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‘Observe and analyse calmly, secure our position, tackle changes patiently, hide our abilities and wait for the right moment, keep a low profile, never claim leadership, carry out business modestly.’

The strategy announced by Deng Xiaoping in early 1990 – shortly after the Tiananmen massacre – as a way of managing the changes taking place at that time. Largely, continues to dominate China’s international strategy to this day.




Note to the English Edition

Writing a book about a phenomenon as dynamic and complex as China’s international expansion carries definite risks. The emergence of the new Asian giant has such wide-ranging implications that, as you will see for yourselves over the course of the following pages, these inevitably create both light and shadow. A thin line often separates the positive from the negative, and this must be understood if we are to get to the essence of a phenomenon that is changing the world.

The playing out of events over the year since publication of this book’s original Spanish edition – with such abrupt changes as the global repercussions of the Arab Spring and the internal evolution of the Chinese regime itself, now moving somewhat turbulently through the first changes in the highest ranks of its leadership in a decade – could have made what we describe in this book obsolete. As it turns out, this has very much not been the case.

To the contrary, everything described in these pages has become further validated by the passage of time. This is not only because none of the phenomena explored in China’s Silent Army have lost their relevance, but also because the book’s principle thesis and conclusions have been reinforced. From Tehran to San Juan de Marcona in Peru, from Luanda to Hanoi, the rise of the giant is happening on an overwhelming scale, although still concealed by the lack of transparency typical of Chinese initiatives in the developing world.

China’s arrival in Africa, Asia, the Middle East and Latin America is the theme of the book in your hands, which has been fully updated for Anglophone readers. In it, we draw on countless human stories and over 500 interviews to describe how China is guaranteeing its future supply of natural resources, opening new markets and creating strong alliances. China is setting itself up as an autocratic superpower without any interference from the usual counterweights which might otherwise submit its world conquest to international scrutiny. We also examine the consequences of all this activity for the countries currently receiving investment, money and support from China.

The intensification of the financial crisis in 2012, whose painful effects have become particularly visible in Europe, has strengthened the hypothesis that we gradually developed over the two years of active research needed to write this book: that China’s expansion is inexorable, has a global scope and is driven by the depression in the West. Furthermore, the crisis has not only boosted China’s presence in the developing world, but has also already led the Asian giant to come knocking on the door of the West, which because of the economic turmoil itself currently offers some mouth-watering opportunities, particularly in Europe.

China’s conquest of the planet has therefore entered its second phase: a gradual entry into Western markets. This is done with the help of the indisputable power of its state capitalism, including its endless supplies of cash, its influential and seductive diplomacy, an army of tireless entrepreneurs and the sheer force of Chinese products, which are becoming ever more difficult to compete with. There is no doubt that we are witnessing the start of a long-distance offensive, which, however discreet and tactful, is nonetheless happening unstoppably – in the West as in the developing world.

If you are a lover of Bordeaux wine, for example, it may surprise you to hear that Chinese investors have engaged in the largest wave of investments at the world centre of premium wine between 2010 and 2012, acquiring dozens of chateaux and properties. If you are interested in the world of high fashion, you may know that wealthy Chinese dressmaking companies based in Tuscany have already made a name for themselves in the ‘Made in Italy’ market. Alternatively, you may have heard how Chinese millionaires are targeting the property market in the United Kingdom and United States.

And that is not all. The crisis has given the Chinese state the opportunity to acquire shares in the control of strategic assets abroad, something that was always closed to them in the past. Now, thanks to the depth of their pockets and the West’s pressing need for investments to help create short-term employment, China can easily sweep away the obstacles that have impeded their access to Western markets. They now have a clear road towards the West’s most valuable assets and technology, essential if China is to take a further leap forwards in terms of quality and innovation.

Perhaps the most important example – although by no means the only one – is Europe’s first ‘Chinese’ port, the Port of Piraeus in Greece. This infrastructure of unique geostrategic importance has been managed by the Chinese state-owned company Cosco since 2009 and for the next thirty years, after the company paid out over 3 billion euros for the privilege. Similarly, Chinese state-owned businesses have landed at the heart of the Portuguese electricity sector, while a Chinese sovereign fund has acquired 8.68 per cent of the British water company Thames Water. The expansion has even reached as far as powerful Germany, where China has become the largest foreign investor in terms of the number of operations, overtaking the United States for the first time in history.

There is no doubt whatsoever that this irruption – from Africa, Latin America, the Middle East and Asia to Europe, the United States and Australia – has set a momentous tectonic shift in motion, suggesting a new world order. Now is the time, for example, when the developing world will find out whether the Chinese recipe for success really is the best option for its development; when Brussels will continue manoeuvring in an almost desperate attempt to realign its relationship with Beijing, a relationship which seems to be getting more asymmetric by the day; or when the United States will make a serious attempt to understand the nature of its co-existence with a new world power.

At the same time, in domestic terms we are witnessing the transfer of power to a new generation of leaders in the upper levels of Chinese politics. This transition process began in November 2012 with the meeting of the Communist Party of China (CPC) and will culminate in the spring of 2013. It came as no surprise that the XVIII Congress of the CPC, which will put an end to Hu Jintao’s decade of power and establish Xi Jinping as the new strongman of the regime, has been shrouded in the usual veil of secrecy. What was a surprise, on the other hand, was the fact that the date of the congress was announced several weeks late as a result of the scandal unleashed by the so-called ‘Bo Xilai case’.

Bo Xilai was arguably China’s most charismatic politician, and the aura of success emitted both by his revolutionary heritage and his expeditious approach to politics had led him to be summoned as a new member of the next Politburo Standing Committee of the CPC. This is the country’s most powerful organism, which in practice decides the destiny of China’s 1.35 billion inhabitants. The role would have placed him in a privileged position to eventually reach the pinnacle of power, even giving him the opportunity to defy the established order.

All this probably would have happened if Bo hadn’t fallen from grace following China’s biggest political scandal to be made public in decades. The plot was thick with corruption, nepotism, betrayal and illicit million-dollar business deals overseas. Like some action-packed detective novel, it included the murder of a British business consultant and the attempted defection of Bo’s closest collaborator, the ‘supercop’ Wang Lijun. The regime attempted to plug the open wound in the reputation of both China’s political elite and the Party itself with Bo’s immediate expulsion from the CPC, as well as severe prison sentences for everyone involved.

The ‘Bo Xilai case’ has once again shown how difficult it is to unite wills and reach a consensus at the heart of the Party, where balancing the influence of the various factions – from the military to the directors of the biggest state-owned companies, from the descendants of revolutionary leaders to the organizational heads of the Party – requires intense negotiations in order to make decisions and share power. With the downfall of Bo Xilai, the next president, Xi Jinping, is free of one of his biggest political rivals, and can now take up his new role with greater internal support than his immediate predecessors.

With his revolutionary blood and strong connections in the upper echelons of the military, Xi stands out for his pragmatic and technocratic approach to politics. However, it is difficult to judge how he will govern the most populated country on Earth, or what type of relationship he will establish with his regional neighbours, the West and rest of the world. We must wait to see whether he will incline towards continuing with the political reforms expected from Hu Jintao, or opt for the gradualism that has prevailed in high-level Chinese politics since the death of Mao Zedong.

Whatever happens, the future direction of global affairs depends on his sensitivity in terms of governing and how he will choose to wield his power during his decade-long mandate, during which time we will see China becoming the most powerful economy in the world. And, of course, his hand will hold the baton which will direct – in one way or another – the orchestra that will play to the sound of China’s expansion across the planet.

As we already mentioned, this international offensive is taking place in the West, where it is still in the early stages but going strong, and in Africa, Latin America and Asia, where it has played an important role for over a decade and is described in detail in this book. Both campaigns run parallel to one another and complement each other, underlining an unstoppable and silent world conquest that is set to change the course of human history.

1 October 2012



Introduction


‘The Chinese can’t be seen … but they’re everywhere.’

An Egyptian shopkeeper in Cairo commenting
on Chinese immigrants in the city



For most people, this date perhaps no longer means anything at all, but at exactly 8.08 p.m. on 8 August 2008 history changed its course.1 That moment marked the beginning of the opening ceremony of the Beijing Olympic Games, the first event of its kind to take place in a developing country. It was an event that came shrouded in controversy and doubt. As well as the uncertainty caused by the organizers’ lack of experience there were concerns over the politicization of the sporting contest, a consequence of the latest of countless suppressed uprisings in Tibet that had occurred just months before and, more generally, of the dictatorial nature of China’s regime.

However, eighteen days later the Games came to an end with another spectacular display to match the one with which they began. China had passed the final test: the organization was outstanding and for the first time the country had become the sporting power to beat, overtaking the United States in the medal table. However, the greatest victory of all was not hammered out on the athletics track at the mighty Bird’s Nest stadium or in the cube-shaped Olympic swimming pool. The real triumph took place on the television sets of over 2 billion people who watched the event on the small screen and witnessed the fresh and likeable image of a modern country confident in its own abilities: the image of twenty-first-century China.

Beijing 2008 represented a priceless PR campaign for the Chinese regime. Not only did the event serve to legitimize the regime in the eyes of its own people, but it also showed China to be worthy of a level of international prestige which immediately wiped away the tragic memory of the tanks of Tiananmen Square, the blood spilt in Tibet, and the daily trampling of human rights. Heads of State and of governments who just months before had threatened to boycott the Games now showered their Chinese counterparts with more tributes than ever before. In the press, China was now only of interest from an economic perspective, while social stories of injustice or repression were pushed, surprisingly, to the sidelines. Overnight it seemed that China had become ‘one of us’.

For those of us who lived in China and, from our journalistic vantage point, were daily witnesses to the abuse, excesses and horrors of the regime, this sterilization of the world’s biggest dictatorship was something we looked on with a mixture of astonishment and distress. It was a trend that would only increase in the months that followed: the cheering from the Olympic Games that had put the Asian giant on a pedestal had scarcely died away when Lehman Brothers, the fourth biggest investment bank in the United States, declared bankruptcy; 15 September 2008, just three weeks after the end of the Olympics, marked the beginning of the crisis which threatened the downfall of the Western financial system.

The chaos caused by the financial collapse in the United States and Europe, including the bailouts of banks, the mass closure of businesses and the dismissal of millions of workers, is not only still clearly visible today but many more years will have to go by before these wounds really heal. In China, however, the crisis passed by almost unnoticed, thanks to state intervention in the financial system, which helped to prevent contagion, and Beijing’s quick reaction to side-step the recession. Furthermore, while the world was falling apart around it, the Asian giant – with its growing demand and infinite reserves of foreign currency – emerged as a lifesaver amid the wreckage of the West, buying debt and giving out loans here, there and everywhere. In a little less than a year, China’s prestige and position in the rest of the world had taken a 180﻿-degree turn, from treacherous dictatorship to saviour of the world’s economy.

It was clear that the balance of world power had begun to swing towards the East. In November 2009 we watched in astonishment as Hu Jintao and Barack Obama appeared together during the president’s first official visit to China. The American leader’s low profile when tackling traditionally uncomfortable issues for Beijing – such as human rights – which had always played a prominent role in the diplomatic agenda of his predecessors, was a sure sign of China’s emergence and growing influence on the world stage. Just weeks before, the new incumbent of the White House had approached China with the idea of creating a G2, a Washington–Beijing axis to take the lead in world affairs. Beijing had said no. Why should it form an alliance with the United States when world leadership was already within its grasp?

With full pockets and renewed prestige, the giant felt strong. And so, in the midst of the opportunities offered by the financial disruption, China began to spread its net wide. Investments worth millions of dollars, long-term supply contracts for raw materials, and the acquisition of assets across the planet offered ample proof that the Chinese world conquest had become a reality which, from where we sat in our Beijing office, seemed indisputable. We soon became fascinated with the magnitude of the phenomenon: what was the nature of China’s expansion across the planet, an expansion based on the silence of money rather than the military might used by other world powers? Was the Asian country actually colonizing Africa? How close were the military, economic and nuclear ties between Beijing and Tehran? Was the colossus really sweeping away forests in Mozambique? How was neighbouring Russia digesting China’s intrusion? Had China’s tentacles already reached as far as Latin America?

One by one, these questions sharpened our curiosity, unable as we were to come up with any answers based on facts. Meanwhile, writing on a daily basis about GDP and other variables of Chinese macroeconomics was becoming an almost unbearable routine when we could see that history was changing its course right in front of our eyes, in the oil wells of Angola, the iron mines of Peru and the ‘Made in China’ markets of Central Asia. ‘Let’s get back to some real journalism and start sticking our noses into this business,’ we told each other, convinced that this book would only make sense if we carried out our investigation on the ground. We would have to go to where the giant’s footprint was most visible – in the developing world. In other words, it was time to travel to Asia, Africa and Latin America, to see, touch and taste for ourselves how China is becoming a global power.

The summer of 2009 was already coming to a close when we began an investigation that would take two years of total dedication. Understanding this ‘new Chinese world’ started off as a bet but soon became a passion, complete with email exchanges full of mostly hare-brained ideas at ungodly hours of the night. As we moved forwards and began to understand the key issues and secrets of the phenomenon, the investigation grew into an obsession. Fortunately, we weren’t the only ones determined to find out more: the American media analysis company Global Language Monitor announced in December 2009 that ‘the emergence of China’ was the most closely followed story in newspapers, radio, television and the internet since the beginning of the century, bigger even than 9/11 or the election of President Obama. For one pair of journalists, there could be nothing more exciting than setting off in pursuit of the ‘news of the decade’.

This increasing global interest in the new China is a direct consequence of the country’s growing influence in the developing world, where it is able to spread quickly and easily. However, China’s longer-term vocation is genuinely without limits. There is no doubt that we are witnessing a phenomenon that will sooner or later lead China to storm Western markets, where it is already buying sovereign debt, building new infrastructure in Eastern Europe, acquiring controlling stakes in strategic assets such as ports, utilities and power companies, taking over German technology firms, and rescuing Western brands from the brink of collapse. We are therefore facing a slow but steady conquest destined to change the lives of every one of us and which is most likely already laying the foundations for the new world order of the twenty-first century: a world under China’s leadership.

The challenge of investigating this phenomenon demanded meticulous preparation; we would have to look into all of the million-dollar projects announcing the emergence of China that were spewing out of the office teletype machines on a daily basis. Where to go? Which countries to choose? Who to interview? Which leads to follow? These were the questions we asked ourselves when faced with the evidence that there was not a single corner of the planet which China had not yet reached. Months of intensive research followed, with countless interviews with experts in Beijing and endless hours spent checking and classifying the information available to us. It gave us a global vision of a phenomenon which we would soon have the opportunity to confirm on the ground: the new Chinese world is already here. All the figures point to this fact: between 2005 and July 2012, Chinese companies invested US$460 billion across the globe, $340 billion of which (74 per cent of the total amount) was spent in the developing world.2

What is happening is crystal clear. While the West suffers the consequences of the 2008 crisis, China goes from strength to strength. From a contract for $6 billion in the Democratic Republic of Congo using a ‘minerals for infrastructures’ formula to China’s invaluable contribution to the motorization of Castro’s Cuba, a country that was suffering from shortages of salt, powdered milk and rice when we visited the island; from the sale of satellites to Venezuela to an unprecedented offensive on the part of China’s state corporations to guarantee their supply of ‘black gold’, including the investment of $48 billion in oil assets between 2009 and 2010.3 And let us not forget the matchless flow of exports that has been forged over the last decade, since China became a member of the World Trade Organization (WTO). In just ten years the country has multiplied its trade with the rest of the world six times, with an increase from $510 billion in 2001 to $2.97 trillion in 2010.4

While there is no doubt that the crisis provided a powerful boost to China’s spread of influence across the world, it is impossible to separate the country’s expansion from the abilities of the Chinese people or the strength of its state and financial system. To begin with, China’s expansion would not be what it is today without the support of millions of anonymous people who brave prejudice and uncertainty to set up businesses in the most unlikely places around the planet. China benefits from an army of astonishing human beings with a limitless capacity for self-sacrifice, who venture out into the world driven only by their dreams of success and who go on to conquer impossible markets which Westerners never dared to tackle – or if they did, they failed.

As well as the drive of its private sector, it is important to take into account the efficiency of China’s economic model, which uses its astonishing financial clout to serve the country’s national strategic objectives. The practically unlimited funds offered by policy banks such as the Export Import Bank (China Exim) and the China Development Bank (CDB) represent an incalculable advantage in an era otherwise dominated by empty coffers and a dwindling cash flow. Firstly, these loans allow state-run businesses working in the extractive sector to buy strategic assets, secure long-term supply contracts and develop projects to exploit natural resources. Furthermore, these limitless funds allow Chinese construction companies to bid for international projects with the most tempting financial packages on the market.

Many times they don’t even go through public biddings. The recurrent funds offered by China Exim and the CDB also allow China to grant millions of dollars’ worth of credit to countries such as Iran, Ecuador, Venezuela, Angola and Kazakhstan, among countless others. These loans are almost always backed with oil and are usually made under conditions classified as confidential. Despite the global crisis, in 2009﻿–10 Beijing overtook the World Bank as the biggest lender on the planet, granting over $110 billion in credit in that period alone. This provides China with a lethal financial weapon: being the ‘world’s banker’ not only underpins China’s international diplomacy and global influence, but it also gives ‘China Inc.’ – the triumvirate formed by the party-state, the banks and the state-owned businesses – the ammunition needed to blow their competitors out of the water, as we ourselves have been able to confirm in country after country. And they can do all this without being accountable to anyone.

This issue wouldn’t let us rest. Where do the Exim Bank and the CDB get their unlimited resources? How is a developing country like China able to become such a financial heavyweight when the rest of the world is going through economic turmoil? What is China’s magic formula? The answer to this mystery is found right at the heart of the dictatorial regime: in short, it is the Chinese people who pay for the dreams and ambitions of the Chinese state, whether they like it or not. Why is this? On the one hand, the Exim Bank and the CDB finance themselves with bond issues bought by Chinese commercial banks, an expenditure backed by the deposits of 1.3 billion Chinese savers. As there is no welfare state, the Chinese people save over 40 per cent of their earnings, which represents the highest rate of savings in the world. On the other hand, this huge quantity of deposits is combined with what economists call ‘financial repression’, which under the Chinese system means that depositors are forced to lose money with their savings. This is because savers receive negative returns on their deposits, a consequence of interest rates which are often lower than the rate of inflation. Most importantly, despite the value loss of their savings, depositors are prevented from leaving the system to look for better deals elsewhere because of strict controls on capital outflow. Domestic investment options are limited and strict capital controls prevent savers from investing their money in more profitable options abroad. Therefore, the financial losses suffered by the Chinese people fit perfectly with the needs of ‘China Inc.’, which uses this money (on which it pays de facto zero interest) to provide state-owned companies with cheap financing to carry out their global conquest. If the restrictions were to be lifted, these savings would leave the system by being moved to other investment options abroad, thereby cutting off the flow of cheap capital.Therefore the magic wand of limitless funding is paid for at great expense by Chinese savers while, at the same time, China’s commercial competitors complain that this capacity for preferential credit is unfair.

At any rate, this strategy has allowed China to launch an international offensive that is primarily aimed at the developing world. It is in these countries that China can find the raw materials required to fuel its economy, as well as untapped markets with little competition for Chinese products. China’s expansion in Africa, Asia and Latin America is therefore a strategic issue that should be interpreted from the point of view of domestic policy: China needs to achieve at least 8 per cent annual growth to maintain social stability, and therefore a constant supply of raw materials is needed to keep the ‘factory of the world’ and China’s urbanization – two of the country’s driving economic forces – from stagnating. For Beijing, there is simply too much at stake to leave such matters in the hands of the market.

At a local level, China’s expansion is causing dramatic transformations. The effects are arguably most visible in Africa thanks to its chronic lack of infrastructure, despite quality concerns.5 In this continent alone, China has contributed to the construction of 2,000 kilometres of railway tracks, 3,000 kilometres of roads, dozens of football stadiums and 160 schools and hospitals, among other projects. But we should not forget the 300 dams that China is building or financing across the world; the thousands of kilometres of strategic oil and gas pipelines in places such as Sudan, Kazakhstan and Burma; the construction of housing in war-torn countries such as Angola; or its railway projects in Argentina and Venezuela. Furthermore, China’s plans to change the world include long-term aspirations: Beijing has proposed the construction of a 200﻿-kilometre ‘dry canal’ across Colombia as an alternative to the Panama Canal, and Chinese companies have also shown interest in a similar infrastructure project which will unite the Pacific and Atlantic oceans via the Amazon River.

We were able to get a sense of China’s growing power on our first journey in November 2009, when we flew out to the Egyptian seaside resort of Sharm el-Sheikh to test the waters at the most recent – at the time – China–Africa summit. Among the usual speeches singing the praises of Sino-African friendship, China’s Prime Minister Wen Jiabao announced that China would be granting the continent $10 billion in concessional loans, a figure to which China added another $20 billion during the July 2012 China–Africa summit held in Beijing. The real revelation in the 2009 summit, however, occurred at the end of the press conference given by China’s government number two. Wen stood in the room packed with over fifty African and Chinese journalists like a triumphant bullfighter, smiling to the crowd in the midst of a standing ovation and having his photo taken with the reporters, who were falling over themselves to shake hands with the new Messiah. We couldn’t believe what we were seeing: journalists applauding the authorities! ‘Can China really be doing so well in Africa?’ we asked ourselves. From what we had just seen, the answer seemed to be a resounding yes.

And so we began our travels, setting out on a fabulous and dangerous adventure through over twenty-five counties to find out whether all this applause was really justified. Our aim was to understand how China is carrying out its current expansion and what impact this is having at a local and regional level. From the copper mines of the Democratic Republic of Congo to Turkmenistan’s gas-rich deserts, and from the Siberian forests to Ecuador’s Amazonian dams, our philosophy was always the same: to witness what was happening with our own eyes, to give a voice to the main actors in this drama, and to use our years of experience as journalists in China to help explain this new reality. The decision to fund the project ourselves was completely insane in financial terms, but worth it to maintain our journalistic independence.

We carried out extensive fieldwork to avoid falling into the trap of anecdote. We boarded eighty planes to fly across 235,000 kilometres; we crossed eleven land borders and put our lives at risk over the course of the 15,000 kilometres covered on dangerous roads and dirt tracks. One date in particular stands out from our safari through the Chinese world because it highlights some of the more demanding aspects of the journey: 22 August 2010. At six o’clock that morning we flew from Luanda to Cabinda, a small Angolan enclave on the border with the Democratic Republic of Congo; the night before we had spent several hours checking in at an airport with no computers, caught up in the drama of a general power cut. Crossing one of the most dangerous borders in Africa was particularly stressful that day because the checkpoint was closed for a public holiday and many of the soldiers guarding it were high on drink and drugs. It also didn’t help that we were carrying four laptops, seven cameras and five hard disks – all of them loaded with the work of several weeks.

Once we reached Muanda, the lawless, poverty-stricken Congolese town closest to the border, we were detained for several hours before the Spanish Embassy rescued us from the grasp of the local chief of police, who was rubbing his hands with glee at the thought of getting hold of a substantial bribe. Next we travelled the 400 kilometres to Kinshasa, the Congolese capital, on a hellish journey along a narrow road full of potholes, with wrecked cars lining the ditches and lorries driving towards us at full speed with no headlights. It was gone midnight when we finally arrived at the hotel in Kinshasa, where the most eclectic bunch of people imaginable came together after dark, united by alcohol, ear-shattering music and firearms. At 100 euros per night, internet access and running water were luxuries we could only dream of. Meanwhile, sleeping was a constant battle with the mosquitoes. Day after day it went on like this, living on a knife-edge.

Some of the 500 interviews we carried out for this project also took place under difficult circumstances, particularly in countries which are less than friendly, journalistically speaking, such as Hugo Chávez’s Venezuela or Iran under the ayatollahs. In military-run Burma, for instance, we failed in our first visit as a result of the constant vigilance of the authorities. What is more, our presence was beginning to put our sources at risk and so we decided to leave the country to keep them out of danger. We were investigating the trade in jade in the volatile Kachin state in the north of the country, where Chinese businessmen have teamed up with the Burmese military junta to plunder the region’s natural resources, with dramatic social and environmental consequences. Under these circumstances, we couldn’t just throw in the towel. We made contact with dozens of journalists, academics, activists and all kinds of experts with knowledge of Burma, both inside and outside the country. Ten months later, all our hard work began to pay off when we received a message from our contact outside the country: ‘We’ve been in touch with our people on the inside and they’re willing to help you. They’ll wait for you in Myitkyina [the capital of Kachin state] during the Manao Festival, the festival of the Kachin people. Act like tourists. Stay in Hotel *** and wait until they contact you. They will come and find you.’ A year after our first failed attempt, we finally reached our destination, taking a train from Mandalay to help us arrive unnoticed. Our aim was to interview the businessmen involved with jade mining, and the heroin-addicted miners and prostitutes, as well as priests, local leaders and activists. The drama being played out in that forgotten corner of the world – for which China clearly holds some responsibility – would never have been captured in this book if we had not been able to get there and see it for ourselves.

Finding a way to overcome these obstacles and keep on going was essential so that hundreds of people would let us into their lives and show us, from the point of view of their own small experiences, the subtle details of China’s expansion across the planet. We met Chinese entrepreneurs who had left their country and families behind them for the chance to become millionaires, emigrants and their descendants who safeguard their Chinese DNA like a precious treasure, and workers at Chinese state-owned companies who – in exchange for massive pay rises – work day in and day out on infrastructure projects in the most inhospitable corners of the world. We also met the bosses who undertake these same projects out of loyalty to their company and to China, victims of the environmental and workplace abuse which goes hand in hand with any Chinese investment, and politicians, activists and academics who have tried to unravel the true nature of China’s loans or to find evidence to support their suspicions of corruption.

Chinese people often agreed to meet us to talk about their businesses and projects or to share details of the titanic efforts they have made in impossible countries. Some were keen to show us that even the most senior local representative of a Chinese state-run company sleeps in a pokey room containing little more than a bunk covered with a mosquito net. Most of all, they welcomed us because of their impressive sense of hospitality, as in the case of Fan Hui Fang, a businessman from Shandong who produces 1,400 tons of vegetables each year on an arable farm on the outskirts of Khartoum, the capital of Sudan. These meetings almost always resulted in new revelations, phrases or details which perfectly reflect how the Chinese people see their arrival in the ‘new world’. Our previous experience in China was very useful when it came to creating the atmosphere of trust needed for these confessions to come about, as on a summer’s night in Khartoum in 2010.

‘Courtesy of the Chinese embassy,’ Fan told us, brandishing a bottle of rice wine (baijiou), a rare luxury in the Islamic country, as we sat down to the delicious meal he was hosting for us at his home. His friend Gong, a logistics manager at a Sinopec oil refinery on the outskirts of Khartoum who was joining us for the meal, looked almost ecstatic as he took his first sip. After making toast after toast, the conversation began to take a more serious turn.

‘I am very proud that China is developing Sudan,’ Fan told us, solemnly. ‘If we weren’t here, the Sudanese people would have no future.’

‘When we arrived in Khartoum eight years ago, the tallest building was only three floors high,’ Gong added, exhaling a long cloud of cigarette smoke.

‘Yes, I’ve seen how the country has developed in recent years,’ Fan agreed. ‘They used to have nothing. No roads or cars. China has played a decisive role in that change.’

‘The Sudanese wanted to develop their country and they asked the West for help, but they refused. And so we helped them. Now the West is jealous of China because they see the benefits we’re getting from it,’ said Gong, accusingly.

Fan instinctively followed Gong’s lead. ‘While the Americans come here to drop bombs,’ he said, referring to the American missile attack on a Sudanese laboratory in 1998, ‘we are in Sudan to build roads, buildings and hospitals. We are here to bring happiness to the Sudanese people.’

There is much truth in Fan’s comments about the benefits of the Asian giant’s expansion for developing countries. However, in many cases China’s actions are debatable to say the least, if not openly controversial. In fact, once you go beyond Beijing’s official party line, which generally trumpets its undoubtedly legitimate international interest wrapped up in ‘win-win’ situation rhetoric, many of China’s projects in these countries lack any solid explanation. Not only is the chronic lack of transparency emanating from the very heart of China’s political system a strategic error in terms of public relations, but we also encountered opaqueness at every turn whenever we tried to get to the bottom of issues such as contractual information, the impact of China’s projects on the environment or the state of workplace conditions.

From the very beginning of our investigation we agreed to follow one fundamental rule: as well as listening to all the other actors, we would prioritize the voice of the various levels of the Chinese state, of the people who are pulling the strings behind China’s expansion. We hoped that official China would explain the logic and motivation behind its actions. We wanted it to give us a formal answer to the questions that gave rise to this book: how does China secure its oil supply? What are the environmental consequences of its investments? Why does Beijing support dictatorships around the world? What is the country’s diplomatic strategy? How is China’s private sector conquering impossible markets? What is the scale of emigration from the most populated country on the planet? What is the real motivation behind the football stadiums, roads and dams that China is building all over the world? Who is really benefiting from the opportunities offered by Chinese investments? What is the global impact of the Asian giant’s emergence?

Unfortunately, the complete lack of co-operation and the deeply engrained secretiveness shown by the official side of China made it difficult for us to keep our promise to give the Chinese authorities the right of reply. China’s embassies rarely answered our calls, while its biggest oil companies – CNPC, Sinopec, CNOOC – refused to grant us interviews, whether in Beijing or elsewhere in the world. China’s ministries either evaded our questions or declined to answer them at all. However, thanks to the perseverance and invaluable support of our Chinese assistants – experts in the art of guanxi, or building those personal relationships so vital to life and business in China – we were able to fill these gaps wherever possible with information gathered first-hand on the ground, as was the case, for example, in Turkmenistan and Argentina.

There were, of course, some exceptions to this official lack of transparency. One example was our meeting with Liu Guijin, a highly respected diplomat and China’s special representative for African affairs. His interview showed us that even within the Chinese authorities there are frank and open people who ask themselves questions and fight to make things better. However, even when people did volunteer to tell us the Chinese version of events – whether they were diplomats, academics, in-country managers of state-owned companies or experts working closely with the authorities – we often found that they chose to stick closely to Beijing’s official party line.

For example, things seemed to be looking up on 9 October 2010 when we were finally granted an interview with China Exim Bank, one of China’s financial bodies that are key players in the country’s international strategy. We had been preparing the groundwork for a whole year, sending dozens of faxes in Mandarin and making over fifty phone calls before we finally found ourselves sitting in the Exim Bank’s headquarters in Beijing’s financial district. However, our initial enthusiasm didn’t last long. The three executives with a technical background who met us in an imposing meeting room spent the whole hour-long interview finding ways to dodge our questions. The situation became more and more surreal, such as when the leader of the delegation leant over to whisper loudly like a schoolboy in his colleague’s ear, telling him not to reveal what kind of assets and natural resources China is buying in the developing world, as if it were a state secret that Beijing is buying oil and minerals. He then went on to deny the existence of any overarching statistic describing the total amount of credit that the bank is granting to other countries or their businesses.

Things really came to a head in the final round of questions, when our tense-looking interviewee began to answer all of our enquiries with nothing but a forced smile, which was fixed to his face for several minutes. Naively, we thought that he simply didn’t understand our questions. Refusing to budge, he dodged his way around the conversation with a string of ‘I don’t know’s as his only response. Astonished, we asked ourselves why he was wasting this opportunity to tell us about the bank’s indisputable contributions to development in Asia, Latin America and Africa. Did the bank have something to hide? After a whole hour he had not given us a single useful piece of information, but the interview was extremely revealing in terms of the importance that Beijing gives to the transparency of its overseas projects.

Maybe our questions were somewhat difficult to answer, based as they were on our real-life experiences over the course of our travels. Or maybe our questions were simply ‘not balanced’, as one Western expert in China’s relations with Africa unexpectedly suggested to us. While China is a constant source of heated debate, many observers of the country’s international offensive tend to concentrate on its positive aspects, downplaying or even ignoring any wrongdoings, as well as the side effects of the phenomenon. Our aim, on the other hand, was to reveal every aspect of China’s silent conquest of our planet, with all of its highs and lows. After all, we have never forgotten that our duty as journalists is not to put a torch under the spotlight, but instead to throw light into the darkest corners. The result is a book based not on idle rumours and theories but on real human stories and facts.
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The Mingongs* Take on the World


‘If a Chinese man were to set out to compete in a cycling competition like the Tour de France he’d end up coming last. Do you know why? Because he’d spend the whole race looking around him at the villages and towns along the road, thinking to himself: where would be a good place to set up a business?’

Chinese businessman in San José, Costa Rica



Winding her way among the women in niqab and the tradesmen selling lamb and tea, Lan Xing’s pale figure emerges from the crowd like a kind of apparition. Energetic and determined, she leaves a trail behind her as she drags her jerky cart along the sandy roads of the Ain Shams district in northern Cairo. It’s Friday, a holy day and a day of rest. The local people have headed into the streets to smoke shisha outside bars and relax as they watch the world go by. Men watch football on portable televisions set up outside. Young men, soaked in sweat, brandish blowtorches as they try to fix old-fashioned cars from another era which have inevitably broken down thanks to the heat and constant traffic jams. Bakers display rows of date brioches and sesame bread straight from the oven, and the smell of freshly baked pastry mingles with the humidity and pollution in the air.

Lan was brought here in a black taxi which has seen better days and which will come back in the small hours of the night to take her home to the flat she shares with four compatriots. If something goes wrong, she’ll turn to the scrap of paper with her address written on it in Arabic which she keeps hidden in her pocket like a precious treasure. That scrap of paper represents her only lifeline between the hubbub of Arabic around her and the world she understands, between the reality all about her and her own reality. With her long hair uncovered and her almond-shaped eyes, Lan is clearly a foreigner in this busy, traditional corner of old Cairo. Her arrival in this country was an 8,000-kilometre leap into the unknown, an attempt to start life anew after her fortieth birthday. With her relentless drive to succeed, this was nothing that Lan couldn’t handle.

Lan and her husband both come from Liaoning, a province bordering North Korea in north-east China. They arrived in Egypt seventeen months ago, hoping to make their fortune overseas. They left behind them a fourteen-year-old son who now lives with his grandparents, although Lan herself describes him as ‘a difficult teenager’. Ever since arriving in Egypt, Lan has been taking her cart loaded with 25 kilos’ worth of all types of clothing, from pyjamas to hijabs, and wandering through the streets of Cairo in search of customers; this has become her obsession. She dedicates around ten hours each day to her task, dragging her cart up and down staircases in old, dark buildings, knocking on doors in the hope of walking away with a handful of Egyptian pounds in exchange for a cotton dressing gown or some sheets made of fake silk.

Lan is one of the many thousands of Chinese men and women who make up the group known as the shanta sini, or ‘Chinese bag-people’ in Egyptian Arabic. This army of migrants from the poorest areas of China, many living in the country illegally on expired visas, has managed to conquer Egypt’s retail textile market with nothing but their go-getting attitude and determination to escape from poverty.1 Together they personify the virtues that have made Chinese migrants the most enterprising on the planet for at least the last three centuries: a capacity for self-sacrifice, a good nose for business, the ability to adapt to their surroundings and a talent for cutting costs. A tendency to save money, a discreet nature and an exclusive web of intra-Chinese contacts also provide invaluable help. Today the army of the shanti sini can be seen everywhere where they arrive with just a bundle of belongings on their backs in search of potential consumers.

Yu, a young woman aged around twenty, is playing with her hair in a fashionable café opposite the American University in Cairo. Looking at this sharp, beautiful woman, anyone would expect her to be completely oblivious to the sufferings of the shanti sini. In fact, she’s an expert. ‘They get off the plane today and tomorrow they’re out on the streets of Cairo selling goods from door to door. They don’t speak a word of Arabic,’ says the niece of one of the Chinese pioneers who identified a gap in the market over a decade ago and who has since gone on to make a fortune worth over 4 million euros. That uneducated emigrant who fled poverty in China is now a successful businessman with eight factories and sixty warehouses across the country. Yu says that, in order to understand how the Chinese have managed to carve out a niche for themselves in a country which has a long textile tradition and exports cotton to the whole of Europe, we must embark on a journey across the thousands of kilometres back to Canton, at the industrial heart of China.

It is there, right at the mouth of the Pearl River, where Chinese entrepreneurs buy the fabric and begin a cycle of business that they end up controlling from the top down. Silk, polyester and wool are shipped in containers to Libya, a country that shares a border and a customs agreement with Egypt. Chinese entrepreneurs understand that to start an empire in a globalized world, it’s important to be able to squeeze the margins. Not only is this something they have been doing for centuries, but the ability seems to be engraved into the genetic code of the Chinese people. As Yu explains, this is why they export the fabric to Libya rather than to Egypt, as the country puts comparatively less tax on Chinese textiles. Once on African soil, the fabric is exported again to Egypt with the help of an Egyptian middleman, before going on to fuel the underground workshops that have been set up in apartments on the outskirts of Cairo.

It is not easy to get access to one of these small, secret factories. We failed completely on our first trip to the Egyptian capital, when one businessman agreed to a date and then refused to let us in, while a second only let us get as far as the front door. It was just as difficult on our second visit to Cairo, despite being accompanied by several Chinese workers from the sector. We failed because of the distrust that is caused by the sight of a foreigner poking his nose into their business practices, especially when these are propped up by various illegalities that help them to topple the local competition. In fact, lack of transparency was one of the elements we encountered most regularly throughout our journey through the Chinese universe.

However, the presence of a Chinese friend finally paid off when Ding Tao, a modest businessman with ten years’ experience in the country, welcomed us right into his centre of operations: a makeshift workshop in a four-room apartment in a suburb full of rundown buildings and vandalized cars left on street corners. Inside the apartment, different tasks were organized by room: in one room, a young man and two women, both dressed in hijabs, cut out material and use six sewing machines to make the clothing; in another room, the clothes are ironed and packed into boxes; meanwhile, a fifth employee works on number crunching in the office.

Despite the Chinese entrepreneurs’ preference for employing their fellow countrymen, who they consider to be more disciplined workers, the owners of the workshop use Egyptian tailors because they are cheaper. ‘If they were Chinese we would have to pay them twice as much, as they would be much more productive. That’s the price of the market,’ explains Ding Tao’s wife, who can speak basic Arabic. Each month they pay their employees between 250 and 300 euros to work for ten hours a day, six days a week. Minimal salaries and an extremely low production quality guarantee a product that can be sold at an unbeatable price. As well as the miserable salary, the workers suffer from severe job insecurity, as there are no contracts or medical insurance, leading to a constant turnover of staff. This is a similar situation to the one seen in China’s manufacturing hubs, such as Wenzhou or Shenzhen, where a factory can easily renew its entire workforce in just two years. The Egyptian workers reject the possibility of demanding better working conditions, since they are sure that the police know about the underground workshops but tolerate them in exchange for bribes. In an economically stagnated country where 16.7 per cent of the population lives below the poverty line,2 and which is suffering from the aftermath of a revolution that overthrew the tyranny that had been clinging on to power for the last three decades, their choice is simple: it’s either this or nothing.

But why would the Egyptian people want to buy clothes at home when they can easily go out and buy them in traditional shops? Yu, who talks as if she’s telling us a story, soon clears up this mystery. ‘In Egypt, women eat lots of sweets and many of them are very fat, and so they prefer to buy clothes at home. That way, they avoid the shame of having to display their bodies outside their own houses.’ In other words, in order to spare their customers a hard time at the shops, emigrants such as Lan set out through the Egyptian twilight after evening prayers to tackle their customers in the doorways of their own homes. ‘Aiz haga?’ (‘Do you want anything?’), they blurt out from the landing. Sometimes the only answer is a door slammed in their faces. On other occasions they get lucky and sell a piece of clothing, or the lady of the house asks them to take her measurements for a dressing gown which the shanta sini will bring back to her home a few days later.

One day, this miserable, frugal life of braving the heat and loneliness to roam the streets of Cairo will finally come to an end. The Chinese emigrant, who is typically uneducated and exploited by his employer but shrewd and good at saving, will one day decide to take a step up in the production chain. He will stop distributing goods and, after investing months’ or years’ worth of savings, will instead become a producer and businessman in his own right. Starting off with a workshop and just one area of distribution, he will go on to expand his network, often while also embarking on other business opportunities. With business practices bordering on the illegal – or even crossing the line completely in terms of silencing the Egyptian authorities – it is possible to expand very quickly. They are helped on their way by an extensive web of Chinese contacts, who serve both to point them towards new opportunities and to act as an invaluable safety net. In fact, time and time again agreements between the importer and the textile factory, or between the workshop and the distributor, are made between Chinese nationals. The Chinese people’s tendency to stick together goes beyond a national level. In fact, transactions between Chinese emigrants in all the countries we visited – not just Egypt – were often restricted to people from one particular village or region. This is partly because of the great variety of different ethnic groups and languages spoken in China and partly due to the importance of family ties. Sharing a language and a birthplace creates a strong sense of trust and guarantees loyalty to the company. As a result, Chinese businesses ranging from private enterprises to state-run companies operating overseas regularly import their entire Chinese workforce from just one area.

‘If all the workers on a construction site come from the same town or village, they are much more easily controlled and they don’t go against the law or their bosses. Their colleagues and friends, sometimes with family ties, are also watching. And no Chinese person wants his family to lose face at home, or to be accused of being lazy or a thief.’ The words of a young Chinese worker who has spent several years living in Africa sound like an echo of the Maoist era, when tens of millions of Chinese people were sent to labour camps where they lived in a constant state of paranoia. Workers were obliged to carry out the duties of a ‘good comrade’, both guarding their co-workers and being guarded, informing on them and being informed on, whether in the factory or in the camp, at school or in the apparent privacy of their own homes. Nobody could escape the all-seeing eye of the authorities.

A SHADY BUSINESS

Under these circumstances, some entrepreneurs have been quick to launch new business ventures offering all kinds of highly profitable and ethically unsound services to this growing influx of emigrants. After expanding their textile network across Egypt, Yu’s family has embarked on a new enterprise – bringing Chinese emigrants to Egypt. The family takes advantage of the lack of controls on immigration and the siren call of a better life, a message that strikes a deep chord in the areas of China which have not yet jumped on the train of progress and where opportunities are few and far between. Yu tells us that her family uses the company’s licence, which can easily be obtained by the use of bribes, to apply for visas which they sell for around 5,000 yuan (520 euros), although this price varies depending on whether the applicant is a friend or relative. Family members and friends spread the word in their home towns and villages, especially in China’s north-east provinces, where the privatization of heavy industries inherited from the Maoist era has caused unemployment to rise to between 30 and 40 million people in little over a decade.3 This ‘pull effect’ spreads like wildfire in the areas where the opening up of China’s economy resulted in the dismantling of the unproductive Maoist factories at the end of the last century, taking away the livelihood of millions of families and causing serious damage, the effects of which can still be seen today. ‘People aren’t dying of hunger, but there are hardly any opportunities to get ahead,’ Yu tells us in justification.

This situation has forced China to break with its centuries-old tradition of reluctance to allow its nationals to leave the country. In fact, the state is now facilitating emigration – and even actively encouraging it4 – as an escape route for its unemployed workers. ‘China has distanced itself from the task of controlling the migration of its nationals and has transferred responsibility for this on to the receiving countries. Some of these are weaker states, such as some African countries where corruption and a lack of administration make it relatively easy for Chinese people to enter the country,’ explains Antoine Kernan, an expert in Chinese migration at the University of Lausanne in Switzerland.5 ‘It is much easier for Chinese migration to happen today than it was in the past,’ adds Kernan, who has followed this phenomenon both in China and in Francophone countries in Africa.

This is a winning strategy for Beijing and China’s local governments: emigration helps to combat unemployment, alleviating the social tensions thriving in the areas that have been struck the hardest by lay-offs. What is more, the problem tends not to reappear once the emigrant finishes his or her time abroad. Workers usually come home with a significant amount of capital to invest in the education of their children or in business opportunities which offer a greater level of financial security than they ever could have enjoyed before leaving China.6 In a way, it could be said that China is exporting labour in return for capital to be reinvested in the country, generating economic growth (and jobs) within China itself.

Seen from this perspective, the door-to-door textile business carried out by the shanti sini is little more than the repetition in Egypt of what has been happening continuously over the last three decades of China’s miraculous expansion: the success of some rests on the shoulders of others. Over those three decades, the ‘factory of the world’ has always been fuelled by an enormous contingent of emigrants who work for up to fourteen hours each day for a miserable salary, and the Egyptian textile business is fed by the sacrifices of those same poor emigrants. At the end of the day, the efforts of these individuals contribute to the collective success of the Chinese people. The reason why Chinese emigrants nowadays choose to settle in the Democratic Republic of Congo or Venezuela instead of Spain or Canada is essentially because the developing world is still comparatively unexplored and therefore offers many more opportunities to emigrants than the West, with its strict regulations and more competitive markets. Yu estimates that there are 15,000 Chinese people making a living by selling door-to-door in Egypt, far more than the 5,000 suggested by the Chinese embassy in Cairo. ‘There’s not a corner of Egypt which the shanti sini hasn’t yet reached,’ Yu assures us. The Egyptian press has gone even further, estimating that the army of ‘Chinese bag-people’ is made up of between 60,000 and 100,000 emigrants,7 while the Chinese media has placed this figure at somewhere between 20,000 and 30,000.8

The business opportunities on offer go beyond bringing Chinese emigrants into Egypt; in fact, many of them actually arrive from Thailand on a tourist visa and end up staying in the country for several months. Some opportunists have also profited from the everyday needs of the new arrivals. When the emigrants arrive in Cairo, these businesses hire an apartment
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