparable manners”.
Hydraulic environments in this perspective thus tend to be regarded as socio-physical
constructions in which water is organized through a combination of social historical
and metabolic-ecological processes. Because hydraulic environment is a
social-physical construction, the enhancement of water supply of one area or a city
may lead to change of other places’ physical condition and their water supply.
Therefore, water regulation is not environmentally neutral, neither is it a neutral
sociopolitical process. Governing water involves political power of various levels of
spatial scale in terms of utilization and controlling of natural water flows (Conca,
2006; Feitelson and Fischhendler, 2009; Swyngedouw, 2007; Bakker, 2002; Norman
and Bakker, 2009). “All socio-spatial processes are invariably also predicated upon
the transformation or metabolism of physical, chemical, or biological components”
(Swyngedouw 2004:23).

From this perspective, water supply since ancient time has been involving the
sociopolitical processes that intended to conquer natural water flows. On the national
scale, one of the major tasks for every state is to use their power to control and
regulate water flow in order to generate resources for sustaining living condition and
build its political power (Worster, 1985; Reisner, 1993; Wehr, 2004; Swyngedouw,
2007; Wester, 2008; Molle et al, 2009). In the process of water control, the state
gained even more power from the society due to its increasing administrative capacity
in controlling the flow of water to cover massive areas. This is the thesis that
Wittfogel (1957) has written in his thesis of oriental despotism.

The relationship between the state and its water control mechanisms formed the
fulcrum of Wittfogel’s (1957) inquiry into hydraulic societies. Wittfogel proposed that

the strong bureaucratic regimes of East Asia were rooted in their reliance on massive
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irrigation works, which conditioned the rise of highly centralized and despotic
regimes. Water held such politically transformative power, Wittfogel claimed, because
it lay between two extremes of agricultural inputs: regional climatic conditions and
soil composition. Water, a production factor thus created a “technical task which is
solved either by mass labor or not at all.” Therefore, Wittfogel’s central argument is
that the capital investment and labor coordination required for substantial water
control on big rivers demand the rise of a strong and hierarchical power center which
he called the ‘despotic’ states of the Orient (Imlay and Carter, 2012).

Wittfogel’s thesis had generated heated scholarly debates, especially the linearity
he suggested between irrigation development, state formation and centralized power,
and whether this evolution necessarily leads to a despotic state (Steward, 1978; Bray,
1994). Given the hot debate, nonetheless, it is still evident that there is a tendency of
centralization of state power in water control on the national scale especially in the
initial stage of state formation in many different parts of the world. As Bakker (2002)
observes in the post-Franco Spanish case, the development of new and large-scale
water resources implemented in the agricultural sector by the state during the Franco
dictatorship was essential to the modernization and mechanization after the civil war.
The state assumed the key role in the development of hydraulic capability, through
which water resources were regulated to cover most of the farm land and redirect
water for the need of Spanish industrialization. This close relationship between state
formation and water control also shows in the Chinese case as we will show later.

In this state formation stage, water regulation is always controlled by the power
alliance of state bureaucrats (such as water development agencies) and engineers, they
tend to propose wider scale of water governance to include multiple surface and
groundwater basin by framing the issue as adequacy of national water supply.
Through this alliance, a water governance regime in a nation-wade level has been
established (Feitelson and Fischhendler, 2009: 730). The centralization of power at
the national level can be increased and facilitated by the improvements of technology
that are supposed to have the capability to reduce the cost and enhance wider
economies of scale. The water agencies and engineers’ discourses have reinforced the
national scale of water works. As Feitelson and Fischhendler (2009:730) suggest,
‘The centralization of management and the associated construction of large-scale
water works in modern times have been largely legitimized by a managerial discourse

that justifies the redirection of water away from its natural courses’.
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Nevertheless, the geographic scale of water governance is not static, it is always
changing along with economic, political and social processes. Especially in the
process of industrialization and urbanization, the state has to reallocate water
resources in order to sustain the pace of its domestic economic development. In this
process, however, the state has to negotiate or command local governments to re-build
the governance system. This transformation of water control system thus indicates the
state’s power is being rescaling to meet the new demands generated from various
sociopolitical and economic processes.

As it is commonly understood in the social sciences that scale is "socially
constructed, historically contingent and politically contested" (Reed and Bruyneel,
2010), this transformation of environmental governance nowadays in the democratic
societies tend to involve not only governmental agencies and social groups, but also
the engagement of NGOs in the operational procedures in key issues, so as to gain
legitimacy in democratic decision making (Barak, 2002;Reed and Bruyneel, 2010).
Therefore, current social scientists in the West find that decision making process on
environmental governance has been changing from government to governance modes,
indicating the transformation from one that exercising power by formal, hierarchical,
and centralized authority to one that is based on mutually agreed upon coordination
made by multiple horizontal, decentralized political and social actors. Water
governance thus becomes decentralized, de-territorialized, and re-territorialized.

The Chinese case on water governance nonetheless has its own specific features.
Following the economic reform logic, in which local states were granted the power to
develop the economy by their own interpretation of central state policies (O1i, 1995).
Local states thus tend to exploit the natural environment, especially land and water, in
order to boost local economies and which was fully supported by the central state.

Indeed, as the local state corporatism thesis (O1, 1995; Edin, 2003) has found
that local governments had very strong incentive to develop local economies,
especially in the initial stage of economic reform in which many local cadres were
pioneers in leading the local economies to develop away from decadence. In the
1990s, because of the central state’s tax-sharing reform (O1i, 1995), local cadres had
very strong incentive to create ‘extra-budgetary fund’ (mainly by selling the land
development right to real estate developers) for local authorities and develop the local
economies. This strong economic activism of local bureaucrats has deeply related to

the Chinese Communist Party’s evaluation system in which economic development is
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assigned as a hard target and priority that local cadres have to pursue for (Edin, 2003).
As local states’ incentives are strong in keeping their rapid economic growth,
water is channeled from rural areas to satisfy the metabolic ecological environment of

big cities. Local states are competing among themselves for water supply. All the
neighboring provincial and municipal city governments intend to reserve
cross-provincial river’s water flow in order to feed the demands of city and industry
within their own territory. On the other hand, the central state also aims to maintain
water supply to feed and balancing regional needs at the national scale; while in doing
s0, it may change water supply of the natural course and create tensions among
various levels of state authority. In fact, water conflicts among local states beget the
central state to step in so as to solve the water supply issue. Water governance thus is
never a conflict-neutral process, it is in fact a multi-scaled articulation of institutions
and actors with varying degrees of power conflict and negotiation. In the process,
water is de-territorialized and re-territorialized by various levels of state power.

We will argue in this paper, China’s water governance has changed from mainly
central state’s command and control mode to a local competitive mode. Now, because
of the draught situation in the north has been worsening, and the water wars among
local states become severe, the central state launched its SNWTP in order to solve the
water supply problem and especially for the need of Beijing. In the process of the
construction, a new collaborative governance mode has been in developing, in which
central state has re-centralized its power as to work with local states to facilitate the
formation of a new water governance structure in order to ease the tensions among
local states, as well as to solve the problems of water supply and water pollution,

which we discuss as follows.

3. Building the national water hydraulic system in China

The building of a national hydraulic system in China has been a long process and has
proceeded in a fluctuated and rocky manner in the past few decades since 1949 when
the CCP took over power. This construction processes can be roughly divided into
three periods: the initial command and control stage, from 1949 to 1978, when China
faced serious floods and shortage of hydraulic infrastructure, the Chinese state, by the

help of Russian engineers, intended to solve those problems by ways of implementing
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big hydraulic projects. In the second stage, from 1978 to 2000, when local states
pursued for their economic interests disregarding environmental pollution and created
water wars among provinces. In the third stage, from 2000 till now, the new water
management system has been gradually emerged and a new national governance
system has gradually established. The central state now has become actively
establishing negotiation and coordination mechanisms to solve the conflict problems

generated from large scale cross-boundary hydraulic infrastructures.

3.1 The initial command and control stage, 1949-1978

Water management was one of the toughest problems that the newly established Chinese
central state encountered in its initial stage after 1949. The lacking of irrigation system and
shortage of hydraulic system nation-wide during that time was a serious problem for
agricultural production. In addition, the constant floods of Yellow River created disastrous
consequences to northern China. By the assistance of Russian engineers, building big dams to
tame big rivers became the key hydraulic strategy, in which “governing Yellow River”
became the policy priority of Chinese central state in the north, while establishing
Dangjiangkou Dam was another big project in the south (Su, 2013).

In order to prevent constant floods of Yellow River, the Chinese central state had done a
series of studies in the early 1950s. In 1954, a team of 120 members, composed by both
Chinese and Russian engineers, proposed to the Chinese state that building a large dam which
could combine flood prevention, hydropower, and irrigation functions together was necessary.
This was the Sanmenxia Dam (with height at 360 meter), which was designed by Russian,
that began construction in 1957 and started to function in 1962. This dam however created
serious problems due to sand sedimentation that had resulted in its rebuilding by
Chinese engineers afterward.

The same pattern happened in the construction of Danjiangkou Dam. In order to prevent
Han River from flooding every year, the Chinese central state began the studies in 1952, again
with the assistance from Russian engineers, and started to build the dam in 1958. In 1968,
with height at 162 meter, the dam began to perform its hydropower function. It was the
largest reservoir in China during that time. A new city, Danjiangkou was created,
populated mainly by those resettled migrants.

The Russianization of hydraulic system was based on engineering thinking that intended
to solve the irrigation and water supply problem by construction more dams with little
thought on the establishment of appropriate management infrastructure and improvement of
governance. Therefore, there was no legal framework to regulate water in corresponding to

those big hydraulic infrastructures. This situation was worsened in the period of Cultural
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Revolution, during which the central state was ceased functioning in managing hydraulic
system nation-wide. Small scale, autonomous small hydraulic system became the main
feature during this era, with little or no financial resources being injected into the

maintenance of the hydraulic system.

3.2 The local competition era, 1980s-1990s

The post-Maoist era in China has the characteristics of local state corporatism (Oi, 1995)
in which local states used every possible approach to pursue for economic development.
However, the autonomy of local state in pursuing for development has made the cost
of coordination among different authorities extremely expensive and highly
inefficient. In terms of water management, due to the fragmented water management
structure, the whole country was subject to unsustainable water use and worsening of
water pollution (Peng, 2012). In addition, because local states now paid much
attention to the needed water to satisfy their demands for economic development, a
competitive stage for water supply emerged.

Indeed, as discussed, there was no law in China before 1980s to regulate water
quantity supply along major rivers. Many government authorities could arbitrarily
interfere water supply, with no single government authority was directly responsible
for nation-wide water affairs. In 1988, the central state promulgated the Water Law
(SCNPC, 1988), which stipulated that water resource authorities at various levels of
governments were responsible for water management. In order to stop water quality
from deteriorating even further, the State amended the Water Pollution Act 1984 in
1996 (SCNPC, 1996). During this period, the state’s attention was paid to the efficient
use of water to facilitate economic growth. The laws thus only made the situation
even worse because local authorities were still competing for water for the sake of
economic development.

It was also during this stage that the issue of water shortage came to the fore
because of rapid economic development. The coastal provinces and cities wanted to
have enough supply of water, they not only unlimitedly abstracted underground water
but also competed ground water for their own industrialization and urbanization.
Moreover, the interior provinces and cities during this time also began to take off and
wanted to keep water flows from major rivers. Tensions had been created among
provinces and cities. In order to solve the water competition problems, the central

state now began to promote a series of small-scale “transferring water” projects across
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geographic areas, such as diversion water from Luan River to Tianjin(5 [;& A ),
from Yellow River to Shanxi Province(5 & A %), from Yantze river to Thai Lake (5]
VIR, as well as similar project in Central Yunnan province (Ma, 2004). These

cross-boundary water transfer projects however were merely based on engineering
consideration; relative little endeavors were put to the improvement of governance

mechanisms.

3.3. Building up a governance mechanism (2000-NOW)

In this stage, China‘s water resource management has increasingly become more
integrated after a series of policy reforms and institutional restructuring. One example
is the revised Water Law of 2002, which aims to extend the Ministry of Water
Resources’ (MWR) powers and to change the status quo. The government began to
take a more holistic attitude toward water management by trying to achieve a balance
between economic growth and preservation of the environment. According to the
Water Act 2002, the power of water management in China is shared by the MWR and
local (provincial level) governments. The Ministry is responsible for overall water
management across the country; seven large river/lake Basin Commissions (six river
basin management commissions, and the Tai Lake Basin Management Agency) are
responsible for the daily administration of water management within their scope of
power delegated by the MWR (figure 1). As a result of this legal reform, the power of
water management has been increasingly centralized in the hands of the MRW (Peng,
2010). Moreover, much more power now was given to River Basin Management
Commissions (RBMCs), which were responsible for preparing basin-wide water
allocation plans and providing technical direction and guidance to local governments

within the basin.

However, given these above amendments, the real operation of the system in
recent years still had the features of ministerial fragmentation and friction. It was
because there were many ministries that were related to water management, such as
agriculture, energy, forest, etc., MWR did not have the power to do the final decision.
Vertically, local provincial states still regarded economic development as their priority,
they did not have the incentive to collaborate with MWR to control water usage and
the MWR did not have coercive power to force them to abide by the instructions

(Peng, 2010). Moreover, because cross-boundary RMBCs in China had no
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representatives from the affected provinces and municipalities, they had difficulty to
coordinate with related provinces/municipalities and other stakeholders (Rong, 2011:
26). For example, the Yellow River Basin Commission oversaw the allocation of
withdrawal quotas among provinces, but it had no power to prevent a province from
withdrawing water exceeding its allocation quota.

Figure 1. Chinese Water Management System
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In order to amend the above administrative fragmentation problems, the Chinese

central state intended to build a better and sound governance system to be more
effectively allocating water resources in ?? year. The system includes features such as:
to establish a new water right regime in order to build a more rational water price
mechanism as to facilitate efficient water usage; to establish a more effective
cross-boundary collaboration system in order to coordinate stakeholders along river

basin, including resettlement issues. Many of the above ideas have been implemented
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into experiments in some areas. The SNWTP was a big hydraulic project that the
Chinese state wanted to do experiment as to create a new water governance system, as

will be shown in the SNWTP case.

4. The “South-to-North Water Transfer Project”

The SNWTP is a vast and unprecedented water project in human‘s history and costs

as high as nearly $100 billion (USD). The SNWTP was first proposed by Mao

Zedong in the early 1950s, Mao said: “The South has more water than the North, if
possible, it would be a good idea to borrow some water from the South to the North.”
Therefore, since 1953, the Yangtze River Water Resources Commission and the
authorities began a comprehensive study of the SNWTP. After five years of research,
the MWR proposed three water diversion routes: The Western Route diverted water
from upper Yangtze tributaries in difficult and remote terrain in the Sichuan and
Qinghai mountains. This project has been suspended due to serious debates and
concerns about environmental damage. The Middle Route started at Danjiangkou
reservoir on the Han, a major left-bank tributary of the middle Yangtze to reach
Tianjin and Beijing in the north. The Danjiangkou dam was built in the 1960s that had
162 m height, it was planned to be raised up to 176.6 m height in order to increase its
storage capacity. This route was planned to start to provide clean water to the north
before the Beijign Olimpic Game in 2008, however it was not able to accomplish this
mission and now was suspended to October of 2014. The Eastern Route takes water
from the Yangtze about 100 km south of Nanjing and 250 km westward from the sea,
by using the existing Grand Canal and some parallel riverbeds. This physical
construction of this route has been completed and will begin transferring water to the
north in the end of 2013. China formerly launched the mega-project in December
2002 and set up the SNWTP Construction Committee directly under the State Council
in August 2003. Details of the three routes are shown in figure2, and table 1:

Figure 2. South-to-North Water Transfer Project
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MONGOLIA

Sourece: The New York Times, 2007

Table 1: The Comparison among the Three Routes of China’s South-to-North Water

Eastern Route

Central Route

Western Route

heightened
by 15 m from 162 to
176.6

Water transfer capacity | 14.8 13 17

(billion m3)

Length of diversion 1,156 (main canal) plus | 1,241 (main canal) plus | >300 (all via tunnels)
canal (km) 740 (branch line) 142 (branch line)

Dam construction N/A Existing dam New dam >200 m in

height

Water transfer method

Pumping stations

Flow by gravity

both

Construction schedule

Started in 2002; Water
was expected to begin
flowing in 2007, but
was later delayed to
2013

Started in 2003, water
was expected to begin
flowing in 2010, but
was later delayed to
2014

Under planning

Water flowing areas

Jiangsu, Anhui,
Shandong,
Heibei, and Tianjin

Hubei, Henan, Hebei,
Beijing, and Tianjin

Qinhai, Gansu,
Shannxi,

Shanxi, Ninxia, and
Inner Mongolia

Major challenges

Poor water quality
Ecological impacts of
lake impoundment

Resettlement
Discharge reduction of
the Han River

Geological disasters
Impacts on the
ecosystems of the
upper Yellow River

Source: Adapted from Zhang (2009) and Rong (2011)

For the purpose of this paper, we will mainly discuss the central route that starts
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from Danjingkou reservoir to Beijing in the north. The total length of this route is
1230 km, with a branch to Tianjin, and the water will supply mainly to 22 cities along
the waterways of three provinces. Natural channels were rejected in favor of a new
canal to preserve water quality and command the full area by gravity. The first stage
will divert 9.5 to 13 billion cubic meter/yr of water or 25 -35% from Han River flows
at Danjiangkou, though the new heightened dam will also have important flood and
water control benefits for the downstream Han River areas and to the city of Wuhan
(Peng, 2012). Although the central route is designed to meet the need of the north in
general, nonetheless, the final destination of this route is the most important one--- to
feed the capital city, Beijing. In the first stage, Beijing is expected to receive 1 to 1.2
billion, whereas Henan province is 3.5 billion, Hebei is 3.3 billion, and Tianjin is 1

billion cubic meter of water.

5. Beijing and SNWTP

Beijing, located in northern China, has been the political center of China for much
of the past seven centuries and is currently the capital of China. It is one of the
most populous cities in the world with the size of population in 2012 was over twenty
million. Located in dry northern China, Beijing has two major rivers flowing through the
municipality, the Yongding River and the Chaobai River, and flow in a southerly
direction. Historically, these rivers were the sources of major water supply to the city.
After the revolution, the central state built up Guanting and Miyung reservoirs to provide

water to Beijing and adjacent areas in Hebei province. As Beijing continued to expand its size,

these two reservoirs recently supplied water only to Beijing.

At the same time, the Beijing municipal government used every possible
measure to increase water supply and to reduce water consumption. Since the 1990s,
the city has been implanting an industrial structural adjustment project that moved
heavy industries out of the city and promoted instead those high tech industries. To
avoid overuse of water, Beijing Municipal Government also adjusted water prices
many times (Banchongphanitha et al, 2008). In addition, the city Government also
tried other measures, such as persuade people to change their habits on water use,
promote the use of recycled water by building more sewage treatment plants, in order

to achieve water conservation.
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Table 2. Water Resource in Beijing (2001-2008)

(Unit: One hundred million cubic meter)

Water Water
Resource  Qurface  Ground- Consumption gyrface  Ground- Recycled Transfer
Water water Water water Water Water

2001 19.2 7.8 15.7 38.9 11.7 27.2 - -
2002 16.1 53 14.7 34.6 10.4 24.2 - -
2003 18.4 61 14.8 35.8 8.3 25.4 2.1 -
2004 21.4 8.2 16.5 34.6 5.7 26.8 2.0 -
2005 23.2 7.6 18.5 34.5 7.0 24.9 2.6 -
2006 24.5 6.0 18.5 343 6.4 243 3.6 -
2007 23.8 7.6 16.2 34.8 5.7 242 5.0 -
2008 34.2 12.8 21.4 35.1 4.7 22.9 6.0 0.7
2009 21.8 6.8 15.1 355 3.8 19.7 6.5 2.6
2010 23.1 7.2 15.9 35.2 3.9 19.1 6.8 2.6
2011 26.8 9.2 17.6 36.0 4.8 18.8 7.0 2.6

Source: Beijing Statistic Bureau, 2010

Through those efforts, Beijing’s consumption of water has largely decreased (table 2,
3), in which the use of ground water has been largely reduced whereas the consumption of
recycled water has increased rapidly. In addition, now the domestic usage of water becomes
the largest share of water supply, replacing agricultural irrigation and industrial uses.
However, due to the increase of population, it still suffered from serious water shortage
problem. Beijing constantly is in thirsty condition. In the past decade, the shortage in some
years reached as high as 2 billion cubic meter (table 3). Transferring water from the south to
meet the demand of Beijing, especially for the drinking water, is a policy that the central state
has to adopt. The new project creates tensions among regions and cities that call for the

central state to step in to solve the conflicting water supply problem.

Table 3. Water Consumption in Beijing
(Unit: One hundred million cubic meter)

Water (One billion cubic meter) Water Water Population
Consumption  Agricultural Industrial Urban Resource  Shortage (100000 )
Irrigation Use Domestic
Use

1980 50.54 31.83 13.77 4.94 26 24.54 904.3
1985 31.71 10.12 17.2 4.39 38 -6.29 981
1990 41.12 21.74 12.34 7.04 35.86 5.26 1086
1991 42.03 22.7 11.9 7.43 42.29 -0.26 1094
1992 46.43 19.94 15.51 10.98 22.44 23.99 1102
1993 45.22 20.35 15.28 9.59 19.67 25.55 1112
1994 45.87 20.93 14.57 10.37 45.42 0.45 1125
1995 44.88 19.33 13.78 11.77 30.34 14.54 1251
1996 40.01 18.95 11.76 9.3 45.87 -7.86 1259
1997 40.32 18.12 11.1 11.1 22.25 18.07 1240
1998 40.43 17.39 10.84 12.2 37.7 2.73 1382
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Water (One billion cubic meter) Water Water Population

Consumption Agricultural Industrial Urban Resource  Shortage (100000 )
Irrigation Use Domestic
Use
1999 41.71 18.45 10.56 12.7 14.22 27.49 1257
2000 40.4 16.49 10.52 13.39 16.86 23.54 1382
2001 38.9 17.4 9.2 12.3 19.2 19.7 1383
2002 34.6 15.5 7.5 11.6 16.1 18.5 1423
2003 35.8 13.8 8.4 13.6 18.4 17.4 1456
2004 34.6 13.5 7.7 13.4 21.4 13.2 1493
2005 34.5 13.2 6.8 14.5 23.2 11.3 1538
2006 34.3 12.8 6.2 15.3 24.5 9.8 1581
2007 34.8 12.4 5.8 16.6 23.8 11 1633
2008 35.1 12 52 17.9 342 0.9 1695
2009 35.5 11.4 52 18.9 21.8 13.7 1755
2010 35.2 114 5.1 18.8 23.1 12.1 1961.9
2011 36 10.9 5 20.1 26.8 9.2 2018.6

Source: Beijing Statistic Bureau, 2010
5.1 Beijing vs water-supply provinces

The SNWTP is a water transfer project, which intends to transfer not only water
but also clean water to the north, which necessarily affects the economy of the
provinces located in the water supply area, including Henan, Hubei and Shaanxi
provinces. Some of the most salient ones were:

First, the expansion of the Danjiangkou Reservoir would flood even more
farmland and evacuate tens of thousands of farmers from their homeland. According
to the plan, Henan and Hubei provinces have to move out a total of 330,000 people.
Most of them are farmers, and most of these farmers have to migrate to the
neighboring counties. Although these farmers in the relocation process can be
partially compensated (each person can get RMB $600 per year for 20 years)(Ching,
2010), and can be assigned to a small piece of farmland in the new residential areas,
but they have lost local connections and have difficulty to find job in the new cities,
not to mention that the resettlement costs are far more than that local governments

could have afforded (Lu, 2010).

Second, local governments along the cannel of the SNWTP areas also have been
severely affected in terms of economic development. It is because of the SNWTP that
the local government on the one hand has lost a lot of farm land to develop local
agriculture, and on the other hand is forbidden to promote industrial development
which may cause water contamination. As a result of both factors, the fiscal revenue

of those affected local governments are becoming worsened (Yang, 2010).
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Third, similar damages on economic development have affected the local
governments that located around the dam areas. Danjiangkou reservoir is so big that
has 4,700 km in circumference, which covers parts of three provinces of Hubei,
Henan, and Shanxi. Many local states in those areas use water resource as sites to
develop tourist or other industries that have resulted in the deterioration of water
quality of the reservoir. In other words, reservoir has been the source of their
economic development (Wu, 2009). As the date of water transfer is approaching, it is

obvious that these industries have to be shut down.

Local vs local

In fact, the affected provincial governments, such as Henan and Hubei, already
complained that the project has cost too much for their own provinces, because the
project places too much financial burden on environmental protection at the expenses
of local economic development. Especially that the closure of polluting enterprises
already reduced local governments’ fiscal income and those laid-off workers also
caused social problems.

In addition, for the relocation of affected rural migrants, although the costs will
be paid by “Central Line Water Transfer Company*, local governments still have to
pay the administrative expenses. Therefore, the local governments in water-supply
area always ask more financial subsidies from the company. According to local
immigration authorities, an immigrant’ relocation probably needs to spend RMB
$70,000, including resettlement housing, infrastructure and transportation. Although
the central state (the company) has transferred monetary payments each year to local
governments, the latter still faced the double increase of administrative expenditure
and reduction of income. In the four related provinces, Hubei and Henan especially
hope to get more financial subsidies and compensation that creates tension between

Beijing and those provinces.

5.2 An emergent governance mechanism

The above features emerged in the process of constructing the SNWTP have
created tensions between Beijing and other provinces. The central state tries to build
up a new governance mechanism to reduce the tension on the above issues, which
may largely reduce the phenomenon of fragmented state authorities and enhance the

regional collaborations among state actors and provincial governments. This
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especially shows in the following features:

First, the state enhances the existing administrative frameworks and functions.
The State Council set up the Water Diversion Project Construction Committee Office
in 2003, to be responsible for the administration of construction projects in the
process of the construction of the SNWTP. This Committee has the Deputy Prime
Minister of the State Council as its Director, and has other members such as the
director of the National Development and Reform Commission, the governors of the
People's Bank and the Development Bank, Ministers of relevant ministries, and also
related provincial governors. The main duties of this office included drafting relevant
laws and regulations; supervising the total investment and construction of the project;
coordinating issues regarding immigration, environmental protection and ecological
construction of the project, etc. (CSNWTPC, 2010). Besides the construction, recently,
the central government also announced the “Danjiangkou reservoir area and upstream
water pollution control and soil conservation implementation assessment methods” to
ask local government officers to protect the water from pollution, otherwise their
career paths will be affected by the quality of water (Jiang, 2013).

Second, the central state coordinated provincial and municipal government to
share the financial burden of the construction fee. The central state established a

“Water Transfer Company” (557K /X 5]) in order to solve the problems of financing,

which requested each water-receiving province and municipal city invest in
proportion equivalent to the amount of the water they want to transfer. Take the
“Central Line Water Transfer Company” as example, as a state-owned company, its
total capital is shared by the central and local governments, including Hubei, Henan,
Hebei, Tianjin, Beijing. By the end of 2009, Beijing already invested RMB $4.07
billion to the transfer project, Tianjin invested RMB $886.5 million, Hebei invested
RMB $ 499.1 million, and Henan has invested RMB $542.5 million (CSNWTPC,
2010). According to the plan, the Water Transfer Company is responsible for the main
project’s financing, construction, operation, management, and repayment. In addition
to the Water Transfer Company, there are also provincial and municipal water

companies (7K7%/) E]) who buy the water from the water transfer company and sell it

to the citizen. On the other side, the Water transfer Company would buy water from

the Water Resources Company (7KJJi/\ 5]) which set up by the central government

and cooperate with the local governments in water-supply areas to manage and protect
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the water recourses (Yang, 2011).

Third, ecological compensation mechanisms are established to alleviate financial
burden of those water supply areas. One the one hand, the water-receiving areas
should help the water-supply areas to solve its economic problem. Thus, the central
state asks the water-receiving areas to donate money directly to the water-supply area
for economic compensation. For example, Beijing contributed RMB 5.4 billon to the
central state for the construction of SNWTP, RMB 2 billion for resettlement, all those
funds were redirected to the water supply areas via the central state. In this process,
the major tasks of the main office of the SNWTP were to analyze the situations and
provided information for the corresponding partners. Besides, in 2012, the Beijing
Municipal Government provided RMB$ 50 million funding to Henan Provincial
Government as compensation (Jia, 2011; Kim, 2012). Furthermore, the Beijing
Municipal Government also signed cooperation agreement with Henan Provincial
Government and promised that it would invest as high as RMB$120 billion in
Henan’s agriculture and tourist industry (Li, 2013; Liu, 2013). This is
called *corresponding partners’ (¥} I 171{F) in which water receiving Beijing in the
north collaborated with water sending provinces so as to mutually develop local
economies by more ecologically friendly approaches in the reservoir area. Beijing
municipal government has the incentive to invest into the areas in order to divert
polluting industries away from the reservoir area and to protect water from industrial
and agricultural pollution.

On the other hand, market-oriented compensation, via the adjustment of water
price, is also installed. Through which, the water resource company receive more
income from the water transfer company as to invest more money into the water
resource protection. The above approaches have been developing to ease the tension
between Beijing and the water supply provinces in which the central state plays an
important role in the negotiation process. Nonetheless, all the processes that have
gone through are directing waters to the needs of Beijing municipality.

In fact, we have found that the role of the central state has become increasingly
important again due the competition among water receiving and water supply areas.
For Hubei and Henan provinces, they cannot resist from the state’s demand on
transferring water to the north, because according to Water Law, the property right of

water belongs to the central state. What they can do therefore was to ask the central
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state to give more economic compensation and subsides. The central state thus

transferred the requests to those better economically developed water receiving areas

to share the financial burden. For Beijing, it still needs the central state to help to

maintain the water quality sending from Danjingkou Reservoir, because Beijing has

the same administrative status as other provinces, it cannot order other provinces to

check water quality for the city. Beijing can only ask the central state for help. In

other word, Beijing cannot solve the clean water supply problem by its own territorial

power, no matter it is the issue of water quality or water pollution prevention, it

instead needs the central state to be more actively to engage in cross-boundary

governance mechanism that is based upon coordination power in a much larger

geographic scale.

In sum, the central state has changed its command and control mode of

governance of water to a collaborative type in which various levels of governments

are cooperating to construct the SNWTP in order to solve the water shortage problem

in the north; whereas the north also made their effort in compensation for the

economic loss of the south by providing financial and economic assistance to the

affecting water sending areas. The governance mechanism can be shown in figure 3.

Figure 3. Governance mechanisms of SNWTP
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6. Conclusion
Water governance in China has been in the wave of transformation. This paper uses the

case of SNWTP to illustrate the transformation. We show that the rapid urbanization and
industrialization in the north, plus the already water scarcity condition, has created severe
water wars among local states. The realization of SNWTP was the central state’s project to
ease the tension generated from water shortage and from multi-scaler water wars. However, in
contrast to the command and control mode of water governance in the past, this time the
central state has built the governance based on a collaborative type that involved both central
and local states, as well as the collaborations among local states.

The state’s rescaling on water governance shows in its technological capability in
constructing such a large scale water transferring project, in terms of de-territorializing and
re-territorializing the water from southern to northern China. It also shows in its power in
building political alliance that regulates the water flows as to ease the competition among
stakeholders. The combination of these two capabilities shows that, as Feitelson and
Fischhendler (2009:730) argue, “the ability of state agents to centralize water
management at the national level was facilitated by improvements in technology,
which reduced the cost of water abstraction and conveyance and hence allowed wider
economies of scale”. Therefore, the governance mechanisms that go through the
state-created Water Diversion Project Construction Committee Office, on the one hand
creates bureaucratic cooperation among state’s different department, and on the other
hand build alliance between central and local states as well as among local states.
Indeed, the chaotic water wars begot the central state to re-centralize its state power in
water regulation, however, this is done by collaboration rather than command and
control modes, which is different from the former pattern of water control.

Having studied the above state rescaling on water governance, shall we expect
the emerging type of water regulation on this SNWTP is the future of China’s water
governance? The answer is both Yes and No.

China’s environmental crisis has become exacerbated in recent years, especially
on air and water pollution. It is therefore an emergent issue that every local
government has to face. However, environmental issue is beyond border, it has to
involve intergovernmental collaboration to be effective. It is because of this
environmental crisis that the Chinese central state, under the leadership of Jin ping Xi
is promoting ecological development, or ecological civilization, in his new state
policy. In this sense, we can expect that collaborations between and among different

levels of government will increase rapidly. In fact, the case of Beijing has shown that
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the city not only made its own effort in reducing water consumption and changing
citizen’s life style, it also help remote water supplying areas to develop more
ecologically friendly industries in order to assure Beijing’s citizen can drink the clean
water sending from the south.

Nonetheless, what we have observed in the SNWTP case is the lacking of non-
governmental organizations (NGOs) in either the decision making or the
implementation processes. Different from other parts of the world, where
environmental NGOs always play important role in environmental governance
mechanisms, the Chinese case mainly involves governmental agencies. However, as
more and more NGOs are engaging in major environmental protection actions or
sometimes in decision making in contemporary China, the Chinese central and local
states seem to have much more degree of tolerance than they did before on those
organizations (Lu, 2007; Zhong and Mol, 2008), a new type of governance
mechanism that involves the participation of NGOs and citizens may emerge to

become dominant pattern in the future.
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Abstract

In 2002, Hu Jintao introduced his concept of a harmonious society (F1i##1:2>) that together
with the scientific development concept (£} % & M) represents the Hu administration’s
vision for China’s future economic and social development. This new direction of
development, despite of being aimed at a variety of policy areas, had profound implications
for rural and regional development strategies. One of the main themes that President Hu
introduced as part of the scientific development concept was to put people first (LA A NA), a
guiding principle of many policies to come, including the new resettlement regulations
governing water resources and hydropower projects published in 2006.

Drawing on fieldwork conducted in resettlement communities along the Lancang River in
Yunnan province, this article aims to analyze the impact that more socially oriented
resettlement policies have had on the way in which local governments implement resettlement
policies. It will be shown that in line with upper level requirements, local cadres have begun
to devise a variety of strategies including soft coercion, negotiation, and propaganda work to
implement resettlement policies, providing evidence of a softer type of authoritarianism on
the grassroots level.
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Introduction

As of July 2006, a total of 25 million people had been resettled in the course of
water resource projects in China, of whom 22.9 million were rural migrants. It was
estimated that the dams being planned, at that time, would require the resettlement
of another 600,000 people (Du, Zhong et al., 2011: 6). The director of the

resettlement bureau in Nujiang Prefecture referred to dam-induced resettlement as
the “number one difficulty under heaven” (K N&5—3E=E) (Li, 2013). The

construction of the Three Gorges Dam, in particular, has drawn the attention of
scholars and bureaucrats to the problem of resettlement induced by large
hydropower projects spurring the development of new resettlement regulations in
recent years. These new regulations are in line with the new focus of the central
government on social development which has found expression in development
paradigms that have surfaced during the Hu-Wen era such as the concept of building
a Socialist Harmonious Society (£14> 32 A1 41 2Y) and the Scientific
Development Concept” (£} & FEML).

This article aims to trace the change of resettlement regulations, and the way in
which these have been implemented by local governments (i.e. county and township
governments) in Yunnan province. In doing so, this article intends to contribute to
the discussion on central-local relations and the extent to which the central state is
able to encourage local policy implementation according to central level goals. Yang
Zhong (2003) suggested that, due to the increased autonomy of the local state and
the concomitant potential for discrepancies between central policy stipulations and
local policy implementation, the center has to rely on Party organization and

discipline in order to control possible centrifugal tendencies. Earlier research has
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shown that the cadre management system® in China has led to two main
developments: first, due to the fact that the assessments of achievements by local
cadres are undertaken by higher government levels, the former tend to respond to the
demands of their superiors rather than to local communities. Second, local cadres
prefer to implement policies that have measurable (hard) targets, rather than
non-quantifiable (soft) targets. Since the former mainly involve economic targets,
local governments tend to implement economic policies instead of more
socially-oriented policies (O’Brien and Li, 2006).

Accordingly, a large number of studies on central-local relations have focused on the
way in which the local state has responded to economic reform policies introduced
by the central government during and after the 1980s. Montinola, Qian and Weingast
(1995) observed the development of Chinese-style federalism which, in their view,
has acted as the motor for China’s rapid economic growth. In line with this
development, a number of researchers have emphasized the role played by local
government autonomy in developing the economy in their jurisdictions. Blecher and
Shue, for example, distinguished between “developmental” and “entrepreneurial
local states” (Blecher, 1991, Blecher and Shue, 1996, 2001), arguing that some local
governments fulfill strikingly similar roles to those that have been identified among
newly-industrializing countries in East Asia.

In a similar vein, O1 (1992, 1995) and Walder (1995) illustrated the ways in which
local governments at county level function as corporate entities, a phenomenon that
Ot has called the “local corporatist state”. Wang et al. (forthcoming) have extended
this thesis to explain how the local state has dealt with the more socially and

environmentally oriented policies introduced by the central state in recent years. In

3 For detailed accounts on the management of government cadres, see Burns (1989), Edin

(2003), Landry (2008) and Manion (1985).
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their analysis of small hydropower development in Yunnan province, they suggested
that local states, in order to fulfill the requirements of poverty reduction and
environmentally-friendly electricity provision, find innovative means to collaborate
with the private sector. This does not only proof that local states, instead of only
focusing on economic development have begun to pay attention to (formerly) soft
policy targets, such as environmental protection; but it also shows that local cadres
are able to come up with innovative strategies in order to implement central level
demands under severe financial constraints.

In these studies on local state-society relations, society merely comprises economic
actors, while the relations between local state agents and the communities in their
jurisdictions have frequently been neglected. Those studies that have touched upon
local state behavior towards local communities mostly paint a bleak picture of local
state-community relations. Pressured to increase GDP growth in their jurisdictions,
local cadres reportedly resort to land grabbing, excessive taxation, and violent
evictions (e.g. Zweig 2000; Hsing 2010).

This article attempts to reassess the role of the local state in their dealings with local
communities in the face of the more socially-oriented policies mandated by their
superiors at central and provincial levels. We ask the question to what extent the
‘human-oriented (DA A £54%)’ rhetoric of the central state is taken up by local cadres,
and to what extent it is applied to processes of local policy implementation. The
hydropower and resettlement bureaucracy is taken as a case to show that even under
hard budget and time constraints imposed by profit-driven energy companies, local

cadres choose to follow the official line of ‘human-oriented resettlement’.* It will be

4 For an analysis of various types of pressures put on local cadres by the hydropower industry,

see Habich (2013).
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shown that throughout most of the resettlement process, local cadres refrain from
applying outright coercive strategies when relocating migrant communities,
providing evidence of a softer type of authoritarianism on the grassroots level, as
well as the ability of the central state to steer local policy implementation through
central-level policy adjustments.

The present article draws on empirical findings collected throughout three rounds of
field research conducted in Yunnan province between 2011 and 2013. Most of the
interviews used in the present article took place in two resettlement villages in Pu’er
municipality that have been resettled in the course of the construction of the
Nuozhadu Dam®. Additional interviews have been conducted with industry
representatives, academics, NGO activists and government representatives at central,
provincial, county, and township levels. In order to protect the anonymity of our
interview partners, the names of the resettlement villages and interviewees have
either been changed or omitted.

The next section introduces changes in China’s resettlement policy. This is followed
by an analysis of implementation strategies applied by two counties in Yunnan. It
will be shown that the local state now devises a strategy of, what we term, Soft
coercion including extended processes of negotiation with migrant communities, the
introduction of participatory rights, and an increase in propaganda work to
implement resettlement policies. Finally, we suggest reasons for this shift towards

soft coercion, and discuss its implications for central-local relations in China.

5 The Nuozhadu Dam is the fifth of an eight-dam cascade, the construction of which is planned
for the middle and lower reaches of the Lancang River in Yunnan Province. The project falls within

the borders of Pu’er, a prefecture-level city, and Lancang Lahu Autonomous County.
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‘Putting People First’ in Dam-induced Resettlement Policy

Although the government introduced its first resettlement regulations in 1953 (see
Xinhua, n.d.), resettlement before the 1980s has been regarded as an unsuccessful
endeavor, even by Chinese officials (Heggelund, 2004: 62). Wang (2010: 78) even
argued that, before the 1980s, China did not have any specific resettlement rules or
regulations, or any standards regarding resettlement planning, let alone any
appropriate standard for resettlement compensation. Due to the lack of adequate
planning and compensation mechanisms for development-induced resettlement, the
living conditions of dam migrants have constantly remained precarious (Jun, 2000;
Heggelund, 2004).

During the 1980s, the Chinese government developed a basic framework for
reservoir-induced resettlement compensation, an effort that found full expression in
1991, when the State Council announced the first specific rules on resettlement
planning, implementation and compensation: the “Regulations for Land
Appropriation and Resettlement Induced by Large- and Medium Sized Water
Conservancy and Hydropower Projects (K HH 2 7K | 7K H, T f A AiE M A
22 B 2% 11)” (State Council, 1991). A revised edition of these regulations was
circulated in 2006, highlighting the continued importance of dam-induced
resettlement processes. Among others, the new regulations raise the amount of
compensation paid to resettled people, clarify the bureaucratic structure of
resettlement administration, and introduce a more “human-oriented” resettlement.
Compared to the 1991 regulations, the new policy goes into much more detail
regarding resettlement planning, post-resettlement support and the monitoring
process (State Council, 1991; 2006a).

Furthermore, the principles to which compensation and resettlement work should
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abide by have changed. While the first principle of the 1991 regulations was
state-centered in that it demanded “the resettlement community and the host
community to obey to the way interests are arranged in the state as a whole” (State
Council, 1991: Section 1, Article 4, No. 1), the 2006 regulations focus on the
resettled people in stating that “resettlement and compensation shall be
people-oriented (LA AN AY)” and “the legitimate rights of the resettled people have
to be guaranteed and their livelihood and development needs satisfied” (State
Council, 2006a, Section 1, Article 4, No. 1). Other changes include the amount of
compensation paid for land, which was raised from three to four times the average
value of land to 16 times of its average value during three years prior to land
requisition. Furthermore, specific standards governing the maximum amount of
compensation to be given to resettled people were removed from the new
regulations in 2006.

As already mentioned, the new regulations include a separate section regulating
post-resettlement support. In order to further strengthen post-resettlement support
and integrate the different policies that have governed “left-over problems” until
then, in 2006, the State Council published the “Opinions on Improving
Post-Reservoir-Resettlement-Support Policies ([ 55 Bt ¢ T 58 3 /K FER [ 5 #H
BRI 2 ). Starting from July 2006, both people who have been resettled before
that date as well as new resettled people are entitled to an annual amount of 600
yuan for 20 years.

China’s central government is increasingly aware of the importance of resettlement
work for the country’s hydropower strategy, and acknowledges past mistakes in this
regard. After a cabinet meeting held in May 2011, the State Council released a
statement that officially acknowledged the problems caused by the Three Gorges

Dam, and promised to increase efforts to reduce negative environmental and social
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impacts in areas affected by the dam. It was pointed out that the government will
undertake efforts to curb water pollution, promote biological diversity and raise the
standard of living of relocated residents, by “stick[ing] to the principle of putting
people first and promoting sustainable development in post-construction work”
(Xinhua, 2011).

The next section of this article draws on fieldwork conducted in resettlement
villages in Yunnan province to show how these policy changes towards more
“human-oriented” resettlement have led the local government to apply softer forms

of coercion when relocating migrant communities.

Soft Coercion as the New Strategy

The biggest change of the policy has been the addition of the human-oriented

aspect. Now we have to respect the opinions of the people when resettling them

(Official from township resettlement bureau in Pu’er, 13 February 2013).
For the Yunnan provincial government and the corresponding resettlement bureau
the central level policy update meant to design more specific regulations which
would make the broad central policies applicable to the local situation in Yunnan.
This is why in 2008, the provincial government issued opinions on implementing the
new resettlement regulations published by the State Council (Yunnan Government,
2008). Accordingly, in 2008 Pu’er government also issued new regulations
governing resettlement work within its jurisdiction, thereby replacing the city’s
former 2004 policy (Pu'er Government, 2008).
Resettlement officials on the county and township government level in Pu’er are the
ones responsible for undertaking the relocation of migrant communities. In order to

come to terms with the new demands introduced by policy changes in the field of
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dam-induced resettlement, and the need to relocate migrants according to the tight
schedules specified by project developers without causing social instability, local
governments have begun to devise a variety of strategies to convince migrants to
leave their homes, and relocate to new villages.

The changes of local government behavior brought about by resettlement policy

change can be summarized as follows:

elncrease in propaganda and thought work by county and township level

governments: Local cadres now spend extensive periods of time in villages

about to be resettled. Through brochures and meetings, migrants learn about

China’s hydropower strategy, the dam for which they have to relocate, the

relocation process and relevant laws.

eExpansion of grassroots government work after resettlement: First, individual

cadres are made responsible for smooth resettlement processes of the villages.

The system of sent-down cadres is now also applied to resettlement. In

addition, in order to strengthen political work in resettlement villages, local

governments have begun to recruit dam migrants into the resettlement

bureaucracy.

eIntroduction of participatory rights for resettlement communities: Migrants now

get the choice to decide about certain aspects of the resettlement process,

including resettlement mode and resettlement village.

eResponsiveness of local government to migrant demands: There has been an

increase in negotiations between local cadres and migrant communities as

regards resettlement processes. Rather than suppressing migrant protests,

local cadres try as much as possible to solve societal demands.

The major reason for why local cadres follow the newly introduced resettlement
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policy instead of sticking to former measures of hard coercion is the design of the
cadre evaluation mechanism.

Just like in other policy fields, local governments have to sign an annual
responsibility agreement with their superiors, determining the targets that need to be
achieved within one year. In the case of dam-induced resettlement, the agreements
set out the general responsibilities of the government during the resettlement
processes, including the number of people that have to be resettled within one year
as well as the necessity to fulfill new policy goals, such as the yiren weiben principle
(State Council 2006a; Interview, NE120218).° In addition to these agreements, in
recent years, resettlement bureaucrats have begun to introduce the “one-item veto

ZE 43 HR) into resettlement administration, meaning that if local

rule” (—5%
governments do not meet designated targets, achievements in all other policy fields
are offset, seriously limiting local cadres’ chances of political advancement. In
particularly this applies to the number of letters and visits a government unit
receives from dam migrants (e.g. Yunnan Government, 2012). Thus, in order to keep
complaints by migrants at a minimum, local cadres increasingly tend to give in to
migrant demands, and to ensure smooth resettlement processes.

Apart from the cadre management system, another reason for why local cadres have
begun to implement soft policy targets in the course of dam-induced resettlement
processes is the stark increase in cadre training programs on ‘human-oriented’
resettlement which have raised awareness among local officials that “military-style”

relocation campaigns are unable to contribute to successful resettlement results, and

that social instability caused by dam migrants is a serious political issue (Interviews,

¢ For an in-depth analysis of environmental performance evaluations, see Heberer and Senz

(2011).
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NJ130304; SM110812).
In the following, the new strategies applied by local governments during

resettlement processes will be presented in more detail.

Propaganda and Thought Work

Preparations of resettlement work for the Nuozhadu Dam began in 2002, when the
local government began to compile an inventory of all the objects located and
people residing within the future construction and reservoir areas (Simao Local
History Committee, 2003: 163). The recording of the inventory was organized by
county governments which, in turn, ordered township and village cadres to
undertake the survey work in their respective jurisdictions. Depending on property
ownership, cadres had to sign an agreement with each household and village
collective confirming the value of all objects to be compensated and the number of
people eligible for resettlement compensation. In addition, each migrant household
had to sign an agreement confirming their willingness to resettle before a specified
date.

In order to inform villagers about the upcoming resettlement process and get them to
sign the agreement, one local government team was responsible for ‘propaganda and
thought work,” which included several rounds of meetings with the entire village
population, and, more recently, also the distribution of a booklet that introduces
China’s hydropower strategy, the Nuozhadu Project as well as the resettlement
process and related policies. According to the booklet, throughout the resettlement
process, every migrant has the right to participation, information, choice, expression,
and supervision. First of all, migrants have the right to participate in the processes of

preparing and revising the property investigation as well as the compensation and
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resettlement plans. They furthermore have the right to choose their preferred mode
of resettlement, and to supervise the usage of compensation paid out to the collective.
Moreover, migrants are entitled to participate and supervise the implementation of
official policies by local cadres. In case, policies are not implemented to migrants’
satisfaction, or other problems occur during the resettlement process, migrants have
the right to appeal in accordance with the law. In return, migrants have to comply
with all laws, rules and regulations related to their resettlement. They also have the
responsibility to support national construction projects, and follow all related
requests to give up farmland and/ or move out of their homes. During the whole
resettlement process, migrants should actively participate and support resettlement
work (Pu’er Resettlement Bureau, 2011).
In addition, about one year before relocation began, representatives from district,
township and village governments came to the village to introduce the national
hydropower strategy, and to explain the necessity to construct the Nuozhadu Dam,
asking future migrants to support the state’s efforts. The group consisted of twenty
to thirty local cadres who frequently came to the village for a period of one year. It
was their task to hold meetings both with village representatives and with the whole
community. Additionally, they walked from door to door to speak with affected
households individually.
One villager explains:

Before our move, the working group came to the village every day for at least

two months. They held meetings every single day to tell us about the greatness

of the new dam they were about to build. The government was especially warm

[#1%] to us so we believed them everything. They told us that everything

would be fine after resettlement and that they would take care of all potential

problems. They also explained that they cannot tolerate any resistance, because
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this is a state project (Interview, NDH1208032).
As is the case with most people who are informed about the fact that they have to
leave their houses and move to a new home, the villagers at first did not want to be
relocated, and refused to sign the resettlement agreement with the local government.
According to the group leader (Z1K) of one resettlement village, in the process of
the negotiations between the government and the migrants, the former has applied a
particularly skillful tactic to convince the latter to move. The group leader calls the
tactic “cheat, fool, threat (J, M, FF):”

Pian refers to the fact that the government told us that the resettlement village

we were about to move to was a particularly nice place where men can find

beautiful women, and where it would even be possible for them to have more

than one women at a time. [...] All in all they told us that the region of the

resettlement village is especially fun [{E#F¥t]. [...] Hong means that in the

beginning the government was very nice to us, and gave us a lot of benefits

which later on they deducted from our resettlement compensation. So before the

move, in order to convince us that resettlement is good for us, the government

gave us 2000 yuan per mu of contracted land, and told us that this was a special

advantage that we would be granted. The cadres called this money ‘field input

subsidy [l H 5 A%~ 2. It was paid out to the collective. So the collective

received a large amount of money which made us very happy. That’s why we

thought it’s not such a bad thing to move. However, later, after resettlement, the

government deducted this field input subsidy from the compensation they still

owed us. So in the end that wasn’t a special benefit at all. They just paid it out

early to convince us to move. [...] Xia refers to the threats from the government

in case we didn’t comply with their request to leave our homes. They threatened

us that, if we don’t move, they would just drag us out of the buildings and move
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us by force. So in the beginning they were really nice, and used sweet words to

convince us, but they always added that, if we dare to resist, they had no choice

but to make us leave by other means (Interview, ZW130217).
What is worth noting here is that first, the local government emphasizes the scale of
the dam project, its importance for China as a country, and the fact that the project is
initiated by the central government. In that way, local governments try to win over
the hearts of the migrants, and attempt to make them feel as part of a larger
undertaking designed to further the nation’s future development. It can be assumed
that cadres deliberately stress the state’s role in the dam project rather than that of
large energy corporations that are actually behind these schemes (Interview,
KM130222). In doing so, cadres appeal to the migrants’ identity as citizens of the
PRC which they are now given the opportunity to serve. Second, cadres make sure
to be particularly friendly to the villagers, and built up a good relationship with them.
This is to increase the trust of the people into the government, and to lower the
likelihood of villagers to resist resettlement, and accompanying government
demands.
However, a nonresistant migrant community before and during relocation has not
been the only consequence of local government propaganda work. Instead, there
have been instances in which migrants made use of information provided by the
local government to advance their own claims with regard to resettlement. For
example, in 2008, the deputy township head visited the village as part of an
investigation on the current situation of resettlement preparation. During a meeting
with the villagers, the deputy made sure that the overall spirit for resettlement was
positive, additionally encouraging the villagers to comply with the local
government’s resettlement plans. Additionally, he reassured future migrants of the

positive future that lay ahead of them. According to the deputy head, one of the
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reasons for this was a new policy that central and provincial governments were
currently working on and which was going to be implemented in the resettlement
village. The policy he was referring to was the long-term compensation mechanism
(KA AMZ*XM) which compared to the formerly dominant big agricultural
resettlement (K A% MV %2 &) does only provide for the allocation of a small area of
land after resettlement, and instead supports migrants financially over a period of up
to fifty years depending on the time of operation of the hydropower station in the
course of which resettlement took place (Du, Zhong et al., 2011: 27). The deputy
township head introduced the mechanism and explained how it would serve as an
additional source of income for those who continued to cultivate land or took up
jobs in the city, and how it would be especially suitable for the older generation who
might rather want to retire than continue to work on their fields.

However, when the deputy head propagated this innovation of the government for
resettlement villages, the long-term compensation mechanism was not an official
policy, yet, but was merely in the process of being discussed by the provincial
government and hydropower companies in Yunnan. When the villagers were
subsequently relocated, the mechanism was only being implemented as an
experimental program in certain resettlement villages along the middle reaches of
the Jinsha River in northern Yunnan (Yunnan Government, 2007) as well as in
Lancang County in Pu’er (Lancang Government, 2008).

Therefore, when the deputy head propagated the new policy, the mechanism was
only being implemented on a small scale, without any detailed implementing

guidelines for how long-term compensation was to be realized in the area affected

7 The official name for this locally developed mechanism is the “16118 Resettlement

Compensation Method” 16118 # [R4M%% E 773\ (see China Energy News, 2013).
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by the Nuozhadu project in Simao. Nevertheless, after hearing about the new policy,
the migrants wanted the policy to be implemented in their village which is why they
began to pressure the local government.

What is interesting to note here is how the deputy head used the long-term
compensation mechanism as a tool to convince farmers of the advantages
accompanying resettlement without even knowing how or whether the mechanism
would benefit migrants at all. Little did he expect the perseverance with which the
villagers continue until this day to pressure the local government towards
implementing the long-term compensation mechanism. Thus, in the present case, the
impact of the increased flow of information from the government towards the
migrants has been twofold.

One the one hand, the propagation of China’s hydropower strategy and the
importance of the Nuozhadu Dam for Pu’er and China more generally, have lowered
resistance against resettlement among the migrants. All villagers that have been
interviewed argue that they do not mind resettlement as such, but wish that the
government would fairly implement resettlement policies designed to support
migrants before, during, and after relocation. On the other hand, this provision of
information has caused migrants to follow up on the process of implementation, and
make sure that the local government actually acts according to what they originally
promised. Thus, while the increased intensity of ‘propaganda and thought work’ in
policy implementation may cheat migrants into leaving their homes without
resistance, thereby undermining their right to know, the bits of information provided
on resettlement policy have at the same time also increased migrants’ knowledge
about how resettlement is supposed to be implemented. Even if some of the policy
details given by the governmental working group were incorrect, the migrants did

not hesitate to remind the resettlement bureau of their previous promises.
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Grassroots Government Work After Resettlement

Before, during, and after resettlement street-level bureaucrats play a major role in
the resettlement process. Especially those villages that are considered as more
conflict-prone receive a higher degree of attention from local governments.
Grassroots government and party work in resettlement villages takes up three
different forms. First of all, local cadres employed in the resettlement bureaucracy
are responsible for resettlement villages within their jurisdictions. Second, in order
to strengthen political work in resettlement villages, local governments in Pu’er have
begun to recruit dam migrants into the resettlement bureaucracy. Third, the system
of sent-down cadres has been applied which refers to urban officials “adopting
villages (£247)” and helping them during the process of adaptation after
resettlement.

Work units and departments at all levels of the Chinese party state take part in
village adoption, creating opportunities for economic development in poor village
communities. Apart from fostering industrial development by improving local
infrastructure, sent-down cadres also have the responsibility to bolster local Party
organization. As such, the cadre is tasked with ameliorating the oftentimes
antagonistic relationship between rural communities and local governments, and
with “stitch[ing] up the torn garment that is Chinese [rural] society”” (Rolandsen,
2012: 69).

Hostility between local governments and rural masses, as well as conflicts within
local communities are particularly prevalent in resettlement communities that are
mostly dissatisfied with resettlement work undertaken by local governments. In

addition, dam migrants often find it difficult to rebuilt livelihoods in their new
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environments. Due to these reasons, in Pu’er, government departments adopt
resettlement villages, making each official of those departments responsible for a
group of households within each village (7 /).2 The officials regularly visit the
villages where they speak to the households that have been assigned to them. Their
work mostly revolves around helping migrants adapt to their new environments both
socially, and in terms of their productive activities.

In addition, county and township governments dispatch working groups ((L.{E4)
that are stationed in the villages for certain periods of time after resettlement. These
working groups have a similar function to the dispatched cadres. However, while the
latter additionally carry out their daily tasks within their work unit, working groups
are stationed in one village permanently, and within that time, are only concerned
with this particular village. In one of the villages visited for this research, a working
group was stationed for about one year after the resettlement process had been
completed. The group consisted of ten officials from various departments of the
local government who came to the village on a daily basis to talk to the villagers and
monitor the process of adaptation. During their time of duty, the cadres went from
household to household to inquire about migrant problems. This method of sending
down officials is not applied in all resettlement villages, but rather in those villages
with a greater number of problems which, in the eyes of local officials, have the
potential to jeopardize social stability.

The third method of the local government to get a better hold of the migrant
community is to recruit village group leaders into their resettlement bureaucracy to

make them directly responsible for social stability within their resettlement

8 Usually, one department is responsible for one village, and each cadre within that department

is responsible for a certain number of households within the village.
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community. This was a constantly used method to prevent social instability and
migrant protest. In Menglian (73%) County, for example, three dam migrants act as
deputy township governor, deputy village party branch secretary, and assistant
director of the resettlement village, respectively. Officially, this effort is to solve
conflicts between local governments and migrant communities, as migrants
themselves are supposed to act as intermediaries between the two groups, and are
expected to have a greater understanding of both government and migrant
perspectives (Na, 2010).

In one of the villages, all three village group leaders have been recruited by the local
government as assistants to the working group. In return for paying each migrant
200 yuan per month, they have to work about five days each month. Their main
work consists in supporting the working group with implementing resettlement work,
and facilitating communication between their fellow villagers and cadres. For the
migrants-turned-cadres such appointments mean high pressure from both the
government and the migrant community. While the working group requires the
group leaders to calm their migrant community down, and prevent them from
staging any protests, their fellow migrants blame the group leaders for not solving
their problems. Furthermore, the fact that the group leaders receive money from the
working group has caused many migrants to accuse them of being part of the

government bureaucracy considered as incapable in solving migrant problems.

Letting Migrants Decide

In recent years, migrants frequently get the choice to decide about certain aspects of
their resettlement process themselves, rather than having the resettlement

bureaucracy deciding it for them. One of these aspects that migrants are allowed to
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decide about is the resettlement mode. Dam-induced resettlement in China is
categorized depending on the distance of resettlement; by whom resettlement is
organized (by the local government or the migrants themselves); and whether
migrants from the same community are resettled together or separately. The Chinese
terminology used for these different forms of resettlement is waigian (#MI) for
outward resettlement; houkao anzhi (5 5% &) for resettlement in the vicinity of
migrants’ former homes; tongyi anzhi (4t —% &) for government-organized, and
zixing anzhi (H{T7%4E) for self-organized resettlement. Each household has the
right to apply for the latter and depending on the government’s decision, organize
resettlement by themselves including the choice on where to move.

Among the migrant families resettled to one of the villages studied here, several
households had chosen self-organized resettlement instead of government-organized
resettlement. One of these households were the Wangs who, instead of following
their fellow villagers to the new resettlement village, had decided to stay in their
original township and organize resettlement by themselves. In order to do so, they
had to apply with the township government and were subsequently required to find a
new place to live, built a new house, and negotiate with the local population over
acquiring land from them.

When asked why he decided to organize resettlement by himself, Uncle Wang
replies that he was “backwards” back then. He wanted to have the freedom to decide
about his own life, and not always follow the decisions of the collective and the
government (Interview, ZW13021702). After the move, Uncle Wang realized that
self-organized resettlement is not as good as he had thought in the beginning.
Although it gives migrants the freedom to choose where they want to move to, they
also miss out on part of the compensation that they are entitled to, as not everything

is paid out to individual households, but is instead given to the collective.
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Furthermore, after Uncle Wang and his family had moved by themselves, they
realized that it is very difficult to negotiate with their host community about
contracting land. While under the government-organized resettlement mode,
township and county governments are responsible for allocating land, Uncle Wang
had to do this by himself. Uncle Wang explains,

If one has problems, one can rely on the party and the government. We couldn’t

do this, because we had decided to leave the collective. So in the end, we wanted

to return to the big family. However, by then, the other batches of migrants

didn’t want us anymore (Interview, ZW1302172).
As early as 2006, Uncle Wang and his family started to consider the possibility of
applying for a transferal from self-organized resettlement to government-organized
resettlement. His family recognized that they had made a mistake by leaving the
collective. Although at first the district government had told migrants that the
resettlement mode could not be changed once the agreement has been signed, a
representative from the local resettlement bureau explains that there are exceptions
to this rule. In fact, the government has realized that in those cases in which
migrants have chosen to organize relocation by themselves, the process of
adaptation is more difficult than if the government organizes resettlement. This is
because in the former case, migrants have to organize land, housing and schooling
by themselves, and they are removed from their former community. Although the
families decide on this by themselves, they oftentimes overestimate the advantages
of being able to stay in the vicinity of their former homes, and at the same time
underestimate the burden related to finding land.

If the households want to switch to government-organized resettlement, we have

no choice but to at least look into the case, and see if it is reasonable for them to

transfer. Although they have signed a contract with us, in the Chinese
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countryside, these written arrangements don’t mean anything. If the villagers

want to move, they just move. This is why in 60 to 70 percent of cases, we allow

them to transfer to government-organized resettlement, if they apply for it. This

is better than not helping them at all, and causing more conflicts (Interview,

SM130218).
What this explanation by a resettlement bureau representative shows is that the local
government, in order to limit social conflicts, is willing to revise formerly signed
agreements with migrants and transfer them to government-organized resettlement,
although this increases the workload of local governments who after having
approved self-organized resettlement have to make arrangements for transferals to
government-organized resettlement.
Another aspect of resettlement over which migrants are now allowed to decide about
for themselves is the resettlement village to move to. Before relocation, the
resettlement bureau of the local government presented the villagers with three
resettlement villages to choose from. Originally, the migrants had hoped to be
resettled within the same township so as not to be too far removed from their former
homes and land. They requested the resettlement bureau to look into the matter to
see, if this was possible, however, later the migrants were informed that resettlement
within the same township was not possible in their case, and that the provincial
government wouldn’t approve that. The reasons for this were rather practical: there
was not enough land available in the vicinity of the villagers’ former homes.
In general, plans for the location of resettlement villages and for the allocation of
land are first drawn up by the provincial government together with relevant experts
from industry and academia. In the present case, experts on the provincial level did
not agree with the villagers’ request to be resettled within their home township, but

made them choose from among three resettlement villages in a neighboring
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township. The selection of villages that was presented to them included ZW, NDH
and a third village that was between one and two hours away from ZW and NDH
respectively, and that was located about half way between the migrants home village,
and their new resettlement villages. Before relocation, the local government
organized a tour to each of the three villages to let representatives of each household
see for themselves, and decide on where they would like to move.

The group leader of one of the resettlement villages reports that household
representatives paid attention to several factors when making their decision on
where to relocate to. The most important of which were the quality of land they were
supposed be allocated in the resettlement village, the difference in climate between
the resettlement village and their home village, and the location of the resettlement
village in terms of distance from adjacent cities, schools and hospitals. After having
considered all these factors, the majority of household representatives belonging to
the villager small group decided to move to NDH, because the land was of better
quality than in the other two villages, because there was only a little difference in the
climate, and because the location was favorable in terms of schooling, nearby
hospitals, and the city center, providing them with more options for finding

employment outside the village.

Giving in to Migrant Demands

Dam-induced resettlement in China has been frequently accompanied by protests on
the side of those having to leave their homes, or those who have already left, and
feel that they have been left alone by the government after resettlement. Two of the
starkest examples occurred in 2003 and 2004 when first, the Kunming-based NGO

Green Watershed organized villagers to raise their grievances about the planned
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Xiaowan (/M%) Dam and the Nu River Project in Yunnan; and second the biggest
demonstrations after Tiananmen took place in Sichuan where protesters organized
themselves against the planned Pubugou (¥&A774) hydropower project (Sun and
Zhao, 2007: 150; Mertha, 2008).
Apart from these large protests, migrants frequently show their frustrations on a
much smaller scale by visiting the local resettlement bureau, and submitting formal
complaints and requests through the letters and visits system. This has also been the
case in the field research sites where dissatisfied migrants frequently call upon the
township and county governments to help them solve their problems caused by
resettlement. Issues of contestation in the present cases have been related to the
registration process of migrants, their living expenses, land compensation, housing
compensation, and the long-term compensation mechanism. It is beyond the scope
of this article to go into detail about each issue of contestation. What shall be
elaborated here briefly is the protest strategy that migrants have developed so as to
get the local government to deal with their problems as well as the reaction of the
local cadres to migrant demands.
In one of the study sites, the group leader explains the village’s protest strategy in
the following way:
First, five people go to the local government together to talk to the officials. We
cannot be more than five people, because according to the letter and visits
regulations, if more than five people go to visit the government, this would be
considered as making trouble [naoshi, [ii]5¥]. Then we wait and see what the
government tells us, and if we are not satisfied with their response, then we
write an official document in which we explain our problem to the government.
After we have submitted the document [to the local government], we wait for

two to four weeks. If the government doesn’t respond, we go to protest at the
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power station (Interview, NDH1302201).
Until December 2012, migrants of the resettlement village have applied this strategy
three times: first, in 2010, when migrants wanted the local government to provide
financial assistance due to increasing poverty among the migrant community;
second, in 2011, when the migrants heard that the local government had paid out a
higher amount of compensation to other villages, but not to their own; and third, in
2012, when the migrants learned that the local government was paying out an
increase in housing compensation in a few villages, but again not in their own
village.
In the first two cases, the migrants went to the hydropower station to block the road,
after no agreement could be reached with the local government. As for the
contestation about financial assistance, the migrants blocked the road at the
Nuozhadu Dam for 24 hours when local cadres who had followed the migrants to
the dam eventually caved in. The head of the People’s Congress of Simao District,
the director of the resettlement bureau, and the director of the Organization
Department agreed to pay out 900 yuan to every migrant of the resettlement village.
In the second case, when migrants demanded the local government to pay out land
compensation, on the day they had picked for the protest in May 2011, the villagers
first drove to the local government, before moving on to the power company, and
eventually to the power station. The only difference was that this time, their protest
did not last for one full day, but instead ended after four hours when government
officials decided to give in. The officials agreed that within less than a month of the
protest — before June 15 — they would pay the money to the migrants.
In the third case, the local officials wanted to prevent the villagers from blocking the
roads in the first place. Every protest has the potential to draw attention from higher

government levels threatening the political future of local cadres. This is why the
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government decided to pay out the raise in housing compensation which amounted
to 40,000 yuan for each household in NDH. The present case was based on an
official policy guideline published by the city government, a fact that might have led
the district government to give in more quickly when compared to previous cases of
contestation involving migrants.

The protest strategy that the migrants had developed was based on several premises:
first, migrants wanted to avoid as much as possible to break the law, but to instead
refer to official policies when formulating their complaints. They did so during their
negotiations with government representatives as well as in the letters that they wrote
to the local government. In these letters migrants frequently cite both official
policies, and statements of local cadres who had propagated resettlement in their
village before relocation. This is in line with what O’Brien and Li (2006) have
termed “rightful resistance.” Second, as soon as they realized that the local
government was not going to help them with their problems, migrants aimed at
attracting attention from government representatives higher up in the hierarchy than
those representatives they had originally addressed their complaints to. Normally,
once the first premise of law-abidance could not be uphold (because the government
would not help to solve respective problems), migrants followed with their second
premise to attract attention. In two of the above cases, the presence of government
representatives from the district’s Organization Department and other bureaus is
likely to have encouraged officials from the resettlement bureau to relent.

All in all, resettlement policy change has in one way empowered local migrant
communities both by granting them more rights, and by providing them with more
information before relocation. In another way, this empowerment has gone hand in
hand with heightened requirements for local governments that have to implement

new and more demanding policies given down from above, while at the same time
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having to respond to the claims by empowered migrants. As a result, local
governments now apply softer strategies of coercion that allow local cadres to

achieve resettlement targets without inciting social unrest.

Conclusion

The Chinese leadership has acknowledged the problems related to the unfettered
pursuit of economic growth, and has begun to design more socially oriented
development policies. Ideological reforms such as the concept of building a Socialist
Harmonious Society and the Scientific Development Concept seek to limit overall
social disparities and promote balanced economic development (Holbig, 2007).
These new concepts indicate a shift that is taking place — at least at the central
government level — away from the traditional development paradigm with its mere
focus on economic growth towards a more balanced approach to social and
economic development (Lam, 2006). The introduction of more socially oriented
resettlement policies after 2006 has to be regarded in this context. The question is
what these new policies mean for the local state and resettlement processes.

As this article has shown, the introduction of more socially oriented policies has had
direct and indirect impacts on local policy implementation and the role of the local
state. Regarding the more immediate impacts, the CCP through the cadre
management system ensures that central level decisions are passed through the
government bureaucracy, and implemented by relevant government bodies (Edin,
2003; Chan, 2004; Heberer & Trappel 2013). Local level cadres are evaluated
according to their performance in office causing local governments to mainly
implement those policies that have quantifiable, mostly economic, targets. With the

introduction of more socially oriented policies, performance evaluation is slowly

91



shifting from a focus on hard policy targets towards soft policy goals including rural
reconstruction and sustainable development (Wang et al., forthcoming).

This article has shown that the social turn in policymaking has also manifested itself
in the field of dam-induced resettlement. New resettlement regulations require local
cadres to increase consultation with local migrant communities throughout the
whole resettlement process, and ensure the restoration of livelihoods after relocation.
What is striking here is that local cadres implement these softer policies although
this might cause a delay in the resettlement process, or at least take up much more
time and effort than what had been required before the policy shift. While Wang et al.
(forthcoming) and Kostka and Hobbs (2012) came to the conclusion that local
governments link newly introduced central level policies in areas such as
environmental protection with local (business) interests such as GDP growth, in the
case presented here, local cadres invest more time and energy in resettlement
without necessarily fulfilling two goals at the same time.

When it comes to propaganda and thought work before resettlement, in the cases
presented above, county and township level governments have tried to make use of
newly introduced policies to their own advantage so as to fulfill the demands of
higher government levels and get the migrants out of their homes. However, once
the demands of their superiors are fulfilled and local communities have been
relocated to make room for project construction, local cadres face the demands of
migrant communities who, after having been resettled, realize that the reality of
resettlement is less rosy than the picture they had previously been presented with.
Ensuing contestations require the local state to coordinate community interests
within the provisions made by resettlement plans as well as within the limits of their
own organizational and financial capacity.

Apart from introducing new methods of disclosure to policy implementation, policy
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change at central and provincial government levels in the area of dam-induced
resettlement over the past few years has also brought with it new mechanisms of
consultation with migrant communities introduced by local governments. In the
present case this applied to the choice of resettlement village by migrant household
representatives, and the method of resettlement itself, be it unified and government
organized, or dispersed and self-organized. However, these measures of enhanced
consultation merely provide migrants with the ability to steer resettlement in a
direction that, at least at first, seems to be most suitable (or for that matter least
unfavorable) to the households without giving migrants the ability to control the
process of resettlement. Nevertheless, such kind of policy concessions empower
migrants vis-a-vis the local government, as it provides them with reference points in
their negotiations with local officials, and even if no particular policy entitles them
to certain claims migrants make, it still gives them the impression that the central
government is on their side, encouraging them to make their voices heard.
Compared with the local corporatist state that has developed as a result of the
economic reform policies that have been implemented, the local state is now
adapting to newly introduced policies that are more socially oriented and require
local cadres to increasingly accommodate migrants’ demands. Throughout most of
the resettlement process, local cadres refrain from applying outright coercive
strategies when relocating migrant communities. Instead, local states now devise a
variety of strategies including soft coercion, negotiation, and propaganda work to
implement resettlement policies, providing evidence of a softer type of
authoritarianism on the grassroots level, as well as the ability of the central state to

steer local policy implementation through central-level policy adjustments.
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