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1 SUMMARY WITH CONCLUSIONS AND 
RECOMMENDATIONS 

1.1 Introduction 

This report presents the outcome of a desk study by Nordic Consulting Group (NCG) 

commissioned by Innovation Norway in Beijing. It focuses on challenges and 

opportunities for Norway in promoting a wider cooperation with China in the field of 

energy and environment beyond the past and current cooperation limited to 

conventional development assistance. By reviewing cooperation with China by a sample 

of other OECD countries, namely Sweden, Denmark, Germany and Italy, it presents 

some options to consider if Norway is to develop a closer cooperation in these fields 

similar to these other OECD countries.  

A strategy for cooperation with China was recently introduced by the Government of 

Norway1 which emphasises among others on; 

√ Expanded economic relations with emphasis on increased market access for 

Norwegian goods and services under the recognition that China is   Norway’s 

most important trading partner in Asia, the fifth largest supplier of traditional 

goods, the world’s largest recipient of foreign direct investment, the world’s 

major manufacturer of labour-intensive industrial products and one of the 

world’s largest exporters. Through participation of Norwegian investors 

Norway have the opportunity to influence employees’ rights, corporate social 

responsibility and environmentally benign technologies and production 

processes. 

√ Development that is sustainable at the local, regional and global level which 

is linked to the fact that China has major environmental challenges due to 

it’s continued strong economic growth, low resource efficiency, insufficient 

integration of environmental considerations, uneven distribution of resources 

and high population pressure. Accordingly, the government of Norway 

wishes to intensify development cooperation with China in the fields of 

environment, energy and climate change in accordance with the “Norwegian 

Action Plan for Environment in Development Cooperation”. Through the 

transfer of expertise and technology that can help to reduce pollution in 

China Norway will promote the use of its high-technology expertise and its 

position as a supplier of oil and gas by promoting cooperation between 

Norwegian and Chinese companies and institutions in the areas of petroleum 

and offshore technology, environmental technology, services and expertise. 

China is the World’s largest coal consumer, more than 30% of the world total 

consumption in 2006. There is a rapid consumption growth in natural gas and from its 

present level of 3% of total energy consumption it is projected to reach to 10% by 2010. 

It is the World’s second largest oil consumer and second largest electricity producer in 

                                                 

1 “The Government's China Strategy”, the Ministry of Foreign Affairs, Norway,  August 2007.  
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the world. The High energy demand can quickly become a “bottleneck” of economic 

growth and affects environment which has led the Government of China to consider 

energy conservation as its top priority. 

1.2 Main findings 

All OECD countries has established various forms of cooperation with China, also in 

the fields of energy and environment A majority of them apply a mix of instruments and 

modalities of cooperation, for most of them a mix of conventional development 

cooperation and regular bilateral cooperation. One exception is the Scandinavian 

countries, and in particular Norway, which almost entirely rely on conventional 

development assistance managed as development aid. This management approach for 

the cooperation and limitation in type of financial instruments also limits the 

opportunities for wider cooperation and inclusion of the private sector in Norway 

compared to other OECD countries.  

It is against the above setting that this study has tried to focus on opportunities to 

expand Norway’s cooperation in China with emphasis on public resources to promote 

private partnerships as well as public private partnerships. As this study shows, for the 

sample of countries reviewed the type of instruments, management arrangements, 

institutions engaged and private sector participation is much wider from each of them 

than for Norway. Some of their practices may thus be considered by Norway if the 

objectives of the above mentioned strategy are to be achieved: 

To concentrate cooperation with China entirely on financial instruments tied to the 

criteria qualifying as Official Development Assistance (ODA) only results in a narrow 

modality and approach in cooperation. It severely limits the opportunities for promotion 

of private - private and private - public partnerships.  

Countries like Italy, Germany and Denmark have established funding instruments that 

covers the full cost of feasibility studies for desired projects in China and elsewhere. 

They apply both ODA tied and other regular public funding instruments for this 

purpose. Norway has done the same for its promotion of cooperation with the “Barents 

Region” and new EU countries under the Financial Mechanism grants under the 

European Economic Area (EEA) agreement. However, Norwegian ODA funding for 

promotion of the same in ODA eligible countries (often higher risk countries and 

regions), demand an equity share (usually 50%) i.e. the higher the risk the more is 

expected in contribution from the Norwegian cooperating partner. 

The sample countries reviewed are EU members. In addition to their higher volume of 

total funding and non-ODA funding available, partners in their respective countries are 

also benefiting from funding mechanisms of the European Commission in China and 

elsewhere.  

Several of the OECD countries have established special financial mechanisms, either 

for specific forms of cooperation (public – private partnerships, joint venture 

investments) , specific sectors or fields of cooperation (energy, environment, specific 

regions or countries (like emerging economies, selected Asian countries, etc.), for 

specific type of activities (feasibility studies, investments, etc.) or a combination of the 

above. A major feature of many of them is that by not being limited to ODA criteria and 

policies but managed more under a general foreign policy including the countries’ 

desires to promote investment and trade, they allow direct participation of companies of 
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respective country.  

On the other hand, tied aid is known to create higher cost for goods and services 

compared to more competitive processes. Several of the countries (like Italy and 

Sweden) accordingly apply an approach of national competition for access to funds or 

for participation in projects identified through ODA and non-ODA cooperation.  

1.3 Recommendations 

If Norway is to promote a wider cooperation including promotion of private – private 

partnerships as well as public – private partnerships it should either adjust its 

management approach in use of ODA funding to China or allocate earmarked regular 

public funds for cooperation with China similar to the other OECD countries. 

For the latter the approach could be similar to how Norway promotes cooperation to 

other transitional economies not eligible for ODA funding.  

One option is to consider a “trust fund” type arrangement like the funding mechanisms 

for promotion of cooperation in Russia and former states of Soviet Union or EAA grant 

based Financial Mechanism. In both cases these arrangements add transaction costs by 

establishing a specific fund management arrangement. A more simple approach would 

be to allocate in the state budget funds particularly for energy/environment with specific 

guidelines for what projects are eligible and use existing institutional arrangements for 

fund management (like the Ministry of Foreign Affairs, the Ministry of Environment or 

the Ministry of Oil and Energy).  

Another is to establish a joint funding arrangement with a Chinese partner for screening 

of proposals and then invite Norwegian technical partners to compete through a bidding 

process for participation in the project. Although a more complex and costly 

arrangement it will ensure a wider participation by Chinese authorities and a more 

competitive process to promote more cost efficient partnerships.  

In terms of what sectors and areas to focus on the following should be considered: 

Energy efficiency is usually the cheapest and cleanest new “source” of energy in any 

context. As expressed by the Chinese authorities, more technical and policy assistance is 

needed for the development and implementation of efficiency standards and design software 

that helps to minimize energy use.  

Measures are needed to help reduce the energy intensity of the industrial sector as well as 

the electricity sector in China where technologies such as co-generation (or combined heat 

and power) can be deployed. Any industrial cooperation will definitely result in 

significantly reduced energy intensity compared to what China otherwise would engage in. 

Norway has made global strides in the fields of solar and wind power in recent years, 

and both areas hold great development potential in China. These could be high priority 

areas for cooperation supported by mechanisms similar to those applied in the former 

Soviet states and Barents Region and the EAA Grant based Financial Mechanism. 

 

The transportation sector is becoming a huge source of increasing demand for oil supplies 

in China, and it is also a huge increasing source of air pollution and greenhouse gases. 

Automobile sales in China, has recently been increasing at a rate of 40-60 percent annually. 

China needs technical assistance with respect to managing the environmental side-effects of 
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(such as designing and implementing emissions standards, fuel quality standards, fuel-

efficiency standards, and inspection and maintenance programs). They also need help with 

urban design and transportation planning in order to provide alterative forms of 

transportation.  

 Nuclear energy may have to play a role in addressing climate change and other energy-

related challenges, so it is important to consider support for international collaboration on 

nuclear energy, especially with respect to securing nuclear materials and minimizing the 

risks associated with nuclear proliferation. International cooperation for fusion energy is 

essential regarding geological disposal of spent fuel and high-level wastes.  

China and India are the largest consumers of coal in the world aside from the United 

States, and so it will be particularly difficult for them to reduce conventional air 

pollution and greenhouse-gas emissions while they are in a phase of rapid coal-based 

industrialization. China is the fastest-growing consumer of oil in the world, and like the 

United States China is likely to become ever more dependent on Persian Gulf oil 

supplies unless alternatives are aggressively developed. It is in Norwegian interest to 

support demonstration activities in China as well.   

There is a strong need in China to provide sources of financing for clean and energy-

efficient technologies. Although some facilities exist today, they have long processes from 

identification to actual implementation due to their multiple stakeholder decision making 

procedures. In fact, rather than investing in few multi-country mechanisms it may even 

prove more beneficial to have competing instruments to improve overall efficiency and 

impact.  

In many cases, financing is not available in China because banks are unfamiliar with the 

technologies, or because the levels of financing required are either too small or too large. 

More financing mechanisms need to be designed and deployed, at competitive rates. In 

most, if not all cases, these mechanisms should be self-sustaining once a pool of money has 

been allocated for this purpose.  
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2 BACKGROUND 
A recent review of environmental development cooperation from 1996 – 2005 between 

Norway and China revealed that Norway has first and foremost managed the 

cooperation as “development assistance” to China, as reflected by the fact that the 

Norwegian aid administration has been given a prominent role in decision making, and 

the funding has entirely been sourced from the aid budget.  This is in contrast to several 

other OECD countries that applied regular state funding for cross border cooperation 

(both commercial and institutional cooperation) not limited by a desire to have all 

funding classified as Official Development Assistance (ODA).  

Another important finding compared to other OECD countries was that the funding 

allocated for projects and partnerships promoted by Norway have been too short term. 

Successfully established partnerships with e.g. Norwegian consultants/researchers/-

companies appeared to be substituted with new partnerships, increasingly with 

Norwegian state institutions, with the risk of losing the value invested in the initial 

partnerships which have contributed to an overall successful outcome of ten years of 

cooperation. Building trust and efficient partnerships takes time and to fully reap the 

benefit requires many years of sustained cooperation beyond the 3-4 years each project 

is allocated funding.  

The Norwegian Government has stated that it is prepared to contribute to solve the 

environment and energy challenges P. R. China is facing. The recent new Norwegian 

Government’s  China Strategy the Norwegian Prime Minister’s visit to P.R. China in 

March 2007, the renewable energy MoU signed in the autumn of 2006 between the two 

countries (OED and NDRC), and the expected signing of a climate agreement between 

the two countries (probably a MoU on oil and gas is forthcoming). Under this 

comprehensive umbrella Innovation Norway seeks to identify the need for possible 

changes in financial instruments directed towards facilitating the implementation of 

such cooperation. These financial instruments shall promote commercial cooperation 

contributing to technology transfer of relevance to solving the environment and energy 

challenges facing P.R. China.  

Following the above findings, Innovation Norway, wishes to commission a study to 

map out what financial mechanisms other OECD countries apply to promote 

commercial cooperation between respective country and China, in particular as 

concerns public funding mechanisms which are not necessarily restricted by the ODA 

criterion guiding the aid budgets. This is based on the recognition that Norway may 

have had a too restrictive approach in promoting successful long term cooperation 

compared to other OECD countries. Since the main focus of Norwegian cooperation 

supported by public funding focus on cooperation in the field of environment and 

energy the study should focus on public financial mechanisms applied for promotion of 

commercial cooperation related to these two sectors.  
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3 OVERVIEW OF COOPERATION 
Several countries and multilateral agencies provide public concessional funding for 

promotion of project cooperation in China. Funding by OECD governments is either 

provided as official bilateral funding or indirectly as funding through multilateral 

agencies which in turn finances projects in China.  

China’s main cooperating partners among the OECD countries as measured by gross 

official flows to China are Japan, Germany, Korea, Canada, France and United 

Kingdom while the major multilateral agencies are found among the World Bank 

Group2 and Asian Development Bank.  

Figure 1 -Total official flows to China from selected countries and multilateral 

agencies (average 2001-2005 in mill. USD) 
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Source: OECD 

Among the OECD countries Norway, is a small partner in financial terms with very 

limited government funding available to finance bilateral cooperation with China. 

Norway’s average contributions during 2001-2005 constituted approximately 0.004 

percent of total official funding from all OECD countries (ref. figure 2 below).  

Despite a small amount compared to other OECD countries, a recent review of 10 years 

of Norwegian Development cooperation with China revealed that Norway’s 

contribution promoted a large number of projects in China (more than 500 project 

agreements during 1996 – 2005, or 364 project agreements during 2001-2005).   Most 

of these “project agreements were for small scale short term interventions like 

feasibility studies, seminars and workshops with participation of the Norwegian 

business community and public institutions.  

The largest projects receiving 8o% of funding counted 63 projects (17% of the total 

                                                 
2
 World Bank Group includes the International Development Agency (IDA), International Bank for 

Reconstruction and Development (IBRD), the International Finance Corporation (IFC) and the 

Multilateral Guarantee Agency (MIGA).  
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number of projects). They were typically longer term institutional cooperation projects 

in many different fields and predominantly with Norwegian state entities.   

Figure 2 - Total official flows to China from OECD countries (average 2001-2005 in 

mill.USD)) 

Norway;  13 

Other OECD;  3,129 

 

Source: OECD 

Official (Government) funding from the OECD countries can be subdivided into 

Official Development Assistance3 (ODA) and Other Official Flows (OOF). The 

distinction between these two main forms of funding determines what types of projects 

are supported by the various OECD countries and often what institutions that managed 

them in respective OECD country.  

Typically ODA funds are managed by aid agencies while OOF funding is managed by 

regular government agencies of OECD countries for promotion of cooperation in many 

different areas like regular cooperation among the OECD countries themselves. OOF is 

not subject to specific appraisal processes applying only to ODA (typically with focus 

on poverty alleviation) but directed by policies to promote trade, technical cooperation 

and innovation, cultural cooperation and other forms of cooperation in general which 

also furthers the comparative advantage one country may be considered to have vis a vis 

another.   

As figure 3 below illustrates, among the OECD countries, ODA dominates as the main 

source of funding among the Scandinavian countries. Other OECD countries apply a 

wide range of financial instruments and a much higher share of funding is not tied to 

ODA criteria. As will be presented in sections below, this is also reflected by the way 

official funding is managed, the purpose of the funding and the opportunity it creates for 

                                                 
3
 ODA is a term used for public funding with a grant element of at least 25% and which is managed for 

the purpose of promoting social and economic development i.e. the conventional term for development 

assistance to support poverty reduction.  
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a much wider cooperation with China like regular cooperation among OECD countries 

themselves. 

Figure 3 -Total gross Official Development Assistance and Other Official Flows to 

China from selected OECD countries (average 2001 - 2005 in mill. USD) 
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Source: OECD 

 

The most prominent feature of Norwegian funding is that it is the only among OECD 

countries that only uses ODA eligible funding instruments to promote cooperation with 

China. Even the neighbouring Scandinavian countries have a wider spectrum and 

institutions involved in their cooperation with China. This is not particular to 

Norwegian cooperation with China, but generally for Norwegian cooperation with most 

countries for which funding can be classified as ODA. In 2005 (the last year for which 

statistics are available) Sweden and Denmark applied more than 6 times in per capita 

non-ODA funds than Norway, a year in which Norway ranked as number one among 

OECD countries in per capita ODA funding.  

The significance of the above for promotion of public private partnerships and business 

cooperation between Norway and China will be more visible when reviewing the 

various funding mechanisms and management approaches of Denmark, Sweden, Italy 

and Germany in the following sections.  
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4 COUNTRY SPECIFIC COOPERATION 

4.1 Sample 

In the following we present a more detailed overview of cooperation between China and 

the sample countries included in this study namely Denmark, Sweden, Germany and 

Italy in addition to Norway. While Sweden and Norway shows many similarities in their 

structure of funding and approaches in promotion of cooperation in general and in the 

field of environment and energy, there are however some differences in their 

management arrangements. The other countries differ substantially both in terms of 

volume of funding, use of a much wider selection of financial instruments and 

institutions and approaches.  

Another important issue to consider is the fact that among the countries all but Norway 

is an EU member and they all use also EC funding mechanisms to promote partnerships 

with their respective national institutions and companies. While we focus on bilateral 

funding instruments, it should be kept in mind that Denmark, Sweden, Germany and 

Italy also have tied multilateral instruments through EC and multilateral agencies as 

additional tools fro promotion of cooperation.  

As mentioned above there are basically two types of official funding provided by these 

countries; ODA funding and OOF. In addition, several of the financing mechanisms 

include also private funding; either as a private co-investor in the project or as a co-

funder of the financial mechanism itself (like the case of Italy).  

A major source of OOF is from European Development Finance Institutions of 

respective countries like Swedfund of Sweden, IFU of Denmark, KfW and DEG of 

Germany, SIMEST of Italy and Norfund of Norway. Their level of engagement in 

cooperation with China is to some extent reflected by share of OOF to total official 

funding for projects in China (keeping in mind that some of them report investments as 

ODA and others do not).  

4.2 Denmark 

P.R.China is not among Denmark’s 16 main bilateral cooperating developing partner 

countries. Overall Danish bilateral aid in 2005 amounted to DKK 7.23 billion, of which 

only DKK 47.5 million (or little more than 0.5% of overall bilateral Danish ODA) was 

received by P.R. China. 80% (DKK 39 million) of this is in the form of tied aid mixed 

credits with Danish companies. 

Much of these mixed credits are allocated for projects where transfer of environment 

technology and management improvements plays a central role (renewable energy, 

water and sanitation).  

Denmark now makes use of several instruments in its programme countries to promote 

partnerships with the business community:  

√ The Business Sector Development Programme which is an engagement, 

along with other donors, in sector approaches to private sector development. 

√ The Mixed Credits Programme, which ensures that Danish deliveries of 

capital equipment and services create jobs and strengthen the business 
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community’s framework conditions and infrastructure. 

√ The Business to Business Programme (B2B), which promotes local business 

development through long-term partnerships between Danish and local 

companies in programme countries, with the objective of providing access to 

Danish know-how and technology.  

√ Public Private Partnerships (PPPs) and Partnership Facility Programme 

(PFP), which aims to enhance working and living conditions in developing 

countries by establishing partnerships between Danish and local companies.  

√ Technical assistance, in particular trade-related TA.  

In addition, a stronger focus is placed on training opportunities, including vocational 

education and fellowship programmes. Denmark also uses several indirect means like 

the Danish Import Promotion Office, Export Credit Fund and the Industrialisation Fund 

for Developing Countries (IFU).  

The main partners in the PPPs, Mixed Credit and B2B Programmes are established 

Danish and local companies, but various other stakeholders participate as consultants, 

such as the Danish Federation of Small and Medium Industries. Danish companies are 

favoured in these programmes for reasons of administrative efficiency and risk 

management. Their involvement is also seen as a way of promoting Denmark’s model 

of private sector development, which emphasises wealth and job creation along with 

corporate social responsibility and environmental sustainability. According to a study of 

Danish firms investing in developing countries, 25 out of 34 firms surveyed have 

corporate social responsibility policies, with working conditions and environment as the 

two main focal concerns. 

The Business-to-Business (B2B) Programme can assist companies in Danida's 

programme countries and South Africa in finding a Danish partner, which can help them 

gain access to Danish technology and know-how. On the other hand, the Danish 

companies can obtain access to new markets, products and production opportunities.   

 

The B2B Programme aims at developing the private sector in a range of programme 

countries by supporting the establishment of long-term and mutually committing 

partnerships between Danish companies and companies in developing countries. By 

using business linkages as an instrument for economic growth, the B2B Programme 

seeks to improve living conditions for the people in the selected countries.  

The PPP Programme supports the establishment of sustainable partnerships between 

local and Danish companies, organisations or public institutions, in order to promote 

better working and living conditions in the developing countries.  

The objective of the PPP Programme is to promote public private partnerships by 

advancing corporate social responsibility and increasing opportunities for investments 

and enhanced competitiveness through innovation.  

Within the framework of the UN's Global Compact, the PPP Programme provides 

assistance and economic support to companies, organisations and public institutions to 

the preparation and implementation of the partnership. 

A PPP Toolbox has been developed in which applicants can find application templates, 

and partners who are already engaged in a partnership project can find reporting 
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templates and additional supporting documents. 

The objective of the Partnership Facility Programme is to contribute to improve the 

environment in Thailand, Malaysia and China by strengthening local companies 

working in the energy and environmental sectors by means of transfer of know how and 

products from private Danish companies. The PFP is open to all projects which can help 

to secure a cleaner and healthier environment and promote the use of renewable sources 

of energy. 

The fulfilment of the objectives is achieved through match making, business 

development studies and implementation of demonstration projects. It is a condition for 

support from PFP that the partnerships between the Danish and local companies hold 

the potential to become commercially sustainable. 

The focus of PFP is on cleaner technology and production, waste and emission 

treatment, waste management, renewable energy production and distribution, energy 

management, and environmental audit and management systems, including IT systems. 

 

Basic research projects and certain forms of consultancy and trade cooperation are 

normally not eligible for support. These are instead funded through other facilities like 

regular ODA program allocations. 

Of the above programmes, only the PFP programme applies particularly to China in 

addition to TA provided from regular ODA funds. 

Among the EDFIs, IFU of Denmark reports that they disbursed DKK 8.5 million in 

equity and DKK 53.1 million in loans to P.R. China in 2006. This amounts to 12% of 

IFU’s overall investments. All of the equity investments are reported to DAC as ODA, 

while the loans are reported as OOF. In total IFU has some 34 active projects ongoing in 

China with 200 million DK invested. 

None of these projects are in the fields of technology and environment. However, in 

their respective fields the Danish investments where IFU have participated with equity 

or loans invest in technologies that are compatible with what these companies would 

have undertaken in Denmark in the form of energy efficient and environment-friendly 

investments and operations 

4.3 Germany 

Overall German ODA in 2005 was 8.1 billion Euro. Less than half of this was 

channelled through the Federal Ministry for Economic Cooperation and Development 

(BMZ) with it’s 3.5 billion Euro. In 2007, BMZ-funding for development cooperation 

increased by 324 million Euros, and provision has been made for spending in the order 

of 4.5 billion Euros. Several other Federal ministries also allocate and disburse ODA, 

but except for Federal Property and ODA-eligible share of EU budget, the amounts are 

minor. 

The BMZ commissions implementing organizations to carry out the agreements and 

monitors the results. The main agents include the German Development Service (DEG); 

the Deutsche Gesellschaft für Technische Zusammenarbeit (GTZ); Capacity Building 

International, Germany (InWent); and KfW Entwicklungsbank. The implementing 

organisations in turn work with project executing agencies that are selected by the 

government of the partner country. 
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Nationally, the BMZ seeks to encourage other players, especially the other Federal 

Ministries, to see to it that German cooperation programs become more aligned in terms 

of their substance. As for Financial Cooperation (FC) with anchor countries such as P.R. 

China, BMZ in it’s position paper on cooperation with these, states that there will be an 

even stronger focus – not least in view of the specific cooperative activities that the 

German side can offer – on structure-building investment projects that can serve as 

technological models, and on international cooperation in the field of technology. FC 

with P.R. China has a flexible set of instruments at its disposal to finance programs and 

projects. It is notable that In view of P.R. China's advanced economic capacity, The 

German policy is for increased use of innovative financing instruments under which 

scarce official budget funds are replaced by, or supplemented with, market funds (FC 

development loans (i.e. reduced-interest loans, composite financing or mixed 

financing), FC promotional loans, DEG financing).  

Particular priority areas of German involvement in China are on environmental 

protection – including all issues to do with energy – and sustainable economic 

development, which also includes legal advice. Germany is the second largest aid donor 

to P.R. China with some USD 470 million gross ODA annual averages for 2004 and 

2005. This constituted 4.6% of German gross ODA disbursements making China the 

biggest recipient of German official funding. 

Germany offers China assistance worth 43.17 million euros for 19 programs concerning 

new energy utilization, economic restructuring, training and employment promotion, 

legal cooperation and environmental protection, according to an agreement on 

technological cooperation signed in Beijing October 2007.  

The cooperation with the country focuses on climate and environmental protection, in 

particular in the field of renewable energy and energy efficiency. From a German policy 

perspective, China is no longer seen as just a recipient of "development assistance” and 

accordingly the cooperation has been adjusted over the past years, with the focus now 

being on climate protection and enhancing the rule of law through an increase in non-

ODA financial instruments. China is thus an example of a new form of strategic 

cooperation between Germany and major emerging economies, like India, Brazil or 

South Africa. The bulk of funds used by the German government is provided in the form 

of loans at near-market terms and conditions and is repaid by China.  

One of the German Governments most important development cooperation instruments 

is financial cooperation, which KfW Entwicklungsbank as part of the KfW 

Bankengruppe carries out on behalf of the German Ministry for Economic Cooperation 

and Development.  DEG of Germany is part of KfW Bankengruppe and specializes in 

financing investments by private enterprises operating in developing and industrialising 

countries. DEG supplements the short and medium-term financing offers made by 

commercial banks and other commercial finance institutions with long-term funds. In 

addition, it also provides scarce venture capital in the form of equity participation and 

mezzanine financing.  

DEG is one of the largest EDFI investors in P.R. China in volume terms with it’s Euro 

78.3 million commitment in 2006, of which Euro 62.748 were loans and Euro 15.468 

million were equity investments. These DEG commitments to P.R. China were second 

only to their Indonesia commitments of Euro 103.16 million. These loans are market 

based and reported as OOF, while the equity investments are reported as ODA. In 2006 
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BMZ budget funds and KfW funds for P.R. China were Euro 92.8 million and Euro 

301.7 million respectively.  

Within its portfolio DEG has established a PPP programme. Under the PPP Programme, 

investment-tied and pre-investment projects in developing and emerging-market 

countries including P.R. China  can be financed, e.g. in areas which achieve a 

developmental effect, such as 

√ environmental protection,  

√ qualification and advanced training,  

√ quality assurance,  

√ adjustment of products or processes to local conditions,  

√ health and safety at work.  

The PPP Programme is available to German and Western European enterprises If the 

projects are not required by law and cannot be realised, for example owing to risks and 

cost involved, co-financing under the PPP Programme may apply. The most important 

condition is the achievement of sustainable, positive developmental effects, which are 

clearly beyond the company’s scope. 

Independent of their size and industry, German and Western European companies are 

eligible for PPP projects if their good financial standing ensures the financial viability 

and sustainability of a project. A long-term business commitment in the target country is 

a prerequisite in this context. Up to EUR 200,000 can be provided for a project under 

the PPP Programme. The enterprise has to make an identical financial contribution or 

bear at least 50% of the project cost. The company is responsible for the realisation of 

the project in terms of both finance and manpower. DEG supports the enterprise 

throughout the duration of the PPP project by means of competent and country-specific 

consultancy services. 

With these business start-up programmes, DEG on behalf of the Federal Ministry for 

Economic Cooperation and Development offers advice and long-term loans to foreign 

specialists who have acquired professional experience or completed training in 

Germany to set up their own business abroad. DEG promotes people whose know-how 

can make a special contribution to developing a healthy economic structure in its 

partner countries. 

4.4 Sweden 

Sweden is as Norway a small donor to P.R. China in 2005 with USD 10 million, equal 

to SEK 75,071 million. Natural resources and the environment fields were the largest 

sector receiving around SEK 24 million in 2005 and in 2006. The health sector – where 

a lot of the challenges are environment related – received SEK 17 million in 2006, 

whereas support for trade, industry and the financial sector was almost doubled from 

SEK 5.3 million in 2005 to SEK 10.6 million in 2006. Most of the funding is managed 

by Sida, and they proactively identify areas of cooperation with China guided the by the 

country strategy. Most of the projects involve some form of institutional cooperation 

with public and private sector institutions in Sweden and in most cases they apply 

national competitive bidding (NCB) to identify the best qualified Swedish cooperating 

partners for service delivery to the projects.  
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The P.R. China investments of Swedfund of Sweden in 2006 were all in the form of 

equity investments and amounted to Euro 2.156 million. This amounts to only 3% 

Swedfunds’s overall investments. Swedfund has a broad spectrum of financial 

instruments. The focus is on owner-related capital in the form of shares and 

convertibles. They also offer loans with fixed interest rates, result-based loans and loan 

guarantees.  As of 2006 there are two ongoing project investments in China. 

4.5 Italy 

Foreign aid is the responsibility of the Ministry of Foreign Affairs in Italy. Italy reported 

USD 5.1 billion net ODA (Euro 4.1 billion) for 2005, of which 45% was bilateral aid. 

P.R. China received USD 52 million of this ODA, and was the third largest ODA 

recipient after Iraq and Nigeria. However, P.R. China was in second place in terms of 

Italian ODA commitments (Euro 107.6 million), but ended up much more modestly on 

the rankings with only Euro 7.6 million disbursed in 2005. 

In 2000 the Italian Ministry for the Environment, Land and Sea (IMELS) launched the 

Sino-Italian Cooperation Program for Environmental Protection together with the State 

Environmental Protection Administration of China (SEPA). The goal was to help China 

to improve her environment, support her sustainable development and promote the 

cooperation between enterprises of the two countries. In the following years, the Italian 

side has expanded the cooperation to other Chinese government bodies. 

Over the past six years, the Italian Ministry of Environment and Territory (IMET) has 

implemented 57 projects in China in collaboration with the Chinese Government 

departments, universities, research institutes and enterprises. Through pilot projects, 

cooperative research and environmental protection capacity building, it covered a 

number of fields in the sustainable development. (1) Energy Efficiency, Clean Energy 

& Renewable Energy; (2) Assist China to implement international conventions about 

the environment; (3) Air Monitoring; (4) Urban Sustainable Development & Eco-

building; (5) Waste Recycle; (6) Sustainable Transportation; (7) Integrated Management 

on Water Resources; (8) Eco Conservation & Sand Control; (9) Sustainable Agriculture; 

(10) Capacity Building for Environmental Protection. 

The technologies and approaches adopted in the pilot projects are more advanced than 

the ones presently used in China or in Italy. The cooperation has thus become a 

laboratory where Italy and China can develop or upgrade new environmental protocols. 

The investment in the pilot projects accounts for 75% of the Sino-Italian Cooperation 

Program for Environmental Protection.  

Cooperative research is another important part of the Sino-Italian Cooperation Program. 

It includes a study for the research program and its commercial feasibility. This research 

analyzes Chinese environmental situations and their impact on the various aspects of the 

social and economic development. Its goal is to provide suggestions and solutions for 

China’s environmental problems.  

The commercial feasibility study program seeks to demonstrate the feasibility of 

introducing to China advanced environmental technologies, approaches and 

equipments; while the feasibility studies for technology transfer under CDM, pave the 

way for disseminating technology and sustainable applications in China.  
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Capacity Building co-sponsors international conferences and large-scale training 

programs. IMET promotes international experiences, ideas and management 

approaches, to strengthen the comprehensive capability of the related staff. They serve 

in the Chinese government, institutions, media and NGOs. In particular they come from 

the environmental administration.  

Up to now, the Program had a total investment of 190 million Euros approximately. Of 

this, 108 million Euros has been contributed by IMET through direct grants and the use 

of the Trust Funds established at the World Bank and Multilateral Funds. Italian 

businesses, which joined the program, have pooled in 25 million Euros. 

The Sino-Italian Program is the broadest in scope of cooperation, in participating 

institutions and the longest lasting among other international environmental protection 

projects in China.   

IMET has cooperation program for energy and environment protection with China’s 

Ministry of Science and Technology (MOST) managed by a Sino-Italian Facility (SIF), 

making Euro 20 million of Italian financing available, first of all for project activities 

(feasibility studies and pilot projects) related to the Clean Development Mechanism 

(CDM). IMET has committed the funds and MOST acts as administrator of the relevant 

account. 

Funds are released for project financing of Italian technologies based projects  based 

upon the outcome of an open Italian tender process following Italian tender procedures. 

The State Environmental Protection Administration of China (SEPA) and IMET have 

together established a Joint Program Management Office, based in Beijing, coordinated 

by the Italian Trade Commission, staffed by an innovative working team of Sino-Italian 

experts. The Office is the "permanent sino-italian environmental protection window" on 

China to promote co-operation in the energy and environment sectors between public 

agencies and private companies. The Program Management Office is developing a wide 

range of pilot projects and feasibility studies and will support applications of several 

technologies for commercial deployment in China in several   fields of environmental 

protection and clean energy. Seven projects have been concluded and 23 are ongoing. 

The funds provided are from non-ODA resources (regular state budget resources of 

Italy). . 

Simest of Italy is the development finance institution supporting and promoting the 

activities of Italian companies abroad, including investments. It was set up as a limited 

company in 1991, and is controlled by the Ministry of International Trade (MIT). It 

acquires up to 25% of the equity capital of foreign firms in eligible countries, or set up 

joint ventures with local partners, and gives the Italian company making the investment 

access to interest rate support for loans granted to finance its equity interest in the 

foreign company. It runs the Venture Capital Fund of the MIT for the international 

promotion of Italian company investments. It is Italy’s primary institution for Italian 

businesses operating abroad, managing all major public financial instruments 

supporting the internationalization of Italian firms. It has private sector shareholders. 

It has the largest P.R. China portfolio share (21%) of all the EDFIs. All of it’s Euro 31.1 

million were in the form of equities and quasi equities in 2006. Euro 14.1 million were 
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approved for investments in foreign companies in P.R. China, whereas Euro 12.5 

million of equity investments on 14 projects were approved by the China Venture 

Capital Fund. It is reasonable to assume that the equity investments in ODA-eligible 

countries such as P.R. China are ODA reported as is the case for all the other EDFI’s 

equity investments.   

Of the 43 current investments in China, 50% are in engineering companies of which 

several are related to energy and environmental technology.   

4.6 Norway and China 

Out of Norway’s NOK 11.9 billion ODA globally in 2005, NOK 3.25 billion was 

disbursed for Asian countries. P.R. China received NOK 89 million, equal to less than 

1% of total Norwegian ODA, and 3% of Norwegian ODA to Asian countries. The 

Norwegian ODA disbursements to P.R. China have remained relatively stable around 

this amount since year 2000 with no discernible trend.  

The long-term bilateral aid financed over the regional allocation amounted to NOK 18.5 

million and financed primarily institutional environment cooperation  The rest is used 

for activities by Norwegian NGOs, research cooperation, economic sector development 

and human rights dialogue   

Since 2005, the Norwegian Embassy in Beijing has prepared and implemented a 

strategy to make the bilateral cooperation more effective and efficient, focusing more 

specifically on (a) environment issues and (b) human rights dialogue. 

Norfund is the other main source of official funding from Norway to China.  

The China Environment Fund is the first investment fund in China dedicated to the 

environmental sector, which is one of the two investments Norfund is engaged in China. 

Together with the Netherlands Development Finance Company (FMO), the Asian 

Development Bank and a number of private investors, Norfund has contributed USD 3 

million in equity to this USD 30 million initiative. The private Less group,  based in 

Hong Kong, is lead investor. Norfund's investment in the fund was committed in 2005.  

The fund manager collaborates with Tsinghua University, the leading technical 

university in China, to identify companies involved with environmental technology. 

This is a fast-growing field both in China and globally. So far, the fund has invested in 

two companies engaged with solar energy.  

In cooperation with the IFC, the SEAF established a local venture fund in 2000 

dedicated to investing in small and medium-sized enterprises in this region. The fund 

has a total capital base of more than USD 20 million. Norfund has contributed USD 3 

million, while New York Life Insurance is the largest investor with a capital 

contribution of USD 9 million. 

4.7 Samples of other relevant Norwegian initiatives for bilateral 
cooperation   

Norfund is one of the two joint venture partners in SN Power, a growing international 

hydropower company serving as a developer and operator of hydropower projects in 

emerging markets. SN Power draws its expertise from Norway and their core staffs 

includes experienced Norwegian hydropower engineers as well as staff with broad 
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international backgrounds in energy, infrastructure, manufacturing industries and 

corporate finance. As of yet however, SN Power has not made any investments in 

China. 

Norway has been practicing major non-ODA grants for environment activities for a long 

time. As early as 1991, the Government of Norway established a “Særskilt 

Bevilgningsfullmakt” on the budget of the Ministry of Environment (MD) of NOK 300 

million earmarked for actions targeting investments in technologies that would reduce 

the damaging pollutant emissions from Norilsk nickel in North West Russia. So far only 

10% of this budget allocation has been disbursed however due to lack of eligible 

projects. 

Several initiatives are established for promotion of cooperation between Norway, Russia 

and the Baltic States as well as Ukraine, Georgia, Armenia, Azerbaijan, Kazakhstan, 

Uzbekistan, Kirgizstan, Tadzhikistan, Turkmenistan, Bulgaria, Romania, Moldova, 

Croatia, Serbia Montenegro, Bosnia-Herzegovina, Macedonia and Albania. Although 

established in the mid 90’s so far only few projects have materialised. One reason may 

be due to the required high level of cost sharing by the partners, i.e. the assumed risk is 

considered to high given the investment climate in the region.  

In addition to the above mentioned investment funds, Innovation Norway also manages 

a Consultancy Fund for targeting the same area. This fund may finance pre-project 

planning and preparatory work for equity investments. 

The Barents Cooperation was organised on 11 January 1993. The Ministers of Foreign 

Affairs from the member countries Norway, Sweden, Russia and Finland, and 

representatives from the regional level signed the Organisation Agreements for the 

Barents Council (minister level) and the Regional Council (regional level). The 

cooperation is managed by the Norwegian Barents Secretariat in Kirkenes organised as 

an inter-municipal company, owned by the three northernmost Norwegian counties. 

The primary objective of the Barents Cooperation is to stimulate regional collaboration 

within selected areas of priority to create a common identity and contribute towards a 

better economic and social development. Five criteria govern the arrangement and 

implementation of the projects that receive support from the Barents Secretariat of 

which environmental considerations are one.   

The funds are granted for project collaboration within five areas of priority of which 

among them Industrial and commercial development and Environment. Funds are 

provided for Pre-projects/feasibility studies, smaller scale projects, network building, 

transfer/exchange of competence and Russian/Norwegian participation at meetings and 

conferences. 

The Norwegian Ministry of Foreign Affairs has placed regional funds at the disposal of 

the Barents Secretariat. The Secretariat gives financial support to the Norwegian-

Russian Joint Venture Project in the Barents Region, or to Norwegian and Russian 

participation in multilateral projects in the region. 

There is  no maximum limit for how much money can be given to each project nor any 

required equity participation by the applicant, but the amount of support seldom exceeds 

NOK 500,000.   

The Nordic countries allocates considerable amounts for various environmental cleanup 
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actions (e.g. water and sanitation cleanup investments) in transition economies around 

the Baltic Sea channelled as project financing through the Nordic Investment Bank.  

As a non-EU member, Norway is committed through the EEA-agreement to spend 

approximately NOK 11 billion i grants through the Financial Mechanism Office (FMO) 

in Bruxelles, to finance appraisals and investment projects /upgrading of cultural and 

environmentally valuable sites in the less endowed EU member countries. 

Through the EEA Financial Mechanism, the three EEA states Iceland, Liechtenstein and 

Norway make a total €600 million available to the 10 countries that joined the EU and 

the EEA in May 2004, as well as to Greece, Portugal and Spain. Through the 

Norwegian Financial Mechanism, Norway makes an additional €567 million available 

to the 10 countries that joined the EU and the EEA in 2004.  

Both mechanisms run over a five-year period until 2009. Norway, as the largest of the 

three donors, will contribute with close to €1.14 billion. The EEA Financial Mechanism 

will also make available €72 million to Bulgaria and Romania, which joined the EEA in 

2007, over a two-year period until 2009, while Norway will contribute an additional €68 

million to the two new EEA members over the same period through bilateral 

cooperation programmes. 

More than 40 block grants or ‘funds’ has been established under the EEA Grants and 

Norway Grants. The funds are managed by national intermediaries to reflect the 

individual needs and requirements in each beneficiary state. Research funds with a total 

value of around €21 million as grants are provided to research communities in seven 

beneficiary states.  The different funds offered by the EEA Grants and Norway Grants 

also include specific seed money funds supporting promising ideas to develop into 

fully-fledged project applications to be submitted in ordinary calls for proposals, 

regional development funds, technical expert exchange funds, and specific childcare 

and healthcare funds. 

Project proposals are submitted for a wide range of priority sectors public and private 

sector institutions/ companies, such as: 

√ Central, regional and local authorities 

√ Education/research institutions 

√ Environmental bodies 

√ Voluntary and community organisations 

√ Public-private partnerships 

 

4.8  Selected other relevant initiatives of European countries 

A number of European countries support international energy collaboration projects among 

the private sector, universities, non-governmental organizations (NGOs). Not only do these 

organizations conduct much of actual work of international energy collaboration, but these 

projects foster significantly greater understanding within civil society across borders about 

the nature of energy problems and ideas for creative solutions.  

Although some governments (especially the European Union and Japan) offer significant 

levels of support for these kinds of activities, they are often tying their to efforts to expand 
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markets for their private industry. Promotion of public-private partnerships in this realm can 

reinforce the goals of both government and industry.  

The Greenhouse Gas Technology Information Exchange (GREENTIE) was formed by the 

International Energy Agency in October 1993, and its aim is to identify greenhouse gas 

mitigation technologies that could be deployed internationally, and then publicize the 

availability of these technological options. Currently 19 countries participate in this 

collaboration. GREENTIE’s main product is a directory of information about suppliers of 

products, technologies, and information related to the mitigation of greenhouse gases.  

 

The Carbon Sequestration Leadership Forum is an ongoing international climate change 

initiative that is focusing on development of carbon capture and storage technologies as a 

means to accomplishing long-term stabilization of greenhouse gas levels in the atmosphere. 

This initiative is designed to improve carbon capture and storage technologies through 

coordinated research and development with international partners and private industry.  

ITER is an international research collaboration to develop fusion nuclear power. This 

collaboration includes scientists and engineers from China, Europe, Japan, Korea, Russia, 

and the United States. According to ITER, its mission is to, “demonstrate the scientific and 

technological feasibility of fusion energy for peaceful purposes.” It plans to demonstrate 

essential fusion energy technologies in a system integrating the appropriate physics and 

technology, and test key elements required to use fusion as a practical energy source. ITER 

also aims to eventually demonstrate fusion power in an actual power plant.  

The International Partnership for a Hydrogen Economy (IPHE) was initiated by the United 

States in 2003 to focus on the development of hydrogen-powered vehicles. Because a 

hydrogen-based energy system would require a world-wide infrastructure for the 

production, storage, transportation, distribution, and use of hydrogen, it makes sense to 

conduct research, development, and demonstration activities in a multilateral setting.  

In 1990, energy-efficiency centres in the centrally-planned economies of the former Soviet 

Union and China was created. The canters were each provided with three years of funding 

by the U.S. government, European governments, World Wildlife Fund, the MacArthur 

Foundation, and the C.S. Mott Foundation, staffed with in-country experts, and required to 

become self-financing after three years. The centres provide policy analysis for reform and 

efficiency, business development through market conditioning and assistance to private 

firms, training in finance and demonstrations of new technologies, and public education and 

outreach.  
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ANNEX 1 - TERMS OF REFERENCE 
1. Background 

A recent review of environmental development cooperation from 1996 – 2005 between 

Norway and China revealed that Norway has first and foremost managed the 

cooperation as “development assistance” to China, as reflected by the fact that the 

Norwegian aid administration has been given a prominent role in decision making, and 

the funding has entirely been sourced from the aid budget.  This is in contrast to several 

other OECD countries that applied regular state funding for cross border cooperation 

(both commercial and institutional cooperation) not limited by a desire to have all 

funding classified as Official Development Assistance (ODA).  

Another important finding compared to other OECD countries was that the funding 

allocated for projects and partnerships promoted by Norway have been too short term. 

Successfully established partnerships with e.g. Norwegian consultants/researchers/-

companies appeared to be substituted with new partnerships, increasingly with 

Norwegian state institutions, with the risk of losing the value invested in the initial 

partnerships which have contributed to an overall successful outcome of ten years of 

cooperation. Building trust and efficient partnerships takes time and to fully reap the 

benefit requires many years of sustained cooperation beyond the 3-4 years each project 

is allocated funding.  

The Norwegian Government has stated that it is prepared to contribute to solve the 

environment and energy challenges P. R. China is facing. The recent new Norwegian 

Government’s  China Strategy the Norwegian Prime Minister’s visit to P.R. China in 

March 2007, the renewable energy MoU signed in the autumn of 2006 between the two 

countries (OED and NDRC), and the expected signing of a climate agreement between 

the two countries (probably a MoU on oil and gas is forthcoming). Under this 

comprehensive umbrella Innovation Norway seeks to identify the need for possible 

changes in financial instruments directed towards facilitating the implementation of 

such cooperation. These financial instruments shall promote commercial cooperation 

contributing to technology transfer of relevance to solving the environment and energy 

challenges facing P.R. China.  

Following the above findings, Innovation Norway, wishes to commission a study to 

map out what financial mechanisms other OECD countries apply to promote 

commercial cooperation between respective country and China, in particular as 

concerns public funding mechanisms which are not necessarily restricted by the ODA 

criterion guiding the aid budgets. This is based on the recognition that Norway may 

have had a too restrictive approach in promoting successful long term cooperation 

compared to other OECD countries. Since the main focus of Norwegian cooperation 

supported by public funding focus on cooperation in the field of environment and 

energy the study should focus on public financial mechanisms applied for promotion of 

commercial cooperation related to these two sectors.  

 

2. Objective 

To map public funding mechanisms applied by selected OECD countries in promotion 

of commercial cooperation between them and China. The study should focus on a 
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sample of OECD countries namely Germany, Denmark, Sweden and Italy and their 

application of public funding mechanisms not limited by their aid budget.  

Based on the above, assess what changes in existing or additional funding arrangements 

that may be considered by Norway for promotion of the above. 

 

3. Scope of work 

The study will be conducted as a desk study with collection of documentation from 

relevant agencies of sample OECD countries as well as data collection from existing 

international data bases (like OECD online, World Bank and national databases of 

respective OECD countries).  The tasks performed should include but not necessarily be 

limited to: 

Provide an overview of financial instruments promoting commercial/quasi commercial 

(“institutional”) cooperation by the sample countries and China as well as with other 

transitional countries (like Thailand, Vietnam, etc.) to assess if the findings related to 

China in the above review is related to cooperation with other countries as well.  

Review of documentation presenting financial mechanisms and instruments applied by 

the above countries in promoting commercial/quasi commercial (“institutional”) 

cooperation between the respective OECD country and China. This review may also 

include relevant information related to cooperation between these OECD countries and 

other countries than China.  

Review of documentation presenting financial mechanisms and instruments applied by 

Norway in promoting the same between Norway and non-ODA eligible countries like 

the transitional countries in Europe and/or elsewhere.  

Based on the above, make recommendations on what changes may be required in 

existing or what additional funding arrangements that may be considered by Norway for 

promotion of future cooperation with China, in particular in the area of energy and 

environment. 

 

4. Reporting 

The findings of the above are to be presented in a report in English language submitted 

to Innovation Norway Beijing by email in PDF format. The report is due 5 November 

2007. 

 


