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Comparing Financial Institutions’ Environmental and Social Policies:
Chinese and International Development Banks

Since the “Going Out” Strategy began, China has increased its overseas investment and deepened bilateral cooperation. In the process of enterprises going abroad, policy banks
have the important roles of not only serving as project funders but also providing guidance in facilitating overseas projects. In recent years, the impact of overseas investment
on the environment and communities has gotten more attention. Moreover, there is growing consensus in the international community that financial institutions have the
responsibility to review, assess, and control the environmental and social impacts and risks of their investment and financing activities. This information sheet discusses the roles
and responsibilities undertaken by two of China’s development policy banks, namely China Development Bank and China’s Export-Import Bank (China EXIM Bank), in terms
of the environment and society of overseas projects. The chart below also compares these two banks’ environmental social policies with those of the World Bank, International

Finance Corporation, and the Japan Bank for International Cooperation.
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China’s policy banks have overall shown continuous improvement in their environmental and social policies since their development and have also achieved some unique advantages. First,
the procedure of setting up the banks’ programming is increasingly comprehensive and normative. Specifically, China Development Bank and China EXIM Bank have included a
pre-loan investigation, review, contract management, loan issuance, post-loan management, and other procedures that each work to control the project's environmental and social risks.
Second, China Development Bank and China EXIM Bank’s disciplinary measures on the violations for the environment are increasingly stringent. Importantly, these requirements
not only cover environmental violations but also any aspects of the project not in accordance with considerations of receiving the loan. In fact, there is a possibility of downgrading the
credit rating of enterprises that commit environmental violations - a measure that we hope will lessen future violations. In addition, China's policy banks are taking greater efforts to
support green credit projects and to actively explore how to provide comprehensive financial services to relevant businesses.

At the same time, there are several shortcomings in the environmental and social policies of the Chinese policy banks. It is suggested that some of the policy and practical experiences of
international financial institutions can be borrowed and strengthened in the following way:

e DPolicy content. The development of independent strict and operational standards of environmental assessment should be further enriched so that more environmental issues are
incorporated in the policy. Policies should also be refined and tailored to specific environmental circumstances.

* Institutional setting. The establishment of a dedicated environmental and social department that can assume the relevant responsibilities, so that the project's environmental and
social contents can be audited, supervised, managed, and evaluated, and finally be clearly implemented.

* DProject process. During the pre-loan review, it's necessary to strengthen the audit of the project's environmental and social programs and improve any of the project's defects.
In the post-loan management and supervision steps, it's important to put more efforts to field surveys and enlist the help of professional third-party institutions to research and
evaluate the project's environmental and social impact.

*  Mechanism construction. Improve the information disclosure system, strengthen the disclosure of relevant documents and information included within the scope of the law,

and improve the transparency of the project; implement a complaint mechanism to protect public access to information channels; establish contact with the local community and
consultation mechanism for a two-way communication system guarantee.

For more, please read “GEI Publications” on www.geichina.org.




