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EVEN A BEAST LIKE A THOUSAND-POUND OX MUST LOWER ITS HEAD TO DRINK

Traditional peasant saying: Even the most capable must sometimes ask for help.

I almost didn’t answer the call. I had been gazing absentmindedly out at the hills and the purple splash of heather as the train sped south towards York. But the carriage was almost empty so I took out the phone and clicked on the button. A voice confirmed my name and asked abruptly if I could go to China. Glancing around me, I whispered, ‘I can’t really take a call right now. I’m in the quiet coach, you see.’

‘Well, you’d better call me back right away. Didn’t you get my messages?’ said the voice with a snort. And then the line cut out.

London was still a couple of hours away, so I waited a while as the stone towers on the Minster receded into the distance. The landscape levelled out around York and, farther south, a network of canals stretched out in straight lines towards the horizon; lock gates and brick guardhouses passed by the window. Along the old toll paths, the willows tossed about in the wind, casting long, rolling shadows in the late summer sun. I wandered down to the end of the car and, leaning against the doorway, clicked on the number. The voice that answered immediately launched into a story.

‘Okay, so we’ve got this deal in China,’ she said, ‘and we need your help urgently. There’s this big factory in Zhejiang – you’ve been to Zhejiang of course but maybe not to Quzhou.’

‘Er, yeah, I think I’ve been to Quzhou.’

Another snort. ‘I doubt it, this must be a different Quzhou. It’s miles from anywhere, stuck right out in the middle of the outback, a couple of six-packs from Hangzhou.’

‘Yeah, that’s the one,’ I said, noticing an Australian accent.

‘Really?’ She paused for a moment, but quickly resumed the story. ‘Anyway,’ she said, ‘we signed up to buy truckloads of carbon from a chemical factory down there and now it looks like the whole thing’s gone belly-up. We found some lawyers in Beijing who said that you’d help us.’

‘Lawyers?’ I asked.

‘Haven’t they briefed you yet?’ asked the voice. ‘They promised they’d call you. Now the Chinese partner wants to change everything.’ The voice groaned, apparently addressing itself. ‘This is the biggest deal that’s ever been done by private investors,’ she said, shooting her attention back to me. ‘We’ve got fifteen million tons of carbon hanging by a thread, and now they want to change the whole deal!’

‘Carbon?’ I said, glancing sideways through the window and deciding it was time to end the call. ‘Look, I’m really sorry, but I don’t know anything about the chemical industry. You must have got the wrong lawyers.’

‘Not that type of carbon.’

‘Catalysts or something is it? Look, fifteen million tons of carbon sounds like a hell of a lot to be moving around in China.’

‘What?’

‘You got transport organized?’ I asked. ‘The railways can be a nightmare,’ I said. ‘You know they’ve still got steam engines running out there?’

‘Not that kind of carbon!’ said the voice again, shifting markedly upward in pitch. ‘Credits! Not the black stuff!’ There was a sigh and a mumbled comment I didn’t quite catch above the clatter of the tracks.

‘Oh,’ I said. ‘Right.’

‘Let’s just back up here for a minute,’ she said. ‘We have a deal to buy carbon credits from a chemical factory in Quzhou. They make stuff used in fridges and air conditioners, right?’

‘Oh, yeah? So where does the carbon come in then?’ I continued sceptically. This really wasn’t making much sense. The connection cut out and the carriage shook violently as the train roared through a tunnel. She called me back immediately.

‘Wait! The chemical plant is chucking out greenhouse gases big-time, so we’re helping them put in new equipment, incinerators that’ll burn up the gas. That way, we get credits that we can sell on in Europe. Buyers are desperate for this stuff!’

‘Uh-huh …,’ I said, concluding that I was dealing with a nut. ‘Look, I’m sure this is all really interesting, but I’m quite tied up at the moment. Perhaps you could—’

‘No, listen,’ she interrupted. ‘This is deadly serious.’

She went on to explain that the project was the largest greenhouse gas reduction project ever attempted by private investors. ‘We just have to make this work,’ she said. ‘If we get it right, it could kick-start the whole market.’ The Chinese factory had agreed to put in equipment that burns up gases from the production line, which they’d been venting out into the air. ‘It’s really bad stuff,’ she said, ‘millions of tons of gases just blowing up into the sky and all they have to do is put in incinerators to burn it up.’

‘So why don’t they just put them in anyway then?’ I asked.

‘There’s nowhere in China that makes the equipment; they have to import it from Japan and they don’t have the cash. So we agree to buy the credits, and the factory shows the contract to the bank to get loans to buy the equipment. That’s the whole point of the CDM, right?’

‘Er … maybe,’ I said vaguely.

‘CDM. It’s part of the Kyoto Protocol for reducing greenhouse gases – Kyoto, right?’ she said doubtfully. ‘The factory puts in the equipment, burns up the gas, and the UN gives them carbon credits that we can sell on in Europe. Both sides make money, we cut down on greenhouse gases, and everybody’s happy.’

‘Sounds a bit far-fetched to me. You been doing this long, have you?’ I added suspiciously.

‘Well, yes actually,’ she said. ‘I did five years at the World Bank. We did deals all over the world … Indonesia, Nepal, India, China, Venezuela. Six months ago I moved to London and joined a carbon outfit here.’

The phone cut out again.

‘Sorry, I didn’t quite catch that,’ I said once we were reconnected.

‘Yeah, I was just saying that I joined a carbon outfit in London but at first no one else here wanted to do this deal – can you imagine it? The biggest carbon deal on the planet and they got all nervy and started asking all sorts of questions.’ Another snort. ‘Anyway, I went right out on a limb and got the Chinese to sign up to sell us the carbon. When I took the letter back to London, man, they were crazy as a snake. There wasn’t enough money in the first fund so we went out and raised a syndicate. Wang’s just called from China and wants to change the deal. The syndicate is wobbling and it looks like the whole lot’s about to go down the chute. Anyway I don’t have time for all this. Cut to the point; when can you come out to China?’

‘Er …’

‘We need to get out there as quickly as possible. I’ve got a flight booked for this evening.’

‘This evening!? But I don’t even get into London till after five …’

‘The flight’s not till eight, so you’ve got plenty of time to get across town. The guys in Beijing said you’d help us …’

‘I don’t even have my passport with me,’ I explained. ‘It’s up in Yorkshire.’

‘We’ll send a taxi to fetch it.’

‘Are you crazy? That’s a couple of hundred miles! And anyway, I don’t have any business clothes with me.’

‘Buy some at the airport.’

‘But I don’t know anything about carbon or Kyoto or any of that stuff …’

‘Read up on it on the plane,’ she said.

‘And my visa’s just expired,’ I said.

She seemed momentarily stumped.

‘We’ll get you one in the morning. I’ve got plenty of mates at the embassy. Hang on a moment …’

She put her hand over the mouthpiece and there were a few muffled comments before she came back to me.

‘Okay, we’ve got seats out tomorrow,’ she said. ‘We’re on the four o’clock flight out to Hong Kong.’

‘But …’

‘I’ll meet you in the business lounge.’

‘I …’

‘And by the way,’ she said, ‘the name’s Mina.’
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A TREE MAY GROW TO A THOUSAND FEET, BUT THE LEAVES STILL RETURN TO THEIR ROOTS

‘Wanderers eventually return to their native soil.’

—The Story of a Marital Fate to Awaken the World, 
an unattributed Qing Dynasty novel

Behind the Forbidden City stands a hill, which – legend has it – hides a vast reserve of coal for use in times of siege. Each morning, just before dawn, people gather in the park below the hill for exercises. A group of women practise swordplay with their arms outstretched and blades held upright, turning on one heel. An older man shambles past with a battered canvas bag, half running, half walking, towards his usual spot among the flowerpots by the dragon-claw scholar-trees. There he fills a bucket with water, dips in a long brush, and silently practises calligraphy, writing with long, flowing brushstrokes in the dust on the paving stones at his feet. All around, hidden among the bushes, the exercisers stretch and bend and shout to greet the dawn.

I often looked out from the hill as the first rays of sunlight struck the corner watchtowers on the Forbidden City below. In the 1980s it was easy to imagine that Beijing had hardly changed since imperial times. Around the palace complex with its maze of pavilions and passageways, the sloping roofs of a thousand courtyard houses stretched out flat towards the horizon. In the late springtime, a thin layer of mist would trap the smell of fresh leaves in the damp air hanging in the alleyways. Towards the end of the summer, in the main Party compound beside the Forbidden City, lotus flowers poked through the greenery that floated about on the lakes; crooked pathways ran over little stone bridges between the pavilions along the banks. Back then, there was something about Beijing that felt simple and content; the city ran in a daily routine where everything had its own allotted place and a clear role in life. There was a pattern to the day in the old hutong alleyways, a rhythm to the hours and seasons, a closeness to nature that felt unusual in the midst of such a vast city. Up on the hill, it seemed as if the odd honk of a passing Liberation Truck was the only reminder of the turning of the centuries. But when I looked more closely through the haze towards the west, I could pick out the vague and distant outline of factories standing out against the mountainsides. Smokestacks and towers of twisted pipework rose up at the foot of the hills. A trail of smoke drifted from an iron foundry. In the other direction, heaps of coal and ash marked the site of the city’s main power station and electrical towers marched off in straight lines towards the south. These were all the early signs of modernization and in those days, I never gave it a thought. But if you were to go back to that hill and look out over the great city today, you would find a very different sight.

I first arrived in Asia in the eighties after I was posted to Hong Kong from London. I’d never been there before, and from the moment I stepped from the plane and through the wall of dense wet heat, I knew I was in a different world. Giant Chinese characters shone in neon lights from the tops of ten-storey buildings. Wherever I looked, there were people hammering in tiny factories, unloading from boats, bargaining in alleyways. Office workers sat crammed into dumpling restaurants between stacks of bamboo steamers. The streets reeked of dried seafood and Chinese medicine and the air was filled with the honking of taxis and clattering of trams. I had no idea that such a concentration of human life could exist in such a state of perpetual motion. The intensity of life in Hong Kong was something completely new to me. Almost immediately, I felt drawn to China.

The following year, I quit Hong Kong and found a place at a university in Beijing to learn Mandarin. It was the year after the tanks had rumbled onto Tiananmen Square and there were almost no other foreigners around. At first the students there sought me out to practise their English, ignoring the bizarre rules about ‘spiritual pollution’ that were meant to keep us apart. But their English was so good that I felt awkward speaking Mandarin with them, and so I started spending more time away from the university, in places where people knew nothing of foreigners. After a while, I could manage simple conversations and slowly grew to recognize the Chinese characters on the shop signs and the notices around me. I found my way more easily through the tangled network of old hutong alleyways that spread around the old imperial buildings at the centre of the city. I often went back to Coal Hill to find the calligraphy man practising his characters with his water brush on the dusty paving. He would write out characters on the stones at his feet while I tried to catch the meaning of the flowing brushstrokes before they began to fade and disappear.

My student days were short-lived and I soon joined an investment firm run by a Wall Street veteran who was building the first large foreign direct investment business in China. Over the period of a few years, he’d raised $400 million and pumped it into twenty factories across China, ending up with nearly twenty-five thousand employees.

The speed of China’s development in those years was difficult to take in; around the Yangtse and Pearl River deltas, shiny new cities rose up out of marshlands in just a few months. Little fishing villages became gigantic container ports, hydroelectric dams choked mighty rivers, and four-lane superhighways were blasted through rock faces. For more than a decade, China existed in a state of supreme upheaval. The government fought to maintain order as it embarked on a programme of massive reform, removing the props of the command economy while billions in foreign investment poured into the coastal provinces. As China awoke from a century of slumber, deep within the interior 150 million workers rose up out of the country villages like a tidal wave and swirled towards the coast.

Many of the factories we had invested in were in remote regions of China, where central authority was weaker. ‘The mountains are high and the emperor is far away,’ goes the old provincial saying about the distant authorities in Beijing. The country is too big to be controlled from a single centre, and unless events catch the attention of Beijing, local interests can often take over. We became embroiled in unequal disputes in far-flung places. Land was transferred out of our joint ventures to prop up loans for other local businesses. Bank transfers and capital investments were made without approval, cash was stuffed into safes in back offices with no records, and contracts were routinely ignored. For a long time, it looked as though we might lose the investment.

It took years to sort out the mess, and during that time, I travelled to almost every province in China. We had strikes and lockouts, sieges and court cases, and had been pursued across the country by officials with writs and freezing orders. But gradually, over a period of several years, the relationships with our Chinese partners smoothed out and the businesses started making money. We got better control of the assets and sales started to grow on the back of the China boom. Most of the investment was saved, together with the jobs of the twenty-five thousand workers, but after nearly seven years in the combat zone of Chinese investment, I was exhausted. I needed some time out to think.

Several years earlier, I’d married my old college classmate – ou duan si lian, as the Chinese would say of a reconnected love-affair: ‘lotus roots may snap but their threads stay attached.’ When Lorraine came to live in Beijing, life’s possibilities multiplied overnight. She had arrived with two small boys – my stepsons Max, aged five, and Christian, who was three – followed a year or so later by our children, Sam and Honor. Weekends were taken up by trips out to remoter parts of the Great Wall, scrambling up the Ming Tombs with a couple of dogs or splashing about on Kunming Lake at the Summer Palace. The foreign community was small in those days and there was still a sense of adventure about a posting to Beijing.

Around the time I was thinking about moving on from the investment business, Lorraine came home one day with news that she had found an old courtyard home for rent about a mile or so east of Tiananmen Square. Hidden in a backstreet, it had been part of the former residence of a Qing Dynasty official; I didn’t need much persuading to move back to the old alleyways.

The courtyard had a large south-facing hall behind a row of red lacquered columns. It stood on a stone terrace looking out onto a garden where an old wisteria climbed up into the carved woodwork under the eaves. The alleyway outside was named after the old imperial grain warehouses. Farther down, clouds of steam rose from a line of shabby street restaurants. At lunchtime, they were packed with labourers from the provinces. Oil drums stuffed with red-hot coals lined the street; cooks in white hats threw handfuls of Sichuan peppercorns into their woks as they shouted out for customers. At the end of the street, there was an old Buddhist temple with big bronze studs on the doorways and glazed black tiles on the rooftops. Inside, a drum tower stood next to a huge cherry tree that burst into blossom in springtime. During festivals, there were concerts in the temple and the air was filled with the smell of incense and the strange chanting of monks. For me, it felt completely natural to be back in the hutongs and connected to the old way of life. On our first night, as I sat in the courtyard with the children, a storm rolled across the city and chunks of ice fell down among torrents of warm water. But after the downpour, the skies quickly cleared and the familiar smell of stir-fry drifted over the wall from next door. The stars came out and, high above our heads, a kite tugged a long trail of candlelit lanterns across the sky, tiny red dots dancing about against a backdrop of darkening blue.

After we moved to the hutong, I took a few months off from work to try to make sense of what happened to the investment business. The prospect of losing so much money and the lessons learned in the fight to recover it had forced me to dismantle entirely my ideas about dealing with China. I had been made to rethink some of my most basic assumptions. One thing was for sure: if you stuck by Western rules, you were finished.

I’d learned my hardest lesson after we’d been hit by a fraud in the southern city of Zhuhai, which sits next to the old Portuguese colony of Macau, far away on China’s southern coast but not so far from Hong Kong. We’d invested about $8 million in a brake-pad factory down there but a few months after we wired in the money, the factory director went on a trip to the United States to attend a trade fair in Las Vegas – and he didn’t come back. We discovered subsequently that he had gone to Hong Kong with four letters of credit – like unbounceable cheques drawn against our account – with a face value of $5 million. There he exchanged them for cash and – carrying what the police described as ‘a large suitcase’, presumably containing the banknotes – he boarded a plane for America. That was the last that we heard of him. In the seat beside him on the way out was the deputy bank manager of the branch that had opened the letters of credit. It was obviously a scam.

Our response to the news had been catastrophic. When I tried to explain what had happened over the crackling phone lines to New York, there had been an instant, knee-jerk reaction. The directors there immediately ordered a highly sophisticated legal operation involving hordes of expensive lawyers all waving worldwide Mareva injunctions, which were aimed at freezing the bank’s assets on the basis that the branch officials must have known about the scam and that the bank was therefore liable. The case ended up in China’s Supreme Court and, after two years of pointless arguments, we lost. It was a disaster – I remembered bitterly that when the factory director had disappeared from Zhuhai, our cash was still in the account because the letters of credit had not yet been presented. One of our other Chinese factory directors had looked at me with a slightly puzzled expression and asked, ‘Why did you go to the court? You could have just transferred the cash out in small amounts without the bank noticing and when the documents arrived, they’d be left with the bill.’ We’d done the opposite; the board had metaphorically marched up to the city gates, announced a full frontal assault, and then assailed the bank with highly sophisticated legal weaponry that was completely useless for dealing with the actual problem. As soon as the bank realized what was going on, they took one look at the court papers, made a quick call to the local government, and froze all our accounts. We never recovered a cent.

Those seven years on the front lines of Chinese business taught me that foreigners had no way to impose their ideas on China from the outside; I’d learned the hard way that if you wanted to survive in China, it had to be on Chinese terms. I had been forced to think through new ideas as basic as how society, business and government could be organized and how to compete on foreign terrain. There seemed no option but to abandon some of the basic assumptions I’d brought with me from the West. I could see that China had its own modes of behaviour, its own conventions, and accepted ways of doing things that were different from our own. China’s way of working seemed difficult to pin down, but every country, every society has its own internal logic; it may not be obvious from the surface but I felt there must be some overarching rationale, some consistent narrative to how China worked. Perhaps it was something in my background that made me seek a more ordered explanation to the chaos I had found around me; perhaps it came from studying physics in university, where universal laws are used to explain diverse and seemingly unconnected observations. I found myself searching for an underpinning to the Chinese universe, reference points or clues to a larger framework that might help me navigate these foreign waters, something that might reveal how it all fitted together. China’s special logic was elusive and hard to define precisely, but I knew I’d never be satisfied if I didn’t at least make an effort to uncover it.

In the southwest of Beijing there is an area of winding alleyways around Tile Factory Street where, in the fifteenth century, ornate ceramic ornaments were fired in charcoal kilns for the rooftops of the great Ming Dynasty palaces. Three hundred years later, the area around the factory had grown into a cultural centre, where scholars, poets, and artists gathered to exchange ideas and practise calligraphy. Today the narrow streets are lined with shops piled to the roofbeams with books and scrolls; local painters come there to find paper, brushes, ink stones and seals. I often visited the bookshops, with their rickety staircases, dusty display cases, and the burnt, earthy smell of Chinese calligraphy ink. At the back of one of those bookshops, there was a room lined with battered bookcases devoted to Chinese history and ancient theories of war. I had heard about Sunzi, but had never really taken The Art of War too seriously; tales of battle plans from the sixth century BC had seemed too remote to be of much use in the modern age. But I found the shelves there lined with piles of cloth-bound books I had never heard of, like the Book of Qi and the Records of Tan Daoji. I discovered an enormous volume of historical records covering power struggles, plots, and intrigues stretching back well past the time of the European Dark Ages. At first I couldn’t understand the antiquated Chinese language, with its ancient, recondite characters, so I sought out translations, trying to put the Chinese and English together to look for the deeper meaning. I dipped into an old collection of battle plans called the Thirty-six Ruses. There I found set-piece strategies, with strange names like ‘The Beauty Trap’, ‘Take the Wood from Under a Cauldron’, and ‘Kill with Borrowed Knife’. Elsewhere, I found a Han Dynasty strategy that set out the ‘Five Baits for Enticing Foreigners’. I sensed an obliqueness in the approach that contrasted with the direct assault favoured by Westerners. I found more emphasis on timing and surprise, on harnessing external conditions rather than just relying on firepower, and on ways of deceiving a more powerful enemy. There were unexpected twists: in Sunzi’s world, the supreme general avoids war altogether and overcomes without fighting. ‘Overcomes without fighting,’ I thought. ‘What did that mean?’ I bought several of the books and found ideas that helped explain things that had happened at our factories. I was wondering whether they could all be collated into a more coherent pattern when I was suddenly contacted by some investors in Hong Kong.

At the turn of the millennium, as China prepared to join the World Trade Organization, the government realized that the banking system was crippled with uncollectible loans and they decided to do something about it. I found myself tempted by the idea of helping to clear up the mess, so I went to work for one of the big American investment banks that had just entered the new market for ‘distressed debt’ in China.

During the forty years of the planned economy, Chinese banks had given money to factories and work units under the central state plan rather than on the basis of commercial logic. Many of the borrowers had no hope – or even intention – of making repayments. The result was a mess of truly astronomical proportions, with about $700 billion worth of uncollectible debts – known as ‘nonperforming loans’ or ‘distressed debt’ – clogging up the banking system. Faced with the prospect of a complete financial meltdown, the Chinese government started restructuring the banks and selling off tranches of these nonperforming loans to foreign investors at reduced prices. The American bank had bought up several of these portfolios and I was hired to retrieve something from the wreckage.

Over the coming six months, I travelled across China visiting factories that owed amounts under these bad loans, often meeting with the local governments in charge of the area. Many of the loans had been in arrears for years and the relationship between the lender and borrower had broken down completely. Just having a new face to negotiate with often unlocked a knotty situation. At first I felt that the work could bring a lot of benefit to local communities: the factories could be released from their debts for a partial repayment; clearing out the backlog might open up the possibility of new loans; the restructuring assets could make them useful again; and management teams might get an infusion of new talent. But some of the cases were much murkier. I heard that one of the borrowers had been held under house arrest; at another, there’d been riots when a local bank had tried to seize machinery. After a while I became uneasy about the effect of some of the settlements on the local community or the individuals concerned.

During those months, as I worked in the plush offices at the bank during the day and returned to the hutong in the evening, I noticed the city beginning to change, gradually at first. When we moved into the courtyard, even though we were in the midst of an enormous city, we felt somehow connected to nature and aware of the turn of the seasons. In winter, it was so cold that the children sometimes wore coats in bed; by summertime, it was sweltering and flash thunderstorms flooded the courtyard, sending us retreating up the steps to listen to the rain splashing on the clay tiles above our heads. In the local vegetable markets, pots of pickled vegetables or white cabbage lined the stalls throughout the winter, and in the late summer, we’d find cut flowers, lotus root and ginger. But the changes around us gathered pace as the city began to modernize. I’d often notice that an old restaurant had vanished and a mobile phone outlet had appeared in its place, or that a corner shop had been demolished to make way for a wider road.

In the early days I hardly noticed, but the pace became more rapid. Suddenly a long line of shops had gone; then the whole side of a road would disappear. I heard rumours about an old woman in Xicheng District, on the west side of Beijing, who had chained herself to a tree inside her old courtyard as an official read out the eviction order. She’d lived there for sixty years and had nowhere else to go. Grabbing my bicycle, I rode over to see what was going on and found a sea of rubble with the odd solitary tree standing where the old courtyard gardens had been. Window frames and roofbeams lay scattered on the ground; broken saucepans and smashed pots sat among the heaps of shattered tiles.

Once Beijing won the hosting of the 2008 Summer Olympics, there was an inevitability to the fate of the old city. Twenty billion dollars had been set aside to upgrade the capital, and for several years large sections of it vanished behind the perimeter fences of construction sites. Huge areas of the ancient city disappeared forever. Miles of old alleyways and winding backstreets fell beneath the hammer. A hundred thousand workers poured in from the countryside and swarmed over the old buildings, uprooting ancient wisterias from courtyard houses and dumping them on the heaps of broken bricks outside. Ornate doorways were torn away; tiles were pulled from roofs. I sank into a kind of siege mentality and shut my mind to what was happening. All around, the air shook with the roar of bulldozers and I could feel the distant pounding of pile drivers through the ground beneath my feet. I heard that more areas of old hutongs in the north had disappeared, but I couldn’t bear to go and look. All around us, an ancient way of life was dismantled brick by brick.

One day, we came back to find that a character I had seen written inside a circle on hundreds of other courtyard walls was now painted on the wall of our own.
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The character means ‘demolish’, ‘strike down’, ‘strip’, or ‘tear apart’. It was the only notice we had that the bulldozers were about to move in. At first I put up a fight; a famous author had owned the courtyard in the 1930s, but of course my argument that the old building should be preserved because of its historical value fell on deaf ears. Then I told them we’d refuse to move out. ‘Wo bu zou le!’ I said. I’m not going anywhere! But the old woman at the Street Committee just shrugged and squinted at me briefly before adjusting her glasses and turning back to her newspapers. ‘Hao ba! Xingqi san ting shui le!’ she said. Okay then! Wednesday the water will stop! So I sat in the courtyard as the workers climbed onto the roofs around me with their hammers and picks, and bits of old tile and plaster fell down onto the lawn beside my feet.

Nowadays, the view from the top of the hill behind the Forbidden City is often obscured by smog; the air of the Beijing summer is opaque. Down below, the traffic snarls and tempers fray. Cyclists clutch at their mouths and turn their faces away from the fumes. In my mind’s eye, I fly westward across the mountains, out towards the dusty orchards, the country villages, and the crumbling loess soil on the plains of central China. Beijing is a vantage point to survey all the desperate activity across China; inland, millions toil in search of a better life. Miners descend in black cages; workers hack at rock faces and dig tunnels for the next intercity highway. Engines roar and sirens scream; the rivers inland have run completely dry, their beds a mass of smashed rocks covered with thornbushes, and there are no trees. Dead fish float about in filmy water. Plagues of river rats ravage the crops, deserts devour the fields, and acid rain falls across the land.

On Beijing’s old foundations, a new metropolis of vast proportions has been thrown together in a few years. Glass spikes rise skyward and elevated highways dominate the landscape now. In a few small areas of Old Beijing, around the lakes and drum towers of the Ming Dynasty city, the government preserved the ancient courtyards, but they cower in the shadows of high-rise apartment blocks. The alleyways there are clogged with rickshaws full of shouting tourists. China has moved on as it prepares to take on its new role in the world. Beijing had become less foreign, less different, and consequently – for me – less interesting.

I had begun to feel doubts about whether I was doing the right thing at the bank. Besides, the children were growing up so quickly. I felt a growing sense of inevitability about a move back to England. But it was with a heavy heart the following summer, after nearly twenty years in China, that I called a shipping agent and we started the journey back.

We had found a place in a small rural village tucked in among the hills at the foot of the Yorkshire Dales. It was close to the place where I had grown up, and at first I enjoyed the familiar sight of the stone walls arching across the fields as they rolled up the dales, the grass clipped short by the sheep, the smell of bracken and heather. Lorraine seemed relieved to be back in the fresh air and countryside and quickly gathered a menagerie of animals around her. She stocked up the vegetable garden and left grain in the little dovecot. The children threw themselves into the outside life, racing in horse shows, falling out of trees, and galloping through the mud in the hills and in other people’s gardens. Three cats and an indeterminate number of horses joined the two dogs we brought back from China.

Stupidly, we chose an old house that was far too big for us and needed an enormous amount of work. The place was so infested with field mice that even the cats despaired; the window frames were rotten and after poking around in the cellar, we saw that part of the foundations were propped up with stacks of newspapers dating from the 1960s. I discovered a row of buckets in the attic for collecting the drips, and throughout the interminable damp of the first Yorkshire winter, the rain cascaded through the roof and ran down the walls, short-circuiting the electrical outlets and providing impressive blue sparks around the light switches. Downstairs, the coal fires barely took the frost off the carpets and the wind howled through the shutters. After nearly twenty years in China, it was tough to adapt to such a different life. I found it difficult to re-engage and fit in.

Over the following months, I took long walks in the countryside in the drizzle, musing about China and slipping about in the mud with the two dogs from Beijing. My mood recovered slightly with the onset of spring, when the banks along the country lanes were scattered with snowdrops and then daffodils. But I still found it difficult to reorient my thinking to the old English ways. How do you explain to one of the local farmers that if your dog strayed onto their land just to enjoy chasing the odd sheep, they would only respond to instructions in Mandarin? I’d often end up yelling at the dogs outside the village post office; they’d cock their heads and look at me in bemusement if I said ‘Sit!’ but were instantly responsive to ‘Zuo!’

Lorraine hardly fared any better as she tried to make new friends, and was regarded as eccentric by the locals. She had kept up her Chinese diet and once, when she went to buy eggs early one morning, the postmistress sniffed and asked – quite rudely, I thought – whether she’d had garlic for supper the night before. In fact, Lorraine ate a kind of Chinese boiled rice porridge for breakfast each day, flavoured with spring onions and spices. So she eyed the group of nosy customers who had gathered at the end of the wooden counter and said, ‘No, I just had raw onions for breakfast.’

In the early summer, the trees awoke and birds filled the hedgerows. On my daily run through the woods, I’d often pause by an old rickety stile and watch the wild deer jumping through the cornfields or the rabbits diving through the thickets. But my mind always flew back to the dusty skies and congested cities, the dry riverbeds threading across the plains, the persimmon orchards out by the Ming Tombs, and the ancient rice terraces on the hillsides where generations of farmers toiled in the squelching mud. I felt stranded at the opposite end of the earth, so I was in a restless, searching mood when I suddenly received that call in the quiet coach, asking me to go back to China.
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WHEN THE HORSE HAS REACHED THE EDGE OF THE CLIFF, IT’S TOO LATE TO DRAW IN THE REINS;

When the Boat Has Reached the Midst of the Stream, It’s Too Late to Plug All the Holes

Traditional peasant saying

On the same day that I’d received the call from Mina, Rufus Winchester had driven his hybrid-electric car across Hyde Park towards Mayfair in the perfect summer sunshine. Tall, regimental, uptight, and buttoned down, this former British Army officer was an energetic and blustering serial entrepreneur who had survived a string of botched business start-ups. Things had never quite come right for Captain Winchester. But now, he thought to himself, we’re about to hit the big time.

His company, IHCF, had finished its first fund-raising and had signed up nearly €100 million from investors. Together with his partners, an assortment of earnest, well-meaning, and moneyed Englishmen, he had rented a large Georgian mansion in Mayfair as an office and set about hiring a team. Just like an Old Boys Club, the new headquarters had a ballroom on the first floor with high, corniced ceilings, but all the real work took place in cramped attic rooms where the juniors toiled behind computer screens hedging carbon credits in the City. Downstairs, the founders floated about between oak-panelled meeting rooms with the effortless self-confidence that comes from a good public school education. Excitement about carbon credits had just taken hold of the financial markets and IHCF’s fund-raising had been splashed across the front pages. Winchester took in a deep breath, pushed back against the steering wheel, and smiled. He was in the right place at the right time and he knew it.

Immediately after the first hundred million euros rolled in, IHCF had turned its attention to China. Winchester knew that over the past two decades, thousands of new businesses had sprouted up along the coast of China, and that, together with the old state-owned factories in the rustbelt cities of the north, they were cranking out greenhouse gases like there was no tomorrow. It was fertile ground for Winchester’s new firm and in a couple of months his team had found several big projects in China. By the summer, they’d initialled their first transaction. It was a landmark deal to buy a big tranche of carbon credits from a chemical factory in Quzhou, the biggest ever attempted by private investors. There wasn’t enough money in their first fund to cover the contract so they had to go out and find more. Eventually they managed to syndicate the deal with their chums in the City.

It had been three months of exhausting and stressful work, but they’d finally lined up investors. Deutsche Bank had agreed to underwrite the financing and they were ready to sign the contracts. It was a real coup; a big chunk of the first hundred million would be invested well ahead of schedule and the investors were happy. But much more exciting was that they had ‘circles’ around another €500 million from some big European pension funds to put into a second, much larger fund. ‘Just close that deal in Quzhou,’ Winchester thought to himself, ‘and the money’ll come rolling in. If we get those Dutch pension funds signed up, we could end up with a billion and we’ll be the largest carbon fund on the planet!’ It looked as though the last pieces were sliding perfectly into place just at the right time. But then they got a message from Quzhou. Chief Engineer Wang had called unexpectedly from the chemical factory and said that he wanted to change some key terms of the deal.

When they heard about Wang’s last-minute demands, the investors in the syndicate started to waver. It seemed as though the entire financing structure would collapse. The millions that Winchester had lined up from the Dutch pension funds started to crumble in his hands. It looked as though they might lose everything. A few hours later, I got the call from Mina.

At the end of the conversation in the carriage just outside York, Mina had insisted that I drop by at her offices as soon as the train arrived in London. I could see from the address that IHCF was located in one of the most expensive areas of London, so I had hesitated; I’d come down to London to see friends and hadn’t expected to go to a meeting. I was covered in stubble and in need of a haircut. My glasses were twisted out of shape from one of the children standing on them and I was wearing a pair of torn jeans and a thin cotton jacket that was a bit ragged about the elbows, but I had an hour or so to spare so I took the tube over to Mayfair. IHCF’s offices were in a long row of handsome merchant’s houses near to the American embassy; ornate iron railings ran around the ground-floor balconies and a row of Grecian urns stood out along the roofline. Underneath a white portico, a flight of stone steps led up from the pavement towards a highly polished black door. I’d heard that Condoleezza Rice was in town that day so the roads around Bond Street were blocked off and snarled with traffic. I was glad I hadn’t taken a taxi.

I grasped the brass knocker and, after a few moments, there was a click and the door swung open. Inside, a hallway led towards a pair of tall double doors of elaborately inlaid mahogany. There was a marble fireplace on the left with vases at each end. Pale grey panelling reached up towards ornate plaster mouldings on the ceiling. I sat down next to a low glass-topped table strewn with magazines – Country Life and Horse & Hound – crossed one leg over the tear in my jeans, and waited.

After about ten minutes, the double doors burst open and a tall blonde woman bounded in. ‘How you doing? Thanks for dropping by,’ she said, pushing back her hair with one hand and balancing an armful of files on her hip with the other. ‘This week’s been a nightmare!’ she said shaking her head. ‘Let’s grab a coffee and I’ll fill you in on the details.’

We walked through the doors, up a wide staircase towards the back of the building and out onto a terrace, where we settled on a stone balustrade overlooking a garden. There were neat flower beds and clipped box hedges and a lawn that spread out under the shade of an enormous plane tree. Overhead the skies had cleared; the sun’s fading light fell across the leaves with the familiar sharpness of early evening at the end of a perfect summer’s day.

‘Right,’ she said, folding her arms on top of the stack of papers in her lap. ‘We’ve got a bit of a tricky situation here.’ She paused, drew a breath, and looked rather intently at me. ‘It’s like this. We signed up to do the carbon deal I told you about in Quzhou. It’s about a hundred miles inland from Hangzhou. Hangzhou is down on the coast, just south of Shanghai near—’

‘Yeah, I know where Hangzhou is,’ I interrupted.

She paused and glanced at me briefly before continuing with the story.

‘Okay, so we found this big chemical factory out in the sticks,’ she continued. ‘It’s enormous – you wouldn’t believe it – something like eighty thousand people stuck in the middle of nowhere. The factory’s behind these big walls and no one can get in or out except through the gates at the front. I think most of the workers live inside. The factory makes solvents, plastics, that kind of thing, and right in the middle, there’s a reactor that makes coolants, you know, for air conditioners, fridges, and the like. The waste product from the coolant line is really bad; it’s a greenhouse gas that’s thousands of times more potent than CO2 and they’re just venting it all into the air.’

‘Well, can’t they get rid of it somehow?’ I asked.

‘That’s the point; they can use incinerators to burn up the gas, but they’re only available in Japan. We’ve signed up to buy carbon credits so the factory can use that income to get loans to buy the equipment. We both initialled the deal a month ago, but it’s huge. Our first fund wasn’t big enough to cover it so we organized a syndicate to come up with the rest of the money. We ended up with about twelve other investors. I can tell you,’ she said, rolling her eyes, ‘getting them all to agree at the same time has been like herding cats!’

‘But why would anyone want these credits?’ I asked.

‘There’s a huge new market for them in Europe and Japan. Under the Kyoto Protocol, governments have capped the amount of greenhouse gases that businesses can emit; if they go over the cap, they have to go into the market and buy up extra permits
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