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Today, mostly sunny, cold. High
29. Tonight, clear to partly cloudy,
cold. Low 22. Tomorrow, mostly
sunny, not as cold. High 36. Weath-
er map, SportsSunday, Page 12.
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Late Edition

By DAVID E. SANGER
and ERIC SCHMITT

WASHINGTON — The Obama
administration is accelerating the
deployment of new defenses
against possible Iranian missile
attacks in the Persian Gulf, plac-
ing special ships off the Iranian
coast and antimissile systems in
at least four Arab countries, ac-
cording to administration and
military officials.

The deployments come at a
critical turning point in President
Obama’s dealings with Iran. Af-
ter months of unsuccessful diplo-
matic outreach, the administra-
tion is trying to win broad in-
ternational consensus for sanc-
tions against the Iranian Revolu-
tionary Guards Corps, which
Western nations say control a
covert nuclear arms program. 

Mr. Obama spoke of the shift in
his State of the Union address,
warning of “consequences” if
Iran continued to defy United Na-
tions demands to stop manufac-
turing nuclear fuel. And Secre-
tary of State Hillary Rodham
Clinton publicly warned China on
Friday that its opposition to sanc-
tions was shortsighted. 

The news that the United
States is deploying antimissile
defenses — including a rare pub-
lic discussion of them by Gen. Da-
vid H. Petraeus — appears to be
part of a coordinated administra-
tion strategy to increase pressure
on Iran.

The deployments are also part-
ly intended to counter the im-
pression that Iran is fast becom-
ing the most powerful military
force in the Middle East, to fore-
stall any Iranian escalation of its 
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By KEITH BRADSHER

TIANJIN, China — China
vaulted past competitors in Den-
mark, Germany, Spain and the
United States last year to become
the world’s largest maker of wind
turbines, and is poised to expand
even further this year.

China has also leapfrogged the
West in the last two years to
emerge as the world’s largest
manufacturer of solar panels.
And the country is pushing
equally hard to build nuclear re-
actors and the most efficient
types of coal power plants.

These efforts to dominate re-
newable energy technologies
raise the prospect that the West
may someday trade its depend-
ence on oil from the Mideast for a
reliance on solar panels, wind
turbines and other gear manufac-
tured in China.

“Most of the energy equipment
will carry a brass plate, ‘Made in
China,’” said K. K. Chan, the chief
executive of Nature Elements
Capital, a private equity fund in
Beijing that focuses on renew-
able energy.

President Obama, in his State 
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As China takes the lead on wind turbines, above, and solar panels, President Obama is calling for American industry to step up.
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China Leading
Race to Make

Clean Energy

By ADAM NAGOURNEY

HONOLULU — Republican
leaders burst into applause here
the other day as their luncheon
speaker, Gov. Linda Lingle of Ha-
waii, shared the latest analysis
by a Washington Congressional
handicapper: The way things are
heading, she read, “you can
count on the Democratic majority
in the House being toast this fall.”

But as the Republican National
Committee ended its winter
meeting here on Saturday, party
leaders, if jubilant over a string of
election victories and declining
support for President Obama,
were also questioning whether
they could take full advantage of
the opening Democrats had
handed them.

At a moment of what appears
to be great if unexpected oppor-
tunity, the Republican Party con-
tinues to struggle with disputes
over ideology and tactics, as well
as what party leaders say is an
absence of strong figures to lead
it back to power, from the party
chairman to prospective presi-
dential candidates. 

From a sunny perch 5,000
miles from chilly Washington, the
party leaders watched Republi-
can members of Congress try to
keep their balance as Mr. Obama
sought to reclaim the mantle of
reasonable bipartisanship in his
State of the Union address on
Wednesday night and his re-
markable public debate in Balti-
more with House members on
Friday. 

At stake, they knew, was the
heart of the strategy they had
pursued for the last year and had
intended to carry into the mid-
term elections: remaining unified
to block the White House at ev-
ery turn, rallying the conserva-
tive base but leaving Republicans
vulnerable to being portrayed as
the obstructionist party of no.

“We have the wind at our 

Continued on Page 24

POLITICAL MEMO

As the G.O.P.
Hits Its Stride,

Pitfalls Await

Behind the Jubilation,
Rifts Over the Future

By PATRICK HEALY

For the big Broadway musical,
surviving the recession often
means that the sets are rarely
stars anymore. 

You don’t hear many audible
gasps these days when the cur-
tain rises, or when scenery trans-
forms to reveal a theatrical vi-
sion.

Not like the oohs and ahhs of
audiences at Rodgers and Ham-
merstein musicals like “The King
and I” in the 1950s, Stephen Sond-
heim and Hal Prince productions
like “Follies” and “Sweeney
Todd” in the ’70s, or later specta-
cles like “Starlight Express,” with
its roller-skating apparatus, and

“Miss Saigon,” with its helicopter
— neither of which, to be sure,
was for everyone.

Instead, this season on Broad-
way some theatergoers and crit-
ics have been asking whether
musicals have become increas-
ingly cost-conscious with their
visual artistry, and with mixed
results.

The four major musical reviv-
als so far this season — “Bye Bye
Birdie,” “Finian’s Rainbow,”
“Ragtime” and “A Little Night
Music” — were panned in some
quarters for stage design that
seemed thinly conceived or even
flimsy. 

Even the most commercially
successful recent productions of
musicals — “Billy Elliot: The Mu-

sical,” “Hair” and “West Side
Story” — lean to the stripped-
down, partly in hopes of high-
lighting the choreography and
plot. 

The drift toward smaller-is-bet-
ter Broadway musicals will con-
tinue to be scrutinized through
the spring, as producers and di-
rectors weigh whether scaled-
down productions like “Hair,”
which recouped its $5.8 million
capitalization in five months, are
a smarter way to go in this econ-
omy than extravaganzas like
“Spider-man: Turn Off the Dark,”
which delayed its February pre-
views because of difficulty rais-
ing money for its estimated budg-
et of $50 million. 

On New, Spare Broadway, Less Scenery to Chew
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David Alvarez in “Billy Elliot: The Musical.” Some of the show’s
dance scenes involve no more than a chair or an empty stage.Continued on Page 4

By JIM RUTENBERG
and CAMPBELL ROBERTSON

James O’Keefe III, the guer-
rilla videographer, advised
conservative students this
month that they needed to
start taking more risks. 

“The more you put yourself
out there and you take those
calculated risks,” he told the
Web site CampusReform.org,
which works to foster con-
servative activism on college
campuses, “you’re actually go-
ing to get opportunities.”

Just days later, Mr. O’Keefe,
25, took his own advice, but did
not get quite the opportunity
he expected. 

He and three other men —
including a 24-year-old associ-

ate, Joseph Basel, who was in-
terviewed alongside Mr.
O’Keefe by the Web site —
were arrested and charged
with a federal felony, accused
of seeking to tamper with the
office telephone system of Sen-
ator Mary L. Landrieu, Demo-
crat of Louisiana. Two of them
were impersonating repairmen
in the senator’s New Orleans
office and were caught after
being asked for identification.

Mr. O’Keefe said Friday that
the four men had been trying
to determine whether Ms. Lan-
drieu was avoiding constituent
complaints about the Senate
health care bill after her phone
system was jammed in Decem-
ber. (Her office said no calls

had been intentionally avoid-
ed.) On reflection, he said in a
statement, “I could have used a
different approach to this in-
vestigation.”

But that approach was pre-
cisely the kind that he and oth-
ers have been perfecting for
years, a kind of gonzo journal-
ism or a conservative version
of “Candid Camera.” 

Those methods took root on
college campuses in the latter
half of George W. Bush’s presi-
dency, fostered by a group of
men and women in their late
teens and early 20s with a taste
for showmanship and a shared
sense of political alienation — a

From High Jinks to Handcuffs
A Provocative Conservative Movement Born on Campus

James O’Keefe Stan Dai Joseph Basel Robert Flanagan
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By ROBERT D. McFADDEN and KAREN ZRAICK

Five people were killed, a baby
was dropped from a third-floor
window and suffered a fractured
skull, and firefighters were
forced to retreat from an interior
collapse early on Saturday as a
suspicious fire driven by howling

winds off Gravesend Bay roared
through a crowded tenement in
Brooklyn.

In an interview after the fire,
the father of the infant, a girl, told
of dropping her to the street in a
bassinet to escape the advancing
flames, of lowering his small son
to a neighbor and of frantically
trying to save his wife, who died
in the flames after her hand
slipped from his as a fire ladder
swayed under him.

“It was tremendous, the heat
and smoke,” the father, Miguel
Chan, said on Saturday. “She said
to me, ‘Take care of the children.’
I said to the firefighters, ‘Please,
my wife is inside!’ They tried, but
it was too late.” 

On a bitterly cold morning,
firefighters reached the blaze, at
2033 86th Street near Bay 25th
Street in Bensonhurst, shortly af-
ter 2:30 a.m. and found residents
hanging out of windows and the
three-story building engulfed in
flames. The blaze had caused the
stairway leading to two floors of
apartments above a Japanese
restaurant to collapse.

The fire commissioner, Salva-

5 Are Killed and 16 Injured 
In a Suspicious Brooklyn Fire
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By DAVID E. SANGER
and ERIC SCHMITT

WASHINGTON — The Obama
administration is accelerating the
deployment of new defenses
against possible Iranian missile
attacks in the Persian Gulf, plac-
ing special ships off the Iranian
coast and antimissile systems in
at least four Arab countries, ac-
cording to administration and
military officials.

The deployments come at a
critical turning point in President
Obama’s dealings with Iran. Af-
ter months of unsuccessful diplo-
matic outreach, the administra-
tion is trying to win broad in-
ternational consensus for sanc-
tions against the Iranian Revolu-
tionary Guards Corps, which
Western nations say control a
covert nuclear arms program. 

Mr. Obama spoke of the shift in
his State of the Union address,
warning of “consequences” if
Iran continued to defy United Na-
tions demands to stop manufac-
turing nuclear fuel. And Secre-
tary of State Hillary Rodham
Clinton publicly warned China on
Friday that its opposition to sanc-
tions was shortsighted. 

The news that the United
States is deploying antimissile
defenses — including a rare pub-
lic discussion of them by Gen. Da-
vid H. Petraeus — appears to be
part of a coordinated administra-
tion strategy to increase pressure
on Iran.

The deployments are also part-
ly intended to counter the im-
pression that Iran is fast becom-
ing the most powerful military
force in the Middle East, to fore-
stall any Iranian escalation of its 
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By KEITH BRADSHER

TIANJIN, China — China
vaulted past competitors in Den-
mark, Germany, Spain and the
United States last year to become
the world’s largest maker of wind
turbines, and is poised to expand
even further this year.

China has also leapfrogged the
West in the last two years to
emerge as the world’s largest
manufacturer of solar panels.
And the country is pushing
equally hard to build nuclear re-
actors and the most efficient
types of coal power plants.

These efforts to dominate re-
newable energy technologies
raise the prospect that the West
may someday trade its depend-
ence on oil from the Mideast for a
reliance on solar panels, wind
turbines and other gear manufac-
tured in China.

“Most of the energy equipment
will carry a brass plate, ‘Made in
China,’” said K. K. Chan, the chief
executive of Nature Elements
Capital, a private equity fund in
Beijing that focuses on renew-
able energy.

President Obama, in his State 
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As China takes the lead on wind turbines, above, and solar panels, President Obama is calling for American industry to step up.
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By ADAM NAGOURNEY

HONOLULU — Republican
leaders burst into applause here
the other day as their luncheon
speaker, Gov. Linda Lingle of Ha-
waii, shared the latest analysis
by a Washington Congressional
handicapper: The way things are
heading, she read, “you can
count on the Democratic majority
in the House being toast this fall.”

But as the Republican National
Committee ended its winter
meeting here on Saturday, party
leaders, if jubilant over a string of
election victories and declining
support for President Obama,
were also questioning whether
they could take full advantage of
the opening Democrats had
handed them.

At a moment of what appears
to be great if unexpected oppor-
tunity, the Republican Party con-
tinues to struggle with disputes
over ideology and tactics, as well
as what party leaders say is an
absence of strong figures to lead
it back to power, from the party
chairman to prospective presi-
dential candidates. 

From a sunny perch 5,000
miles from chilly Washington, the
party leaders watched Republi-
can members of Congress try to
keep their balance as Mr. Obama
sought to reclaim the mantle of
reasonable bipartisanship in his
State of the Union address on
Wednesday night and his re-
markable public debate in Balti-
more with House members on
Friday. 

At stake, they knew, was the
heart of the strategy they had
pursued for the last year and had
intended to carry into the mid-
term elections: remaining unified
to block the White House at ev-
ery turn, rallying the conserva-
tive base but leaving Republicans
vulnerable to being portrayed as
the obstructionist party of no.

“We have the wind at our 
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By PATRICK HEALY

For the big Broadway musical,
surviving the recession often
means that the sets are rarely
stars anymore. 

You don’t hear many audible
gasps these days when the cur-
tain rises, or when scenery trans-
forms to reveal a theatrical vi-
sion.

Not like the oohs and ahhs of
audiences at Rodgers and Ham-
merstein musicals like “The King
and I” in the 1950s, Stephen Sond-
heim and Hal Prince productions
like “Follies” and “Sweeney
Todd” in the ’70s, or later specta-
cles like “Starlight Express,” with
its roller-skating apparatus, and

“Miss Saigon,” with its helicopter
— neither of which, to be sure,
was for everyone.

Instead, this season on Broad-
way some theatergoers and crit-
ics have been asking whether
musicals have become increas-
ingly cost-conscious with their
visual artistry, and with mixed
results.

The four major musical reviv-
als so far this season — “Bye Bye
Birdie,” “Finian’s Rainbow,”
“Ragtime” and “A Little Night
Music” — were panned in some
quarters for stage design that
seemed thinly conceived or even
flimsy. 

Even the most commercially
successful recent productions of
musicals — “Billy Elliot: The Mu-

sical,” “Hair” and “West Side
Story” — lean to the stripped-
down, partly in hopes of high-
lighting the choreography and
plot. 

The drift toward smaller-is-bet-
ter Broadway musicals will con-
tinue to be scrutinized through
the spring, as producers and di-
rectors weigh whether scaled-
down productions like “Hair,”
which recouped its $5.8 million
capitalization in five months, are
a smarter way to go in this econ-
omy than extravaganzas like
“Spider-man: Turn Off the Dark,”
which delayed its February pre-
views because of difficulty rais-
ing money for its estimated budg-
et of $50 million. 

On New, Spare Broadway, Less Scenery to Chew
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David Alvarez in “Billy Elliot: The Musical.” Some of the show’s
dance scenes involve no more than a chair or an empty stage.Continued on Page 4

By JIM RUTENBERG
and CAMPBELL ROBERTSON

James O’Keefe III, the guer-
rilla videographer, advised
conservative students this
month that they needed to
start taking more risks. 

“The more you put yourself
out there and you take those
calculated risks,” he told the
Web site CampusReform.org,
which works to foster con-
servative activism on college
campuses, “you’re actually go-
ing to get opportunities.”

Just days later, Mr. O’Keefe,
25, took his own advice, but did
not get quite the opportunity
he expected. 

He and three other men —
including a 24-year-old associ-

ate, Joseph Basel, who was in-
terviewed alongside Mr.
O’Keefe by the Web site —
were arrested and charged
with a federal felony, accused
of seeking to tamper with the
office telephone system of Sen-
ator Mary L. Landrieu, Demo-
crat of Louisiana. Two of them
were impersonating repairmen
in the senator’s New Orleans
office and were caught after
being asked for identification.

Mr. O’Keefe said Friday that
the four men had been trying
to determine whether Ms. Lan-
drieu was avoiding constituent
complaints about the Senate
health care bill after her phone
system was jammed in Decem-
ber. (Her office said no calls

had been intentionally avoid-
ed.) On reflection, he said in a
statement, “I could have used a
different approach to this in-
vestigation.”

But that approach was pre-
cisely the kind that he and oth-
ers have been perfecting for
years, a kind of gonzo journal-
ism or a conservative version
of “Candid Camera.” 

Those methods took root on
college campuses in the latter
half of George W. Bush’s presi-
dency, fostered by a group of
men and women in their late
teens and early 20s with a taste
for showmanship and a shared
sense of political alienation — a

From High Jinks to Handcuffs
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By ROBERT D. McFADDEN and KAREN ZRAICK

Five people were killed, a baby
was dropped from a third-floor
window and suffered a fractured
skull, and firefighters were
forced to retreat from an interior
collapse early on Saturday as a
suspicious fire driven by howling

winds off Gravesend Bay roared
through a crowded tenement in
Brooklyn.

In an interview after the fire,
the father of the infant, a girl, told
of dropping her to the street in a
bassinet to escape the advancing
flames, of lowering his small son
to a neighbor and of frantically
trying to save his wife, who died
in the flames after her hand
slipped from his as a fire ladder
swayed under him.

“It was tremendous, the heat
and smoke,” the father, Miguel
Chan, said on Saturday. “She said
to me, ‘Take care of the children.’
I said to the firefighters, ‘Please,
my wife is inside!’ They tried, but
it was too late.” 

On a bitterly cold morning,
firefighters reached the blaze, at
2033 86th Street near Bay 25th
Street in Bensonhurst, shortly af-
ter 2:30 a.m. and found residents
hanging out of windows and the
three-story building engulfed in
flames. The blaze had caused the
stairway leading to two floors of
apartments above a Japanese
restaurant to collapse.

The fire commissioner, Salva-

5 Are Killed and 16 Injured 
In a Suspicious Brooklyn Fire
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of the Union speech last week,
sounded an alarm that the United
States was falling behind other
countries, especially China, on
energy. “I do not accept a future
where the jobs and industries of
tomorrow take root beyond our
borders — and I know you don’t
either,” he told Congress.

The United States and other
countries are offering incentives
to develop their own renewable
energy industries, and Mr. Oba-
ma called for redoubling Ameri-
can efforts. Yet many Western
and Chinese executives expect
China to prevail in the energy-
technology race.

Multinational corporations are
responding to the rapid growth of
China’s market by building big,
state-of-the-art factories in Chi-
na. Vestas of Denmark has just
erected the world’s biggest wind
turbine manufacturing complex
here in northeastern China, and
transferred the technology to
build the latest electronic con-
trols and generators.

“You have to move fast with
the market,” said Jens Tomme-
rup, the president of Vestas Chi-
na. “Nobody has ever seen such
fast development in a wind mar-
ket.”

Renewable energy industries
here are adding jobs rapidly,
reaching 1.12 million in 2008 and
climbing by 100,000 a year, ac-
cording to the government-
backed Chinese Renewable Ener-
gy Industries Association. 

Yet renewable energy may be
doing more for China’s economy
than for the environment. Total
power generation in China is on
track to pass the United States in
2012 — and most of the added ca-
pacity will still be from coal.

China intends for wind, solar
and biomass energy to represent
8 percent of its electricity genera-
tion capacity by 2020. That com-
pares with less than 4 percent
now in China and the United
States. Coal will still represent
two-thirds of China’s capacity in
2020, and nuclear and hydropow-

er most of the rest.
As China seeks to dominate en-

ergy-equipment exports, it has
the advantage of being the
world’s largest market for power
equipment. The government
spends heavily to upgrade the
electricity grid, committing $45
billion in 2009 alone. State-owned
banks provide generous financ-
ing. 

China’s top leaders are in-
tensely focused on energy policy:
on Wednesday, the government
announced the creation of a Na-
tional Energy Commission com-
posed of cabinet ministers as a
“superministry” led by Prime
Minister Wen Jiabao himself. 

Regulators have set mandates
for power generation companies
to use more renewable energy.
Generous subsidies for consum-
ers to install their own solar pan-
els or solar water heaters have
produced flurries of activity on
rooftops across China.

China’s biggest advantage may
be its domestic demand for elec-
tricity, rising 15 percent a year. To
meet demand in the coming dec-
ade, according to statistics from

the International Energy Agen-
cy, China will need to add nearly
nine times as much electricity
generation capacity as the United
States will.

So while Americans are used to
thinking of themselves as having
the world’s largest market in
many industries, China’s market

for power equipment dwarfs that
of the United States, even though
the American market is more ma-
ture. That means Chinese pro-
ducers enjoy enormous efficien-
cies from large-scale production.

In the United States, power
companies frequently face a
choice between buying renew-
able energy equipment or con-
tinuing to operate fossil-fuel-fired
power plants that have already

been built and paid for. In China,
power companies have to buy
lots of new equipment anyway,
and alternative energy, particu-
larly wind and nuclear, is increas-
ingly priced competitively.

Interest rates as low as 2 per-
cent for bank loans — the result
of a savings rate of 40 percent
and a government policy of steer-
ing loans to renewable energy —
have also made a big difference.

As in many other industries,
China’s low labor costs are an ad-
vantage in energy. Although Chi-
nese wages have risen sharply in
the last five years, Vestas still
pays assembly line workers here
only $4,100 a year.

China’s commitment to renew-
able energy is expensive. Al-
though costs are falling steeply
through mass production, wind
energy is still 20 to 40 percent
more expensive than coal-fired
power. Solar power is still at least
twice as expensive as coal.

The Chinese government
charges a renewable energy fee
to all electricity users. The fee in-
creases residential electricity
bills by 0.25 percent to 0.4 per-

cent. For industrial users of elec-
tricity, the fee doubled in Novem-
ber to roughly 0.8 percent of the
electricity bill. 

The fee revenue goes to com-
panies that operate the electricity
grid, to make up the cost differ-
ence between renewable energy
and coal-fired power.

Renewable energy fees are not
yet high enough to affect China’s
competitiveness even in energy-
intensive industries, said the
chairman of a Chinese industrial
company, who asked not to be
identified because of the political
sensitivity of electricity rates in
China.

Grid operators are unhappy.
They are reimbursed for the ex-
tra cost of buying renewable en-
ergy instead of coal-fired power,
but not for the formidable cost of
building power lines to wind tur-
bines and other renewable ener-
gy producers, many of them in
remote, windswept areas. Trans-
mission losses are high for send-
ing power over long distances to
cities, and nearly a third of Chi-
na’s wind turbines are not yet
connected to the national grid.

Most of these turbines were
built only in the last year, howev-
er, and grid construction has not
caught up. Under legislation
passed by the Chinese legislature
on Dec. 26, a grid operator that
does not connect a renewable en-
ergy operation to the grid must
pay that operation twice the val-
ue of the electricity that cannot
be distributed.

With prices tumbling, China’s
wind and solar industries are in-
creasingly looking to sell equip-
ment abroad — and facing com-
plaints by Western companies
that they have unfair advantages.
When a Chinese company
reached a deal in November to
supply turbines for a big wind
farm in Texas, there were calls in
Congress to halt federal spending
on imported equipment.

“Every country, including the
United States and in Europe,
wants a low cost of renewable en-
ergy,” said Ma Lingjuan, deputy
managing director of China’s re-
newable energy association.
“Now China has reached that lev-
el, but it gets criticized by the rest
of the world.”

SHIHO FUKADA FOR THE NEW YORK TIMES

Wind turbine parts at a factory in Tianjin. Shifting to sustainable energy could leave the West dependent on China, much as it now depends on the Middle East.

China Leads
Global Race
To Create
Clean Power
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A push for renewable
energy to meet rising
domestic demand.

CM Y K Nxxx,2010-01-31,A,010,Bs-BK,E3_K

10 Ø Ø N KINTERNATIONALTHE NEW YORK TIMES SUNDAY, JANUARY 31, 2010

of the Union speech last week,
sounded an alarm that the United
States was falling behind other
countries, especially China, on
energy. “I do not accept a future
where the jobs and industries of
tomorrow take root beyond our
borders — and I know you don’t
either,” he told Congress.

The United States and other
countries are offering incentives
to develop their own renewable
energy industries, and Mr. Oba-
ma called for redoubling Ameri-
can efforts. Yet many Western
and Chinese executives expect
China to prevail in the energy-
technology race.

Multinational corporations are
responding to the rapid growth of
China’s market by building big,
state-of-the-art factories in Chi-
na. Vestas of Denmark has just
erected the world’s biggest wind
turbine manufacturing complex
here in northeastern China, and
transferred the technology to
build the latest electronic con-
trols and generators.

“You have to move fast with
the market,” said Jens Tomme-
rup, the president of Vestas Chi-
na. “Nobody has ever seen such
fast development in a wind mar-
ket.”

Renewable energy industries
here are adding jobs rapidly,
reaching 1.12 million in 2008 and
climbing by 100,000 a year, ac-
cording to the government-
backed Chinese Renewable Ener-
gy Industries Association. 

Yet renewable energy may be
doing more for China’s economy
than for the environment. Total
power generation in China is on
track to pass the United States in
2012 — and most of the added ca-
pacity will still be from coal.

China intends for wind, solar
and biomass energy to represent
8 percent of its electricity genera-
tion capacity by 2020. That com-
pares with less than 4 percent
now in China and the United
States. Coal will still represent
two-thirds of China’s capacity in
2020, and nuclear and hydropow-

er most of the rest.
As China seeks to dominate en-

ergy-equipment exports, it has
the advantage of being the
world’s largest market for power
equipment. The government
spends heavily to upgrade the
electricity grid, committing $45
billion in 2009 alone. State-owned
banks provide generous financ-
ing. 

China’s top leaders are in-
tensely focused on energy policy:
on Wednesday, the government
announced the creation of a Na-
tional Energy Commission com-
posed of cabinet ministers as a
“superministry” led by Prime
Minister Wen Jiabao himself. 

Regulators have set mandates
for power generation companies
to use more renewable energy.
Generous subsidies for consum-
ers to install their own solar pan-
els or solar water heaters have
produced flurries of activity on
rooftops across China.

China’s biggest advantage may
be its domestic demand for elec-
tricity, rising 15 percent a year. To
meet demand in the coming dec-
ade, according to statistics from

the International Energy Agen-
cy, China will need to add nearly
nine times as much electricity
generation capacity as the United
States will.

So while Americans are used to
thinking of themselves as having
the world’s largest market in
many industries, China’s market

for power equipment dwarfs that
of the United States, even though
the American market is more ma-
ture. That means Chinese pro-
ducers enjoy enormous efficien-
cies from large-scale production.

In the United States, power
companies frequently face a
choice between buying renew-
able energy equipment or con-
tinuing to operate fossil-fuel-fired
power plants that have already

been built and paid for. In China,
power companies have to buy
lots of new equipment anyway,
and alternative energy, particu-
larly wind and nuclear, is increas-
ingly priced competitively.

Interest rates as low as 2 per-
cent for bank loans — the result
of a savings rate of 40 percent
and a government policy of steer-
ing loans to renewable energy —
have also made a big difference.

As in many other industries,
China’s low labor costs are an ad-
vantage in energy. Although Chi-
nese wages have risen sharply in
the last five years, Vestas still
pays assembly line workers here
only $4,100 a year.

China’s commitment to renew-
able energy is expensive. Al-
though costs are falling steeply
through mass production, wind
energy is still 20 to 40 percent
more expensive than coal-fired
power. Solar power is still at least
twice as expensive as coal.

The Chinese government
charges a renewable energy fee
to all electricity users. The fee in-
creases residential electricity
bills by 0.25 percent to 0.4 per-

cent. For industrial users of elec-
tricity, the fee doubled in Novem-
ber to roughly 0.8 percent of the
electricity bill. 

The fee revenue goes to com-
panies that operate the electricity
grid, to make up the cost differ-
ence between renewable energy
and coal-fired power.

Renewable energy fees are not
yet high enough to affect China’s
competitiveness even in energy-
intensive industries, said the
chairman of a Chinese industrial
company, who asked not to be
identified because of the political
sensitivity of electricity rates in
China.

Grid operators are unhappy.
They are reimbursed for the ex-
tra cost of buying renewable en-
ergy instead of coal-fired power,
but not for the formidable cost of
building power lines to wind tur-
bines and other renewable ener-
gy producers, many of them in
remote, windswept areas. Trans-
mission losses are high for send-
ing power over long distances to
cities, and nearly a third of Chi-
na’s wind turbines are not yet
connected to the national grid.

Most of these turbines were
built only in the last year, howev-
er, and grid construction has not
caught up. Under legislation
passed by the Chinese legislature
on Dec. 26, a grid operator that
does not connect a renewable en-
ergy operation to the grid must
pay that operation twice the val-
ue of the electricity that cannot
be distributed.

With prices tumbling, China’s
wind and solar industries are in-
creasingly looking to sell equip-
ment abroad — and facing com-
plaints by Western companies
that they have unfair advantages.
When a Chinese company
reached a deal in November to
supply turbines for a big wind
farm in Texas, there were calls in
Congress to halt federal spending
on imported equipment.

“Every country, including the
United States and in Europe,
wants a low cost of renewable en-
ergy,” said Ma Lingjuan, deputy
managing director of China’s re-
newable energy association.
“Now China has reached that lev-
el, but it gets criticized by the rest
of the world.”
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Wind turbine parts at a factory in Tianjin. Shifting to sustainable energy could leave the West dependent on China, much as it now depends on the Middle East.
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of the Union speech last week,
sounded an alarm that the United
States was falling behind other
countries, especially China, on
energy. “I do not accept a future
where the jobs and industries of
tomorrow take root beyond our
borders — and I know you don’t
either,” he told Congress.

The United States and other
countries are offering incentives
to develop their own renewable
energy industries, and Mr. Oba-
ma called for redoubling Ameri-
can efforts. Yet many Western
and Chinese executives expect
China to prevail in the energy-
technology race.

Multinational corporations are
responding to the rapid growth of
China’s market by building big,
state-of-the-art factories in Chi-
na. Vestas of Denmark has just
erected the world’s biggest wind
turbine manufacturing complex
here in northeastern China, and
transferred the technology to
build the latest electronic con-
trols and generators.

“You have to move fast with
the market,” said Jens Tomme-
rup, the president of Vestas Chi-
na. “Nobody has ever seen such
fast development in a wind mar-
ket.”

Renewable energy industries
here are adding jobs rapidly,
reaching 1.12 million in 2008 and
climbing by 100,000 a year, ac-
cording to the government-
backed Chinese Renewable Ener-
gy Industries Association. 

Yet renewable energy may be
doing more for China’s economy
than for the environment. Total
power generation in China is on
track to pass the United States in
2012 — and most of the added ca-
pacity will still be from coal.

China intends for wind, solar
and biomass energy to represent
8 percent of its electricity genera-
tion capacity by 2020. That com-
pares with less than 4 percent
now in China and the United
States. Coal will still represent
two-thirds of China’s capacity in
2020, and nuclear and hydropow-

er most of the rest.
As China seeks to dominate en-

ergy-equipment exports, it has
the advantage of being the
world’s largest market for power
equipment. The government
spends heavily to upgrade the
electricity grid, committing $45
billion in 2009 alone. State-owned
banks provide generous financ-
ing. 

China’s top leaders are in-
tensely focused on energy policy:
on Wednesday, the government
announced the creation of a Na-
tional Energy Commission com-
posed of cabinet ministers as a
“superministry” led by Prime
Minister Wen Jiabao himself. 

Regulators have set mandates
for power generation companies
to use more renewable energy.
Generous subsidies for consum-
ers to install their own solar pan-
els or solar water heaters have
produced flurries of activity on
rooftops across China.

China’s biggest advantage may
be its domestic demand for elec-
tricity, rising 15 percent a year. To
meet demand in the coming dec-
ade, according to statistics from

the International Energy Agen-
cy, China will need to add nearly
nine times as much electricity
generation capacity as the United
States will.

So while Americans are used to
thinking of themselves as having
the world’s largest market in
many industries, China’s market

for power equipment dwarfs that
of the United States, even though
the American market is more ma-
ture. That means Chinese pro-
ducers enjoy enormous efficien-
cies from large-scale production.

In the United States, power
companies frequently face a
choice between buying renew-
able energy equipment or con-
tinuing to operate fossil-fuel-fired
power plants that have already

been built and paid for. In China,
power companies have to buy
lots of new equipment anyway,
and alternative energy, particu-
larly wind and nuclear, is increas-
ingly priced competitively.

Interest rates as low as 2 per-
cent for bank loans — the result
of a savings rate of 40 percent
and a government policy of steer-
ing loans to renewable energy —
have also made a big difference.

As in many other industries,
China’s low labor costs are an ad-
vantage in energy. Although Chi-
nese wages have risen sharply in
the last five years, Vestas still
pays assembly line workers here
only $4,100 a year.

China’s commitment to renew-
able energy is expensive. Al-
though costs are falling steeply
through mass production, wind
energy is still 20 to 40 percent
more expensive than coal-fired
power. Solar power is still at least
twice as expensive as coal.

The Chinese government
charges a renewable energy fee
to all electricity users. The fee in-
creases residential electricity
bills by 0.25 percent to 0.4 per-

cent. For industrial users of elec-
tricity, the fee doubled in Novem-
ber to roughly 0.8 percent of the
electricity bill. 

The fee revenue goes to com-
panies that operate the electricity
grid, to make up the cost differ-
ence between renewable energy
and coal-fired power.

Renewable energy fees are not
yet high enough to affect China’s
competitiveness even in energy-
intensive industries, said the
chairman of a Chinese industrial
company, who asked not to be
identified because of the political
sensitivity of electricity rates in
China.

Grid operators are unhappy.
They are reimbursed for the ex-
tra cost of buying renewable en-
ergy instead of coal-fired power,
but not for the formidable cost of
building power lines to wind tur-
bines and other renewable ener-
gy producers, many of them in
remote, windswept areas. Trans-
mission losses are high for send-
ing power over long distances to
cities, and nearly a third of Chi-
na’s wind turbines are not yet
connected to the national grid.

Most of these turbines were
built only in the last year, howev-
er, and grid construction has not
caught up. Under legislation
passed by the Chinese legislature
on Dec. 26, a grid operator that
does not connect a renewable en-
ergy operation to the grid must
pay that operation twice the val-
ue of the electricity that cannot
be distributed.

With prices tumbling, China’s
wind and solar industries are in-
creasingly looking to sell equip-
ment abroad — and facing com-
plaints by Western companies
that they have unfair advantages.
When a Chinese company
reached a deal in November to
supply turbines for a big wind
farm in Texas, there were calls in
Congress to halt federal spending
on imported equipment.

“Every country, including the
United States and in Europe,
wants a low cost of renewable en-
ergy,” said Ma Lingjuan, deputy
managing director of China’s re-
newable energy association.
“Now China has reached that lev-
el, but it gets criticized by the rest
of the world.”
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of the Union speech last week,
sounded an alarm that the United
States was falling behind other
countries, especially China, on
energy. “I do not accept a future
where the jobs and industries of
tomorrow take root beyond our
borders — and I know you don’t
either,” he told Congress.

The United States and other
countries are offering incentives
to develop their own renewable
energy industries, and Mr. Oba-
ma called for redoubling Ameri-
can efforts. Yet many Western
and Chinese executives expect
China to prevail in the energy-
technology race.

Multinational corporations are
responding to the rapid growth of
China’s market by building big,
state-of-the-art factories in Chi-
na. Vestas of Denmark has just
erected the world’s biggest wind
turbine manufacturing complex
here in northeastern China, and
transferred the technology to
build the latest electronic con-
trols and generators.

“You have to move fast with
the market,” said Jens Tomme-
rup, the president of Vestas Chi-
na. “Nobody has ever seen such
fast development in a wind mar-
ket.”

Renewable energy industries
here are adding jobs rapidly,
reaching 1.12 million in 2008 and
climbing by 100,000 a year, ac-
cording to the government-
backed Chinese Renewable Ener-
gy Industries Association. 

Yet renewable energy may be
doing more for China’s economy
than for the environment. Total
power generation in China is on
track to pass the United States in
2012 — and most of the added ca-
pacity will still be from coal.

China intends for wind, solar
and biomass energy to represent
8 percent of its electricity genera-
tion capacity by 2020. That com-
pares with less than 4 percent
now in China and the United
States. Coal will still represent
two-thirds of China’s capacity in
2020, and nuclear and hydropow-

er most of the rest.
As China seeks to dominate en-

ergy-equipment exports, it has
the advantage of being the
world’s largest market for power
equipment. The government
spends heavily to upgrade the
electricity grid, committing $45
billion in 2009 alone. State-owned
banks provide generous financ-
ing. 

China’s top leaders are in-
tensely focused on energy policy:
on Wednesday, the government
announced the creation of a Na-
tional Energy Commission com-
posed of cabinet ministers as a
“superministry” led by Prime
Minister Wen Jiabao himself. 

Regulators have set mandates
for power generation companies
to use more renewable energy.
Generous subsidies for consum-
ers to install their own solar pan-
els or solar water heaters have
produced flurries of activity on
rooftops across China.

China’s biggest advantage may
be its domestic demand for elec-
tricity, rising 15 percent a year. To
meet demand in the coming dec-
ade, according to statistics from

the International Energy Agen-
cy, China will need to add nearly
nine times as much electricity
generation capacity as the United
States will.

So while Americans are used to
thinking of themselves as having
the world’s largest market in
many industries, China’s market

for power equipment dwarfs that
of the United States, even though
the American market is more ma-
ture. That means Chinese pro-
ducers enjoy enormous efficien-
cies from large-scale production.

In the United States, power
companies frequently face a
choice between buying renew-
able energy equipment or con-
tinuing to operate fossil-fuel-fired
power plants that have already

been built and paid for. In China,
power companies have to buy
lots of new equipment anyway,
and alternative energy, particu-
larly wind and nuclear, is increas-
ingly priced competitively.

Interest rates as low as 2 per-
cent for bank loans — the result
of a savings rate of 40 percent
and a government policy of steer-
ing loans to renewable energy —
have also made a big difference.

As in many other industries,
China’s low labor costs are an ad-
vantage in energy. Although Chi-
nese wages have risen sharply in
the last five years, Vestas still
pays assembly line workers here
only $4,100 a year.

China’s commitment to renew-
able energy is expensive. Al-
though costs are falling steeply
through mass production, wind
energy is still 20 to 40 percent
more expensive than coal-fired
power. Solar power is still at least
twice as expensive as coal.

The Chinese government
charges a renewable energy fee
to all electricity users. The fee in-
creases residential electricity
bills by 0.25 percent to 0.4 per-

cent. For industrial users of elec-
tricity, the fee doubled in Novem-
ber to roughly 0.8 percent of the
electricity bill. 

The fee revenue goes to com-
panies that operate the electricity
grid, to make up the cost differ-
ence between renewable energy
and coal-fired power.

Renewable energy fees are not
yet high enough to affect China’s
competitiveness even in energy-
intensive industries, said the
chairman of a Chinese industrial
company, who asked not to be
identified because of the political
sensitivity of electricity rates in
China.

Grid operators are unhappy.
They are reimbursed for the ex-
tra cost of buying renewable en-
ergy instead of coal-fired power,
but not for the formidable cost of
building power lines to wind tur-
bines and other renewable ener-
gy producers, many of them in
remote, windswept areas. Trans-
mission losses are high for send-
ing power over long distances to
cities, and nearly a third of Chi-
na’s wind turbines are not yet
connected to the national grid.

Most of these turbines were
built only in the last year, howev-
er, and grid construction has not
caught up. Under legislation
passed by the Chinese legislature
on Dec. 26, a grid operator that
does not connect a renewable en-
ergy operation to the grid must
pay that operation twice the val-
ue of the electricity that cannot
be distributed.

With prices tumbling, China’s
wind and solar industries are in-
creasingly looking to sell equip-
ment abroad — and facing com-
plaints by Western companies
that they have unfair advantages.
When a Chinese company
reached a deal in November to
supply turbines for a big wind
farm in Texas, there were calls in
Congress to halt federal spending
on imported equipment.

“Every country, including the
United States and in Europe,
wants a low cost of renewable en-
ergy,” said Ma Lingjuan, deputy
managing director of China’s re-
newable energy association.
“Now China has reached that lev-
el, but it gets criticized by the rest
of the world.”
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of the Union speech last week,
sounded an alarm that the United
States was falling behind other
countries, especially China, on
energy. “I do not accept a future
where the jobs and industries of
tomorrow take root beyond our
borders — and I know you don’t
either,” he told Congress.

The United States and other
countries are offering incentives
to develop their own renewable
energy industries, and Mr. Oba-
ma called for redoubling Ameri-
can efforts. Yet many Western
and Chinese executives expect
China to prevail in the energy-
technology race.

Multinational corporations are
responding to the rapid growth of
China’s market by building big,
state-of-the-art factories in Chi-
na. Vestas of Denmark has just
erected the world’s biggest wind
turbine manufacturing complex
here in northeastern China, and
transferred the technology to
build the latest electronic con-
trols and generators.

“You have to move fast with
the market,” said Jens Tomme-
rup, the president of Vestas Chi-
na. “Nobody has ever seen such
fast development in a wind mar-
ket.”

Renewable energy industries
here are adding jobs rapidly,
reaching 1.12 million in 2008 and
climbing by 100,000 a year, ac-
cording to the government-
backed Chinese Renewable Ener-
gy Industries Association. 

Yet renewable energy may be
doing more for China’s economy
than for the environment. Total
power generation in China is on
track to pass the United States in
2012 — and most of the added ca-
pacity will still be from coal.

China intends for wind, solar
and biomass energy to represent
8 percent of its electricity genera-
tion capacity by 2020. That com-
pares with less than 4 percent
now in China and the United
States. Coal will still represent
two-thirds of China’s capacity in
2020, and nuclear and hydropow-

er most of the rest.
As China seeks to dominate en-

ergy-equipment exports, it has
the advantage of being the
world’s largest market for power
equipment. The government
spends heavily to upgrade the
electricity grid, committing $45
billion in 2009 alone. State-owned
banks provide generous financ-
ing. 

China’s top leaders are in-
tensely focused on energy policy:
on Wednesday, the government
announced the creation of a Na-
tional Energy Commission com-
posed of cabinet ministers as a
“superministry” led by Prime
Minister Wen Jiabao himself. 

Regulators have set mandates
for power generation companies
to use more renewable energy.
Generous subsidies for consum-
ers to install their own solar pan-
els or solar water heaters have
produced flurries of activity on
rooftops across China.

China’s biggest advantage may
be its domestic demand for elec-
tricity, rising 15 percent a year. To
meet demand in the coming dec-
ade, according to statistics from

the International Energy Agen-
cy, China will need to add nearly
nine times as much electricity
generation capacity as the United
States will.

So while Americans are used to
thinking of themselves as having
the world’s largest market in
many industries, China’s market

for power equipment dwarfs that
of the United States, even though
the American market is more ma-
ture. That means Chinese pro-
ducers enjoy enormous efficien-
cies from large-scale production.

In the United States, power
companies frequently face a
choice between buying renew-
able energy equipment or con-
tinuing to operate fossil-fuel-fired
power plants that have already

been built and paid for. In China,
power companies have to buy
lots of new equipment anyway,
and alternative energy, particu-
larly wind and nuclear, is increas-
ingly priced competitively.

Interest rates as low as 2 per-
cent for bank loans — the result
of a savings rate of 40 percent
and a government policy of steer-
ing loans to renewable energy —
have also made a big difference.

As in many other industries,
China’s low labor costs are an ad-
vantage in energy. Although Chi-
nese wages have risen sharply in
the last five years, Vestas still
pays assembly line workers here
only $4,100 a year.

China’s commitment to renew-
able energy is expensive. Al-
though costs are falling steeply
through mass production, wind
energy is still 20 to 40 percent
more expensive than coal-fired
power. Solar power is still at least
twice as expensive as coal.

The Chinese government
charges a renewable energy fee
to all electricity users. The fee in-
creases residential electricity
bills by 0.25 percent to 0.4 per-

cent. For industrial users of elec-
tricity, the fee doubled in Novem-
ber to roughly 0.8 percent of the
electricity bill. 

The fee revenue goes to com-
panies that operate the electricity
grid, to make up the cost differ-
ence between renewable energy
and coal-fired power.

Renewable energy fees are not
yet high enough to affect China’s
competitiveness even in energy-
intensive industries, said the
chairman of a Chinese industrial
company, who asked not to be
identified because of the political
sensitivity of electricity rates in
China.

Grid operators are unhappy.
They are reimbursed for the ex-
tra cost of buying renewable en-
ergy instead of coal-fired power,
but not for the formidable cost of
building power lines to wind tur-
bines and other renewable ener-
gy producers, many of them in
remote, windswept areas. Trans-
mission losses are high for send-
ing power over long distances to
cities, and nearly a third of Chi-
na’s wind turbines are not yet
connected to the national grid.

Most of these turbines were
built only in the last year, howev-
er, and grid construction has not
caught up. Under legislation
passed by the Chinese legislature
on Dec. 26, a grid operator that
does not connect a renewable en-
ergy operation to the grid must
pay that operation twice the val-
ue of the electricity that cannot
be distributed.

With prices tumbling, China’s
wind and solar industries are in-
creasingly looking to sell equip-
ment abroad — and facing com-
plaints by Western companies
that they have unfair advantages.
When a Chinese company
reached a deal in November to
supply turbines for a big wind
farm in Texas, there were calls in
Congress to halt federal spending
on imported equipment.

“Every country, including the
United States and in Europe,
wants a low cost of renewable en-
ergy,” said Ma Lingjuan, deputy
managing director of China’s re-
newable energy association.
“Now China has reached that lev-
el, but it gets criticized by the rest
of the world.”
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of the Union speech last week,
sounded an alarm that the United
States was falling behind other
countries, especially China, on
energy. “I do not accept a future
where the jobs and industries of
tomorrow take root beyond our
borders — and I know you don’t
either,” he told Congress.

The United States and other
countries are offering incentives
to develop their own renewable
energy industries, and Mr. Oba-
ma called for redoubling Ameri-
can efforts. Yet many Western
and Chinese executives expect
China to prevail in the energy-
technology race.

Multinational corporations are
responding to the rapid growth of
China’s market by building big,
state-of-the-art factories in Chi-
na. Vestas of Denmark has just
erected the world’s biggest wind
turbine manufacturing complex
here in northeastern China, and
transferred the technology to
build the latest electronic con-
trols and generators.

“You have to move fast with
the market,” said Jens Tomme-
rup, the president of Vestas Chi-
na. “Nobody has ever seen such
fast development in a wind mar-
ket.”

Renewable energy industries
here are adding jobs rapidly,
reaching 1.12 million in 2008 and
climbing by 100,000 a year, ac-
cording to the government-
backed Chinese Renewable Ener-
gy Industries Association. 

Yet renewable energy may be
doing more for China’s economy
than for the environment. Total
power generation in China is on
track to pass the United States in
2012 — and most of the added ca-
pacity will still be from coal.

China intends for wind, solar
and biomass energy to represent
8 percent of its electricity genera-
tion capacity by 2020. That com-
pares with less than 4 percent
now in China and the United
States. Coal will still represent
two-thirds of China’s capacity in
2020, and nuclear and hydropow-

er most of the rest.
As China seeks to dominate en-

ergy-equipment exports, it has
the advantage of being the
world’s largest market for power
equipment. The government
spends heavily to upgrade the
electricity grid, committing $45
billion in 2009 alone. State-owned
banks provide generous financ-
ing. 

China’s top leaders are in-
tensely focused on energy policy:
on Wednesday, the government
announced the creation of a Na-
tional Energy Commission com-
posed of cabinet ministers as a
“superministry” led by Prime
Minister Wen Jiabao himself. 

Regulators have set mandates
for power generation companies
to use more renewable energy.
Generous subsidies for consum-
ers to install their own solar pan-
els or solar water heaters have
produced flurries of activity on
rooftops across China.

China’s biggest advantage may
be its domestic demand for elec-
tricity, rising 15 percent a year. To
meet demand in the coming dec-
ade, according to statistics from

the International Energy Agen-
cy, China will need to add nearly
nine times as much electricity
generation capacity as the United
States will.

So while Americans are used to
thinking of themselves as having
the world’s largest market in
many industries, China’s market

for power equipment dwarfs that
of the United States, even though
the American market is more ma-
ture. That means Chinese pro-
ducers enjoy enormous efficien-
cies from large-scale production.

In the United States, power
companies frequently face a
choice between buying renew-
able energy equipment or con-
tinuing to operate fossil-fuel-fired
power plants that have already

been built and paid for. In China,
power companies have to buy
lots of new equipment anyway,
and alternative energy, particu-
larly wind and nuclear, is increas-
ingly priced competitively.

Interest rates as low as 2 per-
cent for bank loans — the result
of a savings rate of 40 percent
and a government policy of steer-
ing loans to renewable energy —
have also made a big difference.

As in many other industries,
China’s low labor costs are an ad-
vantage in energy. Although Chi-
nese wages have risen sharply in
the last five years, Vestas still
pays assembly line workers here
only $4,100 a year.

China’s commitment to renew-
able energy is expensive. Al-
though costs are falling steeply
through mass production, wind
energy is still 20 to 40 percent
more expensive than coal-fired
power. Solar power is still at least
twice as expensive as coal.

The Chinese government
charges a renewable energy fee
to all electricity users. The fee in-
creases residential electricity
bills by 0.25 percent to 0.4 per-

cent. For industrial users of elec-
tricity, the fee doubled in Novem-
ber to roughly 0.8 percent of the
electricity bill. 

The fee revenue goes to com-
panies that operate the electricity
grid, to make up the cost differ-
ence between renewable energy
and coal-fired power.

Renewable energy fees are not
yet high enough to affect China’s
competitiveness even in energy-
intensive industries, said the
chairman of a Chinese industrial
company, who asked not to be
identified because of the political
sensitivity of electricity rates in
China.

Grid operators are unhappy.
They are reimbursed for the ex-
tra cost of buying renewable en-
ergy instead of coal-fired power,
but not for the formidable cost of
building power lines to wind tur-
bines and other renewable ener-
gy producers, many of them in
remote, windswept areas. Trans-
mission losses are high for send-
ing power over long distances to
cities, and nearly a third of Chi-
na’s wind turbines are not yet
connected to the national grid.

Most of these turbines were
built only in the last year, howev-
er, and grid construction has not
caught up. Under legislation
passed by the Chinese legislature
on Dec. 26, a grid operator that
does not connect a renewable en-
ergy operation to the grid must
pay that operation twice the val-
ue of the electricity that cannot
be distributed.

With prices tumbling, China’s
wind and solar industries are in-
creasingly looking to sell equip-
ment abroad — and facing com-
plaints by Western companies
that they have unfair advantages.
When a Chinese company
reached a deal in November to
supply turbines for a big wind
farm in Texas, there were calls in
Congress to halt federal spending
on imported equipment.

“Every country, including the
United States and in Europe,
wants a low cost of renewable en-
ergy,” said Ma Lingjuan, deputy
managing director of China’s re-
newable energy association.
“Now China has reached that lev-
el, but it gets criticized by the rest
of the world.”
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of the Union speech last week,
sounded an alarm that the United
States was falling behind other
countries, especially China, on
energy. “I do not accept a future
where the jobs and industries of
tomorrow take root beyond our
borders — and I know you don’t
either,” he told Congress.

The United States and other
countries are offering incentives
to develop their own renewable
energy industries, and Mr. Oba-
ma called for redoubling Ameri-
can efforts. Yet many Western
and Chinese executives expect
China to prevail in the energy-
technology race.

Multinational corporations are
responding to the rapid growth of
China’s market by building big,
state-of-the-art factories in Chi-
na. Vestas of Denmark has just
erected the world’s biggest wind
turbine manufacturing complex
here in northeastern China, and
transferred the technology to
build the latest electronic con-
trols and generators.

“You have to move fast with
the market,” said Jens Tomme-
rup, the president of Vestas Chi-
na. “Nobody has ever seen such
fast development in a wind mar-
ket.”

Renewable energy industries
here are adding jobs rapidly,
reaching 1.12 million in 2008 and
climbing by 100,000 a year, ac-
cording to the government-
backed Chinese Renewable Ener-
gy Industries Association. 

Yet renewable energy may be
doing more for China’s economy
than for the environment. Total
power generation in China is on
track to pass the United States in
2012 — and most of the added ca-
pacity will still be from coal.

China intends for wind, solar
and biomass energy to represent
8 percent of its electricity genera-
tion capacity by 2020. That com-
pares with less than 4 percent
now in China and the United
States. Coal will still represent
two-thirds of China’s capacity in
2020, and nuclear and hydropow-

er most of the rest.
As China seeks to dominate en-

ergy-equipment exports, it has
the advantage of being the
world’s largest market for power
equipment. The government
spends heavily to upgrade the
electricity grid, committing $45
billion in 2009 alone. State-owned
banks provide generous financ-
ing. 

China’s top leaders are in-
tensely focused on energy policy:
on Wednesday, the government
announced the creation of a Na-
tional Energy Commission com-
posed of cabinet ministers as a
“superministry” led by Prime
Minister Wen Jiabao himself. 

Regulators have set mandates
for power generation companies
to use more renewable energy.
Generous subsidies for consum-
ers to install their own solar pan-
els or solar water heaters have
produced flurries of activity on
rooftops across China.

China’s biggest advantage may
be its domestic demand for elec-
tricity, rising 15 percent a year. To
meet demand in the coming dec-
ade, according to statistics from

the International Energy Agen-
cy, China will need to add nearly
nine times as much electricity
generation capacity as the United
States will.

So while Americans are used to
thinking of themselves as having
the world’s largest market in
many industries, China’s market

for power equipment dwarfs that
of the United States, even though
the American market is more ma-
ture. That means Chinese pro-
ducers enjoy enormous efficien-
cies from large-scale production.

In the United States, power
companies frequently face a
choice between buying renew-
able energy equipment or con-
tinuing to operate fossil-fuel-fired
power plants that have already

been built and paid for. In China,
power companies have to buy
lots of new equipment anyway,
and alternative energy, particu-
larly wind and nuclear, is increas-
ingly priced competitively.

Interest rates as low as 2 per-
cent for bank loans — the result
of a savings rate of 40 percent
and a government policy of steer-
ing loans to renewable energy —
have also made a big difference.

As in many other industries,
China’s low labor costs are an ad-
vantage in energy. Although Chi-
nese wages have risen sharply in
the last five years, Vestas still
pays assembly line workers here
only $4,100 a year.

China’s commitment to renew-
able energy is expensive. Al-
though costs are falling steeply
through mass production, wind
energy is still 20 to 40 percent
more expensive than coal-fired
power. Solar power is still at least
twice as expensive as coal.

The Chinese government
charges a renewable energy fee
to all electricity users. The fee in-
creases residential electricity
bills by 0.25 percent to 0.4 per-

cent. For industrial users of elec-
tricity, the fee doubled in Novem-
ber to roughly 0.8 percent of the
electricity bill. 

The fee revenue goes to com-
panies that operate the electricity
grid, to make up the cost differ-
ence between renewable energy
and coal-fired power.

Renewable energy fees are not
yet high enough to affect China’s
competitiveness even in energy-
intensive industries, said the
chairman of a Chinese industrial
company, who asked not to be
identified because of the political
sensitivity of electricity rates in
China.

Grid operators are unhappy.
They are reimbursed for the ex-
tra cost of buying renewable en-
ergy instead of coal-fired power,
but not for the formidable cost of
building power lines to wind tur-
bines and other renewable ener-
gy producers, many of them in
remote, windswept areas. Trans-
mission losses are high for send-
ing power over long distances to
cities, and nearly a third of Chi-
na’s wind turbines are not yet
connected to the national grid.

Most of these turbines were
built only in the last year, howev-
er, and grid construction has not
caught up. Under legislation
passed by the Chinese legislature
on Dec. 26, a grid operator that
does not connect a renewable en-
ergy operation to the grid must
pay that operation twice the val-
ue of the electricity that cannot
be distributed.

With prices tumbling, China’s
wind and solar industries are in-
creasingly looking to sell equip-
ment abroad — and facing com-
plaints by Western companies
that they have unfair advantages.
When a Chinese company
reached a deal in November to
supply turbines for a big wind
farm in Texas, there were calls in
Congress to halt federal spending
on imported equipment.

“Every country, including the
United States and in Europe,
wants a low cost of renewable en-
ergy,” said Ma Lingjuan, deputy
managing director of China’s re-
newable energy association.
“Now China has reached that lev-
el, but it gets criticized by the rest
of the world.”
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of the Union speech last week,
sounded an alarm that the United
States was falling behind other
countries, especially China, on
energy. “I do not accept a future
where the jobs and industries of
tomorrow take root beyond our
borders — and I know you don’t
either,” he told Congress.

The United States and other
countries are offering incentives
to develop their own renewable
energy industries, and Mr. Oba-
ma called for redoubling Ameri-
can efforts. Yet many Western
and Chinese executives expect
China to prevail in the energy-
technology race.

Multinational corporations are
responding to the rapid growth of
China’s market by building big,
state-of-the-art factories in Chi-
na. Vestas of Denmark has just
erected the world’s biggest wind
turbine manufacturing complex
here in northeastern China, and
transferred the technology to
build the latest electronic con-
trols and generators.

“You have to move fast with
the market,” said Jens Tomme-
rup, the president of Vestas Chi-
na. “Nobody has ever seen such
fast development in a wind mar-
ket.”

Renewable energy industries
here are adding jobs rapidly,
reaching 1.12 million in 2008 and
climbing by 100,000 a year, ac-
cording to the government-
backed Chinese Renewable Ener-
gy Industries Association. 

Yet renewable energy may be
doing more for China’s economy
than for the environment. Total
power generation in China is on
track to pass the United States in
2012 — and most of the added ca-
pacity will still be from coal.

China intends for wind, solar
and biomass energy to represent
8 percent of its electricity genera-
tion capacity by 2020. That com-
pares with less than 4 percent
now in China and the United
States. Coal will still represent
two-thirds of China’s capacity in
2020, and nuclear and hydropow-

er most of the rest.
As China seeks to dominate en-

ergy-equipment exports, it has
the advantage of being the
world’s largest market for power
equipment. The government
spends heavily to upgrade the
electricity grid, committing $45
billion in 2009 alone. State-owned
banks provide generous financ-
ing. 

China’s top leaders are in-
tensely focused on energy policy:
on Wednesday, the government
announced the creation of a Na-
tional Energy Commission com-
posed of cabinet ministers as a
“superministry” led by Prime
Minister Wen Jiabao himself. 

Regulators have set mandates
for power generation companies
to use more renewable energy.
Generous subsidies for consum-
ers to install their own solar pan-
els or solar water heaters have
produced flurries of activity on
rooftops across China.

China’s biggest advantage may
be its domestic demand for elec-
tricity, rising 15 percent a year. To
meet demand in the coming dec-
ade, according to statistics from

the International Energy Agen-
cy, China will need to add nearly
nine times as much electricity
generation capacity as the United
States will.

So while Americans are used to
thinking of themselves as having
the world’s largest market in
many industries, China’s market

for power equipment dwarfs that
of the United States, even though
the American market is more ma-
ture. That means Chinese pro-
ducers enjoy enormous efficien-
cies from large-scale production.

In the United States, power
companies frequently face a
choice between buying renew-
able energy equipment or con-
tinuing to operate fossil-fuel-fired
power plants that have already

been built and paid for. In China,
power companies have to buy
lots of new equipment anyway,
and alternative energy, particu-
larly wind and nuclear, is increas-
ingly priced competitively.

Interest rates as low as 2 per-
cent for bank loans — the result
of a savings rate of 40 percent
and a government policy of steer-
ing loans to renewable energy —
have also made a big difference.

As in many other industries,
China’s low labor costs are an ad-
vantage in energy. Although Chi-
nese wages have risen sharply in
the last five years, Vestas still
pays assembly line workers here
only $4,100 a year.

China’s commitment to renew-
able energy is expensive. Al-
though costs are falling steeply
through mass production, wind
energy is still 20 to 40 percent
more expensive than coal-fired
power. Solar power is still at least
twice as expensive as coal.

The Chinese government
charges a renewable energy fee
to all electricity users. The fee in-
creases residential electricity
bills by 0.25 percent to 0.4 per-

cent. For industrial users of elec-
tricity, the fee doubled in Novem-
ber to roughly 0.8 percent of the
electricity bill. 

The fee revenue goes to com-
panies that operate the electricity
grid, to make up the cost differ-
ence between renewable energy
and coal-fired power.

Renewable energy fees are not
yet high enough to affect China’s
competitiveness even in energy-
intensive industries, said the
chairman of a Chinese industrial
company, who asked not to be
identified because of the political
sensitivity of electricity rates in
China.

Grid operators are unhappy.
They are reimbursed for the ex-
tra cost of buying renewable en-
ergy instead of coal-fired power,
but not for the formidable cost of
building power lines to wind tur-
bines and other renewable ener-
gy producers, many of them in
remote, windswept areas. Trans-
mission losses are high for send-
ing power over long distances to
cities, and nearly a third of Chi-
na’s wind turbines are not yet
connected to the national grid.

Most of these turbines were
built only in the last year, howev-
er, and grid construction has not
caught up. Under legislation
passed by the Chinese legislature
on Dec. 26, a grid operator that
does not connect a renewable en-
ergy operation to the grid must
pay that operation twice the val-
ue of the electricity that cannot
be distributed.

With prices tumbling, China’s
wind and solar industries are in-
creasingly looking to sell equip-
ment abroad — and facing com-
plaints by Western companies
that they have unfair advantages.
When a Chinese company
reached a deal in November to
supply turbines for a big wind
farm in Texas, there were calls in
Congress to halt federal spending
on imported equipment.

“Every country, including the
United States and in Europe,
wants a low cost of renewable en-
ergy,” said Ma Lingjuan, deputy
managing director of China’s re-
newable energy association.
“Now China has reached that lev-
el, but it gets criticized by the rest
of the world.”
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of the Union speech last week,
sounded an alarm that the United
States was falling behind other
countries, especially China, on
energy. “I do not accept a future
where the jobs and industries of
tomorrow take root beyond our
borders — and I know you don’t
either,” he told Congress.

The United States and other
countries are offering incentives
to develop their own renewable
energy industries, and Mr. Oba-
ma called for redoubling Ameri-
can efforts. Yet many Western
and Chinese executives expect
China to prevail in the energy-
technology race.

Multinational corporations are
responding to the rapid growth of
China’s market by building big,
state-of-the-art factories in Chi-
na. Vestas of Denmark has just
erected the world’s biggest wind
turbine manufacturing complex
here in northeastern China, and
transferred the technology to
build the latest electronic con-
trols and generators.

“You have to move fast with
the market,” said Jens Tomme-
rup, the president of Vestas Chi-
na. “Nobody has ever seen such
fast development in a wind mar-
ket.”

Renewable energy industries
here are adding jobs rapidly,
reaching 1.12 million in 2008 and
climbing by 100,000 a year, ac-
cording to the government-
backed Chinese Renewable Ener-
gy Industries Association. 

Yet renewable energy may be
doing more for China’s economy
than for the environment. Total
power generation in China is on
track to pass the United States in
2012 — and most of the added ca-
pacity will still be from coal.

China intends for wind, solar
and biomass energy to represent
8 percent of its electricity genera-
tion capacity by 2020. That com-
pares with less than 4 percent
now in China and the United
States. Coal will still represent
two-thirds of China’s capacity in
2020, and nuclear and hydropow-

er most of the rest.
As China seeks to dominate en-

ergy-equipment exports, it has
the advantage of being the
world’s largest market for power
equipment. The government
spends heavily to upgrade the
electricity grid, committing $45
billion in 2009 alone. State-owned
banks provide generous financ-
ing. 

China’s top leaders are in-
tensely focused on energy policy:
on Wednesday, the government
announced the creation of a Na-
tional Energy Commission com-
posed of cabinet ministers as a
“superministry” led by Prime
Minister Wen Jiabao himself. 

Regulators have set mandates
for power generation companies
to use more renewable energy.
Generous subsidies for consum-
ers to install their own solar pan-
els or solar water heaters have
produced flurries of activity on
rooftops across China.

China’s biggest advantage may
be its domestic demand for elec-
tricity, rising 15 percent a year. To
meet demand in the coming dec-
ade, according to statistics from

the International Energy Agen-
cy, China will need to add nearly
nine times as much electricity
generation capacity as the United
States will.

So while Americans are used to
thinking of themselves as having
the world’s largest market in
many industries, China’s market

for power equipment dwarfs that
of the United States, even though
the American market is more ma-
ture. That means Chinese pro-
ducers enjoy enormous efficien-
cies from large-scale production.

In the United States, power
companies frequently face a
choice between buying renew-
able energy equipment or con-
tinuing to operate fossil-fuel-fired
power plants that have already

been built and paid for. In China,
power companies have to buy
lots of new equipment anyway,
and alternative energy, particu-
larly wind and nuclear, is increas-
ingly priced competitively.

Interest rates as low as 2 per-
cent for bank loans — the result
of a savings rate of 40 percent
and a government policy of steer-
ing loans to renewable energy —
have also made a big difference.

As in many other industries,
China’s low labor costs are an ad-
vantage in energy. Although Chi-
nese wages have risen sharply in
the last five years, Vestas still
pays assembly line workers here
only $4,100 a year.

China’s commitment to renew-
able energy is expensive. Al-
though costs are falling steeply
through mass production, wind
energy is still 20 to 40 percent
more expensive than coal-fired
power. Solar power is still at least
twice as expensive as coal.

The Chinese government
charges a renewable energy fee
to all electricity users. The fee in-
creases residential electricity
bills by 0.25 percent to 0.4 per-

cent. For industrial users of elec-
tricity, the fee doubled in Novem-
ber to roughly 0.8 percent of the
electricity bill. 

The fee revenue goes to com-
panies that operate the electricity
grid, to make up the cost differ-
ence between renewable energy
and coal-fired power.

Renewable energy fees are not
yet high enough to affect China’s
competitiveness even in energy-
intensive industries, said the
chairman of a Chinese industrial
company, who asked not to be
identified because of the political
sensitivity of electricity rates in
China.

Grid operators are unhappy.
They are reimbursed for the ex-
tra cost of buying renewable en-
ergy instead of coal-fired power,
but not for the formidable cost of
building power lines to wind tur-
bines and other renewable ener-
gy producers, many of them in
remote, windswept areas. Trans-
mission losses are high for send-
ing power over long distances to
cities, and nearly a third of Chi-
na’s wind turbines are not yet
connected to the national grid.

Most of these turbines were
built only in the last year, howev-
er, and grid construction has not
caught up. Under legislation
passed by the Chinese legislature
on Dec. 26, a grid operator that
does not connect a renewable en-
ergy operation to the grid must
pay that operation twice the val-
ue of the electricity that cannot
be distributed.

With prices tumbling, China’s
wind and solar industries are in-
creasingly looking to sell equip-
ment abroad — and facing com-
plaints by Western companies
that they have unfair advantages.
When a Chinese company
reached a deal in November to
supply turbines for a big wind
farm in Texas, there were calls in
Congress to halt federal spending
on imported equipment.

“Every country, including the
United States and in Europe,
wants a low cost of renewable en-
ergy,” said Ma Lingjuan, deputy
managing director of China’s re-
newable energy association.
“Now China has reached that lev-
el, but it gets criticized by the rest
of the world.”
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of the Union speech last week,
sounded an alarm that the United
States was falling behind other
countries, especially China, on
energy. “I do not accept a future
where the jobs and industries of
tomorrow take root beyond our
borders — and I know you don’t
either,” he told Congress.

The United States and other
countries are offering incentives
to develop their own renewable
energy industries, and Mr. Oba-
ma called for redoubling Ameri-
can efforts. Yet many Western
and Chinese executives expect
China to prevail in the energy-
technology race.

Multinational corporations are
responding to the rapid growth of
China’s market by building big,
state-of-the-art factories in Chi-
na. Vestas of Denmark has just
erected the world’s biggest wind
turbine manufacturing complex
here in northeastern China, and
transferred the technology to
build the latest electronic con-
trols and generators.

“You have to move fast with
the market,” said Jens Tomme-
rup, the president of Vestas Chi-
na. “Nobody has ever seen such
fast development in a wind mar-
ket.”

Renewable energy industries
here are adding jobs rapidly,
reaching 1.12 million in 2008 and
climbing by 100,000 a year, ac-
cording to the government-
backed Chinese Renewable Ener-
gy Industries Association. 

Yet renewable energy may be
doing more for China’s economy
than for the environment. Total
power generation in China is on
track to pass the United States in
2012 — and most of the added ca-
pacity will still be from coal.

China intends for wind, solar
and biomass energy to represent
8 percent of its electricity genera-
tion capacity by 2020. That com-
pares with less than 4 percent
now in China and the United
States. Coal will still represent
two-thirds of China’s capacity in
2020, and nuclear and hydropow-

er most of the rest.
As China seeks to dominate en-

ergy-equipment exports, it has
the advantage of being the
world’s largest market for power
equipment. The government
spends heavily to upgrade the
electricity grid, committing $45
billion in 2009 alone. State-owned
banks provide generous financ-
ing. 

China’s top leaders are in-
tensely focused on energy policy:
on Wednesday, the government
announced the creation of a Na-
tional Energy Commission com-
posed of cabinet ministers as a
“superministry” led by Prime
Minister Wen Jiabao himself. 

Regulators have set mandates
for power generation companies
to use more renewable energy.
Generous subsidies for consum-
ers to install their own solar pan-
els or solar water heaters have
produced flurries of activity on
rooftops across China.

China’s biggest advantage may
be its domestic demand for elec-
tricity, rising 15 percent a year. To
meet demand in the coming dec-
ade, according to statistics from

the International Energy Agen-
cy, China will need to add nearly
nine times as much electricity
generation capacity as the United
States will.

So while Americans are used to
thinking of themselves as having
the world’s largest market in
many industries, China’s market

for power equipment dwarfs that
of the United States, even though
the American market is more ma-
ture. That means Chinese pro-
ducers enjoy enormous efficien-
cies from large-scale production.

In the United States, power
companies frequently face a
choice between buying renew-
able energy equipment or con-
tinuing to operate fossil-fuel-fired
power plants that have already

been built and paid for. In China,
power companies have to buy
lots of new equipment anyway,
and alternative energy, particu-
larly wind and nuclear, is increas-
ingly priced competitively.

Interest rates as low as 2 per-
cent for bank loans — the result
of a savings rate of 40 percent
and a government policy of steer-
ing loans to renewable energy —
have also made a big difference.

As in many other industries,
China’s low labor costs are an ad-
vantage in energy. Although Chi-
nese wages have risen sharply in
the last five years, Vestas still
pays assembly line workers here
only $4,100 a year.

China’s commitment to renew-
able energy is expensive. Al-
though costs are falling steeply
through mass production, wind
energy is still 20 to 40 percent
more expensive than coal-fired
power. Solar power is still at least
twice as expensive as coal.

The Chinese government
charges a renewable energy fee
to all electricity users. The fee in-
creases residential electricity
bills by 0.25 percent to 0.4 per-

cent. For industrial users of elec-
tricity, the fee doubled in Novem-
ber to roughly 0.8 percent of the
electricity bill. 

The fee revenue goes to com-
panies that operate the electricity
grid, to make up the cost differ-
ence between renewable energy
and coal-fired power.

Renewable energy fees are not
yet high enough to affect China’s
competitiveness even in energy-
intensive industries, said the
chairman of a Chinese industrial
company, who asked not to be
identified because of the political
sensitivity of electricity rates in
China.

Grid operators are unhappy.
They are reimbursed for the ex-
tra cost of buying renewable en-
ergy instead of coal-fired power,
but not for the formidable cost of
building power lines to wind tur-
bines and other renewable ener-
gy producers, many of them in
remote, windswept areas. Trans-
mission losses are high for send-
ing power over long distances to
cities, and nearly a third of Chi-
na’s wind turbines are not yet
connected to the national grid.

Most of these turbines were
built only in the last year, howev-
er, and grid construction has not
caught up. Under legislation
passed by the Chinese legislature
on Dec. 26, a grid operator that
does not connect a renewable en-
ergy operation to the grid must
pay that operation twice the val-
ue of the electricity that cannot
be distributed.

With prices tumbling, China’s
wind and solar industries are in-
creasingly looking to sell equip-
ment abroad — and facing com-
plaints by Western companies
that they have unfair advantages.
When a Chinese company
reached a deal in November to
supply turbines for a big wind
farm in Texas, there were calls in
Congress to halt federal spending
on imported equipment.

“Every country, including the
United States and in Europe,
wants a low cost of renewable en-
ergy,” said Ma Lingjuan, deputy
managing director of China’s re-
newable energy association.
“Now China has reached that lev-
el, but it gets criticized by the rest
of the world.”
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of the Union speech last week,
sounded an alarm that the United
States was falling behind other
countries, especially China, on
energy. “I do not accept a future
where the jobs and industries of
tomorrow take root beyond our
borders — and I know you don’t
either,” he told Congress.

The United States and other
countries are offering incentives
to develop their own renewable
energy industries, and Mr. Oba-
ma called for redoubling Ameri-
can efforts. Yet many Western
and Chinese executives expect
China to prevail in the energy-
technology race.

Multinational corporations are
responding to the rapid growth of
China’s market by building big,
state-of-the-art factories in Chi-
na. Vestas of Denmark has just
erected the world’s biggest wind
turbine manufacturing complex
here in northeastern China, and
transferred the technology to
build the latest electronic con-
trols and generators.

“You have to move fast with
the market,” said Jens Tomme-
rup, the president of Vestas Chi-
na. “Nobody has ever seen such
fast development in a wind mar-
ket.”

Renewable energy industries
here are adding jobs rapidly,
reaching 1.12 million in 2008 and
climbing by 100,000 a year, ac-
cording to the government-
backed Chinese Renewable Ener-
gy Industries Association. 

Yet renewable energy may be
doing more for China’s economy
than for the environment. Total
power generation in China is on
track to pass the United States in
2012 — and most of the added ca-
pacity will still be from coal.

China intends for wind, solar
and biomass energy to represent
8 percent of its electricity genera-
tion capacity by 2020. That com-
pares with less than 4 percent
now in China and the United
States. Coal will still represent
two-thirds of China’s capacity in
2020, and nuclear and hydropow-

er most of the rest.
As China seeks to dominate en-

ergy-equipment exports, it has
the advantage of being the
world’s largest market for power
equipment. The government
spends heavily to upgrade the
electricity grid, committing $45
billion in 2009 alone. State-owned
banks provide generous financ-
ing. 

China’s top leaders are in-
tensely focused on energy policy:
on Wednesday, the government
announced the creation of a Na-
tional Energy Commission com-
posed of cabinet ministers as a
“superministry” led by Prime
Minister Wen Jiabao himself. 

Regulators have set mandates
for power generation companies
to use more renewable energy.
Generous subsidies for consum-
ers to install their own solar pan-
els or solar water heaters have
produced flurries of activity on
rooftops across China.

China’s biggest advantage may
be its domestic demand for elec-
tricity, rising 15 percent a year. To
meet demand in the coming dec-
ade, according to statistics from

the International Energy Agen-
cy, China will need to add nearly
nine times as much electricity
generation capacity as the United
States will.

So while Americans are used to
thinking of themselves as having
the world’s largest market in
many industries, China’s market

for power equipment dwarfs that
of the United States, even though
the American market is more ma-
ture. That means Chinese pro-
ducers enjoy enormous efficien-
cies from large-scale production.

In the United States, power
companies frequently face a
choice between buying renew-
able energy equipment or con-
tinuing to operate fossil-fuel-fired
power plants that have already

been built and paid for. In China,
power companies have to buy
lots of new equipment anyway,
and alternative energy, particu-
larly wind and nuclear, is increas-
ingly priced competitively.

Interest rates as low as 2 per-
cent for bank loans — the result
of a savings rate of 40 percent
and a government policy of steer-
ing loans to renewable energy —
have also made a big difference.

As in many other industries,
China’s low labor costs are an ad-
vantage in energy. Although Chi-
nese wages have risen sharply in
the last five years, Vestas still
pays assembly line workers here
only $4,100 a year.

China’s commitment to renew-
able energy is expensive. Al-
though costs are falling steeply
through mass production, wind
energy is still 20 to 40 percent
more expensive than coal-fired
power. Solar power is still at least
twice as expensive as coal.

The Chinese government
charges a renewable energy fee
to all electricity users. The fee in-
creases residential electricity
bills by 0.25 percent to 0.4 per-

cent. For industrial users of elec-
tricity, the fee doubled in Novem-
ber to roughly 0.8 percent of the
electricity bill. 

The fee revenue goes to com-
panies that operate the electricity
grid, to make up the cost differ-
ence between renewable energy
and coal-fired power.

Renewable energy fees are not
yet high enough to affect China’s
competitiveness even in energy-
intensive industries, said the
chairman of a Chinese industrial
company, who asked not to be
identified because of the political
sensitivity of electricity rates in
China.

Grid operators are unhappy.
They are reimbursed for the ex-
tra cost of buying renewable en-
ergy instead of coal-fired power,
but not for the formidable cost of
building power lines to wind tur-
bines and other renewable ener-
gy producers, many of them in
remote, windswept areas. Trans-
mission losses are high for send-
ing power over long distances to
cities, and nearly a third of Chi-
na’s wind turbines are not yet
connected to the national grid.

Most of these turbines were
built only in the last year, howev-
er, and grid construction has not
caught up. Under legislation
passed by the Chinese legislature
on Dec. 26, a grid operator that
does not connect a renewable en-
ergy operation to the grid must
pay that operation twice the val-
ue of the electricity that cannot
be distributed.

With prices tumbling, China’s
wind and solar industries are in-
creasingly looking to sell equip-
ment abroad — and facing com-
plaints by Western companies
that they have unfair advantages.
When a Chinese company
reached a deal in November to
supply turbines for a big wind
farm in Texas, there were calls in
Congress to halt federal spending
on imported equipment.

“Every country, including the
United States and in Europe,
wants a low cost of renewable en-
ergy,” said Ma Lingjuan, deputy
managing director of China’s re-
newable energy association.
“Now China has reached that lev-
el, but it gets criticized by the rest
of the world.”

SHIHO FUKADA FOR THE NEW YORK TIMES

Wind turbine parts at a factory in Tianjin. Shifting to sustainable energy could leave the West dependent on China, much as it now depends on the Middle East.
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As its legal troubles mount,
Goldman Sachs is losing a big
corporate client: the American
International Group. 

A.I.G., the insurance giant that
planned to retain Goldman to
help reorganize its businesses,
has replaced Goldman as its
main corporate adviser, accord-
ing to three people with knowl-
edge of the matter, which was not
intended to be public. Instead,
the insurer is turning to Citigroup
and Bank of America. 

The move is the first in what
some analysts warn could be a
series of defections among Gold-
man’s clients after accusations —
vigorously denied by Goldman —
that it defrauded customers in a
complex mortgage investment. A
Goldman spokesman declined to
comment. 

As Goldman’s legal problems
have escalated — first with a civil
fraud suit filed by the Securities
and Exchange Commission, and
then with a federal criminal in-
vestigation — some investors
have grown increasingly anxious
about the potential damage to
Goldman’s reputation and busi-
ness. 

A.I.G.’s decision leaves Gold-
man out of the mix at a pivotal
moment for the insurance com-
pany and breaks a traditionally
close relationship. A.I.G., which
has yet to repay billions of dollars
of federal aid, helped to insure
billions of dollars of Goldman’s
mortgage securities, including
seven deals like the one involved
in the securities fraud case filed
last month by the S.E.C.

The news comes as Goldman
executives prepare to meet with
shareholders on Friday at the
bank’s annual meeting. Gold-
man’s chairman and chief execu-
tive, Lloyd C. Blankfein, will con-
front shareholders who are anx-

A.I.G. Said 
To Dismiss
Goldman 

Continued on Page 2

By DAVID M. HERSZENHORN

WASHINGTON — The Senate
on Thursday rejected an effort by
liberal Democrats to break up
some of the biggest banks, de-
feating an amendment to finan-
cial regulatory legislation that
would have imposed new limits
on the size and scope of financial
companies. 

The amendment, proposed by
Senators Sherrod Brown, Demo-
crat of Ohio, and Ted Kaufman,
Democrat of Delaware, would
have forced some of the heaviest
hitters on Wall Street, including
Citigroup and Goldman Sachs, to
shrink in size to limit the risk that
big banks pose to the broader fi-
nancial system. 

The vote was 61 to 33, with 29
Democrats and 3 Republicans
and 1 independent in favor, and 27
Democrats and 33 Republicans
and 1 independent opposed. 

It came as the Senate, ham-
strung by partisan skirmishing
over procedural issues, lurched
forward with the broader bill,
which would impose the most far-
reaching overhaul of the regula-
tory system since the aftermath
of the Great Depression. 

Opponents of the Brown-Kauf-
man amendment, including Sena-
tor Christopher J. Dodd, Demo-
crat of Connecticut and chairman
of the banking committee, said
that size alone was not a cause
for concern and that the underly-
ing financial regulatory bill al-
ready contained provisions to
discourage the risky actions that
led to the 2008 financial crisis,
and to let regulators break up
banks should they pose any dan-
ger. 

“Size is not the appropriate re-
striction,” said Senator Mark
Warner, Democrat of Virginia
and a member of the banking
committee, who helped draft the
regulatory bill. “The real ques-
tion should be the level of inter-

Bid to Shrink
Big Banks
Falls Short

Continued on Page 5

By KEITH BRADSHER

HONG KONG — Even as China has set ambitious
goals for itself in clean-energy production and reduction
of global warming gases, the country’s surging demand
for power from oil and coal has led to the largest six-
month increase in the tonnage of human generated green-
house gases ever by a single country.

China’s leaders are so concerned about rising energy
use and declining energy efficiency that the cabinet held a
special meeting this week to discuss the problem, ac-
cording to a statement Thursday from the ministry of in-
dustry and information technology. Coal-fired electricity
and oil sales each climbed 24 percent in the first quarter
from a year earlier, on the heels of similar increases in the
fourth quarter 

Premier Wen Jiabao promised tougher policies to en-
force energy conservation, including a ban on govern-
ment approval of any new projects by companies that
failed to eliminate inefficient capacity, the ministry said.
Mr. Wen also said that China had to find a way to meet the
target in its current five-year plan of a 20 percent im-
provement in energy efficiency.

“We can never break our pledge, stagger our resolu-
tion or weaken our efforts, no matter how difficult it is,”
Mr. Wen said. Western experts say it will be hard to meet
the target, but that China’s leaders seem determined.

“No country of this size has seen energy demand
grow this fast before in absolute terms, and those who are
most concerned about this are the Chinese themselves,”
said Jonathan Sinton, the China program manager at the 

In China, Soaring Energy Appetite Threatens Emissions Goals

SHENG LI/REUTERS

A worker unloads coal at a railway station. China’s demand for coal-fired electricity has risen sharply.Continued on Page 4

Combine one part nervous traders, one part
Greek crisis and one part trader error. Stir in one
part central bank complacency. Bring to boil. Panic.

That combination produced one of the wildest
days ever in financial markets, with the Dow Jones

industrial average, at one point, down
almost 1,000 points while the euro sank
to its lowest level in more than a year.
There were substantial declines in
emerging markets, whose economies
had seemed to be booming, and in de-
veloped markets fearful of renewed re-

cessions.
Even though a substantial part of the worst

plunge appeared to be linked to a trader error — one
$40 stock fell for a time to one penny — prices had
fallen around the world even before such mistakes

began to happen.
It appears that investors are again growing

more hesitant to own assets like stocks and bonds,
particularly since many now cost far more than they
did only a few months ago. 

Another sharp retrenchment by investors, con-
sumers and businesses could threaten the current
global recovery by choking off financing and new or-
ders for companies.

For much of the last 14 months, the prices of
risky assets around the world have been rising rap-
idly. That recovery, from lows reached in March
2009 amid talk of a new Great Depression, both re-
flected and encouraged a revival in economic activi-
ty. Manufacturers in most countries this week re-
ported rapidly growing order books.

The most recent recession was made in the
United States, and to a large extent it was unmade
here as well. If it was the subprime mortgage mar-
ket and other credit excesses that sent markets reel-
ing, it was also a willingness of the American gov-
ernment, including the Federal Reserve Board, to
plow in money when fears were at their highest that
helped to bring those markets and economic activity

RUTH FREMSON/THE NEW YORK TIMES

Visitors on the floor of the New York Stock Exchange watched monitors on
Thursday as the Dow Jones index plunged by hundreds of points within minutes.

Continued on Page 7

Momentary Lapse
Stock markets plunged 
suddenly Thursday afternoon 
and gained speed as computer 
programs kicked in. But almost 
as quickly, the market recovered 
much of the decline.
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By JACK EWING

FRANKFURT — The European Central Bank
disappointed investors hoping for decisive action on
Thursday to contain the euro zone’s increasingly
virulent debt crisis, pushing the euro to another low
for the year. 

Investors had been speculating that the Euro-
pean bank might take the unprecedented step of
buying Greek bonds itself after a 110 billion euro, or
$142 billion, rescue package by the European Union

and International Monetary Fund, announced Sun-
day, failed to soothe fears that Greece would default
on its debt. 

But the president of the central bank, Jean-
Claude Trichet, said the subject of a drastic move to
reassure markets, like buying government bonds di-
rectly, did not even come up at the bank’s regular
monthly meeting, which was held in Lisbon on
Thursday. 

Investors had hoped for a stronger indication
that the central bank was willing to take bold steps

in response to the debt crisis, which could lap into
Portugal and Spain as well as Italy, Ireland and Brit-
ain. 

“I don’t how long it will take them to recognize
the seriousness of the situation,” Silvio Peruzzo,
euro area economist at Royal Bank of Scotland, said
of the central bank’s governing council. 

In the absence of a strong European central
government, the central bank is the main institution
standing behind the single currency with the politi-
cal independence to act quickly. But the crisis has
sorely exposed the bank’s limited powers and influ-
ence, especially compared with its United States
counterpart, the Federal Reserve. 

Deflated investors all but ignored assurances
by Mr. Trichet at a news conference that “Greece
will not default.” Risk premiums on Greek bonds
soared. 

Markets also took little comfort in Mr. Trichet’s
effort to abate fears of a contagion by saying that
“Portugal is not Greece, Spain is not Greece.” The
risk premium, or spread, on Spanish 10-year bonds
over equivalent German debt rose to its highest lev-
el since the introduction of the euro in 1999, while the
spread on Portuguese debt also widened. 

Spain, whose strains are being closely watched 

European Bank’s Assurances Fail to Placate Investors
“Greece will not default,” said the European
Central Bank president, Jean-Claude Trichet,
center, but markets took little comfort.

FRANCISCO SECO/ASSOCIATED PRESS
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As its legal troubles mount,
Goldman Sachs is losing a big
corporate client: the American
International Group. 

A.I.G., the insurance giant that
planned to retain Goldman to
help reorganize its businesses,
has replaced Goldman as its
main corporate adviser, accord-
ing to three people with knowl-
edge of the matter, which was not
intended to be public. Instead,
the insurer is turning to Citigroup
and Bank of America. 

The move is the first in what
some analysts warn could be a
series of defections among Gold-
man’s clients after accusations —
vigorously denied by Goldman —
that it defrauded customers in a
complex mortgage investment. A
Goldman spokesman declined to
comment. 

As Goldman’s legal problems
have escalated — first with a civil
fraud suit filed by the Securities
and Exchange Commission, and
then with a federal criminal in-
vestigation — some investors
have grown increasingly anxious
about the potential damage to
Goldman’s reputation and busi-
ness. 

A.I.G.’s decision leaves Gold-
man out of the mix at a pivotal
moment for the insurance com-
pany and breaks a traditionally
close relationship. A.I.G., which
has yet to repay billions of dollars
of federal aid, helped to insure
billions of dollars of Goldman’s
mortgage securities, including
seven deals like the one involved
in the securities fraud case filed
last month by the S.E.C.

The news comes as Goldman
executives prepare to meet with
shareholders on Friday at the
bank’s annual meeting. Gold-
man’s chairman and chief execu-
tive, Lloyd C. Blankfein, will con-
front shareholders who are anx-
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WASHINGTON — The Senate
on Thursday rejected an effort by
liberal Democrats to break up
some of the biggest banks, de-
feating an amendment to finan-
cial regulatory legislation that
would have imposed new limits
on the size and scope of financial
companies. 

The amendment, proposed by
Senators Sherrod Brown, Demo-
crat of Ohio, and Ted Kaufman,
Democrat of Delaware, would
have forced some of the heaviest
hitters on Wall Street, including
Citigroup and Goldman Sachs, to
shrink in size to limit the risk that
big banks pose to the broader fi-
nancial system. 

The vote was 61 to 33, with 29
Democrats and 3 Republicans
and 1 independent in favor, and 27
Democrats and 33 Republicans
and 1 independent opposed. 

It came as the Senate, ham-
strung by partisan skirmishing
over procedural issues, lurched
forward with the broader bill,
which would impose the most far-
reaching overhaul of the regula-
tory system since the aftermath
of the Great Depression. 

Opponents of the Brown-Kauf-
man amendment, including Sena-
tor Christopher J. Dodd, Demo-
crat of Connecticut and chairman
of the banking committee, said
that size alone was not a cause
for concern and that the underly-
ing financial regulatory bill al-
ready contained provisions to
discourage the risky actions that
led to the 2008 financial crisis,
and to let regulators break up
banks should they pose any dan-
ger. 

“Size is not the appropriate re-
striction,” said Senator Mark
Warner, Democrat of Virginia
and a member of the banking
committee, who helped draft the
regulatory bill. “The real ques-
tion should be the level of inter-
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HONG KONG — Even as China has set ambitious
goals for itself in clean-energy production and reduction
of global warming gases, the country’s surging demand
for power from oil and coal has led to the largest six-
month increase in the tonnage of human generated green-
house gases ever by a single country.

China’s leaders are so concerned about rising energy
use and declining energy efficiency that the cabinet held a
special meeting this week to discuss the problem, ac-
cording to a statement Thursday from the ministry of in-
dustry and information technology. Coal-fired electricity
and oil sales each climbed 24 percent in the first quarter
from a year earlier, on the heels of similar increases in the
fourth quarter 

Premier Wen Jiabao promised tougher policies to en-
force energy conservation, including a ban on govern-
ment approval of any new projects by companies that
failed to eliminate inefficient capacity, the ministry said.
Mr. Wen also said that China had to find a way to meet the
target in its current five-year plan of a 20 percent im-
provement in energy efficiency.

“We can never break our pledge, stagger our resolu-
tion or weaken our efforts, no matter how difficult it is,”
Mr. Wen said. Western experts say it will be hard to meet
the target, but that China’s leaders seem determined.

“No country of this size has seen energy demand
grow this fast before in absolute terms, and those who are
most concerned about this are the Chinese themselves,”
said Jonathan Sinton, the China program manager at the 
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A worker unloads coal at a railway station. China’s demand for coal-fired electricity has risen sharply.Continued on Page 4
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Greek crisis and one part trader error. Stir in one
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That combination produced one of the wildest
days ever in financial markets, with the Dow Jones

industrial average, at one point, down
almost 1,000 points while the euro sank
to its lowest level in more than a year.
There were substantial declines in
emerging markets, whose economies
had seemed to be booming, and in de-
veloped markets fearful of renewed re-

cessions.
Even though a substantial part of the worst

plunge appeared to be linked to a trader error — one
$40 stock fell for a time to one penny — prices had
fallen around the world even before such mistakes

began to happen.
It appears that investors are again growing

more hesitant to own assets like stocks and bonds,
particularly since many now cost far more than they
did only a few months ago. 

Another sharp retrenchment by investors, con-
sumers and businesses could threaten the current
global recovery by choking off financing and new or-
ders for companies.

For much of the last 14 months, the prices of
risky assets around the world have been rising rap-
idly. That recovery, from lows reached in March
2009 amid talk of a new Great Depression, both re-
flected and encouraged a revival in economic activi-
ty. Manufacturers in most countries this week re-
ported rapidly growing order books.

The most recent recession was made in the
United States, and to a large extent it was unmade
here as well. If it was the subprime mortgage mar-
ket and other credit excesses that sent markets reel-
ing, it was also a willingness of the American gov-
ernment, including the Federal Reserve Board, to
plow in money when fears were at their highest that
helped to bring those markets and economic activity
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Visitors on the floor of the New York Stock Exchange watched monitors on
Thursday as the Dow Jones index plunged by hundreds of points within minutes.
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FRANKFURT — The European Central Bank
disappointed investors hoping for decisive action on
Thursday to contain the euro zone’s increasingly
virulent debt crisis, pushing the euro to another low
for the year. 

Investors had been speculating that the Euro-
pean bank might take the unprecedented step of
buying Greek bonds itself after a 110 billion euro, or
$142 billion, rescue package by the European Union

and International Monetary Fund, announced Sun-
day, failed to soothe fears that Greece would default
on its debt. 

But the president of the central bank, Jean-
Claude Trichet, said the subject of a drastic move to
reassure markets, like buying government bonds di-
rectly, did not even come up at the bank’s regular
monthly meeting, which was held in Lisbon on
Thursday. 

Investors had hoped for a stronger indication
that the central bank was willing to take bold steps

in response to the debt crisis, which could lap into
Portugal and Spain as well as Italy, Ireland and Brit-
ain. 

“I don’t how long it will take them to recognize
the seriousness of the situation,” Silvio Peruzzo,
euro area economist at Royal Bank of Scotland, said
of the central bank’s governing council. 

In the absence of a strong European central
government, the central bank is the main institution
standing behind the single currency with the politi-
cal independence to act quickly. But the crisis has
sorely exposed the bank’s limited powers and influ-
ence, especially compared with its United States
counterpart, the Federal Reserve. 

Deflated investors all but ignored assurances
by Mr. Trichet at a news conference that “Greece
will not default.” Risk premiums on Greek bonds
soared. 

Markets also took little comfort in Mr. Trichet’s
effort to abate fears of a contagion by saying that
“Portugal is not Greece, Spain is not Greece.” The
risk premium, or spread, on Spanish 10-year bonds
over equivalent German debt rose to its highest lev-
el since the introduction of the euro in 1999, while the
spread on Portuguese debt also widened. 
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European Bank’s Assurances Fail to Placate Investors
“Greece will not default,” said the European
Central Bank president, Jean-Claude Trichet,
center, but markets took little comfort.
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As its legal troubles mount,
Goldman Sachs is losing a big
corporate client: the American
International Group. 

A.I.G., the insurance giant that
planned to retain Goldman to
help reorganize its businesses,
has replaced Goldman as its
main corporate adviser, accord-
ing to three people with knowl-
edge of the matter, which was not
intended to be public. Instead,
the insurer is turning to Citigroup
and Bank of America. 

The move is the first in what
some analysts warn could be a
series of defections among Gold-
man’s clients after accusations —
vigorously denied by Goldman —
that it defrauded customers in a
complex mortgage investment. A
Goldman spokesman declined to
comment. 

As Goldman’s legal problems
have escalated — first with a civil
fraud suit filed by the Securities
and Exchange Commission, and
then with a federal criminal in-
vestigation — some investors
have grown increasingly anxious
about the potential damage to
Goldman’s reputation and busi-
ness. 

A.I.G.’s decision leaves Gold-
man out of the mix at a pivotal
moment for the insurance com-
pany and breaks a traditionally
close relationship. A.I.G., which
has yet to repay billions of dollars
of federal aid, helped to insure
billions of dollars of Goldman’s
mortgage securities, including
seven deals like the one involved
in the securities fraud case filed
last month by the S.E.C.

The news comes as Goldman
executives prepare to meet with
shareholders on Friday at the
bank’s annual meeting. Gold-
man’s chairman and chief execu-
tive, Lloyd C. Blankfein, will con-
front shareholders who are anx-
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WASHINGTON — The Senate
on Thursday rejected an effort by
liberal Democrats to break up
some of the biggest banks, de-
feating an amendment to finan-
cial regulatory legislation that
would have imposed new limits
on the size and scope of financial
companies. 

The amendment, proposed by
Senators Sherrod Brown, Demo-
crat of Ohio, and Ted Kaufman,
Democrat of Delaware, would
have forced some of the heaviest
hitters on Wall Street, including
Citigroup and Goldman Sachs, to
shrink in size to limit the risk that
big banks pose to the broader fi-
nancial system. 

The vote was 61 to 33, with 29
Democrats and 3 Republicans
and 1 independent in favor, and 27
Democrats and 33 Republicans
and 1 independent opposed. 

It came as the Senate, ham-
strung by partisan skirmishing
over procedural issues, lurched
forward with the broader bill,
which would impose the most far-
reaching overhaul of the regula-
tory system since the aftermath
of the Great Depression. 

Opponents of the Brown-Kauf-
man amendment, including Sena-
tor Christopher J. Dodd, Demo-
crat of Connecticut and chairman
of the banking committee, said
that size alone was not a cause
for concern and that the underly-
ing financial regulatory bill al-
ready contained provisions to
discourage the risky actions that
led to the 2008 financial crisis,
and to let regulators break up
banks should they pose any dan-
ger. 

“Size is not the appropriate re-
striction,” said Senator Mark
Warner, Democrat of Virginia
and a member of the banking
committee, who helped draft the
regulatory bill. “The real ques-
tion should be the level of inter-
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By KEITH BRADSHER

HONG KONG — Even as China has set ambitious
goals for itself in clean-energy production and reduction
of global warming gases, the country’s surging demand
for power from oil and coal has led to the largest six-
month increase in the tonnage of human generated green-
house gases ever by a single country.

China’s leaders are so concerned about rising energy
use and declining energy efficiency that the cabinet held a
special meeting this week to discuss the problem, ac-
cording to a statement Thursday from the ministry of in-
dustry and information technology. Coal-fired electricity
and oil sales each climbed 24 percent in the first quarter
from a year earlier, on the heels of similar increases in the
fourth quarter 

Premier Wen Jiabao promised tougher policies to en-
force energy conservation, including a ban on govern-
ment approval of any new projects by companies that
failed to eliminate inefficient capacity, the ministry said.
Mr. Wen also said that China had to find a way to meet the
target in its current five-year plan of a 20 percent im-
provement in energy efficiency.

“We can never break our pledge, stagger our resolu-
tion or weaken our efforts, no matter how difficult it is,”
Mr. Wen said. Western experts say it will be hard to meet
the target, but that China’s leaders seem determined.

“No country of this size has seen energy demand
grow this fast before in absolute terms, and those who are
most concerned about this are the Chinese themselves,”
said Jonathan Sinton, the China program manager at the 

In China, Soaring Energy Appetite Threatens Emissions Goals

SHENG LI/REUTERS

A worker unloads coal at a railway station. China’s demand for coal-fired electricity has risen sharply.Continued on Page 4

Combine one part nervous traders, one part
Greek crisis and one part trader error. Stir in one
part central bank complacency. Bring to boil. Panic.

That combination produced one of the wildest
days ever in financial markets, with the Dow Jones

industrial average, at one point, down
almost 1,000 points while the euro sank
to its lowest level in more than a year.
There were substantial declines in
emerging markets, whose economies
had seemed to be booming, and in de-
veloped markets fearful of renewed re-

cessions.
Even though a substantial part of the worst

plunge appeared to be linked to a trader error — one
$40 stock fell for a time to one penny — prices had
fallen around the world even before such mistakes

began to happen.
It appears that investors are again growing

more hesitant to own assets like stocks and bonds,
particularly since many now cost far more than they
did only a few months ago. 

Another sharp retrenchment by investors, con-
sumers and businesses could threaten the current
global recovery by choking off financing and new or-
ders for companies.

For much of the last 14 months, the prices of
risky assets around the world have been rising rap-
idly. That recovery, from lows reached in March
2009 amid talk of a new Great Depression, both re-
flected and encouraged a revival in economic activi-
ty. Manufacturers in most countries this week re-
ported rapidly growing order books.

The most recent recession was made in the
United States, and to a large extent it was unmade
here as well. If it was the subprime mortgage mar-
ket and other credit excesses that sent markets reel-
ing, it was also a willingness of the American gov-
ernment, including the Federal Reserve Board, to
plow in money when fears were at their highest that
helped to bring those markets and economic activity

RUTH FREMSON/THE NEW YORK TIMES

Visitors on the floor of the New York Stock Exchange watched monitors on
Thursday as the Dow Jones index plunged by hundreds of points within minutes.

Continued on Page 7

Momentary Lapse
Stock markets plunged 
suddenly Thursday afternoon 
and gained speed as computer 
programs kicked in. But almost 
as quickly, the market recovered 
much of the decline.

Source: Bloomberg THE NEW YORK TIMES
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By JACK EWING

FRANKFURT — The European Central Bank
disappointed investors hoping for decisive action on
Thursday to contain the euro zone’s increasingly
virulent debt crisis, pushing the euro to another low
for the year. 

Investors had been speculating that the Euro-
pean bank might take the unprecedented step of
buying Greek bonds itself after a 110 billion euro, or
$142 billion, rescue package by the European Union

and International Monetary Fund, announced Sun-
day, failed to soothe fears that Greece would default
on its debt. 

But the president of the central bank, Jean-
Claude Trichet, said the subject of a drastic move to
reassure markets, like buying government bonds di-
rectly, did not even come up at the bank’s regular
monthly meeting, which was held in Lisbon on
Thursday. 

Investors had hoped for a stronger indication
that the central bank was willing to take bold steps

in response to the debt crisis, which could lap into
Portugal and Spain as well as Italy, Ireland and Brit-
ain. 

“I don’t how long it will take them to recognize
the seriousness of the situation,” Silvio Peruzzo,
euro area economist at Royal Bank of Scotland, said
of the central bank’s governing council. 

In the absence of a strong European central
government, the central bank is the main institution
standing behind the single currency with the politi-
cal independence to act quickly. But the crisis has
sorely exposed the bank’s limited powers and influ-
ence, especially compared with its United States
counterpart, the Federal Reserve. 

Deflated investors all but ignored assurances
by Mr. Trichet at a news conference that “Greece
will not default.” Risk premiums on Greek bonds
soared. 

Markets also took little comfort in Mr. Trichet’s
effort to abate fears of a contagion by saying that
“Portugal is not Greece, Spain is not Greece.” The
risk premium, or spread, on Spanish 10-year bonds
over equivalent German debt rose to its highest lev-
el since the introduction of the euro in 1999, while the
spread on Portuguese debt also widened. 

Spain, whose strains are being closely watched 

European Bank’s Assurances Fail to Placate Investors
“Greece will not default,” said the European
Central Bank president, Jean-Claude Trichet,
center, but markets took little comfort.
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By LOUISE STORY 
and ERIC DASH

As its legal troubles mount,
Goldman Sachs is losing a big
corporate client: the American
International Group. 

A.I.G., the insurance giant that
planned to retain Goldman to
help reorganize its businesses,
has replaced Goldman as its
main corporate adviser, accord-
ing to three people with knowl-
edge of the matter, which was not
intended to be public. Instead,
the insurer is turning to Citigroup
and Bank of America. 

The move is the first in what
some analysts warn could be a
series of defections among Gold-
man’s clients after accusations —
vigorously denied by Goldman —
that it defrauded customers in a
complex mortgage investment. A
Goldman spokesman declined to
comment. 

As Goldman’s legal problems
have escalated — first with a civil
fraud suit filed by the Securities
and Exchange Commission, and
then with a federal criminal in-
vestigation — some investors
have grown increasingly anxious
about the potential damage to
Goldman’s reputation and busi-
ness. 

A.I.G.’s decision leaves Gold-
man out of the mix at a pivotal
moment for the insurance com-
pany and breaks a traditionally
close relationship. A.I.G., which
has yet to repay billions of dollars
of federal aid, helped to insure
billions of dollars of Goldman’s
mortgage securities, including
seven deals like the one involved
in the securities fraud case filed
last month by the S.E.C.

The news comes as Goldman
executives prepare to meet with
shareholders on Friday at the
bank’s annual meeting. Gold-
man’s chairman and chief execu-
tive, Lloyd C. Blankfein, will con-
front shareholders who are anx-
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feating an amendment to finan-
cial regulatory legislation that
would have imposed new limits
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The amendment, proposed by
Senators Sherrod Brown, Demo-
crat of Ohio, and Ted Kaufman,
Democrat of Delaware, would
have forced some of the heaviest
hitters on Wall Street, including
Citigroup and Goldman Sachs, to
shrink in size to limit the risk that
big banks pose to the broader fi-
nancial system. 

The vote was 61 to 33, with 29
Democrats and 3 Republicans
and 1 independent in favor, and 27
Democrats and 33 Republicans
and 1 independent opposed. 

It came as the Senate, ham-
strung by partisan skirmishing
over procedural issues, lurched
forward with the broader bill,
which would impose the most far-
reaching overhaul of the regula-
tory system since the aftermath
of the Great Depression. 

Opponents of the Brown-Kauf-
man amendment, including Sena-
tor Christopher J. Dodd, Demo-
crat of Connecticut and chairman
of the banking committee, said
that size alone was not a cause
for concern and that the underly-
ing financial regulatory bill al-
ready contained provisions to
discourage the risky actions that
led to the 2008 financial crisis,
and to let regulators break up
banks should they pose any dan-
ger. 

“Size is not the appropriate re-
striction,” said Senator Mark
Warner, Democrat of Virginia
and a member of the banking
committee, who helped draft the
regulatory bill. “The real ques-
tion should be the level of inter-
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HONG KONG — Even as China has set ambitious
goals for itself in clean-energy production and reduction
of global warming gases, the country’s surging demand
for power from oil and coal has led to the largest six-
month increase in the tonnage of human generated green-
house gases ever by a single country.

China’s leaders are so concerned about rising energy
use and declining energy efficiency that the cabinet held a
special meeting this week to discuss the problem, ac-
cording to a statement Thursday from the ministry of in-
dustry and information technology. Coal-fired electricity
and oil sales each climbed 24 percent in the first quarter
from a year earlier, on the heels of similar increases in the
fourth quarter 

Premier Wen Jiabao promised tougher policies to en-
force energy conservation, including a ban on govern-
ment approval of any new projects by companies that
failed to eliminate inefficient capacity, the ministry said.
Mr. Wen also said that China had to find a way to meet the
target in its current five-year plan of a 20 percent im-
provement in energy efficiency.

“We can never break our pledge, stagger our resolu-
tion or weaken our efforts, no matter how difficult it is,”
Mr. Wen said. Western experts say it will be hard to meet
the target, but that China’s leaders seem determined.

“No country of this size has seen energy demand
grow this fast before in absolute terms, and those who are
most concerned about this are the Chinese themselves,”
said Jonathan Sinton, the China program manager at the 

In China, Soaring Energy Appetite Threatens Emissions Goals
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Combine one part nervous traders, one part
Greek crisis and one part trader error. Stir in one
part central bank complacency. Bring to boil. Panic.

That combination produced one of the wildest
days ever in financial markets, with the Dow Jones

industrial average, at one point, down
almost 1,000 points while the euro sank
to its lowest level in more than a year.
There were substantial declines in
emerging markets, whose economies
had seemed to be booming, and in de-
veloped markets fearful of renewed re-

cessions.
Even though a substantial part of the worst

plunge appeared to be linked to a trader error — one
$40 stock fell for a time to one penny — prices had
fallen around the world even before such mistakes

began to happen.
It appears that investors are again growing

more hesitant to own assets like stocks and bonds,
particularly since many now cost far more than they
did only a few months ago. 

Another sharp retrenchment by investors, con-
sumers and businesses could threaten the current
global recovery by choking off financing and new or-
ders for companies.

For much of the last 14 months, the prices of
risky assets around the world have been rising rap-
idly. That recovery, from lows reached in March
2009 amid talk of a new Great Depression, both re-
flected and encouraged a revival in economic activi-
ty. Manufacturers in most countries this week re-
ported rapidly growing order books.

The most recent recession was made in the
United States, and to a large extent it was unmade
here as well. If it was the subprime mortgage mar-
ket and other credit excesses that sent markets reel-
ing, it was also a willingness of the American gov-
ernment, including the Federal Reserve Board, to
plow in money when fears were at their highest that
helped to bring those markets and economic activity

RUTH FREMSON/THE NEW YORK TIMES

Visitors on the floor of the New York Stock Exchange watched monitors on
Thursday as the Dow Jones index plunged by hundreds of points within minutes.
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FRANKFURT — The European Central Bank
disappointed investors hoping for decisive action on
Thursday to contain the euro zone’s increasingly
virulent debt crisis, pushing the euro to another low
for the year. 

Investors had been speculating that the Euro-
pean bank might take the unprecedented step of
buying Greek bonds itself after a 110 billion euro, or
$142 billion, rescue package by the European Union

and International Monetary Fund, announced Sun-
day, failed to soothe fears that Greece would default
on its debt. 

But the president of the central bank, Jean-
Claude Trichet, said the subject of a drastic move to
reassure markets, like buying government bonds di-
rectly, did not even come up at the bank’s regular
monthly meeting, which was held in Lisbon on
Thursday. 

Investors had hoped for a stronger indication
that the central bank was willing to take bold steps

in response to the debt crisis, which could lap into
Portugal and Spain as well as Italy, Ireland and Brit-
ain. 

“I don’t how long it will take them to recognize
the seriousness of the situation,” Silvio Peruzzo,
euro area economist at Royal Bank of Scotland, said
of the central bank’s governing council. 

In the absence of a strong European central
government, the central bank is the main institution
standing behind the single currency with the politi-
cal independence to act quickly. But the crisis has
sorely exposed the bank’s limited powers and influ-
ence, especially compared with its United States
counterpart, the Federal Reserve. 

Deflated investors all but ignored assurances
by Mr. Trichet at a news conference that “Greece
will not default.” Risk premiums on Greek bonds
soared. 

Markets also took little comfort in Mr. Trichet’s
effort to abate fears of a contagion by saying that
“Portugal is not Greece, Spain is not Greece.” The
risk premium, or spread, on Spanish 10-year bonds
over equivalent German debt rose to its highest lev-
el since the introduction of the euro in 1999, while the
spread on Portuguese debt also widened. 

Spain, whose strains are being closely watched 

European Bank’s Assurances Fail to Placate Investors
“Greece will not default,” said the European
Central Bank president, Jean-Claude Trichet,
center, but markets took little comfort.
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has replaced Goldman as its
main corporate adviser, accord-
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edge of the matter, which was not
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that it defrauded customers in a
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then with a federal criminal in-
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about the potential damage to
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which would impose the most far-
reaching overhaul of the regula-
tory system since the aftermath
of the Great Depression. 
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cording to a statement Thursday from the ministry of in-
dustry and information technology. Coal-fired electricity
and oil sales each climbed 24 percent in the first quarter
from a year earlier, on the heels of similar increases in the
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Premier Wen Jiabao promised tougher policies to en-
force energy conservation, including a ban on govern-
ment approval of any new projects by companies that
failed to eliminate inefficient capacity, the ministry said.
Mr. Wen also said that China had to find a way to meet the
target in its current five-year plan of a 20 percent im-
provement in energy efficiency.

“We can never break our pledge, stagger our resolu-
tion or weaken our efforts, no matter how difficult it is,”
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the target, but that China’s leaders seem determined.
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grow this fast before in absolute terms, and those who are
most concerned about this are the Chinese themselves,”
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day, failed to soothe fears that Greece would default
on its debt. 

But the president of the central bank, Jean-
Claude Trichet, said the subject of a drastic move to
reassure markets, like buying government bonds di-
rectly, did not even come up at the bank’s regular
monthly meeting, which was held in Lisbon on
Thursday. 

Investors had hoped for a stronger indication
that the central bank was willing to take bold steps

in response to the debt crisis, which could lap into
Portugal and Spain as well as Italy, Ireland and Brit-
ain. 

“I don’t how long it will take them to recognize
the seriousness of the situation,” Silvio Peruzzo,
euro area economist at Royal Bank of Scotland, said
of the central bank’s governing council. 

In the absence of a strong European central
government, the central bank is the main institution
standing behind the single currency with the politi-
cal independence to act quickly. But the crisis has
sorely exposed the bank’s limited powers and influ-
ence, especially compared with its United States
counterpart, the Federal Reserve. 

Deflated investors all but ignored assurances
by Mr. Trichet at a news conference that “Greece
will not default.” Risk premiums on Greek bonds
soared. 

Markets also took little comfort in Mr. Trichet’s
effort to abate fears of a contagion by saying that
“Portugal is not Greece, Spain is not Greece.” The
risk premium, or spread, on Spanish 10-year bonds
over equivalent German debt rose to its highest lev-
el since the introduction of the euro in 1999, while the
spread on Portuguese debt also widened. 
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European Bank’s Assurances Fail to Placate Investors
“Greece will not default,” said the European
Central Bank president, Jean-Claude Trichet,
center, but markets took little comfort.
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As its legal troubles mount,
Goldman Sachs is losing a big
corporate client: the American
International Group. 

A.I.G., the insurance giant that
planned to retain Goldman to
help reorganize its businesses,
has replaced Goldman as its
main corporate adviser, accord-
ing to three people with knowl-
edge of the matter, which was not
intended to be public. Instead,
the insurer is turning to Citigroup
and Bank of America. 

The move is the first in what
some analysts warn could be a
series of defections among Gold-
man’s clients after accusations —
vigorously denied by Goldman —
that it defrauded customers in a
complex mortgage investment. A
Goldman spokesman declined to
comment. 

As Goldman’s legal problems
have escalated — first with a civil
fraud suit filed by the Securities
and Exchange Commission, and
then with a federal criminal in-
vestigation — some investors
have grown increasingly anxious
about the potential damage to
Goldman’s reputation and busi-
ness. 

A.I.G.’s decision leaves Gold-
man out of the mix at a pivotal
moment for the insurance com-
pany and breaks a traditionally
close relationship. A.I.G., which
has yet to repay billions of dollars
of federal aid, helped to insure
billions of dollars of Goldman’s
mortgage securities, including
seven deals like the one involved
in the securities fraud case filed
last month by the S.E.C.

The news comes as Goldman
executives prepare to meet with
shareholders on Friday at the
bank’s annual meeting. Gold-
man’s chairman and chief execu-
tive, Lloyd C. Blankfein, will con-
front shareholders who are anx-

A.I.G. Said 
To Dismiss
Goldman 

Continued on Page 2

By DAVID M. HERSZENHORN

WASHINGTON — The Senate
on Thursday rejected an effort by
liberal Democrats to break up
some of the biggest banks, de-
feating an amendment to finan-
cial regulatory legislation that
would have imposed new limits
on the size and scope of financial
companies. 

The amendment, proposed by
Senators Sherrod Brown, Demo-
crat of Ohio, and Ted Kaufman,
Democrat of Delaware, would
have forced some of the heaviest
hitters on Wall Street, including
Citigroup and Goldman Sachs, to
shrink in size to limit the risk that
big banks pose to the broader fi-
nancial system. 

The vote was 61 to 33, with 29
Democrats and 3 Republicans
and 1 independent in favor, and 27
Democrats and 33 Republicans
and 1 independent opposed. 

It came as the Senate, ham-
strung by partisan skirmishing
over procedural issues, lurched
forward with the broader bill,
which would impose the most far-
reaching overhaul of the regula-
tory system since the aftermath
of the Great Depression. 

Opponents of the Brown-Kauf-
man amendment, including Sena-
tor Christopher J. Dodd, Demo-
crat of Connecticut and chairman
of the banking committee, said
that size alone was not a cause
for concern and that the underly-
ing financial regulatory bill al-
ready contained provisions to
discourage the risky actions that
led to the 2008 financial crisis,
and to let regulators break up
banks should they pose any dan-
ger. 

“Size is not the appropriate re-
striction,” said Senator Mark
Warner, Democrat of Virginia
and a member of the banking
committee, who helped draft the
regulatory bill. “The real ques-
tion should be the level of inter-

Bid to Shrink
Big Banks
Falls Short

Continued on Page 5

By KEITH BRADSHER

HONG KONG — Even as China has set ambitious
goals for itself in clean-energy production and reduction
of global warming gases, the country’s surging demand
for power from oil and coal has led to the largest six-
month increase in the tonnage of human generated green-
house gases ever by a single country.

China’s leaders are so concerned about rising energy
use and declining energy efficiency that the cabinet held a
special meeting this week to discuss the problem, ac-
cording to a statement Thursday from the ministry of in-
dustry and information technology. Coal-fired electricity
and oil sales each climbed 24 percent in the first quarter
from a year earlier, on the heels of similar increases in the
fourth quarter 

Premier Wen Jiabao promised tougher policies to en-
force energy conservation, including a ban on govern-
ment approval of any new projects by companies that
failed to eliminate inefficient capacity, the ministry said.
Mr. Wen also said that China had to find a way to meet the
target in its current five-year plan of a 20 percent im-
provement in energy efficiency.

“We can never break our pledge, stagger our resolu-
tion or weaken our efforts, no matter how difficult it is,”
Mr. Wen said. Western experts say it will be hard to meet
the target, but that China’s leaders seem determined.

“No country of this size has seen energy demand
grow this fast before in absolute terms, and those who are
most concerned about this are the Chinese themselves,”
said Jonathan Sinton, the China program manager at the 

In China, Soaring Energy Appetite Threatens Emissions Goals

SHENG LI/REUTERS

A worker unloads coal at a railway station. China’s demand for coal-fired electricity has risen sharply.Continued on Page 4

Combine one part nervous traders, one part
Greek crisis and one part trader error. Stir in one
part central bank complacency. Bring to boil. Panic.

That combination produced one of the wildest
days ever in financial markets, with the Dow Jones

industrial average, at one point, down
almost 1,000 points while the euro sank
to its lowest level in more than a year.
There were substantial declines in
emerging markets, whose economies
had seemed to be booming, and in de-
veloped markets fearful of renewed re-

cessions.
Even though a substantial part of the worst

plunge appeared to be linked to a trader error — one
$40 stock fell for a time to one penny — prices had
fallen around the world even before such mistakes

began to happen.
It appears that investors are again growing

more hesitant to own assets like stocks and bonds,
particularly since many now cost far more than they
did only a few months ago. 

Another sharp retrenchment by investors, con-
sumers and businesses could threaten the current
global recovery by choking off financing and new or-
ders for companies.

For much of the last 14 months, the prices of
risky assets around the world have been rising rap-
idly. That recovery, from lows reached in March
2009 amid talk of a new Great Depression, both re-
flected and encouraged a revival in economic activi-
ty. Manufacturers in most countries this week re-
ported rapidly growing order books.

The most recent recession was made in the
United States, and to a large extent it was unmade
here as well. If it was the subprime mortgage mar-
ket and other credit excesses that sent markets reel-
ing, it was also a willingness of the American gov-
ernment, including the Federal Reserve Board, to
plow in money when fears were at their highest that
helped to bring those markets and economic activity

RUTH FREMSON/THE NEW YORK TIMES

Visitors on the floor of the New York Stock Exchange watched monitors on
Thursday as the Dow Jones index plunged by hundreds of points within minutes.

Continued on Page 7

Momentary Lapse
Stock markets plunged 
suddenly Thursday afternoon 
and gained speed as computer 
programs kicked in. But almost 
as quickly, the market recovered 
much of the decline.

Source: Bloomberg THE NEW YORK TIMES

10,000

10,200

10,400

10,600

2:46
9,869.62

–9.2%

Close
10,520.32

–3.2%Dow industrials

PREVIOUS CLOSE: 10,868.10

11 A.M.10 A.M. 12 P.M. 1 P.M. 2 P.M. 3 P.M.

Frayed Nerves, Trader Errors, Abrupt Panic
Adding to the Unease:

Concern That Europeans
Will Repeat U.S. Mistakes 

FLOYD
NORRIS

HIGH & LOW
FINANCE

By JACK EWING

FRANKFURT — The European Central Bank
disappointed investors hoping for decisive action on
Thursday to contain the euro zone’s increasingly
virulent debt crisis, pushing the euro to another low
for the year. 

Investors had been speculating that the Euro-
pean bank might take the unprecedented step of
buying Greek bonds itself after a 110 billion euro, or
$142 billion, rescue package by the European Union

and International Monetary Fund, announced Sun-
day, failed to soothe fears that Greece would default
on its debt. 

But the president of the central bank, Jean-
Claude Trichet, said the subject of a drastic move to
reassure markets, like buying government bonds di-
rectly, did not even come up at the bank’s regular
monthly meeting, which was held in Lisbon on
Thursday. 

Investors had hoped for a stronger indication
that the central bank was willing to take bold steps

in response to the debt crisis, which could lap into
Portugal and Spain as well as Italy, Ireland and Brit-
ain. 

“I don’t how long it will take them to recognize
the seriousness of the situation,” Silvio Peruzzo,
euro area economist at Royal Bank of Scotland, said
of the central bank’s governing council. 

In the absence of a strong European central
government, the central bank is the main institution
standing behind the single currency with the politi-
cal independence to act quickly. But the crisis has
sorely exposed the bank’s limited powers and influ-
ence, especially compared with its United States
counterpart, the Federal Reserve. 

Deflated investors all but ignored assurances
by Mr. Trichet at a news conference that “Greece
will not default.” Risk premiums on Greek bonds
soared. 

Markets also took little comfort in Mr. Trichet’s
effort to abate fears of a contagion by saying that
“Portugal is not Greece, Spain is not Greece.” The
risk premium, or spread, on Spanish 10-year bonds
over equivalent German debt rose to its highest lev-
el since the introduction of the euro in 1999, while the
spread on Portuguese debt also widened. 

Spain, whose strains are being closely watched 

European Bank’s Assurances Fail to Placate Investors
“Greece will not default,” said the European
Central Bank president, Jean-Claude Trichet,
center, but markets took little comfort.

FRANCISCO SECO/ASSOCIATED PRESS

Continued on Page 6
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International Energy Agency in
Paris.

China has been the world’s
largest emitter of greenhouse
gases each year since 2006, lead-
ing the United States by an ever-
widening margin. A failure by
China to meet its own energy effi-
ciency targets would be a big set-
back for international efforts to
limit such emissions.

Such a failure would also be a
potential diplomatic embarrass-
ment for the Chinese govern-
ment, which promised the world
just before the Copenhagen cli-
mate summit meeting in Decem-
ber that it would improve energy
efficiency. 

The issue has major economic
implications for China and for
global energy markets. The na-
tion’s ravenous appetite for fossil
fuels is driven by China’s shifting
economic base — away from light
export industries like garment
and shoe production and toward
energy-intensive heavy indus-
tries like steel and cement manu-
facturing for cars and construc-
tion for the domestic market. 

Almost all urban households in
China now have a washing ma-
chine, a refrigerator and an air-
conditioner, according to govern-
ment statistics. Rural ownership
of appliances is now soaring as
well because of new government
subsidies for their purchase since
late 2008. 

Car ownership is rising rapidly
in the cities, while bicycle owner-
ship is actually falling in rural
areas as more families buy
motorcycles and light trucks.

General Motors announced on
Thursday that its sales in China
rose 41 percent in April from a
year earlier, virtually all of the

vehicles made in China because
of high import taxes.

Zhou Xi’an, a National Energy
Administration official, said in a
statement last month that fossil
fuel consumption was likely to in-
crease further in the second
quarter of this year because of
rising car ownership, diesel use
in the increasingly mechanized
agricultural sector and extra jet
fuel consumption for travelers to
the Shanghai Expo.

The shift in the composition of
China’s economic output is over-
whelming the effects of China’s
rapid expansion of renewable en-
ergy and its existing energy con-
servation program, energy ex-
perts said.

The increase in energy con-
sumption in the first quarter was
twice as fast as economic growth
of about 12 percent during that
period, a sign that rising energy
consumption is not just the result
of a rebounding economy but also
of changes in the mix of industri-
al activity. The shift in activity is
partly because of China’s eco-
nomic stimulus program, which
has resulted in a surge in public
works construction that requires
a lot of steel and cement. 

Burning fossil fuels releases
carbon dioxide, which many sci-
entists describe as the biggest
man-made contributor to global
warming.

President Hu Jintao pledged in
November that by 2020 the Chi-
nese government would slow its
growth in greenhouse gases by
sharply improving energy effi-
ciency. Mr. Wen went to the Co-
penhagen climate meeting three
weeks later and opposed any in-
ternational monitoring of China’s
energy efficiency effort or bind-
ing limits on China’s overall ener-
gy consumption.

China’s current five-year plan,

from 2006 to 2010, already sets an
efficiency target that the country
may now be less likely to meet.

The plan calls for the energy
needed for each unit of economic
output to decline by 20 percent in
2010 compared to 2005.

For a while, China seemed to
be on track toward that goal. Ac-
cording to the ministry of indus-
try and information technology,
energy efficiency actually im-
proved by more than 14 percent
from 2005 to 2009.

But it deteriorated by 3.2 per-
cent in the first quarter, the min-
istry said on Thursday.

Mr. Wen said that this deterio-
ration would make it “particular-
ly difficult” for China to meet the
20 percent target.

Without big policy changes,
like raising fuel taxes, “they can’t
possibly make it,” said Julie Beat-
ty, principal energy economist at
Wood Mackenzie, a big energy
consulting firm based in Edin-
burgh, Scotland.

Mr. Hu promised last Novem-
ber that China would improve the
energy efficiency of its economy
by 40 to 45 percent by 2020. The
ministry statement on Thursday
did not mention whether Mr.
Hu’s promise might still be
achievable.

Complicating energy efficiency
calculations is the fact that Chi-
na’s National Bureau of Statistics
has begun a comprehensive revi-
sion of all of the country’s energy
statistics for the last 10 years, re-

stating them with more of the de-
tails commonly available in other
countries’ data. Western experts
also expect the revision to show
that China has been using even
more energy and releasing even
more greenhouse gases than pre-
viously thought.

Revising the data now runs the
risk that other countries will dis-
trust the results and demand
greater international monitoring
of any future pledges by China. If
the National Bureau of Statistics
revises up the 2005 data more
than recent data, for example,
then China might appear to have
met its target at the end of this
year for a 20 percent improve-
ment in energy efficiency.

China’s recent embrace of re-
newable energy has done little so
far to slow the rise in emissions
from the burning of fossil fuels.

Wind energy effectively dou-
bled in this year’s first quarter
compared with a year earlier, as
China has emerged as the world’s
largest manufacturer and install-
er of wind turbines. But wind still
accounts for just 2 percent of Chi-
na’s electricity capacity — and
only 1 percent of actual output,
because the wind does not blow
all the time.

Meanwhile, fuel-intensive
heavy industry output rose 22
percent in the first quarter in Chi-
na from a year earlier, while light
industry increased 14 percent.

Rajendra K. Pachauri, the

chairman of the Intergovernmen-
tal Panel on Climate Change, a
United Nations research unit,
said in an e-mail message that he
believed China was serious about
addressing its emissions.

“There is a growing realization
within Chinese society that major
reductions in greenhouse gas
emissions would be of overall
benefit to China,” he wrote after
learning of the latest Chinese en-
ergy statistics. “This is important
not only for global reasons, be-
cause China is now responsible
for the highest emissions of
greenhouse gases, but also be-
cause its per capita emissions are
increasing at a rapid rate.”

To some extent, China’s energy
consumption now might actually
help limit its global warming
emissions in the future.

China, for example, used 200
million tons of cement in building
rail lines last year, while the en-
tire American economy only used
93 million tons, said David Frid-
ley, a China energy specialist at
the Lawrence Berkeley National
Laboratory. Although production
of that cement raised energy use
and emissions of global warming
gases, it also expanded a rail sys-
tem that is among the most ener-
gy-efficient in the world.

China currently moves only 55
percent of its coal by rail, for ex-
ample, which is down from 80
percent a decade ago, as many
coal users have been forced by
inadequate rail capacity to haul
coal in trucks instead. The trucks
burn 10 or more times as much
fuel per mile to haul a ton of coal,
Mr. Fridley said.

But now, with new high-speed
passenger lines leaving more
room on older lines to haul coal
and other freight, the percent-
ages could begin shifting away
from energy-inefficient trucking,
he said.

ADRIAN BRADSHAW/EUROPEAN PRESSPHOTO AGENCY

Workers install high-voltage lines. China’s target is to be 20 percent more energy efficient.

Despite China’s goals for new forms of clean energy, the 
country’s shift toward energy-intensive heavy industry 
has forced a greater-than-ever reliance on thermal 
power plants, virtually all of which burn coal. 

New Demand for Old Energy

Thermal electricity production
Change from previous year

Source: China’s National Bureau of Statistics via CEIC Data THE NEW YORK TIMES
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Demand for Energy 
Blunts China’s Hope
To Reduce Emissions

The consumption of
fossil fuel is likely to
increase because of
rising car ownership.

From First Business Page

SHENG LI/REUTERS

Increased energy demand has been spurred by a shift toward heavy industries like steel. 

the Toyota circumstances have
focused everyone’s attention on
what needs to change,” said Ami
Gadhia, the Washington policy
counsel for Consumers Union,
the parent of Consumer Reports
magazine.

Representative Henry A. Wax-
man, chairman of the House En-
ergy and Commerce Committee,
which held a subcommittee hear-
ing on Thursday, and Senator
John D. Rockefeller IV, who
heads the Senate Commerce
Committee, have prepared paral-
lel bills that are serving as the
general framework for the pro-
posals. More hearings are ex-
pected in both houses in the com-
ing weeks.

“Today’s cars are more and
more complex and the technol-
ogy is growing more sophisticat-
ed,” Mr. Rockefeller, a Democrat,
said in an e-mail message. “We
must make sure the safety and
oversight of these vehicles ad-
vances, too.”

Federal regulators, who have
come under fire for reacting too
slowly to Toyota’s problems, have

said they would welcome strong-
er standards allowing them to or-
der immediate recalls if consum-
ers are in danger. Currently, a
federally required recall is a
lengthy and cumbersome pro-
cess, meaning virtually all recalls
are voluntary actions by the car-
makers.

“We want to be an agency that
takes risks off the road as fast as
we can,” David L. Strickland, the
administrator of the National
Highway Traffic Safety Adminis-
tration, told the House subcom-
mittee on Thursday. Mr. Strick-
land said anything Congress
could do to make that possible “is
something we can wholeheart-
edly embrace.”

Industry representatives said
they could back a proposal call-
ing for cars to contain brake over-
ride systems that would allow a
driver to get the vehicle under
control, even if the throttle was
stuck open. Their trade group,
the Alliance of Automobile Manu-
facturers, also supports installing
event data recorders, nicknamed
black boxes, to log information
shortly before and after a crash.

In the past, carmakers have
worked to weaken broad safety
efforts, and even in this case,
trade group officials have raised
questions about whether so much
change is needed.

But in the end, automakers
may have little choice but to go
along with some of the Congres-
sional efforts, industry analysts
said, considering that the Treas-

ury provided $65 billion in financ-
ing to General Motors and Chrys-
ler, and Congress passed the
cash-for-clunkers legislation that
automakers sought last year to
help lift them out of a devastating
slump.

In addition, compliance with
some technical aspects may not
be too difficult. For example,
about 80 percent of new vehicles
sold in the United States already
have some form of an event data
recorder. And a number of com-
panies, including Toyota, install
brake override systems on at
least some of their vehicles. 

Clarence Ditlow, a longtime
safety advocate, said new legisla-
tion could help restore consumer
confidence in the automobile in-
dustry. Still, some in and out of
the industry fear that Congress
may be trying too much.

“It’s kind of like a shotgun ap-
proach here, hitting everything
that came up in the news in the
past six months,” said Dan Ed-
munds, the director of automo-
tive testing for Edmunds.com, a
Web site that offers car buying
advice.

Representative Steve Scalise, a
Republican of Louisiana, was
among several lawmakers on
Thursday who questioned the
idea of imposing safety fees on
automakers. 

“The goals of this draft are
good,” Mr. Scalise said of the
House legislation, “but I have
concerns about the steps it takes
to get there.”

David McCurdy, president of
the automakers’ alliance, cau-
tioned that lawmakers needed to
balance the proposals against the
needs of consumers and carmak-
ers. Others noted that federal
regulators already had the au-
thority to order rules concerning
auto safety measures and that
added enforcement provisions
might prove redundant. 

However, Allan Kam, a former
lawyer for the traffic safety agen-
cy who is now a consultant on
safety matters, said the propos-
als could put the agency in a bet-
ter negotiating position.

“The industry has a way of
bargaining the agency down”
when it comes to recalls, Mr.
Kam said. That practice was il-
lustrated by documents from
Toyota, which showed that the
carmaker saved $100 million in
2007 by persuading the agency to
accept a less extensive recall.

He said a sweeping Congres-
sional measure would reinforce
the need to act more quickly in
situations like the Toyota recalls.
One proposal to speed things
along would require foreign auto-
makers to have a senior execu-
tive in the United States empow-
ered to make decisions. Another
would allow the traffic safety
agency to impose much larger
fines on companies that drag
their feet.

“Realistically, you only get
Congress’s attention every so
often,” Mr. Kam said.

Although Congress has passed
safety measures in recent years,
the current proposals are the
first sweeping approach since the
Tread Act, for Transportation Re-
call Enhancement, Accountabil-
ity and Documentation, which
was passed in 2000. It required
auto companies and equipment
makers to report more regularly

to the agency and allowed the
transportation secretary to order
that recalls or replacements be
accelerated. The act, which in-
cluded 15 rule-making orders,
also required measures involving
tire safety and child safety re-
straints. 

The current effort got its start
in Congressional hearings this
winter on the Toyota recalls. The
sessions revealed conflicts inside
the company, as well as disputes
with the traffic safety agency,
where officials spent months
pushing the automaker to act.
Toyota’s chief executive, Akio
Toyoda, apologized repeatedly
for the company’s slow response,
while Toyota’s American officials
disclosed that the final say over
safety steps lay only with execu-
tives in Japan.

The main safety features in the
new proposals — the brake over-
ride systems and the black boxes
— stem directly from the Toyota
situation. Toyota offers the sys-
tems on some of its vehicles and
announced plans this week to
speed up their installation on
new vehicles and to retrofit vehi-
cles when feasible.

The black boxes on its cars are
different from those on other
automobiles and can be read only
by special equipment. Before the
recalls, Mr. Strickland said, the
agency did not have the ability to
read Toyota’s data recorders. The
company has since made dozens
of recorders available.

In Washington, a Renewed Appetite for Strong Regulation of Automobile Safety

CHIP SOMODEVILLA/GETTY IMAGES

Representative Henry Wax-
man, chairman of the House
Energy and Commerce Com-
mittee, spoke on Thursday at
a subcommittee hearing on a
bill he drafted to improve safe-
ty standards. 
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In an audio interview,
Micheline Maynard discusses

the prospect of a new regulatory
era for the auto industry.
nytimes.com/businessday
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International Energy Agency in
Paris.

China has been the world’s
largest emitter of greenhouse
gases each year since 2006, lead-
ing the United States by an ever-
widening margin. A failure by
China to meet its own energy effi-
ciency targets would be a big set-
back for international efforts to
limit such emissions.

Such a failure would also be a
potential diplomatic embarrass-
ment for the Chinese govern-
ment, which promised the world
just before the Copenhagen cli-
mate summit meeting in Decem-
ber that it would improve energy
efficiency. 

The issue has major economic
implications for China and for
global energy markets. The na-
tion’s ravenous appetite for fossil
fuels is driven by China’s shifting
economic base — away from light
export industries like garment
and shoe production and toward
energy-intensive heavy indus-
tries like steel and cement manu-
facturing for cars and construc-
tion for the domestic market. 

Almost all urban households in
China now have a washing ma-
chine, a refrigerator and an air-
conditioner, according to govern-
ment statistics. Rural ownership
of appliances is now soaring as
well because of new government
subsidies for their purchase since
late 2008. 

Car ownership is rising rapidly
in the cities, while bicycle owner-
ship is actually falling in rural
areas as more families buy
motorcycles and light trucks.

General Motors announced on
Thursday that its sales in China
rose 41 percent in April from a
year earlier, virtually all of the

vehicles made in China because
of high import taxes.

Zhou Xi’an, a National Energy
Administration official, said in a
statement last month that fossil
fuel consumption was likely to in-
crease further in the second
quarter of this year because of
rising car ownership, diesel use
in the increasingly mechanized
agricultural sector and extra jet
fuel consumption for travelers to
the Shanghai Expo.

The shift in the composition of
China’s economic output is over-
whelming the effects of China’s
rapid expansion of renewable en-
ergy and its existing energy con-
servation program, energy ex-
perts said.

The increase in energy con-
sumption in the first quarter was
twice as fast as economic growth
of about 12 percent during that
period, a sign that rising energy
consumption is not just the result
of a rebounding economy but also
of changes in the mix of industri-
al activity. The shift in activity is
partly because of China’s eco-
nomic stimulus program, which
has resulted in a surge in public
works construction that requires
a lot of steel and cement. 

Burning fossil fuels releases
carbon dioxide, which many sci-
entists describe as the biggest
man-made contributor to global
warming.

President Hu Jintao pledged in
November that by 2020 the Chi-
nese government would slow its
growth in greenhouse gases by
sharply improving energy effi-
ciency. Mr. Wen went to the Co-
penhagen climate meeting three
weeks later and opposed any in-
ternational monitoring of China’s
energy efficiency effort or bind-
ing limits on China’s overall ener-
gy consumption.

China’s current five-year plan,

from 2006 to 2010, already sets an
efficiency target that the country
may now be less likely to meet.

The plan calls for the energy
needed for each unit of economic
output to decline by 20 percent in
2010 compared to 2005.

For a while, China seemed to
be on track toward that goal. Ac-
cording to the ministry of indus-
try and information technology,
energy efficiency actually im-
proved by more than 14 percent
from 2005 to 2009.

But it deteriorated by 3.2 per-
cent in the first quarter, the min-
istry said on Thursday.

Mr. Wen said that this deterio-
ration would make it “particular-
ly difficult” for China to meet the
20 percent target.

Without big policy changes,
like raising fuel taxes, “they can’t
possibly make it,” said Julie Beat-
ty, principal energy economist at
Wood Mackenzie, a big energy
consulting firm based in Edin-
burgh, Scotland.

Mr. Hu promised last Novem-
ber that China would improve the
energy efficiency of its economy
by 40 to 45 percent by 2020. The
ministry statement on Thursday
did not mention whether Mr.
Hu’s promise might still be
achievable.

Complicating energy efficiency
calculations is the fact that Chi-
na’s National Bureau of Statistics
has begun a comprehensive revi-
sion of all of the country’s energy
statistics for the last 10 years, re-

stating them with more of the de-
tails commonly available in other
countries’ data. Western experts
also expect the revision to show
that China has been using even
more energy and releasing even
more greenhouse gases than pre-
viously thought.

Revising the data now runs the
risk that other countries will dis-
trust the results and demand
greater international monitoring
of any future pledges by China. If
the National Bureau of Statistics
revises up the 2005 data more
than recent data, for example,
then China might appear to have
met its target at the end of this
year for a 20 percent improve-
ment in energy efficiency.

China’s recent embrace of re-
newable energy has done little so
far to slow the rise in emissions
from the burning of fossil fuels.

Wind energy effectively dou-
bled in this year’s first quarter
compared with a year earlier, as
China has emerged as the world’s
largest manufacturer and install-
er of wind turbines. But wind still
accounts for just 2 percent of Chi-
na’s electricity capacity — and
only 1 percent of actual output,
because the wind does not blow
all the time.

Meanwhile, fuel-intensive
heavy industry output rose 22
percent in the first quarter in Chi-
na from a year earlier, while light
industry increased 14 percent.

Rajendra K. Pachauri, the

chairman of the Intergovernmen-
tal Panel on Climate Change, a
United Nations research unit,
said in an e-mail message that he
believed China was serious about
addressing its emissions.

“There is a growing realization
within Chinese society that major
reductions in greenhouse gas
emissions would be of overall
benefit to China,” he wrote after
learning of the latest Chinese en-
ergy statistics. “This is important
not only for global reasons, be-
cause China is now responsible
for the highest emissions of
greenhouse gases, but also be-
cause its per capita emissions are
increasing at a rapid rate.”

To some extent, China’s energy
consumption now might actually
help limit its global warming
emissions in the future.

China, for example, used 200
million tons of cement in building
rail lines last year, while the en-
tire American economy only used
93 million tons, said David Frid-
ley, a China energy specialist at
the Lawrence Berkeley National
Laboratory. Although production
of that cement raised energy use
and emissions of global warming
gases, it also expanded a rail sys-
tem that is among the most ener-
gy-efficient in the world.

China currently moves only 55
percent of its coal by rail, for ex-
ample, which is down from 80
percent a decade ago, as many
coal users have been forced by
inadequate rail capacity to haul
coal in trucks instead. The trucks
burn 10 or more times as much
fuel per mile to haul a ton of coal,
Mr. Fridley said.

But now, with new high-speed
passenger lines leaving more
room on older lines to haul coal
and other freight, the percent-
ages could begin shifting away
from energy-inefficient trucking,
he said.

ADRIAN BRADSHAW/EUROPEAN PRESSPHOTO AGENCY

Workers install high-voltage lines. China’s target is to be 20 percent more energy efficient.

Despite China’s goals for new forms of clean energy, the 
country’s shift toward energy-intensive heavy industry 
has forced a greater-than-ever reliance on thermal 
power plants, virtually all of which burn coal. 
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Demand for Energy 
Blunts China’s Hope
To Reduce Emissions

The consumption of
fossil fuel is likely to
increase because of
rising car ownership.
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Increased energy demand has been spurred by a shift toward heavy industries like steel. 

the Toyota circumstances have
focused everyone’s attention on
what needs to change,” said Ami
Gadhia, the Washington policy
counsel for Consumers Union,
the parent of Consumer Reports
magazine.

Representative Henry A. Wax-
man, chairman of the House En-
ergy and Commerce Committee,
which held a subcommittee hear-
ing on Thursday, and Senator
John D. Rockefeller IV, who
heads the Senate Commerce
Committee, have prepared paral-
lel bills that are serving as the
general framework for the pro-
posals. More hearings are ex-
pected in both houses in the com-
ing weeks.

“Today’s cars are more and
more complex and the technol-
ogy is growing more sophisticat-
ed,” Mr. Rockefeller, a Democrat,
said in an e-mail message. “We
must make sure the safety and
oversight of these vehicles ad-
vances, too.”

Federal regulators, who have
come under fire for reacting too
slowly to Toyota’s problems, have

said they would welcome strong-
er standards allowing them to or-
der immediate recalls if consum-
ers are in danger. Currently, a
federally required recall is a
lengthy and cumbersome pro-
cess, meaning virtually all recalls
are voluntary actions by the car-
makers.

“We want to be an agency that
takes risks off the road as fast as
we can,” David L. Strickland, the
administrator of the National
Highway Traffic Safety Adminis-
tration, told the House subcom-
mittee on Thursday. Mr. Strick-
land said anything Congress
could do to make that possible “is
something we can wholeheart-
edly embrace.”

Industry representatives said
they could back a proposal call-
ing for cars to contain brake over-
ride systems that would allow a
driver to get the vehicle under
control, even if the throttle was
stuck open. Their trade group,
the Alliance of Automobile Manu-
facturers, also supports installing
event data recorders, nicknamed
black boxes, to log information
shortly before and after a crash.

In the past, carmakers have
worked to weaken broad safety
efforts, and even in this case,
trade group officials have raised
questions about whether so much
change is needed.

But in the end, automakers
may have little choice but to go
along with some of the Congres-
sional efforts, industry analysts
said, considering that the Treas-

ury provided $65 billion in financ-
ing to General Motors and Chrys-
ler, and Congress passed the
cash-for-clunkers legislation that
automakers sought last year to
help lift them out of a devastating
slump.

In addition, compliance with
some technical aspects may not
be too difficult. For example,
about 80 percent of new vehicles
sold in the United States already
have some form of an event data
recorder. And a number of com-
panies, including Toyota, install
brake override systems on at
least some of their vehicles. 

Clarence Ditlow, a longtime
safety advocate, said new legisla-
tion could help restore consumer
confidence in the automobile in-
dustry. Still, some in and out of
the industry fear that Congress
may be trying too much.

“It’s kind of like a shotgun ap-
proach here, hitting everything
that came up in the news in the
past six months,” said Dan Ed-
munds, the director of automo-
tive testing for Edmunds.com, a
Web site that offers car buying
advice.

Representative Steve Scalise, a
Republican of Louisiana, was
among several lawmakers on
Thursday who questioned the
idea of imposing safety fees on
automakers. 

“The goals of this draft are
good,” Mr. Scalise said of the
House legislation, “but I have
concerns about the steps it takes
to get there.”

David McCurdy, president of
the automakers’ alliance, cau-
tioned that lawmakers needed to
balance the proposals against the
needs of consumers and carmak-
ers. Others noted that federal
regulators already had the au-
thority to order rules concerning
auto safety measures and that
added enforcement provisions
might prove redundant. 

However, Allan Kam, a former
lawyer for the traffic safety agen-
cy who is now a consultant on
safety matters, said the propos-
als could put the agency in a bet-
ter negotiating position.

“The industry has a way of
bargaining the agency down”
when it comes to recalls, Mr.
Kam said. That practice was il-
lustrated by documents from
Toyota, which showed that the
carmaker saved $100 million in
2007 by persuading the agency to
accept a less extensive recall.

He said a sweeping Congres-
sional measure would reinforce
the need to act more quickly in
situations like the Toyota recalls.
One proposal to speed things
along would require foreign auto-
makers to have a senior execu-
tive in the United States empow-
ered to make decisions. Another
would allow the traffic safety
agency to impose much larger
fines on companies that drag
their feet.

“Realistically, you only get
Congress’s attention every so
often,” Mr. Kam said.

Although Congress has passed
safety measures in recent years,
the current proposals are the
first sweeping approach since the
Tread Act, for Transportation Re-
call Enhancement, Accountabil-
ity and Documentation, which
was passed in 2000. It required
auto companies and equipment
makers to report more regularly

to the agency and allowed the
transportation secretary to order
that recalls or replacements be
accelerated. The act, which in-
cluded 15 rule-making orders,
also required measures involving
tire safety and child safety re-
straints. 

The current effort got its start
in Congressional hearings this
winter on the Toyota recalls. The
sessions revealed conflicts inside
the company, as well as disputes
with the traffic safety agency,
where officials spent months
pushing the automaker to act.
Toyota’s chief executive, Akio
Toyoda, apologized repeatedly
for the company’s slow response,
while Toyota’s American officials
disclosed that the final say over
safety steps lay only with execu-
tives in Japan.

The main safety features in the
new proposals — the brake over-
ride systems and the black boxes
— stem directly from the Toyota
situation. Toyota offers the sys-
tems on some of its vehicles and
announced plans this week to
speed up their installation on
new vehicles and to retrofit vehi-
cles when feasible.

The black boxes on its cars are
different from those on other
automobiles and can be read only
by special equipment. Before the
recalls, Mr. Strickland said, the
agency did not have the ability to
read Toyota’s data recorders. The
company has since made dozens
of recorders available.

In Washington, a Renewed Appetite for Strong Regulation of Automobile Safety
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Representative Henry Wax-
man, chairman of the House
Energy and Commerce Com-
mittee, spoke on Thursday at
a subcommittee hearing on a
bill he drafted to improve safe-
ty standards. 
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International Energy Agency in
Paris.

China has been the world’s
largest emitter of greenhouse
gases each year since 2006, lead-
ing the United States by an ever-
widening margin. A failure by
China to meet its own energy effi-
ciency targets would be a big set-
back for international efforts to
limit such emissions.

Such a failure would also be a
potential diplomatic embarrass-
ment for the Chinese govern-
ment, which promised the world
just before the Copenhagen cli-
mate summit meeting in Decem-
ber that it would improve energy
efficiency. 

The issue has major economic
implications for China and for
global energy markets. The na-
tion’s ravenous appetite for fossil
fuels is driven by China’s shifting
economic base — away from light
export industries like garment
and shoe production and toward
energy-intensive heavy indus-
tries like steel and cement manu-
facturing for cars and construc-
tion for the domestic market. 

Almost all urban households in
China now have a washing ma-
chine, a refrigerator and an air-
conditioner, according to govern-
ment statistics. Rural ownership
of appliances is now soaring as
well because of new government
subsidies for their purchase since
late 2008. 

Car ownership is rising rapidly
in the cities, while bicycle owner-
ship is actually falling in rural
areas as more families buy
motorcycles and light trucks.

General Motors announced on
Thursday that its sales in China
rose 41 percent in April from a
year earlier, virtually all of the

vehicles made in China because
of high import taxes.

Zhou Xi’an, a National Energy
Administration official, said in a
statement last month that fossil
fuel consumption was likely to in-
crease further in the second
quarter of this year because of
rising car ownership, diesel use
in the increasingly mechanized
agricultural sector and extra jet
fuel consumption for travelers to
the Shanghai Expo.

The shift in the composition of
China’s economic output is over-
whelming the effects of China’s
rapid expansion of renewable en-
ergy and its existing energy con-
servation program, energy ex-
perts said.

The increase in energy con-
sumption in the first quarter was
twice as fast as economic growth
of about 12 percent during that
period, a sign that rising energy
consumption is not just the result
of a rebounding economy but also
of changes in the mix of industri-
al activity. The shift in activity is
partly because of China’s eco-
nomic stimulus program, which
has resulted in a surge in public
works construction that requires
a lot of steel and cement. 

Burning fossil fuels releases
carbon dioxide, which many sci-
entists describe as the biggest
man-made contributor to global
warming.

President Hu Jintao pledged in
November that by 2020 the Chi-
nese government would slow its
growth in greenhouse gases by
sharply improving energy effi-
ciency. Mr. Wen went to the Co-
penhagen climate meeting three
weeks later and opposed any in-
ternational monitoring of China’s
energy efficiency effort or bind-
ing limits on China’s overall ener-
gy consumption.

China’s current five-year plan,

from 2006 to 2010, already sets an
efficiency target that the country
may now be less likely to meet.

The plan calls for the energy
needed for each unit of economic
output to decline by 20 percent in
2010 compared to 2005.

For a while, China seemed to
be on track toward that goal. Ac-
cording to the ministry of indus-
try and information technology,
energy efficiency actually im-
proved by more than 14 percent
from 2005 to 2009.

But it deteriorated by 3.2 per-
cent in the first quarter, the min-
istry said on Thursday.

Mr. Wen said that this deterio-
ration would make it “particular-
ly difficult” for China to meet the
20 percent target.

Without big policy changes,
like raising fuel taxes, “they can’t
possibly make it,” said Julie Beat-
ty, principal energy economist at
Wood Mackenzie, a big energy
consulting firm based in Edin-
burgh, Scotland.

Mr. Hu promised last Novem-
ber that China would improve the
energy efficiency of its economy
by 40 to 45 percent by 2020. The
ministry statement on Thursday
did not mention whether Mr.
Hu’s promise might still be
achievable.

Complicating energy efficiency
calculations is the fact that Chi-
na’s National Bureau of Statistics
has begun a comprehensive revi-
sion of all of the country’s energy
statistics for the last 10 years, re-

stating them with more of the de-
tails commonly available in other
countries’ data. Western experts
also expect the revision to show
that China has been using even
more energy and releasing even
more greenhouse gases than pre-
viously thought.

Revising the data now runs the
risk that other countries will dis-
trust the results and demand
greater international monitoring
of any future pledges by China. If
the National Bureau of Statistics
revises up the 2005 data more
than recent data, for example,
then China might appear to have
met its target at the end of this
year for a 20 percent improve-
ment in energy efficiency.

China’s recent embrace of re-
newable energy has done little so
far to slow the rise in emissions
from the burning of fossil fuels.

Wind energy effectively dou-
bled in this year’s first quarter
compared with a year earlier, as
China has emerged as the world’s
largest manufacturer and install-
er of wind turbines. But wind still
accounts for just 2 percent of Chi-
na’s electricity capacity — and
only 1 percent of actual output,
because the wind does not blow
all the time.

Meanwhile, fuel-intensive
heavy industry output rose 22
percent in the first quarter in Chi-
na from a year earlier, while light
industry increased 14 percent.

Rajendra K. Pachauri, the

chairman of the Intergovernmen-
tal Panel on Climate Change, a
United Nations research unit,
said in an e-mail message that he
believed China was serious about
addressing its emissions.

“There is a growing realization
within Chinese society that major
reductions in greenhouse gas
emissions would be of overall
benefit to China,” he wrote after
learning of the latest Chinese en-
ergy statistics. “This is important
not only for global reasons, be-
cause China is now responsible
for the highest emissions of
greenhouse gases, but also be-
cause its per capita emissions are
increasing at a rapid rate.”

To some extent, China’s energy
consumption now might actually
help limit its global warming
emissions in the future.

China, for example, used 200
million tons of cement in building
rail lines last year, while the en-
tire American economy only used
93 million tons, said David Frid-
ley, a China energy specialist at
the Lawrence Berkeley National
Laboratory. Although production
of that cement raised energy use
and emissions of global warming
gases, it also expanded a rail sys-
tem that is among the most ener-
gy-efficient in the world.

China currently moves only 55
percent of its coal by rail, for ex-
ample, which is down from 80
percent a decade ago, as many
coal users have been forced by
inadequate rail capacity to haul
coal in trucks instead. The trucks
burn 10 or more times as much
fuel per mile to haul a ton of coal,
Mr. Fridley said.

But now, with new high-speed
passenger lines leaving more
room on older lines to haul coal
and other freight, the percent-
ages could begin shifting away
from energy-inefficient trucking,
he said.
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Workers install high-voltage lines. China’s target is to be 20 percent more energy efficient.

Despite China’s goals for new forms of clean energy, the 
country’s shift toward energy-intensive heavy industry 
has forced a greater-than-ever reliance on thermal 
power plants, virtually all of which burn coal. 
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Increased energy demand has been spurred by a shift toward heavy industries like steel. 

the Toyota circumstances have
focused everyone’s attention on
what needs to change,” said Ami
Gadhia, the Washington policy
counsel for Consumers Union,
the parent of Consumer Reports
magazine.

Representative Henry A. Wax-
man, chairman of the House En-
ergy and Commerce Committee,
which held a subcommittee hear-
ing on Thursday, and Senator
John D. Rockefeller IV, who
heads the Senate Commerce
Committee, have prepared paral-
lel bills that are serving as the
general framework for the pro-
posals. More hearings are ex-
pected in both houses in the com-
ing weeks.

“Today’s cars are more and
more complex and the technol-
ogy is growing more sophisticat-
ed,” Mr. Rockefeller, a Democrat,
said in an e-mail message. “We
must make sure the safety and
oversight of these vehicles ad-
vances, too.”

Federal regulators, who have
come under fire for reacting too
slowly to Toyota’s problems, have

said they would welcome strong-
er standards allowing them to or-
der immediate recalls if consum-
ers are in danger. Currently, a
federally required recall is a
lengthy and cumbersome pro-
cess, meaning virtually all recalls
are voluntary actions by the car-
makers.

“We want to be an agency that
takes risks off the road as fast as
we can,” David L. Strickland, the
administrator of the National
Highway Traffic Safety Adminis-
tration, told the House subcom-
mittee on Thursday. Mr. Strick-
land said anything Congress
could do to make that possible “is
something we can wholeheart-
edly embrace.”

Industry representatives said
they could back a proposal call-
ing for cars to contain brake over-
ride systems that would allow a
driver to get the vehicle under
control, even if the throttle was
stuck open. Their trade group,
the Alliance of Automobile Manu-
facturers, also supports installing
event data recorders, nicknamed
black boxes, to log information
shortly before and after a crash.

In the past, carmakers have
worked to weaken broad safety
efforts, and even in this case,
trade group officials have raised
questions about whether so much
change is needed.

But in the end, automakers
may have little choice but to go
along with some of the Congres-
sional efforts, industry analysts
said, considering that the Treas-

ury provided $65 billion in financ-
ing to General Motors and Chrys-
ler, and Congress passed the
cash-for-clunkers legislation that
automakers sought last year to
help lift them out of a devastating
slump.

In addition, compliance with
some technical aspects may not
be too difficult. For example,
about 80 percent of new vehicles
sold in the United States already
have some form of an event data
recorder. And a number of com-
panies, including Toyota, install
brake override systems on at
least some of their vehicles. 

Clarence Ditlow, a longtime
safety advocate, said new legisla-
tion could help restore consumer
confidence in the automobile in-
dustry. Still, some in and out of
the industry fear that Congress
may be trying too much.

“It’s kind of like a shotgun ap-
proach here, hitting everything
that came up in the news in the
past six months,” said Dan Ed-
munds, the director of automo-
tive testing for Edmunds.com, a
Web site that offers car buying
advice.

Representative Steve Scalise, a
Republican of Louisiana, was
among several lawmakers on
Thursday who questioned the
idea of imposing safety fees on
automakers. 

“The goals of this draft are
good,” Mr. Scalise said of the
House legislation, “but I have
concerns about the steps it takes
to get there.”

David McCurdy, president of
the automakers’ alliance, cau-
tioned that lawmakers needed to
balance the proposals against the
needs of consumers and carmak-
ers. Others noted that federal
regulators already had the au-
thority to order rules concerning
auto safety measures and that
added enforcement provisions
might prove redundant. 

However, Allan Kam, a former
lawyer for the traffic safety agen-
cy who is now a consultant on
safety matters, said the propos-
als could put the agency in a bet-
ter negotiating position.

“The industry has a way of
bargaining the agency down”
when it comes to recalls, Mr.
Kam said. That practice was il-
lustrated by documents from
Toyota, which showed that the
carmaker saved $100 million in
2007 by persuading the agency to
accept a less extensive recall.

He said a sweeping Congres-
sional measure would reinforce
the need to act more quickly in
situations like the Toyota recalls.
One proposal to speed things
along would require foreign auto-
makers to have a senior execu-
tive in the United States empow-
ered to make decisions. Another
would allow the traffic safety
agency to impose much larger
fines on companies that drag
their feet.

“Realistically, you only get
Congress’s attention every so
often,” Mr. Kam said.

Although Congress has passed
safety measures in recent years,
the current proposals are the
first sweeping approach since the
Tread Act, for Transportation Re-
call Enhancement, Accountabil-
ity and Documentation, which
was passed in 2000. It required
auto companies and equipment
makers to report more regularly

to the agency and allowed the
transportation secretary to order
that recalls or replacements be
accelerated. The act, which in-
cluded 15 rule-making orders,
also required measures involving
tire safety and child safety re-
straints. 

The current effort got its start
in Congressional hearings this
winter on the Toyota recalls. The
sessions revealed conflicts inside
the company, as well as disputes
with the traffic safety agency,
where officials spent months
pushing the automaker to act.
Toyota’s chief executive, Akio
Toyoda, apologized repeatedly
for the company’s slow response,
while Toyota’s American officials
disclosed that the final say over
safety steps lay only with execu-
tives in Japan.

The main safety features in the
new proposals — the brake over-
ride systems and the black boxes
— stem directly from the Toyota
situation. Toyota offers the sys-
tems on some of its vehicles and
announced plans this week to
speed up their installation on
new vehicles and to retrofit vehi-
cles when feasible.

The black boxes on its cars are
different from those on other
automobiles and can be read only
by special equipment. Before the
recalls, Mr. Strickland said, the
agency did not have the ability to
read Toyota’s data recorders. The
company has since made dozens
of recorders available.

In Washington, a Renewed Appetite for Strong Regulation of Automobile Safety
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Representative Henry Wax-
man, chairman of the House
Energy and Commerce Com-
mittee, spoke on Thursday at
a subcommittee hearing on a
bill he drafted to improve safe-
ty standards. 
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International Energy Agency in
Paris.

China has been the world’s
largest emitter of greenhouse
gases each year since 2006, lead-
ing the United States by an ever-
widening margin. A failure by
China to meet its own energy effi-
ciency targets would be a big set-
back for international efforts to
limit such emissions.

Such a failure would also be a
potential diplomatic embarrass-
ment for the Chinese govern-
ment, which promised the world
just before the Copenhagen cli-
mate summit meeting in Decem-
ber that it would improve energy
efficiency. 

The issue has major economic
implications for China and for
global energy markets. The na-
tion’s ravenous appetite for fossil
fuels is driven by China’s shifting
economic base — away from light
export industries like garment
and shoe production and toward
energy-intensive heavy indus-
tries like steel and cement manu-
facturing for cars and construc-
tion for the domestic market. 

Almost all urban households in
China now have a washing ma-
chine, a refrigerator and an air-
conditioner, according to govern-
ment statistics. Rural ownership
of appliances is now soaring as
well because of new government
subsidies for their purchase since
late 2008. 

Car ownership is rising rapidly
in the cities, while bicycle owner-
ship is actually falling in rural
areas as more families buy
motorcycles and light trucks.

General Motors announced on
Thursday that its sales in China
rose 41 percent in April from a
year earlier, virtually all of the

vehicles made in China because
of high import taxes.

Zhou Xi’an, a National Energy
Administration official, said in a
statement last month that fossil
fuel consumption was likely to in-
crease further in the second
quarter of this year because of
rising car ownership, diesel use
in the increasingly mechanized
agricultural sector and extra jet
fuel consumption for travelers to
the Shanghai Expo.

The shift in the composition of
China’s economic output is over-
whelming the effects of China’s
rapid expansion of renewable en-
ergy and its existing energy con-
servation program, energy ex-
perts said.

The increase in energy con-
sumption in the first quarter was
twice as fast as economic growth
of about 12 percent during that
period, a sign that rising energy
consumption is not just the result
of a rebounding economy but also
of changes in the mix of industri-
al activity. The shift in activity is
partly because of China’s eco-
nomic stimulus program, which
has resulted in a surge in public
works construction that requires
a lot of steel and cement. 

Burning fossil fuels releases
carbon dioxide, which many sci-
entists describe as the biggest
man-made contributor to global
warming.

President Hu Jintao pledged in
November that by 2020 the Chi-
nese government would slow its
growth in greenhouse gases by
sharply improving energy effi-
ciency. Mr. Wen went to the Co-
penhagen climate meeting three
weeks later and opposed any in-
ternational monitoring of China’s
energy efficiency effort or bind-
ing limits on China’s overall ener-
gy consumption.

China’s current five-year plan,

from 2006 to 2010, already sets an
efficiency target that the country
may now be less likely to meet.

The plan calls for the energy
needed for each unit of economic
output to decline by 20 percent in
2010 compared to 2005.

For a while, China seemed to
be on track toward that goal. Ac-
cording to the ministry of indus-
try and information technology,
energy efficiency actually im-
proved by more than 14 percent
from 2005 to 2009.

But it deteriorated by 3.2 per-
cent in the first quarter, the min-
istry said on Thursday.

Mr. Wen said that this deterio-
ration would make it “particular-
ly difficult” for China to meet the
20 percent target.

Without big policy changes,
like raising fuel taxes, “they can’t
possibly make it,” said Julie Beat-
ty, principal energy economist at
Wood Mackenzie, a big energy
consulting firm based in Edin-
burgh, Scotland.

Mr. Hu promised last Novem-
ber that China would improve the
energy efficiency of its economy
by 40 to 45 percent by 2020. The
ministry statement on Thursday
did not mention whether Mr.
Hu’s promise might still be
achievable.

Complicating energy efficiency
calculations is the fact that Chi-
na’s National Bureau of Statistics
has begun a comprehensive revi-
sion of all of the country’s energy
statistics for the last 10 years, re-

stating them with more of the de-
tails commonly available in other
countries’ data. Western experts
also expect the revision to show
that China has been using even
more energy and releasing even
more greenhouse gases than pre-
viously thought.

Revising the data now runs the
risk that other countries will dis-
trust the results and demand
greater international monitoring
of any future pledges by China. If
the National Bureau of Statistics
revises up the 2005 data more
than recent data, for example,
then China might appear to have
met its target at the end of this
year for a 20 percent improve-
ment in energy efficiency.

China’s recent embrace of re-
newable energy has done little so
far to slow the rise in emissions
from the burning of fossil fuels.

Wind energy effectively dou-
bled in this year’s first quarter
compared with a year earlier, as
China has emerged as the world’s
largest manufacturer and install-
er of wind turbines. But wind still
accounts for just 2 percent of Chi-
na’s electricity capacity — and
only 1 percent of actual output,
because the wind does not blow
all the time.

Meanwhile, fuel-intensive
heavy industry output rose 22
percent in the first quarter in Chi-
na from a year earlier, while light
industry increased 14 percent.

Rajendra K. Pachauri, the

chairman of the Intergovernmen-
tal Panel on Climate Change, a
United Nations research unit,
said in an e-mail message that he
believed China was serious about
addressing its emissions.

“There is a growing realization
within Chinese society that major
reductions in greenhouse gas
emissions would be of overall
benefit to China,” he wrote after
learning of the latest Chinese en-
ergy statistics. “This is important
not only for global reasons, be-
cause China is now responsible
for the highest emissions of
greenhouse gases, but also be-
cause its per capita emissions are
increasing at a rapid rate.”

To some extent, China’s energy
consumption now might actually
help limit its global warming
emissions in the future.

China, for example, used 200
million tons of cement in building
rail lines last year, while the en-
tire American economy only used
93 million tons, said David Frid-
ley, a China energy specialist at
the Lawrence Berkeley National
Laboratory. Although production
of that cement raised energy use
and emissions of global warming
gases, it also expanded a rail sys-
tem that is among the most ener-
gy-efficient in the world.

China currently moves only 55
percent of its coal by rail, for ex-
ample, which is down from 80
percent a decade ago, as many
coal users have been forced by
inadequate rail capacity to haul
coal in trucks instead. The trucks
burn 10 or more times as much
fuel per mile to haul a ton of coal,
Mr. Fridley said.

But now, with new high-speed
passenger lines leaving more
room on older lines to haul coal
and other freight, the percent-
ages could begin shifting away
from energy-inefficient trucking,
he said.

ADRIAN BRADSHAW/EUROPEAN PRESSPHOTO AGENCY

Workers install high-voltage lines. China’s target is to be 20 percent more energy efficient.

Despite China’s goals for new forms of clean energy, the 
country’s shift toward energy-intensive heavy industry 
has forced a greater-than-ever reliance on thermal 
power plants, virtually all of which burn coal. 
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Demand for Energy 
Blunts China’s Hope
To Reduce Emissions

The consumption of
fossil fuel is likely to
increase because of
rising car ownership.
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Increased energy demand has been spurred by a shift toward heavy industries like steel. 

the Toyota circumstances have
focused everyone’s attention on
what needs to change,” said Ami
Gadhia, the Washington policy
counsel for Consumers Union,
the parent of Consumer Reports
magazine.

Representative Henry A. Wax-
man, chairman of the House En-
ergy and Commerce Committee,
which held a subcommittee hear-
ing on Thursday, and Senator
John D. Rockefeller IV, who
heads the Senate Commerce
Committee, have prepared paral-
lel bills that are serving as the
general framework for the pro-
posals. More hearings are ex-
pected in both houses in the com-
ing weeks.

“Today’s cars are more and
more complex and the technol-
ogy is growing more sophisticat-
ed,” Mr. Rockefeller, a Democrat,
said in an e-mail message. “We
must make sure the safety and
oversight of these vehicles ad-
vances, too.”

Federal regulators, who have
come under fire for reacting too
slowly to Toyota’s problems, have

said they would welcome strong-
er standards allowing them to or-
der immediate recalls if consum-
ers are in danger. Currently, a
federally required recall is a
lengthy and cumbersome pro-
cess, meaning virtually all recalls
are voluntary actions by the car-
makers.

“We want to be an agency that
takes risks off the road as fast as
we can,” David L. Strickland, the
administrator of the National
Highway Traffic Safety Adminis-
tration, told the House subcom-
mittee on Thursday. Mr. Strick-
land said anything Congress
could do to make that possible “is
something we can wholeheart-
edly embrace.”

Industry representatives said
they could back a proposal call-
ing for cars to contain brake over-
ride systems that would allow a
driver to get the vehicle under
control, even if the throttle was
stuck open. Their trade group,
the Alliance of Automobile Manu-
facturers, also supports installing
event data recorders, nicknamed
black boxes, to log information
shortly before and after a crash.

In the past, carmakers have
worked to weaken broad safety
efforts, and even in this case,
trade group officials have raised
questions about whether so much
change is needed.

But in the end, automakers
may have little choice but to go
along with some of the Congres-
sional efforts, industry analysts
said, considering that the Treas-

ury provided $65 billion in financ-
ing to General Motors and Chrys-
ler, and Congress passed the
cash-for-clunkers legislation that
automakers sought last year to
help lift them out of a devastating
slump.

In addition, compliance with
some technical aspects may not
be too difficult. For example,
about 80 percent of new vehicles
sold in the United States already
have some form of an event data
recorder. And a number of com-
panies, including Toyota, install
brake override systems on at
least some of their vehicles. 

Clarence Ditlow, a longtime
safety advocate, said new legisla-
tion could help restore consumer
confidence in the automobile in-
dustry. Still, some in and out of
the industry fear that Congress
may be trying too much.

“It’s kind of like a shotgun ap-
proach here, hitting everything
that came up in the news in the
past six months,” said Dan Ed-
munds, the director of automo-
tive testing for Edmunds.com, a
Web site that offers car buying
advice.

Representative Steve Scalise, a
Republican of Louisiana, was
among several lawmakers on
Thursday who questioned the
idea of imposing safety fees on
automakers. 

“The goals of this draft are
good,” Mr. Scalise said of the
House legislation, “but I have
concerns about the steps it takes
to get there.”

David McCurdy, president of
the automakers’ alliance, cau-
tioned that lawmakers needed to
balance the proposals against the
needs of consumers and carmak-
ers. Others noted that federal
regulators already had the au-
thority to order rules concerning
auto safety measures and that
added enforcement provisions
might prove redundant. 

However, Allan Kam, a former
lawyer for the traffic safety agen-
cy who is now a consultant on
safety matters, said the propos-
als could put the agency in a bet-
ter negotiating position.

“The industry has a way of
bargaining the agency down”
when it comes to recalls, Mr.
Kam said. That practice was il-
lustrated by documents from
Toyota, which showed that the
carmaker saved $100 million in
2007 by persuading the agency to
accept a less extensive recall.

He said a sweeping Congres-
sional measure would reinforce
the need to act more quickly in
situations like the Toyota recalls.
One proposal to speed things
along would require foreign auto-
makers to have a senior execu-
tive in the United States empow-
ered to make decisions. Another
would allow the traffic safety
agency to impose much larger
fines on companies that drag
their feet.

“Realistically, you only get
Congress’s attention every so
often,” Mr. Kam said.

Although Congress has passed
safety measures in recent years,
the current proposals are the
first sweeping approach since the
Tread Act, for Transportation Re-
call Enhancement, Accountabil-
ity and Documentation, which
was passed in 2000. It required
auto companies and equipment
makers to report more regularly

to the agency and allowed the
transportation secretary to order
that recalls or replacements be
accelerated. The act, which in-
cluded 15 rule-making orders,
also required measures involving
tire safety and child safety re-
straints. 

The current effort got its start
in Congressional hearings this
winter on the Toyota recalls. The
sessions revealed conflicts inside
the company, as well as disputes
with the traffic safety agency,
where officials spent months
pushing the automaker to act.
Toyota’s chief executive, Akio
Toyoda, apologized repeatedly
for the company’s slow response,
while Toyota’s American officials
disclosed that the final say over
safety steps lay only with execu-
tives in Japan.

The main safety features in the
new proposals — the brake over-
ride systems and the black boxes
— stem directly from the Toyota
situation. Toyota offers the sys-
tems on some of its vehicles and
announced plans this week to
speed up their installation on
new vehicles and to retrofit vehi-
cles when feasible.

The black boxes on its cars are
different from those on other
automobiles and can be read only
by special equipment. Before the
recalls, Mr. Strickland said, the
agency did not have the ability to
read Toyota’s data recorders. The
company has since made dozens
of recorders available.

In Washington, a Renewed Appetite for Strong Regulation of Automobile Safety
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Representative Henry Wax-
man, chairman of the House
Energy and Commerce Com-
mittee, spoke on Thursday at
a subcommittee hearing on a
bill he drafted to improve safe-
ty standards. 
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International Energy Agency in
Paris.

China has been the world’s
largest emitter of greenhouse
gases each year since 2006, lead-
ing the United States by an ever-
widening margin. A failure by
China to meet its own energy effi-
ciency targets would be a big set-
back for international efforts to
limit such emissions.

Such a failure would also be a
potential diplomatic embarrass-
ment for the Chinese govern-
ment, which promised the world
just before the Copenhagen cli-
mate summit meeting in Decem-
ber that it would improve energy
efficiency. 

The issue has major economic
implications for China and for
global energy markets. The na-
tion’s ravenous appetite for fossil
fuels is driven by China’s shifting
economic base — away from light
export industries like garment
and shoe production and toward
energy-intensive heavy indus-
tries like steel and cement manu-
facturing for cars and construc-
tion for the domestic market. 

Almost all urban households in
China now have a washing ma-
chine, a refrigerator and an air-
conditioner, according to govern-
ment statistics. Rural ownership
of appliances is now soaring as
well because of new government
subsidies for their purchase since
late 2008. 

Car ownership is rising rapidly
in the cities, while bicycle owner-
ship is actually falling in rural
areas as more families buy
motorcycles and light trucks.

General Motors announced on
Thursday that its sales in China
rose 41 percent in April from a
year earlier, virtually all of the

vehicles made in China because
of high import taxes.

Zhou Xi’an, a National Energy
Administration official, said in a
statement last month that fossil
fuel consumption was likely to in-
crease further in the second
quarter of this year because of
rising car ownership, diesel use
in the increasingly mechanized
agricultural sector and extra jet
fuel consumption for travelers to
the Shanghai Expo.

The shift in the composition of
China’s economic output is over-
whelming the effects of China’s
rapid expansion of renewable en-
ergy and its existing energy con-
servation program, energy ex-
perts said.

The increase in energy con-
sumption in the first quarter was
twice as fast as economic growth
of about 12 percent during that
period, a sign that rising energy
consumption is not just the result
of a rebounding economy but also
of changes in the mix of industri-
al activity. The shift in activity is
partly because of China’s eco-
nomic stimulus program, which
has resulted in a surge in public
works construction that requires
a lot of steel and cement. 

Burning fossil fuels releases
carbon dioxide, which many sci-
entists describe as the biggest
man-made contributor to global
warming.

President Hu Jintao pledged in
November that by 2020 the Chi-
nese government would slow its
growth in greenhouse gases by
sharply improving energy effi-
ciency. Mr. Wen went to the Co-
penhagen climate meeting three
weeks later and opposed any in-
ternational monitoring of China’s
energy efficiency effort or bind-
ing limits on China’s overall ener-
gy consumption.

China’s current five-year plan,

from 2006 to 2010, already sets an
efficiency target that the country
may now be less likely to meet.

The plan calls for the energy
needed for each unit of economic
output to decline by 20 percent in
2010 compared to 2005.

For a while, China seemed to
be on track toward that goal. Ac-
cording to the ministry of indus-
try and information technology,
energy efficiency actually im-
proved by more than 14 percent
from 2005 to 2009.

But it deteriorated by 3.2 per-
cent in the first quarter, the min-
istry said on Thursday.

Mr. Wen said that this deterio-
ration would make it “particular-
ly difficult” for China to meet the
20 percent target.

Without big policy changes,
like raising fuel taxes, “they can’t
possibly make it,” said Julie Beat-
ty, principal energy economist at
Wood Mackenzie, a big energy
consulting firm based in Edin-
burgh, Scotland.

Mr. Hu promised last Novem-
ber that China would improve the
energy efficiency of its economy
by 40 to 45 percent by 2020. The
ministry statement on Thursday
did not mention whether Mr.
Hu’s promise might still be
achievable.

Complicating energy efficiency
calculations is the fact that Chi-
na’s National Bureau of Statistics
has begun a comprehensive revi-
sion of all of the country’s energy
statistics for the last 10 years, re-

stating them with more of the de-
tails commonly available in other
countries’ data. Western experts
also expect the revision to show
that China has been using even
more energy and releasing even
more greenhouse gases than pre-
viously thought.

Revising the data now runs the
risk that other countries will dis-
trust the results and demand
greater international monitoring
of any future pledges by China. If
the National Bureau of Statistics
revises up the 2005 data more
than recent data, for example,
then China might appear to have
met its target at the end of this
year for a 20 percent improve-
ment in energy efficiency.

China’s recent embrace of re-
newable energy has done little so
far to slow the rise in emissions
from the burning of fossil fuels.

Wind energy effectively dou-
bled in this year’s first quarter
compared with a year earlier, as
China has emerged as the world’s
largest manufacturer and install-
er of wind turbines. But wind still
accounts for just 2 percent of Chi-
na’s electricity capacity — and
only 1 percent of actual output,
because the wind does not blow
all the time.

Meanwhile, fuel-intensive
heavy industry output rose 22
percent in the first quarter in Chi-
na from a year earlier, while light
industry increased 14 percent.

Rajendra K. Pachauri, the

chairman of the Intergovernmen-
tal Panel on Climate Change, a
United Nations research unit,
said in an e-mail message that he
believed China was serious about
addressing its emissions.

“There is a growing realization
within Chinese society that major
reductions in greenhouse gas
emissions would be of overall
benefit to China,” he wrote after
learning of the latest Chinese en-
ergy statistics. “This is important
not only for global reasons, be-
cause China is now responsible
for the highest emissions of
greenhouse gases, but also be-
cause its per capita emissions are
increasing at a rapid rate.”

To some extent, China’s energy
consumption now might actually
help limit its global warming
emissions in the future.

China, for example, used 200
million tons of cement in building
rail lines last year, while the en-
tire American economy only used
93 million tons, said David Frid-
ley, a China energy specialist at
the Lawrence Berkeley National
Laboratory. Although production
of that cement raised energy use
and emissions of global warming
gases, it also expanded a rail sys-
tem that is among the most ener-
gy-efficient in the world.

China currently moves only 55
percent of its coal by rail, for ex-
ample, which is down from 80
percent a decade ago, as many
coal users have been forced by
inadequate rail capacity to haul
coal in trucks instead. The trucks
burn 10 or more times as much
fuel per mile to haul a ton of coal,
Mr. Fridley said.

But now, with new high-speed
passenger lines leaving more
room on older lines to haul coal
and other freight, the percent-
ages could begin shifting away
from energy-inefficient trucking,
he said.
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Workers install high-voltage lines. China’s target is to be 20 percent more energy efficient.

Despite China’s goals for new forms of clean energy, the 
country’s shift toward energy-intensive heavy industry 
has forced a greater-than-ever reliance on thermal 
power plants, virtually all of which burn coal. 
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Increased energy demand has been spurred by a shift toward heavy industries like steel. 

the Toyota circumstances have
focused everyone’s attention on
what needs to change,” said Ami
Gadhia, the Washington policy
counsel for Consumers Union,
the parent of Consumer Reports
magazine.

Representative Henry A. Wax-
man, chairman of the House En-
ergy and Commerce Committee,
which held a subcommittee hear-
ing on Thursday, and Senator
John D. Rockefeller IV, who
heads the Senate Commerce
Committee, have prepared paral-
lel bills that are serving as the
general framework for the pro-
posals. More hearings are ex-
pected in both houses in the com-
ing weeks.

“Today’s cars are more and
more complex and the technol-
ogy is growing more sophisticat-
ed,” Mr. Rockefeller, a Democrat,
said in an e-mail message. “We
must make sure the safety and
oversight of these vehicles ad-
vances, too.”

Federal regulators, who have
come under fire for reacting too
slowly to Toyota’s problems, have

said they would welcome strong-
er standards allowing them to or-
der immediate recalls if consum-
ers are in danger. Currently, a
federally required recall is a
lengthy and cumbersome pro-
cess, meaning virtually all recalls
are voluntary actions by the car-
makers.

“We want to be an agency that
takes risks off the road as fast as
we can,” David L. Strickland, the
administrator of the National
Highway Traffic Safety Adminis-
tration, told the House subcom-
mittee on Thursday. Mr. Strick-
land said anything Congress
could do to make that possible “is
something we can wholeheart-
edly embrace.”

Industry representatives said
they could back a proposal call-
ing for cars to contain brake over-
ride systems that would allow a
driver to get the vehicle under
control, even if the throttle was
stuck open. Their trade group,
the Alliance of Automobile Manu-
facturers, also supports installing
event data recorders, nicknamed
black boxes, to log information
shortly before and after a crash.

In the past, carmakers have
worked to weaken broad safety
efforts, and even in this case,
trade group officials have raised
questions about whether so much
change is needed.

But in the end, automakers
may have little choice but to go
along with some of the Congres-
sional efforts, industry analysts
said, considering that the Treas-

ury provided $65 billion in financ-
ing to General Motors and Chrys-
ler, and Congress passed the
cash-for-clunkers legislation that
automakers sought last year to
help lift them out of a devastating
slump.

In addition, compliance with
some technical aspects may not
be too difficult. For example,
about 80 percent of new vehicles
sold in the United States already
have some form of an event data
recorder. And a number of com-
panies, including Toyota, install
brake override systems on at
least some of their vehicles. 

Clarence Ditlow, a longtime
safety advocate, said new legisla-
tion could help restore consumer
confidence in the automobile in-
dustry. Still, some in and out of
the industry fear that Congress
may be trying too much.

“It’s kind of like a shotgun ap-
proach here, hitting everything
that came up in the news in the
past six months,” said Dan Ed-
munds, the director of automo-
tive testing for Edmunds.com, a
Web site that offers car buying
advice.

Representative Steve Scalise, a
Republican of Louisiana, was
among several lawmakers on
Thursday who questioned the
idea of imposing safety fees on
automakers. 

“The goals of this draft are
good,” Mr. Scalise said of the
House legislation, “but I have
concerns about the steps it takes
to get there.”

David McCurdy, president of
the automakers’ alliance, cau-
tioned that lawmakers needed to
balance the proposals against the
needs of consumers and carmak-
ers. Others noted that federal
regulators already had the au-
thority to order rules concerning
auto safety measures and that
added enforcement provisions
might prove redundant. 

However, Allan Kam, a former
lawyer for the traffic safety agen-
cy who is now a consultant on
safety matters, said the propos-
als could put the agency in a bet-
ter negotiating position.

“The industry has a way of
bargaining the agency down”
when it comes to recalls, Mr.
Kam said. That practice was il-
lustrated by documents from
Toyota, which showed that the
carmaker saved $100 million in
2007 by persuading the agency to
accept a less extensive recall.

He said a sweeping Congres-
sional measure would reinforce
the need to act more quickly in
situations like the Toyota recalls.
One proposal to speed things
along would require foreign auto-
makers to have a senior execu-
tive in the United States empow-
ered to make decisions. Another
would allow the traffic safety
agency to impose much larger
fines on companies that drag
their feet.

“Realistically, you only get
Congress’s attention every so
often,” Mr. Kam said.

Although Congress has passed
safety measures in recent years,
the current proposals are the
first sweeping approach since the
Tread Act, for Transportation Re-
call Enhancement, Accountabil-
ity and Documentation, which
was passed in 2000. It required
auto companies and equipment
makers to report more regularly

to the agency and allowed the
transportation secretary to order
that recalls or replacements be
accelerated. The act, which in-
cluded 15 rule-making orders,
also required measures involving
tire safety and child safety re-
straints. 

The current effort got its start
in Congressional hearings this
winter on the Toyota recalls. The
sessions revealed conflicts inside
the company, as well as disputes
with the traffic safety agency,
where officials spent months
pushing the automaker to act.
Toyota’s chief executive, Akio
Toyoda, apologized repeatedly
for the company’s slow response,
while Toyota’s American officials
disclosed that the final say over
safety steps lay only with execu-
tives in Japan.

The main safety features in the
new proposals — the brake over-
ride systems and the black boxes
— stem directly from the Toyota
situation. Toyota offers the sys-
tems on some of its vehicles and
announced plans this week to
speed up their installation on
new vehicles and to retrofit vehi-
cles when feasible.

The black boxes on its cars are
different from those on other
automobiles and can be read only
by special equipment. Before the
recalls, Mr. Strickland said, the
agency did not have the ability to
read Toyota’s data recorders. The
company has since made dozens
of recorders available.

In Washington, a Renewed Appetite for Strong Regulation of Automobile Safety
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Representative Henry Wax-
man, chairman of the House
Energy and Commerce Com-
mittee, spoke on Thursday at
a subcommittee hearing on a
bill he drafted to improve safe-
ty standards. 

From Page A1

In an audio interview,
Micheline Maynard discusses

the prospect of a new regulatory
era for the auto industry.
nytimes.com/businessday

ONLINE: MORE ON CARS

Nxxx,2010-05-07,B,004,Bs-BW,E3

B4 Ø Ø N BUSINESSTHE NEW YORK TIMES FRIDAY, MAY 7, 2010

International Energy Agency in
Paris.

China has been the world’s
largest emitter of greenhouse
gases each year since 2006, lead-
ing the United States by an ever-
widening margin. A failure by
China to meet its own energy effi-
ciency targets would be a big set-
back for international efforts to
limit such emissions.

Such a failure would also be a
potential diplomatic embarrass-
ment for the Chinese govern-
ment, which promised the world
just before the Copenhagen cli-
mate summit meeting in Decem-
ber that it would improve energy
efficiency. 

The issue has major economic
implications for China and for
global energy markets. The na-
tion’s ravenous appetite for fossil
fuels is driven by China’s shifting
economic base — away from light
export industries like garment
and shoe production and toward
energy-intensive heavy indus-
tries like steel and cement manu-
facturing for cars and construc-
tion for the domestic market. 

Almost all urban households in
China now have a washing ma-
chine, a refrigerator and an air-
conditioner, according to govern-
ment statistics. Rural ownership
of appliances is now soaring as
well because of new government
subsidies for their purchase since
late 2008. 

Car ownership is rising rapidly
in the cities, while bicycle owner-
ship is actually falling in rural
areas as more families buy
motorcycles and light trucks.

General Motors announced on
Thursday that its sales in China
rose 41 percent in April from a
year earlier, virtually all of the

vehicles made in China because
of high import taxes.

Zhou Xi’an, a National Energy
Administration official, said in a
statement last month that fossil
fuel consumption was likely to in-
crease further in the second
quarter of this year because of
rising car ownership, diesel use
in the increasingly mechanized
agricultural sector and extra jet
fuel consumption for travelers to
the Shanghai Expo.

The shift in the composition of
China’s economic output is over-
whelming the effects of China’s
rapid expansion of renewable en-
ergy and its existing energy con-
servation program, energy ex-
perts said.

The increase in energy con-
sumption in the first quarter was
twice as fast as economic growth
of about 12 percent during that
period, a sign that rising energy
consumption is not just the result
of a rebounding economy but also
of changes in the mix of industri-
al activity. The shift in activity is
partly because of China’s eco-
nomic stimulus program, which
has resulted in a surge in public
works construction that requires
a lot of steel and cement. 

Burning fossil fuels releases
carbon dioxide, which many sci-
entists describe as the biggest
man-made contributor to global
warming.

President Hu Jintao pledged in
November that by 2020 the Chi-
nese government would slow its
growth in greenhouse gases by
sharply improving energy effi-
ciency. Mr. Wen went to the Co-
penhagen climate meeting three
weeks later and opposed any in-
ternational monitoring of China’s
energy efficiency effort or bind-
ing limits on China’s overall ener-
gy consumption.

China’s current five-year plan,

from 2006 to 2010, already sets an
efficiency target that the country
may now be less likely to meet.

The plan calls for the energy
needed for each unit of economic
output to decline by 20 percent in
2010 compared to 2005.

For a while, China seemed to
be on track toward that goal. Ac-
cording to the ministry of indus-
try and information technology,
energy efficiency actually im-
proved by more than 14 percent
from 2005 to 2009.

But it deteriorated by 3.2 per-
cent in the first quarter, the min-
istry said on Thursday.

Mr. Wen said that this deterio-
ration would make it “particular-
ly difficult” for China to meet the
20 percent target.

Without big policy changes,
like raising fuel taxes, “they can’t
possibly make it,” said Julie Beat-
ty, principal energy economist at
Wood Mackenzie, a big energy
consulting firm based in Edin-
burgh, Scotland.

Mr. Hu promised last Novem-
ber that China would improve the
energy efficiency of its economy
by 40 to 45 percent by 2020. The
ministry statement on Thursday
did not mention whether Mr.
Hu’s promise might still be
achievable.

Complicating energy efficiency
calculations is the fact that Chi-
na’s National Bureau of Statistics
has begun a comprehensive revi-
sion of all of the country’s energy
statistics for the last 10 years, re-

stating them with more of the de-
tails commonly available in other
countries’ data. Western experts
also expect the revision to show
that China has been using even
more energy and releasing even
more greenhouse gases than pre-
viously thought.

Revising the data now runs the
risk that other countries will dis-
trust the results and demand
greater international monitoring
of any future pledges by China. If
the National Bureau of Statistics
revises up the 2005 data more
than recent data, for example,
then China might appear to have
met its target at the end of this
year for a 20 percent improve-
ment in energy efficiency.

China’s recent embrace of re-
newable energy has done little so
far to slow the rise in emissions
from the burning of fossil fuels.

Wind energy effectively dou-
bled in this year’s first quarter
compared with a year earlier, as
China has emerged as the world’s
largest manufacturer and install-
er of wind turbines. But wind still
accounts for just 2 percent of Chi-
na’s electricity capacity — and
only 1 percent of actual output,
because the wind does not blow
all the time.

Meanwhile, fuel-intensive
heavy industry output rose 22
percent in the first quarter in Chi-
na from a year earlier, while light
industry increased 14 percent.

Rajendra K. Pachauri, the

chairman of the Intergovernmen-
tal Panel on Climate Change, a
United Nations research unit,
said in an e-mail message that he
believed China was serious about
addressing its emissions.

“There is a growing realization
within Chinese society that major
reductions in greenhouse gas
emissions would be of overall
benefit to China,” he wrote after
learning of the latest Chinese en-
ergy statistics. “This is important
not only for global reasons, be-
cause China is now responsible
for the highest emissions of
greenhouse gases, but also be-
cause its per capita emissions are
increasing at a rapid rate.”

To some extent, China’s energy
consumption now might actually
help limit its global warming
emissions in the future.

China, for example, used 200
million tons of cement in building
rail lines last year, while the en-
tire American economy only used
93 million tons, said David Frid-
ley, a China energy specialist at
the Lawrence Berkeley National
Laboratory. Although production
of that cement raised energy use
and emissions of global warming
gases, it also expanded a rail sys-
tem that is among the most ener-
gy-efficient in the world.

China currently moves only 55
percent of its coal by rail, for ex-
ample, which is down from 80
percent a decade ago, as many
coal users have been forced by
inadequate rail capacity to haul
coal in trucks instead. The trucks
burn 10 or more times as much
fuel per mile to haul a ton of coal,
Mr. Fridley said.

But now, with new high-speed
passenger lines leaving more
room on older lines to haul coal
and other freight, the percent-
ages could begin shifting away
from energy-inefficient trucking,
he said.

ADRIAN BRADSHAW/EUROPEAN PRESSPHOTO AGENCY

Workers install high-voltage lines. China’s target is to be 20 percent more energy efficient.

Despite China’s goals for new forms of clean energy, the 
country’s shift toward energy-intensive heavy industry 
has forced a greater-than-ever reliance on thermal 
power plants, virtually all of which burn coal. 
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Demand for Energy 
Blunts China’s Hope
To Reduce Emissions

The consumption of
fossil fuel is likely to
increase because of
rising car ownership.
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Increased energy demand has been spurred by a shift toward heavy industries like steel. 

the Toyota circumstances have
focused everyone’s attention on
what needs to change,” said Ami
Gadhia, the Washington policy
counsel for Consumers Union,
the parent of Consumer Reports
magazine.

Representative Henry A. Wax-
man, chairman of the House En-
ergy and Commerce Committee,
which held a subcommittee hear-
ing on Thursday, and Senator
John D. Rockefeller IV, who
heads the Senate Commerce
Committee, have prepared paral-
lel bills that are serving as the
general framework for the pro-
posals. More hearings are ex-
pected in both houses in the com-
ing weeks.

“Today’s cars are more and
more complex and the technol-
ogy is growing more sophisticat-
ed,” Mr. Rockefeller, a Democrat,
said in an e-mail message. “We
must make sure the safety and
oversight of these vehicles ad-
vances, too.”

Federal regulators, who have
come under fire for reacting too
slowly to Toyota’s problems, have

said they would welcome strong-
er standards allowing them to or-
der immediate recalls if consum-
ers are in danger. Currently, a
federally required recall is a
lengthy and cumbersome pro-
cess, meaning virtually all recalls
are voluntary actions by the car-
makers.

“We want to be an agency that
takes risks off the road as fast as
we can,” David L. Strickland, the
administrator of the National
Highway Traffic Safety Adminis-
tration, told the House subcom-
mittee on Thursday. Mr. Strick-
land said anything Congress
could do to make that possible “is
something we can wholeheart-
edly embrace.”

Industry representatives said
they could back a proposal call-
ing for cars to contain brake over-
ride systems that would allow a
driver to get the vehicle under
control, even if the throttle was
stuck open. Their trade group,
the Alliance of Automobile Manu-
facturers, also supports installing
event data recorders, nicknamed
black boxes, to log information
shortly before and after a crash.

In the past, carmakers have
worked to weaken broad safety
efforts, and even in this case,
trade group officials have raised
questions about whether so much
change is needed.

But in the end, automakers
may have little choice but to go
along with some of the Congres-
sional efforts, industry analysts
said, considering that the Treas-

ury provided $65 billion in financ-
ing to General Motors and Chrys-
ler, and Congress passed the
cash-for-clunkers legislation that
automakers sought last year to
help lift them out of a devastating
slump.

In addition, compliance with
some technical aspects may not
be too difficult. For example,
about 80 percent of new vehicles
sold in the United States already
have some form of an event data
recorder. And a number of com-
panies, including Toyota, install
brake override systems on at
least some of their vehicles. 

Clarence Ditlow, a longtime
safety advocate, said new legisla-
tion could help restore consumer
confidence in the automobile in-
dustry. Still, some in and out of
the industry fear that Congress
may be trying too much.

“It’s kind of like a shotgun ap-
proach here, hitting everything
that came up in the news in the
past six months,” said Dan Ed-
munds, the director of automo-
tive testing for Edmunds.com, a
Web site that offers car buying
advice.

Representative Steve Scalise, a
Republican of Louisiana, was
among several lawmakers on
Thursday who questioned the
idea of imposing safety fees on
automakers. 

“The goals of this draft are
good,” Mr. Scalise said of the
House legislation, “but I have
concerns about the steps it takes
to get there.”

David McCurdy, president of
the automakers’ alliance, cau-
tioned that lawmakers needed to
balance the proposals against the
needs of consumers and carmak-
ers. Others noted that federal
regulators already had the au-
thority to order rules concerning
auto safety measures and that
added enforcement provisions
might prove redundant. 

However, Allan Kam, a former
lawyer for the traffic safety agen-
cy who is now a consultant on
safety matters, said the propos-
als could put the agency in a bet-
ter negotiating position.

“The industry has a way of
bargaining the agency down”
when it comes to recalls, Mr.
Kam said. That practice was il-
lustrated by documents from
Toyota, which showed that the
carmaker saved $100 million in
2007 by persuading the agency to
accept a less extensive recall.

He said a sweeping Congres-
sional measure would reinforce
the need to act more quickly in
situations like the Toyota recalls.
One proposal to speed things
along would require foreign auto-
makers to have a senior execu-
tive in the United States empow-
ered to make decisions. Another
would allow the traffic safety
agency to impose much larger
fines on companies that drag
their feet.

“Realistically, you only get
Congress’s attention every so
often,” Mr. Kam said.

Although Congress has passed
safety measures in recent years,
the current proposals are the
first sweeping approach since the
Tread Act, for Transportation Re-
call Enhancement, Accountabil-
ity and Documentation, which
was passed in 2000. It required
auto companies and equipment
makers to report more regularly

to the agency and allowed the
transportation secretary to order
that recalls or replacements be
accelerated. The act, which in-
cluded 15 rule-making orders,
also required measures involving
tire safety and child safety re-
straints. 

The current effort got its start
in Congressional hearings this
winter on the Toyota recalls. The
sessions revealed conflicts inside
the company, as well as disputes
with the traffic safety agency,
where officials spent months
pushing the automaker to act.
Toyota’s chief executive, Akio
Toyoda, apologized repeatedly
for the company’s slow response,
while Toyota’s American officials
disclosed that the final say over
safety steps lay only with execu-
tives in Japan.

The main safety features in the
new proposals — the brake over-
ride systems and the black boxes
— stem directly from the Toyota
situation. Toyota offers the sys-
tems on some of its vehicles and
announced plans this week to
speed up their installation on
new vehicles and to retrofit vehi-
cles when feasible.

The black boxes on its cars are
different from those on other
automobiles and can be read only
by special equipment. Before the
recalls, Mr. Strickland said, the
agency did not have the ability to
read Toyota’s data recorders. The
company has since made dozens
of recorders available.

In Washington, a Renewed Appetite for Strong Regulation of Automobile Safety
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Representative Henry Wax-
man, chairman of the House
Energy and Commerce Com-
mittee, spoke on Thursday at
a subcommittee hearing on a
bill he drafted to improve safe-
ty standards. 
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International Energy Agency in
Paris.

China has been the world’s
largest emitter of greenhouse
gases each year since 2006, lead-
ing the United States by an ever-
widening margin. A failure by
China to meet its own energy effi-
ciency targets would be a big set-
back for international efforts to
limit such emissions.

Such a failure would also be a
potential diplomatic embarrass-
ment for the Chinese govern-
ment, which promised the world
just before the Copenhagen cli-
mate summit meeting in Decem-
ber that it would improve energy
efficiency. 

The issue has major economic
implications for China and for
global energy markets. The na-
tion’s ravenous appetite for fossil
fuels is driven by China’s shifting
economic base — away from light
export industries like garment
and shoe production and toward
energy-intensive heavy indus-
tries like steel and cement manu-
facturing for cars and construc-
tion for the domestic market. 

Almost all urban households in
China now have a washing ma-
chine, a refrigerator and an air-
conditioner, according to govern-
ment statistics. Rural ownership
of appliances is now soaring as
well because of new government
subsidies for their purchase since
late 2008. 

Car ownership is rising rapidly
in the cities, while bicycle owner-
ship is actually falling in rural
areas as more families buy
motorcycles and light trucks.

General Motors announced on
Thursday that its sales in China
rose 41 percent in April from a
year earlier, virtually all of the

vehicles made in China because
of high import taxes.

Zhou Xi’an, a National Energy
Administration official, said in a
statement last month that fossil
fuel consumption was likely to in-
crease further in the second
quarter of this year because of
rising car ownership, diesel use
in the increasingly mechanized
agricultural sector and extra jet
fuel consumption for travelers to
the Shanghai Expo.

The shift in the composition of
China’s economic output is over-
whelming the effects of China’s
rapid expansion of renewable en-
ergy and its existing energy con-
servation program, energy ex-
perts said.

The increase in energy con-
sumption in the first quarter was
twice as fast as economic growth
of about 12 percent during that
period, a sign that rising energy
consumption is not just the result
of a rebounding economy but also
of changes in the mix of industri-
al activity. The shift in activity is
partly because of China’s eco-
nomic stimulus program, which
has resulted in a surge in public
works construction that requires
a lot of steel and cement. 

Burning fossil fuels releases
carbon dioxide, which many sci-
entists describe as the biggest
man-made contributor to global
warming.

President Hu Jintao pledged in
November that by 2020 the Chi-
nese government would slow its
growth in greenhouse gases by
sharply improving energy effi-
ciency. Mr. Wen went to the Co-
penhagen climate meeting three
weeks later and opposed any in-
ternational monitoring of China’s
energy efficiency effort or bind-
ing limits on China’s overall ener-
gy consumption.

China’s current five-year plan,

from 2006 to 2010, already sets an
efficiency target that the country
may now be less likely to meet.

The plan calls for the energy
needed for each unit of economic
output to decline by 20 percent in
2010 compared to 2005.

For a while, China seemed to
be on track toward that goal. Ac-
cording to the ministry of indus-
try and information technology,
energy efficiency actually im-
proved by more than 14 percent
from 2005 to 2009.

But it deteriorated by 3.2 per-
cent in the first quarter, the min-
istry said on Thursday.

Mr. Wen said that this deterio-
ration would make it “particular-
ly difficult” for China to meet the
20 percent target.

Without big policy changes,
like raising fuel taxes, “they can’t
possibly make it,” said Julie Beat-
ty, principal energy economist at
Wood Mackenzie, a big energy
consulting firm based in Edin-
burgh, Scotland.

Mr. Hu promised last Novem-
ber that China would improve the
energy efficiency of its economy
by 40 to 45 percent by 2020. The
ministry statement on Thursday
did not mention whether Mr.
Hu’s promise might still be
achievable.

Complicating energy efficiency
calculations is the fact that Chi-
na’s National Bureau of Statistics
has begun a comprehensive revi-
sion of all of the country’s energy
statistics for the last 10 years, re-

stating them with more of the de-
tails commonly available in other
countries’ data. Western experts
also expect the revision to show
that China has been using even
more energy and releasing even
more greenhouse gases than pre-
viously thought.

Revising the data now runs the
risk that other countries will dis-
trust the results and demand
greater international monitoring
of any future pledges by China. If
the National Bureau of Statistics
revises up the 2005 data more
than recent data, for example,
then China might appear to have
met its target at the end of this
year for a 20 percent improve-
ment in energy efficiency.

China’s recent embrace of re-
newable energy has done little so
far to slow the rise in emissions
from the burning of fossil fuels.

Wind energy effectively dou-
bled in this year’s first quarter
compared with a year earlier, as
China has emerged as the world’s
largest manufacturer and install-
er of wind turbines. But wind still
accounts for just 2 percent of Chi-
na’s electricity capacity — and
only 1 percent of actual output,
because the wind does not blow
all the time.

Meanwhile, fuel-intensive
heavy industry output rose 22
percent in the first quarter in Chi-
na from a year earlier, while light
industry increased 14 percent.

Rajendra K. Pachauri, the

chairman of the Intergovernmen-
tal Panel on Climate Change, a
United Nations research unit,
said in an e-mail message that he
believed China was serious about
addressing its emissions.

“There is a growing realization
within Chinese society that major
reductions in greenhouse gas
emissions would be of overall
benefit to China,” he wrote after
learning of the latest Chinese en-
ergy statistics. “This is important
not only for global reasons, be-
cause China is now responsible
for the highest emissions of
greenhouse gases, but also be-
cause its per capita emissions are
increasing at a rapid rate.”

To some extent, China’s energy
consumption now might actually
help limit its global warming
emissions in the future.

China, for example, used 200
million tons of cement in building
rail lines last year, while the en-
tire American economy only used
93 million tons, said David Frid-
ley, a China energy specialist at
the Lawrence Berkeley National
Laboratory. Although production
of that cement raised energy use
and emissions of global warming
gases, it also expanded a rail sys-
tem that is among the most ener-
gy-efficient in the world.

China currently moves only 55
percent of its coal by rail, for ex-
ample, which is down from 80
percent a decade ago, as many
coal users have been forced by
inadequate rail capacity to haul
coal in trucks instead. The trucks
burn 10 or more times as much
fuel per mile to haul a ton of coal,
Mr. Fridley said.

But now, with new high-speed
passenger lines leaving more
room on older lines to haul coal
and other freight, the percent-
ages could begin shifting away
from energy-inefficient trucking,
he said.
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Workers install high-voltage lines. China’s target is to be 20 percent more energy efficient.

Despite China’s goals for new forms of clean energy, the 
country’s shift toward energy-intensive heavy industry 
has forced a greater-than-ever reliance on thermal 
power plants, virtually all of which burn coal. 
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fossil fuel is likely to
increase because of
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Increased energy demand has been spurred by a shift toward heavy industries like steel. 

the Toyota circumstances have
focused everyone’s attention on
what needs to change,” said Ami
Gadhia, the Washington policy
counsel for Consumers Union,
the parent of Consumer Reports
magazine.

Representative Henry A. Wax-
man, chairman of the House En-
ergy and Commerce Committee,
which held a subcommittee hear-
ing on Thursday, and Senator
John D. Rockefeller IV, who
heads the Senate Commerce
Committee, have prepared paral-
lel bills that are serving as the
general framework for the pro-
posals. More hearings are ex-
pected in both houses in the com-
ing weeks.

“Today’s cars are more and
more complex and the technol-
ogy is growing more sophisticat-
ed,” Mr. Rockefeller, a Democrat,
said in an e-mail message. “We
must make sure the safety and
oversight of these vehicles ad-
vances, too.”

Federal regulators, who have
come under fire for reacting too
slowly to Toyota’s problems, have

said they would welcome strong-
er standards allowing them to or-
der immediate recalls if consum-
ers are in danger. Currently, a
federally required recall is a
lengthy and cumbersome pro-
cess, meaning virtually all recalls
are voluntary actions by the car-
makers.

“We want to be an agency that
takes risks off the road as fast as
we can,” David L. Strickland, the
administrator of the National
Highway Traffic Safety Adminis-
tration, told the House subcom-
mittee on Thursday. Mr. Strick-
land said anything Congress
could do to make that possible “is
something we can wholeheart-
edly embrace.”

Industry representatives said
they could back a proposal call-
ing for cars to contain brake over-
ride systems that would allow a
driver to get the vehicle under
control, even if the throttle was
stuck open. Their trade group,
the Alliance of Automobile Manu-
facturers, also supports installing
event data recorders, nicknamed
black boxes, to log information
shortly before and after a crash.

In the past, carmakers have
worked to weaken broad safety
efforts, and even in this case,
trade group officials have raised
questions about whether so much
change is needed.

But in the end, automakers
may have little choice but to go
along with some of the Congres-
sional efforts, industry analysts
said, considering that the Treas-

ury provided $65 billion in financ-
ing to General Motors and Chrys-
ler, and Congress passed the
cash-for-clunkers legislation that
automakers sought last year to
help lift them out of a devastating
slump.

In addition, compliance with
some technical aspects may not
be too difficult. For example,
about 80 percent of new vehicles
sold in the United States already
have some form of an event data
recorder. And a number of com-
panies, including Toyota, install
brake override systems on at
least some of their vehicles. 

Clarence Ditlow, a longtime
safety advocate, said new legisla-
tion could help restore consumer
confidence in the automobile in-
dustry. Still, some in and out of
the industry fear that Congress
may be trying too much.

“It’s kind of like a shotgun ap-
proach here, hitting everything
that came up in the news in the
past six months,” said Dan Ed-
munds, the director of automo-
tive testing for Edmunds.com, a
Web site that offers car buying
advice.

Representative Steve Scalise, a
Republican of Louisiana, was
among several lawmakers on
Thursday who questioned the
idea of imposing safety fees on
automakers. 

“The goals of this draft are
good,” Mr. Scalise said of the
House legislation, “but I have
concerns about the steps it takes
to get there.”

David McCurdy, president of
the automakers’ alliance, cau-
tioned that lawmakers needed to
balance the proposals against the
needs of consumers and carmak-
ers. Others noted that federal
regulators already had the au-
thority to order rules concerning
auto safety measures and that
added enforcement provisions
might prove redundant. 

However, Allan Kam, a former
lawyer for the traffic safety agen-
cy who is now a consultant on
safety matters, said the propos-
als could put the agency in a bet-
ter negotiating position.

“The industry has a way of
bargaining the agency down”
when it comes to recalls, Mr.
Kam said. That practice was il-
lustrated by documents from
Toyota, which showed that the
carmaker saved $100 million in
2007 by persuading the agency to
accept a less extensive recall.

He said a sweeping Congres-
sional measure would reinforce
the need to act more quickly in
situations like the Toyota recalls.
One proposal to speed things
along would require foreign auto-
makers to have a senior execu-
tive in the United States empow-
ered to make decisions. Another
would allow the traffic safety
agency to impose much larger
fines on companies that drag
their feet.

“Realistically, you only get
Congress’s attention every so
often,” Mr. Kam said.

Although Congress has passed
safety measures in recent years,
the current proposals are the
first sweeping approach since the
Tread Act, for Transportation Re-
call Enhancement, Accountabil-
ity and Documentation, which
was passed in 2000. It required
auto companies and equipment
makers to report more regularly

to the agency and allowed the
transportation secretary to order
that recalls or replacements be
accelerated. The act, which in-
cluded 15 rule-making orders,
also required measures involving
tire safety and child safety re-
straints. 

The current effort got its start
in Congressional hearings this
winter on the Toyota recalls. The
sessions revealed conflicts inside
the company, as well as disputes
with the traffic safety agency,
where officials spent months
pushing the automaker to act.
Toyota’s chief executive, Akio
Toyoda, apologized repeatedly
for the company’s slow response,
while Toyota’s American officials
disclosed that the final say over
safety steps lay only with execu-
tives in Japan.

The main safety features in the
new proposals — the brake over-
ride systems and the black boxes
— stem directly from the Toyota
situation. Toyota offers the sys-
tems on some of its vehicles and
announced plans this week to
speed up their installation on
new vehicles and to retrofit vehi-
cles when feasible.

The black boxes on its cars are
different from those on other
automobiles and can be read only
by special equipment. Before the
recalls, Mr. Strickland said, the
agency did not have the ability to
read Toyota’s data recorders. The
company has since made dozens
of recorders available.

In Washington, a Renewed Appetite for Strong Regulation of Automobile Safety
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Representative Henry Wax-
man, chairman of the House
Energy and Commerce Com-
mittee, spoke on Thursday at
a subcommittee hearing on a
bill he drafted to improve safe-
ty standards. 
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International Energy Agency in
Paris.

China has been the world’s
largest emitter of greenhouse
gases each year since 2006, lead-
ing the United States by an ever-
widening margin. A failure by
China to meet its own energy effi-
ciency targets would be a big set-
back for international efforts to
limit such emissions.

Such a failure would also be a
potential diplomatic embarrass-
ment for the Chinese govern-
ment, which promised the world
just before the Copenhagen cli-
mate summit meeting in Decem-
ber that it would improve energy
efficiency. 

The issue has major economic
implications for China and for
global energy markets. The na-
tion’s ravenous appetite for fossil
fuels is driven by China’s shifting
economic base — away from light
export industries like garment
and shoe production and toward
energy-intensive heavy indus-
tries like steel and cement manu-
facturing for cars and construc-
tion for the domestic market. 

Almost all urban households in
China now have a washing ma-
chine, a refrigerator and an air-
conditioner, according to govern-
ment statistics. Rural ownership
of appliances is now soaring as
well because of new government
subsidies for their purchase since
late 2008. 

Car ownership is rising rapidly
in the cities, while bicycle owner-
ship is actually falling in rural
areas as more families buy
motorcycles and light trucks.

General Motors announced on
Thursday that its sales in China
rose 41 percent in April from a
year earlier, virtually all of the

vehicles made in China because
of high import taxes.

Zhou Xi’an, a National Energy
Administration official, said in a
statement last month that fossil
fuel consumption was likely to in-
crease further in the second
quarter of this year because of
rising car ownership, diesel use
in the increasingly mechanized
agricultural sector and extra jet
fuel consumption for travelers to
the Shanghai Expo.

The shift in the composition of
China’s economic output is over-
whelming the effects of China’s
rapid expansion of renewable en-
ergy and its existing energy con-
servation program, energy ex-
perts said.

The increase in energy con-
sumption in the first quarter was
twice as fast as economic growth
of about 12 percent during that
period, a sign that rising energy
consumption is not just the result
of a rebounding economy but also
of changes in the mix of industri-
al activity. The shift in activity is
partly because of China’s eco-
nomic stimulus program, which
has resulted in a surge in public
works construction that requires
a lot of steel and cement. 

Burning fossil fuels releases
carbon dioxide, which many sci-
entists describe as the biggest
man-made contributor to global
warming.

President Hu Jintao pledged in
November that by 2020 the Chi-
nese government would slow its
growth in greenhouse gases by
sharply improving energy effi-
ciency. Mr. Wen went to the Co-
penhagen climate meeting three
weeks later and opposed any in-
ternational monitoring of China’s
energy efficiency effort or bind-
ing limits on China’s overall ener-
gy consumption.

China’s current five-year plan,

from 2006 to 2010, already sets an
efficiency target that the country
may now be less likely to meet.

The plan calls for the energy
needed for each unit of economic
output to decline by 20 percent in
2010 compared to 2005.

For a while, China seemed to
be on track toward that goal. Ac-
cording to the ministry of indus-
try and information technology,
energy efficiency actually im-
proved by more than 14 percent
from 2005 to 2009.

But it deteriorated by 3.2 per-
cent in the first quarter, the min-
istry said on Thursday.

Mr. Wen said that this deterio-
ration would make it “particular-
ly difficult” for China to meet the
20 percent target.

Without big policy changes,
like raising fuel taxes, “they can’t
possibly make it,” said Julie Beat-
ty, principal energy economist at
Wood Mackenzie, a big energy
consulting firm based in Edin-
burgh, Scotland.

Mr. Hu promised last Novem-
ber that China would improve the
energy efficiency of its economy
by 40 to 45 percent by 2020. The
ministry statement on Thursday
did not mention whether Mr.
Hu’s promise might still be
achievable.

Complicating energy efficiency
calculations is the fact that Chi-
na’s National Bureau of Statistics
has begun a comprehensive revi-
sion of all of the country’s energy
statistics for the last 10 years, re-

stating them with more of the de-
tails commonly available in other
countries’ data. Western experts
also expect the revision to show
that China has been using even
more energy and releasing even
more greenhouse gases than pre-
viously thought.

Revising the data now runs the
risk that other countries will dis-
trust the results and demand
greater international monitoring
of any future pledges by China. If
the National Bureau of Statistics
revises up the 2005 data more
than recent data, for example,
then China might appear to have
met its target at the end of this
year for a 20 percent improve-
ment in energy efficiency.

China’s recent embrace of re-
newable energy has done little so
far to slow the rise in emissions
from the burning of fossil fuels.

Wind energy effectively dou-
bled in this year’s first quarter
compared with a year earlier, as
China has emerged as the world’s
largest manufacturer and install-
er of wind turbines. But wind still
accounts for just 2 percent of Chi-
na’s electricity capacity — and
only 1 percent of actual output,
because the wind does not blow
all the time.

Meanwhile, fuel-intensive
heavy industry output rose 22
percent in the first quarter in Chi-
na from a year earlier, while light
industry increased 14 percent.

Rajendra K. Pachauri, the

chairman of the Intergovernmen-
tal Panel on Climate Change, a
United Nations research unit,
said in an e-mail message that he
believed China was serious about
addressing its emissions.

“There is a growing realization
within Chinese society that major
reductions in greenhouse gas
emissions would be of overall
benefit to China,” he wrote after
learning of the latest Chinese en-
ergy statistics. “This is important
not only for global reasons, be-
cause China is now responsible
for the highest emissions of
greenhouse gases, but also be-
cause its per capita emissions are
increasing at a rapid rate.”

To some extent, China’s energy
consumption now might actually
help limit its global warming
emissions in the future.

China, for example, used 200
million tons of cement in building
rail lines last year, while the en-
tire American economy only used
93 million tons, said David Frid-
ley, a China energy specialist at
the Lawrence Berkeley National
Laboratory. Although production
of that cement raised energy use
and emissions of global warming
gases, it also expanded a rail sys-
tem that is among the most ener-
gy-efficient in the world.

China currently moves only 55
percent of its coal by rail, for ex-
ample, which is down from 80
percent a decade ago, as many
coal users have been forced by
inadequate rail capacity to haul
coal in trucks instead. The trucks
burn 10 or more times as much
fuel per mile to haul a ton of coal,
Mr. Fridley said.

But now, with new high-speed
passenger lines leaving more
room on older lines to haul coal
and other freight, the percent-
ages could begin shifting away
from energy-inefficient trucking,
he said.

ADRIAN BRADSHAW/EUROPEAN PRESSPHOTO AGENCY

Workers install high-voltage lines. China’s target is to be 20 percent more energy efficient.

Despite China’s goals for new forms of clean energy, the 
country’s shift toward energy-intensive heavy industry 
has forced a greater-than-ever reliance on thermal 
power plants, virtually all of which burn coal. 
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Demand for Energy 
Blunts China’s Hope
To Reduce Emissions

The consumption of
fossil fuel is likely to
increase because of
rising car ownership.
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Increased energy demand has been spurred by a shift toward heavy industries like steel. 

the Toyota circumstances have
focused everyone’s attention on
what needs to change,” said Ami
Gadhia, the Washington policy
counsel for Consumers Union,
the parent of Consumer Reports
magazine.

Representative Henry A. Wax-
man, chairman of the House En-
ergy and Commerce Committee,
which held a subcommittee hear-
ing on Thursday, and Senator
John D. Rockefeller IV, who
heads the Senate Commerce
Committee, have prepared paral-
lel bills that are serving as the
general framework for the pro-
posals. More hearings are ex-
pected in both houses in the com-
ing weeks.

“Today’s cars are more and
more complex and the technol-
ogy is growing more sophisticat-
ed,” Mr. Rockefeller, a Democrat,
said in an e-mail message. “We
must make sure the safety and
oversight of these vehicles ad-
vances, too.”

Federal regulators, who have
come under fire for reacting too
slowly to Toyota’s problems, have

said they would welcome strong-
er standards allowing them to or-
der immediate recalls if consum-
ers are in danger. Currently, a
federally required recall is a
lengthy and cumbersome pro-
cess, meaning virtually all recalls
are voluntary actions by the car-
makers.

“We want to be an agency that
takes risks off the road as fast as
we can,” David L. Strickland, the
administrator of the National
Highway Traffic Safety Adminis-
tration, told the House subcom-
mittee on Thursday. Mr. Strick-
land said anything Congress
could do to make that possible “is
something we can wholeheart-
edly embrace.”

Industry representatives said
they could back a proposal call-
ing for cars to contain brake over-
ride systems that would allow a
driver to get the vehicle under
control, even if the throttle was
stuck open. Their trade group,
the Alliance of Automobile Manu-
facturers, also supports installing
event data recorders, nicknamed
black boxes, to log information
shortly before and after a crash.

In the past, carmakers have
worked to weaken broad safety
efforts, and even in this case,
trade group officials have raised
questions about whether so much
change is needed.

But in the end, automakers
may have little choice but to go
along with some of the Congres-
sional efforts, industry analysts
said, considering that the Treas-

ury provided $65 billion in financ-
ing to General Motors and Chrys-
ler, and Congress passed the
cash-for-clunkers legislation that
automakers sought last year to
help lift them out of a devastating
slump.

In addition, compliance with
some technical aspects may not
be too difficult. For example,
about 80 percent of new vehicles
sold in the United States already
have some form of an event data
recorder. And a number of com-
panies, including Toyota, install
brake override systems on at
least some of their vehicles. 

Clarence Ditlow, a longtime
safety advocate, said new legisla-
tion could help restore consumer
confidence in the automobile in-
dustry. Still, some in and out of
the industry fear that Congress
may be trying too much.

“It’s kind of like a shotgun ap-
proach here, hitting everything
that came up in the news in the
past six months,” said Dan Ed-
munds, the director of automo-
tive testing for Edmunds.com, a
Web site that offers car buying
advice.

Representative Steve Scalise, a
Republican of Louisiana, was
among several lawmakers on
Thursday who questioned the
idea of imposing safety fees on
automakers. 

“The goals of this draft are
good,” Mr. Scalise said of the
House legislation, “but I have
concerns about the steps it takes
to get there.”

David McCurdy, president of
the automakers’ alliance, cau-
tioned that lawmakers needed to
balance the proposals against the
needs of consumers and carmak-
ers. Others noted that federal
regulators already had the au-
thority to order rules concerning
auto safety measures and that
added enforcement provisions
might prove redundant. 

However, Allan Kam, a former
lawyer for the traffic safety agen-
cy who is now a consultant on
safety matters, said the propos-
als could put the agency in a bet-
ter negotiating position.

“The industry has a way of
bargaining the agency down”
when it comes to recalls, Mr.
Kam said. That practice was il-
lustrated by documents from
Toyota, which showed that the
carmaker saved $100 million in
2007 by persuading the agency to
accept a less extensive recall.

He said a sweeping Congres-
sional measure would reinforce
the need to act more quickly in
situations like the Toyota recalls.
One proposal to speed things
along would require foreign auto-
makers to have a senior execu-
tive in the United States empow-
ered to make decisions. Another
would allow the traffic safety
agency to impose much larger
fines on companies that drag
their feet.

“Realistically, you only get
Congress’s attention every so
often,” Mr. Kam said.

Although Congress has passed
safety measures in recent years,
the current proposals are the
first sweeping approach since the
Tread Act, for Transportation Re-
call Enhancement, Accountabil-
ity and Documentation, which
was passed in 2000. It required
auto companies and equipment
makers to report more regularly

to the agency and allowed the
transportation secretary to order
that recalls or replacements be
accelerated. The act, which in-
cluded 15 rule-making orders,
also required measures involving
tire safety and child safety re-
straints. 

The current effort got its start
in Congressional hearings this
winter on the Toyota recalls. The
sessions revealed conflicts inside
the company, as well as disputes
with the traffic safety agency,
where officials spent months
pushing the automaker to act.
Toyota’s chief executive, Akio
Toyoda, apologized repeatedly
for the company’s slow response,
while Toyota’s American officials
disclosed that the final say over
safety steps lay only with execu-
tives in Japan.

The main safety features in the
new proposals — the brake over-
ride systems and the black boxes
— stem directly from the Toyota
situation. Toyota offers the sys-
tems on some of its vehicles and
announced plans this week to
speed up their installation on
new vehicles and to retrofit vehi-
cles when feasible.

The black boxes on its cars are
different from those on other
automobiles and can be read only
by special equipment. Before the
recalls, Mr. Strickland said, the
agency did not have the ability to
read Toyota’s data recorders. The
company has since made dozens
of recorders available.

In Washington, a Renewed Appetite for Strong Regulation of Automobile Safety
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Representative Henry Wax-
man, chairman of the House
Energy and Commerce Com-
mittee, spoke on Thursday at
a subcommittee hearing on a
bill he drafted to improve safe-
ty standards. 
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International Energy Agency in
Paris.

China has been the world’s
largest emitter of greenhouse
gases each year since 2006, lead-
ing the United States by an ever-
widening margin. A failure by
China to meet its own energy effi-
ciency targets would be a big set-
back for international efforts to
limit such emissions.

Such a failure would also be a
potential diplomatic embarrass-
ment for the Chinese govern-
ment, which promised the world
just before the Copenhagen cli-
mate summit meeting in Decem-
ber that it would improve energy
efficiency. 

The issue has major economic
implications for China and for
global energy markets. The na-
tion’s ravenous appetite for fossil
fuels is driven by China’s shifting
economic base — away from light
export industries like garment
and shoe production and toward
energy-intensive heavy indus-
tries like steel and cement manu-
facturing for cars and construc-
tion for the domestic market. 

Almost all urban households in
China now have a washing ma-
chine, a refrigerator and an air-
conditioner, according to govern-
ment statistics. Rural ownership
of appliances is now soaring as
well because of new government
subsidies for their purchase since
late 2008. 

Car ownership is rising rapidly
in the cities, while bicycle owner-
ship is actually falling in rural
areas as more families buy
motorcycles and light trucks.

General Motors announced on
Thursday that its sales in China
rose 41 percent in April from a
year earlier, virtually all of the

vehicles made in China because
of high import taxes.

Zhou Xi’an, a National Energy
Administration official, said in a
statement last month that fossil
fuel consumption was likely to in-
crease further in the second
quarter of this year because of
rising car ownership, diesel use
in the increasingly mechanized
agricultural sector and extra jet
fuel consumption for travelers to
the Shanghai Expo.

The shift in the composition of
China’s economic output is over-
whelming the effects of China’s
rapid expansion of renewable en-
ergy and its existing energy con-
servation program, energy ex-
perts said.

The increase in energy con-
sumption in the first quarter was
twice as fast as economic growth
of about 12 percent during that
period, a sign that rising energy
consumption is not just the result
of a rebounding economy but also
of changes in the mix of industri-
al activity. The shift in activity is
partly because of China’s eco-
nomic stimulus program, which
has resulted in a surge in public
works construction that requires
a lot of steel and cement. 

Burning fossil fuels releases
carbon dioxide, which many sci-
entists describe as the biggest
man-made contributor to global
warming.

President Hu Jintao pledged in
November that by 2020 the Chi-
nese government would slow its
growth in greenhouse gases by
sharply improving energy effi-
ciency. Mr. Wen went to the Co-
penhagen climate meeting three
weeks later and opposed any in-
ternational monitoring of China’s
energy efficiency effort or bind-
ing limits on China’s overall ener-
gy consumption.

China’s current five-year plan,

from 2006 to 2010, already sets an
efficiency target that the country
may now be less likely to meet.

The plan calls for the energy
needed for each unit of economic
output to decline by 20 percent in
2010 compared to 2005.

For a while, China seemed to
be on track toward that goal. Ac-
cording to the ministry of indus-
try and information technology,
energy efficiency actually im-
proved by more than 14 percent
from 2005 to 2009.

But it deteriorated by 3.2 per-
cent in the first quarter, the min-
istry said on Thursday.

Mr. Wen said that this deterio-
ration would make it “particular-
ly difficult” for China to meet the
20 percent target.

Without big policy changes,
like raising fuel taxes, “they can’t
possibly make it,” said Julie Beat-
ty, principal energy economist at
Wood Mackenzie, a big energy
consulting firm based in Edin-
burgh, Scotland.

Mr. Hu promised last Novem-
ber that China would improve the
energy efficiency of its economy
by 40 to 45 percent by 2020. The
ministry statement on Thursday
did not mention whether Mr.
Hu’s promise might still be
achievable.

Complicating energy efficiency
calculations is the fact that Chi-
na’s National Bureau of Statistics
has begun a comprehensive revi-
sion of all of the country’s energy
statistics for the last 10 years, re-

stating them with more of the de-
tails commonly available in other
countries’ data. Western experts
also expect the revision to show
that China has been using even
more energy and releasing even
more greenhouse gases than pre-
viously thought.

Revising the data now runs the
risk that other countries will dis-
trust the results and demand
greater international monitoring
of any future pledges by China. If
the National Bureau of Statistics
revises up the 2005 data more
than recent data, for example,
then China might appear to have
met its target at the end of this
year for a 20 percent improve-
ment in energy efficiency.

China’s recent embrace of re-
newable energy has done little so
far to slow the rise in emissions
from the burning of fossil fuels.

Wind energy effectively dou-
bled in this year’s first quarter
compared with a year earlier, as
China has emerged as the world’s
largest manufacturer and install-
er of wind turbines. But wind still
accounts for just 2 percent of Chi-
na’s electricity capacity — and
only 1 percent of actual output,
because the wind does not blow
all the time.

Meanwhile, fuel-intensive
heavy industry output rose 22
percent in the first quarter in Chi-
na from a year earlier, while light
industry increased 14 percent.

Rajendra K. Pachauri, the

chairman of the Intergovernmen-
tal Panel on Climate Change, a
United Nations research unit,
said in an e-mail message that he
believed China was serious about
addressing its emissions.

“There is a growing realization
within Chinese society that major
reductions in greenhouse gas
emissions would be of overall
benefit to China,” he wrote after
learning of the latest Chinese en-
ergy statistics. “This is important
not only for global reasons, be-
cause China is now responsible
for the highest emissions of
greenhouse gases, but also be-
cause its per capita emissions are
increasing at a rapid rate.”

To some extent, China’s energy
consumption now might actually
help limit its global warming
emissions in the future.

China, for example, used 200
million tons of cement in building
rail lines last year, while the en-
tire American economy only used
93 million tons, said David Frid-
ley, a China energy specialist at
the Lawrence Berkeley National
Laboratory. Although production
of that cement raised energy use
and emissions of global warming
gases, it also expanded a rail sys-
tem that is among the most ener-
gy-efficient in the world.

China currently moves only 55
percent of its coal by rail, for ex-
ample, which is down from 80
percent a decade ago, as many
coal users have been forced by
inadequate rail capacity to haul
coal in trucks instead. The trucks
burn 10 or more times as much
fuel per mile to haul a ton of coal,
Mr. Fridley said.

But now, with new high-speed
passenger lines leaving more
room on older lines to haul coal
and other freight, the percent-
ages could begin shifting away
from energy-inefficient trucking,
he said.
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Workers install high-voltage lines. China’s target is to be 20 percent more energy efficient.

Despite China’s goals for new forms of clean energy, the 
country’s shift toward energy-intensive heavy industry 
has forced a greater-than-ever reliance on thermal 
power plants, virtually all of which burn coal. 
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Increased energy demand has been spurred by a shift toward heavy industries like steel. 

the Toyota circumstances have
focused everyone’s attention on
what needs to change,” said Ami
Gadhia, the Washington policy
counsel for Consumers Union,
the parent of Consumer Reports
magazine.

Representative Henry A. Wax-
man, chairman of the House En-
ergy and Commerce Committee,
which held a subcommittee hear-
ing on Thursday, and Senator
John D. Rockefeller IV, who
heads the Senate Commerce
Committee, have prepared paral-
lel bills that are serving as the
general framework for the pro-
posals. More hearings are ex-
pected in both houses in the com-
ing weeks.

“Today’s cars are more and
more complex and the technol-
ogy is growing more sophisticat-
ed,” Mr. Rockefeller, a Democrat,
said in an e-mail message. “We
must make sure the safety and
oversight of these vehicles ad-
vances, too.”

Federal regulators, who have
come under fire for reacting too
slowly to Toyota’s problems, have

said they would welcome strong-
er standards allowing them to or-
der immediate recalls if consum-
ers are in danger. Currently, a
federally required recall is a
lengthy and cumbersome pro-
cess, meaning virtually all recalls
are voluntary actions by the car-
makers.

“We want to be an agency that
takes risks off the road as fast as
we can,” David L. Strickland, the
administrator of the National
Highway Traffic Safety Adminis-
tration, told the House subcom-
mittee on Thursday. Mr. Strick-
land said anything Congress
could do to make that possible “is
something we can wholeheart-
edly embrace.”

Industry representatives said
they could back a proposal call-
ing for cars to contain brake over-
ride systems that would allow a
driver to get the vehicle under
control, even if the throttle was
stuck open. Their trade group,
the Alliance of Automobile Manu-
facturers, also supports installing
event data recorders, nicknamed
black boxes, to log information
shortly before and after a crash.

In the past, carmakers have
worked to weaken broad safety
efforts, and even in this case,
trade group officials have raised
questions about whether so much
change is needed.

But in the end, automakers
may have little choice but to go
along with some of the Congres-
sional efforts, industry analysts
said, considering that the Treas-

ury provided $65 billion in financ-
ing to General Motors and Chrys-
ler, and Congress passed the
cash-for-clunkers legislation that
automakers sought last year to
help lift them out of a devastating
slump.

In addition, compliance with
some technical aspects may not
be too difficult. For example,
about 80 percent of new vehicles
sold in the United States already
have some form of an event data
recorder. And a number of com-
panies, including Toyota, install
brake override systems on at
least some of their vehicles. 

Clarence Ditlow, a longtime
safety advocate, said new legisla-
tion could help restore consumer
confidence in the automobile in-
dustry. Still, some in and out of
the industry fear that Congress
may be trying too much.

“It’s kind of like a shotgun ap-
proach here, hitting everything
that came up in the news in the
past six months,” said Dan Ed-
munds, the director of automo-
tive testing for Edmunds.com, a
Web site that offers car buying
advice.

Representative Steve Scalise, a
Republican of Louisiana, was
among several lawmakers on
Thursday who questioned the
idea of imposing safety fees on
automakers. 

“The goals of this draft are
good,” Mr. Scalise said of the
House legislation, “but I have
concerns about the steps it takes
to get there.”

David McCurdy, president of
the automakers’ alliance, cau-
tioned that lawmakers needed to
balance the proposals against the
needs of consumers and carmak-
ers. Others noted that federal
regulators already had the au-
thority to order rules concerning
auto safety measures and that
added enforcement provisions
might prove redundant. 

However, Allan Kam, a former
lawyer for the traffic safety agen-
cy who is now a consultant on
safety matters, said the propos-
als could put the agency in a bet-
ter negotiating position.

“The industry has a way of
bargaining the agency down”
when it comes to recalls, Mr.
Kam said. That practice was il-
lustrated by documents from
Toyota, which showed that the
carmaker saved $100 million in
2007 by persuading the agency to
accept a less extensive recall.

He said a sweeping Congres-
sional measure would reinforce
the need to act more quickly in
situations like the Toyota recalls.
One proposal to speed things
along would require foreign auto-
makers to have a senior execu-
tive in the United States empow-
ered to make decisions. Another
would allow the traffic safety
agency to impose much larger
fines on companies that drag
their feet.

“Realistically, you only get
Congress’s attention every so
often,” Mr. Kam said.

Although Congress has passed
safety measures in recent years,
the current proposals are the
first sweeping approach since the
Tread Act, for Transportation Re-
call Enhancement, Accountabil-
ity and Documentation, which
was passed in 2000. It required
auto companies and equipment
makers to report more regularly

to the agency and allowed the
transportation secretary to order
that recalls or replacements be
accelerated. The act, which in-
cluded 15 rule-making orders,
also required measures involving
tire safety and child safety re-
straints. 

The current effort got its start
in Congressional hearings this
winter on the Toyota recalls. The
sessions revealed conflicts inside
the company, as well as disputes
with the traffic safety agency,
where officials spent months
pushing the automaker to act.
Toyota’s chief executive, Akio
Toyoda, apologized repeatedly
for the company’s slow response,
while Toyota’s American officials
disclosed that the final say over
safety steps lay only with execu-
tives in Japan.

The main safety features in the
new proposals — the brake over-
ride systems and the black boxes
— stem directly from the Toyota
situation. Toyota offers the sys-
tems on some of its vehicles and
announced plans this week to
speed up their installation on
new vehicles and to retrofit vehi-
cles when feasible.

The black boxes on its cars are
different from those on other
automobiles and can be read only
by special equipment. Before the
recalls, Mr. Strickland said, the
agency did not have the ability to
read Toyota’s data recorders. The
company has since made dozens
of recorders available.

In Washington, a Renewed Appetite for Strong Regulation of Automobile Safety
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Representative Henry Wax-
man, chairman of the House
Energy and Commerce Com-
mittee, spoke on Thursday at
a subcommittee hearing on a
bill he drafted to improve safe-
ty standards. 
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International Energy Agency in
Paris.

China has been the world’s
largest emitter of greenhouse
gases each year since 2006, lead-
ing the United States by an ever-
widening margin. A failure by
China to meet its own energy effi-
ciency targets would be a big set-
back for international efforts to
limit such emissions.

Such a failure would also be a
potential diplomatic embarrass-
ment for the Chinese govern-
ment, which promised the world
just before the Copenhagen cli-
mate summit meeting in Decem-
ber that it would improve energy
efficiency. 

The issue has major economic
implications for China and for
global energy markets. The na-
tion’s ravenous appetite for fossil
fuels is driven by China’s shifting
economic base — away from light
export industries like garment
and shoe production and toward
energy-intensive heavy indus-
tries like steel and cement manu-
facturing for cars and construc-
tion for the domestic market. 

Almost all urban households in
China now have a washing ma-
chine, a refrigerator and an air-
conditioner, according to govern-
ment statistics. Rural ownership
of appliances is now soaring as
well because of new government
subsidies for their purchase since
late 2008. 

Car ownership is rising rapidly
in the cities, while bicycle owner-
ship is actually falling in rural
areas as more families buy
motorcycles and light trucks.

General Motors announced on
Thursday that its sales in China
rose 41 percent in April from a
year earlier, virtually all of the

vehicles made in China because
of high import taxes.

Zhou Xi’an, a National Energy
Administration official, said in a
statement last month that fossil
fuel consumption was likely to in-
crease further in the second
quarter of this year because of
rising car ownership, diesel use
in the increasingly mechanized
agricultural sector and extra jet
fuel consumption for travelers to
the Shanghai Expo.

The shift in the composition of
China’s economic output is over-
whelming the effects of China’s
rapid expansion of renewable en-
ergy and its existing energy con-
servation program, energy ex-
perts said.

The increase in energy con-
sumption in the first quarter was
twice as fast as economic growth
of about 12 percent during that
period, a sign that rising energy
consumption is not just the result
of a rebounding economy but also
of changes in the mix of industri-
al activity. The shift in activity is
partly because of China’s eco-
nomic stimulus program, which
has resulted in a surge in public
works construction that requires
a lot of steel and cement. 

Burning fossil fuels releases
carbon dioxide, which many sci-
entists describe as the biggest
man-made contributor to global
warming.

President Hu Jintao pledged in
November that by 2020 the Chi-
nese government would slow its
growth in greenhouse gases by
sharply improving energy effi-
ciency. Mr. Wen went to the Co-
penhagen climate meeting three
weeks later and opposed any in-
ternational monitoring of China’s
energy efficiency effort or bind-
ing limits on China’s overall ener-
gy consumption.

China’s current five-year plan,

from 2006 to 2010, already sets an
efficiency target that the country
may now be less likely to meet.

The plan calls for the energy
needed for each unit of economic
output to decline by 20 percent in
2010 compared to 2005.

For a while, China seemed to
be on track toward that goal. Ac-
cording to the ministry of indus-
try and information technology,
energy efficiency actually im-
proved by more than 14 percent
from 2005 to 2009.

But it deteriorated by 3.2 per-
cent in the first quarter, the min-
istry said on Thursday.

Mr. Wen said that this deterio-
ration would make it “particular-
ly difficult” for China to meet the
20 percent target.

Without big policy changes,
like raising fuel taxes, “they can’t
possibly make it,” said Julie Beat-
ty, principal energy economist at
Wood Mackenzie, a big energy
consulting firm based in Edin-
burgh, Scotland.

Mr. Hu promised last Novem-
ber that China would improve the
energy efficiency of its economy
by 40 to 45 percent by 2020. The
ministry statement on Thursday
did not mention whether Mr.
Hu’s promise might still be
achievable.

Complicating energy efficiency
calculations is the fact that Chi-
na’s National Bureau of Statistics
has begun a comprehensive revi-
sion of all of the country’s energy
statistics for the last 10 years, re-

stating them with more of the de-
tails commonly available in other
countries’ data. Western experts
also expect the revision to show
that China has been using even
more energy and releasing even
more greenhouse gases than pre-
viously thought.

Revising the data now runs the
risk that other countries will dis-
trust the results and demand
greater international monitoring
of any future pledges by China. If
the National Bureau of Statistics
revises up the 2005 data more
than recent data, for example,
then China might appear to have
met its target at the end of this
year for a 20 percent improve-
ment in energy efficiency.

China’s recent embrace of re-
newable energy has done little so
far to slow the rise in emissions
from the burning of fossil fuels.

Wind energy effectively dou-
bled in this year’s first quarter
compared with a year earlier, as
China has emerged as the world’s
largest manufacturer and install-
er of wind turbines. But wind still
accounts for just 2 percent of Chi-
na’s electricity capacity — and
only 1 percent of actual output,
because the wind does not blow
all the time.

Meanwhile, fuel-intensive
heavy industry output rose 22
percent in the first quarter in Chi-
na from a year earlier, while light
industry increased 14 percent.

Rajendra K. Pachauri, the

chairman of the Intergovernmen-
tal Panel on Climate Change, a
United Nations research unit,
said in an e-mail message that he
believed China was serious about
addressing its emissions.

“There is a growing realization
within Chinese society that major
reductions in greenhouse gas
emissions would be of overall
benefit to China,” he wrote after
learning of the latest Chinese en-
ergy statistics. “This is important
not only for global reasons, be-
cause China is now responsible
for the highest emissions of
greenhouse gases, but also be-
cause its per capita emissions are
increasing at a rapid rate.”

To some extent, China’s energy
consumption now might actually
help limit its global warming
emissions in the future.

China, for example, used 200
million tons of cement in building
rail lines last year, while the en-
tire American economy only used
93 million tons, said David Frid-
ley, a China energy specialist at
the Lawrence Berkeley National
Laboratory. Although production
of that cement raised energy use
and emissions of global warming
gases, it also expanded a rail sys-
tem that is among the most ener-
gy-efficient in the world.

China currently moves only 55
percent of its coal by rail, for ex-
ample, which is down from 80
percent a decade ago, as many
coal users have been forced by
inadequate rail capacity to haul
coal in trucks instead. The trucks
burn 10 or more times as much
fuel per mile to haul a ton of coal,
Mr. Fridley said.

But now, with new high-speed
passenger lines leaving more
room on older lines to haul coal
and other freight, the percent-
ages could begin shifting away
from energy-inefficient trucking,
he said.
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Workers install high-voltage lines. China’s target is to be 20 percent more energy efficient.

Despite China’s goals for new forms of clean energy, the 
country’s shift toward energy-intensive heavy industry 
has forced a greater-than-ever reliance on thermal 
power plants, virtually all of which burn coal. 
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Demand for Energy 
Blunts China’s Hope
To Reduce Emissions

The consumption of
fossil fuel is likely to
increase because of
rising car ownership.
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Increased energy demand has been spurred by a shift toward heavy industries like steel. 

the Toyota circumstances have
focused everyone’s attention on
what needs to change,” said Ami
Gadhia, the Washington policy
counsel for Consumers Union,
the parent of Consumer Reports
magazine.

Representative Henry A. Wax-
man, chairman of the House En-
ergy and Commerce Committee,
which held a subcommittee hear-
ing on Thursday, and Senator
John D. Rockefeller IV, who
heads the Senate Commerce
Committee, have prepared paral-
lel bills that are serving as the
general framework for the pro-
posals. More hearings are ex-
pected in both houses in the com-
ing weeks.

“Today’s cars are more and
more complex and the technol-
ogy is growing more sophisticat-
ed,” Mr. Rockefeller, a Democrat,
said in an e-mail message. “We
must make sure the safety and
oversight of these vehicles ad-
vances, too.”

Federal regulators, who have
come under fire for reacting too
slowly to Toyota’s problems, have

said they would welcome strong-
er standards allowing them to or-
der immediate recalls if consum-
ers are in danger. Currently, a
federally required recall is a
lengthy and cumbersome pro-
cess, meaning virtually all recalls
are voluntary actions by the car-
makers.

“We want to be an agency that
takes risks off the road as fast as
we can,” David L. Strickland, the
administrator of the National
Highway Traffic Safety Adminis-
tration, told the House subcom-
mittee on Thursday. Mr. Strick-
land said anything Congress
could do to make that possible “is
something we can wholeheart-
edly embrace.”

Industry representatives said
they could back a proposal call-
ing for cars to contain brake over-
ride systems that would allow a
driver to get the vehicle under
control, even if the throttle was
stuck open. Their trade group,
the Alliance of Automobile Manu-
facturers, also supports installing
event data recorders, nicknamed
black boxes, to log information
shortly before and after a crash.

In the past, carmakers have
worked to weaken broad safety
efforts, and even in this case,
trade group officials have raised
questions about whether so much
change is needed.

But in the end, automakers
may have little choice but to go
along with some of the Congres-
sional efforts, industry analysts
said, considering that the Treas-

ury provided $65 billion in financ-
ing to General Motors and Chrys-
ler, and Congress passed the
cash-for-clunkers legislation that
automakers sought last year to
help lift them out of a devastating
slump.

In addition, compliance with
some technical aspects may not
be too difficult. For example,
about 80 percent of new vehicles
sold in the United States already
have some form of an event data
recorder. And a number of com-
panies, including Toyota, install
brake override systems on at
least some of their vehicles. 

Clarence Ditlow, a longtime
safety advocate, said new legisla-
tion could help restore consumer
confidence in the automobile in-
dustry. Still, some in and out of
the industry fear that Congress
may be trying too much.

“It’s kind of like a shotgun ap-
proach here, hitting everything
that came up in the news in the
past six months,” said Dan Ed-
munds, the director of automo-
tive testing for Edmunds.com, a
Web site that offers car buying
advice.

Representative Steve Scalise, a
Republican of Louisiana, was
among several lawmakers on
Thursday who questioned the
idea of imposing safety fees on
automakers. 

“The goals of this draft are
good,” Mr. Scalise said of the
House legislation, “but I have
concerns about the steps it takes
to get there.”

David McCurdy, president of
the automakers’ alliance, cau-
tioned that lawmakers needed to
balance the proposals against the
needs of consumers and carmak-
ers. Others noted that federal
regulators already had the au-
thority to order rules concerning
auto safety measures and that
added enforcement provisions
might prove redundant. 

However, Allan Kam, a former
lawyer for the traffic safety agen-
cy who is now a consultant on
safety matters, said the propos-
als could put the agency in a bet-
ter negotiating position.

“The industry has a way of
bargaining the agency down”
when it comes to recalls, Mr.
Kam said. That practice was il-
lustrated by documents from
Toyota, which showed that the
carmaker saved $100 million in
2007 by persuading the agency to
accept a less extensive recall.

He said a sweeping Congres-
sional measure would reinforce
the need to act more quickly in
situations like the Toyota recalls.
One proposal to speed things
along would require foreign auto-
makers to have a senior execu-
tive in the United States empow-
ered to make decisions. Another
would allow the traffic safety
agency to impose much larger
fines on companies that drag
their feet.

“Realistically, you only get
Congress’s attention every so
often,” Mr. Kam said.

Although Congress has passed
safety measures in recent years,
the current proposals are the
first sweeping approach since the
Tread Act, for Transportation Re-
call Enhancement, Accountabil-
ity and Documentation, which
was passed in 2000. It required
auto companies and equipment
makers to report more regularly

to the agency and allowed the
transportation secretary to order
that recalls or replacements be
accelerated. The act, which in-
cluded 15 rule-making orders,
also required measures involving
tire safety and child safety re-
straints. 

The current effort got its start
in Congressional hearings this
winter on the Toyota recalls. The
sessions revealed conflicts inside
the company, as well as disputes
with the traffic safety agency,
where officials spent months
pushing the automaker to act.
Toyota’s chief executive, Akio
Toyoda, apologized repeatedly
for the company’s slow response,
while Toyota’s American officials
disclosed that the final say over
safety steps lay only with execu-
tives in Japan.

The main safety features in the
new proposals — the brake over-
ride systems and the black boxes
— stem directly from the Toyota
situation. Toyota offers the sys-
tems on some of its vehicles and
announced plans this week to
speed up their installation on
new vehicles and to retrofit vehi-
cles when feasible.

The black boxes on its cars are
different from those on other
automobiles and can be read only
by special equipment. Before the
recalls, Mr. Strickland said, the
agency did not have the ability to
read Toyota’s data recorders. The
company has since made dozens
of recorders available.

In Washington, a Renewed Appetite for Strong Regulation of Automobile Safety
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Representative Henry Wax-
man, chairman of the House
Energy and Commerce Com-
mittee, spoke on Thursday at
a subcommittee hearing on a
bill he drafted to improve safe-
ty standards. 
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International Energy Agency in
Paris.

China has been the world’s
largest emitter of greenhouse
gases each year since 2006, lead-
ing the United States by an ever-
widening margin. A failure by
China to meet its own energy effi-
ciency targets would be a big set-
back for international efforts to
limit such emissions.

Such a failure would also be a
potential diplomatic embarrass-
ment for the Chinese govern-
ment, which promised the world
just before the Copenhagen cli-
mate summit meeting in Decem-
ber that it would improve energy
efficiency. 

The issue has major economic
implications for China and for
global energy markets. The na-
tion’s ravenous appetite for fossil
fuels is driven by China’s shifting
economic base — away from light
export industries like garment
and shoe production and toward
energy-intensive heavy indus-
tries like steel and cement manu-
facturing for cars and construc-
tion for the domestic market. 

Almost all urban households in
China now have a washing ma-
chine, a refrigerator and an air-
conditioner, according to govern-
ment statistics. Rural ownership
of appliances is now soaring as
well because of new government
subsidies for their purchase since
late 2008. 

Car ownership is rising rapidly
in the cities, while bicycle owner-
ship is actually falling in rural
areas as more families buy
motorcycles and light trucks.

General Motors announced on
Thursday that its sales in China
rose 41 percent in April from a
year earlier, virtually all of the

vehicles made in China because
of high import taxes.

Zhou Xi’an, a National Energy
Administration official, said in a
statement last month that fossil
fuel consumption was likely to in-
crease further in the second
quarter of this year because of
rising car ownership, diesel use
in the increasingly mechanized
agricultural sector and extra jet
fuel consumption for travelers to
the Shanghai Expo.

The shift in the composition of
China’s economic output is over-
whelming the effects of China’s
rapid expansion of renewable en-
ergy and its existing energy con-
servation program, energy ex-
perts said.

The increase in energy con-
sumption in the first quarter was
twice as fast as economic growth
of about 12 percent during that
period, a sign that rising energy
consumption is not just the result
of a rebounding economy but also
of changes in the mix of industri-
al activity. The shift in activity is
partly because of China’s eco-
nomic stimulus program, which
has resulted in a surge in public
works construction that requires
a lot of steel and cement. 

Burning fossil fuels releases
carbon dioxide, which many sci-
entists describe as the biggest
man-made contributor to global
warming.

President Hu Jintao pledged in
November that by 2020 the Chi-
nese government would slow its
growth in greenhouse gases by
sharply improving energy effi-
ciency. Mr. Wen went to the Co-
penhagen climate meeting three
weeks later and opposed any in-
ternational monitoring of China’s
energy efficiency effort or bind-
ing limits on China’s overall ener-
gy consumption.

China’s current five-year plan,

from 2006 to 2010, already sets an
efficiency target that the country
may now be less likely to meet.

The plan calls for the energy
needed for each unit of economic
output to decline by 20 percent in
2010 compared to 2005.

For a while, China seemed to
be on track toward that goal. Ac-
cording to the ministry of indus-
try and information technology,
energy efficiency actually im-
proved by more than 14 percent
from 2005 to 2009.

But it deteriorated by 3.2 per-
cent in the first quarter, the min-
istry said on Thursday.

Mr. Wen said that this deterio-
ration would make it “particular-
ly difficult” for China to meet the
20 percent target.

Without big policy changes,
like raising fuel taxes, “they can’t
possibly make it,” said Julie Beat-
ty, principal energy economist at
Wood Mackenzie, a big energy
consulting firm based in Edin-
burgh, Scotland.

Mr. Hu promised last Novem-
ber that China would improve the
energy efficiency of its economy
by 40 to 45 percent by 2020. The
ministry statement on Thursday
did not mention whether Mr.
Hu’s promise might still be
achievable.

Complicating energy efficiency
calculations is the fact that Chi-
na’s National Bureau of Statistics
has begun a comprehensive revi-
sion of all of the country’s energy
statistics for the last 10 years, re-

stating them with more of the de-
tails commonly available in other
countries’ data. Western experts
also expect the revision to show
that China has been using even
more energy and releasing even
more greenhouse gases than pre-
viously thought.

Revising the data now runs the
risk that other countries will dis-
trust the results and demand
greater international monitoring
of any future pledges by China. If
the National Bureau of Statistics
revises up the 2005 data more
than recent data, for example,
then China might appear to have
met its target at the end of this
year for a 20 percent improve-
ment in energy efficiency.

China’s recent embrace of re-
newable energy has done little so
far to slow the rise in emissions
from the burning of fossil fuels.

Wind energy effectively dou-
bled in this year’s first quarter
compared with a year earlier, as
China has emerged as the world’s
largest manufacturer and install-
er of wind turbines. But wind still
accounts for just 2 percent of Chi-
na’s electricity capacity — and
only 1 percent of actual output,
because the wind does not blow
all the time.

Meanwhile, fuel-intensive
heavy industry output rose 22
percent in the first quarter in Chi-
na from a year earlier, while light
industry increased 14 percent.

Rajendra K. Pachauri, the

chairman of the Intergovernmen-
tal Panel on Climate Change, a
United Nations research unit,
said in an e-mail message that he
believed China was serious about
addressing its emissions.

“There is a growing realization
within Chinese society that major
reductions in greenhouse gas
emissions would be of overall
benefit to China,” he wrote after
learning of the latest Chinese en-
ergy statistics. “This is important
not only for global reasons, be-
cause China is now responsible
for the highest emissions of
greenhouse gases, but also be-
cause its per capita emissions are
increasing at a rapid rate.”

To some extent, China’s energy
consumption now might actually
help limit its global warming
emissions in the future.

China, for example, used 200
million tons of cement in building
rail lines last year, while the en-
tire American economy only used
93 million tons, said David Frid-
ley, a China energy specialist at
the Lawrence Berkeley National
Laboratory. Although production
of that cement raised energy use
and emissions of global warming
gases, it also expanded a rail sys-
tem that is among the most ener-
gy-efficient in the world.

China currently moves only 55
percent of its coal by rail, for ex-
ample, which is down from 80
percent a decade ago, as many
coal users have been forced by
inadequate rail capacity to haul
coal in trucks instead. The trucks
burn 10 or more times as much
fuel per mile to haul a ton of coal,
Mr. Fridley said.

But now, with new high-speed
passenger lines leaving more
room on older lines to haul coal
and other freight, the percent-
ages could begin shifting away
from energy-inefficient trucking,
he said.
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Workers install high-voltage lines. China’s target is to be 20 percent more energy efficient.

Despite China’s goals for new forms of clean energy, the 
country’s shift toward energy-intensive heavy industry 
has forced a greater-than-ever reliance on thermal 
power plants, virtually all of which burn coal. 
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Increased energy demand has been spurred by a shift toward heavy industries like steel. 

the Toyota circumstances have
focused everyone’s attention on
what needs to change,” said Ami
Gadhia, the Washington policy
counsel for Consumers Union,
the parent of Consumer Reports
magazine.

Representative Henry A. Wax-
man, chairman of the House En-
ergy and Commerce Committee,
which held a subcommittee hear-
ing on Thursday, and Senator
John D. Rockefeller IV, who
heads the Senate Commerce
Committee, have prepared paral-
lel bills that are serving as the
general framework for the pro-
posals. More hearings are ex-
pected in both houses in the com-
ing weeks.

“Today’s cars are more and
more complex and the technol-
ogy is growing more sophisticat-
ed,” Mr. Rockefeller, a Democrat,
said in an e-mail message. “We
must make sure the safety and
oversight of these vehicles ad-
vances, too.”

Federal regulators, who have
come under fire for reacting too
slowly to Toyota’s problems, have

said they would welcome strong-
er standards allowing them to or-
der immediate recalls if consum-
ers are in danger. Currently, a
federally required recall is a
lengthy and cumbersome pro-
cess, meaning virtually all recalls
are voluntary actions by the car-
makers.

“We want to be an agency that
takes risks off the road as fast as
we can,” David L. Strickland, the
administrator of the National
Highway Traffic Safety Adminis-
tration, told the House subcom-
mittee on Thursday. Mr. Strick-
land said anything Congress
could do to make that possible “is
something we can wholeheart-
edly embrace.”

Industry representatives said
they could back a proposal call-
ing for cars to contain brake over-
ride systems that would allow a
driver to get the vehicle under
control, even if the throttle was
stuck open. Their trade group,
the Alliance of Automobile Manu-
facturers, also supports installing
event data recorders, nicknamed
black boxes, to log information
shortly before and after a crash.

In the past, carmakers have
worked to weaken broad safety
efforts, and even in this case,
trade group officials have raised
questions about whether so much
change is needed.

But in the end, automakers
may have little choice but to go
along with some of the Congres-
sional efforts, industry analysts
said, considering that the Treas-

ury provided $65 billion in financ-
ing to General Motors and Chrys-
ler, and Congress passed the
cash-for-clunkers legislation that
automakers sought last year to
help lift them out of a devastating
slump.

In addition, compliance with
some technical aspects may not
be too difficult. For example,
about 80 percent of new vehicles
sold in the United States already
have some form of an event data
recorder. And a number of com-
panies, including Toyota, install
brake override systems on at
least some of their vehicles. 

Clarence Ditlow, a longtime
safety advocate, said new legisla-
tion could help restore consumer
confidence in the automobile in-
dustry. Still, some in and out of
the industry fear that Congress
may be trying too much.

“It’s kind of like a shotgun ap-
proach here, hitting everything
that came up in the news in the
past six months,” said Dan Ed-
munds, the director of automo-
tive testing for Edmunds.com, a
Web site that offers car buying
advice.

Representative Steve Scalise, a
Republican of Louisiana, was
among several lawmakers on
Thursday who questioned the
idea of imposing safety fees on
automakers. 

“The goals of this draft are
good,” Mr. Scalise said of the
House legislation, “but I have
concerns about the steps it takes
to get there.”

David McCurdy, president of
the automakers’ alliance, cau-
tioned that lawmakers needed to
balance the proposals against the
needs of consumers and carmak-
ers. Others noted that federal
regulators already had the au-
thority to order rules concerning
auto safety measures and that
added enforcement provisions
might prove redundant. 

However, Allan Kam, a former
lawyer for the traffic safety agen-
cy who is now a consultant on
safety matters, said the propos-
als could put the agency in a bet-
ter negotiating position.

“The industry has a way of
bargaining the agency down”
when it comes to recalls, Mr.
Kam said. That practice was il-
lustrated by documents from
Toyota, which showed that the
carmaker saved $100 million in
2007 by persuading the agency to
accept a less extensive recall.

He said a sweeping Congres-
sional measure would reinforce
the need to act more quickly in
situations like the Toyota recalls.
One proposal to speed things
along would require foreign auto-
makers to have a senior execu-
tive in the United States empow-
ered to make decisions. Another
would allow the traffic safety
agency to impose much larger
fines on companies that drag
their feet.

“Realistically, you only get
Congress’s attention every so
often,” Mr. Kam said.

Although Congress has passed
safety measures in recent years,
the current proposals are the
first sweeping approach since the
Tread Act, for Transportation Re-
call Enhancement, Accountabil-
ity and Documentation, which
was passed in 2000. It required
auto companies and equipment
makers to report more regularly

to the agency and allowed the
transportation secretary to order
that recalls or replacements be
accelerated. The act, which in-
cluded 15 rule-making orders,
also required measures involving
tire safety and child safety re-
straints. 

The current effort got its start
in Congressional hearings this
winter on the Toyota recalls. The
sessions revealed conflicts inside
the company, as well as disputes
with the traffic safety agency,
where officials spent months
pushing the automaker to act.
Toyota’s chief executive, Akio
Toyoda, apologized repeatedly
for the company’s slow response,
while Toyota’s American officials
disclosed that the final say over
safety steps lay only with execu-
tives in Japan.

The main safety features in the
new proposals — the brake over-
ride systems and the black boxes
— stem directly from the Toyota
situation. Toyota offers the sys-
tems on some of its vehicles and
announced plans this week to
speed up their installation on
new vehicles and to retrofit vehi-
cles when feasible.

The black boxes on its cars are
different from those on other
automobiles and can be read only
by special equipment. Before the
recalls, Mr. Strickland said, the
agency did not have the ability to
read Toyota’s data recorders. The
company has since made dozens
of recorders available.

In Washington, a Renewed Appetite for Strong Regulation of Automobile Safety
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Representative Henry Wax-
man, chairman of the House
Energy and Commerce Com-
mittee, spoke on Thursday at
a subcommittee hearing on a
bill he drafted to improve safe-
ty standards. 
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The quick demise
of its smartphone,
the Kin, highlights
Microsoft’s strug-
gle to produce cool
products for young
buyers with gadget
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At Microsoft,
Failing at Hip 

By PATRICIA LEIGH BROWN

LANGDON, N. D. — Every Fri-
day through Monday night, from
her perch behind the Skittles and
the M&M’s, Amy Freier awaits
the faithful at the historic Roxy
Theater. There is Dale Klein, the
school bus driver (large Diet
Pepsi with a refill). And there is
Jeannette Schefter, the social
worker (large plain popcorn, me-
dium Diet). 

“You know who comes,” said
Ms. Freier, one of 200 volunteers
in this town of roughly 2,000 who
are keeping the Roxy’s neon
glowing. “They’re part of the
theater.”

In an age of streaming videos

and DVDs, the small town Main
Street movie theater is thriving
in North Dakota, the result of a
grass-roots movement to keep
storefront movie houses, with
their jewel-like marquees and fa-
cades of careworn utility, at the
center of community life.

From Crosby (population
1,000), near the Saskatchewan
border, to Mayville, in the Red
River Valley, tickets are about $5,
the buttered popcorn $1.25 and
the companionship free.

“If we were in Los Angeles or
Phoenix, the only reason to go to
a movie would be to see it,” said 

At Plains’ Small-Town Roxys,
Volunteers Ride to the Rescue

Continued on Page A9
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Volunteers have been helping make small theaters like the Roxy centers of their communities.

By KEITH BRADSHER

GUANGZHOU, China — Pre-
mier Wen Jiabao has promised to
use an “iron hand” this summer
to make his nation more energy
efficient. The central government
has ordered cities to close ineffi-
cient factories by September, like
the vast Guangzhou Steel mill
here, where most of the 6,000
workers will be laid off or pushed
into early retirement.

Already, in the last three years,
China has shut down more than a
thousand older coal-fired power
plants that used technology of
the sort still common in the Unit-
ed States. China has also sur-
passed the rest of the world as
the biggest investor in wind tur-
bines and other clean energy
technology. And it has dictated
tough new energy standards for
lighting and gas mileage for cars. 

But even as Beijing imposes
the world’s most rigorous nation-
al energy campaign, the effort is
being overwhelmed by the bil-
lionfold demands of Chinese con-
sumers. 

Chinese and Western energy
experts worry that China’s ener-
gy challenge could become the
world’s problem — possibly
dooming any international efforts
to place meaningful limits on glo-
bal warming. 

If China cannot meet its own
energy-efficiency targets, the
chances of avoiding widespread
environmental damage from ris-
ing temperatures “are very close

to zero,” said Fatih Birol, the chief
economist of the International
Energy Agency in Paris. 

Aspiring to a more Western
standard of living, in many cases
with the government’s encour-
agement, China’s population, 1.3
billion strong, is clamoring for
more and bigger cars, for elec-
tricity-dependent home appli-

China Fears Warming Effects 
Of a Rising Consumer Class

Continued on Page B5

By JANE PERLEZ
and ERIC SCHMITT

RAZMAK, Pakistan — On an
operating table at a makeshift
trauma center at this military
base in North Waziristan, a Paki-
stani soldier lay anesthetized,
blood-soaked bandages applied
in the field just an hour earlier a
testament to a near-fatal wound.

The bullet through his neck
from a Taliban militant had nar-
rowly missed an artery, and after
some minor surgery, the army
medics declared the patient, Se-

poy Aziz, out of danger.
In an offensive nearly two

years old, the Pakistani Army has
been fighting Taliban militants in
the nation’s tribal areas and be-
yond, and like the United States
across the border in Afghanistan,
it is finding counterinsurgency
warfare tougher, and more costly,
than anticipated.

Months after declaring victory
on several important fronts, in-
cluding in South Waziristan and
the Swat Valley, the army has
been forced to reopen campaigns
after militants seeped back in.

True victory remains elusive. Sol-
diers like Sepoy Aziz — a sepoy is
the rough equivalent of a private
— are killed and wounded almost
daily. 

Much like the challenge facing
American and NATO forces in Af-
ghanistan, an absence of Paki-
stani civilian authority has made
it nearly impossible to consoli-
date military gains. While elim-
inating some Pakistani Taliban
insurgents, the long campaign
has dispersed many other fight-
ers, forcing the Pakistani Army in

Pakistan Army Finds Taliban Tough to Root Out

Continued on Page A6

By ERIC LIPTON 
and RON NIXON

TOLEDO, Ohio — Just one day
after leaders of the House of Rep-
resentatives announced a ban on
earmarks to profit-making com-
panies, Victoria Kurtz, the vice
president for marketing of a
small Ohio defense contracting
firm, hit on a creative way
around it.

To keep the taxpayer money
flowing, Ms. Kurtz incorporated
what she called the Great Lakes
Research Center, a nonprofit or-
ganization that just happened to
specialize in the same kind of
work performed by her own com-
pany — and at the same address.

Now, the center — which in-
tends to sell the Pentagon small
hollow metal spheres for body ar-
mor that the Defense Depart-
ment has so far declined to buy in
large quantities and may never
use — has $10.4 million in new
earmark requests from Repre-
sentative Marcy Kaptur, Demo-
crat of Ohio. 

The congresswoman, who has
received tens of thousands of dol-
lars in campaign contributions
from Ms. Kurtz’s family and her
business’s lobbyists, thought the
quickly hatched nonprofit organ-
ization was a convenient solution.

“They met the requirements of
the reform,” Ms. Kaptur said in
an interview. “Yes, they did.”

The proposed earmarks are
among dozens — totaling more
than $150 million — from around
the country that would indirectly
benefit profit-making companies,
according to an examination by
The New York Times of House
appropriation requests sub-
mitted after the new rule was im-
posed in March.

Adopted because of repeated
scandals over wasteful spending
— the bridges to nowhere and ex-
pensive pet projects like a water-
taxi service — the ban was in-
tended to help eliminate earmark
abuses. Critics say spending on
earmarks, which added $16 bil-
lion to the federal budget last
year, diverts money from higher
priorities, typically does not re-
quire competitive bids and is
often directed to experimental re-
search that will never be used. 

But given the appeal of free
government money, the fees that
lobbyists can earn by helping
businesses grab a handful of it
and the persistence of lawmakers
in trying to satisfy constituents
or donors, the pay-to-play culture
in Washington has once again 
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By STEPHANIE CLIFFORD

Tired of waiting for spending to
rebound on its own, retailers are
taking matters into their own
hands. Stores like Sam’s Club,
Target, Toys “R” Us, Staples and
Office Depot are offering uncon-
ventional promotions meant not
only to attract visitors to stores,
but also to get them feeling profli-
gate. 

Sam’s Club is introducing a
program in which it facilitates
loans for shoppers of up to
$25,000, backed by the Small
Business Administration. Target
will give its credit card holders 5
percent discounts. Toys “R” Us is
instituting a holiday fund pro-
gram where it adds to shoppers’
savings, and Staples and Office
Depot are giving away office
products for a penny or at no
cost.

“A lot of the government pro-
grams have come to an end,” said
David Bassuk, a managing di-
rector in the global retail practice
at AlixPartners, a financial con-
sultancy. “So retailers are taking
it upon themselves to do every-
thing they can to get the consum-
er to spend, even opening up
their own wallets to give money
back to the consumer.” 

Persistent unemployment na-
tionwide is threatening to inhibit
consumer spending. The latest
figures from the government on
Friday underscored the depth of
the problem, with the economy
adding only 83,000 private sector
jobs.

There was no relief in sight
from Washington, either. Con-
gress left on recess Friday hav-
ing failed to pass legislation that
would have extended unemploy-
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STIMULUS PLANS
TO REVIVE SALES

TAKING OWN BOLD STEPS

At Sam’s Club, Help for
Businesses Seeking a

Small Loan 
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By AMY HARMON

Nothing Eileen Oldaker tried could
calm her mother when she called from the
nursing home, disoriented and distressed
in what was likely the early stages of de-
mentia. So Ms. Oldaker hung up, dialed

the nurses’ station
and begged them to
get Paro. 

Paro is a robot
modeled after a baby
harp seal. It trills and
paddles when petted,
blinks when the lights
go up, opens its eyes
at loud noises and
yelps when handled
roughly or held up-
side down. Two micro-
processors under its
artificial white fur ad-
just its behavior
based on information

stroking Paro’s antiseptic coat in a motion
that elicited a wriggle of apparent delight.
“He can stay the night with me.”

After years of effort to coax empathy
from circuitry, devices designed to soothe,
support and keep us company are ventur-
ing out of the laboratory. Paro, its name
derived from the first sounds of the words
“personal robot,” is one of a handful that
take forms that are often odd, still prim-
itive and yet, for at least some early users,
strangely compelling. 

For recovering addicts, doctors at the
University of Massachusetts are testing a
wearable sensor designed to discern drug
cravings and send text messages with just
the right blend of tough love. 

For those with a hankering for a
custom-built companion and $125,000 to
spend, a talking robotic head can be mod-
eled on the personality of your choice. It
will smile at its own jokes and recognize 

from dozens of hidden sensors that mon-
itor sound, light, temperature and touch.
It perks up at the sound of its name, praise
and, over time, the words it hears fre-
quently. 

“Oh, there’s my baby,” Ms. Oldaker’s
mother, Millie Lesek, exclaimed that night
last winter when a staff member delivered
the seal to her. “Here, Paro, come to me.”

“Meeaakk,” it replied, blinking up at her
through long lashes.

Janet Walters, the staff member at Vin-
centian Home in Pittsburgh who recalled
the incident, said she asked Mrs. Lesek if
she would watch Paro for a little while. 

“I need someone to baby-sit,” she told
her.

“Don’t rush,” Mrs. Lesek instructed,

PHOTOGRAPHS BY STEPHEN CROWLEY/THE NEW YORK TIMES

Styled after a baby seal, a robot that blinks and coos when petted is often therapeutic for patients with dementia.
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By PATRICIA LEIGH BROWN

LANGDON, N. D. — Every Fri-
day through Monday night, from
her perch behind the Skittles and
the M&M’s, Amy Freier awaits
the faithful at the historic Roxy
Theater. There is Dale Klein, the
school bus driver (large Diet
Pepsi with a refill). And there is
Jeannette Schefter, the social
worker (large plain popcorn, me-
dium Diet). 

“You know who comes,” said
Ms. Freier, one of 200 volunteers
in this town of roughly 2,000 who
are keeping the Roxy’s neon
glowing. “They’re part of the
theater.”

In an age of streaming videos

and DVDs, the small town Main
Street movie theater is thriving
in North Dakota, the result of a
grass-roots movement to keep
storefront movie houses, with
their jewel-like marquees and fa-
cades of careworn utility, at the
center of community life.

From Crosby (population
1,000), near the Saskatchewan
border, to Mayville, in the Red
River Valley, tickets are about $5,
the buttered popcorn $1.25 and
the companionship free.

“If we were in Los Angeles or
Phoenix, the only reason to go to
a movie would be to see it,” said 

At Plains’ Small-Town Roxys,
Volunteers Ride to the Rescue
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Volunteers have been helping make small theaters like the Roxy centers of their communities.

By KEITH BRADSHER

GUANGZHOU, China — Pre-
mier Wen Jiabao has promised to
use an “iron hand” this summer
to make his nation more energy
efficient. The central government
has ordered cities to close ineffi-
cient factories by September, like
the vast Guangzhou Steel mill
here, where most of the 6,000
workers will be laid off or pushed
into early retirement.

Already, in the last three years,
China has shut down more than a
thousand older coal-fired power
plants that used technology of
the sort still common in the Unit-
ed States. China has also sur-
passed the rest of the world as
the biggest investor in wind tur-
bines and other clean energy
technology. And it has dictated
tough new energy standards for
lighting and gas mileage for cars. 

But even as Beijing imposes
the world’s most rigorous nation-
al energy campaign, the effort is
being overwhelmed by the bil-
lionfold demands of Chinese con-
sumers. 

Chinese and Western energy
experts worry that China’s ener-
gy challenge could become the
world’s problem — possibly
dooming any international efforts
to place meaningful limits on glo-
bal warming. 

If China cannot meet its own
energy-efficiency targets, the
chances of avoiding widespread
environmental damage from ris-
ing temperatures “are very close

to zero,” said Fatih Birol, the chief
economist of the International
Energy Agency in Paris. 

Aspiring to a more Western
standard of living, in many cases
with the government’s encour-
agement, China’s population, 1.3
billion strong, is clamoring for
more and bigger cars, for elec-
tricity-dependent home appli-

China Fears Warming Effects 
Of a Rising Consumer Class

Continued on Page B5

By JANE PERLEZ
and ERIC SCHMITT

RAZMAK, Pakistan — On an
operating table at a makeshift
trauma center at this military
base in North Waziristan, a Paki-
stani soldier lay anesthetized,
blood-soaked bandages applied
in the field just an hour earlier a
testament to a near-fatal wound.

The bullet through his neck
from a Taliban militant had nar-
rowly missed an artery, and after
some minor surgery, the army
medics declared the patient, Se-

poy Aziz, out of danger.
In an offensive nearly two

years old, the Pakistani Army has
been fighting Taliban militants in
the nation’s tribal areas and be-
yond, and like the United States
across the border in Afghanistan,
it is finding counterinsurgency
warfare tougher, and more costly,
than anticipated.

Months after declaring victory
on several important fronts, in-
cluding in South Waziristan and
the Swat Valley, the army has
been forced to reopen campaigns
after militants seeped back in.

True victory remains elusive. Sol-
diers like Sepoy Aziz — a sepoy is
the rough equivalent of a private
— are killed and wounded almost
daily. 

Much like the challenge facing
American and NATO forces in Af-
ghanistan, an absence of Paki-
stani civilian authority has made
it nearly impossible to consoli-
date military gains. While elim-
inating some Pakistani Taliban
insurgents, the long campaign
has dispersed many other fight-
ers, forcing the Pakistani Army in

Pakistan Army Finds Taliban Tough to Root Out

Continued on Page A6

By ERIC LIPTON 
and RON NIXON

TOLEDO, Ohio — Just one day
after leaders of the House of Rep-
resentatives announced a ban on
earmarks to profit-making com-
panies, Victoria Kurtz, the vice
president for marketing of a
small Ohio defense contracting
firm, hit on a creative way
around it.

To keep the taxpayer money
flowing, Ms. Kurtz incorporated
what she called the Great Lakes
Research Center, a nonprofit or-
ganization that just happened to
specialize in the same kind of
work performed by her own com-
pany — and at the same address.

Now, the center — which in-
tends to sell the Pentagon small
hollow metal spheres for body ar-
mor that the Defense Depart-
ment has so far declined to buy in
large quantities and may never
use — has $10.4 million in new
earmark requests from Repre-
sentative Marcy Kaptur, Demo-
crat of Ohio. 

The congresswoman, who has
received tens of thousands of dol-
lars in campaign contributions
from Ms. Kurtz’s family and her
business’s lobbyists, thought the
quickly hatched nonprofit organ-
ization was a convenient solution.

“They met the requirements of
the reform,” Ms. Kaptur said in
an interview. “Yes, they did.”

The proposed earmarks are
among dozens — totaling more
than $150 million — from around
the country that would indirectly
benefit profit-making companies,
according to an examination by
The New York Times of House
appropriation requests sub-
mitted after the new rule was im-
posed in March.

Adopted because of repeated
scandals over wasteful spending
— the bridges to nowhere and ex-
pensive pet projects like a water-
taxi service — the ban was in-
tended to help eliminate earmark
abuses. Critics say spending on
earmarks, which added $16 bil-
lion to the federal budget last
year, diverts money from higher
priorities, typically does not re-
quire competitive bids and is
often directed to experimental re-
search that will never be used. 

But given the appeal of free
government money, the fees that
lobbyists can earn by helping
businesses grab a handful of it
and the persistence of lawmakers
in trying to satisfy constituents
or donors, the pay-to-play culture
in Washington has once again 
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By STEPHANIE CLIFFORD

Tired of waiting for spending to
rebound on its own, retailers are
taking matters into their own
hands. Stores like Sam’s Club,
Target, Toys “R” Us, Staples and
Office Depot are offering uncon-
ventional promotions meant not
only to attract visitors to stores,
but also to get them feeling profli-
gate. 

Sam’s Club is introducing a
program in which it facilitates
loans for shoppers of up to
$25,000, backed by the Small
Business Administration. Target
will give its credit card holders 5
percent discounts. Toys “R” Us is
instituting a holiday fund pro-
gram where it adds to shoppers’
savings, and Staples and Office
Depot are giving away office
products for a penny or at no
cost.

“A lot of the government pro-
grams have come to an end,” said
David Bassuk, a managing di-
rector in the global retail practice
at AlixPartners, a financial con-
sultancy. “So retailers are taking
it upon themselves to do every-
thing they can to get the consum-
er to spend, even opening up
their own wallets to give money
back to the consumer.” 

Persistent unemployment na-
tionwide is threatening to inhibit
consumer spending. The latest
figures from the government on
Friday underscored the depth of
the problem, with the economy
adding only 83,000 private sector
jobs.

There was no relief in sight
from Washington, either. Con-
gress left on recess Friday hav-
ing failed to pass legislation that
would have extended unemploy-

RETAILERS DEVISE
STIMULUS PLANS
TO REVIVE SALES
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At Sam’s Club, Help for
Businesses Seeking a
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By AMY HARMON

Nothing Eileen Oldaker tried could
calm her mother when she called from the
nursing home, disoriented and distressed
in what was likely the early stages of de-
mentia. So Ms. Oldaker hung up, dialed

the nurses’ station
and begged them to
get Paro. 

Paro is a robot
modeled after a baby
harp seal. It trills and
paddles when petted,
blinks when the lights
go up, opens its eyes
at loud noises and
yelps when handled
roughly or held up-
side down. Two micro-
processors under its
artificial white fur ad-
just its behavior
based on information

stroking Paro’s antiseptic coat in a motion
that elicited a wriggle of apparent delight.
“He can stay the night with me.”

After years of effort to coax empathy
from circuitry, devices designed to soothe,
support and keep us company are ventur-
ing out of the laboratory. Paro, its name
derived from the first sounds of the words
“personal robot,” is one of a handful that
take forms that are often odd, still prim-
itive and yet, for at least some early users,
strangely compelling. 

For recovering addicts, doctors at the
University of Massachusetts are testing a
wearable sensor designed to discern drug
cravings and send text messages with just
the right blend of tough love. 

For those with a hankering for a
custom-built companion and $125,000 to
spend, a talking robotic head can be mod-
eled on the personality of your choice. It
will smile at its own jokes and recognize 

from dozens of hidden sensors that mon-
itor sound, light, temperature and touch.
It perks up at the sound of its name, praise
and, over time, the words it hears fre-
quently. 

“Oh, there’s my baby,” Ms. Oldaker’s
mother, Millie Lesek, exclaimed that night
last winter when a staff member delivered
the seal to her. “Here, Paro, come to me.”

“Meeaakk,” it replied, blinking up at her
through long lashes.

Janet Walters, the staff member at Vin-
centian Home in Pittsburgh who recalled
the incident, said she asked Mrs. Lesek if
she would watch Paro for a little while. 

“I need someone to baby-sit,” she told
her.

“Don’t rush,” Mrs. Lesek instructed,

PHOTOGRAPHS BY STEPHEN CROWLEY/THE NEW YORK TIMES

Styled after a baby seal, a robot that blinks and coos when petted is often therapeutic for patients with dementia.
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By KEITH BRADSHER

GUANGZHOU, China —
Workers at the vast Guang-
zhou Steel mill here poured
molten metal for the Great
Leap Forward in the late
1950s, fought street battles
during the Cultural Revolu-
tion a decade later and made
many of the steel reinforcing
bars used to build China’s ex-
port factories over the next 30
years. But as part of a na-
tional energy-efficiency man-
date, the historic mill is to be
closed, starting in stages later
this year. 

Government agencies in
Guangdong Province, where
Guangzhou is the capital, por-
tray it as a tough but neces-
sary measure intended to not
only improve energy efficien-
cy but also to reduce toxic air
pollution from the mill.

“Our province is forthright-
ly in step with the national
aim to get rid of outdated pro-
duction capacity,” said a re-
cent statement to announce
the shuttering of the mill.

But closing Guangzhou’s fa-
mous mill may yield only
modest benefits. And it is not
necessarily a triumph of polit-
ical will. Because of heavy in-
vestments in recent years to
upgrade the current mill, it
could meet the national target
of a five-year 20 percent effi-
ciency improvement by the
end of this year, said Yang
Yao Xing, the mill’s general
secretary. 

Moreover, Guangzhou Steel
is building a new mill with al-
most the same capacity in an-
other city to replace the one
here, Mr. Yang said. But it will
use scarcely less energy than
the old one.

That is because the new
mill will do more processing
than the current mill, pro-
ducing top-quality steel suit-
able for cars and appliances
instead of the rough steel bars
now made to reinforce con-
crete. China’s evolving con-
sumer economy demands
more high-quality steel, but
producing it requires extra
steps that require additional
energy.

Elsewhere, provincial and
municipal governments, par-
ticularly small towns with few

other employers, have been
reluctant to close big, state-
owned industrial enterprises
like the one here. Plans last
year to privatize and shrink
two such mills farther north
were postponed after angry
workers beat to death an ex-
ecutive overseeing the sale of
one of them and, at the other
mill, imprisoned an executive
in his office.

But there has been little re-
sistance to closing the mill
here. It will be demolished
partly to reduce pollution and
partly because the city of
Guangzhou has expanded
around it — greatly raising
the value of the riverfront
land under the factory’s tree-

lined lanes, ball fields and
schools for workers and end-
less warehouses and convey-
or belts. 

Mr. Yang said that workers
who lost their jobs would re-
ceive a month’s pay for each
year of service, plus some un-
employment benefits. 

At a diner up the street
from the factory, where a
heaping plate of rice and roast
duck still costs less than $1
and the walls are encrusted
with thick, brown grease, fac-
tory workers voiced remark-
ably few complaints about the
mill’s closing. Workers said
they expected to receive
promised severance because
the factory’s land is so valu-
able and its closing has been
widely announced in state-
run media.

Closing an Old Polluter 
May Not Ease Emissions

A replacement mill will use
more energy to make a
higher-quality steel. 
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By ERIC PFANNER

At an outdoor theater in Berlin
that has played host to U2,
R.E.M. and the Rolling Stones,
Sony Music Entertainment plans
to stage a different kind of show
next month.

Before an expected sellout
crowd of 22,000, three men,
dressed in red, white and blue
jumpsuits, will bound onto the
stage. But instead of belting out a
rock anthem, they will take turns
reading from a children’s detec-
tive novel in the “Three Investi-
gators” mystery series.

The books have a cult following
in Germany, and smaller shows
in other German cities, feeding
on Generation X nostalgia for the
series, sold more than 100,000

tickets last autumn. 
That provides welcome reve-

nue for Sony Music, which, like
other music companies, is scram-
bling to make up for falling com-
pact disc sales. As it does so, it is
broadening the definition of a
record company, embracing busi-
nesses that sometimes have only
a tenuous connection to music.

“Three years ago I said, look,
we are dying, we have to go into
new businesses,” Rolf Schmidt-
Holtz, chief executive of Sony
Music, said in an interview.

Now he is highlighting the
business potential of such initia-
tives in an effort to quiet internal
critics who see Mr. Schmidt-
Holtz, who has a background in
television and magazines, as in-

sufficiently focused on music.
Company officials, who did not

want to be named because the
Sony Corporation does not pub-
lish financial information for
Sony Music, say that in the cur-
rent fiscal year, businesses that
did not exist when Mr. Schmidt-
Holtz took over as chief in 2006
are expected to generate more
than $300 million in revenue, and
more than $40 million in profit.

That would be about one-tenth
of Sony Music’s total revenue and
more than one-quarter of its
overall earnings.

And Sony Music is not alone
among the four major record
companies in moving beyond its
traditional business of prowling
nightclubs to hunt for talent, lur-

ing artists into recording studios
and stamping out compact discs.
The others — the Universal Mu-
sic Group, the Warner Music
Group and EMI Music — are also
taking steps in this direction.

Three years ago, Universal ac-
quired the Sanctuary Group, a
British music company whose
specialties include the merchan-
dising of T-shirts, a business that
the major labels had generally
outsourced. 

In June, EMI Music announced
the latest in a series of overhauls,
saying it was turning itself into a
“comprehensive rights manage-
ment company that can take full
advantage of all global opportuni-
ties in all markets for music,”
though it provided few details of

what it had in mind. Record la-
bels also increasingly manage
artists’ live tours and other as-
pects of their careers.

“Because the music industry
has gone through such a bad
time, if anyone stumbles across
areas for new revenue, they will
all explore it,” said Simon Dyson,
editor of Music & Copyright, a
trade publication.

But Sony has perhaps gone
further than its rivals in moving
beyond its traditional business in
a transformation championed by
Mr. Schmidt-Holtz, a relative out-
sider to the music business.

Amid a broader cost-cutting,
Mr. Schmidt-Holtz pushed aside
several prominent executives
known for their expertise in the

music industry roles, as well as
for their free-spending ways.

“We had to change the stretch-
limo culture that prevailed in
many areas of the music indus-
try,” Mr. Schmidt-Holtz said.

Among Sony Music’s new busi-
nesses, the most lucrative, often
generating more than 30 percent
of the company’s profit, is its re-
lationship with Simon Cowell,
creator of several hit TV shows. 

This year, he and Mr. Schmidt-
Holtz renegotiated their partner-
ship and gave Mr. Cowell greater
latitude to develop new pro-
grams. Some new series under
development include game
shows and other formats that
have little or nothing to do with
music, Mr. Schmidt-Holtz said.

For New Revenue, Sony and Other Labels Reach Far Beyond the Music Business

ances and for more creature com-
forts like air-conditioned shop-
ping malls. 

As a result, China is actually
becoming even less energy effi-
cient. And because most of its en-
ergy is still produced by burning
fossil fuels, China’s emission of
carbon dioxide — a so-called
greenhouse gas — is growing
worse. This past winter and
spring showed the largest six-
month increase in tonnage ever
by a single country. 

Until recently, projections by
both the International Energy
Agency and the Energy Informa-
tion Administration in Washing-
ton had assumed that, even with-
out an international energy
agreement to reduce green-
house-gas emissions, China
would achieve rapid improve-
ments in energy efficiency
through 2020. 

But now China is struggling to
limit emissions even to the “busi-
ness as usual” levels that climate
models assume if the world does
little to address global warming. 

“We really have an arduous
task” even to reach China’s ex-
isting energy-efficiency goals,
said Gao Shixian, an energy offi-
cial at the National Development
and Reform Commission, in a
speech at the Clean Energy Expo
China in late June in Beijing. 

China’s goal has been to re-
duce energy consumption per
unit of economic output by 20
percent this year compared with
2005, and to reduce emissions of
greenhouse gases per unit of eco-
nomic output by 40 to 45 percent
in 2020 compared with 2005.

But even if China can make the
promised improvements, the In-
ternational Energy Agency now
projects that China’s emissions of
energy-related greenhouse gases
will grow more than the rest of

the world’s combined increase by
2020. China, with one-fifth of the
world’s population, is now on
track to represent more than a
quarter of humanity’s energy-re-
lated greenhouse-gas emissions. 

Industry by industry, energy
demand in China is increasing so
fast that the broader efficiency
targets are becoming harder to
hit.

¶Although China has passed
the United States in the average
efficiency of its coal-fired power
plants, demand for electricity is
so voracious that China last year
built new coal-fired plants with a
total capacity greater than all ex-
isting power plants in New York
State. 

¶While China has imposed
lighting efficiency standards on
new buildings and is drafting
similar standards for household
appliances, construction of apart-
ment and office buildings pro-
ceeds at a frenzied pace. And
rural sales of refrigerators, wash-
ing machines and other large
household appliances more than
doubled in the past year in re-
sponse to government subsidies
aimed at helping 700 million
peasants afford modern amen-
ities.

¶As the economy becomes
more reliant on domestic demand
instead of exports, growth is
shifting toward energy-hungry
steel and cement production and
away from light industries like
toys and apparel. 

¶Chinese cars get 40 percent
better gas mileage on average
than American cars because they
tend to be much smaller and have
weaker engines. And China is
drafting regulations that would
require cars within each size cat-
egory to improve their mileage
by 18 percent over the next five
years. But China’s auto market
soared 48 percent in 2009, sur-
passing the American market for
the first time, and car sales are
rising almost as rapidly again
this year. 

One of the newest factors in

China’s energy use has emerged
beyond the planning purview of
policy makers in Beijing, in the
form of labor unrest at factories
across the country.

An older generation of low-
wage migrant workers accepted

hot dormitories and factories
with barely a fan to keep them
cool, one of many reasons Chi-
nese emissions per person are
still a third of American emis-
sions per person. Besides higher
pay, young Chinese are now de-
manding their own 100-square-
foot studio apartments, with air-
conditioning at home and in fac-
tories. Indeed, one of the de-
mands by workers who went on
strike in May at a Honda trans-
mission factory in Foshan was
that the air-conditioning thermo-
stats be set lower. 

Chinese regulations still man-
date that the air-conditioning in
most places be set no cooler than
79 degrees Fahrenheit in the
summer. But upscale shopping
malls have long been exempt
from the thermostat controls and
have maintained much cooler
temperatures through the sum-
mers. Now, as the consumer
economy takes root, those malls
are proliferating in cities across
China. 

Premier Wen acknowledged in
a statement after a cabinet meet-
ing in May that the efficiency
gains had started to reverse and
actually deteriorated by 3.2 per-
cent in the first quarter of this
year. He cited a lack of controls
on energy-intensive industries,
although the economic rebound
from the global financial crisis
may have also played a role.

Global climate discussions, in

pinning hopes on China’s ability
to vastly improve its efficient use
of energy, have tended to cite In-
ternational Energy Agency data
showing that China uses twice as
much energy per dollar of output
as the United States and three
times as much as the European
Union. The implicit assumption is
that China can greatly improve
efficiency because it must still be
relying mainly on wasteful, aging
boilers and outmoded power
plants. 

But David Fridley, a longtime
specialist in China’s energy at the
Lawrence Berkeley National
Laboratory, said that the compar-
ison to the United States and the
European Union was misleading. 

Manufacturing makes up three
times as much of the Chinese
economy as it does the American
economy, and it is energy-inten-
sive. If the United States had
much more manufacturing, Mr.
Fridley said, it would also use
considerably more energy per
dollar of output. 

“China has been trying to grab
the low-lying fruit — to find those
opportunities where increased ef-
ficiency can save money and re-
duce carbon-dioxide emissions,”
said Ken Caldeira, a climate
change specialist at the Carnegie
Institution for Science in Stan-
ford, Calif. “It is starting to look
like it might not be that easy to
find and grab this fruit.”

PHOTOGRAPHS BY CHRISTIE JOHNSTON FOR THE NEW YORK TIMES

The Guangzhou Steel mill in Guangzhou, China, will close its doors in September as part of a government effort to improve energy efficiency in factories. 

China Fears the Warming Effects of Serving a Rising Consumer Class 
From Page A1

Most of the steel mill’s 6,000 workers will be laid off or pushed into early retirement. 

More Emissions
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China’s energy-related 
emissions of greenhouse gases 
are expected to surge even if a 
national efficiency campaign 
succeeds, as assumed below. 
But Chinese and Western 
experts increasingly worry that 
Chinese emissions may rise 
even faster than shown here.

Source: International 
Energy Agency
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By KEITH BRADSHER

GUANGZHOU, China —
Workers at the vast Guang-
zhou Steel mill here poured
molten metal for the Great
Leap Forward in the late
1950s, fought street battles
during the Cultural Revolu-
tion a decade later and made
many of the steel reinforcing
bars used to build China’s ex-
port factories over the next 30
years. But as part of a na-
tional energy-efficiency man-
date, the historic mill is to be
closed, starting in stages later
this year. 

Government agencies in
Guangdong Province, where
Guangzhou is the capital, por-
tray it as a tough but neces-
sary measure intended to not
only improve energy efficien-
cy but also to reduce toxic air
pollution from the mill.

“Our province is forthright-
ly in step with the national
aim to get rid of outdated pro-
duction capacity,” said a re-
cent statement to announce
the shuttering of the mill.

But closing Guangzhou’s fa-
mous mill may yield only
modest benefits. And it is not
necessarily a triumph of polit-
ical will. Because of heavy in-
vestments in recent years to
upgrade the current mill, it
could meet the national target
of a five-year 20 percent effi-
ciency improvement by the
end of this year, said Yang
Yao Xing, the mill’s general
secretary. 

Moreover, Guangzhou Steel
is building a new mill with al-
most the same capacity in an-
other city to replace the one
here, Mr. Yang said. But it will
use scarcely less energy than
the old one.

That is because the new
mill will do more processing
than the current mill, pro-
ducing top-quality steel suit-
able for cars and appliances
instead of the rough steel bars
now made to reinforce con-
crete. China’s evolving con-
sumer economy demands
more high-quality steel, but
producing it requires extra
steps that require additional
energy.

Elsewhere, provincial and
municipal governments, par-
ticularly small towns with few

other employers, have been
reluctant to close big, state-
owned industrial enterprises
like the one here. Plans last
year to privatize and shrink
two such mills farther north
were postponed after angry
workers beat to death an ex-
ecutive overseeing the sale of
one of them and, at the other
mill, imprisoned an executive
in his office.

But there has been little re-
sistance to closing the mill
here. It will be demolished
partly to reduce pollution and
partly because the city of
Guangzhou has expanded
around it — greatly raising
the value of the riverfront
land under the factory’s tree-

lined lanes, ball fields and
schools for workers and end-
less warehouses and convey-
or belts. 

Mr. Yang said that workers
who lost their jobs would re-
ceive a month’s pay for each
year of service, plus some un-
employment benefits. 

At a diner up the street
from the factory, where a
heaping plate of rice and roast
duck still costs less than $1
and the walls are encrusted
with thick, brown grease, fac-
tory workers voiced remark-
ably few complaints about the
mill’s closing. Workers said
they expected to receive
promised severance because
the factory’s land is so valu-
able and its closing has been
widely announced in state-
run media.

Closing an Old Polluter 
May Not Ease Emissions

A replacement mill will use
more energy to make a
higher-quality steel. 
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By ERIC PFANNER

At an outdoor theater in Berlin
that has played host to U2,
R.E.M. and the Rolling Stones,
Sony Music Entertainment plans
to stage a different kind of show
next month.

Before an expected sellout
crowd of 22,000, three men,
dressed in red, white and blue
jumpsuits, will bound onto the
stage. But instead of belting out a
rock anthem, they will take turns
reading from a children’s detec-
tive novel in the “Three Investi-
gators” mystery series.

The books have a cult following
in Germany, and smaller shows
in other German cities, feeding
on Generation X nostalgia for the
series, sold more than 100,000

tickets last autumn. 
That provides welcome reve-

nue for Sony Music, which, like
other music companies, is scram-
bling to make up for falling com-
pact disc sales. As it does so, it is
broadening the definition of a
record company, embracing busi-
nesses that sometimes have only
a tenuous connection to music.

“Three years ago I said, look,
we are dying, we have to go into
new businesses,” Rolf Schmidt-
Holtz, chief executive of Sony
Music, said in an interview.

Now he is highlighting the
business potential of such initia-
tives in an effort to quiet internal
critics who see Mr. Schmidt-
Holtz, who has a background in
television and magazines, as in-

sufficiently focused on music.
Company officials, who did not

want to be named because the
Sony Corporation does not pub-
lish financial information for
Sony Music, say that in the cur-
rent fiscal year, businesses that
did not exist when Mr. Schmidt-
Holtz took over as chief in 2006
are expected to generate more
than $300 million in revenue, and
more than $40 million in profit.

That would be about one-tenth
of Sony Music’s total revenue and
more than one-quarter of its
overall earnings.

And Sony Music is not alone
among the four major record
companies in moving beyond its
traditional business of prowling
nightclubs to hunt for talent, lur-

ing artists into recording studios
and stamping out compact discs.
The others — the Universal Mu-
sic Group, the Warner Music
Group and EMI Music — are also
taking steps in this direction.

Three years ago, Universal ac-
quired the Sanctuary Group, a
British music company whose
specialties include the merchan-
dising of T-shirts, a business that
the major labels had generally
outsourced. 

In June, EMI Music announced
the latest in a series of overhauls,
saying it was turning itself into a
“comprehensive rights manage-
ment company that can take full
advantage of all global opportuni-
ties in all markets for music,”
though it provided few details of

what it had in mind. Record la-
bels also increasingly manage
artists’ live tours and other as-
pects of their careers.

“Because the music industry
has gone through such a bad
time, if anyone stumbles across
areas for new revenue, they will
all explore it,” said Simon Dyson,
editor of Music & Copyright, a
trade publication.

But Sony has perhaps gone
further than its rivals in moving
beyond its traditional business in
a transformation championed by
Mr. Schmidt-Holtz, a relative out-
sider to the music business.

Amid a broader cost-cutting,
Mr. Schmidt-Holtz pushed aside
several prominent executives
known for their expertise in the

music industry roles, as well as
for their free-spending ways.

“We had to change the stretch-
limo culture that prevailed in
many areas of the music indus-
try,” Mr. Schmidt-Holtz said.

Among Sony Music’s new busi-
nesses, the most lucrative, often
generating more than 30 percent
of the company’s profit, is its re-
lationship with Simon Cowell,
creator of several hit TV shows. 

This year, he and Mr. Schmidt-
Holtz renegotiated their partner-
ship and gave Mr. Cowell greater
latitude to develop new pro-
grams. Some new series under
development include game
shows and other formats that
have little or nothing to do with
music, Mr. Schmidt-Holtz said.

For New Revenue, Sony and Other Labels Reach Far Beyond the Music Business

ances and for more creature com-
forts like air-conditioned shop-
ping malls. 

As a result, China is actually
becoming even less energy effi-
cient. And because most of its en-
ergy is still produced by burning
fossil fuels, China’s emission of
carbon dioxide — a so-called
greenhouse gas — is growing
worse. This past winter and
spring showed the largest six-
month increase in tonnage ever
by a single country. 

Until recently, projections by
both the International Energy
Agency and the Energy Informa-
tion Administration in Washing-
ton had assumed that, even with-
out an international energy
agreement to reduce green-
house-gas emissions, China
would achieve rapid improve-
ments in energy efficiency
through 2020. 

But now China is struggling to
limit emissions even to the “busi-
ness as usual” levels that climate
models assume if the world does
little to address global warming. 

“We really have an arduous
task” even to reach China’s ex-
isting energy-efficiency goals,
said Gao Shixian, an energy offi-
cial at the National Development
and Reform Commission, in a
speech at the Clean Energy Expo
China in late June in Beijing. 

China’s goal has been to re-
duce energy consumption per
unit of economic output by 20
percent this year compared with
2005, and to reduce emissions of
greenhouse gases per unit of eco-
nomic output by 40 to 45 percent
in 2020 compared with 2005.

But even if China can make the
promised improvements, the In-
ternational Energy Agency now
projects that China’s emissions of
energy-related greenhouse gases
will grow more than the rest of

the world’s combined increase by
2020. China, with one-fifth of the
world’s population, is now on
track to represent more than a
quarter of humanity’s energy-re-
lated greenhouse-gas emissions. 

Industry by industry, energy
demand in China is increasing so
fast that the broader efficiency
targets are becoming harder to
hit.

¶Although China has passed
the United States in the average
efficiency of its coal-fired power
plants, demand for electricity is
so voracious that China last year
built new coal-fired plants with a
total capacity greater than all ex-
isting power plants in New York
State. 

¶While China has imposed
lighting efficiency standards on
new buildings and is drafting
similar standards for household
appliances, construction of apart-
ment and office buildings pro-
ceeds at a frenzied pace. And
rural sales of refrigerators, wash-
ing machines and other large
household appliances more than
doubled in the past year in re-
sponse to government subsidies
aimed at helping 700 million
peasants afford modern amen-
ities.

¶As the economy becomes
more reliant on domestic demand
instead of exports, growth is
shifting toward energy-hungry
steel and cement production and
away from light industries like
toys and apparel. 

¶Chinese cars get 40 percent
better gas mileage on average
than American cars because they
tend to be much smaller and have
weaker engines. And China is
drafting regulations that would
require cars within each size cat-
egory to improve their mileage
by 18 percent over the next five
years. But China’s auto market
soared 48 percent in 2009, sur-
passing the American market for
the first time, and car sales are
rising almost as rapidly again
this year. 

One of the newest factors in

China’s energy use has emerged
beyond the planning purview of
policy makers in Beijing, in the
form of labor unrest at factories
across the country.

An older generation of low-
wage migrant workers accepted

hot dormitories and factories
with barely a fan to keep them
cool, one of many reasons Chi-
nese emissions per person are
still a third of American emis-
sions per person. Besides higher
pay, young Chinese are now de-
manding their own 100-square-
foot studio apartments, with air-
conditioning at home and in fac-
tories. Indeed, one of the de-
mands by workers who went on
strike in May at a Honda trans-
mission factory in Foshan was
that the air-conditioning thermo-
stats be set lower. 

Chinese regulations still man-
date that the air-conditioning in
most places be set no cooler than
79 degrees Fahrenheit in the
summer. But upscale shopping
malls have long been exempt
from the thermostat controls and
have maintained much cooler
temperatures through the sum-
mers. Now, as the consumer
economy takes root, those malls
are proliferating in cities across
China. 

Premier Wen acknowledged in
a statement after a cabinet meet-
ing in May that the efficiency
gains had started to reverse and
actually deteriorated by 3.2 per-
cent in the first quarter of this
year. He cited a lack of controls
on energy-intensive industries,
although the economic rebound
from the global financial crisis
may have also played a role.

Global climate discussions, in

pinning hopes on China’s ability
to vastly improve its efficient use
of energy, have tended to cite In-
ternational Energy Agency data
showing that China uses twice as
much energy per dollar of output
as the United States and three
times as much as the European
Union. The implicit assumption is
that China can greatly improve
efficiency because it must still be
relying mainly on wasteful, aging
boilers and outmoded power
plants. 

But David Fridley, a longtime
specialist in China’s energy at the
Lawrence Berkeley National
Laboratory, said that the compar-
ison to the United States and the
European Union was misleading. 

Manufacturing makes up three
times as much of the Chinese
economy as it does the American
economy, and it is energy-inten-
sive. If the United States had
much more manufacturing, Mr.
Fridley said, it would also use
considerably more energy per
dollar of output. 

“China has been trying to grab
the low-lying fruit — to find those
opportunities where increased ef-
ficiency can save money and re-
duce carbon-dioxide emissions,”
said Ken Caldeira, a climate
change specialist at the Carnegie
Institution for Science in Stan-
ford, Calif. “It is starting to look
like it might not be that easy to
find and grab this fruit.”

PHOTOGRAPHS BY CHRISTIE JOHNSTON FOR THE NEW YORK TIMES

The Guangzhou Steel mill in Guangzhou, China, will close its doors in September as part of a government effort to improve energy efficiency in factories. 

China Fears the Warming Effects of Serving a Rising Consumer Class 
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Most of the steel mill’s 6,000 workers will be laid off or pushed into early retirement. 

More Emissions
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China’s energy-related 
emissions of greenhouse gases 
are expected to surge even if a 
national efficiency campaign 
succeeds, as assumed below. 
But Chinese and Western 
experts increasingly worry that 
Chinese emissions may rise 
even faster than shown here.

Source: International 
Energy Agency
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By KEITH BRADSHER

GUANGZHOU, China —
Workers at the vast Guang-
zhou Steel mill here poured
molten metal for the Great
Leap Forward in the late
1950s, fought street battles
during the Cultural Revolu-
tion a decade later and made
many of the steel reinforcing
bars used to build China’s ex-
port factories over the next 30
years. But as part of a na-
tional energy-efficiency man-
date, the historic mill is to be
closed, starting in stages later
this year. 

Government agencies in
Guangdong Province, where
Guangzhou is the capital, por-
tray it as a tough but neces-
sary measure intended to not
only improve energy efficien-
cy but also to reduce toxic air
pollution from the mill.

“Our province is forthright-
ly in step with the national
aim to get rid of outdated pro-
duction capacity,” said a re-
cent statement to announce
the shuttering of the mill.

But closing Guangzhou’s fa-
mous mill may yield only
modest benefits. And it is not
necessarily a triumph of polit-
ical will. Because of heavy in-
vestments in recent years to
upgrade the current mill, it
could meet the national target
of a five-year 20 percent effi-
ciency improvement by the
end of this year, said Yang
Yao Xing, the mill’s general
secretary. 

Moreover, Guangzhou Steel
is building a new mill with al-
most the same capacity in an-
other city to replace the one
here, Mr. Yang said. But it will
use scarcely less energy than
the old one.

That is because the new
mill will do more processing
than the current mill, pro-
ducing top-quality steel suit-
able for cars and appliances
instead of the rough steel bars
now made to reinforce con-
crete. China’s evolving con-
sumer economy demands
more high-quality steel, but
producing it requires extra
steps that require additional
energy.

Elsewhere, provincial and
municipal governments, par-
ticularly small towns with few

other employers, have been
reluctant to close big, state-
owned industrial enterprises
like the one here. Plans last
year to privatize and shrink
two such mills farther north
were postponed after angry
workers beat to death an ex-
ecutive overseeing the sale of
one of them and, at the other
mill, imprisoned an executive
in his office.

But there has been little re-
sistance to closing the mill
here. It will be demolished
partly to reduce pollution and
partly because the city of
Guangzhou has expanded
around it — greatly raising
the value of the riverfront
land under the factory’s tree-

lined lanes, ball fields and
schools for workers and end-
less warehouses and convey-
or belts. 

Mr. Yang said that workers
who lost their jobs would re-
ceive a month’s pay for each
year of service, plus some un-
employment benefits. 

At a diner up the street
from the factory, where a
heaping plate of rice and roast
duck still costs less than $1
and the walls are encrusted
with thick, brown grease, fac-
tory workers voiced remark-
ably few complaints about the
mill’s closing. Workers said
they expected to receive
promised severance because
the factory’s land is so valu-
able and its closing has been
widely announced in state-
run media.

Closing an Old Polluter 
May Not Ease Emissions

A replacement mill will use
more energy to make a
higher-quality steel. 
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By ERIC PFANNER

At an outdoor theater in Berlin
that has played host to U2,
R.E.M. and the Rolling Stones,
Sony Music Entertainment plans
to stage a different kind of show
next month.

Before an expected sellout
crowd of 22,000, three men,
dressed in red, white and blue
jumpsuits, will bound onto the
stage. But instead of belting out a
rock anthem, they will take turns
reading from a children’s detec-
tive novel in the “Three Investi-
gators” mystery series.

The books have a cult following
in Germany, and smaller shows
in other German cities, feeding
on Generation X nostalgia for the
series, sold more than 100,000

tickets last autumn. 
That provides welcome reve-

nue for Sony Music, which, like
other music companies, is scram-
bling to make up for falling com-
pact disc sales. As it does so, it is
broadening the definition of a
record company, embracing busi-
nesses that sometimes have only
a tenuous connection to music.

“Three years ago I said, look,
we are dying, we have to go into
new businesses,” Rolf Schmidt-
Holtz, chief executive of Sony
Music, said in an interview.

Now he is highlighting the
business potential of such initia-
tives in an effort to quiet internal
critics who see Mr. Schmidt-
Holtz, who has a background in
television and magazines, as in-

sufficiently focused on music.
Company officials, who did not

want to be named because the
Sony Corporation does not pub-
lish financial information for
Sony Music, say that in the cur-
rent fiscal year, businesses that
did not exist when Mr. Schmidt-
Holtz took over as chief in 2006
are expected to generate more
than $300 million in revenue, and
more than $40 million in profit.

That would be about one-tenth
of Sony Music’s total revenue and
more than one-quarter of its
overall earnings.

And Sony Music is not alone
among the four major record
companies in moving beyond its
traditional business of prowling
nightclubs to hunt for talent, lur-

ing artists into recording studios
and stamping out compact discs.
The others — the Universal Mu-
sic Group, the Warner Music
Group and EMI Music — are also
taking steps in this direction.

Three years ago, Universal ac-
quired the Sanctuary Group, a
British music company whose
specialties include the merchan-
dising of T-shirts, a business that
the major labels had generally
outsourced. 

In June, EMI Music announced
the latest in a series of overhauls,
saying it was turning itself into a
“comprehensive rights manage-
ment company that can take full
advantage of all global opportuni-
ties in all markets for music,”
though it provided few details of

what it had in mind. Record la-
bels also increasingly manage
artists’ live tours and other as-
pects of their careers.

“Because the music industry
has gone through such a bad
time, if anyone stumbles across
areas for new revenue, they will
all explore it,” said Simon Dyson,
editor of Music & Copyright, a
trade publication.

But Sony has perhaps gone
further than its rivals in moving
beyond its traditional business in
a transformation championed by
Mr. Schmidt-Holtz, a relative out-
sider to the music business.

Amid a broader cost-cutting,
Mr. Schmidt-Holtz pushed aside
several prominent executives
known for their expertise in the

music industry roles, as well as
for their free-spending ways.

“We had to change the stretch-
limo culture that prevailed in
many areas of the music indus-
try,” Mr. Schmidt-Holtz said.

Among Sony Music’s new busi-
nesses, the most lucrative, often
generating more than 30 percent
of the company’s profit, is its re-
lationship with Simon Cowell,
creator of several hit TV shows. 

This year, he and Mr. Schmidt-
Holtz renegotiated their partner-
ship and gave Mr. Cowell greater
latitude to develop new pro-
grams. Some new series under
development include game
shows and other formats that
have little or nothing to do with
music, Mr. Schmidt-Holtz said.

For New Revenue, Sony and Other Labels Reach Far Beyond the Music Business

ances and for more creature com-
forts like air-conditioned shop-
ping malls. 

As a result, China is actually
becoming even less energy effi-
cient. And because most of its en-
ergy is still produced by burning
fossil fuels, China’s emission of
carbon dioxide — a so-called
greenhouse gas — is growing
worse. This past winter and
spring showed the largest six-
month increase in tonnage ever
by a single country. 

Until recently, projections by
both the International Energy
Agency and the Energy Informa-
tion Administration in Washing-
ton had assumed that, even with-
out an international energy
agreement to reduce green-
house-gas emissions, China
would achieve rapid improve-
ments in energy efficiency
through 2020. 

But now China is struggling to
limit emissions even to the “busi-
ness as usual” levels that climate
models assume if the world does
little to address global warming. 

“We really have an arduous
task” even to reach China’s ex-
isting energy-efficiency goals,
said Gao Shixian, an energy offi-
cial at the National Development
and Reform Commission, in a
speech at the Clean Energy Expo
China in late June in Beijing. 

China’s goal has been to re-
duce energy consumption per
unit of economic output by 20
percent this year compared with
2005, and to reduce emissions of
greenhouse gases per unit of eco-
nomic output by 40 to 45 percent
in 2020 compared with 2005.

But even if China can make the
promised improvements, the In-
ternational Energy Agency now
projects that China’s emissions of
energy-related greenhouse gases
will grow more than the rest of

the world’s combined increase by
2020. China, with one-fifth of the
world’s population, is now on
track to represent more than a
quarter of humanity’s energy-re-
lated greenhouse-gas emissions. 

Industry by industry, energy
demand in China is increasing so
fast that the broader efficiency
targets are becoming harder to
hit.

¶Although China has passed
the United States in the average
efficiency of its coal-fired power
plants, demand for electricity is
so voracious that China last year
built new coal-fired plants with a
total capacity greater than all ex-
isting power plants in New York
State. 

¶While China has imposed
lighting efficiency standards on
new buildings and is drafting
similar standards for household
appliances, construction of apart-
ment and office buildings pro-
ceeds at a frenzied pace. And
rural sales of refrigerators, wash-
ing machines and other large
household appliances more than
doubled in the past year in re-
sponse to government subsidies
aimed at helping 700 million
peasants afford modern amen-
ities.

¶As the economy becomes
more reliant on domestic demand
instead of exports, growth is
shifting toward energy-hungry
steel and cement production and
away from light industries like
toys and apparel. 

¶Chinese cars get 40 percent
better gas mileage on average
than American cars because they
tend to be much smaller and have
weaker engines. And China is
drafting regulations that would
require cars within each size cat-
egory to improve their mileage
by 18 percent over the next five
years. But China’s auto market
soared 48 percent in 2009, sur-
passing the American market for
the first time, and car sales are
rising almost as rapidly again
this year. 

One of the newest factors in

China’s energy use has emerged
beyond the planning purview of
policy makers in Beijing, in the
form of labor unrest at factories
across the country.

An older generation of low-
wage migrant workers accepted

hot dormitories and factories
with barely a fan to keep them
cool, one of many reasons Chi-
nese emissions per person are
still a third of American emis-
sions per person. Besides higher
pay, young Chinese are now de-
manding their own 100-square-
foot studio apartments, with air-
conditioning at home and in fac-
tories. Indeed, one of the de-
mands by workers who went on
strike in May at a Honda trans-
mission factory in Foshan was
that the air-conditioning thermo-
stats be set lower. 

Chinese regulations still man-
date that the air-conditioning in
most places be set no cooler than
79 degrees Fahrenheit in the
summer. But upscale shopping
malls have long been exempt
from the thermostat controls and
have maintained much cooler
temperatures through the sum-
mers. Now, as the consumer
economy takes root, those malls
are proliferating in cities across
China. 

Premier Wen acknowledged in
a statement after a cabinet meet-
ing in May that the efficiency
gains had started to reverse and
actually deteriorated by 3.2 per-
cent in the first quarter of this
year. He cited a lack of controls
on energy-intensive industries,
although the economic rebound
from the global financial crisis
may have also played a role.

Global climate discussions, in

pinning hopes on China’s ability
to vastly improve its efficient use
of energy, have tended to cite In-
ternational Energy Agency data
showing that China uses twice as
much energy per dollar of output
as the United States and three
times as much as the European
Union. The implicit assumption is
that China can greatly improve
efficiency because it must still be
relying mainly on wasteful, aging
boilers and outmoded power
plants. 

But David Fridley, a longtime
specialist in China’s energy at the
Lawrence Berkeley National
Laboratory, said that the compar-
ison to the United States and the
European Union was misleading. 

Manufacturing makes up three
times as much of the Chinese
economy as it does the American
economy, and it is energy-inten-
sive. If the United States had
much more manufacturing, Mr.
Fridley said, it would also use
considerably more energy per
dollar of output. 

“China has been trying to grab
the low-lying fruit — to find those
opportunities where increased ef-
ficiency can save money and re-
duce carbon-dioxide emissions,”
said Ken Caldeira, a climate
change specialist at the Carnegie
Institution for Science in Stan-
ford, Calif. “It is starting to look
like it might not be that easy to
find and grab this fruit.”

PHOTOGRAPHS BY CHRISTIE JOHNSTON FOR THE NEW YORK TIMES

The Guangzhou Steel mill in Guangzhou, China, will close its doors in September as part of a government effort to improve energy efficiency in factories. 

China Fears the Warming Effects of Serving a Rising Consumer Class 
From Page A1

Most of the steel mill’s 6,000 workers will be laid off or pushed into early retirement. 

More Emissions
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China’s energy-related 
emissions of greenhouse gases 
are expected to surge even if a 
national efficiency campaign 
succeeds, as assumed below. 
But Chinese and Western 
experts increasingly worry that 
Chinese emissions may rise 
even faster than shown here.

Source: International 
Energy Agency
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By KEITH BRADSHER

GUANGZHOU, China —
Workers at the vast Guang-
zhou Steel mill here poured
molten metal for the Great
Leap Forward in the late
1950s, fought street battles
during the Cultural Revolu-
tion a decade later and made
many of the steel reinforcing
bars used to build China’s ex-
port factories over the next 30
years. But as part of a na-
tional energy-efficiency man-
date, the historic mill is to be
closed, starting in stages later
this year. 

Government agencies in
Guangdong Province, where
Guangzhou is the capital, por-
tray it as a tough but neces-
sary measure intended to not
only improve energy efficien-
cy but also to reduce toxic air
pollution from the mill.

“Our province is forthright-
ly in step with the national
aim to get rid of outdated pro-
duction capacity,” said a re-
cent statement to announce
the shuttering of the mill.

But closing Guangzhou’s fa-
mous mill may yield only
modest benefits. And it is not
necessarily a triumph of polit-
ical will. Because of heavy in-
vestments in recent years to
upgrade the current mill, it
could meet the national target
of a five-year 20 percent effi-
ciency improvement by the
end of this year, said Yang
Yao Xing, the mill’s general
secretary. 

Moreover, Guangzhou Steel
is building a new mill with al-
most the same capacity in an-
other city to replace the one
here, Mr. Yang said. But it will
use scarcely less energy than
the old one.

That is because the new
mill will do more processing
than the current mill, pro-
ducing top-quality steel suit-
able for cars and appliances
instead of the rough steel bars
now made to reinforce con-
crete. China’s evolving con-
sumer economy demands
more high-quality steel, but
producing it requires extra
steps that require additional
energy.

Elsewhere, provincial and
municipal governments, par-
ticularly small towns with few

other employers, have been
reluctant to close big, state-
owned industrial enterprises
like the one here. Plans last
year to privatize and shrink
two such mills farther north
were postponed after angry
workers beat to death an ex-
ecutive overseeing the sale of
one of them and, at the other
mill, imprisoned an executive
in his office.

But there has been little re-
sistance to closing the mill
here. It will be demolished
partly to reduce pollution and
partly because the city of
Guangzhou has expanded
around it — greatly raising
the value of the riverfront
land under the factory’s tree-

lined lanes, ball fields and
schools for workers and end-
less warehouses and convey-
or belts. 

Mr. Yang said that workers
who lost their jobs would re-
ceive a month’s pay for each
year of service, plus some un-
employment benefits. 

At a diner up the street
from the factory, where a
heaping plate of rice and roast
duck still costs less than $1
and the walls are encrusted
with thick, brown grease, fac-
tory workers voiced remark-
ably few complaints about the
mill’s closing. Workers said
they expected to receive
promised severance because
the factory’s land is so valu-
able and its closing has been
widely announced in state-
run media.

Closing an Old Polluter 
May Not Ease Emissions

A replacement mill will use
more energy to make a
higher-quality steel. 
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By ERIC PFANNER

At an outdoor theater in Berlin
that has played host to U2,
R.E.M. and the Rolling Stones,
Sony Music Entertainment plans
to stage a different kind of show
next month.

Before an expected sellout
crowd of 22,000, three men,
dressed in red, white and blue
jumpsuits, will bound onto the
stage. But instead of belting out a
rock anthem, they will take turns
reading from a children’s detec-
tive novel in the “Three Investi-
gators” mystery series.

The books have a cult following
in Germany, and smaller shows
in other German cities, feeding
on Generation X nostalgia for the
series, sold more than 100,000

tickets last autumn. 
That provides welcome reve-

nue for Sony Music, which, like
other music companies, is scram-
bling to make up for falling com-
pact disc sales. As it does so, it is
broadening the definition of a
record company, embracing busi-
nesses that sometimes have only
a tenuous connection to music.

“Three years ago I said, look,
we are dying, we have to go into
new businesses,” Rolf Schmidt-
Holtz, chief executive of Sony
Music, said in an interview.

Now he is highlighting the
business potential of such initia-
tives in an effort to quiet internal
critics who see Mr. Schmidt-
Holtz, who has a background in
television and magazines, as in-

sufficiently focused on music.
Company officials, who did not

want to be named because the
Sony Corporation does not pub-
lish financial information for
Sony Music, say that in the cur-
rent fiscal year, businesses that
did not exist when Mr. Schmidt-
Holtz took over as chief in 2006
are expected to generate more
than $300 million in revenue, and
more than $40 million in profit.

That would be about one-tenth
of Sony Music’s total revenue and
more than one-quarter of its
overall earnings.

And Sony Music is not alone
among the four major record
companies in moving beyond its
traditional business of prowling
nightclubs to hunt for talent, lur-

ing artists into recording studios
and stamping out compact discs.
The others — the Universal Mu-
sic Group, the Warner Music
Group and EMI Music — are also
taking steps in this direction.

Three years ago, Universal ac-
quired the Sanctuary Group, a
British music company whose
specialties include the merchan-
dising of T-shirts, a business that
the major labels had generally
outsourced. 

In June, EMI Music announced
the latest in a series of overhauls,
saying it was turning itself into a
“comprehensive rights manage-
ment company that can take full
advantage of all global opportuni-
ties in all markets for music,”
though it provided few details of

what it had in mind. Record la-
bels also increasingly manage
artists’ live tours and other as-
pects of their careers.

“Because the music industry
has gone through such a bad
time, if anyone stumbles across
areas for new revenue, they will
all explore it,” said Simon Dyson,
editor of Music & Copyright, a
trade publication.

But Sony has perhaps gone
further than its rivals in moving
beyond its traditional business in
a transformation championed by
Mr. Schmidt-Holtz, a relative out-
sider to the music business.

Amid a broader cost-cutting,
Mr. Schmidt-Holtz pushed aside
several prominent executives
known for their expertise in the

music industry roles, as well as
for their free-spending ways.

“We had to change the stretch-
limo culture that prevailed in
many areas of the music indus-
try,” Mr. Schmidt-Holtz said.

Among Sony Music’s new busi-
nesses, the most lucrative, often
generating more than 30 percent
of the company’s profit, is its re-
lationship with Simon Cowell,
creator of several hit TV shows. 

This year, he and Mr. Schmidt-
Holtz renegotiated their partner-
ship and gave Mr. Cowell greater
latitude to develop new pro-
grams. Some new series under
development include game
shows and other formats that
have little or nothing to do with
music, Mr. Schmidt-Holtz said.

For New Revenue, Sony and Other Labels Reach Far Beyond the Music Business

ances and for more creature com-
forts like air-conditioned shop-
ping malls. 

As a result, China is actually
becoming even less energy effi-
cient. And because most of its en-
ergy is still produced by burning
fossil fuels, China’s emission of
carbon dioxide — a so-called
greenhouse gas — is growing
worse. This past winter and
spring showed the largest six-
month increase in tonnage ever
by a single country. 

Until recently, projections by
both the International Energy
Agency and the Energy Informa-
tion Administration in Washing-
ton had assumed that, even with-
out an international energy
agreement to reduce green-
house-gas emissions, China
would achieve rapid improve-
ments in energy efficiency
through 2020. 

But now China is struggling to
limit emissions even to the “busi-
ness as usual” levels that climate
models assume if the world does
little to address global warming. 

“We really have an arduous
task” even to reach China’s ex-
isting energy-efficiency goals,
said Gao Shixian, an energy offi-
cial at the National Development
and Reform Commission, in a
speech at the Clean Energy Expo
China in late June in Beijing. 

China’s goal has been to re-
duce energy consumption per
unit of economic output by 20
percent this year compared with
2005, and to reduce emissions of
greenhouse gases per unit of eco-
nomic output by 40 to 45 percent
in 2020 compared with 2005.

But even if China can make the
promised improvements, the In-
ternational Energy Agency now
projects that China’s emissions of
energy-related greenhouse gases
will grow more than the rest of

the world’s combined increase by
2020. China, with one-fifth of the
world’s population, is now on
track to represent more than a
quarter of humanity’s energy-re-
lated greenhouse-gas emissions. 

Industry by industry, energy
demand in China is increasing so
fast that the broader efficiency
targets are becoming harder to
hit.

¶Although China has passed
the United States in the average
efficiency of its coal-fired power
plants, demand for electricity is
so voracious that China last year
built new coal-fired plants with a
total capacity greater than all ex-
isting power plants in New York
State. 

¶While China has imposed
lighting efficiency standards on
new buildings and is drafting
similar standards for household
appliances, construction of apart-
ment and office buildings pro-
ceeds at a frenzied pace. And
rural sales of refrigerators, wash-
ing machines and other large
household appliances more than
doubled in the past year in re-
sponse to government subsidies
aimed at helping 700 million
peasants afford modern amen-
ities.

¶As the economy becomes
more reliant on domestic demand
instead of exports, growth is
shifting toward energy-hungry
steel and cement production and
away from light industries like
toys and apparel. 

¶Chinese cars get 40 percent
better gas mileage on average
than American cars because they
tend to be much smaller and have
weaker engines. And China is
drafting regulations that would
require cars within each size cat-
egory to improve their mileage
by 18 percent over the next five
years. But China’s auto market
soared 48 percent in 2009, sur-
passing the American market for
the first time, and car sales are
rising almost as rapidly again
this year. 

One of the newest factors in

China’s energy use has emerged
beyond the planning purview of
policy makers in Beijing, in the
form of labor unrest at factories
across the country.

An older generation of low-
wage migrant workers accepted

hot dormitories and factories
with barely a fan to keep them
cool, one of many reasons Chi-
nese emissions per person are
still a third of American emis-
sions per person. Besides higher
pay, young Chinese are now de-
manding their own 100-square-
foot studio apartments, with air-
conditioning at home and in fac-
tories. Indeed, one of the de-
mands by workers who went on
strike in May at a Honda trans-
mission factory in Foshan was
that the air-conditioning thermo-
stats be set lower. 

Chinese regulations still man-
date that the air-conditioning in
most places be set no cooler than
79 degrees Fahrenheit in the
summer. But upscale shopping
malls have long been exempt
from the thermostat controls and
have maintained much cooler
temperatures through the sum-
mers. Now, as the consumer
economy takes root, those malls
are proliferating in cities across
China. 

Premier Wen acknowledged in
a statement after a cabinet meet-
ing in May that the efficiency
gains had started to reverse and
actually deteriorated by 3.2 per-
cent in the first quarter of this
year. He cited a lack of controls
on energy-intensive industries,
although the economic rebound
from the global financial crisis
may have also played a role.

Global climate discussions, in

pinning hopes on China’s ability
to vastly improve its efficient use
of energy, have tended to cite In-
ternational Energy Agency data
showing that China uses twice as
much energy per dollar of output
as the United States and three
times as much as the European
Union. The implicit assumption is
that China can greatly improve
efficiency because it must still be
relying mainly on wasteful, aging
boilers and outmoded power
plants. 

But David Fridley, a longtime
specialist in China’s energy at the
Lawrence Berkeley National
Laboratory, said that the compar-
ison to the United States and the
European Union was misleading. 

Manufacturing makes up three
times as much of the Chinese
economy as it does the American
economy, and it is energy-inten-
sive. If the United States had
much more manufacturing, Mr.
Fridley said, it would also use
considerably more energy per
dollar of output. 

“China has been trying to grab
the low-lying fruit — to find those
opportunities where increased ef-
ficiency can save money and re-
duce carbon-dioxide emissions,”
said Ken Caldeira, a climate
change specialist at the Carnegie
Institution for Science in Stan-
ford, Calif. “It is starting to look
like it might not be that easy to
find and grab this fruit.”

PHOTOGRAPHS BY CHRISTIE JOHNSTON FOR THE NEW YORK TIMES

The Guangzhou Steel mill in Guangzhou, China, will close its doors in September as part of a government effort to improve energy efficiency in factories. 

China Fears the Warming Effects of Serving a Rising Consumer Class 
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Most of the steel mill’s 6,000 workers will be laid off or pushed into early retirement. 

More Emissions
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China’s energy-related 
emissions of greenhouse gases 
are expected to surge even if a 
national efficiency campaign 
succeeds, as assumed below. 
But Chinese and Western 
experts increasingly worry that 
Chinese emissions may rise 
even faster than shown here.

Source: International 
Energy Agency
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By KEITH BRADSHER

GUANGZHOU, China —
Workers at the vast Guang-
zhou Steel mill here poured
molten metal for the Great
Leap Forward in the late
1950s, fought street battles
during the Cultural Revolu-
tion a decade later and made
many of the steel reinforcing
bars used to build China’s ex-
port factories over the next 30
years. But as part of a na-
tional energy-efficiency man-
date, the historic mill is to be
closed, starting in stages later
this year. 

Government agencies in
Guangdong Province, where
Guangzhou is the capital, por-
tray it as a tough but neces-
sary measure intended to not
only improve energy efficien-
cy but also to reduce toxic air
pollution from the mill.

“Our province is forthright-
ly in step with the national
aim to get rid of outdated pro-
duction capacity,” said a re-
cent statement to announce
the shuttering of the mill.

But closing Guangzhou’s fa-
mous mill may yield only
modest benefits. And it is not
necessarily a triumph of polit-
ical will. Because of heavy in-
vestments in recent years to
upgrade the current mill, it
could meet the national target
of a five-year 20 percent effi-
ciency improvement by the
end of this year, said Yang
Yao Xing, the mill’s general
secretary. 

Moreover, Guangzhou Steel
is building a new mill with al-
most the same capacity in an-
other city to replace the one
here, Mr. Yang said. But it will
use scarcely less energy than
the old one.

That is because the new
mill will do more processing
than the current mill, pro-
ducing top-quality steel suit-
able for cars and appliances
instead of the rough steel bars
now made to reinforce con-
crete. China’s evolving con-
sumer economy demands
more high-quality steel, but
producing it requires extra
steps that require additional
energy.

Elsewhere, provincial and
municipal governments, par-
ticularly small towns with few

other employers, have been
reluctant to close big, state-
owned industrial enterprises
like the one here. Plans last
year to privatize and shrink
two such mills farther north
were postponed after angry
workers beat to death an ex-
ecutive overseeing the sale of
one of them and, at the other
mill, imprisoned an executive
in his office.

But there has been little re-
sistance to closing the mill
here. It will be demolished
partly to reduce pollution and
partly because the city of
Guangzhou has expanded
around it — greatly raising
the value of the riverfront
land under the factory’s tree-

lined lanes, ball fields and
schools for workers and end-
less warehouses and convey-
or belts. 

Mr. Yang said that workers
who lost their jobs would re-
ceive a month’s pay for each
year of service, plus some un-
employment benefits. 

At a diner up the street
from the factory, where a
heaping plate of rice and roast
duck still costs less than $1
and the walls are encrusted
with thick, brown grease, fac-
tory workers voiced remark-
ably few complaints about the
mill’s closing. Workers said
they expected to receive
promised severance because
the factory’s land is so valu-
able and its closing has been
widely announced in state-
run media.

Closing an Old Polluter 
May Not Ease Emissions

A replacement mill will use
more energy to make a
higher-quality steel. 
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By ERIC PFANNER

At an outdoor theater in Berlin
that has played host to U2,
R.E.M. and the Rolling Stones,
Sony Music Entertainment plans
to stage a different kind of show
next month.

Before an expected sellout
crowd of 22,000, three men,
dressed in red, white and blue
jumpsuits, will bound onto the
stage. But instead of belting out a
rock anthem, they will take turns
reading from a children’s detec-
tive novel in the “Three Investi-
gators” mystery series.

The books have a cult following
in Germany, and smaller shows
in other German cities, feeding
on Generation X nostalgia for the
series, sold more than 100,000

tickets last autumn. 
That provides welcome reve-

nue for Sony Music, which, like
other music companies, is scram-
bling to make up for falling com-
pact disc sales. As it does so, it is
broadening the definition of a
record company, embracing busi-
nesses that sometimes have only
a tenuous connection to music.

“Three years ago I said, look,
we are dying, we have to go into
new businesses,” Rolf Schmidt-
Holtz, chief executive of Sony
Music, said in an interview.

Now he is highlighting the
business potential of such initia-
tives in an effort to quiet internal
critics who see Mr. Schmidt-
Holtz, who has a background in
television and magazines, as in-

sufficiently focused on music.
Company officials, who did not

want to be named because the
Sony Corporation does not pub-
lish financial information for
Sony Music, say that in the cur-
rent fiscal year, businesses that
did not exist when Mr. Schmidt-
Holtz took over as chief in 2006
are expected to generate more
than $300 million in revenue, and
more than $40 million in profit.

That would be about one-tenth
of Sony Music’s total revenue and
more than one-quarter of its
overall earnings.

And Sony Music is not alone
among the four major record
companies in moving beyond its
traditional business of prowling
nightclubs to hunt for talent, lur-

ing artists into recording studios
and stamping out compact discs.
The others — the Universal Mu-
sic Group, the Warner Music
Group and EMI Music — are also
taking steps in this direction.

Three years ago, Universal ac-
quired the Sanctuary Group, a
British music company whose
specialties include the merchan-
dising of T-shirts, a business that
the major labels had generally
outsourced. 

In June, EMI Music announced
the latest in a series of overhauls,
saying it was turning itself into a
“comprehensive rights manage-
ment company that can take full
advantage of all global opportuni-
ties in all markets for music,”
though it provided few details of

what it had in mind. Record la-
bels also increasingly manage
artists’ live tours and other as-
pects of their careers.

“Because the music industry
has gone through such a bad
time, if anyone stumbles across
areas for new revenue, they will
all explore it,” said Simon Dyson,
editor of Music & Copyright, a
trade publication.

But Sony has perhaps gone
further than its rivals in moving
beyond its traditional business in
a transformation championed by
Mr. Schmidt-Holtz, a relative out-
sider to the music business.

Amid a broader cost-cutting,
Mr. Schmidt-Holtz pushed aside
several prominent executives
known for their expertise in the

music industry roles, as well as
for their free-spending ways.

“We had to change the stretch-
limo culture that prevailed in
many areas of the music indus-
try,” Mr. Schmidt-Holtz said.

Among Sony Music’s new busi-
nesses, the most lucrative, often
generating more than 30 percent
of the company’s profit, is its re-
lationship with Simon Cowell,
creator of several hit TV shows. 

This year, he and Mr. Schmidt-
Holtz renegotiated their partner-
ship and gave Mr. Cowell greater
latitude to develop new pro-
grams. Some new series under
development include game
shows and other formats that
have little or nothing to do with
music, Mr. Schmidt-Holtz said.

For New Revenue, Sony and Other Labels Reach Far Beyond the Music Business

ances and for more creature com-
forts like air-conditioned shop-
ping malls. 

As a result, China is actually
becoming even less energy effi-
cient. And because most of its en-
ergy is still produced by burning
fossil fuels, China’s emission of
carbon dioxide — a so-called
greenhouse gas — is growing
worse. This past winter and
spring showed the largest six-
month increase in tonnage ever
by a single country. 

Until recently, projections by
both the International Energy
Agency and the Energy Informa-
tion Administration in Washing-
ton had assumed that, even with-
out an international energy
agreement to reduce green-
house-gas emissions, China
would achieve rapid improve-
ments in energy efficiency
through 2020. 

But now China is struggling to
limit emissions even to the “busi-
ness as usual” levels that climate
models assume if the world does
little to address global warming. 

“We really have an arduous
task” even to reach China’s ex-
isting energy-efficiency goals,
said Gao Shixian, an energy offi-
cial at the National Development
and Reform Commission, in a
speech at the Clean Energy Expo
China in late June in Beijing. 

China’s goal has been to re-
duce energy consumption per
unit of economic output by 20
percent this year compared with
2005, and to reduce emissions of
greenhouse gases per unit of eco-
nomic output by 40 to 45 percent
in 2020 compared with 2005.

But even if China can make the
promised improvements, the In-
ternational Energy Agency now
projects that China’s emissions of
energy-related greenhouse gases
will grow more than the rest of

the world’s combined increase by
2020. China, with one-fifth of the
world’s population, is now on
track to represent more than a
quarter of humanity’s energy-re-
lated greenhouse-gas emissions. 

Industry by industry, energy
demand in China is increasing so
fast that the broader efficiency
targets are becoming harder to
hit.

¶Although China has passed
the United States in the average
efficiency of its coal-fired power
plants, demand for electricity is
so voracious that China last year
built new coal-fired plants with a
total capacity greater than all ex-
isting power plants in New York
State. 

¶While China has imposed
lighting efficiency standards on
new buildings and is drafting
similar standards for household
appliances, construction of apart-
ment and office buildings pro-
ceeds at a frenzied pace. And
rural sales of refrigerators, wash-
ing machines and other large
household appliances more than
doubled in the past year in re-
sponse to government subsidies
aimed at helping 700 million
peasants afford modern amen-
ities.

¶As the economy becomes
more reliant on domestic demand
instead of exports, growth is
shifting toward energy-hungry
steel and cement production and
away from light industries like
toys and apparel. 

¶Chinese cars get 40 percent
better gas mileage on average
than American cars because they
tend to be much smaller and have
weaker engines. And China is
drafting regulations that would
require cars within each size cat-
egory to improve their mileage
by 18 percent over the next five
years. But China’s auto market
soared 48 percent in 2009, sur-
passing the American market for
the first time, and car sales are
rising almost as rapidly again
this year. 

One of the newest factors in

China’s energy use has emerged
beyond the planning purview of
policy makers in Beijing, in the
form of labor unrest at factories
across the country.

An older generation of low-
wage migrant workers accepted

hot dormitories and factories
with barely a fan to keep them
cool, one of many reasons Chi-
nese emissions per person are
still a third of American emis-
sions per person. Besides higher
pay, young Chinese are now de-
manding their own 100-square-
foot studio apartments, with air-
conditioning at home and in fac-
tories. Indeed, one of the de-
mands by workers who went on
strike in May at a Honda trans-
mission factory in Foshan was
that the air-conditioning thermo-
stats be set lower. 

Chinese regulations still man-
date that the air-conditioning in
most places be set no cooler than
79 degrees Fahrenheit in the
summer. But upscale shopping
malls have long been exempt
from the thermostat controls and
have maintained much cooler
temperatures through the sum-
mers. Now, as the consumer
economy takes root, those malls
are proliferating in cities across
China. 

Premier Wen acknowledged in
a statement after a cabinet meet-
ing in May that the efficiency
gains had started to reverse and
actually deteriorated by 3.2 per-
cent in the first quarter of this
year. He cited a lack of controls
on energy-intensive industries,
although the economic rebound
from the global financial crisis
may have also played a role.

Global climate discussions, in

pinning hopes on China’s ability
to vastly improve its efficient use
of energy, have tended to cite In-
ternational Energy Agency data
showing that China uses twice as
much energy per dollar of output
as the United States and three
times as much as the European
Union. The implicit assumption is
that China can greatly improve
efficiency because it must still be
relying mainly on wasteful, aging
boilers and outmoded power
plants. 

But David Fridley, a longtime
specialist in China’s energy at the
Lawrence Berkeley National
Laboratory, said that the compar-
ison to the United States and the
European Union was misleading. 

Manufacturing makes up three
times as much of the Chinese
economy as it does the American
economy, and it is energy-inten-
sive. If the United States had
much more manufacturing, Mr.
Fridley said, it would also use
considerably more energy per
dollar of output. 

“China has been trying to grab
the low-lying fruit — to find those
opportunities where increased ef-
ficiency can save money and re-
duce carbon-dioxide emissions,”
said Ken Caldeira, a climate
change specialist at the Carnegie
Institution for Science in Stan-
ford, Calif. “It is starting to look
like it might not be that easy to
find and grab this fruit.”

PHOTOGRAPHS BY CHRISTIE JOHNSTON FOR THE NEW YORK TIMES

The Guangzhou Steel mill in Guangzhou, China, will close its doors in September as part of a government effort to improve energy efficiency in factories. 

China Fears the Warming Effects of Serving a Rising Consumer Class 
From Page A1

Most of the steel mill’s 6,000 workers will be laid off or pushed into early retirement. 

More Emissions
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China’s energy-related 
emissions of greenhouse gases 
are expected to surge even if a 
national efficiency campaign 
succeeds, as assumed below. 
But Chinese and Western 
experts increasingly worry that 
Chinese emissions may rise 
even faster than shown here.

Source: International 
Energy Agency
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By KEITH BRADSHER

GUANGZHOU, China —
Workers at the vast Guang-
zhou Steel mill here poured
molten metal for the Great
Leap Forward in the late
1950s, fought street battles
during the Cultural Revolu-
tion a decade later and made
many of the steel reinforcing
bars used to build China’s ex-
port factories over the next 30
years. But as part of a na-
tional energy-efficiency man-
date, the historic mill is to be
closed, starting in stages later
this year. 

Government agencies in
Guangdong Province, where
Guangzhou is the capital, por-
tray it as a tough but neces-
sary measure intended to not
only improve energy efficien-
cy but also to reduce toxic air
pollution from the mill.

“Our province is forthright-
ly in step with the national
aim to get rid of outdated pro-
duction capacity,” said a re-
cent statement to announce
the shuttering of the mill.

But closing Guangzhou’s fa-
mous mill may yield only
modest benefits. And it is not
necessarily a triumph of polit-
ical will. Because of heavy in-
vestments in recent years to
upgrade the current mill, it
could meet the national target
of a five-year 20 percent effi-
ciency improvement by the
end of this year, said Yang
Yao Xing, the mill’s general
secretary. 

Moreover, Guangzhou Steel
is building a new mill with al-
most the same capacity in an-
other city to replace the one
here, Mr. Yang said. But it will
use scarcely less energy than
the old one.

That is because the new
mill will do more processing
than the current mill, pro-
ducing top-quality steel suit-
able for cars and appliances
instead of the rough steel bars
now made to reinforce con-
crete. China’s evolving con-
sumer economy demands
more high-quality steel, but
producing it requires extra
steps that require additional
energy.

Elsewhere, provincial and
municipal governments, par-
ticularly small towns with few

other employers, have been
reluctant to close big, state-
owned industrial enterprises
like the one here. Plans last
year to privatize and shrink
two such mills farther north
were postponed after angry
workers beat to death an ex-
ecutive overseeing the sale of
one of them and, at the other
mill, imprisoned an executive
in his office.

But there has been little re-
sistance to closing the mill
here. It will be demolished
partly to reduce pollution and
partly because the city of
Guangzhou has expanded
around it — greatly raising
the value of the riverfront
land under the factory’s tree-

lined lanes, ball fields and
schools for workers and end-
less warehouses and convey-
or belts. 

Mr. Yang said that workers
who lost their jobs would re-
ceive a month’s pay for each
year of service, plus some un-
employment benefits. 

At a diner up the street
from the factory, where a
heaping plate of rice and roast
duck still costs less than $1
and the walls are encrusted
with thick, brown grease, fac-
tory workers voiced remark-
ably few complaints about the
mill’s closing. Workers said
they expected to receive
promised severance because
the factory’s land is so valu-
able and its closing has been
widely announced in state-
run media.

Closing an Old Polluter 
May Not Ease Emissions

A replacement mill will use
more energy to make a
higher-quality steel. 
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By ERIC PFANNER

At an outdoor theater in Berlin
that has played host to U2,
R.E.M. and the Rolling Stones,
Sony Music Entertainment plans
to stage a different kind of show
next month.

Before an expected sellout
crowd of 22,000, three men,
dressed in red, white and blue
jumpsuits, will bound onto the
stage. But instead of belting out a
rock anthem, they will take turns
reading from a children’s detec-
tive novel in the “Three Investi-
gators” mystery series.

The books have a cult following
in Germany, and smaller shows
in other German cities, feeding
on Generation X nostalgia for the
series, sold more than 100,000

tickets last autumn. 
That provides welcome reve-

nue for Sony Music, which, like
other music companies, is scram-
bling to make up for falling com-
pact disc sales. As it does so, it is
broadening the definition of a
record company, embracing busi-
nesses that sometimes have only
a tenuous connection to music.

“Three years ago I said, look,
we are dying, we have to go into
new businesses,” Rolf Schmidt-
Holtz, chief executive of Sony
Music, said in an interview.

Now he is highlighting the
business potential of such initia-
tives in an effort to quiet internal
critics who see Mr. Schmidt-
Holtz, who has a background in
television and magazines, as in-

sufficiently focused on music.
Company officials, who did not

want to be named because the
Sony Corporation does not pub-
lish financial information for
Sony Music, say that in the cur-
rent fiscal year, businesses that
did not exist when Mr. Schmidt-
Holtz took over as chief in 2006
are expected to generate more
than $300 million in revenue, and
more than $40 million in profit.

That would be about one-tenth
of Sony Music’s total revenue and
more than one-quarter of its
overall earnings.

And Sony Music is not alone
among the four major record
companies in moving beyond its
traditional business of prowling
nightclubs to hunt for talent, lur-

ing artists into recording studios
and stamping out compact discs.
The others — the Universal Mu-
sic Group, the Warner Music
Group and EMI Music — are also
taking steps in this direction.

Three years ago, Universal ac-
quired the Sanctuary Group, a
British music company whose
specialties include the merchan-
dising of T-shirts, a business that
the major labels had generally
outsourced. 

In June, EMI Music announced
the latest in a series of overhauls,
saying it was turning itself into a
“comprehensive rights manage-
ment company that can take full
advantage of all global opportuni-
ties in all markets for music,”
though it provided few details of

what it had in mind. Record la-
bels also increasingly manage
artists’ live tours and other as-
pects of their careers.

“Because the music industry
has gone through such a bad
time, if anyone stumbles across
areas for new revenue, they will
all explore it,” said Simon Dyson,
editor of Music & Copyright, a
trade publication.

But Sony has perhaps gone
further than its rivals in moving
beyond its traditional business in
a transformation championed by
Mr. Schmidt-Holtz, a relative out-
sider to the music business.

Amid a broader cost-cutting,
Mr. Schmidt-Holtz pushed aside
several prominent executives
known for their expertise in the

music industry roles, as well as
for their free-spending ways.

“We had to change the stretch-
limo culture that prevailed in
many areas of the music indus-
try,” Mr. Schmidt-Holtz said.

Among Sony Music’s new busi-
nesses, the most lucrative, often
generating more than 30 percent
of the company’s profit, is its re-
lationship with Simon Cowell,
creator of several hit TV shows. 

This year, he and Mr. Schmidt-
Holtz renegotiated their partner-
ship and gave Mr. Cowell greater
latitude to develop new pro-
grams. Some new series under
development include game
shows and other formats that
have little or nothing to do with
music, Mr. Schmidt-Holtz said.

For New Revenue, Sony and Other Labels Reach Far Beyond the Music Business

ances and for more creature com-
forts like air-conditioned shop-
ping malls. 

As a result, China is actually
becoming even less energy effi-
cient. And because most of its en-
ergy is still produced by burning
fossil fuels, China’s emission of
carbon dioxide — a so-called
greenhouse gas — is growing
worse. This past winter and
spring showed the largest six-
month increase in tonnage ever
by a single country. 

Until recently, projections by
both the International Energy
Agency and the Energy Informa-
tion Administration in Washing-
ton had assumed that, even with-
out an international energy
agreement to reduce green-
house-gas emissions, China
would achieve rapid improve-
ments in energy efficiency
through 2020. 

But now China is struggling to
limit emissions even to the “busi-
ness as usual” levels that climate
models assume if the world does
little to address global warming. 

“We really have an arduous
task” even to reach China’s ex-
isting energy-efficiency goals,
said Gao Shixian, an energy offi-
cial at the National Development
and Reform Commission, in a
speech at the Clean Energy Expo
China in late June in Beijing. 

China’s goal has been to re-
duce energy consumption per
unit of economic output by 20
percent this year compared with
2005, and to reduce emissions of
greenhouse gases per unit of eco-
nomic output by 40 to 45 percent
in 2020 compared with 2005.

But even if China can make the
promised improvements, the In-
ternational Energy Agency now
projects that China’s emissions of
energy-related greenhouse gases
will grow more than the rest of

the world’s combined increase by
2020. China, with one-fifth of the
world’s population, is now on
track to represent more than a
quarter of humanity’s energy-re-
lated greenhouse-gas emissions. 

Industry by industry, energy
demand in China is increasing so
fast that the broader efficiency
targets are becoming harder to
hit.

¶Although China has passed
the United States in the average
efficiency of its coal-fired power
plants, demand for electricity is
so voracious that China last year
built new coal-fired plants with a
total capacity greater than all ex-
isting power plants in New York
State. 

¶While China has imposed
lighting efficiency standards on
new buildings and is drafting
similar standards for household
appliances, construction of apart-
ment and office buildings pro-
ceeds at a frenzied pace. And
rural sales of refrigerators, wash-
ing machines and other large
household appliances more than
doubled in the past year in re-
sponse to government subsidies
aimed at helping 700 million
peasants afford modern amen-
ities.

¶As the economy becomes
more reliant on domestic demand
instead of exports, growth is
shifting toward energy-hungry
steel and cement production and
away from light industries like
toys and apparel. 

¶Chinese cars get 40 percent
better gas mileage on average
than American cars because they
tend to be much smaller and have
weaker engines. And China is
drafting regulations that would
require cars within each size cat-
egory to improve their mileage
by 18 percent over the next five
years. But China’s auto market
soared 48 percent in 2009, sur-
passing the American market for
the first time, and car sales are
rising almost as rapidly again
this year. 

One of the newest factors in

China’s energy use has emerged
beyond the planning purview of
policy makers in Beijing, in the
form of labor unrest at factories
across the country.

An older generation of low-
wage migrant workers accepted

hot dormitories and factories
with barely a fan to keep them
cool, one of many reasons Chi-
nese emissions per person are
still a third of American emis-
sions per person. Besides higher
pay, young Chinese are now de-
manding their own 100-square-
foot studio apartments, with air-
conditioning at home and in fac-
tories. Indeed, one of the de-
mands by workers who went on
strike in May at a Honda trans-
mission factory in Foshan was
that the air-conditioning thermo-
stats be set lower. 

Chinese regulations still man-
date that the air-conditioning in
most places be set no cooler than
79 degrees Fahrenheit in the
summer. But upscale shopping
malls have long been exempt
from the thermostat controls and
have maintained much cooler
temperatures through the sum-
mers. Now, as the consumer
economy takes root, those malls
are proliferating in cities across
China. 

Premier Wen acknowledged in
a statement after a cabinet meet-
ing in May that the efficiency
gains had started to reverse and
actually deteriorated by 3.2 per-
cent in the first quarter of this
year. He cited a lack of controls
on energy-intensive industries,
although the economic rebound
from the global financial crisis
may have also played a role.

Global climate discussions, in

pinning hopes on China’s ability
to vastly improve its efficient use
of energy, have tended to cite In-
ternational Energy Agency data
showing that China uses twice as
much energy per dollar of output
as the United States and three
times as much as the European
Union. The implicit assumption is
that China can greatly improve
efficiency because it must still be
relying mainly on wasteful, aging
boilers and outmoded power
plants. 

But David Fridley, a longtime
specialist in China’s energy at the
Lawrence Berkeley National
Laboratory, said that the compar-
ison to the United States and the
European Union was misleading. 

Manufacturing makes up three
times as much of the Chinese
economy as it does the American
economy, and it is energy-inten-
sive. If the United States had
much more manufacturing, Mr.
Fridley said, it would also use
considerably more energy per
dollar of output. 

“China has been trying to grab
the low-lying fruit — to find those
opportunities where increased ef-
ficiency can save money and re-
duce carbon-dioxide emissions,”
said Ken Caldeira, a climate
change specialist at the Carnegie
Institution for Science in Stan-
ford, Calif. “It is starting to look
like it might not be that easy to
find and grab this fruit.”

PHOTOGRAPHS BY CHRISTIE JOHNSTON FOR THE NEW YORK TIMES

The Guangzhou Steel mill in Guangzhou, China, will close its doors in September as part of a government effort to improve energy efficiency in factories. 
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Most of the steel mill’s 6,000 workers will be laid off or pushed into early retirement. 
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China’s energy-related 
emissions of greenhouse gases 
are expected to surge even if a 
national efficiency campaign 
succeeds, as assumed below. 
But Chinese and Western 
experts increasingly worry that 
Chinese emissions may rise 
even faster than shown here.

Source: International 
Energy Agency
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By KEITH BRADSHER

GUANGZHOU, China —
Workers at the vast Guang-
zhou Steel mill here poured
molten metal for the Great
Leap Forward in the late
1950s, fought street battles
during the Cultural Revolu-
tion a decade later and made
many of the steel reinforcing
bars used to build China’s ex-
port factories over the next 30
years. But as part of a na-
tional energy-efficiency man-
date, the historic mill is to be
closed, starting in stages later
this year. 

Government agencies in
Guangdong Province, where
Guangzhou is the capital, por-
tray it as a tough but neces-
sary measure intended to not
only improve energy efficien-
cy but also to reduce toxic air
pollution from the mill.

“Our province is forthright-
ly in step with the national
aim to get rid of outdated pro-
duction capacity,” said a re-
cent statement to announce
the shuttering of the mill.

But closing Guangzhou’s fa-
mous mill may yield only
modest benefits. And it is not
necessarily a triumph of polit-
ical will. Because of heavy in-
vestments in recent years to
upgrade the current mill, it
could meet the national target
of a five-year 20 percent effi-
ciency improvement by the
end of this year, said Yang
Yao Xing, the mill’s general
secretary. 

Moreover, Guangzhou Steel
is building a new mill with al-
most the same capacity in an-
other city to replace the one
here, Mr. Yang said. But it will
use scarcely less energy than
the old one.

That is because the new
mill will do more processing
than the current mill, pro-
ducing top-quality steel suit-
able for cars and appliances
instead of the rough steel bars
now made to reinforce con-
crete. China’s evolving con-
sumer economy demands
more high-quality steel, but
producing it requires extra
steps that require additional
energy.

Elsewhere, provincial and
municipal governments, par-
ticularly small towns with few

other employers, have been
reluctant to close big, state-
owned industrial enterprises
like the one here. Plans last
year to privatize and shrink
two such mills farther north
were postponed after angry
workers beat to death an ex-
ecutive overseeing the sale of
one of them and, at the other
mill, imprisoned an executive
in his office.

But there has been little re-
sistance to closing the mill
here. It will be demolished
partly to reduce pollution and
partly because the city of
Guangzhou has expanded
around it — greatly raising
the value of the riverfront
land under the factory’s tree-

lined lanes, ball fields and
schools for workers and end-
less warehouses and convey-
or belts. 

Mr. Yang said that workers
who lost their jobs would re-
ceive a month’s pay for each
year of service, plus some un-
employment benefits. 

At a diner up the street
from the factory, where a
heaping plate of rice and roast
duck still costs less than $1
and the walls are encrusted
with thick, brown grease, fac-
tory workers voiced remark-
ably few complaints about the
mill’s closing. Workers said
they expected to receive
promised severance because
the factory’s land is so valu-
able and its closing has been
widely announced in state-
run media.

Closing an Old Polluter 
May Not Ease Emissions

A replacement mill will use
more energy to make a
higher-quality steel. 
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By ERIC PFANNER

At an outdoor theater in Berlin
that has played host to U2,
R.E.M. and the Rolling Stones,
Sony Music Entertainment plans
to stage a different kind of show
next month.

Before an expected sellout
crowd of 22,000, three men,
dressed in red, white and blue
jumpsuits, will bound onto the
stage. But instead of belting out a
rock anthem, they will take turns
reading from a children’s detec-
tive novel in the “Three Investi-
gators” mystery series.

The books have a cult following
in Germany, and smaller shows
in other German cities, feeding
on Generation X nostalgia for the
series, sold more than 100,000

tickets last autumn. 
That provides welcome reve-

nue for Sony Music, which, like
other music companies, is scram-
bling to make up for falling com-
pact disc sales. As it does so, it is
broadening the definition of a
record company, embracing busi-
nesses that sometimes have only
a tenuous connection to music.

“Three years ago I said, look,
we are dying, we have to go into
new businesses,” Rolf Schmidt-
Holtz, chief executive of Sony
Music, said in an interview.

Now he is highlighting the
business potential of such initia-
tives in an effort to quiet internal
critics who see Mr. Schmidt-
Holtz, who has a background in
television and magazines, as in-

sufficiently focused on music.
Company officials, who did not

want to be named because the
Sony Corporation does not pub-
lish financial information for
Sony Music, say that in the cur-
rent fiscal year, businesses that
did not exist when Mr. Schmidt-
Holtz took over as chief in 2006
are expected to generate more
than $300 million in revenue, and
more than $40 million in profit.

That would be about one-tenth
of Sony Music’s total revenue and
more than one-quarter of its
overall earnings.

And Sony Music is not alone
among the four major record
companies in moving beyond its
traditional business of prowling
nightclubs to hunt for talent, lur-

ing artists into recording studios
and stamping out compact discs.
The others — the Universal Mu-
sic Group, the Warner Music
Group and EMI Music — are also
taking steps in this direction.

Three years ago, Universal ac-
quired the Sanctuary Group, a
British music company whose
specialties include the merchan-
dising of T-shirts, a business that
the major labels had generally
outsourced. 

In June, EMI Music announced
the latest in a series of overhauls,
saying it was turning itself into a
“comprehensive rights manage-
ment company that can take full
advantage of all global opportuni-
ties in all markets for music,”
though it provided few details of

what it had in mind. Record la-
bels also increasingly manage
artists’ live tours and other as-
pects of their careers.

“Because the music industry
has gone through such a bad
time, if anyone stumbles across
areas for new revenue, they will
all explore it,” said Simon Dyson,
editor of Music & Copyright, a
trade publication.

But Sony has perhaps gone
further than its rivals in moving
beyond its traditional business in
a transformation championed by
Mr. Schmidt-Holtz, a relative out-
sider to the music business.

Amid a broader cost-cutting,
Mr. Schmidt-Holtz pushed aside
several prominent executives
known for their expertise in the

music industry roles, as well as
for their free-spending ways.

“We had to change the stretch-
limo culture that prevailed in
many areas of the music indus-
try,” Mr. Schmidt-Holtz said.

Among Sony Music’s new busi-
nesses, the most lucrative, often
generating more than 30 percent
of the company’s profit, is its re-
lationship with Simon Cowell,
creator of several hit TV shows. 

This year, he and Mr. Schmidt-
Holtz renegotiated their partner-
ship and gave Mr. Cowell greater
latitude to develop new pro-
grams. Some new series under
development include game
shows and other formats that
have little or nothing to do with
music, Mr. Schmidt-Holtz said.

For New Revenue, Sony and Other Labels Reach Far Beyond the Music Business

ances and for more creature com-
forts like air-conditioned shop-
ping malls. 

As a result, China is actually
becoming even less energy effi-
cient. And because most of its en-
ergy is still produced by burning
fossil fuels, China’s emission of
carbon dioxide — a so-called
greenhouse gas — is growing
worse. This past winter and
spring showed the largest six-
month increase in tonnage ever
by a single country. 

Until recently, projections by
both the International Energy
Agency and the Energy Informa-
tion Administration in Washing-
ton had assumed that, even with-
out an international energy
agreement to reduce green-
house-gas emissions, China
would achieve rapid improve-
ments in energy efficiency
through 2020. 

But now China is struggling to
limit emissions even to the “busi-
ness as usual” levels that climate
models assume if the world does
little to address global warming. 

“We really have an arduous
task” even to reach China’s ex-
isting energy-efficiency goals,
said Gao Shixian, an energy offi-
cial at the National Development
and Reform Commission, in a
speech at the Clean Energy Expo
China in late June in Beijing. 

China’s goal has been to re-
duce energy consumption per
unit of economic output by 20
percent this year compared with
2005, and to reduce emissions of
greenhouse gases per unit of eco-
nomic output by 40 to 45 percent
in 2020 compared with 2005.

But even if China can make the
promised improvements, the In-
ternational Energy Agency now
projects that China’s emissions of
energy-related greenhouse gases
will grow more than the rest of

the world’s combined increase by
2020. China, with one-fifth of the
world’s population, is now on
track to represent more than a
quarter of humanity’s energy-re-
lated greenhouse-gas emissions. 

Industry by industry, energy
demand in China is increasing so
fast that the broader efficiency
targets are becoming harder to
hit.

¶Although China has passed
the United States in the average
efficiency of its coal-fired power
plants, demand for electricity is
so voracious that China last year
built new coal-fired plants with a
total capacity greater than all ex-
isting power plants in New York
State. 

¶While China has imposed
lighting efficiency standards on
new buildings and is drafting
similar standards for household
appliances, construction of apart-
ment and office buildings pro-
ceeds at a frenzied pace. And
rural sales of refrigerators, wash-
ing machines and other large
household appliances more than
doubled in the past year in re-
sponse to government subsidies
aimed at helping 700 million
peasants afford modern amen-
ities.

¶As the economy becomes
more reliant on domestic demand
instead of exports, growth is
shifting toward energy-hungry
steel and cement production and
away from light industries like
toys and apparel. 

¶Chinese cars get 40 percent
better gas mileage on average
than American cars because they
tend to be much smaller and have
weaker engines. And China is
drafting regulations that would
require cars within each size cat-
egory to improve their mileage
by 18 percent over the next five
years. But China’s auto market
soared 48 percent in 2009, sur-
passing the American market for
the first time, and car sales are
rising almost as rapidly again
this year. 

One of the newest factors in

China’s energy use has emerged
beyond the planning purview of
policy makers in Beijing, in the
form of labor unrest at factories
across the country.

An older generation of low-
wage migrant workers accepted

hot dormitories and factories
with barely a fan to keep them
cool, one of many reasons Chi-
nese emissions per person are
still a third of American emis-
sions per person. Besides higher
pay, young Chinese are now de-
manding their own 100-square-
foot studio apartments, with air-
conditioning at home and in fac-
tories. Indeed, one of the de-
mands by workers who went on
strike in May at a Honda trans-
mission factory in Foshan was
that the air-conditioning thermo-
stats be set lower. 

Chinese regulations still man-
date that the air-conditioning in
most places be set no cooler than
79 degrees Fahrenheit in the
summer. But upscale shopping
malls have long been exempt
from the thermostat controls and
have maintained much cooler
temperatures through the sum-
mers. Now, as the consumer
economy takes root, those malls
are proliferating in cities across
China. 

Premier Wen acknowledged in
a statement after a cabinet meet-
ing in May that the efficiency
gains had started to reverse and
actually deteriorated by 3.2 per-
cent in the first quarter of this
year. He cited a lack of controls
on energy-intensive industries,
although the economic rebound
from the global financial crisis
may have also played a role.

Global climate discussions, in

pinning hopes on China’s ability
to vastly improve its efficient use
of energy, have tended to cite In-
ternational Energy Agency data
showing that China uses twice as
much energy per dollar of output
as the United States and three
times as much as the European
Union. The implicit assumption is
that China can greatly improve
efficiency because it must still be
relying mainly on wasteful, aging
boilers and outmoded power
plants. 

But David Fridley, a longtime
specialist in China’s energy at the
Lawrence Berkeley National
Laboratory, said that the compar-
ison to the United States and the
European Union was misleading. 

Manufacturing makes up three
times as much of the Chinese
economy as it does the American
economy, and it is energy-inten-
sive. If the United States had
much more manufacturing, Mr.
Fridley said, it would also use
considerably more energy per
dollar of output. 

“China has been trying to grab
the low-lying fruit — to find those
opportunities where increased ef-
ficiency can save money and re-
duce carbon-dioxide emissions,”
said Ken Caldeira, a climate
change specialist at the Carnegie
Institution for Science in Stan-
ford, Calif. “It is starting to look
like it might not be that easy to
find and grab this fruit.”

PHOTOGRAPHS BY CHRISTIE JOHNSTON FOR THE NEW YORK TIMES

The Guangzhou Steel mill in Guangzhou, China, will close its doors in September as part of a government effort to improve energy efficiency in factories. 

China Fears the Warming Effects of Serving a Rising Consumer Class 
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Most of the steel mill’s 6,000 workers will be laid off or pushed into early retirement. 
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China’s energy-related 
emissions of greenhouse gases 
are expected to surge even if a 
national efficiency campaign 
succeeds, as assumed below. 
But Chinese and Western 
experts increasingly worry that 
Chinese emissions may rise 
even faster than shown here.

Source: International 
Energy Agency
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By KEITH BRADSHER

GUANGZHOU, China —
Workers at the vast Guang-
zhou Steel mill here poured
molten metal for the Great
Leap Forward in the late
1950s, fought street battles
during the Cultural Revolu-
tion a decade later and made
many of the steel reinforcing
bars used to build China’s ex-
port factories over the next 30
years. But as part of a na-
tional energy-efficiency man-
date, the historic mill is to be
closed, starting in stages later
this year. 

Government agencies in
Guangdong Province, where
Guangzhou is the capital, por-
tray it as a tough but neces-
sary measure intended to not
only improve energy efficien-
cy but also to reduce toxic air
pollution from the mill.

“Our province is forthright-
ly in step with the national
aim to get rid of outdated pro-
duction capacity,” said a re-
cent statement to announce
the shuttering of the mill.

But closing Guangzhou’s fa-
mous mill may yield only
modest benefits. And it is not
necessarily a triumph of polit-
ical will. Because of heavy in-
vestments in recent years to
upgrade the current mill, it
could meet the national target
of a five-year 20 percent effi-
ciency improvement by the
end of this year, said Yang
Yao Xing, the mill’s general
secretary. 

Moreover, Guangzhou Steel
is building a new mill with al-
most the same capacity in an-
other city to replace the one
here, Mr. Yang said. But it will
use scarcely less energy than
the old one.

That is because the new
mill will do more processing
than the current mill, pro-
ducing top-quality steel suit-
able for cars and appliances
instead of the rough steel bars
now made to reinforce con-
crete. China’s evolving con-
sumer economy demands
more high-quality steel, but
producing it requires extra
steps that require additional
energy.

Elsewhere, provincial and
municipal governments, par-
ticularly small towns with few

other employers, have been
reluctant to close big, state-
owned industrial enterprises
like the one here. Plans last
year to privatize and shrink
two such mills farther north
were postponed after angry
workers beat to death an ex-
ecutive overseeing the sale of
one of them and, at the other
mill, imprisoned an executive
in his office.

But there has been little re-
sistance to closing the mill
here. It will be demolished
partly to reduce pollution and
partly because the city of
Guangzhou has expanded
around it — greatly raising
the value of the riverfront
land under the factory’s tree-

lined lanes, ball fields and
schools for workers and end-
less warehouses and convey-
or belts. 

Mr. Yang said that workers
who lost their jobs would re-
ceive a month’s pay for each
year of service, plus some un-
employment benefits. 

At a diner up the street
from the factory, where a
heaping plate of rice and roast
duck still costs less than $1
and the walls are encrusted
with thick, brown grease, fac-
tory workers voiced remark-
ably few complaints about the
mill’s closing. Workers said
they expected to receive
promised severance because
the factory’s land is so valu-
able and its closing has been
widely announced in state-
run media.

Closing an Old Polluter 
May Not Ease Emissions

A replacement mill will use
more energy to make a
higher-quality steel. 
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By ERIC PFANNER

At an outdoor theater in Berlin
that has played host to U2,
R.E.M. and the Rolling Stones,
Sony Music Entertainment plans
to stage a different kind of show
next month.

Before an expected sellout
crowd of 22,000, three men,
dressed in red, white and blue
jumpsuits, will bound onto the
stage. But instead of belting out a
rock anthem, they will take turns
reading from a children’s detec-
tive novel in the “Three Investi-
gators” mystery series.

The books have a cult following
in Germany, and smaller shows
in other German cities, feeding
on Generation X nostalgia for the
series, sold more than 100,000

tickets last autumn. 
That provides welcome reve-

nue for Sony Music, which, like
other music companies, is scram-
bling to make up for falling com-
pact disc sales. As it does so, it is
broadening the definition of a
record company, embracing busi-
nesses that sometimes have only
a tenuous connection to music.

“Three years ago I said, look,
we are dying, we have to go into
new businesses,” Rolf Schmidt-
Holtz, chief executive of Sony
Music, said in an interview.

Now he is highlighting the
business potential of such initia-
tives in an effort to quiet internal
critics who see Mr. Schmidt-
Holtz, who has a background in
television and magazines, as in-

sufficiently focused on music.
Company officials, who did not

want to be named because the
Sony Corporation does not pub-
lish financial information for
Sony Music, say that in the cur-
rent fiscal year, businesses that
did not exist when Mr. Schmidt-
Holtz took over as chief in 2006
are expected to generate more
than $300 million in revenue, and
more than $40 million in profit.

That would be about one-tenth
of Sony Music’s total revenue and
more than one-quarter of its
overall earnings.

And Sony Music is not alone
among the four major record
companies in moving beyond its
traditional business of prowling
nightclubs to hunt for talent, lur-

ing artists into recording studios
and stamping out compact discs.
The others — the Universal Mu-
sic Group, the Warner Music
Group and EMI Music — are also
taking steps in this direction.

Three years ago, Universal ac-
quired the Sanctuary Group, a
British music company whose
specialties include the merchan-
dising of T-shirts, a business that
the major labels had generally
outsourced. 

In June, EMI Music announced
the latest in a series of overhauls,
saying it was turning itself into a
“comprehensive rights manage-
ment company that can take full
advantage of all global opportuni-
ties in all markets for music,”
though it provided few details of

what it had in mind. Record la-
bels also increasingly manage
artists’ live tours and other as-
pects of their careers.

“Because the music industry
has gone through such a bad
time, if anyone stumbles across
areas for new revenue, they will
all explore it,” said Simon Dyson,
editor of Music & Copyright, a
trade publication.

But Sony has perhaps gone
further than its rivals in moving
beyond its traditional business in
a transformation championed by
Mr. Schmidt-Holtz, a relative out-
sider to the music business.

Amid a broader cost-cutting,
Mr. Schmidt-Holtz pushed aside
several prominent executives
known for their expertise in the

music industry roles, as well as
for their free-spending ways.

“We had to change the stretch-
limo culture that prevailed in
many areas of the music indus-
try,” Mr. Schmidt-Holtz said.

Among Sony Music’s new busi-
nesses, the most lucrative, often
generating more than 30 percent
of the company’s profit, is its re-
lationship with Simon Cowell,
creator of several hit TV shows. 

This year, he and Mr. Schmidt-
Holtz renegotiated their partner-
ship and gave Mr. Cowell greater
latitude to develop new pro-
grams. Some new series under
development include game
shows and other formats that
have little or nothing to do with
music, Mr. Schmidt-Holtz said.

For New Revenue, Sony and Other Labels Reach Far Beyond the Music Business

ances and for more creature com-
forts like air-conditioned shop-
ping malls. 

As a result, China is actually
becoming even less energy effi-
cient. And because most of its en-
ergy is still produced by burning
fossil fuels, China’s emission of
carbon dioxide — a so-called
greenhouse gas — is growing
worse. This past winter and
spring showed the largest six-
month increase in tonnage ever
by a single country. 

Until recently, projections by
both the International Energy
Agency and the Energy Informa-
tion Administration in Washing-
ton had assumed that, even with-
out an international energy
agreement to reduce green-
house-gas emissions, China
would achieve rapid improve-
ments in energy efficiency
through 2020. 

But now China is struggling to
limit emissions even to the “busi-
ness as usual” levels that climate
models assume if the world does
little to address global warming. 

“We really have an arduous
task” even to reach China’s ex-
isting energy-efficiency goals,
said Gao Shixian, an energy offi-
cial at the National Development
and Reform Commission, in a
speech at the Clean Energy Expo
China in late June in Beijing. 

China’s goal has been to re-
duce energy consumption per
unit of economic output by 20
percent this year compared with
2005, and to reduce emissions of
greenhouse gases per unit of eco-
nomic output by 40 to 45 percent
in 2020 compared with 2005.

But even if China can make the
promised improvements, the In-
ternational Energy Agency now
projects that China’s emissions of
energy-related greenhouse gases
will grow more than the rest of

the world’s combined increase by
2020. China, with one-fifth of the
world’s population, is now on
track to represent more than a
quarter of humanity’s energy-re-
lated greenhouse-gas emissions. 

Industry by industry, energy
demand in China is increasing so
fast that the broader efficiency
targets are becoming harder to
hit.

¶Although China has passed
the United States in the average
efficiency of its coal-fired power
plants, demand for electricity is
so voracious that China last year
built new coal-fired plants with a
total capacity greater than all ex-
isting power plants in New York
State. 

¶While China has imposed
lighting efficiency standards on
new buildings and is drafting
similar standards for household
appliances, construction of apart-
ment and office buildings pro-
ceeds at a frenzied pace. And
rural sales of refrigerators, wash-
ing machines and other large
household appliances more than
doubled in the past year in re-
sponse to government subsidies
aimed at helping 700 million
peasants afford modern amen-
ities.

¶As the economy becomes
more reliant on domestic demand
instead of exports, growth is
shifting toward energy-hungry
steel and cement production and
away from light industries like
toys and apparel. 

¶Chinese cars get 40 percent
better gas mileage on average
than American cars because they
tend to be much smaller and have
weaker engines. And China is
drafting regulations that would
require cars within each size cat-
egory to improve their mileage
by 18 percent over the next five
years. But China’s auto market
soared 48 percent in 2009, sur-
passing the American market for
the first time, and car sales are
rising almost as rapidly again
this year. 

One of the newest factors in

China’s energy use has emerged
beyond the planning purview of
policy makers in Beijing, in the
form of labor unrest at factories
across the country.

An older generation of low-
wage migrant workers accepted

hot dormitories and factories
with barely a fan to keep them
cool, one of many reasons Chi-
nese emissions per person are
still a third of American emis-
sions per person. Besides higher
pay, young Chinese are now de-
manding their own 100-square-
foot studio apartments, with air-
conditioning at home and in fac-
tories. Indeed, one of the de-
mands by workers who went on
strike in May at a Honda trans-
mission factory in Foshan was
that the air-conditioning thermo-
stats be set lower. 

Chinese regulations still man-
date that the air-conditioning in
most places be set no cooler than
79 degrees Fahrenheit in the
summer. But upscale shopping
malls have long been exempt
from the thermostat controls and
have maintained much cooler
temperatures through the sum-
mers. Now, as the consumer
economy takes root, those malls
are proliferating in cities across
China. 

Premier Wen acknowledged in
a statement after a cabinet meet-
ing in May that the efficiency
gains had started to reverse and
actually deteriorated by 3.2 per-
cent in the first quarter of this
year. He cited a lack of controls
on energy-intensive industries,
although the economic rebound
from the global financial crisis
may have also played a role.

Global climate discussions, in

pinning hopes on China’s ability
to vastly improve its efficient use
of energy, have tended to cite In-
ternational Energy Agency data
showing that China uses twice as
much energy per dollar of output
as the United States and three
times as much as the European
Union. The implicit assumption is
that China can greatly improve
efficiency because it must still be
relying mainly on wasteful, aging
boilers and outmoded power
plants. 

But David Fridley, a longtime
specialist in China’s energy at the
Lawrence Berkeley National
Laboratory, said that the compar-
ison to the United States and the
European Union was misleading. 

Manufacturing makes up three
times as much of the Chinese
economy as it does the American
economy, and it is energy-inten-
sive. If the United States had
much more manufacturing, Mr.
Fridley said, it would also use
considerably more energy per
dollar of output. 

“China has been trying to grab
the low-lying fruit — to find those
opportunities where increased ef-
ficiency can save money and re-
duce carbon-dioxide emissions,”
said Ken Caldeira, a climate
change specialist at the Carnegie
Institution for Science in Stan-
ford, Calif. “It is starting to look
like it might not be that easy to
find and grab this fruit.”

PHOTOGRAPHS BY CHRISTIE JOHNSTON FOR THE NEW YORK TIMES

The Guangzhou Steel mill in Guangzhou, China, will close its doors in September as part of a government effort to improve energy efficiency in factories. 

China Fears the Warming Effects of Serving a Rising Consumer Class 
From Page A1

Most of the steel mill’s 6,000 workers will be laid off or pushed into early retirement. 

More Emissions
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China’s energy-related 
emissions of greenhouse gases 
are expected to surge even if a 
national efficiency campaign 
succeeds, as assumed below. 
But Chinese and Western 
experts increasingly worry that 
Chinese emissions may rise 
even faster than shown here.

Source: International 
Energy Agency
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By KEITH BRADSHER

GUANGZHOU, China —
Workers at the vast Guang-
zhou Steel mill here poured
molten metal for the Great
Leap Forward in the late
1950s, fought street battles
during the Cultural Revolu-
tion a decade later and made
many of the steel reinforcing
bars used to build China’s ex-
port factories over the next 30
years. But as part of a na-
tional energy-efficiency man-
date, the historic mill is to be
closed, starting in stages later
this year. 

Government agencies in
Guangdong Province, where
Guangzhou is the capital, por-
tray it as a tough but neces-
sary measure intended to not
only improve energy efficien-
cy but also to reduce toxic air
pollution from the mill.

“Our province is forthright-
ly in step with the national
aim to get rid of outdated pro-
duction capacity,” said a re-
cent statement to announce
the shuttering of the mill.

But closing Guangzhou’s fa-
mous mill may yield only
modest benefits. And it is not
necessarily a triumph of polit-
ical will. Because of heavy in-
vestments in recent years to
upgrade the current mill, it
could meet the national target
of a five-year 20 percent effi-
ciency improvement by the
end of this year, said Yang
Yao Xing, the mill’s general
secretary. 

Moreover, Guangzhou Steel
is building a new mill with al-
most the same capacity in an-
other city to replace the one
here, Mr. Yang said. But it will
use scarcely less energy than
the old one.

That is because the new
mill will do more processing
than the current mill, pro-
ducing top-quality steel suit-
able for cars and appliances
instead of the rough steel bars
now made to reinforce con-
crete. China’s evolving con-
sumer economy demands
more high-quality steel, but
producing it requires extra
steps that require additional
energy.

Elsewhere, provincial and
municipal governments, par-
ticularly small towns with few

other employers, have been
reluctant to close big, state-
owned industrial enterprises
like the one here. Plans last
year to privatize and shrink
two such mills farther north
were postponed after angry
workers beat to death an ex-
ecutive overseeing the sale of
one of them and, at the other
mill, imprisoned an executive
in his office.

But there has been little re-
sistance to closing the mill
here. It will be demolished
partly to reduce pollution and
partly because the city of
Guangzhou has expanded
around it — greatly raising
the value of the riverfront
land under the factory’s tree-

lined lanes, ball fields and
schools for workers and end-
less warehouses and convey-
or belts. 

Mr. Yang said that workers
who lost their jobs would re-
ceive a month’s pay for each
year of service, plus some un-
employment benefits. 

At a diner up the street
from the factory, where a
heaping plate of rice and roast
duck still costs less than $1
and the walls are encrusted
with thick, brown grease, fac-
tory workers voiced remark-
ably few complaints about the
mill’s closing. Workers said
they expected to receive
promised severance because
the factory’s land is so valu-
able and its closing has been
widely announced in state-
run media.

Closing an Old Polluter 
May Not Ease Emissions

A replacement mill will use
more energy to make a
higher-quality steel. 
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By ERIC PFANNER

At an outdoor theater in Berlin
that has played host to U2,
R.E.M. and the Rolling Stones,
Sony Music Entertainment plans
to stage a different kind of show
next month.

Before an expected sellout
crowd of 22,000, three men,
dressed in red, white and blue
jumpsuits, will bound onto the
stage. But instead of belting out a
rock anthem, they will take turns
reading from a children’s detec-
tive novel in the “Three Investi-
gators” mystery series.

The books have a cult following
in Germany, and smaller shows
in other German cities, feeding
on Generation X nostalgia for the
series, sold more than 100,000

tickets last autumn. 
That provides welcome reve-

nue for Sony Music, which, like
other music companies, is scram-
bling to make up for falling com-
pact disc sales. As it does so, it is
broadening the definition of a
record company, embracing busi-
nesses that sometimes have only
a tenuous connection to music.

“Three years ago I said, look,
we are dying, we have to go into
new businesses,” Rolf Schmidt-
Holtz, chief executive of Sony
Music, said in an interview.

Now he is highlighting the
business potential of such initia-
tives in an effort to quiet internal
critics who see Mr. Schmidt-
Holtz, who has a background in
television and magazines, as in-

sufficiently focused on music.
Company officials, who did not

want to be named because the
Sony Corporation does not pub-
lish financial information for
Sony Music, say that in the cur-
rent fiscal year, businesses that
did not exist when Mr. Schmidt-
Holtz took over as chief in 2006
are expected to generate more
than $300 million in revenue, and
more than $40 million in profit.

That would be about one-tenth
of Sony Music’s total revenue and
more than one-quarter of its
overall earnings.

And Sony Music is not alone
among the four major record
companies in moving beyond its
traditional business of prowling
nightclubs to hunt for talent, lur-

ing artists into recording studios
and stamping out compact discs.
The others — the Universal Mu-
sic Group, the Warner Music
Group and EMI Music — are also
taking steps in this direction.

Three years ago, Universal ac-
quired the Sanctuary Group, a
British music company whose
specialties include the merchan-
dising of T-shirts, a business that
the major labels had generally
outsourced. 

In June, EMI Music announced
the latest in a series of overhauls,
saying it was turning itself into a
“comprehensive rights manage-
ment company that can take full
advantage of all global opportuni-
ties in all markets for music,”
though it provided few details of

what it had in mind. Record la-
bels also increasingly manage
artists’ live tours and other as-
pects of their careers.

“Because the music industry
has gone through such a bad
time, if anyone stumbles across
areas for new revenue, they will
all explore it,” said Simon Dyson,
editor of Music & Copyright, a
trade publication.

But Sony has perhaps gone
further than its rivals in moving
beyond its traditional business in
a transformation championed by
Mr. Schmidt-Holtz, a relative out-
sider to the music business.

Amid a broader cost-cutting,
Mr. Schmidt-Holtz pushed aside
several prominent executives
known for their expertise in the

music industry roles, as well as
for their free-spending ways.

“We had to change the stretch-
limo culture that prevailed in
many areas of the music indus-
try,” Mr. Schmidt-Holtz said.

Among Sony Music’s new busi-
nesses, the most lucrative, often
generating more than 30 percent
of the company’s profit, is its re-
lationship with Simon Cowell,
creator of several hit TV shows. 

This year, he and Mr. Schmidt-
Holtz renegotiated their partner-
ship and gave Mr. Cowell greater
latitude to develop new pro-
grams. Some new series under
development include game
shows and other formats that
have little or nothing to do with
music, Mr. Schmidt-Holtz said.

For New Revenue, Sony and Other Labels Reach Far Beyond the Music Business

ances and for more creature com-
forts like air-conditioned shop-
ping malls. 

As a result, China is actually
becoming even less energy effi-
cient. And because most of its en-
ergy is still produced by burning
fossil fuels, China’s emission of
carbon dioxide — a so-called
greenhouse gas — is growing
worse. This past winter and
spring showed the largest six-
month increase in tonnage ever
by a single country. 

Until recently, projections by
both the International Energy
Agency and the Energy Informa-
tion Administration in Washing-
ton had assumed that, even with-
out an international energy
agreement to reduce green-
house-gas emissions, China
would achieve rapid improve-
ments in energy efficiency
through 2020. 

But now China is struggling to
limit emissions even to the “busi-
ness as usual” levels that climate
models assume if the world does
little to address global warming. 

“We really have an arduous
task” even to reach China’s ex-
isting energy-efficiency goals,
said Gao Shixian, an energy offi-
cial at the National Development
and Reform Commission, in a
speech at the Clean Energy Expo
China in late June in Beijing. 

China’s goal has been to re-
duce energy consumption per
unit of economic output by 20
percent this year compared with
2005, and to reduce emissions of
greenhouse gases per unit of eco-
nomic output by 40 to 45 percent
in 2020 compared with 2005.

But even if China can make the
promised improvements, the In-
ternational Energy Agency now
projects that China’s emissions of
energy-related greenhouse gases
will grow more than the rest of

the world’s combined increase by
2020. China, with one-fifth of the
world’s population, is now on
track to represent more than a
quarter of humanity’s energy-re-
lated greenhouse-gas emissions. 

Industry by industry, energy
demand in China is increasing so
fast that the broader efficiency
targets are becoming harder to
hit.

¶Although China has passed
the United States in the average
efficiency of its coal-fired power
plants, demand for electricity is
so voracious that China last year
built new coal-fired plants with a
total capacity greater than all ex-
isting power plants in New York
State. 

¶While China has imposed
lighting efficiency standards on
new buildings and is drafting
similar standards for household
appliances, construction of apart-
ment and office buildings pro-
ceeds at a frenzied pace. And
rural sales of refrigerators, wash-
ing machines and other large
household appliances more than
doubled in the past year in re-
sponse to government subsidies
aimed at helping 700 million
peasants afford modern amen-
ities.

¶As the economy becomes
more reliant on domestic demand
instead of exports, growth is
shifting toward energy-hungry
steel and cement production and
away from light industries like
toys and apparel. 

¶Chinese cars get 40 percent
better gas mileage on average
than American cars because they
tend to be much smaller and have
weaker engines. And China is
drafting regulations that would
require cars within each size cat-
egory to improve their mileage
by 18 percent over the next five
years. But China’s auto market
soared 48 percent in 2009, sur-
passing the American market for
the first time, and car sales are
rising almost as rapidly again
this year. 

One of the newest factors in

China’s energy use has emerged
beyond the planning purview of
policy makers in Beijing, in the
form of labor unrest at factories
across the country.

An older generation of low-
wage migrant workers accepted

hot dormitories and factories
with barely a fan to keep them
cool, one of many reasons Chi-
nese emissions per person are
still a third of American emis-
sions per person. Besides higher
pay, young Chinese are now de-
manding their own 100-square-
foot studio apartments, with air-
conditioning at home and in fac-
tories. Indeed, one of the de-
mands by workers who went on
strike in May at a Honda trans-
mission factory in Foshan was
that the air-conditioning thermo-
stats be set lower. 

Chinese regulations still man-
date that the air-conditioning in
most places be set no cooler than
79 degrees Fahrenheit in the
summer. But upscale shopping
malls have long been exempt
from the thermostat controls and
have maintained much cooler
temperatures through the sum-
mers. Now, as the consumer
economy takes root, those malls
are proliferating in cities across
China. 

Premier Wen acknowledged in
a statement after a cabinet meet-
ing in May that the efficiency
gains had started to reverse and
actually deteriorated by 3.2 per-
cent in the first quarter of this
year. He cited a lack of controls
on energy-intensive industries,
although the economic rebound
from the global financial crisis
may have also played a role.

Global climate discussions, in

pinning hopes on China’s ability
to vastly improve its efficient use
of energy, have tended to cite In-
ternational Energy Agency data
showing that China uses twice as
much energy per dollar of output
as the United States and three
times as much as the European
Union. The implicit assumption is
that China can greatly improve
efficiency because it must still be
relying mainly on wasteful, aging
boilers and outmoded power
plants. 

But David Fridley, a longtime
specialist in China’s energy at the
Lawrence Berkeley National
Laboratory, said that the compar-
ison to the United States and the
European Union was misleading. 

Manufacturing makes up three
times as much of the Chinese
economy as it does the American
economy, and it is energy-inten-
sive. If the United States had
much more manufacturing, Mr.
Fridley said, it would also use
considerably more energy per
dollar of output. 

“China has been trying to grab
the low-lying fruit — to find those
opportunities where increased ef-
ficiency can save money and re-
duce carbon-dioxide emissions,”
said Ken Caldeira, a climate
change specialist at the Carnegie
Institution for Science in Stan-
ford, Calif. “It is starting to look
like it might not be that easy to
find and grab this fruit.”

PHOTOGRAPHS BY CHRISTIE JOHNSTON FOR THE NEW YORK TIMES

The Guangzhou Steel mill in Guangzhou, China, will close its doors in September as part of a government effort to improve energy efficiency in factories. 

China Fears the Warming Effects of Serving a Rising Consumer Class 
From Page A1

Most of the steel mill’s 6,000 workers will be laid off or pushed into early retirement. 

More Emissions
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China’s energy-related 
emissions of greenhouse gases 
are expected to surge even if a 
national efficiency campaign 
succeeds, as assumed below. 
But Chinese and Western 
experts increasingly worry that 
Chinese emissions may rise 
even faster than shown here.

Source: International 
Energy Agency
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By KEITH BRADSHER

GUANGZHOU, China —
Workers at the vast Guang-
zhou Steel mill here poured
molten metal for the Great
Leap Forward in the late
1950s, fought street battles
during the Cultural Revolu-
tion a decade later and made
many of the steel reinforcing
bars used to build China’s ex-
port factories over the next 30
years. But as part of a na-
tional energy-efficiency man-
date, the historic mill is to be
closed, starting in stages later
this year. 

Government agencies in
Guangdong Province, where
Guangzhou is the capital, por-
tray it as a tough but neces-
sary measure intended to not
only improve energy efficien-
cy but also to reduce toxic air
pollution from the mill.

“Our province is forthright-
ly in step with the national
aim to get rid of outdated pro-
duction capacity,” said a re-
cent statement to announce
the shuttering of the mill.

But closing Guangzhou’s fa-
mous mill may yield only
modest benefits. And it is not
necessarily a triumph of polit-
ical will. Because of heavy in-
vestments in recent years to
upgrade the current mill, it
could meet the national target
of a five-year 20 percent effi-
ciency improvement by the
end of this year, said Yang
Yao Xing, the mill’s general
secretary. 

Moreover, Guangzhou Steel
is building a new mill with al-
most the same capacity in an-
other city to replace the one
here, Mr. Yang said. But it will
use scarcely less energy than
the old one.

That is because the new
mill will do more processing
than the current mill, pro-
ducing top-quality steel suit-
able for cars and appliances
instead of the rough steel bars
now made to reinforce con-
crete. China’s evolving con-
sumer economy demands
more high-quality steel, but
producing it requires extra
steps that require additional
energy.

Elsewhere, provincial and
municipal governments, par-
ticularly small towns with few

other employers, have been
reluctant to close big, state-
owned industrial enterprises
like the one here. Plans last
year to privatize and shrink
two such mills farther north
were postponed after angry
workers beat to death an ex-
ecutive overseeing the sale of
one of them and, at the other
mill, imprisoned an executive
in his office.

But there has been little re-
sistance to closing the mill
here. It will be demolished
partly to reduce pollution and
partly because the city of
Guangzhou has expanded
around it — greatly raising
the value of the riverfront
land under the factory’s tree-

lined lanes, ball fields and
schools for workers and end-
less warehouses and convey-
or belts. 

Mr. Yang said that workers
who lost their jobs would re-
ceive a month’s pay for each
year of service, plus some un-
employment benefits. 

At a diner up the street
from the factory, where a
heaping plate of rice and roast
duck still costs less than $1
and the walls are encrusted
with thick, brown grease, fac-
tory workers voiced remark-
ably few complaints about the
mill’s closing. Workers said
they expected to receive
promised severance because
the factory’s land is so valu-
able and its closing has been
widely announced in state-
run media.

Closing an Old Polluter 
May Not Ease Emissions

A replacement mill will use
more energy to make a
higher-quality steel. 
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By ERIC PFANNER

At an outdoor theater in Berlin
that has played host to U2,
R.E.M. and the Rolling Stones,
Sony Music Entertainment plans
to stage a different kind of show
next month.

Before an expected sellout
crowd of 22,000, three men,
dressed in red, white and blue
jumpsuits, will bound onto the
stage. But instead of belting out a
rock anthem, they will take turns
reading from a children’s detec-
tive novel in the “Three Investi-
gators” mystery series.

The books have a cult following
in Germany, and smaller shows
in other German cities, feeding
on Generation X nostalgia for the
series, sold more than 100,000

tickets last autumn. 
That provides welcome reve-

nue for Sony Music, which, like
other music companies, is scram-
bling to make up for falling com-
pact disc sales. As it does so, it is
broadening the definition of a
record company, embracing busi-
nesses that sometimes have only
a tenuous connection to music.

“Three years ago I said, look,
we are dying, we have to go into
new businesses,” Rolf Schmidt-
Holtz, chief executive of Sony
Music, said in an interview.

Now he is highlighting the
business potential of such initia-
tives in an effort to quiet internal
critics who see Mr. Schmidt-
Holtz, who has a background in
television and magazines, as in-

sufficiently focused on music.
Company officials, who did not

want to be named because the
Sony Corporation does not pub-
lish financial information for
Sony Music, say that in the cur-
rent fiscal year, businesses that
did not exist when Mr. Schmidt-
Holtz took over as chief in 2006
are expected to generate more
than $300 million in revenue, and
more than $40 million in profit.

That would be about one-tenth
of Sony Music’s total revenue and
more than one-quarter of its
overall earnings.

And Sony Music is not alone
among the four major record
companies in moving beyond its
traditional business of prowling
nightclubs to hunt for talent, lur-

ing artists into recording studios
and stamping out compact discs.
The others — the Universal Mu-
sic Group, the Warner Music
Group and EMI Music — are also
taking steps in this direction.

Three years ago, Universal ac-
quired the Sanctuary Group, a
British music company whose
specialties include the merchan-
dising of T-shirts, a business that
the major labels had generally
outsourced. 

In June, EMI Music announced
the latest in a series of overhauls,
saying it was turning itself into a
“comprehensive rights manage-
ment company that can take full
advantage of all global opportuni-
ties in all markets for music,”
though it provided few details of

what it had in mind. Record la-
bels also increasingly manage
artists’ live tours and other as-
pects of their careers.

“Because the music industry
has gone through such a bad
time, if anyone stumbles across
areas for new revenue, they will
all explore it,” said Simon Dyson,
editor of Music & Copyright, a
trade publication.

But Sony has perhaps gone
further than its rivals in moving
beyond its traditional business in
a transformation championed by
Mr. Schmidt-Holtz, a relative out-
sider to the music business.

Amid a broader cost-cutting,
Mr. Schmidt-Holtz pushed aside
several prominent executives
known for their expertise in the

music industry roles, as well as
for their free-spending ways.

“We had to change the stretch-
limo culture that prevailed in
many areas of the music indus-
try,” Mr. Schmidt-Holtz said.

Among Sony Music’s new busi-
nesses, the most lucrative, often
generating more than 30 percent
of the company’s profit, is its re-
lationship with Simon Cowell,
creator of several hit TV shows. 

This year, he and Mr. Schmidt-
Holtz renegotiated their partner-
ship and gave Mr. Cowell greater
latitude to develop new pro-
grams. Some new series under
development include game
shows and other formats that
have little or nothing to do with
music, Mr. Schmidt-Holtz said.

For New Revenue, Sony and Other Labels Reach Far Beyond the Music Business

ances and for more creature com-
forts like air-conditioned shop-
ping malls. 

As a result, China is actually
becoming even less energy effi-
cient. And because most of its en-
ergy is still produced by burning
fossil fuels, China’s emission of
carbon dioxide — a so-called
greenhouse gas — is growing
worse. This past winter and
spring showed the largest six-
month increase in tonnage ever
by a single country. 

Until recently, projections by
both the International Energy
Agency and the Energy Informa-
tion Administration in Washing-
ton had assumed that, even with-
out an international energy
agreement to reduce green-
house-gas emissions, China
would achieve rapid improve-
ments in energy efficiency
through 2020. 

But now China is struggling to
limit emissions even to the “busi-
ness as usual” levels that climate
models assume if the world does
little to address global warming. 

“We really have an arduous
task” even to reach China’s ex-
isting energy-efficiency goals,
said Gao Shixian, an energy offi-
cial at the National Development
and Reform Commission, in a
speech at the Clean Energy Expo
China in late June in Beijing. 

China’s goal has been to re-
duce energy consumption per
unit of economic output by 20
percent this year compared with
2005, and to reduce emissions of
greenhouse gases per unit of eco-
nomic output by 40 to 45 percent
in 2020 compared with 2005.

But even if China can make the
promised improvements, the In-
ternational Energy Agency now
projects that China’s emissions of
energy-related greenhouse gases
will grow more than the rest of

the world’s combined increase by
2020. China, with one-fifth of the
world’s population, is now on
track to represent more than a
quarter of humanity’s energy-re-
lated greenhouse-gas emissions. 

Industry by industry, energy
demand in China is increasing so
fast that the broader efficiency
targets are becoming harder to
hit.

¶Although China has passed
the United States in the average
efficiency of its coal-fired power
plants, demand for electricity is
so voracious that China last year
built new coal-fired plants with a
total capacity greater than all ex-
isting power plants in New York
State. 

¶While China has imposed
lighting efficiency standards on
new buildings and is drafting
similar standards for household
appliances, construction of apart-
ment and office buildings pro-
ceeds at a frenzied pace. And
rural sales of refrigerators, wash-
ing machines and other large
household appliances more than
doubled in the past year in re-
sponse to government subsidies
aimed at helping 700 million
peasants afford modern amen-
ities.

¶As the economy becomes
more reliant on domestic demand
instead of exports, growth is
shifting toward energy-hungry
steel and cement production and
away from light industries like
toys and apparel. 

¶Chinese cars get 40 percent
better gas mileage on average
than American cars because they
tend to be much smaller and have
weaker engines. And China is
drafting regulations that would
require cars within each size cat-
egory to improve their mileage
by 18 percent over the next five
years. But China’s auto market
soared 48 percent in 2009, sur-
passing the American market for
the first time, and car sales are
rising almost as rapidly again
this year. 

One of the newest factors in

China’s energy use has emerged
beyond the planning purview of
policy makers in Beijing, in the
form of labor unrest at factories
across the country.

An older generation of low-
wage migrant workers accepted

hot dormitories and factories
with barely a fan to keep them
cool, one of many reasons Chi-
nese emissions per person are
still a third of American emis-
sions per person. Besides higher
pay, young Chinese are now de-
manding their own 100-square-
foot studio apartments, with air-
conditioning at home and in fac-
tories. Indeed, one of the de-
mands by workers who went on
strike in May at a Honda trans-
mission factory in Foshan was
that the air-conditioning thermo-
stats be set lower. 

Chinese regulations still man-
date that the air-conditioning in
most places be set no cooler than
79 degrees Fahrenheit in the
summer. But upscale shopping
malls have long been exempt
from the thermostat controls and
have maintained much cooler
temperatures through the sum-
mers. Now, as the consumer
economy takes root, those malls
are proliferating in cities across
China. 

Premier Wen acknowledged in
a statement after a cabinet meet-
ing in May that the efficiency
gains had started to reverse and
actually deteriorated by 3.2 per-
cent in the first quarter of this
year. He cited a lack of controls
on energy-intensive industries,
although the economic rebound
from the global financial crisis
may have also played a role.

Global climate discussions, in

pinning hopes on China’s ability
to vastly improve its efficient use
of energy, have tended to cite In-
ternational Energy Agency data
showing that China uses twice as
much energy per dollar of output
as the United States and three
times as much as the European
Union. The implicit assumption is
that China can greatly improve
efficiency because it must still be
relying mainly on wasteful, aging
boilers and outmoded power
plants. 

But David Fridley, a longtime
specialist in China’s energy at the
Lawrence Berkeley National
Laboratory, said that the compar-
ison to the United States and the
European Union was misleading. 

Manufacturing makes up three
times as much of the Chinese
economy as it does the American
economy, and it is energy-inten-
sive. If the United States had
much more manufacturing, Mr.
Fridley said, it would also use
considerably more energy per
dollar of output. 

“China has been trying to grab
the low-lying fruit — to find those
opportunities where increased ef-
ficiency can save money and re-
duce carbon-dioxide emissions,”
said Ken Caldeira, a climate
change specialist at the Carnegie
Institution for Science in Stan-
ford, Calif. “It is starting to look
like it might not be that easy to
find and grab this fruit.”

PHOTOGRAPHS BY CHRISTIE JOHNSTON FOR THE NEW YORK TIMES

The Guangzhou Steel mill in Guangzhou, China, will close its doors in September as part of a government effort to improve energy efficiency in factories. 

China Fears the Warming Effects of Serving a Rising Consumer Class 
From Page A1

Most of the steel mill’s 6,000 workers will be laid off or pushed into early retirement. 

More Emissions
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China’s energy-related 
emissions of greenhouse gases 
are expected to surge even if a 
national efficiency campaign 
succeeds, as assumed below. 
But Chinese and Western 
experts increasingly worry that 
Chinese emissions may rise 
even faster than shown here.

Source: International 
Energy Agency
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By KEITH BRADSHER

GUANGZHOU, China —
Workers at the vast Guang-
zhou Steel mill here poured
molten metal for the Great
Leap Forward in the late
1950s, fought street battles
during the Cultural Revolu-
tion a decade later and made
many of the steel reinforcing
bars used to build China’s ex-
port factories over the next 30
years. But as part of a na-
tional energy-efficiency man-
date, the historic mill is to be
closed, starting in stages later
this year. 

Government agencies in
Guangdong Province, where
Guangzhou is the capital, por-
tray it as a tough but neces-
sary measure intended to not
only improve energy efficien-
cy but also to reduce toxic air
pollution from the mill.

“Our province is forthright-
ly in step with the national
aim to get rid of outdated pro-
duction capacity,” said a re-
cent statement to announce
the shuttering of the mill.

But closing Guangzhou’s fa-
mous mill may yield only
modest benefits. And it is not
necessarily a triumph of polit-
ical will. Because of heavy in-
vestments in recent years to
upgrade the current mill, it
could meet the national target
of a five-year 20 percent effi-
ciency improvement by the
end of this year, said Yang
Yao Xing, the mill’s general
secretary. 

Moreover, Guangzhou Steel
is building a new mill with al-
most the same capacity in an-
other city to replace the one
here, Mr. Yang said. But it will
use scarcely less energy than
the old one.

That is because the new
mill will do more processing
than the current mill, pro-
ducing top-quality steel suit-
able for cars and appliances
instead of the rough steel bars
now made to reinforce con-
crete. China’s evolving con-
sumer economy demands
more high-quality steel, but
producing it requires extra
steps that require additional
energy.

Elsewhere, provincial and
municipal governments, par-
ticularly small towns with few

other employers, have been
reluctant to close big, state-
owned industrial enterprises
like the one here. Plans last
year to privatize and shrink
two such mills farther north
were postponed after angry
workers beat to death an ex-
ecutive overseeing the sale of
one of them and, at the other
mill, imprisoned an executive
in his office.

But there has been little re-
sistance to closing the mill
here. It will be demolished
partly to reduce pollution and
partly because the city of
Guangzhou has expanded
around it — greatly raising
the value of the riverfront
land under the factory’s tree-

lined lanes, ball fields and
schools for workers and end-
less warehouses and convey-
or belts. 

Mr. Yang said that workers
who lost their jobs would re-
ceive a month’s pay for each
year of service, plus some un-
employment benefits. 

At a diner up the street
from the factory, where a
heaping plate of rice and roast
duck still costs less than $1
and the walls are encrusted
with thick, brown grease, fac-
tory workers voiced remark-
ably few complaints about the
mill’s closing. Workers said
they expected to receive
promised severance because
the factory’s land is so valu-
able and its closing has been
widely announced in state-
run media.

Closing an Old Polluter 
May Not Ease Emissions

A replacement mill will use
more energy to make a
higher-quality steel. 
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By ERIC PFANNER

At an outdoor theater in Berlin
that has played host to U2,
R.E.M. and the Rolling Stones,
Sony Music Entertainment plans
to stage a different kind of show
next month.

Before an expected sellout
crowd of 22,000, three men,
dressed in red, white and blue
jumpsuits, will bound onto the
stage. But instead of belting out a
rock anthem, they will take turns
reading from a children’s detec-
tive novel in the “Three Investi-
gators” mystery series.

The books have a cult following
in Germany, and smaller shows
in other German cities, feeding
on Generation X nostalgia for the
series, sold more than 100,000

tickets last autumn. 
That provides welcome reve-

nue for Sony Music, which, like
other music companies, is scram-
bling to make up for falling com-
pact disc sales. As it does so, it is
broadening the definition of a
record company, embracing busi-
nesses that sometimes have only
a tenuous connection to music.

“Three years ago I said, look,
we are dying, we have to go into
new businesses,” Rolf Schmidt-
Holtz, chief executive of Sony
Music, said in an interview.

Now he is highlighting the
business potential of such initia-
tives in an effort to quiet internal
critics who see Mr. Schmidt-
Holtz, who has a background in
television and magazines, as in-

sufficiently focused on music.
Company officials, who did not

want to be named because the
Sony Corporation does not pub-
lish financial information for
Sony Music, say that in the cur-
rent fiscal year, businesses that
did not exist when Mr. Schmidt-
Holtz took over as chief in 2006
are expected to generate more
than $300 million in revenue, and
more than $40 million in profit.

That would be about one-tenth
of Sony Music’s total revenue and
more than one-quarter of its
overall earnings.

And Sony Music is not alone
among the four major record
companies in moving beyond its
traditional business of prowling
nightclubs to hunt for talent, lur-

ing artists into recording studios
and stamping out compact discs.
The others — the Universal Mu-
sic Group, the Warner Music
Group and EMI Music — are also
taking steps in this direction.

Three years ago, Universal ac-
quired the Sanctuary Group, a
British music company whose
specialties include the merchan-
dising of T-shirts, a business that
the major labels had generally
outsourced. 

In June, EMI Music announced
the latest in a series of overhauls,
saying it was turning itself into a
“comprehensive rights manage-
ment company that can take full
advantage of all global opportuni-
ties in all markets for music,”
though it provided few details of

what it had in mind. Record la-
bels also increasingly manage
artists’ live tours and other as-
pects of their careers.

“Because the music industry
has gone through such a bad
time, if anyone stumbles across
areas for new revenue, they will
all explore it,” said Simon Dyson,
editor of Music & Copyright, a
trade publication.

But Sony has perhaps gone
further than its rivals in moving
beyond its traditional business in
a transformation championed by
Mr. Schmidt-Holtz, a relative out-
sider to the music business.

Amid a broader cost-cutting,
Mr. Schmidt-Holtz pushed aside
several prominent executives
known for their expertise in the

music industry roles, as well as
for their free-spending ways.

“We had to change the stretch-
limo culture that prevailed in
many areas of the music indus-
try,” Mr. Schmidt-Holtz said.

Among Sony Music’s new busi-
nesses, the most lucrative, often
generating more than 30 percent
of the company’s profit, is its re-
lationship with Simon Cowell,
creator of several hit TV shows. 

This year, he and Mr. Schmidt-
Holtz renegotiated their partner-
ship and gave Mr. Cowell greater
latitude to develop new pro-
grams. Some new series under
development include game
shows and other formats that
have little or nothing to do with
music, Mr. Schmidt-Holtz said.

For New Revenue, Sony and Other Labels Reach Far Beyond the Music Business

ances and for more creature com-
forts like air-conditioned shop-
ping malls. 

As a result, China is actually
becoming even less energy effi-
cient. And because most of its en-
ergy is still produced by burning
fossil fuels, China’s emission of
carbon dioxide — a so-called
greenhouse gas — is growing
worse. This past winter and
spring showed the largest six-
month increase in tonnage ever
by a single country. 

Until recently, projections by
both the International Energy
Agency and the Energy Informa-
tion Administration in Washing-
ton had assumed that, even with-
out an international energy
agreement to reduce green-
house-gas emissions, China
would achieve rapid improve-
ments in energy efficiency
through 2020. 

But now China is struggling to
limit emissions even to the “busi-
ness as usual” levels that climate
models assume if the world does
little to address global warming. 

“We really have an arduous
task” even to reach China’s ex-
isting energy-efficiency goals,
said Gao Shixian, an energy offi-
cial at the National Development
and Reform Commission, in a
speech at the Clean Energy Expo
China in late June in Beijing. 

China’s goal has been to re-
duce energy consumption per
unit of economic output by 20
percent this year compared with
2005, and to reduce emissions of
greenhouse gases per unit of eco-
nomic output by 40 to 45 percent
in 2020 compared with 2005.

But even if China can make the
promised improvements, the In-
ternational Energy Agency now
projects that China’s emissions of
energy-related greenhouse gases
will grow more than the rest of

the world’s combined increase by
2020. China, with one-fifth of the
world’s population, is now on
track to represent more than a
quarter of humanity’s energy-re-
lated greenhouse-gas emissions. 

Industry by industry, energy
demand in China is increasing so
fast that the broader efficiency
targets are becoming harder to
hit.

¶Although China has passed
the United States in the average
efficiency of its coal-fired power
plants, demand for electricity is
so voracious that China last year
built new coal-fired plants with a
total capacity greater than all ex-
isting power plants in New York
State. 

¶While China has imposed
lighting efficiency standards on
new buildings and is drafting
similar standards for household
appliances, construction of apart-
ment and office buildings pro-
ceeds at a frenzied pace. And
rural sales of refrigerators, wash-
ing machines and other large
household appliances more than
doubled in the past year in re-
sponse to government subsidies
aimed at helping 700 million
peasants afford modern amen-
ities.

¶As the economy becomes
more reliant on domestic demand
instead of exports, growth is
shifting toward energy-hungry
steel and cement production and
away from light industries like
toys and apparel. 

¶Chinese cars get 40 percent
better gas mileage on average
than American cars because they
tend to be much smaller and have
weaker engines. And China is
drafting regulations that would
require cars within each size cat-
egory to improve their mileage
by 18 percent over the next five
years. But China’s auto market
soared 48 percent in 2009, sur-
passing the American market for
the first time, and car sales are
rising almost as rapidly again
this year. 

One of the newest factors in

China’s energy use has emerged
beyond the planning purview of
policy makers in Beijing, in the
form of labor unrest at factories
across the country.

An older generation of low-
wage migrant workers accepted

hot dormitories and factories
with barely a fan to keep them
cool, one of many reasons Chi-
nese emissions per person are
still a third of American emis-
sions per person. Besides higher
pay, young Chinese are now de-
manding their own 100-square-
foot studio apartments, with air-
conditioning at home and in fac-
tories. Indeed, one of the de-
mands by workers who went on
strike in May at a Honda trans-
mission factory in Foshan was
that the air-conditioning thermo-
stats be set lower. 

Chinese regulations still man-
date that the air-conditioning in
most places be set no cooler than
79 degrees Fahrenheit in the
summer. But upscale shopping
malls have long been exempt
from the thermostat controls and
have maintained much cooler
temperatures through the sum-
mers. Now, as the consumer
economy takes root, those malls
are proliferating in cities across
China. 

Premier Wen acknowledged in
a statement after a cabinet meet-
ing in May that the efficiency
gains had started to reverse and
actually deteriorated by 3.2 per-
cent in the first quarter of this
year. He cited a lack of controls
on energy-intensive industries,
although the economic rebound
from the global financial crisis
may have also played a role.

Global climate discussions, in

pinning hopes on China’s ability
to vastly improve its efficient use
of energy, have tended to cite In-
ternational Energy Agency data
showing that China uses twice as
much energy per dollar of output
as the United States and three
times as much as the European
Union. The implicit assumption is
that China can greatly improve
efficiency because it must still be
relying mainly on wasteful, aging
boilers and outmoded power
plants. 

But David Fridley, a longtime
specialist in China’s energy at the
Lawrence Berkeley National
Laboratory, said that the compar-
ison to the United States and the
European Union was misleading. 

Manufacturing makes up three
times as much of the Chinese
economy as it does the American
economy, and it is energy-inten-
sive. If the United States had
much more manufacturing, Mr.
Fridley said, it would also use
considerably more energy per
dollar of output. 

“China has been trying to grab
the low-lying fruit — to find those
opportunities where increased ef-
ficiency can save money and re-
duce carbon-dioxide emissions,”
said Ken Caldeira, a climate
change specialist at the Carnegie
Institution for Science in Stan-
ford, Calif. “It is starting to look
like it might not be that easy to
find and grab this fruit.”

PHOTOGRAPHS BY CHRISTIE JOHNSTON FOR THE NEW YORK TIMES

The Guangzhou Steel mill in Guangzhou, China, will close its doors in September as part of a government effort to improve energy efficiency in factories. 

China Fears the Warming Effects of Serving a Rising Consumer Class 
From Page A1

Most of the steel mill’s 6,000 workers will be laid off or pushed into early retirement. 

More Emissions
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China’s energy-related 
emissions of greenhouse gases 
are expected to surge even if a 
national efficiency campaign 
succeeds, as assumed below. 
But Chinese and Western 
experts increasingly worry that 
Chinese emissions may rise 
even faster than shown here.

Source: International 
Energy Agency
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By KEITH BRADSHER

GUANGZHOU, China —
Workers at the vast Guang-
zhou Steel mill here poured
molten metal for the Great
Leap Forward in the late
1950s, fought street battles
during the Cultural Revolu-
tion a decade later and made
many of the steel reinforcing
bars used to build China’s ex-
port factories over the next 30
years. But as part of a na-
tional energy-efficiency man-
date, the historic mill is to be
closed, starting in stages later
this year. 

Government agencies in
Guangdong Province, where
Guangzhou is the capital, por-
tray it as a tough but neces-
sary measure intended to not
only improve energy efficien-
cy but also to reduce toxic air
pollution from the mill.

“Our province is forthright-
ly in step with the national
aim to get rid of outdated pro-
duction capacity,” said a re-
cent statement to announce
the shuttering of the mill.

But closing Guangzhou’s fa-
mous mill may yield only
modest benefits. And it is not
necessarily a triumph of polit-
ical will. Because of heavy in-
vestments in recent years to
upgrade the current mill, it
could meet the national target
of a five-year 20 percent effi-
ciency improvement by the
end of this year, said Yang
Yao Xing, the mill’s general
secretary. 

Moreover, Guangzhou Steel
is building a new mill with al-
most the same capacity in an-
other city to replace the one
here, Mr. Yang said. But it will
use scarcely less energy than
the old one.

That is because the new
mill will do more processing
than the current mill, pro-
ducing top-quality steel suit-
able for cars and appliances
instead of the rough steel bars
now made to reinforce con-
crete. China’s evolving con-
sumer economy demands
more high-quality steel, but
producing it requires extra
steps that require additional
energy.

Elsewhere, provincial and
municipal governments, par-
ticularly small towns with few

other employers, have been
reluctant to close big, state-
owned industrial enterprises
like the one here. Plans last
year to privatize and shrink
two such mills farther north
were postponed after angry
workers beat to death an ex-
ecutive overseeing the sale of
one of them and, at the other
mill, imprisoned an executive
in his office.

But there has been little re-
sistance to closing the mill
here. It will be demolished
partly to reduce pollution and
partly because the city of
Guangzhou has expanded
around it — greatly raising
the value of the riverfront
land under the factory’s tree-

lined lanes, ball fields and
schools for workers and end-
less warehouses and convey-
or belts. 

Mr. Yang said that workers
who lost their jobs would re-
ceive a month’s pay for each
year of service, plus some un-
employment benefits. 

At a diner up the street
from the factory, where a
heaping plate of rice and roast
duck still costs less than $1
and the walls are encrusted
with thick, brown grease, fac-
tory workers voiced remark-
ably few complaints about the
mill’s closing. Workers said
they expected to receive
promised severance because
the factory’s land is so valu-
able and its closing has been
widely announced in state-
run media.

Closing an Old Polluter 
May Not Ease Emissions

A replacement mill will use
more energy to make a
higher-quality steel. 
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By ERIC PFANNER

At an outdoor theater in Berlin
that has played host to U2,
R.E.M. and the Rolling Stones,
Sony Music Entertainment plans
to stage a different kind of show
next month.

Before an expected sellout
crowd of 22,000, three men,
dressed in red, white and blue
jumpsuits, will bound onto the
stage. But instead of belting out a
rock anthem, they will take turns
reading from a children’s detec-
tive novel in the “Three Investi-
gators” mystery series.

The books have a cult following
in Germany, and smaller shows
in other German cities, feeding
on Generation X nostalgia for the
series, sold more than 100,000

tickets last autumn. 
That provides welcome reve-

nue for Sony Music, which, like
other music companies, is scram-
bling to make up for falling com-
pact disc sales. As it does so, it is
broadening the definition of a
record company, embracing busi-
nesses that sometimes have only
a tenuous connection to music.

“Three years ago I said, look,
we are dying, we have to go into
new businesses,” Rolf Schmidt-
Holtz, chief executive of Sony
Music, said in an interview.

Now he is highlighting the
business potential of such initia-
tives in an effort to quiet internal
critics who see Mr. Schmidt-
Holtz, who has a background in
television and magazines, as in-

sufficiently focused on music.
Company officials, who did not

want to be named because the
Sony Corporation does not pub-
lish financial information for
Sony Music, say that in the cur-
rent fiscal year, businesses that
did not exist when Mr. Schmidt-
Holtz took over as chief in 2006
are expected to generate more
than $300 million in revenue, and
more than $40 million in profit.

That would be about one-tenth
of Sony Music’s total revenue and
more than one-quarter of its
overall earnings.

And Sony Music is not alone
among the four major record
companies in moving beyond its
traditional business of prowling
nightclubs to hunt for talent, lur-

ing artists into recording studios
and stamping out compact discs.
The others — the Universal Mu-
sic Group, the Warner Music
Group and EMI Music — are also
taking steps in this direction.

Three years ago, Universal ac-
quired the Sanctuary Group, a
British music company whose
specialties include the merchan-
dising of T-shirts, a business that
the major labels had generally
outsourced. 

In June, EMI Music announced
the latest in a series of overhauls,
saying it was turning itself into a
“comprehensive rights manage-
ment company that can take full
advantage of all global opportuni-
ties in all markets for music,”
though it provided few details of

what it had in mind. Record la-
bels also increasingly manage
artists’ live tours and other as-
pects of their careers.

“Because the music industry
has gone through such a bad
time, if anyone stumbles across
areas for new revenue, they will
all explore it,” said Simon Dyson,
editor of Music & Copyright, a
trade publication.

But Sony has perhaps gone
further than its rivals in moving
beyond its traditional business in
a transformation championed by
Mr. Schmidt-Holtz, a relative out-
sider to the music business.

Amid a broader cost-cutting,
Mr. Schmidt-Holtz pushed aside
several prominent executives
known for their expertise in the

music industry roles, as well as
for their free-spending ways.

“We had to change the stretch-
limo culture that prevailed in
many areas of the music indus-
try,” Mr. Schmidt-Holtz said.

Among Sony Music’s new busi-
nesses, the most lucrative, often
generating more than 30 percent
of the company’s profit, is its re-
lationship with Simon Cowell,
creator of several hit TV shows. 

This year, he and Mr. Schmidt-
Holtz renegotiated their partner-
ship and gave Mr. Cowell greater
latitude to develop new pro-
grams. Some new series under
development include game
shows and other formats that
have little or nothing to do with
music, Mr. Schmidt-Holtz said.

For New Revenue, Sony and Other Labels Reach Far Beyond the Music Business

ances and for more creature com-
forts like air-conditioned shop-
ping malls. 

As a result, China is actually
becoming even less energy effi-
cient. And because most of its en-
ergy is still produced by burning
fossil fuels, China’s emission of
carbon dioxide — a so-called
greenhouse gas — is growing
worse. This past winter and
spring showed the largest six-
month increase in tonnage ever
by a single country. 

Until recently, projections by
both the International Energy
Agency and the Energy Informa-
tion Administration in Washing-
ton had assumed that, even with-
out an international energy
agreement to reduce green-
house-gas emissions, China
would achieve rapid improve-
ments in energy efficiency
through 2020. 

But now China is struggling to
limit emissions even to the “busi-
ness as usual” levels that climate
models assume if the world does
little to address global warming. 

“We really have an arduous
task” even to reach China’s ex-
isting energy-efficiency goals,
said Gao Shixian, an energy offi-
cial at the National Development
and Reform Commission, in a
speech at the Clean Energy Expo
China in late June in Beijing. 

China’s goal has been to re-
duce energy consumption per
unit of economic output by 20
percent this year compared with
2005, and to reduce emissions of
greenhouse gases per unit of eco-
nomic output by 40 to 45 percent
in 2020 compared with 2005.

But even if China can make the
promised improvements, the In-
ternational Energy Agency now
projects that China’s emissions of
energy-related greenhouse gases
will grow more than the rest of

the world’s combined increase by
2020. China, with one-fifth of the
world’s population, is now on
track to represent more than a
quarter of humanity’s energy-re-
lated greenhouse-gas emissions. 

Industry by industry, energy
demand in China is increasing so
fast that the broader efficiency
targets are becoming harder to
hit.

¶Although China has passed
the United States in the average
efficiency of its coal-fired power
plants, demand for electricity is
so voracious that China last year
built new coal-fired plants with a
total capacity greater than all ex-
isting power plants in New York
State. 

¶While China has imposed
lighting efficiency standards on
new buildings and is drafting
similar standards for household
appliances, construction of apart-
ment and office buildings pro-
ceeds at a frenzied pace. And
rural sales of refrigerators, wash-
ing machines and other large
household appliances more than
doubled in the past year in re-
sponse to government subsidies
aimed at helping 700 million
peasants afford modern amen-
ities.

¶As the economy becomes
more reliant on domestic demand
instead of exports, growth is
shifting toward energy-hungry
steel and cement production and
away from light industries like
toys and apparel. 

¶Chinese cars get 40 percent
better gas mileage on average
than American cars because they
tend to be much smaller and have
weaker engines. And China is
drafting regulations that would
require cars within each size cat-
egory to improve their mileage
by 18 percent over the next five
years. But China’s auto market
soared 48 percent in 2009, sur-
passing the American market for
the first time, and car sales are
rising almost as rapidly again
this year. 

One of the newest factors in

China’s energy use has emerged
beyond the planning purview of
policy makers in Beijing, in the
form of labor unrest at factories
across the country.

An older generation of low-
wage migrant workers accepted

hot dormitories and factories
with barely a fan to keep them
cool, one of many reasons Chi-
nese emissions per person are
still a third of American emis-
sions per person. Besides higher
pay, young Chinese are now de-
manding their own 100-square-
foot studio apartments, with air-
conditioning at home and in fac-
tories. Indeed, one of the de-
mands by workers who went on
strike in May at a Honda trans-
mission factory in Foshan was
that the air-conditioning thermo-
stats be set lower. 

Chinese regulations still man-
date that the air-conditioning in
most places be set no cooler than
79 degrees Fahrenheit in the
summer. But upscale shopping
malls have long been exempt
from the thermostat controls and
have maintained much cooler
temperatures through the sum-
mers. Now, as the consumer
economy takes root, those malls
are proliferating in cities across
China. 

Premier Wen acknowledged in
a statement after a cabinet meet-
ing in May that the efficiency
gains had started to reverse and
actually deteriorated by 3.2 per-
cent in the first quarter of this
year. He cited a lack of controls
on energy-intensive industries,
although the economic rebound
from the global financial crisis
may have also played a role.

Global climate discussions, in

pinning hopes on China’s ability
to vastly improve its efficient use
of energy, have tended to cite In-
ternational Energy Agency data
showing that China uses twice as
much energy per dollar of output
as the United States and three
times as much as the European
Union. The implicit assumption is
that China can greatly improve
efficiency because it must still be
relying mainly on wasteful, aging
boilers and outmoded power
plants. 

But David Fridley, a longtime
specialist in China’s energy at the
Lawrence Berkeley National
Laboratory, said that the compar-
ison to the United States and the
European Union was misleading. 

Manufacturing makes up three
times as much of the Chinese
economy as it does the American
economy, and it is energy-inten-
sive. If the United States had
much more manufacturing, Mr.
Fridley said, it would also use
considerably more energy per
dollar of output. 

“China has been trying to grab
the low-lying fruit — to find those
opportunities where increased ef-
ficiency can save money and re-
duce carbon-dioxide emissions,”
said Ken Caldeira, a climate
change specialist at the Carnegie
Institution for Science in Stan-
ford, Calif. “It is starting to look
like it might not be that easy to
find and grab this fruit.”

PHOTOGRAPHS BY CHRISTIE JOHNSTON FOR THE NEW YORK TIMES

The Guangzhou Steel mill in Guangzhou, China, will close its doors in September as part of a government effort to improve energy efficiency in factories. 

China Fears the Warming Effects of Serving a Rising Consumer Class 
From Page A1

Most of the steel mill’s 6,000 workers will be laid off or pushed into early retirement. 

More Emissions
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China’s energy-related 
emissions of greenhouse gases 
are expected to surge even if a 
national efficiency campaign 
succeeds, as assumed below. 
But Chinese and Western 
experts increasingly worry that 
Chinese emissions may rise 
even faster than shown here.

Source: International 
Energy Agency

12

10

8

6

4

2

0

 million tons

’90 ’05 ’09 ’15 ’20 ’25

Carbon-dioxide 
emissions from 
burning fossil fuels

China

United States

Demand is rising so
fast that broader
energy targets are
harder to hit. 

Nxxx,2010-07-05,B,005,Bs-BW,E1



3

By KEITH BRADSHER

GUANGZHOU, China —
Workers at the vast Guang-
zhou Steel mill here poured
molten metal for the Great
Leap Forward in the late
1950s, fought street battles
during the Cultural Revolu-
tion a decade later and made
many of the steel reinforcing
bars used to build China’s ex-
port factories over the next 30
years. But as part of a na-
tional energy-efficiency man-
date, the historic mill is to be
closed, starting in stages later
this year. 

Government agencies in
Guangdong Province, where
Guangzhou is the capital, por-
tray it as a tough but neces-
sary measure intended to not
only improve energy efficien-
cy but also to reduce toxic air
pollution from the mill.

“Our province is forthright-
ly in step with the national
aim to get rid of outdated pro-
duction capacity,” said a re-
cent statement to announce
the shuttering of the mill.

But closing Guangzhou’s fa-
mous mill may yield only
modest benefits. And it is not
necessarily a triumph of polit-
ical will. Because of heavy in-
vestments in recent years to
upgrade the current mill, it
could meet the national target
of a five-year 20 percent effi-
ciency improvement by the
end of this year, said Yang
Yao Xing, the mill’s general
secretary. 

Moreover, Guangzhou Steel
is building a new mill with al-
most the same capacity in an-
other city to replace the one
here, Mr. Yang said. But it will
use scarcely less energy than
the old one.

That is because the new
mill will do more processing
than the current mill, pro-
ducing top-quality steel suit-
able for cars and appliances
instead of the rough steel bars
now made to reinforce con-
crete. China’s evolving con-
sumer economy demands
more high-quality steel, but
producing it requires extra
steps that require additional
energy.

Elsewhere, provincial and
municipal governments, par-
ticularly small towns with few

other employers, have been
reluctant to close big, state-
owned industrial enterprises
like the one here. Plans last
year to privatize and shrink
two such mills farther north
were postponed after angry
workers beat to death an ex-
ecutive overseeing the sale of
one of them and, at the other
mill, imprisoned an executive
in his office.

But there has been little re-
sistance to closing the mill
here. It will be demolished
partly to reduce pollution and
partly because the city of
Guangzhou has expanded
around it — greatly raising
the value of the riverfront
land under the factory’s tree-

lined lanes, ball fields and
schools for workers and end-
less warehouses and convey-
or belts. 

Mr. Yang said that workers
who lost their jobs would re-
ceive a month’s pay for each
year of service, plus some un-
employment benefits. 

At a diner up the street
from the factory, where a
heaping plate of rice and roast
duck still costs less than $1
and the walls are encrusted
with thick, brown grease, fac-
tory workers voiced remark-
ably few complaints about the
mill’s closing. Workers said
they expected to receive
promised severance because
the factory’s land is so valu-
able and its closing has been
widely announced in state-
run media.

Closing an Old Polluter 
May Not Ease Emissions

A replacement mill will use
more energy to make a
higher-quality steel. 
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By ERIC PFANNER

At an outdoor theater in Berlin
that has played host to U2,
R.E.M. and the Rolling Stones,
Sony Music Entertainment plans
to stage a different kind of show
next month.

Before an expected sellout
crowd of 22,000, three men,
dressed in red, white and blue
jumpsuits, will bound onto the
stage. But instead of belting out a
rock anthem, they will take turns
reading from a children’s detec-
tive novel in the “Three Investi-
gators” mystery series.

The books have a cult following
in Germany, and smaller shows
in other German cities, feeding
on Generation X nostalgia for the
series, sold more than 100,000

tickets last autumn. 
That provides welcome reve-

nue for Sony Music, which, like
other music companies, is scram-
bling to make up for falling com-
pact disc sales. As it does so, it is
broadening the definition of a
record company, embracing busi-
nesses that sometimes have only
a tenuous connection to music.

“Three years ago I said, look,
we are dying, we have to go into
new businesses,” Rolf Schmidt-
Holtz, chief executive of Sony
Music, said in an interview.

Now he is highlighting the
business potential of such initia-
tives in an effort to quiet internal
critics who see Mr. Schmidt-
Holtz, who has a background in
television and magazines, as in-

sufficiently focused on music.
Company officials, who did not

want to be named because the
Sony Corporation does not pub-
lish financial information for
Sony Music, say that in the cur-
rent fiscal year, businesses that
did not exist when Mr. Schmidt-
Holtz took over as chief in 2006
are expected to generate more
than $300 million in revenue, and
more than $40 million in profit.

That would be about one-tenth
of Sony Music’s total revenue and
more than one-quarter of its
overall earnings.

And Sony Music is not alone
among the four major record
companies in moving beyond its
traditional business of prowling
nightclubs to hunt for talent, lur-

ing artists into recording studios
and stamping out compact discs.
The others — the Universal Mu-
sic Group, the Warner Music
Group and EMI Music — are also
taking steps in this direction.

Three years ago, Universal ac-
quired the Sanctuary Group, a
British music company whose
specialties include the merchan-
dising of T-shirts, a business that
the major labels had generally
outsourced. 

In June, EMI Music announced
the latest in a series of overhauls,
saying it was turning itself into a
“comprehensive rights manage-
ment company that can take full
advantage of all global opportuni-
ties in all markets for music,”
though it provided few details of

what it had in mind. Record la-
bels also increasingly manage
artists’ live tours and other as-
pects of their careers.

“Because the music industry
has gone through such a bad
time, if anyone stumbles across
areas for new revenue, they will
all explore it,” said Simon Dyson,
editor of Music & Copyright, a
trade publication.

But Sony has perhaps gone
further than its rivals in moving
beyond its traditional business in
a transformation championed by
Mr. Schmidt-Holtz, a relative out-
sider to the music business.

Amid a broader cost-cutting,
Mr. Schmidt-Holtz pushed aside
several prominent executives
known for their expertise in the

music industry roles, as well as
for their free-spending ways.

“We had to change the stretch-
limo culture that prevailed in
many areas of the music indus-
try,” Mr. Schmidt-Holtz said.

Among Sony Music’s new busi-
nesses, the most lucrative, often
generating more than 30 percent
of the company’s profit, is its re-
lationship with Simon Cowell,
creator of several hit TV shows. 

This year, he and Mr. Schmidt-
Holtz renegotiated their partner-
ship and gave Mr. Cowell greater
latitude to develop new pro-
grams. Some new series under
development include game
shows and other formats that
have little or nothing to do with
music, Mr. Schmidt-Holtz said.

For New Revenue, Sony and Other Labels Reach Far Beyond the Music Business

ances and for more creature com-
forts like air-conditioned shop-
ping malls. 

As a result, China is actually
becoming even less energy effi-
cient. And because most of its en-
ergy is still produced by burning
fossil fuels, China’s emission of
carbon dioxide — a so-called
greenhouse gas — is growing
worse. This past winter and
spring showed the largest six-
month increase in tonnage ever
by a single country. 

Until recently, projections by
both the International Energy
Agency and the Energy Informa-
tion Administration in Washing-
ton had assumed that, even with-
out an international energy
agreement to reduce green-
house-gas emissions, China
would achieve rapid improve-
ments in energy efficiency
through 2020. 

But now China is struggling to
limit emissions even to the “busi-
ness as usual” levels that climate
models assume if the world does
little to address global warming. 

“We really have an arduous
task” even to reach China’s ex-
isting energy-efficiency goals,
said Gao Shixian, an energy offi-
cial at the National Development
and Reform Commission, in a
speech at the Clean Energy Expo
China in late June in Beijing. 

China’s goal has been to re-
duce energy consumption per
unit of economic output by 20
percent this year compared with
2005, and to reduce emissions of
greenhouse gases per unit of eco-
nomic output by 40 to 45 percent
in 2020 compared with 2005.

But even if China can make the
promised improvements, the In-
ternational Energy Agency now
projects that China’s emissions of
energy-related greenhouse gases
will grow more than the rest of

the world’s combined increase by
2020. China, with one-fifth of the
world’s population, is now on
track to represent more than a
quarter of humanity’s energy-re-
lated greenhouse-gas emissions. 

Industry by industry, energy
demand in China is increasing so
fast that the broader efficiency
targets are becoming harder to
hit.

¶Although China has passed
the United States in the average
efficiency of its coal-fired power
plants, demand for electricity is
so voracious that China last year
built new coal-fired plants with a
total capacity greater than all ex-
isting power plants in New York
State. 

¶While China has imposed
lighting efficiency standards on
new buildings and is drafting
similar standards for household
appliances, construction of apart-
ment and office buildings pro-
ceeds at a frenzied pace. And
rural sales of refrigerators, wash-
ing machines and other large
household appliances more than
doubled in the past year in re-
sponse to government subsidies
aimed at helping 700 million
peasants afford modern amen-
ities.

¶As the economy becomes
more reliant on domestic demand
instead of exports, growth is
shifting toward energy-hungry
steel and cement production and
away from light industries like
toys and apparel. 

¶Chinese cars get 40 percent
better gas mileage on average
than American cars because they
tend to be much smaller and have
weaker engines. And China is
drafting regulations that would
require cars within each size cat-
egory to improve their mileage
by 18 percent over the next five
years. But China’s auto market
soared 48 percent in 2009, sur-
passing the American market for
the first time, and car sales are
rising almost as rapidly again
this year. 

One of the newest factors in

China’s energy use has emerged
beyond the planning purview of
policy makers in Beijing, in the
form of labor unrest at factories
across the country.

An older generation of low-
wage migrant workers accepted

hot dormitories and factories
with barely a fan to keep them
cool, one of many reasons Chi-
nese emissions per person are
still a third of American emis-
sions per person. Besides higher
pay, young Chinese are now de-
manding their own 100-square-
foot studio apartments, with air-
conditioning at home and in fac-
tories. Indeed, one of the de-
mands by workers who went on
strike in May at a Honda trans-
mission factory in Foshan was
that the air-conditioning thermo-
stats be set lower. 

Chinese regulations still man-
date that the air-conditioning in
most places be set no cooler than
79 degrees Fahrenheit in the
summer. But upscale shopping
malls have long been exempt
from the thermostat controls and
have maintained much cooler
temperatures through the sum-
mers. Now, as the consumer
economy takes root, those malls
are proliferating in cities across
China. 

Premier Wen acknowledged in
a statement after a cabinet meet-
ing in May that the efficiency
gains had started to reverse and
actually deteriorated by 3.2 per-
cent in the first quarter of this
year. He cited a lack of controls
on energy-intensive industries,
although the economic rebound
from the global financial crisis
may have also played a role.

Global climate discussions, in

pinning hopes on China’s ability
to vastly improve its efficient use
of energy, have tended to cite In-
ternational Energy Agency data
showing that China uses twice as
much energy per dollar of output
as the United States and three
times as much as the European
Union. The implicit assumption is
that China can greatly improve
efficiency because it must still be
relying mainly on wasteful, aging
boilers and outmoded power
plants. 

But David Fridley, a longtime
specialist in China’s energy at the
Lawrence Berkeley National
Laboratory, said that the compar-
ison to the United States and the
European Union was misleading. 

Manufacturing makes up three
times as much of the Chinese
economy as it does the American
economy, and it is energy-inten-
sive. If the United States had
much more manufacturing, Mr.
Fridley said, it would also use
considerably more energy per
dollar of output. 

“China has been trying to grab
the low-lying fruit — to find those
opportunities where increased ef-
ficiency can save money and re-
duce carbon-dioxide emissions,”
said Ken Caldeira, a climate
change specialist at the Carnegie
Institution for Science in Stan-
ford, Calif. “It is starting to look
like it might not be that easy to
find and grab this fruit.”

PHOTOGRAPHS BY CHRISTIE JOHNSTON FOR THE NEW YORK TIMES

The Guangzhou Steel mill in Guangzhou, China, will close its doors in September as part of a government effort to improve energy efficiency in factories. 

China Fears the Warming Effects of Serving a Rising Consumer Class 
From Page A1

Most of the steel mill’s 6,000 workers will be laid off or pushed into early retirement. 

More Emissions
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China’s energy-related 
emissions of greenhouse gases 
are expected to surge even if a 
national efficiency campaign 
succeeds, as assumed below. 
But Chinese and Western 
experts increasingly worry that 
Chinese emissions may rise 
even faster than shown here.

Source: International 
Energy Agency
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Late Edition
Today, clouds and sun, windy, cool-
er. High 73. Tonight, mostly clear,
cool. Low 59. Tomorrow, sunny to
partly cloudy, a cool breeze. High
72. Weather map, Page B12.

$2.00

By CHARLIE SAVAGE

WASHINGTON — A federal
appeals court on Wednesday
ruled that former prisoners of the
C.I.A. could not sue over their al-
leged torture in overseas prisons
because such a lawsuit might ex-
pose secret government informa-
tion.

The sharply divided ruling was
a major victory for the Obama
administration’s efforts to ad-
vance a sweeping view of execu-
tive secrecy powers. It strength-
ens the White House’s hand as it
has pushed an array of assertive
counterterrorism policies, while
raising an opportunity for the Su-
preme Court to rule for the first
time in decades on the scope of
the president’s power to restrict
litigation that could reveal state
secrets. 

By a 6-to-5 vote, the United
States Court of Appeals for the
Ninth Circuit dismissed a lawsuit
against Jeppesen Dataplan Inc., a
Boeing subsidiary accused of ar-
ranging flights for the Central In-
telligence Agency to transfer
prisoners to other countries for
imprisonment and interrogation.
The American Civil Liberties Un-
ion filed the case on behalf of five
former prisoners who say they
were tortured in captivity — and
that Jeppesen was complicit in
that alleged abuse.

Judge Raymond C. Fisher de-
scribed the case, which reversed
an earlier decision, as presenting
“a painful conflict between hu-
man rights and national securi-
ty.” But, he said, the majority had
“reluctantly” concluded that the
lawsuit represented “a rare case”
in which the government’s need
to protect state secrets trumped
the plaintiffs’ need to have a day
in court.

While the alleged abuses oc-
curred during the Bush adminis-
tration, the ruling added a chap-
ter to the Obama administra-
tion’s aggressive national securi-
ty policies. 

Its counterterrorism programs
have in some ways departed
from the expectations of change
fostered by President Obama’s
campaign rhetoric, which was
often sharply critical of former
President George W. Bush’s ap-

COURT DISMISSES
A CASE ASSERTING
TORTURE BY C.I.A.

A VICTORY FOR OBAMA

Judges Rule, 6-5, That
Secret Data Might

Be Jeopardized

Continued on Page A3

By ROD NORDLAND

KANDAHAR, Afghanistan —
The white flags of the Taliban no
longer fly from neighborhoods in
Kandahar City, as they did in
some areas only two weeks ago,
replaced instead by the red, black
and green Afghan colors.

But if the Taliban have been
driven further underground,
there has been no significant let-
up in their campaign of terror
and assassination against anyone
connected with the government
or foreign forces.

The long-delayed push by
NATO forces has finally come to
town, in fits and starts, and with
mixed results. “The deliberate
campaign has begun in Kanda-
har,” Gen. David H. Petraeus, the
NATO commander, said on Aug.
31. “In some areas the Taliban
momentum has reversed, but
there’s clearly a lot more work to
be done.” 

Several times a day lately,
mostly in rural districts just out-
side the city, there has been the
distinct metallic vomiting sound
of an American A-10 Warthog at-
tack plane blasting a target with
its cannon, which fires 70 30-milli-
meter shells a second. Fighting in
those rural areas has been in-
tense, sometimes with heavy cas-
ualties for American troops and
Taliban fighters. Inside this city
of half a million, the traditional
home of the Taliban, though, the
coalition’s fight has been much
more low-key.

Most of the recent effort has fo-
cused on the Mehlajat area, a
semirural zone in the southwest
of the city, and the adjacent Dis-
trict 6. It is a part of Kandahar
that bedeviled the Soviets during 

NATO FORCES PUSH
INTO KANDAHAR,
TO MIXED RESULT

A LONG-DELAYED DRIVE

Taliban Flags Are Gone, 
but Terror Campaign

Is Continuing

ADAM FERGUSON FOR THE NEW YORK TIMES

An American soldier kept watch as Afghan police officers broke their day’s fast this week in the Mehlajat area of Kandahar City.

Continued on Page A11

By GRAHAM BOWLEY

Households and corporations
alike are refinancing their loans
in droves to take advantage of in-
terest rates that seem impossibly
cheap. But those same low rates
come with a flip side, driving
down the income of retirees and
others who live off their savings.

It is a side effect of a govern-
ment policy meant to push down
interest rates to a point that busi-
nesses and consumers are com-
pelled to borrow and spend
again, and yet it is hurting any-
one with a savings account.

With the regulated rate that fi-
nancial institutions can borrow
from one another at almost zero,
banks are paying savers next to
nothing. The average returns on
interest-bearing deposit accounts
slipped to 0.99 percent in July, ac-
cording to Market Rates Insight,
which tracks bank rates. It is the
first time its measure has dipped
below 1 percent since the 1950s,
when its data begins. 

As a result, the amount of
money on deposit at United
States bank branches fell during
the first half of 2010, Market
Rates Insight reported this week.

Debtors Feast
At the Expense

Of the Frugal
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By SARAH LYALL

LONDON — “You are my 10th
prime minister,” Queen Elizabeth
observes to Tony Blair when she
meets him at Buckingham Palace
on his first day in office in 1997,
according to “A Journey: My Po-
litical Life,” Mr. Blair’s new mem-
oir. “The first was Winston. That
was before you were born.” 

It is a memorable scene, one
that (along with another one de-
picting Prince Philip manning
the barbecue at a family cookout)

has reportedly displeased the
queen, since it is considered rude
and uncouth for prime ministers
to reveal secret details about pri-
vate encounters with the royal
family. But in what was the latest
curveball in the carefully choreo-
graphed publicity campaign for
Mr. Blair’s book, it turns out that
the queen may not have actually
said what Mr. Blair claims she
said. 

Or maybe she did, but only in
the movies. In “The Queen,” the
2006 film about the aftermath of
the death of Diana, Princess of

Wales, Helen Mirren, playing
Elizabeth, greets Michael Sheen,
playing Mr. Blair, saying in part:
“You are my 10th prime minister,
Mr. Blair. My first was Winston
Churchill.”

Peter Morgan, screenwriter of
“The Queen,” said that the scene
in the film was entirely fictional,
based on his imagination. Since it
is unlikely that he “guessed abso-
lutely perfectly,” Mr. Morgan told
The Daily Telegraph, perhaps
Mr. Blair “had one gin and tonic
too many” and — like Ronald 

Blair Memoir a Hit, Despite a Few Hard Knocks
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In Dublin on Saturday, protesters denounced Tony Blair while he signed copies of his new book. 

Continued on Page A4

WASHINGTON
In proposing an economic

package this week that includes
spending $50 billion on roads, rail
lines and other projects, Presi-

dent Obama opened
the fall election sea-
son by doing what he
has done from the
first days of his ad-
ministration: arguing
that, in effect, stimu-

lating the economy today and re-
ordering it for decades to come
are basically the same thing.

In this way, Mr. Obama risked
confusing the voters — and not
for the first time. By consistently
conflating short-term and long-
term economic goals, the presi-
dent and his Democratic Party
may have missed an opportunity
to explain the crucial difference
between the two, and they have
all but ensured that voters this
fall will give them credit for nei-
ther.

Mr. Obama is already faced

with the reality that voters have,
fairly or not, decided that his first
big effort to revive the economy,
the roughly $800 billion package
enacted right after he took office,
was a qualified failure, and that
anything tagged as further “stim-
ulus” will be cast by Republicans
as throwing good money after

bad. 
But that obscures a more fun-

damental problem facing Mr.
Obama and the Democratic Par-
ty, which stems from decisions
they made immediately after tak-
ing office in an atmosphere of
heightened urgency.

Let’s start with the premise
that for the last 35 years or so,
American politics from one cycle
to the next has largely been de-
fined by a series of recessions,
which interrupted periods of
sometimes unsustainable
growth. The two parties have pe-
rennially debated how best to
balance tax cuts and government
spending to get the economy —
to use a signature phrase of the
times — “back on track.”

At the same time, though, the
underlying, longer-term econom-
ic problem was coming into fo-
cus: the United States was slowly
moving away from the industrial
age and into a digitized and glob-
ally competitive world, and that 

In Obama Economic Stance, Risk of Confusion
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By KEITH BRADSHER

CHANGSHA, China — Until
very recently, Hunan Province
was known mainly for lip-searing
spicy food, smoggy cities and
destitute pig farmers. Mao was
born in a village on the outskirts
of Changsha, the provincial cap-
ital here in south-central China. 

Now, Changsha and two adja-
cent cities are emerging as a cen-
ter of clean energy manufactur-
ing. They are churning out solar
panels for the American and Eu-
ropean markets, developing new
equipment to manufacture the
panels and branching into tur-
bines that generate electricity
from wind. By contrast, clean en-

ergy companies in the United
States and Europe are strug-
gling. Some have started cutting
jobs and moving operations to
China in ventures with local part-
ners. 

The booming Chinese clean en-
ergy sector, now more than a mil-
lion jobs strong, is quickly com-
ing to dominate the production of
technologies essential to slowing
global warming and other forms
of air pollution. Such technolo-
gies are needed to assure ade-
quate energy as the world’s pop-
ulation grows by nearly a third,
to nine billion people by the mid-
dle of the century, while oil and
coal reserves dwindle.

But much of China’s clean en-
ergy success lies in aggressive

government policies that help
this crucial export industry in
ways most other governments do
not. These measures risk break-
ing international rules to which
China and almost all other na-
tions subscribe, according to
some trade experts interviewed
by The New York Times.

A visit to one of Changsha’s
newest success stories offers an
example of the government’s
methods. Hunan Sunzone Opto-
electronics, a two-year-old com-
pany, makes solar panels and
ships close to 95 percent of them
to Europe. Now it is opening
sales offices in New York, Chi-
cago and Los Angeles in prep-
aration for a push into the Ameri-
can market next February.

To help Sunzone, the municipal
government transferred to the
company 22 acres of valuable ur-
ban land close to downtown at a
bargain-basement price. That re-
duced the company’s costs and
greatly increased its worth and
attractiveness to investors. 

Meanwhile, a state bank is pre-
paring to lend to the company at
a low interest rate, and the pro-
vincial government is sweeten-
ing the deal by reimbursing the
company for most of the interest 

On Clean Energy, China Skirts Rules
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Late Edition
Today, clouds and sun, windy, cool-
er. High 73. Tonight, mostly clear,
cool. Low 59. Tomorrow, sunny to
partly cloudy, a cool breeze. High
72. Weather map, Page B12.
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By CHARLIE SAVAGE

WASHINGTON — A federal
appeals court on Wednesday
ruled that former prisoners of the
C.I.A. could not sue over their al-
leged torture in overseas prisons
because such a lawsuit might ex-
pose secret government informa-
tion.

The sharply divided ruling was
a major victory for the Obama
administration’s efforts to ad-
vance a sweeping view of execu-
tive secrecy powers. It strength-
ens the White House’s hand as it
has pushed an array of assertive
counterterrorism policies, while
raising an opportunity for the Su-
preme Court to rule for the first
time in decades on the scope of
the president’s power to restrict
litigation that could reveal state
secrets. 

By a 6-to-5 vote, the United
States Court of Appeals for the
Ninth Circuit dismissed a lawsuit
against Jeppesen Dataplan Inc., a
Boeing subsidiary accused of ar-
ranging flights for the Central In-
telligence Agency to transfer
prisoners to other countries for
imprisonment and interrogation.
The American Civil Liberties Un-
ion filed the case on behalf of five
former prisoners who say they
were tortured in captivity — and
that Jeppesen was complicit in
that alleged abuse.

Judge Raymond C. Fisher de-
scribed the case, which reversed
an earlier decision, as presenting
“a painful conflict between hu-
man rights and national securi-
ty.” But, he said, the majority had
“reluctantly” concluded that the
lawsuit represented “a rare case”
in which the government’s need
to protect state secrets trumped
the plaintiffs’ need to have a day
in court.

While the alleged abuses oc-
curred during the Bush adminis-
tration, the ruling added a chap-
ter to the Obama administra-
tion’s aggressive national securi-
ty policies. 

Its counterterrorism programs
have in some ways departed
from the expectations of change
fostered by President Obama’s
campaign rhetoric, which was
often sharply critical of former
President George W. Bush’s ap-
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By ROD NORDLAND

KANDAHAR, Afghanistan —
The white flags of the Taliban no
longer fly from neighborhoods in
Kandahar City, as they did in
some areas only two weeks ago,
replaced instead by the red, black
and green Afghan colors.

But if the Taliban have been
driven further underground,
there has been no significant let-
up in their campaign of terror
and assassination against anyone
connected with the government
or foreign forces.

The long-delayed push by
NATO forces has finally come to
town, in fits and starts, and with
mixed results. “The deliberate
campaign has begun in Kanda-
har,” Gen. David H. Petraeus, the
NATO commander, said on Aug.
31. “In some areas the Taliban
momentum has reversed, but
there’s clearly a lot more work to
be done.” 

Several times a day lately,
mostly in rural districts just out-
side the city, there has been the
distinct metallic vomiting sound
of an American A-10 Warthog at-
tack plane blasting a target with
its cannon, which fires 70 30-milli-
meter shells a second. Fighting in
those rural areas has been in-
tense, sometimes with heavy cas-
ualties for American troops and
Taliban fighters. Inside this city
of half a million, the traditional
home of the Taliban, though, the
coalition’s fight has been much
more low-key.

Most of the recent effort has fo-
cused on the Mehlajat area, a
semirural zone in the southwest
of the city, and the adjacent Dis-
trict 6. It is a part of Kandahar
that bedeviled the Soviets during 

NATO FORCES PUSH
INTO KANDAHAR,
TO MIXED RESULT

A LONG-DELAYED DRIVE

Taliban Flags Are Gone, 
but Terror Campaign

Is Continuing

ADAM FERGUSON FOR THE NEW YORK TIMES

An American soldier kept watch as Afghan police officers broke their day’s fast this week in the Mehlajat area of Kandahar City.
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By GRAHAM BOWLEY

Households and corporations
alike are refinancing their loans
in droves to take advantage of in-
terest rates that seem impossibly
cheap. But those same low rates
come with a flip side, driving
down the income of retirees and
others who live off their savings.

It is a side effect of a govern-
ment policy meant to push down
interest rates to a point that busi-
nesses and consumers are com-
pelled to borrow and spend
again, and yet it is hurting any-
one with a savings account.

With the regulated rate that fi-
nancial institutions can borrow
from one another at almost zero,
banks are paying savers next to
nothing. The average returns on
interest-bearing deposit accounts
slipped to 0.99 percent in July, ac-
cording to Market Rates Insight,
which tracks bank rates. It is the
first time its measure has dipped
below 1 percent since the 1950s,
when its data begins. 

As a result, the amount of
money on deposit at United
States bank branches fell during
the first half of 2010, Market
Rates Insight reported this week.
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By SARAH LYALL

LONDON — “You are my 10th
prime minister,” Queen Elizabeth
observes to Tony Blair when she
meets him at Buckingham Palace
on his first day in office in 1997,
according to “A Journey: My Po-
litical Life,” Mr. Blair’s new mem-
oir. “The first was Winston. That
was before you were born.” 

It is a memorable scene, one
that (along with another one de-
picting Prince Philip manning
the barbecue at a family cookout)

has reportedly displeased the
queen, since it is considered rude
and uncouth for prime ministers
to reveal secret details about pri-
vate encounters with the royal
family. But in what was the latest
curveball in the carefully choreo-
graphed publicity campaign for
Mr. Blair’s book, it turns out that
the queen may not have actually
said what Mr. Blair claims she
said. 

Or maybe she did, but only in
the movies. In “The Queen,” the
2006 film about the aftermath of
the death of Diana, Princess of

Wales, Helen Mirren, playing
Elizabeth, greets Michael Sheen,
playing Mr. Blair, saying in part:
“You are my 10th prime minister,
Mr. Blair. My first was Winston
Churchill.”

Peter Morgan, screenwriter of
“The Queen,” said that the scene
in the film was entirely fictional,
based on his imagination. Since it
is unlikely that he “guessed abso-
lutely perfectly,” Mr. Morgan told
The Daily Telegraph, perhaps
Mr. Blair “had one gin and tonic
too many” and — like Ronald 

Blair Memoir a Hit, Despite a Few Hard Knocks
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In Dublin on Saturday, protesters denounced Tony Blair while he signed copies of his new book. 
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WASHINGTON
In proposing an economic

package this week that includes
spending $50 billion on roads, rail
lines and other projects, Presi-

dent Obama opened
the fall election sea-
son by doing what he
has done from the
first days of his ad-
ministration: arguing
that, in effect, stimu-

lating the economy today and re-
ordering it for decades to come
are basically the same thing.

In this way, Mr. Obama risked
confusing the voters — and not
for the first time. By consistently
conflating short-term and long-
term economic goals, the presi-
dent and his Democratic Party
may have missed an opportunity
to explain the crucial difference
between the two, and they have
all but ensured that voters this
fall will give them credit for nei-
ther.

Mr. Obama is already faced

with the reality that voters have,
fairly or not, decided that his first
big effort to revive the economy,
the roughly $800 billion package
enacted right after he took office,
was a qualified failure, and that
anything tagged as further “stim-
ulus” will be cast by Republicans
as throwing good money after

bad. 
But that obscures a more fun-

damental problem facing Mr.
Obama and the Democratic Par-
ty, which stems from decisions
they made immediately after tak-
ing office in an atmosphere of
heightened urgency.

Let’s start with the premise
that for the last 35 years or so,
American politics from one cycle
to the next has largely been de-
fined by a series of recessions,
which interrupted periods of
sometimes unsustainable
growth. The two parties have pe-
rennially debated how best to
balance tax cuts and government
spending to get the economy —
to use a signature phrase of the
times — “back on track.”

At the same time, though, the
underlying, longer-term econom-
ic problem was coming into fo-
cus: the United States was slowly
moving away from the industrial
age and into a digitized and glob-
ally competitive world, and that 

In Obama Economic Stance, Risk of Confusion
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By KEITH BRADSHER

CHANGSHA, China — Until
very recently, Hunan Province
was known mainly for lip-searing
spicy food, smoggy cities and
destitute pig farmers. Mao was
born in a village on the outskirts
of Changsha, the provincial cap-
ital here in south-central China. 

Now, Changsha and two adja-
cent cities are emerging as a cen-
ter of clean energy manufactur-
ing. They are churning out solar
panels for the American and Eu-
ropean markets, developing new
equipment to manufacture the
panels and branching into tur-
bines that generate electricity
from wind. By contrast, clean en-

ergy companies in the United
States and Europe are strug-
gling. Some have started cutting
jobs and moving operations to
China in ventures with local part-
ners. 

The booming Chinese clean en-
ergy sector, now more than a mil-
lion jobs strong, is quickly com-
ing to dominate the production of
technologies essential to slowing
global warming and other forms
of air pollution. Such technolo-
gies are needed to assure ade-
quate energy as the world’s pop-
ulation grows by nearly a third,
to nine billion people by the mid-
dle of the century, while oil and
coal reserves dwindle.

But much of China’s clean en-
ergy success lies in aggressive

government policies that help
this crucial export industry in
ways most other governments do
not. These measures risk break-
ing international rules to which
China and almost all other na-
tions subscribe, according to
some trade experts interviewed
by The New York Times.

A visit to one of Changsha’s
newest success stories offers an
example of the government’s
methods. Hunan Sunzone Opto-
electronics, a two-year-old com-
pany, makes solar panels and
ships close to 95 percent of them
to Europe. Now it is opening
sales offices in New York, Chi-
cago and Los Angeles in prep-
aration for a push into the Ameri-
can market next February.

To help Sunzone, the municipal
government transferred to the
company 22 acres of valuable ur-
ban land close to downtown at a
bargain-basement price. That re-
duced the company’s costs and
greatly increased its worth and
attractiveness to investors. 

Meanwhile, a state bank is pre-
paring to lend to the company at
a low interest rate, and the pro-
vincial government is sweeten-
ing the deal by reimbursing the
company for most of the interest 
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payments, to help Sunzone double its
production capacity.

Heavily subsidized land and loans for
an exporter like Sunzone are the rule,
not the exception, for clean energy busi-
nesses in Changsha and across China,
Chinese executives said in interviews
over the last three months. 

But this kind of help violates World
Trade Organization rules banning virtu-
ally all subsidies to exporters, and could
be successfully challenged at the agen-
cy’s tribunals in Geneva, said Charlene
Barshefsky, who was the United States
trade representative during the second
Clinton administration and negotiated
the terms of China’s entry to the or-
ganization in 2001.

If the country with the subsidies fails
to remove them, other countries can re-
taliate by imposing steep tariffs on im-
ports from that country. But multi-
national companies and trade associa-
tions in the clean energy business, as in
many other industries, have been wary
of filing trade cases, fearing Chinese of-
ficials’ reputation for retaliating against
joint ventures in their country and po-
tentially denying market access to any
company that takes sides against China.

W.T.O. rules allow countries to sub-
sidize goods and services in their home
markets, as long as those subsidies do
not discriminate against imports. But
the rules prohibit export subsidies, to
prevent governments from trying to
help their companies gain in world mar-
kets. 

The W.T.O. also requires countries to
declare all national, state and local sub-
sidies every two years, so that if one
country’s exports surge suspiciously,
other countries’ trade officials can easi-
ly check to see if that product is being
subsidized.

But China has virtually ignored the
requirement since joining the W.T.O.
Contending that it is still a developing
country struggling to understand its
commitments, China has filed just one
list of subsidies, which were in place be-
tween 2001 and 2004. And that one list
covered only central government pol-
icies while omitting local or provincial
subsidies.

The Chinese mission to the W.T.O.,
which is part of China’s commerce min-
istry, would not comment for this arti-
cle. After reading questions The New
York Times submitted by fax last week,
mission officials declined to respond,
saying that any comments might affect
China’s standing in other trade dis-
putes.

Sunzone and other Chinese clean en-
ergy companies also benefit from the
fact that the government spends $1 bil-
lion a day intervening in the currency
markets so that Chinese exports be-
come more affordable in foreign mar-
kets. Systematic intervention in cur-
rency markets to obtain an advantage
in trade violates the rules of the In-
ternational Monetary Fund, of which
China is a member, although the I.M.F.
has little power to punish violators.

Chinese wind and solar power manu-
facturers further benefit from the gov-
ernment’s imposition of sharp reduc-
tions this summer in exports of raw ma-
terials, known as rare earths, that are
crucial for solar panels and wind tur-
bines. China mines almost all of the
world’s rare earths. W.T.O. rules ban
most export restrictions. 

Of course, China’s success in clean
energy also stems from assets enjoyed
by many of the nation’s industries: low
labor costs, expanding universities that
groom lots of engineering talent, inex-
pensive construction and ever-improv-
ing transportation and telecommunica-
tions networks. 

For example, engineers with freshly
issued bachelor’s degrees can be found
here in Hunan Province for a salary of
only about $2,640 a year — not signif-
icantly more than blue-collar workers
with vocational school degrees can
make. But the fuel propelling clean en-
ergy companies in China lies in advan-
tages provided by the government, ex-
ecutives say. 

Other countries also try to help their
clean energy industries, too, but not to
the extent that China does — and not, so
far at least, to the point of potentially
running afoul of W.T.O. rules.

No doubt China’s aggressive tactics
are making clean energy more afford-
able. Solar panel prices have dropped
by nearly half in the last two years, and
wind turbine prices have fallen by a
quarter — partly because of the global
financial crisis but mainly because of
China’s rapid expansion in these sectors
and the accompanying economies of
scale. Large Chinese wind turbines now
sell for about $685,000 per megawatt of
capacity, while Western wind turbines
cost $850,000 a megawatt.

The question is whether China is
building this industry in ways that are
unfair to overseas competitors and
make other nations overly dependent
on a Chinese industry whose approach
to the business may not be economically
or politically sustainable. 

Because China’s clean energy indus-
try has relied so heavily on land deals
and cheap state-supported loans, the in-
dustry could be vulnerable if China’s
real estate bubble bursts, or if the
banks’ loose lending creates financial
problems of the sort that have plagued
Western financial markets in recent
years.

Other countries may also become less
enthusiastic about subsidizing renew-
able energy if it means importing more
goods from China instead of creating
jobs at home. 

The rapid rise of China’s solar and
wind industries illuminates how the
government helps many export indus-
tries, as well as the challenges for the
West now that the country has emerged

as the world’s second-largest economy,
surpassing Japan and gradually gaining
on the United States.

Winning Big
Barely a player in the solar industry

five years ago, China is on track to
produce more than half the world’s so-
lar panels this year. More than 95 per-
cent of them will be exported to coun-
tries like the United States and Germa-
ny that offer generous subsidies for con-
sumers who buy solar panels. 

By contrast, the Chinese government
has relatively modest solar subsidies
for its citizens. Instead it has devoted
more money to helping manufacturers,
allowing them to cash in on other coun-
tries’ consumer subsidy programs.

China is also on track to make nearly
half of the world’s wind turbines this
year. China offers financial incentives
for utilities to use wind power, which is
less costly than solar power, and the
country passed the United States last
year as the world’s largest wind turbine
market. Government-subsidized tur-
bine makers are now preparing for
large-scale exports to the United States
and Europe, which could also result in
violations of W.T.O. rules.

Meanwhile, China itself imports vir-
tually no wind turbines or solar panels,
instead protecting those developing in-
dustries. For example, China until late
last year required that 70 percent of the
content of each wind turbine and 80 per-
cent of the content of each solar panel
be made within China. China quietly
dropped that rule after objections from
American officials, but also because its
own industries had become the world’s
largest, lowest-cost producers.

Now China strongly opposes sugges-
tions in Congress that the United States
or Europe follow China’s example and
impose “local content’’ rules to help
their own struggling renewable energy
industries. 

“Now if the U.S. sets up that kind of
regulation, it will really be a problem”
said Li Junfeng, a senior Chinese ener-
gy policy maker. “We need to buy from
each other.”

China’s expansion has been traumat-
ic for American and European solar
power manufacturers, and Western
wind turbine makers are now bracing to
compete with low-cost Chinese exports.
This year, BP shut down its solar panel
manufacturing in Frederick, Md., and in
Spain, and laid off most of the employ-
ees while expanding a joint venture in
China. 

Evergreen Solar of Marlboro, Mass.,
plans to move the final manufacturing
steps for its solar panels from Devens,
Mass., to China next summer, eliminat-
ing 300 American jobs, after struggling
to borrow money in the United States
and after finding that costs in China
were lower. 

The Obama administration has begun
high-level discussions on how to re-
spond to China’s industrial policies,
Treasury Secretary Timothy F. Geith-
ner said in an interview in Washington
in July.

“We are concerned about the depth
and breadth of the measures they have
taken,” Mr. Geithner said, later adding,
“We will be aggressive on the trade
front in terms of fighting anything that
is clearly discriminatory.” 

Helping Hand
Here in Changsha, Sunzone’s general

manager and chief engineer, Zhao Feng,
represents a new breed of Chinese
clean energy entrepreneurs. Tall and fit,
he is an avid painter, fisherman and
golfer.

“If I go to Los Angeles for 10 days, I
am on a golf course for eight days,” he
said.

A former professor of semiconductors
at Hunan University, he has a daughter
studying for a doctorate in bioengineer-

ing at the University of Chicago on a
Pentagon grant, and he owns a house in
Chicago a block from President Oba-
ma’s.

Mr. Zhao is quick to point out that
state and federal governments in the
United States have also encouraged the
development of the clean energy in-
dustry. “Our provincial governor has
come several times to our plant, just as
Gov. Arnold Schwarzenegger has made
several visits to solar power compa-
nies” in California, he said. 

But the Hunan government’s backing
of Sunzone is much more extensive
than anything in the United States.

With government help, Sunzone lined
up financing and received all the per-
mits necessary to build a factory in just
three months under an expedited ap-
proval system for clean energy busi-
nesses. It took only eight more months
to build and equip the factory. “The con-
struction teams worked 24 hours a day,
seven days a week in three shifts,” Mr.
Zhao said.

Building and equipping a solar panel
factory in the United States takes 14 to
16 months, and getting environmental
and other permits can take years, said
Tom Zarrella, the former chief execu-
tive of GT Solar in Merrimack, N.H., a
big supplier of solar manufacturing
equipment to factories in the United
States and China.

A strong symbol of the government’s
commitment to the clean energy in-
dustry in China may be Sunzone’s
walled 22-acre compound here.

The company has only 360 employ-
ees, who work in a modest two-story
building and small factory. Many of
them live in a six-story dormitory. The
compound also has a demonstration
house powered by solar panels. 

But the government has granted Sun-
zone enough cheap land to make room
for an orchard of orange trees, a nearly
finished golf driving range and winding
country lanes — all of it across the
street from 17-story apartment build-
ings near the heart of downtown Chang-
sha. A lone trellis-covered swing that
sits on Sunzone’s vast plot seems to sig-
nal how little occupied the land is.

As a clean energy business, Sunzone
was allowed to buy the land two years
ago for $90,000 an acre, Mr. Zhao said.
That was one-third of the official price
then for industrial land from the gov-
ernment.

Industrial land in this desirable
neighborhood now sells for $720,000 an
acre, giving Sunzone an eightfold profit
on paper. The company carries the land
on its books at this market price, and
can borrow against it, Mr. Zhao said.

The valuable land also means the com-
pany has big assets and little debt on its
balance sheet, which should help attract
investors for a planned initial public of-
fering in 2012.

Executives at three other clean ener-
gy companies in and around Changsha
said they, too, had been allowed to buy
government land for a third of the reg-
ulated price.

Mr. Zhao defended the size of his cor-
porate park as necessary for his busi-
ness and said it was not a real estate in-
vestment. The driving range will be
made available to all employees for
their relaxation, he said. And he said
Sunzone hoped to build a nine-story so-
lar research center on part of its land
someday.

The local government of Zhuzhou, a
city near Changsha, is even more gener-
ous. “For really good projects, we can
give them the land for free,” said He
Jianbo, the deputy director of the city’s
flourishing high-tech zone, which al-
ready makes everything from electric
buses to solar panels, and is preparing
to build electric cars. “This land subsidy
is not available to traditional industries,
only high-tech industries.”

Many state and local governments in
the United States have also built roads,
installed power lines and made other in-
frastructure improvements that have
increased the value of private land as
part of programs to attract clean ener-
gy. Tax holidays for such businesses are
common in the United States, as in Chi-
na.

But according to Commerce Depart-
ment experts in Washington, govern-
ment agencies in the United States have
generally refrained from the sale of
deeply discounted government land to
export industries, while infrastructure
improvements have been made to bene-
fit all road and telecommunications us-
ers, not just specific export industries. A
wide range of international trade agree-
ments, including W.T.O. rules, allow
governments to provide infrastructure
and some types of tax breaks, but bar
subsidies in the form of cheap transfers
of valuable government assets like land
to exporters.

Mr. Zhao said that whatever the glo-
bal trade rules might be on export sub-
sidies, the world should appreciate the
generous assistance of Chinese govern-
ment agencies to the country’s clean en-
ergy industries. That support has made
possible a sharp drop in the price of re-
newable energy and has helped human-
ity address global warming, he said.

The subsidized land will also help
Sunzone afford plans to sell solar panels
below cost to poor people in western 

China’s Subsidies for Clean Energy Push Limits of Trade Rules
From Page A1
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Workers, above, inside the Hunan Sunzone solar panel factory in Changsha,
China. The government transferred to the company 22 acres of valuable
land, now featuring a swing cooled by a solar-powered fan, left. Sunzone
ships most of its panels to Europe and plans to push into America. Zhao
Feng, the general manager, below left, defends government assistance. 

Wind at Their Backs
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Until dropping the rule late last year, 
China required that wind-power turbines 
sold there must contain 70 percent 
local content. But even though the 
world’s big turbine companies opened 
Chinese factories to meet that 
requirement, China’s government-run 
utilities have steered most contracts to 
domestic makers.

Figures are for total megawatts delivered. 
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China has become the world’s biggest 
manufacturer of solar panels, with large 
shares of leading markets — and complete 
dominance of its own market. 
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payments, to help Sunzone double its
production capacity.

Heavily subsidized land and loans for
an exporter like Sunzone are the rule,
not the exception, for clean energy busi-
nesses in Changsha and across China,
Chinese executives said in interviews
over the last three months. 

But this kind of help violates World
Trade Organization rules banning virtu-
ally all subsidies to exporters, and could
be successfully challenged at the agen-
cy’s tribunals in Geneva, said Charlene
Barshefsky, who was the United States
trade representative during the second
Clinton administration and negotiated
the terms of China’s entry to the or-
ganization in 2001.

If the country with the subsidies fails
to remove them, other countries can re-
taliate by imposing steep tariffs on im-
ports from that country. But multi-
national companies and trade associa-
tions in the clean energy business, as in
many other industries, have been wary
of filing trade cases, fearing Chinese of-
ficials’ reputation for retaliating against
joint ventures in their country and po-
tentially denying market access to any
company that takes sides against China.

W.T.O. rules allow countries to sub-
sidize goods and services in their home
markets, as long as those subsidies do
not discriminate against imports. But
the rules prohibit export subsidies, to
prevent governments from trying to
help their companies gain in world mar-
kets. 

The W.T.O. also requires countries to
declare all national, state and local sub-
sidies every two years, so that if one
country’s exports surge suspiciously,
other countries’ trade officials can easi-
ly check to see if that product is being
subsidized.

But China has virtually ignored the
requirement since joining the W.T.O.
Contending that it is still a developing
country struggling to understand its
commitments, China has filed just one
list of subsidies, which were in place be-
tween 2001 and 2004. And that one list
covered only central government pol-
icies while omitting local or provincial
subsidies.

The Chinese mission to the W.T.O.,
which is part of China’s commerce min-
istry, would not comment for this arti-
cle. After reading questions The New
York Times submitted by fax last week,
mission officials declined to respond,
saying that any comments might affect
China’s standing in other trade dis-
putes.

Sunzone and other Chinese clean en-
ergy companies also benefit from the
fact that the government spends $1 bil-
lion a day intervening in the currency
markets so that Chinese exports be-
come more affordable in foreign mar-
kets. Systematic intervention in cur-
rency markets to obtain an advantage
in trade violates the rules of the In-
ternational Monetary Fund, of which
China is a member, although the I.M.F.
has little power to punish violators.

Chinese wind and solar power manu-
facturers further benefit from the gov-
ernment’s imposition of sharp reduc-
tions this summer in exports of raw ma-
terials, known as rare earths, that are
crucial for solar panels and wind tur-
bines. China mines almost all of the
world’s rare earths. W.T.O. rules ban
most export restrictions. 

Of course, China’s success in clean
energy also stems from assets enjoyed
by many of the nation’s industries: low
labor costs, expanding universities that
groom lots of engineering talent, inex-
pensive construction and ever-improv-
ing transportation and telecommunica-
tions networks. 

For example, engineers with freshly
issued bachelor’s degrees can be found
here in Hunan Province for a salary of
only about $2,640 a year — not signif-
icantly more than blue-collar workers
with vocational school degrees can
make. But the fuel propelling clean en-
ergy companies in China lies in advan-
tages provided by the government, ex-
ecutives say. 

Other countries also try to help their
clean energy industries, too, but not to
the extent that China does — and not, so
far at least, to the point of potentially
running afoul of W.T.O. rules.

No doubt China’s aggressive tactics
are making clean energy more afford-
able. Solar panel prices have dropped
by nearly half in the last two years, and
wind turbine prices have fallen by a
quarter — partly because of the global
financial crisis but mainly because of
China’s rapid expansion in these sectors
and the accompanying economies of
scale. Large Chinese wind turbines now
sell for about $685,000 per megawatt of
capacity, while Western wind turbines
cost $850,000 a megawatt.

The question is whether China is
building this industry in ways that are
unfair to overseas competitors and
make other nations overly dependent
on a Chinese industry whose approach
to the business may not be economically
or politically sustainable. 

Because China’s clean energy indus-
try has relied so heavily on land deals
and cheap state-supported loans, the in-
dustry could be vulnerable if China’s
real estate bubble bursts, or if the
banks’ loose lending creates financial
problems of the sort that have plagued
Western financial markets in recent
years.

Other countries may also become less
enthusiastic about subsidizing renew-
able energy if it means importing more
goods from China instead of creating
jobs at home. 

The rapid rise of China’s solar and
wind industries illuminates how the
government helps many export indus-
tries, as well as the challenges for the
West now that the country has emerged

as the world’s second-largest economy,
surpassing Japan and gradually gaining
on the United States.

Winning Big
Barely a player in the solar industry

five years ago, China is on track to
produce more than half the world’s so-
lar panels this year. More than 95 per-
cent of them will be exported to coun-
tries like the United States and Germa-
ny that offer generous subsidies for con-
sumers who buy solar panels. 

By contrast, the Chinese government
has relatively modest solar subsidies
for its citizens. Instead it has devoted
more money to helping manufacturers,
allowing them to cash in on other coun-
tries’ consumer subsidy programs.

China is also on track to make nearly
half of the world’s wind turbines this
year. China offers financial incentives
for utilities to use wind power, which is
less costly than solar power, and the
country passed the United States last
year as the world’s largest wind turbine
market. Government-subsidized tur-
bine makers are now preparing for
large-scale exports to the United States
and Europe, which could also result in
violations of W.T.O. rules.

Meanwhile, China itself imports vir-
tually no wind turbines or solar panels,
instead protecting those developing in-
dustries. For example, China until late
last year required that 70 percent of the
content of each wind turbine and 80 per-
cent of the content of each solar panel
be made within China. China quietly
dropped that rule after objections from
American officials, but also because its
own industries had become the world’s
largest, lowest-cost producers.

Now China strongly opposes sugges-
tions in Congress that the United States
or Europe follow China’s example and
impose “local content’’ rules to help
their own struggling renewable energy
industries. 

“Now if the U.S. sets up that kind of
regulation, it will really be a problem”
said Li Junfeng, a senior Chinese ener-
gy policy maker. “We need to buy from
each other.”

China’s expansion has been traumat-
ic for American and European solar
power manufacturers, and Western
wind turbine makers are now bracing to
compete with low-cost Chinese exports.
This year, BP shut down its solar panel
manufacturing in Frederick, Md., and in
Spain, and laid off most of the employ-
ees while expanding a joint venture in
China. 

Evergreen Solar of Marlboro, Mass.,
plans to move the final manufacturing
steps for its solar panels from Devens,
Mass., to China next summer, eliminat-
ing 300 American jobs, after struggling
to borrow money in the United States
and after finding that costs in China
were lower. 

The Obama administration has begun
high-level discussions on how to re-
spond to China’s industrial policies,
Treasury Secretary Timothy F. Geith-
ner said in an interview in Washington
in July.

“We are concerned about the depth
and breadth of the measures they have
taken,” Mr. Geithner said, later adding,
“We will be aggressive on the trade
front in terms of fighting anything that
is clearly discriminatory.” 

Helping Hand
Here in Changsha, Sunzone’s general

manager and chief engineer, Zhao Feng,
represents a new breed of Chinese
clean energy entrepreneurs. Tall and fit,
he is an avid painter, fisherman and
golfer.

“If I go to Los Angeles for 10 days, I
am on a golf course for eight days,” he
said.

A former professor of semiconductors
at Hunan University, he has a daughter
studying for a doctorate in bioengineer-

ing at the University of Chicago on a
Pentagon grant, and he owns a house in
Chicago a block from President Oba-
ma’s.

Mr. Zhao is quick to point out that
state and federal governments in the
United States have also encouraged the
development of the clean energy in-
dustry. “Our provincial governor has
come several times to our plant, just as
Gov. Arnold Schwarzenegger has made
several visits to solar power compa-
nies” in California, he said. 

But the Hunan government’s backing
of Sunzone is much more extensive
than anything in the United States.

With government help, Sunzone lined
up financing and received all the per-
mits necessary to build a factory in just
three months under an expedited ap-
proval system for clean energy busi-
nesses. It took only eight more months
to build and equip the factory. “The con-
struction teams worked 24 hours a day,
seven days a week in three shifts,” Mr.
Zhao said.

Building and equipping a solar panel
factory in the United States takes 14 to
16 months, and getting environmental
and other permits can take years, said
Tom Zarrella, the former chief execu-
tive of GT Solar in Merrimack, N.H., a
big supplier of solar manufacturing
equipment to factories in the United
States and China.

A strong symbol of the government’s
commitment to the clean energy in-
dustry in China may be Sunzone’s
walled 22-acre compound here.

The company has only 360 employ-
ees, who work in a modest two-story
building and small factory. Many of
them live in a six-story dormitory. The
compound also has a demonstration
house powered by solar panels. 

But the government has granted Sun-
zone enough cheap land to make room
for an orchard of orange trees, a nearly
finished golf driving range and winding
country lanes — all of it across the
street from 17-story apartment build-
ings near the heart of downtown Chang-
sha. A lone trellis-covered swing that
sits on Sunzone’s vast plot seems to sig-
nal how little occupied the land is.

As a clean energy business, Sunzone
was allowed to buy the land two years
ago for $90,000 an acre, Mr. Zhao said.
That was one-third of the official price
then for industrial land from the gov-
ernment.

Industrial land in this desirable
neighborhood now sells for $720,000 an
acre, giving Sunzone an eightfold profit
on paper. The company carries the land
on its books at this market price, and
can borrow against it, Mr. Zhao said.

The valuable land also means the com-
pany has big assets and little debt on its
balance sheet, which should help attract
investors for a planned initial public of-
fering in 2012.

Executives at three other clean ener-
gy companies in and around Changsha
said they, too, had been allowed to buy
government land for a third of the reg-
ulated price.

Mr. Zhao defended the size of his cor-
porate park as necessary for his busi-
ness and said it was not a real estate in-
vestment. The driving range will be
made available to all employees for
their relaxation, he said. And he said
Sunzone hoped to build a nine-story so-
lar research center on part of its land
someday.

The local government of Zhuzhou, a
city near Changsha, is even more gener-
ous. “For really good projects, we can
give them the land for free,” said He
Jianbo, the deputy director of the city’s
flourishing high-tech zone, which al-
ready makes everything from electric
buses to solar panels, and is preparing
to build electric cars. “This land subsidy
is not available to traditional industries,
only high-tech industries.”

Many state and local governments in
the United States have also built roads,
installed power lines and made other in-
frastructure improvements that have
increased the value of private land as
part of programs to attract clean ener-
gy. Tax holidays for such businesses are
common in the United States, as in Chi-
na.

But according to Commerce Depart-
ment experts in Washington, govern-
ment agencies in the United States have
generally refrained from the sale of
deeply discounted government land to
export industries, while infrastructure
improvements have been made to bene-
fit all road and telecommunications us-
ers, not just specific export industries. A
wide range of international trade agree-
ments, including W.T.O. rules, allow
governments to provide infrastructure
and some types of tax breaks, but bar
subsidies in the form of cheap transfers
of valuable government assets like land
to exporters.

Mr. Zhao said that whatever the glo-
bal trade rules might be on export sub-
sidies, the world should appreciate the
generous assistance of Chinese govern-
ment agencies to the country’s clean en-
ergy industries. That support has made
possible a sharp drop in the price of re-
newable energy and has helped human-
ity address global warming, he said.

The subsidized land will also help
Sunzone afford plans to sell solar panels
below cost to poor people in western 

China’s Subsidies for Clean Energy Push Limits of Trade Rules
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Workers, above, inside the Hunan Sunzone solar panel factory in Changsha,
China. The government transferred to the company 22 acres of valuable
land, now featuring a swing cooled by a solar-powered fan, left. Sunzone
ships most of its panels to Europe and plans to push into America. Zhao
Feng, the general manager, below left, defends government assistance. 
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Until dropping the rule late last year, 
China required that wind-power turbines 
sold there must contain 70 percent 
local content. But even though the 
world’s big turbine companies opened 
Chinese factories to meet that 
requirement, China’s government-run 
utilities have steered most contracts to 
domestic makers.

Figures are for total megawatts delivered. 
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China has become the world’s biggest 
manufacturer of solar panels, with large 
shares of leading markets — and complete 
dominance of its own market. 
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payments, to help Sunzone double its
production capacity.

Heavily subsidized land and loans for
an exporter like Sunzone are the rule,
not the exception, for clean energy busi-
nesses in Changsha and across China,
Chinese executives said in interviews
over the last three months. 

But this kind of help violates World
Trade Organization rules banning virtu-
ally all subsidies to exporters, and could
be successfully challenged at the agen-
cy’s tribunals in Geneva, said Charlene
Barshefsky, who was the United States
trade representative during the second
Clinton administration and negotiated
the terms of China’s entry to the or-
ganization in 2001.

If the country with the subsidies fails
to remove them, other countries can re-
taliate by imposing steep tariffs on im-
ports from that country. But multi-
national companies and trade associa-
tions in the clean energy business, as in
many other industries, have been wary
of filing trade cases, fearing Chinese of-
ficials’ reputation for retaliating against
joint ventures in their country and po-
tentially denying market access to any
company that takes sides against China.

W.T.O. rules allow countries to sub-
sidize goods and services in their home
markets, as long as those subsidies do
not discriminate against imports. But
the rules prohibit export subsidies, to
prevent governments from trying to
help their companies gain in world mar-
kets. 

The W.T.O. also requires countries to
declare all national, state and local sub-
sidies every two years, so that if one
country’s exports surge suspiciously,
other countries’ trade officials can easi-
ly check to see if that product is being
subsidized.

But China has virtually ignored the
requirement since joining the W.T.O.
Contending that it is still a developing
country struggling to understand its
commitments, China has filed just one
list of subsidies, which were in place be-
tween 2001 and 2004. And that one list
covered only central government pol-
icies while omitting local or provincial
subsidies.

The Chinese mission to the W.T.O.,
which is part of China’s commerce min-
istry, would not comment for this arti-
cle. After reading questions The New
York Times submitted by fax last week,
mission officials declined to respond,
saying that any comments might affect
China’s standing in other trade dis-
putes.

Sunzone and other Chinese clean en-
ergy companies also benefit from the
fact that the government spends $1 bil-
lion a day intervening in the currency
markets so that Chinese exports be-
come more affordable in foreign mar-
kets. Systematic intervention in cur-
rency markets to obtain an advantage
in trade violates the rules of the In-
ternational Monetary Fund, of which
China is a member, although the I.M.F.
has little power to punish violators.

Chinese wind and solar power manu-
facturers further benefit from the gov-
ernment’s imposition of sharp reduc-
tions this summer in exports of raw ma-
terials, known as rare earths, that are
crucial for solar panels and wind tur-
bines. China mines almost all of the
world’s rare earths. W.T.O. rules ban
most export restrictions. 

Of course, China’s success in clean
energy also stems from assets enjoyed
by many of the nation’s industries: low
labor costs, expanding universities that
groom lots of engineering talent, inex-
pensive construction and ever-improv-
ing transportation and telecommunica-
tions networks. 

For example, engineers with freshly
issued bachelor’s degrees can be found
here in Hunan Province for a salary of
only about $2,640 a year — not signif-
icantly more than blue-collar workers
with vocational school degrees can
make. But the fuel propelling clean en-
ergy companies in China lies in advan-
tages provided by the government, ex-
ecutives say. 

Other countries also try to help their
clean energy industries, too, but not to
the extent that China does — and not, so
far at least, to the point of potentially
running afoul of W.T.O. rules.

No doubt China’s aggressive tactics
are making clean energy more afford-
able. Solar panel prices have dropped
by nearly half in the last two years, and
wind turbine prices have fallen by a
quarter — partly because of the global
financial crisis but mainly because of
China’s rapid expansion in these sectors
and the accompanying economies of
scale. Large Chinese wind turbines now
sell for about $685,000 per megawatt of
capacity, while Western wind turbines
cost $850,000 a megawatt.

The question is whether China is
building this industry in ways that are
unfair to overseas competitors and
make other nations overly dependent
on a Chinese industry whose approach
to the business may not be economically
or politically sustainable. 

Because China’s clean energy indus-
try has relied so heavily on land deals
and cheap state-supported loans, the in-
dustry could be vulnerable if China’s
real estate bubble bursts, or if the
banks’ loose lending creates financial
problems of the sort that have plagued
Western financial markets in recent
years.

Other countries may also become less
enthusiastic about subsidizing renew-
able energy if it means importing more
goods from China instead of creating
jobs at home. 

The rapid rise of China’s solar and
wind industries illuminates how the
government helps many export indus-
tries, as well as the challenges for the
West now that the country has emerged

as the world’s second-largest economy,
surpassing Japan and gradually gaining
on the United States.

Winning Big
Barely a player in the solar industry

five years ago, China is on track to
produce more than half the world’s so-
lar panels this year. More than 95 per-
cent of them will be exported to coun-
tries like the United States and Germa-
ny that offer generous subsidies for con-
sumers who buy solar panels. 

By contrast, the Chinese government
has relatively modest solar subsidies
for its citizens. Instead it has devoted
more money to helping manufacturers,
allowing them to cash in on other coun-
tries’ consumer subsidy programs.

China is also on track to make nearly
half of the world’s wind turbines this
year. China offers financial incentives
for utilities to use wind power, which is
less costly than solar power, and the
country passed the United States last
year as the world’s largest wind turbine
market. Government-subsidized tur-
bine makers are now preparing for
large-scale exports to the United States
and Europe, which could also result in
violations of W.T.O. rules.

Meanwhile, China itself imports vir-
tually no wind turbines or solar panels,
instead protecting those developing in-
dustries. For example, China until late
last year required that 70 percent of the
content of each wind turbine and 80 per-
cent of the content of each solar panel
be made within China. China quietly
dropped that rule after objections from
American officials, but also because its
own industries had become the world’s
largest, lowest-cost producers.

Now China strongly opposes sugges-
tions in Congress that the United States
or Europe follow China’s example and
impose “local content’’ rules to help
their own struggling renewable energy
industries. 

“Now if the U.S. sets up that kind of
regulation, it will really be a problem”
said Li Junfeng, a senior Chinese ener-
gy policy maker. “We need to buy from
each other.”

China’s expansion has been traumat-
ic for American and European solar
power manufacturers, and Western
wind turbine makers are now bracing to
compete with low-cost Chinese exports.
This year, BP shut down its solar panel
manufacturing in Frederick, Md., and in
Spain, and laid off most of the employ-
ees while expanding a joint venture in
China. 

Evergreen Solar of Marlboro, Mass.,
plans to move the final manufacturing
steps for its solar panels from Devens,
Mass., to China next summer, eliminat-
ing 300 American jobs, after struggling
to borrow money in the United States
and after finding that costs in China
were lower. 

The Obama administration has begun
high-level discussions on how to re-
spond to China’s industrial policies,
Treasury Secretary Timothy F. Geith-
ner said in an interview in Washington
in July.

“We are concerned about the depth
and breadth of the measures they have
taken,” Mr. Geithner said, later adding,
“We will be aggressive on the trade
front in terms of fighting anything that
is clearly discriminatory.” 

Helping Hand
Here in Changsha, Sunzone’s general

manager and chief engineer, Zhao Feng,
represents a new breed of Chinese
clean energy entrepreneurs. Tall and fit,
he is an avid painter, fisherman and
golfer.

“If I go to Los Angeles for 10 days, I
am on a golf course for eight days,” he
said.

A former professor of semiconductors
at Hunan University, he has a daughter
studying for a doctorate in bioengineer-

ing at the University of Chicago on a
Pentagon grant, and he owns a house in
Chicago a block from President Oba-
ma’s.

Mr. Zhao is quick to point out that
state and federal governments in the
United States have also encouraged the
development of the clean energy in-
dustry. “Our provincial governor has
come several times to our plant, just as
Gov. Arnold Schwarzenegger has made
several visits to solar power compa-
nies” in California, he said. 

But the Hunan government’s backing
of Sunzone is much more extensive
than anything in the United States.

With government help, Sunzone lined
up financing and received all the per-
mits necessary to build a factory in just
three months under an expedited ap-
proval system for clean energy busi-
nesses. It took only eight more months
to build and equip the factory. “The con-
struction teams worked 24 hours a day,
seven days a week in three shifts,” Mr.
Zhao said.

Building and equipping a solar panel
factory in the United States takes 14 to
16 months, and getting environmental
and other permits can take years, said
Tom Zarrella, the former chief execu-
tive of GT Solar in Merrimack, N.H., a
big supplier of solar manufacturing
equipment to factories in the United
States and China.

A strong symbol of the government’s
commitment to the clean energy in-
dustry in China may be Sunzone’s
walled 22-acre compound here.

The company has only 360 employ-
ees, who work in a modest two-story
building and small factory. Many of
them live in a six-story dormitory. The
compound also has a demonstration
house powered by solar panels. 

But the government has granted Sun-
zone enough cheap land to make room
for an orchard of orange trees, a nearly
finished golf driving range and winding
country lanes — all of it across the
street from 17-story apartment build-
ings near the heart of downtown Chang-
sha. A lone trellis-covered swing that
sits on Sunzone’s vast plot seems to sig-
nal how little occupied the land is.

As a clean energy business, Sunzone
was allowed to buy the land two years
ago for $90,000 an acre, Mr. Zhao said.
That was one-third of the official price
then for industrial land from the gov-
ernment.

Industrial land in this desirable
neighborhood now sells for $720,000 an
acre, giving Sunzone an eightfold profit
on paper. The company carries the land
on its books at this market price, and
can borrow against it, Mr. Zhao said.

The valuable land also means the com-
pany has big assets and little debt on its
balance sheet, which should help attract
investors for a planned initial public of-
fering in 2012.

Executives at three other clean ener-
gy companies in and around Changsha
said they, too, had been allowed to buy
government land for a third of the reg-
ulated price.

Mr. Zhao defended the size of his cor-
porate park as necessary for his busi-
ness and said it was not a real estate in-
vestment. The driving range will be
made available to all employees for
their relaxation, he said. And he said
Sunzone hoped to build a nine-story so-
lar research center on part of its land
someday.

The local government of Zhuzhou, a
city near Changsha, is even more gener-
ous. “For really good projects, we can
give them the land for free,” said He
Jianbo, the deputy director of the city’s
flourishing high-tech zone, which al-
ready makes everything from electric
buses to solar panels, and is preparing
to build electric cars. “This land subsidy
is not available to traditional industries,
only high-tech industries.”

Many state and local governments in
the United States have also built roads,
installed power lines and made other in-
frastructure improvements that have
increased the value of private land as
part of programs to attract clean ener-
gy. Tax holidays for such businesses are
common in the United States, as in Chi-
na.

But according to Commerce Depart-
ment experts in Washington, govern-
ment agencies in the United States have
generally refrained from the sale of
deeply discounted government land to
export industries, while infrastructure
improvements have been made to bene-
fit all road and telecommunications us-
ers, not just specific export industries. A
wide range of international trade agree-
ments, including W.T.O. rules, allow
governments to provide infrastructure
and some types of tax breaks, but bar
subsidies in the form of cheap transfers
of valuable government assets like land
to exporters.

Mr. Zhao said that whatever the glo-
bal trade rules might be on export sub-
sidies, the world should appreciate the
generous assistance of Chinese govern-
ment agencies to the country’s clean en-
ergy industries. That support has made
possible a sharp drop in the price of re-
newable energy and has helped human-
ity address global warming, he said.

The subsidized land will also help
Sunzone afford plans to sell solar panels
below cost to poor people in western 

China’s Subsidies for Clean Energy Push Limits of Trade Rules
From Page A1
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Workers, above, inside the Hunan Sunzone solar panel factory in Changsha,
China. The government transferred to the company 22 acres of valuable
land, now featuring a swing cooled by a solar-powered fan, left. Sunzone
ships most of its panels to Europe and plans to push into America. Zhao
Feng, the general manager, below left, defends government assistance. 

Wind at Their Backs
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Until dropping the rule late last year, 
China required that wind-power turbines 
sold there must contain 70 percent 
local content. But even though the 
world’s big turbine companies opened 
Chinese factories to meet that 
requirement, China’s government-run 
utilities have steered most contracts to 
domestic makers.

Figures are for total megawatts delivered. 
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China has become the world’s biggest 
manufacturer of solar panels, with large 
shares of leading markets — and complete 
dominance of its own market. 
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payments, to help Sunzone double its
production capacity.

Heavily subsidized land and loans for
an exporter like Sunzone are the rule,
not the exception, for clean energy busi-
nesses in Changsha and across China,
Chinese executives said in interviews
over the last three months. 

But this kind of help violates World
Trade Organization rules banning virtu-
ally all subsidies to exporters, and could
be successfully challenged at the agen-
cy’s tribunals in Geneva, said Charlene
Barshefsky, who was the United States
trade representative during the second
Clinton administration and negotiated
the terms of China’s entry to the or-
ganization in 2001.

If the country with the subsidies fails
to remove them, other countries can re-
taliate by imposing steep tariffs on im-
ports from that country. But multi-
national companies and trade associa-
tions in the clean energy business, as in
many other industries, have been wary
of filing trade cases, fearing Chinese of-
ficials’ reputation for retaliating against
joint ventures in their country and po-
tentially denying market access to any
company that takes sides against China.

W.T.O. rules allow countries to sub-
sidize goods and services in their home
markets, as long as those subsidies do
not discriminate against imports. But
the rules prohibit export subsidies, to
prevent governments from trying to
help their companies gain in world mar-
kets. 

The W.T.O. also requires countries to
declare all national, state and local sub-
sidies every two years, so that if one
country’s exports surge suspiciously,
other countries’ trade officials can easi-
ly check to see if that product is being
subsidized.

But China has virtually ignored the
requirement since joining the W.T.O.
Contending that it is still a developing
country struggling to understand its
commitments, China has filed just one
list of subsidies, which were in place be-
tween 2001 and 2004. And that one list
covered only central government pol-
icies while omitting local or provincial
subsidies.

The Chinese mission to the W.T.O.,
which is part of China’s commerce min-
istry, would not comment for this arti-
cle. After reading questions The New
York Times submitted by fax last week,
mission officials declined to respond,
saying that any comments might affect
China’s standing in other trade dis-
putes.

Sunzone and other Chinese clean en-
ergy companies also benefit from the
fact that the government spends $1 bil-
lion a day intervening in the currency
markets so that Chinese exports be-
come more affordable in foreign mar-
kets. Systematic intervention in cur-
rency markets to obtain an advantage
in trade violates the rules of the In-
ternational Monetary Fund, of which
China is a member, although the I.M.F.
has little power to punish violators.

Chinese wind and solar power manu-
facturers further benefit from the gov-
ernment’s imposition of sharp reduc-
tions this summer in exports of raw ma-
terials, known as rare earths, that are
crucial for solar panels and wind tur-
bines. China mines almost all of the
world’s rare earths. W.T.O. rules ban
most export restrictions. 

Of course, China’s success in clean
energy also stems from assets enjoyed
by many of the nation’s industries: low
labor costs, expanding universities that
groom lots of engineering talent, inex-
pensive construction and ever-improv-
ing transportation and telecommunica-
tions networks. 

For example, engineers with freshly
issued bachelor’s degrees can be found
here in Hunan Province for a salary of
only about $2,640 a year — not signif-
icantly more than blue-collar workers
with vocational school degrees can
make. But the fuel propelling clean en-
ergy companies in China lies in advan-
tages provided by the government, ex-
ecutives say. 

Other countries also try to help their
clean energy industries, too, but not to
the extent that China does — and not, so
far at least, to the point of potentially
running afoul of W.T.O. rules.

No doubt China’s aggressive tactics
are making clean energy more afford-
able. Solar panel prices have dropped
by nearly half in the last two years, and
wind turbine prices have fallen by a
quarter — partly because of the global
financial crisis but mainly because of
China’s rapid expansion in these sectors
and the accompanying economies of
scale. Large Chinese wind turbines now
sell for about $685,000 per megawatt of
capacity, while Western wind turbines
cost $850,000 a megawatt.

The question is whether China is
building this industry in ways that are
unfair to overseas competitors and
make other nations overly dependent
on a Chinese industry whose approach
to the business may not be economically
or politically sustainable. 

Because China’s clean energy indus-
try has relied so heavily on land deals
and cheap state-supported loans, the in-
dustry could be vulnerable if China’s
real estate bubble bursts, or if the
banks’ loose lending creates financial
problems of the sort that have plagued
Western financial markets in recent
years.

Other countries may also become less
enthusiastic about subsidizing renew-
able energy if it means importing more
goods from China instead of creating
jobs at home. 

The rapid rise of China’s solar and
wind industries illuminates how the
government helps many export indus-
tries, as well as the challenges for the
West now that the country has emerged

as the world’s second-largest economy,
surpassing Japan and gradually gaining
on the United States.

Winning Big
Barely a player in the solar industry

five years ago, China is on track to
produce more than half the world’s so-
lar panels this year. More than 95 per-
cent of them will be exported to coun-
tries like the United States and Germa-
ny that offer generous subsidies for con-
sumers who buy solar panels. 

By contrast, the Chinese government
has relatively modest solar subsidies
for its citizens. Instead it has devoted
more money to helping manufacturers,
allowing them to cash in on other coun-
tries’ consumer subsidy programs.

China is also on track to make nearly
half of the world’s wind turbines this
year. China offers financial incentives
for utilities to use wind power, which is
less costly than solar power, and the
country passed the United States last
year as the world’s largest wind turbine
market. Government-subsidized tur-
bine makers are now preparing for
large-scale exports to the United States
and Europe, which could also result in
violations of W.T.O. rules.

Meanwhile, China itself imports vir-
tually no wind turbines or solar panels,
instead protecting those developing in-
dustries. For example, China until late
last year required that 70 percent of the
content of each wind turbine and 80 per-
cent of the content of each solar panel
be made within China. China quietly
dropped that rule after objections from
American officials, but also because its
own industries had become the world’s
largest, lowest-cost producers.

Now China strongly opposes sugges-
tions in Congress that the United States
or Europe follow China’s example and
impose “local content’’ rules to help
their own struggling renewable energy
industries. 

“Now if the U.S. sets up that kind of
regulation, it will really be a problem”
said Li Junfeng, a senior Chinese ener-
gy policy maker. “We need to buy from
each other.”

China’s expansion has been traumat-
ic for American and European solar
power manufacturers, and Western
wind turbine makers are now bracing to
compete with low-cost Chinese exports.
This year, BP shut down its solar panel
manufacturing in Frederick, Md., and in
Spain, and laid off most of the employ-
ees while expanding a joint venture in
China. 

Evergreen Solar of Marlboro, Mass.,
plans to move the final manufacturing
steps for its solar panels from Devens,
Mass., to China next summer, eliminat-
ing 300 American jobs, after struggling
to borrow money in the United States
and after finding that costs in China
were lower. 

The Obama administration has begun
high-level discussions on how to re-
spond to China’s industrial policies,
Treasury Secretary Timothy F. Geith-
ner said in an interview in Washington
in July.

“We are concerned about the depth
and breadth of the measures they have
taken,” Mr. Geithner said, later adding,
“We will be aggressive on the trade
front in terms of fighting anything that
is clearly discriminatory.” 

Helping Hand
Here in Changsha, Sunzone’s general

manager and chief engineer, Zhao Feng,
represents a new breed of Chinese
clean energy entrepreneurs. Tall and fit,
he is an avid painter, fisherman and
golfer.

“If I go to Los Angeles for 10 days, I
am on a golf course for eight days,” he
said.

A former professor of semiconductors
at Hunan University, he has a daughter
studying for a doctorate in bioengineer-

ing at the University of Chicago on a
Pentagon grant, and he owns a house in
Chicago a block from President Oba-
ma’s.

Mr. Zhao is quick to point out that
state and federal governments in the
United States have also encouraged the
development of the clean energy in-
dustry. “Our provincial governor has
come several times to our plant, just as
Gov. Arnold Schwarzenegger has made
several visits to solar power compa-
nies” in California, he said. 

But the Hunan government’s backing
of Sunzone is much more extensive
than anything in the United States.

With government help, Sunzone lined
up financing and received all the per-
mits necessary to build a factory in just
three months under an expedited ap-
proval system for clean energy busi-
nesses. It took only eight more months
to build and equip the factory. “The con-
struction teams worked 24 hours a day,
seven days a week in three shifts,” Mr.
Zhao said.

Building and equipping a solar panel
factory in the United States takes 14 to
16 months, and getting environmental
and other permits can take years, said
Tom Zarrella, the former chief execu-
tive of GT Solar in Merrimack, N.H., a
big supplier of solar manufacturing
equipment to factories in the United
States and China.

A strong symbol of the government’s
commitment to the clean energy in-
dustry in China may be Sunzone’s
walled 22-acre compound here.

The company has only 360 employ-
ees, who work in a modest two-story
building and small factory. Many of
them live in a six-story dormitory. The
compound also has a demonstration
house powered by solar panels. 

But the government has granted Sun-
zone enough cheap land to make room
for an orchard of orange trees, a nearly
finished golf driving range and winding
country lanes — all of it across the
street from 17-story apartment build-
ings near the heart of downtown Chang-
sha. A lone trellis-covered swing that
sits on Sunzone’s vast plot seems to sig-
nal how little occupied the land is.

As a clean energy business, Sunzone
was allowed to buy the land two years
ago for $90,000 an acre, Mr. Zhao said.
That was one-third of the official price
then for industrial land from the gov-
ernment.

Industrial land in this desirable
neighborhood now sells for $720,000 an
acre, giving Sunzone an eightfold profit
on paper. The company carries the land
on its books at this market price, and
can borrow against it, Mr. Zhao said.

The valuable land also means the com-
pany has big assets and little debt on its
balance sheet, which should help attract
investors for a planned initial public of-
fering in 2012.

Executives at three other clean ener-
gy companies in and around Changsha
said they, too, had been allowed to buy
government land for a third of the reg-
ulated price.

Mr. Zhao defended the size of his cor-
porate park as necessary for his busi-
ness and said it was not a real estate in-
vestment. The driving range will be
made available to all employees for
their relaxation, he said. And he said
Sunzone hoped to build a nine-story so-
lar research center on part of its land
someday.

The local government of Zhuzhou, a
city near Changsha, is even more gener-
ous. “For really good projects, we can
give them the land for free,” said He
Jianbo, the deputy director of the city’s
flourishing high-tech zone, which al-
ready makes everything from electric
buses to solar panels, and is preparing
to build electric cars. “This land subsidy
is not available to traditional industries,
only high-tech industries.”

Many state and local governments in
the United States have also built roads,
installed power lines and made other in-
frastructure improvements that have
increased the value of private land as
part of programs to attract clean ener-
gy. Tax holidays for such businesses are
common in the United States, as in Chi-
na.

But according to Commerce Depart-
ment experts in Washington, govern-
ment agencies in the United States have
generally refrained from the sale of
deeply discounted government land to
export industries, while infrastructure
improvements have been made to bene-
fit all road and telecommunications us-
ers, not just specific export industries. A
wide range of international trade agree-
ments, including W.T.O. rules, allow
governments to provide infrastructure
and some types of tax breaks, but bar
subsidies in the form of cheap transfers
of valuable government assets like land
to exporters.

Mr. Zhao said that whatever the glo-
bal trade rules might be on export sub-
sidies, the world should appreciate the
generous assistance of Chinese govern-
ment agencies to the country’s clean en-
ergy industries. That support has made
possible a sharp drop in the price of re-
newable energy and has helped human-
ity address global warming, he said.

The subsidized land will also help
Sunzone afford plans to sell solar panels
below cost to poor people in western 

China’s Subsidies for Clean Energy Push Limits of Trade Rules
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Workers, above, inside the Hunan Sunzone solar panel factory in Changsha,
China. The government transferred to the company 22 acres of valuable
land, now featuring a swing cooled by a solar-powered fan, left. Sunzone
ships most of its panels to Europe and plans to push into America. Zhao
Feng, the general manager, below left, defends government assistance. 
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Until dropping the rule late last year, 
China required that wind-power turbines 
sold there must contain 70 percent 
local content. But even though the 
world’s big turbine companies opened 
Chinese factories to meet that 
requirement, China’s government-run 
utilities have steered most contracts to 
domestic makers.

Figures are for total megawatts delivered. 
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China has become the world’s biggest 
manufacturer of solar panels, with large 
shares of leading markets — and complete 
dominance of its own market. 
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payments, to help Sunzone double its
production capacity.

Heavily subsidized land and loans for
an exporter like Sunzone are the rule,
not the exception, for clean energy busi-
nesses in Changsha and across China,
Chinese executives said in interviews
over the last three months. 

But this kind of help violates World
Trade Organization rules banning virtu-
ally all subsidies to exporters, and could
be successfully challenged at the agen-
cy’s tribunals in Geneva, said Charlene
Barshefsky, who was the United States
trade representative during the second
Clinton administration and negotiated
the terms of China’s entry to the or-
ganization in 2001.

If the country with the subsidies fails
to remove them, other countries can re-
taliate by imposing steep tariffs on im-
ports from that country. But multi-
national companies and trade associa-
tions in the clean energy business, as in
many other industries, have been wary
of filing trade cases, fearing Chinese of-
ficials’ reputation for retaliating against
joint ventures in their country and po-
tentially denying market access to any
company that takes sides against China.

W.T.O. rules allow countries to sub-
sidize goods and services in their home
markets, as long as those subsidies do
not discriminate against imports. But
the rules prohibit export subsidies, to
prevent governments from trying to
help their companies gain in world mar-
kets. 

The W.T.O. also requires countries to
declare all national, state and local sub-
sidies every two years, so that if one
country’s exports surge suspiciously,
other countries’ trade officials can easi-
ly check to see if that product is being
subsidized.

But China has virtually ignored the
requirement since joining the W.T.O.
Contending that it is still a developing
country struggling to understand its
commitments, China has filed just one
list of subsidies, which were in place be-
tween 2001 and 2004. And that one list
covered only central government pol-
icies while omitting local or provincial
subsidies.

The Chinese mission to the W.T.O.,
which is part of China’s commerce min-
istry, would not comment for this arti-
cle. After reading questions The New
York Times submitted by fax last week,
mission officials declined to respond,
saying that any comments might affect
China’s standing in other trade dis-
putes.

Sunzone and other Chinese clean en-
ergy companies also benefit from the
fact that the government spends $1 bil-
lion a day intervening in the currency
markets so that Chinese exports be-
come more affordable in foreign mar-
kets. Systematic intervention in cur-
rency markets to obtain an advantage
in trade violates the rules of the In-
ternational Monetary Fund, of which
China is a member, although the I.M.F.
has little power to punish violators.

Chinese wind and solar power manu-
facturers further benefit from the gov-
ernment’s imposition of sharp reduc-
tions this summer in exports of raw ma-
terials, known as rare earths, that are
crucial for solar panels and wind tur-
bines. China mines almost all of the
world’s rare earths. W.T.O. rules ban
most export restrictions. 

Of course, China’s success in clean
energy also stems from assets enjoyed
by many of the nation’s industries: low
labor costs, expanding universities that
groom lots of engineering talent, inex-
pensive construction and ever-improv-
ing transportation and telecommunica-
tions networks. 

For example, engineers with freshly
issued bachelor’s degrees can be found
here in Hunan Province for a salary of
only about $2,640 a year — not signif-
icantly more than blue-collar workers
with vocational school degrees can
make. But the fuel propelling clean en-
ergy companies in China lies in advan-
tages provided by the government, ex-
ecutives say. 

Other countries also try to help their
clean energy industries, too, but not to
the extent that China does — and not, so
far at least, to the point of potentially
running afoul of W.T.O. rules.

No doubt China’s aggressive tactics
are making clean energy more afford-
able. Solar panel prices have dropped
by nearly half in the last two years, and
wind turbine prices have fallen by a
quarter — partly because of the global
financial crisis but mainly because of
China’s rapid expansion in these sectors
and the accompanying economies of
scale. Large Chinese wind turbines now
sell for about $685,000 per megawatt of
capacity, while Western wind turbines
cost $850,000 a megawatt.

The question is whether China is
building this industry in ways that are
unfair to overseas competitors and
make other nations overly dependent
on a Chinese industry whose approach
to the business may not be economically
or politically sustainable. 

Because China’s clean energy indus-
try has relied so heavily on land deals
and cheap state-supported loans, the in-
dustry could be vulnerable if China’s
real estate bubble bursts, or if the
banks’ loose lending creates financial
problems of the sort that have plagued
Western financial markets in recent
years.

Other countries may also become less
enthusiastic about subsidizing renew-
able energy if it means importing more
goods from China instead of creating
jobs at home. 

The rapid rise of China’s solar and
wind industries illuminates how the
government helps many export indus-
tries, as well as the challenges for the
West now that the country has emerged

as the world’s second-largest economy,
surpassing Japan and gradually gaining
on the United States.

Winning Big
Barely a player in the solar industry

five years ago, China is on track to
produce more than half the world’s so-
lar panels this year. More than 95 per-
cent of them will be exported to coun-
tries like the United States and Germa-
ny that offer generous subsidies for con-
sumers who buy solar panels. 

By contrast, the Chinese government
has relatively modest solar subsidies
for its citizens. Instead it has devoted
more money to helping manufacturers,
allowing them to cash in on other coun-
tries’ consumer subsidy programs.

China is also on track to make nearly
half of the world’s wind turbines this
year. China offers financial incentives
for utilities to use wind power, which is
less costly than solar power, and the
country passed the United States last
year as the world’s largest wind turbine
market. Government-subsidized tur-
bine makers are now preparing for
large-scale exports to the United States
and Europe, which could also result in
violations of W.T.O. rules.

Meanwhile, China itself imports vir-
tually no wind turbines or solar panels,
instead protecting those developing in-
dustries. For example, China until late
last year required that 70 percent of the
content of each wind turbine and 80 per-
cent of the content of each solar panel
be made within China. China quietly
dropped that rule after objections from
American officials, but also because its
own industries had become the world’s
largest, lowest-cost producers.

Now China strongly opposes sugges-
tions in Congress that the United States
or Europe follow China’s example and
impose “local content’’ rules to help
their own struggling renewable energy
industries. 

“Now if the U.S. sets up that kind of
regulation, it will really be a problem”
said Li Junfeng, a senior Chinese ener-
gy policy maker. “We need to buy from
each other.”

China’s expansion has been traumat-
ic for American and European solar
power manufacturers, and Western
wind turbine makers are now bracing to
compete with low-cost Chinese exports.
This year, BP shut down its solar panel
manufacturing in Frederick, Md., and in
Spain, and laid off most of the employ-
ees while expanding a joint venture in
China. 

Evergreen Solar of Marlboro, Mass.,
plans to move the final manufacturing
steps for its solar panels from Devens,
Mass., to China next summer, eliminat-
ing 300 American jobs, after struggling
to borrow money in the United States
and after finding that costs in China
were lower. 

The Obama administration has begun
high-level discussions on how to re-
spond to China’s industrial policies,
Treasury Secretary Timothy F. Geith-
ner said in an interview in Washington
in July.

“We are concerned about the depth
and breadth of the measures they have
taken,” Mr. Geithner said, later adding,
“We will be aggressive on the trade
front in terms of fighting anything that
is clearly discriminatory.” 

Helping Hand
Here in Changsha, Sunzone’s general

manager and chief engineer, Zhao Feng,
represents a new breed of Chinese
clean energy entrepreneurs. Tall and fit,
he is an avid painter, fisherman and
golfer.

“If I go to Los Angeles for 10 days, I
am on a golf course for eight days,” he
said.

A former professor of semiconductors
at Hunan University, he has a daughter
studying for a doctorate in bioengineer-

ing at the University of Chicago on a
Pentagon grant, and he owns a house in
Chicago a block from President Oba-
ma’s.

Mr. Zhao is quick to point out that
state and federal governments in the
United States have also encouraged the
development of the clean energy in-
dustry. “Our provincial governor has
come several times to our plant, just as
Gov. Arnold Schwarzenegger has made
several visits to solar power compa-
nies” in California, he said. 

But the Hunan government’s backing
of Sunzone is much more extensive
than anything in the United States.

With government help, Sunzone lined
up financing and received all the per-
mits necessary to build a factory in just
three months under an expedited ap-
proval system for clean energy busi-
nesses. It took only eight more months
to build and equip the factory. “The con-
struction teams worked 24 hours a day,
seven days a week in three shifts,” Mr.
Zhao said.

Building and equipping a solar panel
factory in the United States takes 14 to
16 months, and getting environmental
and other permits can take years, said
Tom Zarrella, the former chief execu-
tive of GT Solar in Merrimack, N.H., a
big supplier of solar manufacturing
equipment to factories in the United
States and China.

A strong symbol of the government’s
commitment to the clean energy in-
dustry in China may be Sunzone’s
walled 22-acre compound here.

The company has only 360 employ-
ees, who work in a modest two-story
building and small factory. Many of
them live in a six-story dormitory. The
compound also has a demonstration
house powered by solar panels. 

But the government has granted Sun-
zone enough cheap land to make room
for an orchard of orange trees, a nearly
finished golf driving range and winding
country lanes — all of it across the
street from 17-story apartment build-
ings near the heart of downtown Chang-
sha. A lone trellis-covered swing that
sits on Sunzone’s vast plot seems to sig-
nal how little occupied the land is.

As a clean energy business, Sunzone
was allowed to buy the land two years
ago for $90,000 an acre, Mr. Zhao said.
That was one-third of the official price
then for industrial land from the gov-
ernment.

Industrial land in this desirable
neighborhood now sells for $720,000 an
acre, giving Sunzone an eightfold profit
on paper. The company carries the land
on its books at this market price, and
can borrow against it, Mr. Zhao said.

The valuable land also means the com-
pany has big assets and little debt on its
balance sheet, which should help attract
investors for a planned initial public of-
fering in 2012.

Executives at three other clean ener-
gy companies in and around Changsha
said they, too, had been allowed to buy
government land for a third of the reg-
ulated price.

Mr. Zhao defended the size of his cor-
porate park as necessary for his busi-
ness and said it was not a real estate in-
vestment. The driving range will be
made available to all employees for
their relaxation, he said. And he said
Sunzone hoped to build a nine-story so-
lar research center on part of its land
someday.

The local government of Zhuzhou, a
city near Changsha, is even more gener-
ous. “For really good projects, we can
give them the land for free,” said He
Jianbo, the deputy director of the city’s
flourishing high-tech zone, which al-
ready makes everything from electric
buses to solar panels, and is preparing
to build electric cars. “This land subsidy
is not available to traditional industries,
only high-tech industries.”

Many state and local governments in
the United States have also built roads,
installed power lines and made other in-
frastructure improvements that have
increased the value of private land as
part of programs to attract clean ener-
gy. Tax holidays for such businesses are
common in the United States, as in Chi-
na.

But according to Commerce Depart-
ment experts in Washington, govern-
ment agencies in the United States have
generally refrained from the sale of
deeply discounted government land to
export industries, while infrastructure
improvements have been made to bene-
fit all road and telecommunications us-
ers, not just specific export industries. A
wide range of international trade agree-
ments, including W.T.O. rules, allow
governments to provide infrastructure
and some types of tax breaks, but bar
subsidies in the form of cheap transfers
of valuable government assets like land
to exporters.

Mr. Zhao said that whatever the glo-
bal trade rules might be on export sub-
sidies, the world should appreciate the
generous assistance of Chinese govern-
ment agencies to the country’s clean en-
ergy industries. That support has made
possible a sharp drop in the price of re-
newable energy and has helped human-
ity address global warming, he said.

The subsidized land will also help
Sunzone afford plans to sell solar panels
below cost to poor people in western 

China’s Subsidies for Clean Energy Push Limits of Trade Rules
From Page A1

PHOTOGRAPHS BY TIMOTHY O’ROURKE FOR THE NEW YORK TIMES

Workers, above, inside the Hunan Sunzone solar panel factory in Changsha,
China. The government transferred to the company 22 acres of valuable
land, now featuring a swing cooled by a solar-powered fan, left. Sunzone
ships most of its panels to Europe and plans to push into America. Zhao
Feng, the general manager, below left, defends government assistance. 

Wind at Their Backs
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Source: IHS Emerging Energy Research

Until dropping the rule late last year, 
China required that wind-power turbines 
sold there must contain 70 percent 
local content. But even though the 
world’s big turbine companies opened 
Chinese factories to meet that 
requirement, China’s government-run 
utilities have steered most contracts to 
domestic makers.

Figures are for total megawatts delivered. 
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China has become the world’s biggest 
manufacturer of solar panels, with large 
shares of leading markets — and complete 
dominance of its own market. 
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payments, to help Sunzone double its
production capacity.

Heavily subsidized land and loans for
an exporter like Sunzone are the rule,
not the exception, for clean energy busi-
nesses in Changsha and across China,
Chinese executives said in interviews
over the last three months. 

But this kind of help violates World
Trade Organization rules banning virtu-
ally all subsidies to exporters, and could
be successfully challenged at the agen-
cy’s tribunals in Geneva, said Charlene
Barshefsky, who was the United States
trade representative during the second
Clinton administration and negotiated
the terms of China’s entry to the or-
ganization in 2001.

If the country with the subsidies fails
to remove them, other countries can re-
taliate by imposing steep tariffs on im-
ports from that country. But multi-
national companies and trade associa-
tions in the clean energy business, as in
many other industries, have been wary
of filing trade cases, fearing Chinese of-
ficials’ reputation for retaliating against
joint ventures in their country and po-
tentially denying market access to any
company that takes sides against China.

W.T.O. rules allow countries to sub-
sidize goods and services in their home
markets, as long as those subsidies do
not discriminate against imports. But
the rules prohibit export subsidies, to
prevent governments from trying to
help their companies gain in world mar-
kets. 

The W.T.O. also requires countries to
declare all national, state and local sub-
sidies every two years, so that if one
country’s exports surge suspiciously,
other countries’ trade officials can easi-
ly check to see if that product is being
subsidized.

But China has virtually ignored the
requirement since joining the W.T.O.
Contending that it is still a developing
country struggling to understand its
commitments, China has filed just one
list of subsidies, which were in place be-
tween 2001 and 2004. And that one list
covered only central government pol-
icies while omitting local or provincial
subsidies.

The Chinese mission to the W.T.O.,
which is part of China’s commerce min-
istry, would not comment for this arti-
cle. After reading questions The New
York Times submitted by fax last week,
mission officials declined to respond,
saying that any comments might affect
China’s standing in other trade dis-
putes.

Sunzone and other Chinese clean en-
ergy companies also benefit from the
fact that the government spends $1 bil-
lion a day intervening in the currency
markets so that Chinese exports be-
come more affordable in foreign mar-
kets. Systematic intervention in cur-
rency markets to obtain an advantage
in trade violates the rules of the In-
ternational Monetary Fund, of which
China is a member, although the I.M.F.
has little power to punish violators.

Chinese wind and solar power manu-
facturers further benefit from the gov-
ernment’s imposition of sharp reduc-
tions this summer in exports of raw ma-
terials, known as rare earths, that are
crucial for solar panels and wind tur-
bines. China mines almost all of the
world’s rare earths. W.T.O. rules ban
most export restrictions. 

Of course, China’s success in clean
energy also stems from assets enjoyed
by many of the nation’s industries: low
labor costs, expanding universities that
groom lots of engineering talent, inex-
pensive construction and ever-improv-
ing transportation and telecommunica-
tions networks. 

For example, engineers with freshly
issued bachelor’s degrees can be found
here in Hunan Province for a salary of
only about $2,640 a year — not signif-
icantly more than blue-collar workers
with vocational school degrees can
make. But the fuel propelling clean en-
ergy companies in China lies in advan-
tages provided by the government, ex-
ecutives say. 

Other countries also try to help their
clean energy industries, too, but not to
the extent that China does — and not, so
far at least, to the point of potentially
running afoul of W.T.O. rules.

No doubt China’s aggressive tactics
are making clean energy more afford-
able. Solar panel prices have dropped
by nearly half in the last two years, and
wind turbine prices have fallen by a
quarter — partly because of the global
financial crisis but mainly because of
China’s rapid expansion in these sectors
and the accompanying economies of
scale. Large Chinese wind turbines now
sell for about $685,000 per megawatt of
capacity, while Western wind turbines
cost $850,000 a megawatt.

The question is whether China is
building this industry in ways that are
unfair to overseas competitors and
make other nations overly dependent
on a Chinese industry whose approach
to the business may not be economically
or politically sustainable. 

Because China’s clean energy indus-
try has relied so heavily on land deals
and cheap state-supported loans, the in-
dustry could be vulnerable if China’s
real estate bubble bursts, or if the
banks’ loose lending creates financial
problems of the sort that have plagued
Western financial markets in recent
years.

Other countries may also become less
enthusiastic about subsidizing renew-
able energy if it means importing more
goods from China instead of creating
jobs at home. 

The rapid rise of China’s solar and
wind industries illuminates how the
government helps many export indus-
tries, as well as the challenges for the
West now that the country has emerged

as the world’s second-largest economy,
surpassing Japan and gradually gaining
on the United States.

Winning Big
Barely a player in the solar industry

five years ago, China is on track to
produce more than half the world’s so-
lar panels this year. More than 95 per-
cent of them will be exported to coun-
tries like the United States and Germa-
ny that offer generous subsidies for con-
sumers who buy solar panels. 

By contrast, the Chinese government
has relatively modest solar subsidies
for its citizens. Instead it has devoted
more money to helping manufacturers,
allowing them to cash in on other coun-
tries’ consumer subsidy programs.

China is also on track to make nearly
half of the world’s wind turbines this
year. China offers financial incentives
for utilities to use wind power, which is
less costly than solar power, and the
country passed the United States last
year as the world’s largest wind turbine
market. Government-subsidized tur-
bine makers are now preparing for
large-scale exports to the United States
and Europe, which could also result in
violations of W.T.O. rules.

Meanwhile, China itself imports vir-
tually no wind turbines or solar panels,
instead protecting those developing in-
dustries. For example, China until late
last year required that 70 percent of the
content of each wind turbine and 80 per-
cent of the content of each solar panel
be made within China. China quietly
dropped that rule after objections from
American officials, but also because its
own industries had become the world’s
largest, lowest-cost producers.

Now China strongly opposes sugges-
tions in Congress that the United States
or Europe follow China’s example and
impose “local content’’ rules to help
their own struggling renewable energy
industries. 

“Now if the U.S. sets up that kind of
regulation, it will really be a problem”
said Li Junfeng, a senior Chinese ener-
gy policy maker. “We need to buy from
each other.”

China’s expansion has been traumat-
ic for American and European solar
power manufacturers, and Western
wind turbine makers are now bracing to
compete with low-cost Chinese exports.
This year, BP shut down its solar panel
manufacturing in Frederick, Md., and in
Spain, and laid off most of the employ-
ees while expanding a joint venture in
China. 

Evergreen Solar of Marlboro, Mass.,
plans to move the final manufacturing
steps for its solar panels from Devens,
Mass., to China next summer, eliminat-
ing 300 American jobs, after struggling
to borrow money in the United States
and after finding that costs in China
were lower. 

The Obama administration has begun
high-level discussions on how to re-
spond to China’s industrial policies,
Treasury Secretary Timothy F. Geith-
ner said in an interview in Washington
in July.

“We are concerned about the depth
and breadth of the measures they have
taken,” Mr. Geithner said, later adding,
“We will be aggressive on the trade
front in terms of fighting anything that
is clearly discriminatory.” 

Helping Hand
Here in Changsha, Sunzone’s general

manager and chief engineer, Zhao Feng,
represents a new breed of Chinese
clean energy entrepreneurs. Tall and fit,
he is an avid painter, fisherman and
golfer.

“If I go to Los Angeles for 10 days, I
am on a golf course for eight days,” he
said.

A former professor of semiconductors
at Hunan University, he has a daughter
studying for a doctorate in bioengineer-

ing at the University of Chicago on a
Pentagon grant, and he owns a house in
Chicago a block from President Oba-
ma’s.

Mr. Zhao is quick to point out that
state and federal governments in the
United States have also encouraged the
development of the clean energy in-
dustry. “Our provincial governor has
come several times to our plant, just as
Gov. Arnold Schwarzenegger has made
several visits to solar power compa-
nies” in California, he said. 

But the Hunan government’s backing
of Sunzone is much more extensive
than anything in the United States.

With government help, Sunzone lined
up financing and received all the per-
mits necessary to build a factory in just
three months under an expedited ap-
proval system for clean energy busi-
nesses. It took only eight more months
to build and equip the factory. “The con-
struction teams worked 24 hours a day,
seven days a week in three shifts,” Mr.
Zhao said.

Building and equipping a solar panel
factory in the United States takes 14 to
16 months, and getting environmental
and other permits can take years, said
Tom Zarrella, the former chief execu-
tive of GT Solar in Merrimack, N.H., a
big supplier of solar manufacturing
equipment to factories in the United
States and China.

A strong symbol of the government’s
commitment to the clean energy in-
dustry in China may be Sunzone’s
walled 22-acre compound here.

The company has only 360 employ-
ees, who work in a modest two-story
building and small factory. Many of
them live in a six-story dormitory. The
compound also has a demonstration
house powered by solar panels. 

But the government has granted Sun-
zone enough cheap land to make room
for an orchard of orange trees, a nearly
finished golf driving range and winding
country lanes — all of it across the
street from 17-story apartment build-
ings near the heart of downtown Chang-
sha. A lone trellis-covered swing that
sits on Sunzone’s vast plot seems to sig-
nal how little occupied the land is.

As a clean energy business, Sunzone
was allowed to buy the land two years
ago for $90,000 an acre, Mr. Zhao said.
That was one-third of the official price
then for industrial land from the gov-
ernment.

Industrial land in this desirable
neighborhood now sells for $720,000 an
acre, giving Sunzone an eightfold profit
on paper. The company carries the land
on its books at this market price, and
can borrow against it, Mr. Zhao said.

The valuable land also means the com-
pany has big assets and little debt on its
balance sheet, which should help attract
investors for a planned initial public of-
fering in 2012.

Executives at three other clean ener-
gy companies in and around Changsha
said they, too, had been allowed to buy
government land for a third of the reg-
ulated price.

Mr. Zhao defended the size of his cor-
porate park as necessary for his busi-
ness and said it was not a real estate in-
vestment. The driving range will be
made available to all employees for
their relaxation, he said. And he said
Sunzone hoped to build a nine-story so-
lar research center on part of its land
someday.

The local government of Zhuzhou, a
city near Changsha, is even more gener-
ous. “For really good projects, we can
give them the land for free,” said He
Jianbo, the deputy director of the city’s
flourishing high-tech zone, which al-
ready makes everything from electric
buses to solar panels, and is preparing
to build electric cars. “This land subsidy
is not available to traditional industries,
only high-tech industries.”

Many state and local governments in
the United States have also built roads,
installed power lines and made other in-
frastructure improvements that have
increased the value of private land as
part of programs to attract clean ener-
gy. Tax holidays for such businesses are
common in the United States, as in Chi-
na.

But according to Commerce Depart-
ment experts in Washington, govern-
ment agencies in the United States have
generally refrained from the sale of
deeply discounted government land to
export industries, while infrastructure
improvements have been made to bene-
fit all road and telecommunications us-
ers, not just specific export industries. A
wide range of international trade agree-
ments, including W.T.O. rules, allow
governments to provide infrastructure
and some types of tax breaks, but bar
subsidies in the form of cheap transfers
of valuable government assets like land
to exporters.

Mr. Zhao said that whatever the glo-
bal trade rules might be on export sub-
sidies, the world should appreciate the
generous assistance of Chinese govern-
ment agencies to the country’s clean en-
ergy industries. That support has made
possible a sharp drop in the price of re-
newable energy and has helped human-
ity address global warming, he said.

The subsidized land will also help
Sunzone afford plans to sell solar panels
below cost to poor people in western 

China’s Subsidies for Clean Energy Push Limits of Trade Rules
From Page A1

PHOTOGRAPHS BY TIMOTHY O’ROURKE FOR THE NEW YORK TIMES

Workers, above, inside the Hunan Sunzone solar panel factory in Changsha,
China. The government transferred to the company 22 acres of valuable
land, now featuring a swing cooled by a solar-powered fan, left. Sunzone
ships most of its panels to Europe and plans to push into America. Zhao
Feng, the general manager, below left, defends government assistance. 

Wind at Their Backs
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Until dropping the rule late last year, 
China required that wind-power turbines 
sold there must contain 70 percent 
local content. But even though the 
world’s big turbine companies opened 
Chinese factories to meet that 
requirement, China’s government-run 
utilities have steered most contracts to 
domestic makers.

Figures are for total megawatts delivered. 
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China has become the world’s biggest 
manufacturer of solar panels, with large 
shares of leading markets — and complete 
dominance of its own market. 
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payments, to help Sunzone double its
production capacity.

Heavily subsidized land and loans for
an exporter like Sunzone are the rule,
not the exception, for clean energy busi-
nesses in Changsha and across China,
Chinese executives said in interviews
over the last three months. 

But this kind of help violates World
Trade Organization rules banning virtu-
ally all subsidies to exporters, and could
be successfully challenged at the agen-
cy’s tribunals in Geneva, said Charlene
Barshefsky, who was the United States
trade representative during the second
Clinton administration and negotiated
the terms of China’s entry to the or-
ganization in 2001.

If the country with the subsidies fails
to remove them, other countries can re-
taliate by imposing steep tariffs on im-
ports from that country. But multi-
national companies and trade associa-
tions in the clean energy business, as in
many other industries, have been wary
of filing trade cases, fearing Chinese of-
ficials’ reputation for retaliating against
joint ventures in their country and po-
tentially denying market access to any
company that takes sides against China.

W.T.O. rules allow countries to sub-
sidize goods and services in their home
markets, as long as those subsidies do
not discriminate against imports. But
the rules prohibit export subsidies, to
prevent governments from trying to
help their companies gain in world mar-
kets. 

The W.T.O. also requires countries to
declare all national, state and local sub-
sidies every two years, so that if one
country’s exports surge suspiciously,
other countries’ trade officials can easi-
ly check to see if that product is being
subsidized.

But China has virtually ignored the
requirement since joining the W.T.O.
Contending that it is still a developing
country struggling to understand its
commitments, China has filed just one
list of subsidies, which were in place be-
tween 2001 and 2004. And that one list
covered only central government pol-
icies while omitting local or provincial
subsidies.

The Chinese mission to the W.T.O.,
which is part of China’s commerce min-
istry, would not comment for this arti-
cle. After reading questions The New
York Times submitted by fax last week,
mission officials declined to respond,
saying that any comments might affect
China’s standing in other trade dis-
putes.

Sunzone and other Chinese clean en-
ergy companies also benefit from the
fact that the government spends $1 bil-
lion a day intervening in the currency
markets so that Chinese exports be-
come more affordable in foreign mar-
kets. Systematic intervention in cur-
rency markets to obtain an advantage
in trade violates the rules of the In-
ternational Monetary Fund, of which
China is a member, although the I.M.F.
has little power to punish violators.

Chinese wind and solar power manu-
facturers further benefit from the gov-
ernment’s imposition of sharp reduc-
tions this summer in exports of raw ma-
terials, known as rare earths, that are
crucial for solar panels and wind tur-
bines. China mines almost all of the
world’s rare earths. W.T.O. rules ban
most export restrictions. 

Of course, China’s success in clean
energy also stems from assets enjoyed
by many of the nation’s industries: low
labor costs, expanding universities that
groom lots of engineering talent, inex-
pensive construction and ever-improv-
ing transportation and telecommunica-
tions networks. 

For example, engineers with freshly
issued bachelor’s degrees can be found
here in Hunan Province for a salary of
only about $2,640 a year — not signif-
icantly more than blue-collar workers
with vocational school degrees can
make. But the fuel propelling clean en-
ergy companies in China lies in advan-
tages provided by the government, ex-
ecutives say. 

Other countries also try to help their
clean energy industries, too, but not to
the extent that China does — and not, so
far at least, to the point of potentially
running afoul of W.T.O. rules.

No doubt China’s aggressive tactics
are making clean energy more afford-
able. Solar panel prices have dropped
by nearly half in the last two years, and
wind turbine prices have fallen by a
quarter — partly because of the global
financial crisis but mainly because of
China’s rapid expansion in these sectors
and the accompanying economies of
scale. Large Chinese wind turbines now
sell for about $685,000 per megawatt of
capacity, while Western wind turbines
cost $850,000 a megawatt.

The question is whether China is
building this industry in ways that are
unfair to overseas competitors and
make other nations overly dependent
on a Chinese industry whose approach
to the business may not be economically
or politically sustainable. 

Because China’s clean energy indus-
try has relied so heavily on land deals
and cheap state-supported loans, the in-
dustry could be vulnerable if China’s
real estate bubble bursts, or if the
banks’ loose lending creates financial
problems of the sort that have plagued
Western financial markets in recent
years.

Other countries may also become less
enthusiastic about subsidizing renew-
able energy if it means importing more
goods from China instead of creating
jobs at home. 

The rapid rise of China’s solar and
wind industries illuminates how the
government helps many export indus-
tries, as well as the challenges for the
West now that the country has emerged

as the world’s second-largest economy,
surpassing Japan and gradually gaining
on the United States.

Winning Big
Barely a player in the solar industry

five years ago, China is on track to
produce more than half the world’s so-
lar panels this year. More than 95 per-
cent of them will be exported to coun-
tries like the United States and Germa-
ny that offer generous subsidies for con-
sumers who buy solar panels. 

By contrast, the Chinese government
has relatively modest solar subsidies
for its citizens. Instead it has devoted
more money to helping manufacturers,
allowing them to cash in on other coun-
tries’ consumer subsidy programs.

China is also on track to make nearly
half of the world’s wind turbines this
year. China offers financial incentives
for utilities to use wind power, which is
less costly than solar power, and the
country passed the United States last
year as the world’s largest wind turbine
market. Government-subsidized tur-
bine makers are now preparing for
large-scale exports to the United States
and Europe, which could also result in
violations of W.T.O. rules.

Meanwhile, China itself imports vir-
tually no wind turbines or solar panels,
instead protecting those developing in-
dustries. For example, China until late
last year required that 70 percent of the
content of each wind turbine and 80 per-
cent of the content of each solar panel
be made within China. China quietly
dropped that rule after objections from
American officials, but also because its
own industries had become the world’s
largest, lowest-cost producers.

Now China strongly opposes sugges-
tions in Congress that the United States
or Europe follow China’s example and
impose “local content’’ rules to help
their own struggling renewable energy
industries. 

“Now if the U.S. sets up that kind of
regulation, it will really be a problem”
said Li Junfeng, a senior Chinese ener-
gy policy maker. “We need to buy from
each other.”

China’s expansion has been traumat-
ic for American and European solar
power manufacturers, and Western
wind turbine makers are now bracing to
compete with low-cost Chinese exports.
This year, BP shut down its solar panel
manufacturing in Frederick, Md., and in
Spain, and laid off most of the employ-
ees while expanding a joint venture in
China. 

Evergreen Solar of Marlboro, Mass.,
plans to move the final manufacturing
steps for its solar panels from Devens,
Mass., to China next summer, eliminat-
ing 300 American jobs, after struggling
to borrow money in the United States
and after finding that costs in China
were lower. 

The Obama administration has begun
high-level discussions on how to re-
spond to China’s industrial policies,
Treasury Secretary Timothy F. Geith-
ner said in an interview in Washington
in July.

“We are concerned about the depth
and breadth of the measures they have
taken,” Mr. Geithner said, later adding,
“We will be aggressive on the trade
front in terms of fighting anything that
is clearly discriminatory.” 

Helping Hand
Here in Changsha, Sunzone’s general

manager and chief engineer, Zhao Feng,
represents a new breed of Chinese
clean energy entrepreneurs. Tall and fit,
he is an avid painter, fisherman and
golfer.

“If I go to Los Angeles for 10 days, I
am on a golf course for eight days,” he
said.

A former professor of semiconductors
at Hunan University, he has a daughter
studying for a doctorate in bioengineer-

ing at the University of Chicago on a
Pentagon grant, and he owns a house in
Chicago a block from President Oba-
ma’s.

Mr. Zhao is quick to point out that
state and federal governments in the
United States have also encouraged the
development of the clean energy in-
dustry. “Our provincial governor has
come several times to our plant, just as
Gov. Arnold Schwarzenegger has made
several visits to solar power compa-
nies” in California, he said. 

But the Hunan government’s backing
of Sunzone is much more extensive
than anything in the United States.

With government help, Sunzone lined
up financing and received all the per-
mits necessary to build a factory in just
three months under an expedited ap-
proval system for clean energy busi-
nesses. It took only eight more months
to build and equip the factory. “The con-
struction teams worked 24 hours a day,
seven days a week in three shifts,” Mr.
Zhao said.

Building and equipping a solar panel
factory in the United States takes 14 to
16 months, and getting environmental
and other permits can take years, said
Tom Zarrella, the former chief execu-
tive of GT Solar in Merrimack, N.H., a
big supplier of solar manufacturing
equipment to factories in the United
States and China.

A strong symbol of the government’s
commitment to the clean energy in-
dustry in China may be Sunzone’s
walled 22-acre compound here.

The company has only 360 employ-
ees, who work in a modest two-story
building and small factory. Many of
them live in a six-story dormitory. The
compound also has a demonstration
house powered by solar panels. 

But the government has granted Sun-
zone enough cheap land to make room
for an orchard of orange trees, a nearly
finished golf driving range and winding
country lanes — all of it across the
street from 17-story apartment build-
ings near the heart of downtown Chang-
sha. A lone trellis-covered swing that
sits on Sunzone’s vast plot seems to sig-
nal how little occupied the land is.

As a clean energy business, Sunzone
was allowed to buy the land two years
ago for $90,000 an acre, Mr. Zhao said.
That was one-third of the official price
then for industrial land from the gov-
ernment.

Industrial land in this desirable
neighborhood now sells for $720,000 an
acre, giving Sunzone an eightfold profit
on paper. The company carries the land
on its books at this market price, and
can borrow against it, Mr. Zhao said.

The valuable land also means the com-
pany has big assets and little debt on its
balance sheet, which should help attract
investors for a planned initial public of-
fering in 2012.

Executives at three other clean ener-
gy companies in and around Changsha
said they, too, had been allowed to buy
government land for a third of the reg-
ulated price.

Mr. Zhao defended the size of his cor-
porate park as necessary for his busi-
ness and said it was not a real estate in-
vestment. The driving range will be
made available to all employees for
their relaxation, he said. And he said
Sunzone hoped to build a nine-story so-
lar research center on part of its land
someday.

The local government of Zhuzhou, a
city near Changsha, is even more gener-
ous. “For really good projects, we can
give them the land for free,” said He
Jianbo, the deputy director of the city’s
flourishing high-tech zone, which al-
ready makes everything from electric
buses to solar panels, and is preparing
to build electric cars. “This land subsidy
is not available to traditional industries,
only high-tech industries.”

Many state and local governments in
the United States have also built roads,
installed power lines and made other in-
frastructure improvements that have
increased the value of private land as
part of programs to attract clean ener-
gy. Tax holidays for such businesses are
common in the United States, as in Chi-
na.

But according to Commerce Depart-
ment experts in Washington, govern-
ment agencies in the United States have
generally refrained from the sale of
deeply discounted government land to
export industries, while infrastructure
improvements have been made to bene-
fit all road and telecommunications us-
ers, not just specific export industries. A
wide range of international trade agree-
ments, including W.T.O. rules, allow
governments to provide infrastructure
and some types of tax breaks, but bar
subsidies in the form of cheap transfers
of valuable government assets like land
to exporters.

Mr. Zhao said that whatever the glo-
bal trade rules might be on export sub-
sidies, the world should appreciate the
generous assistance of Chinese govern-
ment agencies to the country’s clean en-
ergy industries. That support has made
possible a sharp drop in the price of re-
newable energy and has helped human-
ity address global warming, he said.

The subsidized land will also help
Sunzone afford plans to sell solar panels
below cost to poor people in western 

China’s Subsidies for Clean Energy Push Limits of Trade Rules
From Page A1
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Workers, above, inside the Hunan Sunzone solar panel factory in Changsha,
China. The government transferred to the company 22 acres of valuable
land, now featuring a swing cooled by a solar-powered fan, left. Sunzone
ships most of its panels to Europe and plans to push into America. Zhao
Feng, the general manager, below left, defends government assistance. 

Wind at Their Backs
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Until dropping the rule late last year, 
China required that wind-power turbines 
sold there must contain 70 percent 
local content. But even though the 
world’s big turbine companies opened 
Chinese factories to meet that 
requirement, China’s government-run 
utilities have steered most contracts to 
domestic makers.

Figures are for total megawatts delivered. 
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China has become the world’s biggest 
manufacturer of solar panels, with large 
shares of leading markets — and complete 
dominance of its own market. 
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payments, to help Sunzone double its
production capacity.

Heavily subsidized land and loans for
an exporter like Sunzone are the rule,
not the exception, for clean energy busi-
nesses in Changsha and across China,
Chinese executives said in interviews
over the last three months. 

But this kind of help violates World
Trade Organization rules banning virtu-
ally all subsidies to exporters, and could
be successfully challenged at the agen-
cy’s tribunals in Geneva, said Charlene
Barshefsky, who was the United States
trade representative during the second
Clinton administration and negotiated
the terms of China’s entry to the or-
ganization in 2001.

If the country with the subsidies fails
to remove them, other countries can re-
taliate by imposing steep tariffs on im-
ports from that country. But multi-
national companies and trade associa-
tions in the clean energy business, as in
many other industries, have been wary
of filing trade cases, fearing Chinese of-
ficials’ reputation for retaliating against
joint ventures in their country and po-
tentially denying market access to any
company that takes sides against China.

W.T.O. rules allow countries to sub-
sidize goods and services in their home
markets, as long as those subsidies do
not discriminate against imports. But
the rules prohibit export subsidies, to
prevent governments from trying to
help their companies gain in world mar-
kets. 

The W.T.O. also requires countries to
declare all national, state and local sub-
sidies every two years, so that if one
country’s exports surge suspiciously,
other countries’ trade officials can easi-
ly check to see if that product is being
subsidized.

But China has virtually ignored the
requirement since joining the W.T.O.
Contending that it is still a developing
country struggling to understand its
commitments, China has filed just one
list of subsidies, which were in place be-
tween 2001 and 2004. And that one list
covered only central government pol-
icies while omitting local or provincial
subsidies.

The Chinese mission to the W.T.O.,
which is part of China’s commerce min-
istry, would not comment for this arti-
cle. After reading questions The New
York Times submitted by fax last week,
mission officials declined to respond,
saying that any comments might affect
China’s standing in other trade dis-
putes.

Sunzone and other Chinese clean en-
ergy companies also benefit from the
fact that the government spends $1 bil-
lion a day intervening in the currency
markets so that Chinese exports be-
come more affordable in foreign mar-
kets. Systematic intervention in cur-
rency markets to obtain an advantage
in trade violates the rules of the In-
ternational Monetary Fund, of which
China is a member, although the I.M.F.
has little power to punish violators.

Chinese wind and solar power manu-
facturers further benefit from the gov-
ernment’s imposition of sharp reduc-
tions this summer in exports of raw ma-
terials, known as rare earths, that are
crucial for solar panels and wind tur-
bines. China mines almost all of the
world’s rare earths. W.T.O. rules ban
most export restrictions. 

Of course, China’s success in clean
energy also stems from assets enjoyed
by many of the nation’s industries: low
labor costs, expanding universities that
groom lots of engineering talent, inex-
pensive construction and ever-improv-
ing transportation and telecommunica-
tions networks. 

For example, engineers with freshly
issued bachelor’s degrees can be found
here in Hunan Province for a salary of
only about $2,640 a year — not signif-
icantly more than blue-collar workers
with vocational school degrees can
make. But the fuel propelling clean en-
ergy companies in China lies in advan-
tages provided by the government, ex-
ecutives say. 

Other countries also try to help their
clean energy industries, too, but not to
the extent that China does — and not, so
far at least, to the point of potentially
running afoul of W.T.O. rules.

No doubt China’s aggressive tactics
are making clean energy more afford-
able. Solar panel prices have dropped
by nearly half in the last two years, and
wind turbine prices have fallen by a
quarter — partly because of the global
financial crisis but mainly because of
China’s rapid expansion in these sectors
and the accompanying economies of
scale. Large Chinese wind turbines now
sell for about $685,000 per megawatt of
capacity, while Western wind turbines
cost $850,000 a megawatt.

The question is whether China is
building this industry in ways that are
unfair to overseas competitors and
make other nations overly dependent
on a Chinese industry whose approach
to the business may not be economically
or politically sustainable. 

Because China’s clean energy indus-
try has relied so heavily on land deals
and cheap state-supported loans, the in-
dustry could be vulnerable if China’s
real estate bubble bursts, or if the
banks’ loose lending creates financial
problems of the sort that have plagued
Western financial markets in recent
years.

Other countries may also become less
enthusiastic about subsidizing renew-
able energy if it means importing more
goods from China instead of creating
jobs at home. 

The rapid rise of China’s solar and
wind industries illuminates how the
government helps many export indus-
tries, as well as the challenges for the
West now that the country has emerged

as the world’s second-largest economy,
surpassing Japan and gradually gaining
on the United States.

Winning Big
Barely a player in the solar industry

five years ago, China is on track to
produce more than half the world’s so-
lar panels this year. More than 95 per-
cent of them will be exported to coun-
tries like the United States and Germa-
ny that offer generous subsidies for con-
sumers who buy solar panels. 

By contrast, the Chinese government
has relatively modest solar subsidies
for its citizens. Instead it has devoted
more money to helping manufacturers,
allowing them to cash in on other coun-
tries’ consumer subsidy programs.

China is also on track to make nearly
half of the world’s wind turbines this
year. China offers financial incentives
for utilities to use wind power, which is
less costly than solar power, and the
country passed the United States last
year as the world’s largest wind turbine
market. Government-subsidized tur-
bine makers are now preparing for
large-scale exports to the United States
and Europe, which could also result in
violations of W.T.O. rules.

Meanwhile, China itself imports vir-
tually no wind turbines or solar panels,
instead protecting those developing in-
dustries. For example, China until late
last year required that 70 percent of the
content of each wind turbine and 80 per-
cent of the content of each solar panel
be made within China. China quietly
dropped that rule after objections from
American officials, but also because its
own industries had become the world’s
largest, lowest-cost producers.

Now China strongly opposes sugges-
tions in Congress that the United States
or Europe follow China’s example and
impose “local content’’ rules to help
their own struggling renewable energy
industries. 

“Now if the U.S. sets up that kind of
regulation, it will really be a problem”
said Li Junfeng, a senior Chinese ener-
gy policy maker. “We need to buy from
each other.”

China’s expansion has been traumat-
ic for American and European solar
power manufacturers, and Western
wind turbine makers are now bracing to
compete with low-cost Chinese exports.
This year, BP shut down its solar panel
manufacturing in Frederick, Md., and in
Spain, and laid off most of the employ-
ees while expanding a joint venture in
China. 

Evergreen Solar of Marlboro, Mass.,
plans to move the final manufacturing
steps for its solar panels from Devens,
Mass., to China next summer, eliminat-
ing 300 American jobs, after struggling
to borrow money in the United States
and after finding that costs in China
were lower. 

The Obama administration has begun
high-level discussions on how to re-
spond to China’s industrial policies,
Treasury Secretary Timothy F. Geith-
ner said in an interview in Washington
in July.

“We are concerned about the depth
and breadth of the measures they have
taken,” Mr. Geithner said, later adding,
“We will be aggressive on the trade
front in terms of fighting anything that
is clearly discriminatory.” 

Helping Hand
Here in Changsha, Sunzone’s general

manager and chief engineer, Zhao Feng,
represents a new breed of Chinese
clean energy entrepreneurs. Tall and fit,
he is an avid painter, fisherman and
golfer.

“If I go to Los Angeles for 10 days, I
am on a golf course for eight days,” he
said.

A former professor of semiconductors
at Hunan University, he has a daughter
studying for a doctorate in bioengineer-

ing at the University of Chicago on a
Pentagon grant, and he owns a house in
Chicago a block from President Oba-
ma’s.

Mr. Zhao is quick to point out that
state and federal governments in the
United States have also encouraged the
development of the clean energy in-
dustry. “Our provincial governor has
come several times to our plant, just as
Gov. Arnold Schwarzenegger has made
several visits to solar power compa-
nies” in California, he said. 

But the Hunan government’s backing
of Sunzone is much more extensive
than anything in the United States.

With government help, Sunzone lined
up financing and received all the per-
mits necessary to build a factory in just
three months under an expedited ap-
proval system for clean energy busi-
nesses. It took only eight more months
to build and equip the factory. “The con-
struction teams worked 24 hours a day,
seven days a week in three shifts,” Mr.
Zhao said.

Building and equipping a solar panel
factory in the United States takes 14 to
16 months, and getting environmental
and other permits can take years, said
Tom Zarrella, the former chief execu-
tive of GT Solar in Merrimack, N.H., a
big supplier of solar manufacturing
equipment to factories in the United
States and China.

A strong symbol of the government’s
commitment to the clean energy in-
dustry in China may be Sunzone’s
walled 22-acre compound here.

The company has only 360 employ-
ees, who work in a modest two-story
building and small factory. Many of
them live in a six-story dormitory. The
compound also has a demonstration
house powered by solar panels. 

But the government has granted Sun-
zone enough cheap land to make room
for an orchard of orange trees, a nearly
finished golf driving range and winding
country lanes — all of it across the
street from 17-story apartment build-
ings near the heart of downtown Chang-
sha. A lone trellis-covered swing that
sits on Sunzone’s vast plot seems to sig-
nal how little occupied the land is.

As a clean energy business, Sunzone
was allowed to buy the land two years
ago for $90,000 an acre, Mr. Zhao said.
That was one-third of the official price
then for industrial land from the gov-
ernment.

Industrial land in this desirable
neighborhood now sells for $720,000 an
acre, giving Sunzone an eightfold profit
on paper. The company carries the land
on its books at this market price, and
can borrow against it, Mr. Zhao said.

The valuable land also means the com-
pany has big assets and little debt on its
balance sheet, which should help attract
investors for a planned initial public of-
fering in 2012.

Executives at three other clean ener-
gy companies in and around Changsha
said they, too, had been allowed to buy
government land for a third of the reg-
ulated price.

Mr. Zhao defended the size of his cor-
porate park as necessary for his busi-
ness and said it was not a real estate in-
vestment. The driving range will be
made available to all employees for
their relaxation, he said. And he said
Sunzone hoped to build a nine-story so-
lar research center on part of its land
someday.

The local government of Zhuzhou, a
city near Changsha, is even more gener-
ous. “For really good projects, we can
give them the land for free,” said He
Jianbo, the deputy director of the city’s
flourishing high-tech zone, which al-
ready makes everything from electric
buses to solar panels, and is preparing
to build electric cars. “This land subsidy
is not available to traditional industries,
only high-tech industries.”

Many state and local governments in
the United States have also built roads,
installed power lines and made other in-
frastructure improvements that have
increased the value of private land as
part of programs to attract clean ener-
gy. Tax holidays for such businesses are
common in the United States, as in Chi-
na.

But according to Commerce Depart-
ment experts in Washington, govern-
ment agencies in the United States have
generally refrained from the sale of
deeply discounted government land to
export industries, while infrastructure
improvements have been made to bene-
fit all road and telecommunications us-
ers, not just specific export industries. A
wide range of international trade agree-
ments, including W.T.O. rules, allow
governments to provide infrastructure
and some types of tax breaks, but bar
subsidies in the form of cheap transfers
of valuable government assets like land
to exporters.

Mr. Zhao said that whatever the glo-
bal trade rules might be on export sub-
sidies, the world should appreciate the
generous assistance of Chinese govern-
ment agencies to the country’s clean en-
ergy industries. That support has made
possible a sharp drop in the price of re-
newable energy and has helped human-
ity address global warming, he said.

The subsidized land will also help
Sunzone afford plans to sell solar panels
below cost to poor people in western 

China’s Subsidies for Clean Energy Push Limits of Trade Rules
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Workers, above, inside the Hunan Sunzone solar panel factory in Changsha,
China. The government transferred to the company 22 acres of valuable
land, now featuring a swing cooled by a solar-powered fan, left. Sunzone
ships most of its panels to Europe and plans to push into America. Zhao
Feng, the general manager, below left, defends government assistance. 
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Until dropping the rule late last year, 
China required that wind-power turbines 
sold there must contain 70 percent 
local content. But even though the 
world’s big turbine companies opened 
Chinese factories to meet that 
requirement, China’s government-run 
utilities have steered most contracts to 
domestic makers.

Figures are for total megawatts delivered. 
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China has become the world’s biggest 
manufacturer of solar panels, with large 
shares of leading markets — and complete 
dominance of its own market. 
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payments, to help Sunzone double its
production capacity.

Heavily subsidized land and loans for
an exporter like Sunzone are the rule,
not the exception, for clean energy busi-
nesses in Changsha and across China,
Chinese executives said in interviews
over the last three months. 

But this kind of help violates World
Trade Organization rules banning virtu-
ally all subsidies to exporters, and could
be successfully challenged at the agen-
cy’s tribunals in Geneva, said Charlene
Barshefsky, who was the United States
trade representative during the second
Clinton administration and negotiated
the terms of China’s entry to the or-
ganization in 2001.

If the country with the subsidies fails
to remove them, other countries can re-
taliate by imposing steep tariffs on im-
ports from that country. But multi-
national companies and trade associa-
tions in the clean energy business, as in
many other industries, have been wary
of filing trade cases, fearing Chinese of-
ficials’ reputation for retaliating against
joint ventures in their country and po-
tentially denying market access to any
company that takes sides against China.

W.T.O. rules allow countries to sub-
sidize goods and services in their home
markets, as long as those subsidies do
not discriminate against imports. But
the rules prohibit export subsidies, to
prevent governments from trying to
help their companies gain in world mar-
kets. 

The W.T.O. also requires countries to
declare all national, state and local sub-
sidies every two years, so that if one
country’s exports surge suspiciously,
other countries’ trade officials can easi-
ly check to see if that product is being
subsidized.

But China has virtually ignored the
requirement since joining the W.T.O.
Contending that it is still a developing
country struggling to understand its
commitments, China has filed just one
list of subsidies, which were in place be-
tween 2001 and 2004. And that one list
covered only central government pol-
icies while omitting local or provincial
subsidies.

The Chinese mission to the W.T.O.,
which is part of China’s commerce min-
istry, would not comment for this arti-
cle. After reading questions The New
York Times submitted by fax last week,
mission officials declined to respond,
saying that any comments might affect
China’s standing in other trade dis-
putes.

Sunzone and other Chinese clean en-
ergy companies also benefit from the
fact that the government spends $1 bil-
lion a day intervening in the currency
markets so that Chinese exports be-
come more affordable in foreign mar-
kets. Systematic intervention in cur-
rency markets to obtain an advantage
in trade violates the rules of the In-
ternational Monetary Fund, of which
China is a member, although the I.M.F.
has little power to punish violators.

Chinese wind and solar power manu-
facturers further benefit from the gov-
ernment’s imposition of sharp reduc-
tions this summer in exports of raw ma-
terials, known as rare earths, that are
crucial for solar panels and wind tur-
bines. China mines almost all of the
world’s rare earths. W.T.O. rules ban
most export restrictions. 

Of course, China’s success in clean
energy also stems from assets enjoyed
by many of the nation’s industries: low
labor costs, expanding universities that
groom lots of engineering talent, inex-
pensive construction and ever-improv-
ing transportation and telecommunica-
tions networks. 

For example, engineers with freshly
issued bachelor’s degrees can be found
here in Hunan Province for a salary of
only about $2,640 a year — not signif-
icantly more than blue-collar workers
with vocational school degrees can
make. But the fuel propelling clean en-
ergy companies in China lies in advan-
tages provided by the government, ex-
ecutives say. 

Other countries also try to help their
clean energy industries, too, but not to
the extent that China does — and not, so
far at least, to the point of potentially
running afoul of W.T.O. rules.

No doubt China’s aggressive tactics
are making clean energy more afford-
able. Solar panel prices have dropped
by nearly half in the last two years, and
wind turbine prices have fallen by a
quarter — partly because of the global
financial crisis but mainly because of
China’s rapid expansion in these sectors
and the accompanying economies of
scale. Large Chinese wind turbines now
sell for about $685,000 per megawatt of
capacity, while Western wind turbines
cost $850,000 a megawatt.

The question is whether China is
building this industry in ways that are
unfair to overseas competitors and
make other nations overly dependent
on a Chinese industry whose approach
to the business may not be economically
or politically sustainable. 

Because China’s clean energy indus-
try has relied so heavily on land deals
and cheap state-supported loans, the in-
dustry could be vulnerable if China’s
real estate bubble bursts, or if the
banks’ loose lending creates financial
problems of the sort that have plagued
Western financial markets in recent
years.

Other countries may also become less
enthusiastic about subsidizing renew-
able energy if it means importing more
goods from China instead of creating
jobs at home. 

The rapid rise of China’s solar and
wind industries illuminates how the
government helps many export indus-
tries, as well as the challenges for the
West now that the country has emerged

as the world’s second-largest economy,
surpassing Japan and gradually gaining
on the United States.

Winning Big
Barely a player in the solar industry

five years ago, China is on track to
produce more than half the world’s so-
lar panels this year. More than 95 per-
cent of them will be exported to coun-
tries like the United States and Germa-
ny that offer generous subsidies for con-
sumers who buy solar panels. 

By contrast, the Chinese government
has relatively modest solar subsidies
for its citizens. Instead it has devoted
more money to helping manufacturers,
allowing them to cash in on other coun-
tries’ consumer subsidy programs.

China is also on track to make nearly
half of the world’s wind turbines this
year. China offers financial incentives
for utilities to use wind power, which is
less costly than solar power, and the
country passed the United States last
year as the world’s largest wind turbine
market. Government-subsidized tur-
bine makers are now preparing for
large-scale exports to the United States
and Europe, which could also result in
violations of W.T.O. rules.

Meanwhile, China itself imports vir-
tually no wind turbines or solar panels,
instead protecting those developing in-
dustries. For example, China until late
last year required that 70 percent of the
content of each wind turbine and 80 per-
cent of the content of each solar panel
be made within China. China quietly
dropped that rule after objections from
American officials, but also because its
own industries had become the world’s
largest, lowest-cost producers.

Now China strongly opposes sugges-
tions in Congress that the United States
or Europe follow China’s example and
impose “local content’’ rules to help
their own struggling renewable energy
industries. 

“Now if the U.S. sets up that kind of
regulation, it will really be a problem”
said Li Junfeng, a senior Chinese ener-
gy policy maker. “We need to buy from
each other.”

China’s expansion has been traumat-
ic for American and European solar
power manufacturers, and Western
wind turbine makers are now bracing to
compete with low-cost Chinese exports.
This year, BP shut down its solar panel
manufacturing in Frederick, Md., and in
Spain, and laid off most of the employ-
ees while expanding a joint venture in
China. 

Evergreen Solar of Marlboro, Mass.,
plans to move the final manufacturing
steps for its solar panels from Devens,
Mass., to China next summer, eliminat-
ing 300 American jobs, after struggling
to borrow money in the United States
and after finding that costs in China
were lower. 

The Obama administration has begun
high-level discussions on how to re-
spond to China’s industrial policies,
Treasury Secretary Timothy F. Geith-
ner said in an interview in Washington
in July.

“We are concerned about the depth
and breadth of the measures they have
taken,” Mr. Geithner said, later adding,
“We will be aggressive on the trade
front in terms of fighting anything that
is clearly discriminatory.” 

Helping Hand
Here in Changsha, Sunzone’s general

manager and chief engineer, Zhao Feng,
represents a new breed of Chinese
clean energy entrepreneurs. Tall and fit,
he is an avid painter, fisherman and
golfer.

“If I go to Los Angeles for 10 days, I
am on a golf course for eight days,” he
said.

A former professor of semiconductors
at Hunan University, he has a daughter
studying for a doctorate in bioengineer-

ing at the University of Chicago on a
Pentagon grant, and he owns a house in
Chicago a block from President Oba-
ma’s.

Mr. Zhao is quick to point out that
state and federal governments in the
United States have also encouraged the
development of the clean energy in-
dustry. “Our provincial governor has
come several times to our plant, just as
Gov. Arnold Schwarzenegger has made
several visits to solar power compa-
nies” in California, he said. 

But the Hunan government’s backing
of Sunzone is much more extensive
than anything in the United States.

With government help, Sunzone lined
up financing and received all the per-
mits necessary to build a factory in just
three months under an expedited ap-
proval system for clean energy busi-
nesses. It took only eight more months
to build and equip the factory. “The con-
struction teams worked 24 hours a day,
seven days a week in three shifts,” Mr.
Zhao said.

Building and equipping a solar panel
factory in the United States takes 14 to
16 months, and getting environmental
and other permits can take years, said
Tom Zarrella, the former chief execu-
tive of GT Solar in Merrimack, N.H., a
big supplier of solar manufacturing
equipment to factories in the United
States and China.

A strong symbol of the government’s
commitment to the clean energy in-
dustry in China may be Sunzone’s
walled 22-acre compound here.

The company has only 360 employ-
ees, who work in a modest two-story
building and small factory. Many of
them live in a six-story dormitory. The
compound also has a demonstration
house powered by solar panels. 

But the government has granted Sun-
zone enough cheap land to make room
for an orchard of orange trees, a nearly
finished golf driving range and winding
country lanes — all of it across the
street from 17-story apartment build-
ings near the heart of downtown Chang-
sha. A lone trellis-covered swing that
sits on Sunzone’s vast plot seems to sig-
nal how little occupied the land is.

As a clean energy business, Sunzone
was allowed to buy the land two years
ago for $90,000 an acre, Mr. Zhao said.
That was one-third of the official price
then for industrial land from the gov-
ernment.

Industrial land in this desirable
neighborhood now sells for $720,000 an
acre, giving Sunzone an eightfold profit
on paper. The company carries the land
on its books at this market price, and
can borrow against it, Mr. Zhao said.

The valuable land also means the com-
pany has big assets and little debt on its
balance sheet, which should help attract
investors for a planned initial public of-
fering in 2012.

Executives at three other clean ener-
gy companies in and around Changsha
said they, too, had been allowed to buy
government land for a third of the reg-
ulated price.

Mr. Zhao defended the size of his cor-
porate park as necessary for his busi-
ness and said it was not a real estate in-
vestment. The driving range will be
made available to all employees for
their relaxation, he said. And he said
Sunzone hoped to build a nine-story so-
lar research center on part of its land
someday.

The local government of Zhuzhou, a
city near Changsha, is even more gener-
ous. “For really good projects, we can
give them the land for free,” said He
Jianbo, the deputy director of the city’s
flourishing high-tech zone, which al-
ready makes everything from electric
buses to solar panels, and is preparing
to build electric cars. “This land subsidy
is not available to traditional industries,
only high-tech industries.”

Many state and local governments in
the United States have also built roads,
installed power lines and made other in-
frastructure improvements that have
increased the value of private land as
part of programs to attract clean ener-
gy. Tax holidays for such businesses are
common in the United States, as in Chi-
na.

But according to Commerce Depart-
ment experts in Washington, govern-
ment agencies in the United States have
generally refrained from the sale of
deeply discounted government land to
export industries, while infrastructure
improvements have been made to bene-
fit all road and telecommunications us-
ers, not just specific export industries. A
wide range of international trade agree-
ments, including W.T.O. rules, allow
governments to provide infrastructure
and some types of tax breaks, but bar
subsidies in the form of cheap transfers
of valuable government assets like land
to exporters.

Mr. Zhao said that whatever the glo-
bal trade rules might be on export sub-
sidies, the world should appreciate the
generous assistance of Chinese govern-
ment agencies to the country’s clean en-
ergy industries. That support has made
possible a sharp drop in the price of re-
newable energy and has helped human-
ity address global warming, he said.

The subsidized land will also help
Sunzone afford plans to sell solar panels
below cost to poor people in western 

China’s Subsidies for Clean Energy Push Limits of Trade Rules
From Page A1
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Workers, above, inside the Hunan Sunzone solar panel factory in Changsha,
China. The government transferred to the company 22 acres of valuable
land, now featuring a swing cooled by a solar-powered fan, left. Sunzone
ships most of its panels to Europe and plans to push into America. Zhao
Feng, the general manager, below left, defends government assistance. 
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Until dropping the rule late last year, 
China required that wind-power turbines 
sold there must contain 70 percent 
local content. But even though the 
world’s big turbine companies opened 
Chinese factories to meet that 
requirement, China’s government-run 
utilities have steered most contracts to 
domestic makers.
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company

MATTHEW CAVANAUGH FOR THE NEW YORK TIMES

Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 

New Schools
Emerging
To Serve
South Africa
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran

Everything you need to
know for your business day

is in Business Day.
The New York Times
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday

ONLINE: GREENER PROSPECTS

crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 
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To Serve
South Africa
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 

New Schools
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South Africa
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 

New Schools
Emerging
To Serve
South Africa
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday

ONLINE: GREENER PROSPECTS

crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 
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South Africa
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 

New Schools
Emerging
To Serve
South Africa
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 

New Schools
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South Africa
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company

MATTHEW CAVANAUGH FOR THE NEW YORK TIMES

Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 

New Schools
Emerging
To Serve
South Africa
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company

MATTHEW CAVANAUGH FOR THE NEW YORK TIMES

Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday

ONLINE: GREENER PROSPECTS

crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 
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Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 
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Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 

New Schools
Emerging
To Serve
South Africa
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 

New Schools
Emerging
To Serve
South Africa

From Page A6

By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 

JOAO SILVA FOR THE NEW YORK TIMES

Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 

New Schools
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South Africa
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran
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China, Mr. Zhao said, adding that he
hoped the effort would build good will
and lead to more sales there.

Money for Nothing
As Sunzone prepares to double its

manufacturing capacity by the end of
this year, state banks and the municipal
government are ready to help.

The company has reached a tentative
deal to borrow $11 million, to increase
employment to 600 workers. The bank
will lend the money at an interest rate of
about 6 percent, but the provincial gov-
ernment will then give Sunzone a direct
rebate to pay more than half the in-
terest on the loan. “Just yesterday, the
bank general manager brought his staff
here to see how they could be of service
to us,” Mr. Zhao said. “We don’t need to
go to the bank; they come here.” 

Low-interest loans from government-
run banks are crucial to China’s clean
energy success, some experts say, be-
cause of the high cost of factory equip-
ment. 

“If you change the interest rate half a
percent or 1 percent, the difference is
amazing, because the cost is all at the
beginning,” said Dennis Bracy, chief ex-
ecutive of the U.S.-China Clean Energy
Forum, a discussion group of Chinese
energy officials and former American
cabinet officials.

In the United States, the Obama ad-
ministration has approved $10 billion in
grants, loan guarantees and other fi-
nancing to help new entrants in the in-
dustry and aid existing companies, and
has promised another $10 billion, said
Matt Rogers, the senior adviser to Ener-
gy Secretary Steven Chu for economic
stimulus programs. Almost all the
money is for projects that will generate
electricity for the United States.

But the American clean energy pro-
grams carry many time-consuming and
difficult requirements. Companies must
show they can repay loans and have in-
novative technology. The department
has given conditional approval to 18 re-
newable energy loan guarantees, al-
though only four have led to the actual
issuance of loans so far. But the admin-
istration is moving quickly to accelerate
the process, said Jonathan Silver, the
executive director of the Energy De-
partment’s loan guarantee program. 

China has been pumping loans into
clean energy so rapidly that even $23
billion in credit offered by the China De-

velopment Bank to three solar panel ex-
porters and a wind turbine maker since
April has barely raised eyebrows. China

Development Bank, owned by the gov-
ernment, exists to lend money for stra-
tegic priorities.

Western clean energy companies
complain of much higher financing
costs — when they can raise money at
all. Banks have been cautious about the
sector, which leans heavily on venture
capitalists and private equity firms that
demand implicit interest rates of up to 9
percent right now in the United States,
said Thomas Maslin, a senior solar ana-
lyst at IHS Emerging Energy Research. 

Evergreen Solar, the Massachusetts
company, struggled for three years to
raise money in the States, but had no
trouble doing so in China. Chinese state
banks were happy to lend most of the
money for the factory on very attractive
terms, like a five-year loan with no pay-
ments of interest or principal until the
end of the loan, said Michael El-Hillow,
the company’s chief financial officer.

“You can’t get a penny in the United
States, it doesn’t matter who you call —
banks, government. It’s awful,” he said.

“Therein lies the hidden advantage of
being in China.” 

Many Chinese clean energy execu-
tives argue that China should offer
more subsidies for its own people to buy
renewable energy, in addition to helping
export-oriented manufacturers. But un-
til domestic demand takes off, govern-
ment support will remain crucial.

“Who wins this clean energy race,”
Mr. Zhao of Sunzone said, “really de-
pends on how much support the govern-
ment gives.” 

“You can’t get a penny in the United States, it doesn’t matter who you call — banks, government. It’s awful. Therein lies the hidden advantage of being in China.”
MICHAEL EL-HILLOW, chief financial officer of Evergreen Solar, a Massachusetts company
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Inside the Evergreen Solar plant in Devens, Mass. The company plans to move the final manufacturing steps for its panels to China next summer, a
decision that would eliminate 300 American jobs. Evergreen said it found it difficult to raise money in the United States, but not in China.

A United States executive who
moved his clean energy

manufacturing operation to China
resents Americans who call him a
traitor. 
nytimes.com/businessday
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crime and violence.
In the 1990s, as principal of a

white public high school in the
suburb of Pinelands, he started
an intensive tutoring program for
children from the neighboring
Langa township. But after more
than a decade, the students’
scores in math and science had
barely budged. In 2003, the year
before he started the first Leap
school in Pinelands to serve Lan-
ga, only 6 of 650 students in the
township who took the matric-
ulation exams scored well
enough for university admission. 

By then, Mr. Gilmour had con-
cluded that children from Cape
Town’s vast townships needed
far more than a sports team or a
few extra hours of tutoring. Leap
was the result. The schools — two
in Cape Town and one in Johan-
nesburg — are utilitarian struc-
tures with worn floors, dedicated
staff members who work long
hours for modest pay, and soar-
ing student choirs. Most of the
annual cost of $4,000 per student
is raised privately. The govern-
ment contributes about $800 of it.

The schools are still works in
progress, conducted in a spirit of
experimentation. For the past
three summers, Leap has collab-
orated with a San Francisco-
based nonprofit group, Teach

With Africa, which this year sent
22 American teachers with their
own creative methods to volun-
teer. 

One recent morning, a Leap
bus rumbled through the still
dark streets of the Crossroads,
Gugulethu and Nyanga town-
ships. Groggy students in char-
coal gray skirts and slacks and
white shirts trooped on board. 

Gcobani’s first class of the day
was his favorite. This is his third
year taking science from Ross
Hill, 31, the son an Anglican pas-
tor and a high school biology
teacher who knows the privileges
he had growing up white in South
Africa and feels a responsibility
to help tilt the scales back. 

When Gcobani first stepped
into class as a 10th grader, Mr.
Hill said he knew of the boy’s rep-
utation and braced for a fight, but
there was none. “He loves sci-
ence,” Mr. Hill said.

On this particular morning, the
class began with a dull, theoret-

ical review of the photoelectric
effect. The students seemed vir-
tually comatose. Then the inter-
play between Mr. Hill and Jamie
Brandt, a physics teacher from
Marin County, Calif., woke every-
one up.

Mr. Brandt, 36, a Teach With
Africa volunteer, pantomimed
the photoelectric effect in action,
pretending to walk through a la-
ser beam and getting the stu-
dents to describe what happened
when his body broke the current.

Mr. Hill then instructed the
class to act out the photoelectric
effect. The photon students
bounced into a piece of zinc (a
swaying clump of teenagers),
causing the electrons (more stu-
dents) to pop out. 

“Come on, photons!” Mr. Hill
exclaimed. “Just a gentle bump!
A loving bump!” 

A photon girl nudged the zinc
students. The class howled with
laughter, and Mr. Hill said, “Oh,
sweet.” 
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Gcobani Mndini, right, a former gang member, has become a
talented science student at the Leap school in Cape Town. 

New Schools
Emerging
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South Africa
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By LYDIA POLGREEN

NEW DELHI — Sri Lanka’s
Parliament passed a proposal on
Wednesday to remove presiden-
tial term limits from the Constitu-
tion, paving the way for the pop-
ular president to run for a third
term and cement his grip on pow-
er.

Bolstered by a convincing vic-
tory in elections in January and
the near-collapse of the main op-
position party, President Mahin-
da Rajapaksa rallied more than
the two-thirds majority in Parlia-
ment necessary to pass the
amendment. The vote came a day
after Sri Lanka’s Supreme Court
ruled that a referendum was not
required to make the change. 

The amendment also includes
provisions that could prove even
more far-reaching by increasing
the president’s power to act with-
out oversight, legal experts said.

It removes an independent ad-
visory council that the president
currently must consult before ap-
pointing people to important non-
partisan posts, like Supreme

Court judges and members of the
human rights and electoral com-
missions. In its place will be a
parliamentary council without
veto power and with only two op-
position members.

The amendment puts the presi-
dent “in control of many inde-
pendent institutions,” said Rohan
Edrisinha, a Sri Lankan constitu-
tional scholar. “That is going to
have a serious impact on justice,
human rights, free elections and
the future of our democracy.”

Mr. Rajapaksa received nearly
60 percent of the vote in January
after his government’s decisive
May 2009 defeat of the Tamil Ti-
ger insurgency, which had raged
for 26 years and defied the efforts
of his predecessors to end it. He
easily defeated his main oppo-
nent, Sarath Fonseka, a former
general who had been a close
ally. A motley coalition of opposi-
tion parties had drafted Mr. Fon-
seka, who gained popularity for

carrying out the ruthless and
highly successful military strat-
egy that defeated the insurgency.

After the election Mr. Fonseka
was arrested and court-mar-
tialed. The government said he
had broken the law by politicking
while in uniform and mishandling
weapons contracts, but his sup-
porters saw the arrest as evi-
dence that the president was so-
lidifying his grip on power by go-
ing after opponents.

Sri Lanka’s Constitution fea-
tures a strong presidency, and
many analysts have argued that
a country with such a long histo-
ry of religious, ethnic and re-
gional strife needs to devolve
power, not concentrate it. Indeed,
Mr. Rajapaksa himself cam-
paigned on promises to give
more power to regional govern-
ments in Sri Lanka as a way to
avoid future conflicts with Tamil
and Muslim minorities.

Mr. Rajapaksa’s spokesman,
Lucien Rajakarunanayake, said
that given the president’s pop-
ularity and the difficult road
ahead in rebuilding the country,
it made sense to remove term
limits.

“This is a president who has a
huge mandate and has to do a
great deal of work to make sure
the country moves forward,” he
said.

He dismissed the notion that
the abolition of the independent
advisory council would make the
president more powerful. The
previous panel was perpetually
deadlocked, he said, and the new
body would work more efficient-
ly.

Dayan Jayatilleka, a diplomat
and political analyst who was Sri
Lanka’s ambassador to the Unit-
ed Nations in Geneva until he
was removed in 2009, said that
the changes simply formalized
the vast enlargement of presi-
dential power that had already
take place.

“It is a constitutionalization of
the wartime presidency,” he said.

But he added that opposition
politicians were as much to
blame for this expansion of presi-
dential power. The main opposi-
tion party, the United National
Party, is in shambles, and several
of its members have defected to
support Mr. Rajapaksa’s amend-
ment. The Constitution, written
when Sri Lanka had a strong two-
party system, did not envision
that the second party would be-
come so weak, Mr. Jayatilleka
said.

“In the past, neither party
would be sufficiently popular or
unpopular to permit constitution-
al change,” he said. “Clearly that
has changed.”

Sri Lanka’s Parliament Ends
Term Limits on the President

A popular leader
whose government
ended an insurgency
gains more power.

By IAN JOHNSON

BEIJING — Despite recent ef-
forts to tamp down territorial dis-
putes, China and Japan are jos-
tling elbows over one of their
thorniest such conflicts: control
of a tiny, uninhabited island chain
in the East China Sea. 

On Wednesday morning, the
Chinese Foreign Ministry sum-
moned Japan’s ambassador for
the second time in 24 hours to
protest Japan’s response to a Chi-
nese fishing boat that had en-
tered disputed waters. 

On Tuesday, two Japanese na-
val vessels tried to intercept the
Chinese boat, but the three collid-
ed. On Wednesday, the boat’s
captain was taken to the Japa-
nese island of Okinawa for ques-
tioning. 

“We demand Japanese patrol
boats refrain from so-called law
enforcement activities in waters
off the Diaoyu islands,” the
spokeswoman for China’s For-

eign Ministry, Jiang Yu, said
Tuesday at a weekly news confer-
ence, according to the state-run
official Xinhua news agency. “We
will closely follow the situation
and reserve our right to take fur-
ther actions.” 

Territorial disputes are com-
mon in Asian waters, with some
of the most nettlesome surround-
ing islands chains between Chi-
na, Japan, Vietnam and the Ko-
reas. In July, Secretary of State
Hillary Rodham Clinton raised
Chinese hackles by saying the
United States would try to help
solve a dispute between China
and Vietnam over disputed is-
lands in the South China Sea. Chi-
na claims full sovereignty over
the islands and has insisted that
it will resolve any rival claims in
one-on-one negotiations with its
neighbors.

The islands at issue in the cur-
rent dispute, known as Senkaku
in Japan and Diaoyu in China, are

claimed by both, as well as by
Taiwan, but controlled by Japan. 

The islands have been a point
of contention among those coun-
tries for over four decades. In the
1970s, Taiwanese activists landed
on the islands, while Hong Kong
groups have staged similar for-
ays. 

The issue is tricky for Beijing
because it needs to balance na-
tionalists’ demands with ties to
one of its most important trading
partners. In recent years, China
has discouraged nationalists
from pushing the issue and some-
times censored Internet forums,
although some chat rooms on
Wednesday had angry calls for
boycotts of Japanese goods.

The authorities in Beijing per-
mitted a small protest on
Wednesday in front of the Japa-
nese Embassy by a group de-
manding Chinese control of the
islands. 

“This is an issue that no Chi-

nese government can give in to,”
said Zeng Jianhong, a researcher
on Chinese-Japanese relations at
the Chinese Academy of Social
Sciences. “But China does not
want a conflict with Japan over
this issue.” 

On Wednesday the normally
bellicose Global Times urged re-
straint, saying in an editorial:
“China did not encourage or insti-
gate its people to cruise into the
Diaoyu waters. Japan should also
refrain from overreacting to civil-
ian boats occasionally entering
this area.” 

Japanese officials also sought
to play down the issue, with the
chief cabinet secretary, Yoshito
Sengoku, saying the issue would
not affect ties with China. 

“We will handle the matter
firmly in accordance with the
law,” he said, according to The
Associated Press. “It is impor-
tant that in Japan we not get
overly excited.” 

China and Japan Bristle Over Disputed Chain of Islands 

By CHOE SANG-HUN

SEOUL, South Korea — South
Korea listed 126 Iranian compa-
nies and individuals for economic
sanctions on Wednesday, includ-
ing a major banking operation,
despite Iran’s warnings that the
penalties would endanger grow-
ing trade and energy ties.

The South Korean actions in-
cluded effectively hamstringing
the Seoul office of Bank Mellat,
which handles transactions for 70
percent of South Korean exports
to Iran. The United States has ac-
cused the bank of facilitating
hundreds of millions of dollars in
transactions for Iranian nuclear,
missile and defense entities.

Bank Mellat’s Seoul branch
will now need approval from the
Bank of Korea, the central bank,
to carry out any financial deal.

South Korea has been under
growing pressure from Washing-
ton to join sanctions mandated by
the United Nations Security
Council. “Our government ex-
pects Iran to join the internation-
al efforts for nuclear nonprolifer-
ation and take steps to faithfully
implement its obligations under
the relative U.N.S.C. resolutions,”
said a statement read by Kim
Young-sun, a Foreign Ministry
spokesman. 

Trade between Iran and South
Korea grew to $9.6 billion last
year, up from $2.9 billion in 2001.
In the first seven months of 2010
it rose 53 percent over the same
period of last year to $7.4 billion
— thanks mainly to increased oil
exports to South Korea and a
growing Iranian appetite for Ko-
rean electronics and vehicles.

South Korea Joins
Sanctions on Iran

Everything you need to
know for your business day

is in Business Day.
The New York Times
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Borough Haul 
Corporations and entrepreneurs — like
the owners of the Brooklyneer restau-
rant in Manhattan and the makers of
Brooklyn Brine pickles — are cashing in
on Brooklyn’s reputation for scruffy au-
thenticity. PAGE D1

Online, photographs of foods with a
Brooklyn

pedigree:

By FERNANDA SANTOS

In New York’s culinary world,
with its unending appetite and
closet-size kitchens, it is an unim-
pressive building housing a sev-
en-day-a-week, 24-hour revolv-
ing-door operation built on need,
ambition and nostalgia. 

Marisa Angebranndt, who lost
her job at a hedge fund when
Wall Street collapsed, now makes
whoopie pies there. 

Shefalee Patel, who had a hand
in one of the most ambitious con-
struction projects in the Middle
East before being laid off, uses
the space to turn out Indian
sweets. 

Miguel Urrego, a son of Colom-
bian immigrants who had worked
as a bartender’s assistant, waiter

and cook all over Manhattan, ca-
ters parties with a menu pro-
duced there that is as diverse as
New Yorkers’ palates: gyoza and
mini-falafel; focaccia and soba
noodles; bite-size burritos and
croquettes.

On a block in Long Island City,
Queens, shared by car washes,
plumbing parts manufacturers
and livery-car garages, the three,
as well as other cooks, pay by the
shift to use a commercial kitchen
equipped with 80-quart mixers,
deep-frying caldrons and walk-in
ovens, churning out food they sell
on the Web and at farmers’ mar-
kets and coffee shops.

The kitchen’s 5,500-square-foot
work space is both a refuge for
dreamers and a life preserver for
the unemployed.

“There are a lot of career-

changers here, a lot of casual
gourmets who channeled their
energies into cooking as a way to
make money,” said Meg LaBar-
bara, a former travel consultant
who makes dips and spreads at
the kitchen, called the Entrepre-
neur’s Space, on 37th Street near
Northern Boulevard.

Working at a hedge fund, Ms.
Angebranndt, 35, had organized
meetings and retreats for high-
level executives. After the fund
shut down in 2008, she invested
her severance pay and savings in
whoopie pies, adapting her
grandmother’s cookie recipe and
her own fillings — no marsh-
mallow, but a dozen flavors of
butter cream. 

“I started out making cakes for
my friends, then I asked them to 

A Kitchen-for-Rent Is a Lifeline for the Laid-Off

Continued on Page A4
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Julian Assange, shown in a police van, was granted bail but re-
mains in jail, with an extradition decision pending. Page A12.

WikiLeaks Founder in Legal Limbo

By MANNY FERNANDEZ

The Dodgers and the Giants
did it. Johnny Carson did it. So
did I.B.M., American Airlines, the
United States Olympic Commit-
tee and President Gerald R. Ford.

Late Monday night, Cliff Lee
did it, too. Lee, the prized pitcher
who helped the Texas Rangers
reach their first World Series,
snubbed New York. He turned
down the Yankees to join the
Philadelphia Phillies, and though
he is not the first player to reject
the Yankees, the circumstances
left some wondering whether he
does not think highly of New
York. The Phillies offered him
less money, a minimum of five
years and $120 million, than the
Yankees, who dangled seven
years and $148 million.

New York, the city of yes, has
always had trouble dealing with
no. When the Olympic Committee
selected Los Angeles over New
York as its choice to host the 1984
Summer Games, New Yorkers 

No to New York?
There Must Be

Some Mistake

Continued on Page A28

By ELISABETH BUMILLER

WASHINGTON — As Presi-
dent Obama prepares to release a
review of American strategy in
Afghanistan that will claim
progress in the nine-year-old war
there, two new classified intelli-
gence reports offer a more nega-
tive assessment and say there is
a limited chance of success un-
less Pakistan hunts down insur-
gents operating from havens on
its Afghan border.

The reports, one on Afghani-
stan and one on Pakistan, say
that although there have been
gains for the United States and
NATO in the war, the unwilling-
ness of Pakistan to shut down
militant sanctuaries in its lawless
tribal region remains a serious
obstacle. American military com-
manders say insurgents freely
cross from Pakistan into Afghani-
stan to plant bombs and fight
American troops and then return
to Pakistan for rest and resupply.

The findings in the reports,
called National Intelligence Esti-
mates, represent the consensus
view of the United States’ 16 in-
telligence agencies, as opposed
to the military, and were pro-
vided last week to some mem-
bers of the Senate and House In-
telligence Committees. The find-
ings were described by a number
of American officials who read
the reports’ executive summa-
ries.

American military command-
ers and senior Pentagon officials
have already criticized the re-
ports as out of date and say that
the cut-off date for the Afghani-
stan report, Oct. 1, does not allow
it to take into account what the
military cites as tactical gains in
Kandahar and Helmand Prov-
inces in the south in the six
weeks since. Pentagon and mil-
itary officials also say the reports
were written by desk-bound
Washington analysts who have
spent limited time, if any, in Af-
ghanistan and have no feel for
the war.

“They are not on the ground
living it day in and day out like
our forces are, so they don’t have
the proximity and perspective,”
said a senior defense official who
spoke on the condition of ano-
nymity because he did not want
to be identified while criticizing
the intelligence agencies. The of-
ficial said that the 30,000 addi-
tional troops that Mr. Obama or-
dered to Afghanistan in Decem-
ber 2009 did not all arrive until
September, meaning that the in-

U.S. INTELLIGENCE
OFFERS DIM VIEW

OF AFGHAN WAR 

DISPUTE WITH MILITARY

Classified Reports Cite
Pakistan’s Failure to

Curb Insurgents

Continued on Page A14

By RANDAL C. ARCHIBOLD

MEXICO CITY — Despite be-
ing a federal fugitive, accused of
laundering millions of dollars for
one of Mexico’s most ruthless
drug cartels, Julio César Godoy
says he simply walked into the
national legislature here unno-
ticed in September, right past the
cordon of federal police officers
watching the building. 

He then raised his right arm,
swore allegiance to the Mexican
Constitution and, 15 months after
disappearing from public view, fi-
nally claimed the congressional
seat he won last year.

It was too late for prosecutors
to do much about it. Mr. Godoy’s
newly conferred status came
with a special perk: immunity
from prosecution. 

Now, a political saga that un-
derscores the persistent fears of
political infiltration by drug car-
tels and the many frustrations of
rooting it out continues to swirl
around him. 

Mexico’s attorney general has
been incensed at Mr. Godoy’s
ability to hide in plain sight, while
others debate intriguing details
in local news reports, like ac-
counts that Mr. Godoy had actu-
ally been spirited into the build-
ing’s basement garage in another
lawmaker’s car. 

“It undermined the serious-
ness of the Chamber of Deputies
and the rule of law that he could
just show up and take the oath,”
said John J. Bailey, a Georgetown
University professor who studies
organized crime and democracy
in Mexico. “The natural reaction
was, ‘What is going on here?’”

On Tuesday night, the cham-
ber, Mexico’s lower house of Con-
gress, voted overwhelmingly to
strip Mr. Godoy of his immunity
and legislative duties, a develop-
ment that could lead to his even-
tual arrest and trial — if he can
be found. 

Mr. Godoy has professed his in-
nocence, calling the charges a po-
litical vendetta against him by
President Felipe Calderón’s gov-

POLITICS ENABLES
MEXICAN FUGITIVE
TO DEFANG A LAW 

LINKED TO DRUG CARTEL

Suspect Slips by Police
to Join Congress, but

Loses Immunity

Continued on Page A3

By KEITH BRADSHER

TIANJIN, China — Judging by
the din at its factory here one re-
cent day, the Spanish company
Gamesa may seem to be a thriv-
ing player in the Chinese wind
energy industry it helped create. 

But Gamesa has learned the
hard way, as other foreign manu-
facturers have, that competing
for China’s lucrative business
means playing by strict house
rules that are often stacked in
Beijing’s favor. 

Nearly all the components that
Gamesa assembles into million-
dollar turbines here, for example,
are made by local suppliers —
companies Gamesa trained to
meet onerous local content re-
quirements. And these same sup-
pliers undermine Gamesa by sell-
ing parts to its Chinese compet-
itors — wind turbine makers that

barely existed in 2005, when
Gamesa controlled more than a
third of the Chinese market. 

But in the five years since, the
upstarts have grabbed more than
85 percent of the wind turbine
market, aided by low-interest
loans and cheap land from the
government, as well as preferen-
tial contracts from the state-
owned power companies that are
the main buyers of the equip-
ment. Gamesa’s market share
now is only 3 percent. 

With their government-be-
stowed blessings, Chinese com-
panies have flourished and now
control almost half of the $45 bil-
lion global market for wind tur-
bines. The biggest of those play-
ers are now taking aim at foreign

markets, particularly the United
States, where General Electric
has long been the leader.

The story of Gamesa in China
follows an industrial arc traced in
other businesses, like desktop
computers and solar panels. Chi-
nese companies acquire the lat-
est Western technology by vari-
ous means and then take advan-
tage of government policies to be-
come the world’s dominant, low-
cost suppliers.

It is a pattern that many econo-
mists say could be repeated in
other fields, like high-speed
trains and nuclear reactors, un-
less China changes the way it
plays the technology develop-
ment game — or is forced to by
its global trading partners. 

Companies like Gamesa have
been so eager to enter the Chi-
nese market that they not only
bow to Beijing’s dictates but have
declined to complain to their own
governments, even when they
see China violating international
trade agreements. 

Even now, Gamesa is not cry-
ing foul — for reasons that are
also part of the China story. Al-
though the company’s market
share in China has atrophied, the
country’s wind turbine market
has grown so big, so fast that
Gamesa now sells more than
twice as many turbines in China
as it did when it was the market
leader five years ago. 

So as Gamesa executives see
it, they made the right bet by
coming to China. And they insist
that they have no regrets about
having trained more than 500
Chinese machinery companies as
a cost of playing by Beijing’s
rules — even if those rules have
sometimes flouted international
trade law. It is simply the table
stakes of playing in the biggest
game going. 

“If we would not have done it, 

China Sets Rules and Wins Wind Power Game
BEIJING TURBINE

First of two articles.

DOUG KANTER FOR THE NEW YORK TIMES

Wind turbine hubs being built at the Gamesa factory in China. Continued on Page B10

“We are against forcing all citi-
zens, regardless of need, into a
compulsory government pro-
gram,” said one prominent critic
of the new health care law. It is

socialized medi-
cine, he argued. If
it stands, he said,
“one of these days,
you and I are going
to spend our sunset
years telling our

children, and our children’s chil-
dren, what it once was like in
America when men were free.”

The health care law in question
was Medicare, and the critic was
Ronald Reagan. He made the
leap from actor to political activ-
ist, almost 50 years ago, in part
by opposing government-run
health insurance for the elderly. 

Today, the supposed threat to
free enterprise is a law that’s
broader, if less radical, than
Medicare: the bill Congress
passed this year to create a sys-
tem of privately run health insur-
ance for everyone. On Monday, a
federal judge ruled part of the
law to be unconstitutional, and
the Supreme Court will probably
need to settle the matter in the
end.

We’ve lived through a version
of this story before, and not just
with Medicare. Nearly every
time this country has expanded
its social safety net or tried to
guarantee civil rights, passionate
opposition has followed. 

The opposition stems from the
tension between two competing
traditions in the American econ-
omy. One is the laissez-faire tra-
dition that celebrates individual-

In Health Law,
Old Arguments
Get New Airing

DAVID
LEONHARDT 
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Protesters
clashed with
the police in
Rome as
Prime Minis-
ter Silvio Ber-
lusconi of Ita-
ly survived
two confi-
dence votes. 
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A new North Korean uranium enrich-
ment plant has led American officials to
conclude that other sites exist. PAGE A13

Suspicions About North Korea

The Air Force is barring its personnel
from using work computers to view
leaked diplomatic cables. PAGE A6

Air Force Bars Access to Cables

Rahm Emanuel, former White House
chief of staff, was grilled at a hearing
over his eligibility to be mayor. PAGE A15

Chicagoans Take On Emanuel

With Lawrence H. Summers departing
soon, some business executives want
President Obama to add a Wall Street
insider to his inner circle. PAGE A19
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Business Decision for Obama

Pedro Espada Jr., a Democrat who is
leaving the State Senate, faces federal
embezzlement charges. PAGE A22
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State Senator Is Indicted 

Save the Children, a global organization
that specializes in helping children,
dropped its support for proposals in var-
ious states to tax soft drinks. PAGE B1
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Reversal on Soft Drink Tax

Book publishers are converting titles
with colorful illustrations to e-books to
capitalize on digital readers. PAGE B1

Color Comes to E-Books 
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The Connecticut women’s basketball
team has won 87 consecutive games,
one victory from matching a record set
by U.C.L.A. men’s teams from 1971 to
1974. The top-ranked Huskies, the two-
time defending N.C.A.A. champions,
play No. 11 Ohio State on Sunday at
Madison Square Garden. PAGE B14
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Many of the areas with the largest increases in immigrants were outside of city centers, according to new data from the Census Bureau. 
Immigrants have traditionally settled in cities, but in the last decade, they have followed jobs to rural and suburban areas. Article, Page A15.
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Borough Haul 
Corporations and entrepreneurs — like
the owners of the Brooklyneer restau-
rant in Manhattan and the makers of
Brooklyn Brine pickles — are cashing in
on Brooklyn’s reputation for scruffy au-
thenticity. PAGE D1

Online, photographs of foods with a
Brooklyn

pedigree:

By FERNANDA SANTOS

In New York’s culinary world,
with its unending appetite and
closet-size kitchens, it is an unim-
pressive building housing a sev-
en-day-a-week, 24-hour revolv-
ing-door operation built on need,
ambition and nostalgia. 

Marisa Angebranndt, who lost
her job at a hedge fund when
Wall Street collapsed, now makes
whoopie pies there. 

Shefalee Patel, who had a hand
in one of the most ambitious con-
struction projects in the Middle
East before being laid off, uses
the space to turn out Indian
sweets. 

Miguel Urrego, a son of Colom-
bian immigrants who had worked
as a bartender’s assistant, waiter

and cook all over Manhattan, ca-
ters parties with a menu pro-
duced there that is as diverse as
New Yorkers’ palates: gyoza and
mini-falafel; focaccia and soba
noodles; bite-size burritos and
croquettes.

On a block in Long Island City,
Queens, shared by car washes,
plumbing parts manufacturers
and livery-car garages, the three,
as well as other cooks, pay by the
shift to use a commercial kitchen
equipped with 80-quart mixers,
deep-frying caldrons and walk-in
ovens, churning out food they sell
on the Web and at farmers’ mar-
kets and coffee shops.

The kitchen’s 5,500-square-foot
work space is both a refuge for
dreamers and a life preserver for
the unemployed.

“There are a lot of career-

changers here, a lot of casual
gourmets who channeled their
energies into cooking as a way to
make money,” said Meg LaBar-
bara, a former travel consultant
who makes dips and spreads at
the kitchen, called the Entrepre-
neur’s Space, on 37th Street near
Northern Boulevard.

Working at a hedge fund, Ms.
Angebranndt, 35, had organized
meetings and retreats for high-
level executives. After the fund
shut down in 2008, she invested
her severance pay and savings in
whoopie pies, adapting her
grandmother’s cookie recipe and
her own fillings — no marsh-
mallow, but a dozen flavors of
butter cream. 

“I started out making cakes for
my friends, then I asked them to 

A Kitchen-for-Rent Is a Lifeline for the Laid-Off

Continued on Page A4
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Julian Assange, shown in a police van, was granted bail but re-
mains in jail, with an extradition decision pending. Page A12.

WikiLeaks Founder in Legal Limbo

By MANNY FERNANDEZ

The Dodgers and the Giants
did it. Johnny Carson did it. So
did I.B.M., American Airlines, the
United States Olympic Commit-
tee and President Gerald R. Ford.

Late Monday night, Cliff Lee
did it, too. Lee, the prized pitcher
who helped the Texas Rangers
reach their first World Series,
snubbed New York. He turned
down the Yankees to join the
Philadelphia Phillies, and though
he is not the first player to reject
the Yankees, the circumstances
left some wondering whether he
does not think highly of New
York. The Phillies offered him
less money, a minimum of five
years and $120 million, than the
Yankees, who dangled seven
years and $148 million.

New York, the city of yes, has
always had trouble dealing with
no. When the Olympic Committee
selected Los Angeles over New
York as its choice to host the 1984
Summer Games, New Yorkers 

No to New York?
There Must Be

Some Mistake
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By ELISABETH BUMILLER

WASHINGTON — As Presi-
dent Obama prepares to release a
review of American strategy in
Afghanistan that will claim
progress in the nine-year-old war
there, two new classified intelli-
gence reports offer a more nega-
tive assessment and say there is
a limited chance of success un-
less Pakistan hunts down insur-
gents operating from havens on
its Afghan border.

The reports, one on Afghani-
stan and one on Pakistan, say
that although there have been
gains for the United States and
NATO in the war, the unwilling-
ness of Pakistan to shut down
militant sanctuaries in its lawless
tribal region remains a serious
obstacle. American military com-
manders say insurgents freely
cross from Pakistan into Afghani-
stan to plant bombs and fight
American troops and then return
to Pakistan for rest and resupply.

The findings in the reports,
called National Intelligence Esti-
mates, represent the consensus
view of the United States’ 16 in-
telligence agencies, as opposed
to the military, and were pro-
vided last week to some mem-
bers of the Senate and House In-
telligence Committees. The find-
ings were described by a number
of American officials who read
the reports’ executive summa-
ries.

American military command-
ers and senior Pentagon officials
have already criticized the re-
ports as out of date and say that
the cut-off date for the Afghani-
stan report, Oct. 1, does not allow
it to take into account what the
military cites as tactical gains in
Kandahar and Helmand Prov-
inces in the south in the six
weeks since. Pentagon and mil-
itary officials also say the reports
were written by desk-bound
Washington analysts who have
spent limited time, if any, in Af-
ghanistan and have no feel for
the war.

“They are not on the ground
living it day in and day out like
our forces are, so they don’t have
the proximity and perspective,”
said a senior defense official who
spoke on the condition of ano-
nymity because he did not want
to be identified while criticizing
the intelligence agencies. The of-
ficial said that the 30,000 addi-
tional troops that Mr. Obama or-
dered to Afghanistan in Decem-
ber 2009 did not all arrive until
September, meaning that the in-

U.S. INTELLIGENCE
OFFERS DIM VIEW

OF AFGHAN WAR 

DISPUTE WITH MILITARY

Classified Reports Cite
Pakistan’s Failure to

Curb Insurgents

Continued on Page A14

By RANDAL C. ARCHIBOLD

MEXICO CITY — Despite be-
ing a federal fugitive, accused of
laundering millions of dollars for
one of Mexico’s most ruthless
drug cartels, Julio César Godoy
says he simply walked into the
national legislature here unno-
ticed in September, right past the
cordon of federal police officers
watching the building. 

He then raised his right arm,
swore allegiance to the Mexican
Constitution and, 15 months after
disappearing from public view, fi-
nally claimed the congressional
seat he won last year.

It was too late for prosecutors
to do much about it. Mr. Godoy’s
newly conferred status came
with a special perk: immunity
from prosecution. 

Now, a political saga that un-
derscores the persistent fears of
political infiltration by drug car-
tels and the many frustrations of
rooting it out continues to swirl
around him. 

Mexico’s attorney general has
been incensed at Mr. Godoy’s
ability to hide in plain sight, while
others debate intriguing details
in local news reports, like ac-
counts that Mr. Godoy had actu-
ally been spirited into the build-
ing’s basement garage in another
lawmaker’s car. 

“It undermined the serious-
ness of the Chamber of Deputies
and the rule of law that he could
just show up and take the oath,”
said John J. Bailey, a Georgetown
University professor who studies
organized crime and democracy
in Mexico. “The natural reaction
was, ‘What is going on here?’”

On Tuesday night, the cham-
ber, Mexico’s lower house of Con-
gress, voted overwhelmingly to
strip Mr. Godoy of his immunity
and legislative duties, a develop-
ment that could lead to his even-
tual arrest and trial — if he can
be found. 

Mr. Godoy has professed his in-
nocence, calling the charges a po-
litical vendetta against him by
President Felipe Calderón’s gov-

POLITICS ENABLES
MEXICAN FUGITIVE
TO DEFANG A LAW 

LINKED TO DRUG CARTEL

Suspect Slips by Police
to Join Congress, but

Loses Immunity

Continued on Page A3

By KEITH BRADSHER

TIANJIN, China — Judging by
the din at its factory here one re-
cent day, the Spanish company
Gamesa may seem to be a thriv-
ing player in the Chinese wind
energy industry it helped create. 

But Gamesa has learned the
hard way, as other foreign manu-
facturers have, that competing
for China’s lucrative business
means playing by strict house
rules that are often stacked in
Beijing’s favor. 

Nearly all the components that
Gamesa assembles into million-
dollar turbines here, for example,
are made by local suppliers —
companies Gamesa trained to
meet onerous local content re-
quirements. And these same sup-
pliers undermine Gamesa by sell-
ing parts to its Chinese compet-
itors — wind turbine makers that

barely existed in 2005, when
Gamesa controlled more than a
third of the Chinese market. 

But in the five years since, the
upstarts have grabbed more than
85 percent of the wind turbine
market, aided by low-interest
loans and cheap land from the
government, as well as preferen-
tial contracts from the state-
owned power companies that are
the main buyers of the equip-
ment. Gamesa’s market share
now is only 3 percent. 

With their government-be-
stowed blessings, Chinese com-
panies have flourished and now
control almost half of the $45 bil-
lion global market for wind tur-
bines. The biggest of those play-
ers are now taking aim at foreign

markets, particularly the United
States, where General Electric
has long been the leader.

The story of Gamesa in China
follows an industrial arc traced in
other businesses, like desktop
computers and solar panels. Chi-
nese companies acquire the lat-
est Western technology by vari-
ous means and then take advan-
tage of government policies to be-
come the world’s dominant, low-
cost suppliers.

It is a pattern that many econo-
mists say could be repeated in
other fields, like high-speed
trains and nuclear reactors, un-
less China changes the way it
plays the technology develop-
ment game — or is forced to by
its global trading partners. 

Companies like Gamesa have
been so eager to enter the Chi-
nese market that they not only
bow to Beijing’s dictates but have
declined to complain to their own
governments, even when they
see China violating international
trade agreements. 

Even now, Gamesa is not cry-
ing foul — for reasons that are
also part of the China story. Al-
though the company’s market
share in China has atrophied, the
country’s wind turbine market
has grown so big, so fast that
Gamesa now sells more than
twice as many turbines in China
as it did when it was the market
leader five years ago. 

So as Gamesa executives see
it, they made the right bet by
coming to China. And they insist
that they have no regrets about
having trained more than 500
Chinese machinery companies as
a cost of playing by Beijing’s
rules — even if those rules have
sometimes flouted international
trade law. It is simply the table
stakes of playing in the biggest
game going. 

“If we would not have done it, 

China Sets Rules and Wins Wind Power Game
BEIJING TURBINE

First of two articles.

DOUG KANTER FOR THE NEW YORK TIMES

Wind turbine hubs being built at the Gamesa factory in China. Continued on Page B10

“We are against forcing all citi-
zens, regardless of need, into a
compulsory government pro-
gram,” said one prominent critic
of the new health care law. It is

socialized medi-
cine, he argued. If
it stands, he said,
“one of these days,
you and I are going
to spend our sunset
years telling our

children, and our children’s chil-
dren, what it once was like in
America when men were free.”

The health care law in question
was Medicare, and the critic was
Ronald Reagan. He made the
leap from actor to political activ-
ist, almost 50 years ago, in part
by opposing government-run
health insurance for the elderly. 

Today, the supposed threat to
free enterprise is a law that’s
broader, if less radical, than
Medicare: the bill Congress
passed this year to create a sys-
tem of privately run health insur-
ance for everyone. On Monday, a
federal judge ruled part of the
law to be unconstitutional, and
the Supreme Court will probably
need to settle the matter in the
end.

We’ve lived through a version
of this story before, and not just
with Medicare. Nearly every
time this country has expanded
its social safety net or tried to
guarantee civil rights, passionate
opposition has followed. 

The opposition stems from the
tension between two competing
traditions in the American econ-
omy. One is the laissez-faire tra-
dition that celebrates individual-

In Health Law,
Old Arguments
Get New Airing
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Protesters
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the police in
Rome as
Prime Minis-
ter Silvio Ber-
lusconi of Ita-
ly survived
two confi-
dence votes. 
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By LYNNLEY BROWNING

Federal prosecutors on Tues-
day accused a former UBS bank-
er of advising wealthy American
clients to avoid disclosing their
hidden offshore accounts held at
a smaller Swiss bank because
they were unlikely to attract
scrutiny from the United States
tax authorities.

The United States attorney’s
office in Miami accused Renzo
Gadola, the head of RG Invest-
ment Partners, an investment ad-
visory firm in Zurich, of conspir-
acy to defraud the United States
by helping wealthy Americans

evade taxes from 2000 through
this month.

Mr. Gadola, a Swiss citizen,
was employed by UBS from 1995
to 2008, when he left to form RG
Investment Partners. He was ar-
rested on Nov. 8 and was to ap-
pear in Federal District Court in
Miami on Tuesday.

Prosecutors also said that an
unidentified co-conspirator, who
was a former senior UBS private
banking executive, had worked
as Mr. Gadola’s partner to help
wealthy Americans evade taxes
through Basler Kantonalbank, a
Swiss cantonal bank in Basel. 

The co-conspirator, a Swiss cit-
izen, oversaw hundreds of Ameri-
can clients. When he left in 2003
to set up an independent invest-
ment firm in Switzerland, he took
about 150 UBS clients with him,
prosecutors said.

The accusation, which was
filed as a criminal information,
underscores how Swiss bank se-
crecy continues to flourish de-
spite the recent United States
crackdown on UBS, Switzer-
land’s largest bank, in connection
with offshore private banking
services that enabled wealthy
Americans to evade taxes.

In particular, the charge sheds
new light on how Swiss bankers
continued to sell tax-evasion
services even while American au-
thorities turned up the heat on
UBS. The nearly four-year scru-
tiny of UBS, which ended last
month, led many larger Swiss
banks to alter or discontinue
their offshore services. In the
wake of the UBS investigation,
the I.R.S. said it was increasing
its scrutiny of other banks. 

According to the criminal in-
formation, a wealthy client from
Mississippi told the unidentified
Swiss banker in September 2009

that he wanted to participate in a
voluntary disclosure program
from the I.R.S. that allowed tax-
payers to come forward and re-
port their secret offshore ac-
counts in exchange for lesser
penalties. The client had inher-
ited $400,000 in cash and stored it
in a box in Mississippi before
putting it in UBS and later Basler
Kantonalbank.

But the Swiss banker told the
client that his Basler account was
too small to bother disclosing and
that doing so “would bring trou-
ble for both of them.” When the
client pressed further, the Swiss

banker suggested that he falsify
banking records to make the
money look like a loan.

Last month, Mr. Gadola told
the client that he and his partner,
the unidentified co-conspirator,
had withdrawn the client’s
money from Basler and were
keeping it in cash in their shared
offices. “There is no paper trail,”
Mr. Gadola told the client, ac-
cording to the document. 

That Mr. Gadola was charged
in a criminal information and not
indicted suggests that he may be
cooperating with American in-
vestigators.

Ex-UBS Banker Is Accused of Advising Americans to Evade Taxes at a Small Swiss Bank

someone else would have done it,” said
Jorge Calvet, Gamesa’s chairman and
chief executive.

Gamesa, an old-line machinery com-
pany that entered the wind turbine
business in 1994, is a modern Spanish
success story.

Its factories in Pamplona and else-
where in Spain have produced wind tur-
bines installed around the world. With
sales of $4.4 billion last year, Gamesa is
the world’s third-largest turbine maker,
after Vestas of Denmark, the longtime
global leader, and G.E. 

With its relatively low Spanish labor
costs, Gamesa became an early favorite
a decade ago when China began buying
significant numbers of imported wind
turbines, as Beijing started moving to-
ward clean energy. Gamesa also moved
early and aggressively to beef up sales
and maintenance organizations within
China, amassing 35 percent of the mar-
ket by 2005.

But Chinese officials had begun to
slip new provisions into the bidding re-
quirements for some state-run wind
farms, requiring more and more of the
content of turbines to be equipment pro-
duced within China — not imported. 

Those piecemeal requirements soon
led to a blanket requirement. On July 4,
2005, China’s top economic policy agen-
cy, the National Development and Re-
form Commission, declared that wind
farms had to buy equipment in which at
least 70 percent of the value was domes-
tically manufactured. 

“Wind farms not meeting the require-
ment of equipment localization rate
shall not be allowed to be built,” stated
the directive, known as Notice 1204.

Trade lawyers say that setting any lo-
cal content requirement — let alone one
stipulating such a high domestic share
— was a violation of the rules of the
World Trade Organization, the interna-
tional body that China had joined just
four years earlier. Joanna I. Lewis, a
Georgetown University professor who
is a longtime adviser to Chinese policy
makers on wind energy, said she and
others had repeatedly warned Beijing
that the local-content policy risked pro-
voking a W.T.O. challenge by other
countries. 

But the Chinese government bet cor-
rectly that Gamesa, as well as G.E. and
other multinationals, would not dare
risk losing a piece of China’s booming
wind farm business by complaining to
trade officials in their home countries. 

Rather than fight, Gamesa and the
other leading multinational wind tur-
bine makers all opted to open factories
in China and train local suppliers to
meet the 70 percent threshold. 

Mr. Calvet said Gamesa would have
opened factories in China at some stage,
regardless of the content policy.

“If you plan to go into a country,” Mr.
Calvet said, “you really need to commit
to a country.” 

Ditlev Engel, the chief executive of
Vestas, said in an interview, “We
strongly believed that for us to be com-
petitive in China, it was very important
for us to develop an Asia supplier base.”

A top executive at a rival of Gamesa
and Vestas, who insisted on anonymity
for fear of business retaliation by Bei-
jing, said that multinationals had an-
other reason for going along with Chi-
na’s dictates: “Everybody was too
scared.”

Local Production
There is a difference between setting

up an assembly plant in a host company
— as many European wind turbine com-
panies, including Gamesa, have done in
the United States, for example — and
ceding the production of crucial parts to
companies in the host country. 

In the United States, where there are
no local-content requirements, the wind
turbine industry uses an average of 50
percent American-made parts. For its
American operations, Gamesa relies
somewhat more than that on American
suppliers, but it still imports some parts
from Spain, including crucial gearbox-
es. 

Within weeks after Beijing’s issuance
of Notice 1204, Gamesa sent dozens of
Spanish engineers to Tianjin. The engi-
neers did not just oversee the construc-
tion of the assembly plant, but fanned
out to local Chinese companies and be-
gan teaching them how to make a multi-
tude of steel forgings and castings, and
a range of complex electronic controls. 

One Chinese supplier here became so

adept at making a 10-ton steel frame
that keeps a wind turbine’s gearbox and
generator aligned even under gale-force
conditions, and making it so cheaply,
that the Spanish company now ships
the Chinese frame halfway around the
world for turbines that Gamesa assem-
bles at its American plant in Fairless
Hills, Pa. Mr. Calvet said the American
manufacturing sector had been so
weakened in recent decades that for
some components there were no Ameri-
can machinery companies readily avail-
able.

It was not until the summer of 2009,
when senior Obama administration offi-
cials started looking at barriers to
American clean energy exports, that
the United States pressed China hard
about Notice 1204. The Chinese govern-
ment revoked it two months later. 

But by then, the policy was no longer
needed. Some Gamesa wind turbines
exceeded 95 percent local content.

“The objectives of the local content
requirement were achieved, and prob-
ably more achieved than anyone ex-
pected,” said Steve Sawyer, the secre-
tary general of the Global Wind Energy
Council, a trade group based in Brussels
that represents wind energy companies
from around the world, including China.

A Battle Takes Shape
China agreed to abide by the W.T.O.’s

trade rules when it joined the organ-
ization in 2001. And Chinese officials,
when willing to comment on such mat-
ters at all, typically defend their actions
as being within the bounds of fair play. 

Li Junfeng, an official at the National
Development and Reform Commission
who oversees renewable energy policy,
defended the local content policy. 

“It was localization support,” Mr. Li
said in an interview. China is a develop-
ing country, he said, and developing

countries need to do what they can to
foster industrial development.

But the Obama administration takes
a different view. It included the local
content rule in the investigation it an-
nounced on Oct. 15, an inquiry into
whether China’s clean energy policies
had violated W.T.O. rules. The investiga-
tion was spurred by the United Steel-
workers union, which has no qualms
about taking on Beijing because it has
no sales contracts at risk in China. 

Zhang Guobao, the director of China’s
National Energy Administration, said at
an Oct. 17 press conference that the
United States was wrong to cite the lo-
cal content rule in its investigation —
because China had already abolished it.

Mr. Zhang did have a point: the W.T.O.’s
main redress for a local content protec-
tion is to push the offending country to
revoke it. 

But the United States investigation of
China goes beyond local content, and
the W.T.O. has other weapons at its dis-
posal.

The trade organization, for example,
has authority to order the repayment of
subsidies a government gives to its ex-
port industries to the detriment of for-
eign competitors. The steelworkers’ pe-
tition cites various forms of subsidies
and support that China has given to its
industries in potential violation of in-
ternational trade rules. That includes
low-interest loans from state-owned
banks and grants of cheap or free land,
as well as other perks not available to
foreign companies operating in China.

As for the state-owned wind farms
that are the main buyers of wind energy
equipment, China has many policies to
preserve their dominance, while lim-
iting market opportunities for foreign
companies that might try to develop
wind farms. 

Those policies — all potential W.T.O.
violations, according to some experts —
are an open secret. 

Earlier this autumn the Chinese wind
turbine maker Ming Yang Wind Power
Group made an initial public offering of
its shares on the New York Stock Ex-
change, as prelude to entering the
American wind energy market. The fi-
nancial disclosures in the company’s
prospectus acknowledged that “we ob-
tained land and other policy incentives
from local governments,” as well as
deals requiring that the municipal gov-
ernments’ wind farms buy turbines
only from Ming Yang. 

China Looks Abroad
Gamesa, among other multinational

turbine makers, so far has benefited
from the growing market in China, de-
spite policies that have increasingly rel-
egated those companies to fighting over
ever-thinner slices of the pie.

But that dynamic could be changing.
The Chinese government is now slow-
ing the approval of new wind farms at
home. The pause, whose duration is un-
clear, is meant to give the national elec-
tricity system time to absorb thousands
of new turbines that have already been
erected and not yet connected to the
grid. 

Gamesa had an ample order book
lined up before the government applied
the brakes. But the government policy
means that the Chinese turbine makers,
having become giants on the backs of
companies like Gamesa, must now look
beyond their captive national market
for further growth. 

Sinovel, China’s biggest wind turbine
maker, has said it wants to become the
world’s largest by 2015. The company’s
chairman and president, Han Junliang,

said in October at the annual China
Wind Power industry conference in Bei-
jing that his goal was to sell as many
turbines overseas as within China. 

Sinovel is among the Chinese compa-
nies now opening sales offices across
the United States in preparation for a
big export push next year. They are
backed by more than $13 billion in low-
interest loans issued this past summer
by Chinese government-owned banks;
billions more are being raised in initial
public offerings led mainly by Morgan
Stanley this autumn in New York and
Hong Kong. 

Multinationals are alarmed. Vestas,
for example, is closing four factories in
Denmark and one in Sweden, and lay-
ing off one-eighth of its 24,000-person la-
bor force this autumn, in an effort to
push its costs down closer to Asian lev-
els, its chief, Mr. Engel, said.

The Chinese push, clouded by the
Obama administration’s investigation of
the steelworkers’ complaint, could com-
plicate the climate change debate in the
West. Wind farm developers in the West
are worried that Western governments
may be less enthusiastic about encour-
aging renewable energy requirements if
these programs are perceived as creat-
ing jobs in China instead of at home.

The provincial government of Ontario
in Canada now wants to take a page
from China’s playbook by trying to re-
quire 25 percent local content for wind
energy projects and 50 percent for solar
power projects in the province. The Jap-
anese government responded by filing a
W.T.O. complaint against Canada in
September, asserting that Ontario was
violating the W.T.O. prohibition on local
content requirements. By contrast, Ja-
pan has never filed a W.T.O. complaint
on any issue against China, for fear of
harming diplomatic relations with its
large neighbor. 

Meanwhile, the Chinese government
is intent on turning its wind energy in-
dustry into the global leader, helping
manufacturers coordinate export strat-
egies and providing various sorts of
technical assistance. 

Mr. Li, the overseer of the Chinese re-
newable energy industry, publicly ex-
horted the leaders of the nation’s big-
gest wind turbine makers at the China
Wind Power conference, a three-day
event that drew hundreds of executives
from around the world.

“You cannot be called a winner if you
are the leader for three or five years,”
Mr. Li told the Chinese executives. “You
can only stand on the top line if you are
the leader for 100 or 200 years.”

The Chinese presidents sat quietly
and respectfully, chins down. Senior ex-
ecutives from the foreign manufactur-
ers — including Vestas, G.E. and Game-
sa — sat alongside them, staring
straight ahead in stony silence.

By Setting the Rules, China Wins the Wind Power Game
From Page A1
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Gamesa’s wind turbine factory in Tianjin, China. The Spanish company, to
win permission to establish itself there, was required to source components
from local suppliers, which the company had to train.

Turbine components from China are
now being shipped by Gamesa to its
customers in other markets.

3.5

3.0

2.5

2.0

1.5

1.0

0.5

0

1.0

0.5

0

 gigawatts

ANNUAL DELIVERIES OF 
WIND TURBINES IN CHINA

SIX MONTHS

Foreign wind turbine makers 
like Gamesa and Vestas have 
lost ground in China to 
domestic companies since 
the government set local 
content rules in 2005.

Surpassed

THE NEW YORK TIMESSources: IHS Emerging Energy Research; China Wind Energy Association

Gamesa
(Spain)

Vestas
(Denmark)

Dongfang
(China)

Goldwind
(China)

Sinovel
(China)

’05 ’10 ’05 ’10 ’05 ’10 ’05 ’10 ’05 ’10
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By LYNNLEY BROWNING

Federal prosecutors on Tues-
day accused a former UBS bank-
er of advising wealthy American
clients to avoid disclosing their
hidden offshore accounts held at
a smaller Swiss bank because
they were unlikely to attract
scrutiny from the United States
tax authorities.

The United States attorney’s
office in Miami accused Renzo
Gadola, the head of RG Invest-
ment Partners, an investment ad-
visory firm in Zurich, of conspir-
acy to defraud the United States
by helping wealthy Americans

evade taxes from 2000 through
this month.

Mr. Gadola, a Swiss citizen,
was employed by UBS from 1995
to 2008, when he left to form RG
Investment Partners. He was ar-
rested on Nov. 8 and was to ap-
pear in Federal District Court in
Miami on Tuesday.

Prosecutors also said that an
unidentified co-conspirator, who
was a former senior UBS private
banking executive, had worked
as Mr. Gadola’s partner to help
wealthy Americans evade taxes
through Basler Kantonalbank, a
Swiss cantonal bank in Basel. 

The co-conspirator, a Swiss cit-
izen, oversaw hundreds of Ameri-
can clients. When he left in 2003
to set up an independent invest-
ment firm in Switzerland, he took
about 150 UBS clients with him,
prosecutors said.

The accusation, which was
filed as a criminal information,
underscores how Swiss bank se-
crecy continues to flourish de-
spite the recent United States
crackdown on UBS, Switzer-
land’s largest bank, in connection
with offshore private banking
services that enabled wealthy
Americans to evade taxes.

In particular, the charge sheds
new light on how Swiss bankers
continued to sell tax-evasion
services even while American au-
thorities turned up the heat on
UBS. The nearly four-year scru-
tiny of UBS, which ended last
month, led many larger Swiss
banks to alter or discontinue
their offshore services. In the
wake of the UBS investigation,
the I.R.S. said it was increasing
its scrutiny of other banks. 

According to the criminal in-
formation, a wealthy client from
Mississippi told the unidentified
Swiss banker in September 2009

that he wanted to participate in a
voluntary disclosure program
from the I.R.S. that allowed tax-
payers to come forward and re-
port their secret offshore ac-
counts in exchange for lesser
penalties. The client had inher-
ited $400,000 in cash and stored it
in a box in Mississippi before
putting it in UBS and later Basler
Kantonalbank.

But the Swiss banker told the
client that his Basler account was
too small to bother disclosing and
that doing so “would bring trou-
ble for both of them.” When the
client pressed further, the Swiss

banker suggested that he falsify
banking records to make the
money look like a loan.

Last month, Mr. Gadola told
the client that he and his partner,
the unidentified co-conspirator,
had withdrawn the client’s
money from Basler and were
keeping it in cash in their shared
offices. “There is no paper trail,”
Mr. Gadola told the client, ac-
cording to the document. 

That Mr. Gadola was charged
in a criminal information and not
indicted suggests that he may be
cooperating with American in-
vestigators.

Ex-UBS Banker Is Accused of Advising Americans to Evade Taxes at a Small Swiss Bank

someone else would have done it,” said
Jorge Calvet, Gamesa’s chairman and
chief executive.

Gamesa, an old-line machinery com-
pany that entered the wind turbine
business in 1994, is a modern Spanish
success story.

Its factories in Pamplona and else-
where in Spain have produced wind tur-
bines installed around the world. With
sales of $4.4 billion last year, Gamesa is
the world’s third-largest turbine maker,
after Vestas of Denmark, the longtime
global leader, and G.E. 

With its relatively low Spanish labor
costs, Gamesa became an early favorite
a decade ago when China began buying
significant numbers of imported wind
turbines, as Beijing started moving to-
ward clean energy. Gamesa also moved
early and aggressively to beef up sales
and maintenance organizations within
China, amassing 35 percent of the mar-
ket by 2005.

But Chinese officials had begun to
slip new provisions into the bidding re-
quirements for some state-run wind
farms, requiring more and more of the
content of turbines to be equipment pro-
duced within China — not imported. 

Those piecemeal requirements soon
led to a blanket requirement. On July 4,
2005, China’s top economic policy agen-
cy, the National Development and Re-
form Commission, declared that wind
farms had to buy equipment in which at
least 70 percent of the value was domes-
tically manufactured. 

“Wind farms not meeting the require-
ment of equipment localization rate
shall not be allowed to be built,” stated
the directive, known as Notice 1204.

Trade lawyers say that setting any lo-
cal content requirement — let alone one
stipulating such a high domestic share
— was a violation of the rules of the
World Trade Organization, the interna-
tional body that China had joined just
four years earlier. Joanna I. Lewis, a
Georgetown University professor who
is a longtime adviser to Chinese policy
makers on wind energy, said she and
others had repeatedly warned Beijing
that the local-content policy risked pro-
voking a W.T.O. challenge by other
countries. 

But the Chinese government bet cor-
rectly that Gamesa, as well as G.E. and
other multinationals, would not dare
risk losing a piece of China’s booming
wind farm business by complaining to
trade officials in their home countries. 

Rather than fight, Gamesa and the
other leading multinational wind tur-
bine makers all opted to open factories
in China and train local suppliers to
meet the 70 percent threshold. 

Mr. Calvet said Gamesa would have
opened factories in China at some stage,
regardless of the content policy.

“If you plan to go into a country,” Mr.
Calvet said, “you really need to commit
to a country.” 

Ditlev Engel, the chief executive of
Vestas, said in an interview, “We
strongly believed that for us to be com-
petitive in China, it was very important
for us to develop an Asia supplier base.”

A top executive at a rival of Gamesa
and Vestas, who insisted on anonymity
for fear of business retaliation by Bei-
jing, said that multinationals had an-
other reason for going along with Chi-
na’s dictates: “Everybody was too
scared.”

Local Production
There is a difference between setting

up an assembly plant in a host company
— as many European wind turbine com-
panies, including Gamesa, have done in
the United States, for example — and
ceding the production of crucial parts to
companies in the host country. 

In the United States, where there are
no local-content requirements, the wind
turbine industry uses an average of 50
percent American-made parts. For its
American operations, Gamesa relies
somewhat more than that on American
suppliers, but it still imports some parts
from Spain, including crucial gearbox-
es. 

Within weeks after Beijing’s issuance
of Notice 1204, Gamesa sent dozens of
Spanish engineers to Tianjin. The engi-
neers did not just oversee the construc-
tion of the assembly plant, but fanned
out to local Chinese companies and be-
gan teaching them how to make a multi-
tude of steel forgings and castings, and
a range of complex electronic controls. 

One Chinese supplier here became so

adept at making a 10-ton steel frame
that keeps a wind turbine’s gearbox and
generator aligned even under gale-force
conditions, and making it so cheaply,
that the Spanish company now ships
the Chinese frame halfway around the
world for turbines that Gamesa assem-
bles at its American plant in Fairless
Hills, Pa. Mr. Calvet said the American
manufacturing sector had been so
weakened in recent decades that for
some components there were no Ameri-
can machinery companies readily avail-
able.

It was not until the summer of 2009,
when senior Obama administration offi-
cials started looking at barriers to
American clean energy exports, that
the United States pressed China hard
about Notice 1204. The Chinese govern-
ment revoked it two months later. 

But by then, the policy was no longer
needed. Some Gamesa wind turbines
exceeded 95 percent local content.

“The objectives of the local content
requirement were achieved, and prob-
ably more achieved than anyone ex-
pected,” said Steve Sawyer, the secre-
tary general of the Global Wind Energy
Council, a trade group based in Brussels
that represents wind energy companies
from around the world, including China.

A Battle Takes Shape
China agreed to abide by the W.T.O.’s

trade rules when it joined the organ-
ization in 2001. And Chinese officials,
when willing to comment on such mat-
ters at all, typically defend their actions
as being within the bounds of fair play. 

Li Junfeng, an official at the National
Development and Reform Commission
who oversees renewable energy policy,
defended the local content policy. 

“It was localization support,” Mr. Li
said in an interview. China is a develop-
ing country, he said, and developing

countries need to do what they can to
foster industrial development.

But the Obama administration takes
a different view. It included the local
content rule in the investigation it an-
nounced on Oct. 15, an inquiry into
whether China’s clean energy policies
had violated W.T.O. rules. The investiga-
tion was spurred by the United Steel-
workers union, which has no qualms
about taking on Beijing because it has
no sales contracts at risk in China. 

Zhang Guobao, the director of China’s
National Energy Administration, said at
an Oct. 17 press conference that the
United States was wrong to cite the lo-
cal content rule in its investigation —
because China had already abolished it.

Mr. Zhang did have a point: the W.T.O.’s
main redress for a local content protec-
tion is to push the offending country to
revoke it. 

But the United States investigation of
China goes beyond local content, and
the W.T.O. has other weapons at its dis-
posal.

The trade organization, for example,
has authority to order the repayment of
subsidies a government gives to its ex-
port industries to the detriment of for-
eign competitors. The steelworkers’ pe-
tition cites various forms of subsidies
and support that China has given to its
industries in potential violation of in-
ternational trade rules. That includes
low-interest loans from state-owned
banks and grants of cheap or free land,
as well as other perks not available to
foreign companies operating in China.

As for the state-owned wind farms
that are the main buyers of wind energy
equipment, China has many policies to
preserve their dominance, while lim-
iting market opportunities for foreign
companies that might try to develop
wind farms. 

Those policies — all potential W.T.O.
violations, according to some experts —
are an open secret. 

Earlier this autumn the Chinese wind
turbine maker Ming Yang Wind Power
Group made an initial public offering of
its shares on the New York Stock Ex-
change, as prelude to entering the
American wind energy market. The fi-
nancial disclosures in the company’s
prospectus acknowledged that “we ob-
tained land and other policy incentives
from local governments,” as well as
deals requiring that the municipal gov-
ernments’ wind farms buy turbines
only from Ming Yang. 

China Looks Abroad
Gamesa, among other multinational

turbine makers, so far has benefited
from the growing market in China, de-
spite policies that have increasingly rel-
egated those companies to fighting over
ever-thinner slices of the pie.

But that dynamic could be changing.
The Chinese government is now slow-
ing the approval of new wind farms at
home. The pause, whose duration is un-
clear, is meant to give the national elec-
tricity system time to absorb thousands
of new turbines that have already been
erected and not yet connected to the
grid. 

Gamesa had an ample order book
lined up before the government applied
the brakes. But the government policy
means that the Chinese turbine makers,
having become giants on the backs of
companies like Gamesa, must now look
beyond their captive national market
for further growth. 

Sinovel, China’s biggest wind turbine
maker, has said it wants to become the
world’s largest by 2015. The company’s
chairman and president, Han Junliang,

said in October at the annual China
Wind Power industry conference in Bei-
jing that his goal was to sell as many
turbines overseas as within China. 

Sinovel is among the Chinese compa-
nies now opening sales offices across
the United States in preparation for a
big export push next year. They are
backed by more than $13 billion in low-
interest loans issued this past summer
by Chinese government-owned banks;
billions more are being raised in initial
public offerings led mainly by Morgan
Stanley this autumn in New York and
Hong Kong. 

Multinationals are alarmed. Vestas,
for example, is closing four factories in
Denmark and one in Sweden, and lay-
ing off one-eighth of its 24,000-person la-
bor force this autumn, in an effort to
push its costs down closer to Asian lev-
els, its chief, Mr. Engel, said.

The Chinese push, clouded by the
Obama administration’s investigation of
the steelworkers’ complaint, could com-
plicate the climate change debate in the
West. Wind farm developers in the West
are worried that Western governments
may be less enthusiastic about encour-
aging renewable energy requirements if
these programs are perceived as creat-
ing jobs in China instead of at home.

The provincial government of Ontario
in Canada now wants to take a page
from China’s playbook by trying to re-
quire 25 percent local content for wind
energy projects and 50 percent for solar
power projects in the province. The Jap-
anese government responded by filing a
W.T.O. complaint against Canada in
September, asserting that Ontario was
violating the W.T.O. prohibition on local
content requirements. By contrast, Ja-
pan has never filed a W.T.O. complaint
on any issue against China, for fear of
harming diplomatic relations with its
large neighbor. 

Meanwhile, the Chinese government
is intent on turning its wind energy in-
dustry into the global leader, helping
manufacturers coordinate export strat-
egies and providing various sorts of
technical assistance. 

Mr. Li, the overseer of the Chinese re-
newable energy industry, publicly ex-
horted the leaders of the nation’s big-
gest wind turbine makers at the China
Wind Power conference, a three-day
event that drew hundreds of executives
from around the world.

“You cannot be called a winner if you
are the leader for three or five years,”
Mr. Li told the Chinese executives. “You
can only stand on the top line if you are
the leader for 100 or 200 years.”

The Chinese presidents sat quietly
and respectfully, chins down. Senior ex-
ecutives from the foreign manufactur-
ers — including Vestas, G.E. and Game-
sa — sat alongside them, staring
straight ahead in stony silence.

By Setting the Rules, China Wins the Wind Power Game
From Page A1
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Gamesa’s wind turbine factory in Tianjin, China. The Spanish company, to
win permission to establish itself there, was required to source components
from local suppliers, which the company had to train.

Turbine components from China are
now being shipped by Gamesa to its
customers in other markets.
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ANNUAL DELIVERIES OF 
WIND TURBINES IN CHINA
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Foreign wind turbine makers 
like Gamesa and Vestas have 
lost ground in China to 
domestic companies since 
the government set local 
content rules in 2005.
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Next: How China’s influence is felt in the
American wind industry.

A translation of a document issued
by China’s top economic policy

agency, the National Development and
Reform Commission, declaring that
wind farms had to buy equipment in
which at least 70 percent of the value
was domestically manufactured. 
nytimes.com/businessday
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Federal prosecutors on Tues-
day accused a former UBS bank-
er of advising wealthy American
clients to avoid disclosing their
hidden offshore accounts held at
a smaller Swiss bank because
they were unlikely to attract
scrutiny from the United States
tax authorities.

The United States attorney’s
office in Miami accused Renzo
Gadola, the head of RG Invest-
ment Partners, an investment ad-
visory firm in Zurich, of conspir-
acy to defraud the United States
by helping wealthy Americans

evade taxes from 2000 through
this month.

Mr. Gadola, a Swiss citizen,
was employed by UBS from 1995
to 2008, when he left to form RG
Investment Partners. He was ar-
rested on Nov. 8 and was to ap-
pear in Federal District Court in
Miami on Tuesday.

Prosecutors also said that an
unidentified co-conspirator, who
was a former senior UBS private
banking executive, had worked
as Mr. Gadola’s partner to help
wealthy Americans evade taxes
through Basler Kantonalbank, a
Swiss cantonal bank in Basel. 

The co-conspirator, a Swiss cit-
izen, oversaw hundreds of Ameri-
can clients. When he left in 2003
to set up an independent invest-
ment firm in Switzerland, he took
about 150 UBS clients with him,
prosecutors said.

The accusation, which was
filed as a criminal information,
underscores how Swiss bank se-
crecy continues to flourish de-
spite the recent United States
crackdown on UBS, Switzer-
land’s largest bank, in connection
with offshore private banking
services that enabled wealthy
Americans to evade taxes.

In particular, the charge sheds
new light on how Swiss bankers
continued to sell tax-evasion
services even while American au-
thorities turned up the heat on
UBS. The nearly four-year scru-
tiny of UBS, which ended last
month, led many larger Swiss
banks to alter or discontinue
their offshore services. In the
wake of the UBS investigation,
the I.R.S. said it was increasing
its scrutiny of other banks. 

According to the criminal in-
formation, a wealthy client from
Mississippi told the unidentified
Swiss banker in September 2009

that he wanted to participate in a
voluntary disclosure program
from the I.R.S. that allowed tax-
payers to come forward and re-
port their secret offshore ac-
counts in exchange for lesser
penalties. The client had inher-
ited $400,000 in cash and stored it
in a box in Mississippi before
putting it in UBS and later Basler
Kantonalbank.

But the Swiss banker told the
client that his Basler account was
too small to bother disclosing and
that doing so “would bring trou-
ble for both of them.” When the
client pressed further, the Swiss

banker suggested that he falsify
banking records to make the
money look like a loan.

Last month, Mr. Gadola told
the client that he and his partner,
the unidentified co-conspirator,
had withdrawn the client’s
money from Basler and were
keeping it in cash in their shared
offices. “There is no paper trail,”
Mr. Gadola told the client, ac-
cording to the document. 

That Mr. Gadola was charged
in a criminal information and not
indicted suggests that he may be
cooperating with American in-
vestigators.

Ex-UBS Banker Is Accused of Advising Americans to Evade Taxes at a Small Swiss Bank

someone else would have done it,” said
Jorge Calvet, Gamesa’s chairman and
chief executive.

Gamesa, an old-line machinery com-
pany that entered the wind turbine
business in 1994, is a modern Spanish
success story.

Its factories in Pamplona and else-
where in Spain have produced wind tur-
bines installed around the world. With
sales of $4.4 billion last year, Gamesa is
the world’s third-largest turbine maker,
after Vestas of Denmark, the longtime
global leader, and G.E. 

With its relatively low Spanish labor
costs, Gamesa became an early favorite
a decade ago when China began buying
significant numbers of imported wind
turbines, as Beijing started moving to-
ward clean energy. Gamesa also moved
early and aggressively to beef up sales
and maintenance organizations within
China, amassing 35 percent of the mar-
ket by 2005.

But Chinese officials had begun to
slip new provisions into the bidding re-
quirements for some state-run wind
farms, requiring more and more of the
content of turbines to be equipment pro-
duced within China — not imported. 

Those piecemeal requirements soon
led to a blanket requirement. On July 4,
2005, China’s top economic policy agen-
cy, the National Development and Re-
form Commission, declared that wind
farms had to buy equipment in which at
least 70 percent of the value was domes-
tically manufactured. 

“Wind farms not meeting the require-
ment of equipment localization rate
shall not be allowed to be built,” stated
the directive, known as Notice 1204.

Trade lawyers say that setting any lo-
cal content requirement — let alone one
stipulating such a high domestic share
— was a violation of the rules of the
World Trade Organization, the interna-
tional body that China had joined just
four years earlier. Joanna I. Lewis, a
Georgetown University professor who
is a longtime adviser to Chinese policy
makers on wind energy, said she and
others had repeatedly warned Beijing
that the local-content policy risked pro-
voking a W.T.O. challenge by other
countries. 

But the Chinese government bet cor-
rectly that Gamesa, as well as G.E. and
other multinationals, would not dare
risk losing a piece of China’s booming
wind farm business by complaining to
trade officials in their home countries. 

Rather than fight, Gamesa and the
other leading multinational wind tur-
bine makers all opted to open factories
in China and train local suppliers to
meet the 70 percent threshold. 

Mr. Calvet said Gamesa would have
opened factories in China at some stage,
regardless of the content policy.

“If you plan to go into a country,” Mr.
Calvet said, “you really need to commit
to a country.” 

Ditlev Engel, the chief executive of
Vestas, said in an interview, “We
strongly believed that for us to be com-
petitive in China, it was very important
for us to develop an Asia supplier base.”

A top executive at a rival of Gamesa
and Vestas, who insisted on anonymity
for fear of business retaliation by Bei-
jing, said that multinationals had an-
other reason for going along with Chi-
na’s dictates: “Everybody was too
scared.”

Local Production
There is a difference between setting

up an assembly plant in a host company
— as many European wind turbine com-
panies, including Gamesa, have done in
the United States, for example — and
ceding the production of crucial parts to
companies in the host country. 

In the United States, where there are
no local-content requirements, the wind
turbine industry uses an average of 50
percent American-made parts. For its
American operations, Gamesa relies
somewhat more than that on American
suppliers, but it still imports some parts
from Spain, including crucial gearbox-
es. 

Within weeks after Beijing’s issuance
of Notice 1204, Gamesa sent dozens of
Spanish engineers to Tianjin. The engi-
neers did not just oversee the construc-
tion of the assembly plant, but fanned
out to local Chinese companies and be-
gan teaching them how to make a multi-
tude of steel forgings and castings, and
a range of complex electronic controls. 

One Chinese supplier here became so

adept at making a 10-ton steel frame
that keeps a wind turbine’s gearbox and
generator aligned even under gale-force
conditions, and making it so cheaply,
that the Spanish company now ships
the Chinese frame halfway around the
world for turbines that Gamesa assem-
bles at its American plant in Fairless
Hills, Pa. Mr. Calvet said the American
manufacturing sector had been so
weakened in recent decades that for
some components there were no Ameri-
can machinery companies readily avail-
able.

It was not until the summer of 2009,
when senior Obama administration offi-
cials started looking at barriers to
American clean energy exports, that
the United States pressed China hard
about Notice 1204. The Chinese govern-
ment revoked it two months later. 

But by then, the policy was no longer
needed. Some Gamesa wind turbines
exceeded 95 percent local content.

“The objectives of the local content
requirement were achieved, and prob-
ably more achieved than anyone ex-
pected,” said Steve Sawyer, the secre-
tary general of the Global Wind Energy
Council, a trade group based in Brussels
that represents wind energy companies
from around the world, including China.

A Battle Takes Shape
China agreed to abide by the W.T.O.’s

trade rules when it joined the organ-
ization in 2001. And Chinese officials,
when willing to comment on such mat-
ters at all, typically defend their actions
as being within the bounds of fair play. 

Li Junfeng, an official at the National
Development and Reform Commission
who oversees renewable energy policy,
defended the local content policy. 

“It was localization support,” Mr. Li
said in an interview. China is a develop-
ing country, he said, and developing

countries need to do what they can to
foster industrial development.

But the Obama administration takes
a different view. It included the local
content rule in the investigation it an-
nounced on Oct. 15, an inquiry into
whether China’s clean energy policies
had violated W.T.O. rules. The investiga-
tion was spurred by the United Steel-
workers union, which has no qualms
about taking on Beijing because it has
no sales contracts at risk in China. 

Zhang Guobao, the director of China’s
National Energy Administration, said at
an Oct. 17 press conference that the
United States was wrong to cite the lo-
cal content rule in its investigation —
because China had already abolished it.

Mr. Zhang did have a point: the W.T.O.’s
main redress for a local content protec-
tion is to push the offending country to
revoke it. 

But the United States investigation of
China goes beyond local content, and
the W.T.O. has other weapons at its dis-
posal.

The trade organization, for example,
has authority to order the repayment of
subsidies a government gives to its ex-
port industries to the detriment of for-
eign competitors. The steelworkers’ pe-
tition cites various forms of subsidies
and support that China has given to its
industries in potential violation of in-
ternational trade rules. That includes
low-interest loans from state-owned
banks and grants of cheap or free land,
as well as other perks not available to
foreign companies operating in China.

As for the state-owned wind farms
that are the main buyers of wind energy
equipment, China has many policies to
preserve their dominance, while lim-
iting market opportunities for foreign
companies that might try to develop
wind farms. 

Those policies — all potential W.T.O.
violations, according to some experts —
are an open secret. 

Earlier this autumn the Chinese wind
turbine maker Ming Yang Wind Power
Group made an initial public offering of
its shares on the New York Stock Ex-
change, as prelude to entering the
American wind energy market. The fi-
nancial disclosures in the company’s
prospectus acknowledged that “we ob-
tained land and other policy incentives
from local governments,” as well as
deals requiring that the municipal gov-
ernments’ wind farms buy turbines
only from Ming Yang. 

China Looks Abroad
Gamesa, among other multinational

turbine makers, so far has benefited
from the growing market in China, de-
spite policies that have increasingly rel-
egated those companies to fighting over
ever-thinner slices of the pie.

But that dynamic could be changing.
The Chinese government is now slow-
ing the approval of new wind farms at
home. The pause, whose duration is un-
clear, is meant to give the national elec-
tricity system time to absorb thousands
of new turbines that have already been
erected and not yet connected to the
grid. 

Gamesa had an ample order book
lined up before the government applied
the brakes. But the government policy
means that the Chinese turbine makers,
having become giants on the backs of
companies like Gamesa, must now look
beyond their captive national market
for further growth. 

Sinovel, China’s biggest wind turbine
maker, has said it wants to become the
world’s largest by 2015. The company’s
chairman and president, Han Junliang,

said in October at the annual China
Wind Power industry conference in Bei-
jing that his goal was to sell as many
turbines overseas as within China. 

Sinovel is among the Chinese compa-
nies now opening sales offices across
the United States in preparation for a
big export push next year. They are
backed by more than $13 billion in low-
interest loans issued this past summer
by Chinese government-owned banks;
billions more are being raised in initial
public offerings led mainly by Morgan
Stanley this autumn in New York and
Hong Kong. 

Multinationals are alarmed. Vestas,
for example, is closing four factories in
Denmark and one in Sweden, and lay-
ing off one-eighth of its 24,000-person la-
bor force this autumn, in an effort to
push its costs down closer to Asian lev-
els, its chief, Mr. Engel, said.

The Chinese push, clouded by the
Obama administration’s investigation of
the steelworkers’ complaint, could com-
plicate the climate change debate in the
West. Wind farm developers in the West
are worried that Western governments
may be less enthusiastic about encour-
aging renewable energy requirements if
these programs are perceived as creat-
ing jobs in China instead of at home.

The provincial government of Ontario
in Canada now wants to take a page
from China’s playbook by trying to re-
quire 25 percent local content for wind
energy projects and 50 percent for solar
power projects in the province. The Jap-
anese government responded by filing a
W.T.O. complaint against Canada in
September, asserting that Ontario was
violating the W.T.O. prohibition on local
content requirements. By contrast, Ja-
pan has never filed a W.T.O. complaint
on any issue against China, for fear of
harming diplomatic relations with its
large neighbor. 

Meanwhile, the Chinese government
is intent on turning its wind energy in-
dustry into the global leader, helping
manufacturers coordinate export strat-
egies and providing various sorts of
technical assistance. 

Mr. Li, the overseer of the Chinese re-
newable energy industry, publicly ex-
horted the leaders of the nation’s big-
gest wind turbine makers at the China
Wind Power conference, a three-day
event that drew hundreds of executives
from around the world.

“You cannot be called a winner if you
are the leader for three or five years,”
Mr. Li told the Chinese executives. “You
can only stand on the top line if you are
the leader for 100 or 200 years.”

The Chinese presidents sat quietly
and respectfully, chins down. Senior ex-
ecutives from the foreign manufactur-
ers — including Vestas, G.E. and Game-
sa — sat alongside them, staring
straight ahead in stony silence.

By Setting the Rules, China Wins the Wind Power Game
From Page A1
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Gamesa’s wind turbine factory in Tianjin, China. The Spanish company, to
win permission to establish itself there, was required to source components
from local suppliers, which the company had to train.

Turbine components from China are
now being shipped by Gamesa to its
customers in other markets.
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Foreign wind turbine makers 
like Gamesa and Vestas have 
lost ground in China to 
domestic companies since 
the government set local 
content rules in 2005.
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Next: How China’s influence is felt in the
American wind industry.

A translation of a document issued
by China’s top economic policy

agency, the National Development and
Reform Commission, declaring that
wind farms had to buy equipment in
which at least 70 percent of the value
was domestically manufactured. 
nytimes.com/businessday
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By LYNNLEY BROWNING

Federal prosecutors on Tues-
day accused a former UBS bank-
er of advising wealthy American
clients to avoid disclosing their
hidden offshore accounts held at
a smaller Swiss bank because
they were unlikely to attract
scrutiny from the United States
tax authorities.

The United States attorney’s
office in Miami accused Renzo
Gadola, the head of RG Invest-
ment Partners, an investment ad-
visory firm in Zurich, of conspir-
acy to defraud the United States
by helping wealthy Americans

evade taxes from 2000 through
this month.

Mr. Gadola, a Swiss citizen,
was employed by UBS from 1995
to 2008, when he left to form RG
Investment Partners. He was ar-
rested on Nov. 8 and was to ap-
pear in Federal District Court in
Miami on Tuesday.

Prosecutors also said that an
unidentified co-conspirator, who
was a former senior UBS private
banking executive, had worked
as Mr. Gadola’s partner to help
wealthy Americans evade taxes
through Basler Kantonalbank, a
Swiss cantonal bank in Basel. 

The co-conspirator, a Swiss cit-
izen, oversaw hundreds of Ameri-
can clients. When he left in 2003
to set up an independent invest-
ment firm in Switzerland, he took
about 150 UBS clients with him,
prosecutors said.

The accusation, which was
filed as a criminal information,
underscores how Swiss bank se-
crecy continues to flourish de-
spite the recent United States
crackdown on UBS, Switzer-
land’s largest bank, in connection
with offshore private banking
services that enabled wealthy
Americans to evade taxes.

In particular, the charge sheds
new light on how Swiss bankers
continued to sell tax-evasion
services even while American au-
thorities turned up the heat on
UBS. The nearly four-year scru-
tiny of UBS, which ended last
month, led many larger Swiss
banks to alter or discontinue
their offshore services. In the
wake of the UBS investigation,
the I.R.S. said it was increasing
its scrutiny of other banks. 

According to the criminal in-
formation, a wealthy client from
Mississippi told the unidentified
Swiss banker in September 2009

that he wanted to participate in a
voluntary disclosure program
from the I.R.S. that allowed tax-
payers to come forward and re-
port their secret offshore ac-
counts in exchange for lesser
penalties. The client had inher-
ited $400,000 in cash and stored it
in a box in Mississippi before
putting it in UBS and later Basler
Kantonalbank.

But the Swiss banker told the
client that his Basler account was
too small to bother disclosing and
that doing so “would bring trou-
ble for both of them.” When the
client pressed further, the Swiss

banker suggested that he falsify
banking records to make the
money look like a loan.

Last month, Mr. Gadola told
the client that he and his partner,
the unidentified co-conspirator,
had withdrawn the client’s
money from Basler and were
keeping it in cash in their shared
offices. “There is no paper trail,”
Mr. Gadola told the client, ac-
cording to the document. 

That Mr. Gadola was charged
in a criminal information and not
indicted suggests that he may be
cooperating with American in-
vestigators.

Ex-UBS Banker Is Accused of Advising Americans to Evade Taxes at a Small Swiss Bank

someone else would have done it,” said
Jorge Calvet, Gamesa’s chairman and
chief executive.

Gamesa, an old-line machinery com-
pany that entered the wind turbine
business in 1994, is a modern Spanish
success story.

Its factories in Pamplona and else-
where in Spain have produced wind tur-
bines installed around the world. With
sales of $4.4 billion last year, Gamesa is
the world’s third-largest turbine maker,
after Vestas of Denmark, the longtime
global leader, and G.E. 

With its relatively low Spanish labor
costs, Gamesa became an early favorite
a decade ago when China began buying
significant numbers of imported wind
turbines, as Beijing started moving to-
ward clean energy. Gamesa also moved
early and aggressively to beef up sales
and maintenance organizations within
China, amassing 35 percent of the mar-
ket by 2005.

But Chinese officials had begun to
slip new provisions into the bidding re-
quirements for some state-run wind
farms, requiring more and more of the
content of turbines to be equipment pro-
duced within China — not imported. 

Those piecemeal requirements soon
led to a blanket requirement. On July 4,
2005, China’s top economic policy agen-
cy, the National Development and Re-
form Commission, declared that wind
farms had to buy equipment in which at
least 70 percent of the value was domes-
tically manufactured. 

“Wind farms not meeting the require-
ment of equipment localization rate
shall not be allowed to be built,” stated
the directive, known as Notice 1204.

Trade lawyers say that setting any lo-
cal content requirement — let alone one
stipulating such a high domestic share
— was a violation of the rules of the
World Trade Organization, the interna-
tional body that China had joined just
four years earlier. Joanna I. Lewis, a
Georgetown University professor who
is a longtime adviser to Chinese policy
makers on wind energy, said she and
others had repeatedly warned Beijing
that the local-content policy risked pro-
voking a W.T.O. challenge by other
countries. 

But the Chinese government bet cor-
rectly that Gamesa, as well as G.E. and
other multinationals, would not dare
risk losing a piece of China’s booming
wind farm business by complaining to
trade officials in their home countries. 

Rather than fight, Gamesa and the
other leading multinational wind tur-
bine makers all opted to open factories
in China and train local suppliers to
meet the 70 percent threshold. 

Mr. Calvet said Gamesa would have
opened factories in China at some stage,
regardless of the content policy.

“If you plan to go into a country,” Mr.
Calvet said, “you really need to commit
to a country.” 

Ditlev Engel, the chief executive of
Vestas, said in an interview, “We
strongly believed that for us to be com-
petitive in China, it was very important
for us to develop an Asia supplier base.”

A top executive at a rival of Gamesa
and Vestas, who insisted on anonymity
for fear of business retaliation by Bei-
jing, said that multinationals had an-
other reason for going along with Chi-
na’s dictates: “Everybody was too
scared.”

Local Production
There is a difference between setting

up an assembly plant in a host company
— as many European wind turbine com-
panies, including Gamesa, have done in
the United States, for example — and
ceding the production of crucial parts to
companies in the host country. 

In the United States, where there are
no local-content requirements, the wind
turbine industry uses an average of 50
percent American-made parts. For its
American operations, Gamesa relies
somewhat more than that on American
suppliers, but it still imports some parts
from Spain, including crucial gearbox-
es. 

Within weeks after Beijing’s issuance
of Notice 1204, Gamesa sent dozens of
Spanish engineers to Tianjin. The engi-
neers did not just oversee the construc-
tion of the assembly plant, but fanned
out to local Chinese companies and be-
gan teaching them how to make a multi-
tude of steel forgings and castings, and
a range of complex electronic controls. 

One Chinese supplier here became so

adept at making a 10-ton steel frame
that keeps a wind turbine’s gearbox and
generator aligned even under gale-force
conditions, and making it so cheaply,
that the Spanish company now ships
the Chinese frame halfway around the
world for turbines that Gamesa assem-
bles at its American plant in Fairless
Hills, Pa. Mr. Calvet said the American
manufacturing sector had been so
weakened in recent decades that for
some components there were no Ameri-
can machinery companies readily avail-
able.

It was not until the summer of 2009,
when senior Obama administration offi-
cials started looking at barriers to
American clean energy exports, that
the United States pressed China hard
about Notice 1204. The Chinese govern-
ment revoked it two months later. 

But by then, the policy was no longer
needed. Some Gamesa wind turbines
exceeded 95 percent local content.

“The objectives of the local content
requirement were achieved, and prob-
ably more achieved than anyone ex-
pected,” said Steve Sawyer, the secre-
tary general of the Global Wind Energy
Council, a trade group based in Brussels
that represents wind energy companies
from around the world, including China.

A Battle Takes Shape
China agreed to abide by the W.T.O.’s

trade rules when it joined the organ-
ization in 2001. And Chinese officials,
when willing to comment on such mat-
ters at all, typically defend their actions
as being within the bounds of fair play. 

Li Junfeng, an official at the National
Development and Reform Commission
who oversees renewable energy policy,
defended the local content policy. 

“It was localization support,” Mr. Li
said in an interview. China is a develop-
ing country, he said, and developing

countries need to do what they can to
foster industrial development.

But the Obama administration takes
a different view. It included the local
content rule in the investigation it an-
nounced on Oct. 15, an inquiry into
whether China’s clean energy policies
had violated W.T.O. rules. The investiga-
tion was spurred by the United Steel-
workers union, which has no qualms
about taking on Beijing because it has
no sales contracts at risk in China. 

Zhang Guobao, the director of China’s
National Energy Administration, said at
an Oct. 17 press conference that the
United States was wrong to cite the lo-
cal content rule in its investigation —
because China had already abolished it.

Mr. Zhang did have a point: the W.T.O.’s
main redress for a local content protec-
tion is to push the offending country to
revoke it. 

But the United States investigation of
China goes beyond local content, and
the W.T.O. has other weapons at its dis-
posal.

The trade organization, for example,
has authority to order the repayment of
subsidies a government gives to its ex-
port industries to the detriment of for-
eign competitors. The steelworkers’ pe-
tition cites various forms of subsidies
and support that China has given to its
industries in potential violation of in-
ternational trade rules. That includes
low-interest loans from state-owned
banks and grants of cheap or free land,
as well as other perks not available to
foreign companies operating in China.

As for the state-owned wind farms
that are the main buyers of wind energy
equipment, China has many policies to
preserve their dominance, while lim-
iting market opportunities for foreign
companies that might try to develop
wind farms. 

Those policies — all potential W.T.O.
violations, according to some experts —
are an open secret. 

Earlier this autumn the Chinese wind
turbine maker Ming Yang Wind Power
Group made an initial public offering of
its shares on the New York Stock Ex-
change, as prelude to entering the
American wind energy market. The fi-
nancial disclosures in the company’s
prospectus acknowledged that “we ob-
tained land and other policy incentives
from local governments,” as well as
deals requiring that the municipal gov-
ernments’ wind farms buy turbines
only from Ming Yang. 

China Looks Abroad
Gamesa, among other multinational

turbine makers, so far has benefited
from the growing market in China, de-
spite policies that have increasingly rel-
egated those companies to fighting over
ever-thinner slices of the pie.

But that dynamic could be changing.
The Chinese government is now slow-
ing the approval of new wind farms at
home. The pause, whose duration is un-
clear, is meant to give the national elec-
tricity system time to absorb thousands
of new turbines that have already been
erected and not yet connected to the
grid. 

Gamesa had an ample order book
lined up before the government applied
the brakes. But the government policy
means that the Chinese turbine makers,
having become giants on the backs of
companies like Gamesa, must now look
beyond their captive national market
for further growth. 

Sinovel, China’s biggest wind turbine
maker, has said it wants to become the
world’s largest by 2015. The company’s
chairman and president, Han Junliang,

said in October at the annual China
Wind Power industry conference in Bei-
jing that his goal was to sell as many
turbines overseas as within China. 

Sinovel is among the Chinese compa-
nies now opening sales offices across
the United States in preparation for a
big export push next year. They are
backed by more than $13 billion in low-
interest loans issued this past summer
by Chinese government-owned banks;
billions more are being raised in initial
public offerings led mainly by Morgan
Stanley this autumn in New York and
Hong Kong. 

Multinationals are alarmed. Vestas,
for example, is closing four factories in
Denmark and one in Sweden, and lay-
ing off one-eighth of its 24,000-person la-
bor force this autumn, in an effort to
push its costs down closer to Asian lev-
els, its chief, Mr. Engel, said.

The Chinese push, clouded by the
Obama administration’s investigation of
the steelworkers’ complaint, could com-
plicate the climate change debate in the
West. Wind farm developers in the West
are worried that Western governments
may be less enthusiastic about encour-
aging renewable energy requirements if
these programs are perceived as creat-
ing jobs in China instead of at home.

The provincial government of Ontario
in Canada now wants to take a page
from China’s playbook by trying to re-
quire 25 percent local content for wind
energy projects and 50 percent for solar
power projects in the province. The Jap-
anese government responded by filing a
W.T.O. complaint against Canada in
September, asserting that Ontario was
violating the W.T.O. prohibition on local
content requirements. By contrast, Ja-
pan has never filed a W.T.O. complaint
on any issue against China, for fear of
harming diplomatic relations with its
large neighbor. 

Meanwhile, the Chinese government
is intent on turning its wind energy in-
dustry into the global leader, helping
manufacturers coordinate export strat-
egies and providing various sorts of
technical assistance. 

Mr. Li, the overseer of the Chinese re-
newable energy industry, publicly ex-
horted the leaders of the nation’s big-
gest wind turbine makers at the China
Wind Power conference, a three-day
event that drew hundreds of executives
from around the world.

“You cannot be called a winner if you
are the leader for three or five years,”
Mr. Li told the Chinese executives. “You
can only stand on the top line if you are
the leader for 100 or 200 years.”

The Chinese presidents sat quietly
and respectfully, chins down. Senior ex-
ecutives from the foreign manufactur-
ers — including Vestas, G.E. and Game-
sa — sat alongside them, staring
straight ahead in stony silence.

By Setting the Rules, China Wins the Wind Power Game
From Page A1

PHOTOGRAPHS BY DOUG KANTER FOR THE NEW YORK TIMES

Gamesa’s wind turbine factory in Tianjin, China. The Spanish company, to
win permission to establish itself there, was required to source components
from local suppliers, which the company had to train.

Turbine components from China are
now being shipped by Gamesa to its
customers in other markets.
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Foreign wind turbine makers 
like Gamesa and Vestas have 
lost ground in China to 
domestic companies since 
the government set local 
content rules in 2005.
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Next: How China’s influence is felt in the
American wind industry.

A translation of a document issued
by China’s top economic policy

agency, the National Development and
Reform Commission, declaring that
wind farms had to buy equipment in
which at least 70 percent of the value
was domestically manufactured. 
nytimes.com/businessday
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Federal prosecutors on Tues-
day accused a former UBS bank-
er of advising wealthy American
clients to avoid disclosing their
hidden offshore accounts held at
a smaller Swiss bank because
they were unlikely to attract
scrutiny from the United States
tax authorities.

The United States attorney’s
office in Miami accused Renzo
Gadola, the head of RG Invest-
ment Partners, an investment ad-
visory firm in Zurich, of conspir-
acy to defraud the United States
by helping wealthy Americans

evade taxes from 2000 through
this month.

Mr. Gadola, a Swiss citizen,
was employed by UBS from 1995
to 2008, when he left to form RG
Investment Partners. He was ar-
rested on Nov. 8 and was to ap-
pear in Federal District Court in
Miami on Tuesday.

Prosecutors also said that an
unidentified co-conspirator, who
was a former senior UBS private
banking executive, had worked
as Mr. Gadola’s partner to help
wealthy Americans evade taxes
through Basler Kantonalbank, a
Swiss cantonal bank in Basel. 

The co-conspirator, a Swiss cit-
izen, oversaw hundreds of Ameri-
can clients. When he left in 2003
to set up an independent invest-
ment firm in Switzerland, he took
about 150 UBS clients with him,
prosecutors said.

The accusation, which was
filed as a criminal information,
underscores how Swiss bank se-
crecy continues to flourish de-
spite the recent United States
crackdown on UBS, Switzer-
land’s largest bank, in connection
with offshore private banking
services that enabled wealthy
Americans to evade taxes.

In particular, the charge sheds
new light on how Swiss bankers
continued to sell tax-evasion
services even while American au-
thorities turned up the heat on
UBS. The nearly four-year scru-
tiny of UBS, which ended last
month, led many larger Swiss
banks to alter or discontinue
their offshore services. In the
wake of the UBS investigation,
the I.R.S. said it was increasing
its scrutiny of other banks. 

According to the criminal in-
formation, a wealthy client from
Mississippi told the unidentified
Swiss banker in September 2009

that he wanted to participate in a
voluntary disclosure program
from the I.R.S. that allowed tax-
payers to come forward and re-
port their secret offshore ac-
counts in exchange for lesser
penalties. The client had inher-
ited $400,000 in cash and stored it
in a box in Mississippi before
putting it in UBS and later Basler
Kantonalbank.

But the Swiss banker told the
client that his Basler account was
too small to bother disclosing and
that doing so “would bring trou-
ble for both of them.” When the
client pressed further, the Swiss

banker suggested that he falsify
banking records to make the
money look like a loan.

Last month, Mr. Gadola told
the client that he and his partner,
the unidentified co-conspirator,
had withdrawn the client’s
money from Basler and were
keeping it in cash in their shared
offices. “There is no paper trail,”
Mr. Gadola told the client, ac-
cording to the document. 

That Mr. Gadola was charged
in a criminal information and not
indicted suggests that he may be
cooperating with American in-
vestigators.

Ex-UBS Banker Is Accused of Advising Americans to Evade Taxes at a Small Swiss Bank

someone else would have done it,” said
Jorge Calvet, Gamesa’s chairman and
chief executive.

Gamesa, an old-line machinery com-
pany that entered the wind turbine
business in 1994, is a modern Spanish
success story.

Its factories in Pamplona and else-
where in Spain have produced wind tur-
bines installed around the world. With
sales of $4.4 billion last year, Gamesa is
the world’s third-largest turbine maker,
after Vestas of Denmark, the longtime
global leader, and G.E. 

With its relatively low Spanish labor
costs, Gamesa became an early favorite
a decade ago when China began buying
significant numbers of imported wind
turbines, as Beijing started moving to-
ward clean energy. Gamesa also moved
early and aggressively to beef up sales
and maintenance organizations within
China, amassing 35 percent of the mar-
ket by 2005.

But Chinese officials had begun to
slip new provisions into the bidding re-
quirements for some state-run wind
farms, requiring more and more of the
content of turbines to be equipment pro-
duced within China — not imported. 

Those piecemeal requirements soon
led to a blanket requirement. On July 4,
2005, China’s top economic policy agen-
cy, the National Development and Re-
form Commission, declared that wind
farms had to buy equipment in which at
least 70 percent of the value was domes-
tically manufactured. 

“Wind farms not meeting the require-
ment of equipment localization rate
shall not be allowed to be built,” stated
the directive, known as Notice 1204.

Trade lawyers say that setting any lo-
cal content requirement — let alone one
stipulating such a high domestic share
— was a violation of the rules of the
World Trade Organization, the interna-
tional body that China had joined just
four years earlier. Joanna I. Lewis, a
Georgetown University professor who
is a longtime adviser to Chinese policy
makers on wind energy, said she and
others had repeatedly warned Beijing
that the local-content policy risked pro-
voking a W.T.O. challenge by other
countries. 

But the Chinese government bet cor-
rectly that Gamesa, as well as G.E. and
other multinationals, would not dare
risk losing a piece of China’s booming
wind farm business by complaining to
trade officials in their home countries. 

Rather than fight, Gamesa and the
other leading multinational wind tur-
bine makers all opted to open factories
in China and train local suppliers to
meet the 70 percent threshold. 

Mr. Calvet said Gamesa would have
opened factories in China at some stage,
regardless of the content policy.

“If you plan to go into a country,” Mr.
Calvet said, “you really need to commit
to a country.” 

Ditlev Engel, the chief executive of
Vestas, said in an interview, “We
strongly believed that for us to be com-
petitive in China, it was very important
for us to develop an Asia supplier base.”

A top executive at a rival of Gamesa
and Vestas, who insisted on anonymity
for fear of business retaliation by Bei-
jing, said that multinationals had an-
other reason for going along with Chi-
na’s dictates: “Everybody was too
scared.”

Local Production
There is a difference between setting

up an assembly plant in a host company
— as many European wind turbine com-
panies, including Gamesa, have done in
the United States, for example — and
ceding the production of crucial parts to
companies in the host country. 

In the United States, where there are
no local-content requirements, the wind
turbine industry uses an average of 50
percent American-made parts. For its
American operations, Gamesa relies
somewhat more than that on American
suppliers, but it still imports some parts
from Spain, including crucial gearbox-
es. 

Within weeks after Beijing’s issuance
of Notice 1204, Gamesa sent dozens of
Spanish engineers to Tianjin. The engi-
neers did not just oversee the construc-
tion of the assembly plant, but fanned
out to local Chinese companies and be-
gan teaching them how to make a multi-
tude of steel forgings and castings, and
a range of complex electronic controls. 

One Chinese supplier here became so

adept at making a 10-ton steel frame
that keeps a wind turbine’s gearbox and
generator aligned even under gale-force
conditions, and making it so cheaply,
that the Spanish company now ships
the Chinese frame halfway around the
world for turbines that Gamesa assem-
bles at its American plant in Fairless
Hills, Pa. Mr. Calvet said the American
manufacturing sector had been so
weakened in recent decades that for
some components there were no Ameri-
can machinery companies readily avail-
able.

It was not until the summer of 2009,
when senior Obama administration offi-
cials started looking at barriers to
American clean energy exports, that
the United States pressed China hard
about Notice 1204. The Chinese govern-
ment revoked it two months later. 

But by then, the policy was no longer
needed. Some Gamesa wind turbines
exceeded 95 percent local content.

“The objectives of the local content
requirement were achieved, and prob-
ably more achieved than anyone ex-
pected,” said Steve Sawyer, the secre-
tary general of the Global Wind Energy
Council, a trade group based in Brussels
that represents wind energy companies
from around the world, including China.

A Battle Takes Shape
China agreed to abide by the W.T.O.’s

trade rules when it joined the organ-
ization in 2001. And Chinese officials,
when willing to comment on such mat-
ters at all, typically defend their actions
as being within the bounds of fair play. 

Li Junfeng, an official at the National
Development and Reform Commission
who oversees renewable energy policy,
defended the local content policy. 

“It was localization support,” Mr. Li
said in an interview. China is a develop-
ing country, he said, and developing

countries need to do what they can to
foster industrial development.

But the Obama administration takes
a different view. It included the local
content rule in the investigation it an-
nounced on Oct. 15, an inquiry into
whether China’s clean energy policies
had violated W.T.O. rules. The investiga-
tion was spurred by the United Steel-
workers union, which has no qualms
about taking on Beijing because it has
no sales contracts at risk in China. 

Zhang Guobao, the director of China’s
National Energy Administration, said at
an Oct. 17 press conference that the
United States was wrong to cite the lo-
cal content rule in its investigation —
because China had already abolished it.

Mr. Zhang did have a point: the W.T.O.’s
main redress for a local content protec-
tion is to push the offending country to
revoke it. 

But the United States investigation of
China goes beyond local content, and
the W.T.O. has other weapons at its dis-
posal.

The trade organization, for example,
has authority to order the repayment of
subsidies a government gives to its ex-
port industries to the detriment of for-
eign competitors. The steelworkers’ pe-
tition cites various forms of subsidies
and support that China has given to its
industries in potential violation of in-
ternational trade rules. That includes
low-interest loans from state-owned
banks and grants of cheap or free land,
as well as other perks not available to
foreign companies operating in China.

As for the state-owned wind farms
that are the main buyers of wind energy
equipment, China has many policies to
preserve their dominance, while lim-
iting market opportunities for foreign
companies that might try to develop
wind farms. 

Those policies — all potential W.T.O.
violations, according to some experts —
are an open secret. 

Earlier this autumn the Chinese wind
turbine maker Ming Yang Wind Power
Group made an initial public offering of
its shares on the New York Stock Ex-
change, as prelude to entering the
American wind energy market. The fi-
nancial disclosures in the company’s
prospectus acknowledged that “we ob-
tained land and other policy incentives
from local governments,” as well as
deals requiring that the municipal gov-
ernments’ wind farms buy turbines
only from Ming Yang. 

China Looks Abroad
Gamesa, among other multinational

turbine makers, so far has benefited
from the growing market in China, de-
spite policies that have increasingly rel-
egated those companies to fighting over
ever-thinner slices of the pie.

But that dynamic could be changing.
The Chinese government is now slow-
ing the approval of new wind farms at
home. The pause, whose duration is un-
clear, is meant to give the national elec-
tricity system time to absorb thousands
of new turbines that have already been
erected and not yet connected to the
grid. 

Gamesa had an ample order book
lined up before the government applied
the brakes. But the government policy
means that the Chinese turbine makers,
having become giants on the backs of
companies like Gamesa, must now look
beyond their captive national market
for further growth. 

Sinovel, China’s biggest wind turbine
maker, has said it wants to become the
world’s largest by 2015. The company’s
chairman and president, Han Junliang,

said in October at the annual China
Wind Power industry conference in Bei-
jing that his goal was to sell as many
turbines overseas as within China. 

Sinovel is among the Chinese compa-
nies now opening sales offices across
the United States in preparation for a
big export push next year. They are
backed by more than $13 billion in low-
interest loans issued this past summer
by Chinese government-owned banks;
billions more are being raised in initial
public offerings led mainly by Morgan
Stanley this autumn in New York and
Hong Kong. 

Multinationals are alarmed. Vestas,
for example, is closing four factories in
Denmark and one in Sweden, and lay-
ing off one-eighth of its 24,000-person la-
bor force this autumn, in an effort to
push its costs down closer to Asian lev-
els, its chief, Mr. Engel, said.

The Chinese push, clouded by the
Obama administration’s investigation of
the steelworkers’ complaint, could com-
plicate the climate change debate in the
West. Wind farm developers in the West
are worried that Western governments
may be less enthusiastic about encour-
aging renewable energy requirements if
these programs are perceived as creat-
ing jobs in China instead of at home.

The provincial government of Ontario
in Canada now wants to take a page
from China’s playbook by trying to re-
quire 25 percent local content for wind
energy projects and 50 percent for solar
power projects in the province. The Jap-
anese government responded by filing a
W.T.O. complaint against Canada in
September, asserting that Ontario was
violating the W.T.O. prohibition on local
content requirements. By contrast, Ja-
pan has never filed a W.T.O. complaint
on any issue against China, for fear of
harming diplomatic relations with its
large neighbor. 

Meanwhile, the Chinese government
is intent on turning its wind energy in-
dustry into the global leader, helping
manufacturers coordinate export strat-
egies and providing various sorts of
technical assistance. 

Mr. Li, the overseer of the Chinese re-
newable energy industry, publicly ex-
horted the leaders of the nation’s big-
gest wind turbine makers at the China
Wind Power conference, a three-day
event that drew hundreds of executives
from around the world.

“You cannot be called a winner if you
are the leader for three or five years,”
Mr. Li told the Chinese executives. “You
can only stand on the top line if you are
the leader for 100 or 200 years.”

The Chinese presidents sat quietly
and respectfully, chins down. Senior ex-
ecutives from the foreign manufactur-
ers — including Vestas, G.E. and Game-
sa — sat alongside them, staring
straight ahead in stony silence.

By Setting the Rules, China Wins the Wind Power Game
From Page A1
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Gamesa’s wind turbine factory in Tianjin, China. The Spanish company, to
win permission to establish itself there, was required to source components
from local suppliers, which the company had to train.

Turbine components from China are
now being shipped by Gamesa to its
customers in other markets.
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WIND TURBINES IN CHINA
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Foreign wind turbine makers 
like Gamesa and Vestas have 
lost ground in China to 
domestic companies since 
the government set local 
content rules in 2005.
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Next: How China’s influence is felt in the
American wind industry.

A translation of a document issued
by China’s top economic policy

agency, the National Development and
Reform Commission, declaring that
wind farms had to buy equipment in
which at least 70 percent of the value
was domestically manufactured. 
nytimes.com/businessday
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By LYNNLEY BROWNING

Federal prosecutors on Tues-
day accused a former UBS bank-
er of advising wealthy American
clients to avoid disclosing their
hidden offshore accounts held at
a smaller Swiss bank because
they were unlikely to attract
scrutiny from the United States
tax authorities.

The United States attorney’s
office in Miami accused Renzo
Gadola, the head of RG Invest-
ment Partners, an investment ad-
visory firm in Zurich, of conspir-
acy to defraud the United States
by helping wealthy Americans

evade taxes from 2000 through
this month.

Mr. Gadola, a Swiss citizen,
was employed by UBS from 1995
to 2008, when he left to form RG
Investment Partners. He was ar-
rested on Nov. 8 and was to ap-
pear in Federal District Court in
Miami on Tuesday.

Prosecutors also said that an
unidentified co-conspirator, who
was a former senior UBS private
banking executive, had worked
as Mr. Gadola’s partner to help
wealthy Americans evade taxes
through Basler Kantonalbank, a
Swiss cantonal bank in Basel. 

The co-conspirator, a Swiss cit-
izen, oversaw hundreds of Ameri-
can clients. When he left in 2003
to set up an independent invest-
ment firm in Switzerland, he took
about 150 UBS clients with him,
prosecutors said.

The accusation, which was
filed as a criminal information,
underscores how Swiss bank se-
crecy continues to flourish de-
spite the recent United States
crackdown on UBS, Switzer-
land’s largest bank, in connection
with offshore private banking
services that enabled wealthy
Americans to evade taxes.

In particular, the charge sheds
new light on how Swiss bankers
continued to sell tax-evasion
services even while American au-
thorities turned up the heat on
UBS. The nearly four-year scru-
tiny of UBS, which ended last
month, led many larger Swiss
banks to alter or discontinue
their offshore services. In the
wake of the UBS investigation,
the I.R.S. said it was increasing
its scrutiny of other banks. 

According to the criminal in-
formation, a wealthy client from
Mississippi told the unidentified
Swiss banker in September 2009

that he wanted to participate in a
voluntary disclosure program
from the I.R.S. that allowed tax-
payers to come forward and re-
port their secret offshore ac-
counts in exchange for lesser
penalties. The client had inher-
ited $400,000 in cash and stored it
in a box in Mississippi before
putting it in UBS and later Basler
Kantonalbank.

But the Swiss banker told the
client that his Basler account was
too small to bother disclosing and
that doing so “would bring trou-
ble for both of them.” When the
client pressed further, the Swiss

banker suggested that he falsify
banking records to make the
money look like a loan.

Last month, Mr. Gadola told
the client that he and his partner,
the unidentified co-conspirator,
had withdrawn the client’s
money from Basler and were
keeping it in cash in their shared
offices. “There is no paper trail,”
Mr. Gadola told the client, ac-
cording to the document. 

That Mr. Gadola was charged
in a criminal information and not
indicted suggests that he may be
cooperating with American in-
vestigators.

Ex-UBS Banker Is Accused of Advising Americans to Evade Taxes at a Small Swiss Bank

someone else would have done it,” said
Jorge Calvet, Gamesa’s chairman and
chief executive.

Gamesa, an old-line machinery com-
pany that entered the wind turbine
business in 1994, is a modern Spanish
success story.

Its factories in Pamplona and else-
where in Spain have produced wind tur-
bines installed around the world. With
sales of $4.4 billion last year, Gamesa is
the world’s third-largest turbine maker,
after Vestas of Denmark, the longtime
global leader, and G.E. 

With its relatively low Spanish labor
costs, Gamesa became an early favorite
a decade ago when China began buying
significant numbers of imported wind
turbines, as Beijing started moving to-
ward clean energy. Gamesa also moved
early and aggressively to beef up sales
and maintenance organizations within
China, amassing 35 percent of the mar-
ket by 2005.

But Chinese officials had begun to
slip new provisions into the bidding re-
quirements for some state-run wind
farms, requiring more and more of the
content of turbines to be equipment pro-
duced within China — not imported. 

Those piecemeal requirements soon
led to a blanket requirement. On July 4,
2005, China’s top economic policy agen-
cy, the National Development and Re-
form Commission, declared that wind
farms had to buy equipment in which at
least 70 percent of the value was domes-
tically manufactured. 

“Wind farms not meeting the require-
ment of equipment localization rate
shall not be allowed to be built,” stated
the directive, known as Notice 1204.

Trade lawyers say that setting any lo-
cal content requirement — let alone one
stipulating such a high domestic share
— was a violation of the rules of the
World Trade Organization, the interna-
tional body that China had joined just
four years earlier. Joanna I. Lewis, a
Georgetown University professor who
is a longtime adviser to Chinese policy
makers on wind energy, said she and
others had repeatedly warned Beijing
that the local-content policy risked pro-
voking a W.T.O. challenge by other
countries. 

But the Chinese government bet cor-
rectly that Gamesa, as well as G.E. and
other multinationals, would not dare
risk losing a piece of China’s booming
wind farm business by complaining to
trade officials in their home countries. 

Rather than fight, Gamesa and the
other leading multinational wind tur-
bine makers all opted to open factories
in China and train local suppliers to
meet the 70 percent threshold. 

Mr. Calvet said Gamesa would have
opened factories in China at some stage,
regardless of the content policy.

“If you plan to go into a country,” Mr.
Calvet said, “you really need to commit
to a country.” 

Ditlev Engel, the chief executive of
Vestas, said in an interview, “We
strongly believed that for us to be com-
petitive in China, it was very important
for us to develop an Asia supplier base.”

A top executive at a rival of Gamesa
and Vestas, who insisted on anonymity
for fear of business retaliation by Bei-
jing, said that multinationals had an-
other reason for going along with Chi-
na’s dictates: “Everybody was too
scared.”

Local Production
There is a difference between setting

up an assembly plant in a host company
— as many European wind turbine com-
panies, including Gamesa, have done in
the United States, for example — and
ceding the production of crucial parts to
companies in the host country. 

In the United States, where there are
no local-content requirements, the wind
turbine industry uses an average of 50
percent American-made parts. For its
American operations, Gamesa relies
somewhat more than that on American
suppliers, but it still imports some parts
from Spain, including crucial gearbox-
es. 

Within weeks after Beijing’s issuance
of Notice 1204, Gamesa sent dozens of
Spanish engineers to Tianjin. The engi-
neers did not just oversee the construc-
tion of the assembly plant, but fanned
out to local Chinese companies and be-
gan teaching them how to make a multi-
tude of steel forgings and castings, and
a range of complex electronic controls. 

One Chinese supplier here became so

adept at making a 10-ton steel frame
that keeps a wind turbine’s gearbox and
generator aligned even under gale-force
conditions, and making it so cheaply,
that the Spanish company now ships
the Chinese frame halfway around the
world for turbines that Gamesa assem-
bles at its American plant in Fairless
Hills, Pa. Mr. Calvet said the American
manufacturing sector had been so
weakened in recent decades that for
some components there were no Ameri-
can machinery companies readily avail-
able.

It was not until the summer of 2009,
when senior Obama administration offi-
cials started looking at barriers to
American clean energy exports, that
the United States pressed China hard
about Notice 1204. The Chinese govern-
ment revoked it two months later. 

But by then, the policy was no longer
needed. Some Gamesa wind turbines
exceeded 95 percent local content.

“The objectives of the local content
requirement were achieved, and prob-
ably more achieved than anyone ex-
pected,” said Steve Sawyer, the secre-
tary general of the Global Wind Energy
Council, a trade group based in Brussels
that represents wind energy companies
from around the world, including China.

A Battle Takes Shape
China agreed to abide by the W.T.O.’s

trade rules when it joined the organ-
ization in 2001. And Chinese officials,
when willing to comment on such mat-
ters at all, typically defend their actions
as being within the bounds of fair play. 

Li Junfeng, an official at the National
Development and Reform Commission
who oversees renewable energy policy,
defended the local content policy. 

“It was localization support,” Mr. Li
said in an interview. China is a develop-
ing country, he said, and developing

countries need to do what they can to
foster industrial development.

But the Obama administration takes
a different view. It included the local
content rule in the investigation it an-
nounced on Oct. 15, an inquiry into
whether China’s clean energy policies
had violated W.T.O. rules. The investiga-
tion was spurred by the United Steel-
workers union, which has no qualms
about taking on Beijing because it has
no sales contracts at risk in China. 

Zhang Guobao, the director of China’s
National Energy Administration, said at
an Oct. 17 press conference that the
United States was wrong to cite the lo-
cal content rule in its investigation —
because China had already abolished it.

Mr. Zhang did have a point: the W.T.O.’s
main redress for a local content protec-
tion is to push the offending country to
revoke it. 

But the United States investigation of
China goes beyond local content, and
the W.T.O. has other weapons at its dis-
posal.

The trade organization, for example,
has authority to order the repayment of
subsidies a government gives to its ex-
port industries to the detriment of for-
eign competitors. The steelworkers’ pe-
tition cites various forms of subsidies
and support that China has given to its
industries in potential violation of in-
ternational trade rules. That includes
low-interest loans from state-owned
banks and grants of cheap or free land,
as well as other perks not available to
foreign companies operating in China.

As for the state-owned wind farms
that are the main buyers of wind energy
equipment, China has many policies to
preserve their dominance, while lim-
iting market opportunities for foreign
companies that might try to develop
wind farms. 

Those policies — all potential W.T.O.
violations, according to some experts —
are an open secret. 

Earlier this autumn the Chinese wind
turbine maker Ming Yang Wind Power
Group made an initial public offering of
its shares on the New York Stock Ex-
change, as prelude to entering the
American wind energy market. The fi-
nancial disclosures in the company’s
prospectus acknowledged that “we ob-
tained land and other policy incentives
from local governments,” as well as
deals requiring that the municipal gov-
ernments’ wind farms buy turbines
only from Ming Yang. 

China Looks Abroad
Gamesa, among other multinational

turbine makers, so far has benefited
from the growing market in China, de-
spite policies that have increasingly rel-
egated those companies to fighting over
ever-thinner slices of the pie.

But that dynamic could be changing.
The Chinese government is now slow-
ing the approval of new wind farms at
home. The pause, whose duration is un-
clear, is meant to give the national elec-
tricity system time to absorb thousands
of new turbines that have already been
erected and not yet connected to the
grid. 

Gamesa had an ample order book
lined up before the government applied
the brakes. But the government policy
means that the Chinese turbine makers,
having become giants on the backs of
companies like Gamesa, must now look
beyond their captive national market
for further growth. 

Sinovel, China’s biggest wind turbine
maker, has said it wants to become the
world’s largest by 2015. The company’s
chairman and president, Han Junliang,

said in October at the annual China
Wind Power industry conference in Bei-
jing that his goal was to sell as many
turbines overseas as within China. 

Sinovel is among the Chinese compa-
nies now opening sales offices across
the United States in preparation for a
big export push next year. They are
backed by more than $13 billion in low-
interest loans issued this past summer
by Chinese government-owned banks;
billions more are being raised in initial
public offerings led mainly by Morgan
Stanley this autumn in New York and
Hong Kong. 

Multinationals are alarmed. Vestas,
for example, is closing four factories in
Denmark and one in Sweden, and lay-
ing off one-eighth of its 24,000-person la-
bor force this autumn, in an effort to
push its costs down closer to Asian lev-
els, its chief, Mr. Engel, said.

The Chinese push, clouded by the
Obama administration’s investigation of
the steelworkers’ complaint, could com-
plicate the climate change debate in the
West. Wind farm developers in the West
are worried that Western governments
may be less enthusiastic about encour-
aging renewable energy requirements if
these programs are perceived as creat-
ing jobs in China instead of at home.

The provincial government of Ontario
in Canada now wants to take a page
from China’s playbook by trying to re-
quire 25 percent local content for wind
energy projects and 50 percent for solar
power projects in the province. The Jap-
anese government responded by filing a
W.T.O. complaint against Canada in
September, asserting that Ontario was
violating the W.T.O. prohibition on local
content requirements. By contrast, Ja-
pan has never filed a W.T.O. complaint
on any issue against China, for fear of
harming diplomatic relations with its
large neighbor. 

Meanwhile, the Chinese government
is intent on turning its wind energy in-
dustry into the global leader, helping
manufacturers coordinate export strat-
egies and providing various sorts of
technical assistance. 

Mr. Li, the overseer of the Chinese re-
newable energy industry, publicly ex-
horted the leaders of the nation’s big-
gest wind turbine makers at the China
Wind Power conference, a three-day
event that drew hundreds of executives
from around the world.

“You cannot be called a winner if you
are the leader for three or five years,”
Mr. Li told the Chinese executives. “You
can only stand on the top line if you are
the leader for 100 or 200 years.”

The Chinese presidents sat quietly
and respectfully, chins down. Senior ex-
ecutives from the foreign manufactur-
ers — including Vestas, G.E. and Game-
sa — sat alongside them, staring
straight ahead in stony silence.

By Setting the Rules, China Wins the Wind Power Game
From Page A1

PHOTOGRAPHS BY DOUG KANTER FOR THE NEW YORK TIMES

Gamesa’s wind turbine factory in Tianjin, China. The Spanish company, to
win permission to establish itself there, was required to source components
from local suppliers, which the company had to train.

Turbine components from China are
now being shipped by Gamesa to its
customers in other markets.
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Next: How China’s influence is felt in the
American wind industry.

A translation of a document issued
by China’s top economic policy

agency, the National Development and
Reform Commission, declaring that
wind farms had to buy equipment in
which at least 70 percent of the value
was domestically manufactured. 
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By LYNNLEY BROWNING

Federal prosecutors on Tues-
day accused a former UBS bank-
er of advising wealthy American
clients to avoid disclosing their
hidden offshore accounts held at
a smaller Swiss bank because
they were unlikely to attract
scrutiny from the United States
tax authorities.

The United States attorney’s
office in Miami accused Renzo
Gadola, the head of RG Invest-
ment Partners, an investment ad-
visory firm in Zurich, of conspir-
acy to defraud the United States
by helping wealthy Americans

evade taxes from 2000 through
this month.

Mr. Gadola, a Swiss citizen,
was employed by UBS from 1995
to 2008, when he left to form RG
Investment Partners. He was ar-
rested on Nov. 8 and was to ap-
pear in Federal District Court in
Miami on Tuesday.

Prosecutors also said that an
unidentified co-conspirator, who
was a former senior UBS private
banking executive, had worked
as Mr. Gadola’s partner to help
wealthy Americans evade taxes
through Basler Kantonalbank, a
Swiss cantonal bank in Basel. 

The co-conspirator, a Swiss cit-
izen, oversaw hundreds of Ameri-
can clients. When he left in 2003
to set up an independent invest-
ment firm in Switzerland, he took
about 150 UBS clients with him,
prosecutors said.

The accusation, which was
filed as a criminal information,
underscores how Swiss bank se-
crecy continues to flourish de-
spite the recent United States
crackdown on UBS, Switzer-
land’s largest bank, in connection
with offshore private banking
services that enabled wealthy
Americans to evade taxes.

In particular, the charge sheds
new light on how Swiss bankers
continued to sell tax-evasion
services even while American au-
thorities turned up the heat on
UBS. The nearly four-year scru-
tiny of UBS, which ended last
month, led many larger Swiss
banks to alter or discontinue
their offshore services. In the
wake of the UBS investigation,
the I.R.S. said it was increasing
its scrutiny of other banks. 

According to the criminal in-
formation, a wealthy client from
Mississippi told the unidentified
Swiss banker in September 2009

that he wanted to participate in a
voluntary disclosure program
from the I.R.S. that allowed tax-
payers to come forward and re-
port their secret offshore ac-
counts in exchange for lesser
penalties. The client had inher-
ited $400,000 in cash and stored it
in a box in Mississippi before
putting it in UBS and later Basler
Kantonalbank.

But the Swiss banker told the
client that his Basler account was
too small to bother disclosing and
that doing so “would bring trou-
ble for both of them.” When the
client pressed further, the Swiss

banker suggested that he falsify
banking records to make the
money look like a loan.

Last month, Mr. Gadola told
the client that he and his partner,
the unidentified co-conspirator,
had withdrawn the client’s
money from Basler and were
keeping it in cash in their shared
offices. “There is no paper trail,”
Mr. Gadola told the client, ac-
cording to the document. 

That Mr. Gadola was charged
in a criminal information and not
indicted suggests that he may be
cooperating with American in-
vestigators.

Ex-UBS Banker Is Accused of Advising Americans to Evade Taxes at a Small Swiss Bank

someone else would have done it,” said
Jorge Calvet, Gamesa’s chairman and
chief executive.

Gamesa, an old-line machinery com-
pany that entered the wind turbine
business in 1994, is a modern Spanish
success story.

Its factories in Pamplona and else-
where in Spain have produced wind tur-
bines installed around the world. With
sales of $4.4 billion last year, Gamesa is
the world’s third-largest turbine maker,
after Vestas of Denmark, the longtime
global leader, and G.E. 

With its relatively low Spanish labor
costs, Gamesa became an early favorite
a decade ago when China began buying
significant numbers of imported wind
turbines, as Beijing started moving to-
ward clean energy. Gamesa also moved
early and aggressively to beef up sales
and maintenance organizations within
China, amassing 35 percent of the mar-
ket by 2005.

But Chinese officials had begun to
slip new provisions into the bidding re-
quirements for some state-run wind
farms, requiring more and more of the
content of turbines to be equipment pro-
duced within China — not imported. 

Those piecemeal requirements soon
led to a blanket requirement. On July 4,
2005, China’s top economic policy agen-
cy, the National Development and Re-
form Commission, declared that wind
farms had to buy equipment in which at
least 70 percent of the value was domes-
tically manufactured. 

“Wind farms not meeting the require-
ment of equipment localization rate
shall not be allowed to be built,” stated
the directive, known as Notice 1204.

Trade lawyers say that setting any lo-
cal content requirement — let alone one
stipulating such a high domestic share
— was a violation of the rules of the
World Trade Organization, the interna-
tional body that China had joined just
four years earlier. Joanna I. Lewis, a
Georgetown University professor who
is a longtime adviser to Chinese policy
makers on wind energy, said she and
others had repeatedly warned Beijing
that the local-content policy risked pro-
voking a W.T.O. challenge by other
countries. 

But the Chinese government bet cor-
rectly that Gamesa, as well as G.E. and
other multinationals, would not dare
risk losing a piece of China’s booming
wind farm business by complaining to
trade officials in their home countries. 

Rather than fight, Gamesa and the
other leading multinational wind tur-
bine makers all opted to open factories
in China and train local suppliers to
meet the 70 percent threshold. 

Mr. Calvet said Gamesa would have
opened factories in China at some stage,
regardless of the content policy.

“If you plan to go into a country,” Mr.
Calvet said, “you really need to commit
to a country.” 

Ditlev Engel, the chief executive of
Vestas, said in an interview, “We
strongly believed that for us to be com-
petitive in China, it was very important
for us to develop an Asia supplier base.”

A top executive at a rival of Gamesa
and Vestas, who insisted on anonymity
for fear of business retaliation by Bei-
jing, said that multinationals had an-
other reason for going along with Chi-
na’s dictates: “Everybody was too
scared.”

Local Production
There is a difference between setting

up an assembly plant in a host company
— as many European wind turbine com-
panies, including Gamesa, have done in
the United States, for example — and
ceding the production of crucial parts to
companies in the host country. 

In the United States, where there are
no local-content requirements, the wind
turbine industry uses an average of 50
percent American-made parts. For its
American operations, Gamesa relies
somewhat more than that on American
suppliers, but it still imports some parts
from Spain, including crucial gearbox-
es. 

Within weeks after Beijing’s issuance
of Notice 1204, Gamesa sent dozens of
Spanish engineers to Tianjin. The engi-
neers did not just oversee the construc-
tion of the assembly plant, but fanned
out to local Chinese companies and be-
gan teaching them how to make a multi-
tude of steel forgings and castings, and
a range of complex electronic controls. 

One Chinese supplier here became so

adept at making a 10-ton steel frame
that keeps a wind turbine’s gearbox and
generator aligned even under gale-force
conditions, and making it so cheaply,
that the Spanish company now ships
the Chinese frame halfway around the
world for turbines that Gamesa assem-
bles at its American plant in Fairless
Hills, Pa. Mr. Calvet said the American
manufacturing sector had been so
weakened in recent decades that for
some components there were no Ameri-
can machinery companies readily avail-
able.

It was not until the summer of 2009,
when senior Obama administration offi-
cials started looking at barriers to
American clean energy exports, that
the United States pressed China hard
about Notice 1204. The Chinese govern-
ment revoked it two months later. 

But by then, the policy was no longer
needed. Some Gamesa wind turbines
exceeded 95 percent local content.

“The objectives of the local content
requirement were achieved, and prob-
ably more achieved than anyone ex-
pected,” said Steve Sawyer, the secre-
tary general of the Global Wind Energy
Council, a trade group based in Brussels
that represents wind energy companies
from around the world, including China.

A Battle Takes Shape
China agreed to abide by the W.T.O.’s

trade rules when it joined the organ-
ization in 2001. And Chinese officials,
when willing to comment on such mat-
ters at all, typically defend their actions
as being within the bounds of fair play. 

Li Junfeng, an official at the National
Development and Reform Commission
who oversees renewable energy policy,
defended the local content policy. 

“It was localization support,” Mr. Li
said in an interview. China is a develop-
ing country, he said, and developing

countries need to do what they can to
foster industrial development.

But the Obama administration takes
a different view. It included the local
content rule in the investigation it an-
nounced on Oct. 15, an inquiry into
whether China’s clean energy policies
had violated W.T.O. rules. The investiga-
tion was spurred by the United Steel-
workers union, which has no qualms
about taking on Beijing because it has
no sales contracts at risk in China. 

Zhang Guobao, the director of China’s
National Energy Administration, said at
an Oct. 17 press conference that the
United States was wrong to cite the lo-
cal content rule in its investigation —
because China had already abolished it.

Mr. Zhang did have a point: the W.T.O.’s
main redress for a local content protec-
tion is to push the offending country to
revoke it. 

But the United States investigation of
China goes beyond local content, and
the W.T.O. has other weapons at its dis-
posal.

The trade organization, for example,
has authority to order the repayment of
subsidies a government gives to its ex-
port industries to the detriment of for-
eign competitors. The steelworkers’ pe-
tition cites various forms of subsidies
and support that China has given to its
industries in potential violation of in-
ternational trade rules. That includes
low-interest loans from state-owned
banks and grants of cheap or free land,
as well as other perks not available to
foreign companies operating in China.

As for the state-owned wind farms
that are the main buyers of wind energy
equipment, China has many policies to
preserve their dominance, while lim-
iting market opportunities for foreign
companies that might try to develop
wind farms. 

Those policies — all potential W.T.O.
violations, according to some experts —
are an open secret. 

Earlier this autumn the Chinese wind
turbine maker Ming Yang Wind Power
Group made an initial public offering of
its shares on the New York Stock Ex-
change, as prelude to entering the
American wind energy market. The fi-
nancial disclosures in the company’s
prospectus acknowledged that “we ob-
tained land and other policy incentives
from local governments,” as well as
deals requiring that the municipal gov-
ernments’ wind farms buy turbines
only from Ming Yang. 

China Looks Abroad
Gamesa, among other multinational

turbine makers, so far has benefited
from the growing market in China, de-
spite policies that have increasingly rel-
egated those companies to fighting over
ever-thinner slices of the pie.

But that dynamic could be changing.
The Chinese government is now slow-
ing the approval of new wind farms at
home. The pause, whose duration is un-
clear, is meant to give the national elec-
tricity system time to absorb thousands
of new turbines that have already been
erected and not yet connected to the
grid. 

Gamesa had an ample order book
lined up before the government applied
the brakes. But the government policy
means that the Chinese turbine makers,
having become giants on the backs of
companies like Gamesa, must now look
beyond their captive national market
for further growth. 

Sinovel, China’s biggest wind turbine
maker, has said it wants to become the
world’s largest by 2015. The company’s
chairman and president, Han Junliang,

said in October at the annual China
Wind Power industry conference in Bei-
jing that his goal was to sell as many
turbines overseas as within China. 

Sinovel is among the Chinese compa-
nies now opening sales offices across
the United States in preparation for a
big export push next year. They are
backed by more than $13 billion in low-
interest loans issued this past summer
by Chinese government-owned banks;
billions more are being raised in initial
public offerings led mainly by Morgan
Stanley this autumn in New York and
Hong Kong. 

Multinationals are alarmed. Vestas,
for example, is closing four factories in
Denmark and one in Sweden, and lay-
ing off one-eighth of its 24,000-person la-
bor force this autumn, in an effort to
push its costs down closer to Asian lev-
els, its chief, Mr. Engel, said.

The Chinese push, clouded by the
Obama administration’s investigation of
the steelworkers’ complaint, could com-
plicate the climate change debate in the
West. Wind farm developers in the West
are worried that Western governments
may be less enthusiastic about encour-
aging renewable energy requirements if
these programs are perceived as creat-
ing jobs in China instead of at home.

The provincial government of Ontario
in Canada now wants to take a page
from China’s playbook by trying to re-
quire 25 percent local content for wind
energy projects and 50 percent for solar
power projects in the province. The Jap-
anese government responded by filing a
W.T.O. complaint against Canada in
September, asserting that Ontario was
violating the W.T.O. prohibition on local
content requirements. By contrast, Ja-
pan has never filed a W.T.O. complaint
on any issue against China, for fear of
harming diplomatic relations with its
large neighbor. 

Meanwhile, the Chinese government
is intent on turning its wind energy in-
dustry into the global leader, helping
manufacturers coordinate export strat-
egies and providing various sorts of
technical assistance. 

Mr. Li, the overseer of the Chinese re-
newable energy industry, publicly ex-
horted the leaders of the nation’s big-
gest wind turbine makers at the China
Wind Power conference, a three-day
event that drew hundreds of executives
from around the world.

“You cannot be called a winner if you
are the leader for three or five years,”
Mr. Li told the Chinese executives. “You
can only stand on the top line if you are
the leader for 100 or 200 years.”

The Chinese presidents sat quietly
and respectfully, chins down. Senior ex-
ecutives from the foreign manufactur-
ers — including Vestas, G.E. and Game-
sa — sat alongside them, staring
straight ahead in stony silence.

By Setting the Rules, China Wins the Wind Power Game
From Page A1

PHOTOGRAPHS BY DOUG KANTER FOR THE NEW YORK TIMES

Gamesa’s wind turbine factory in Tianjin, China. The Spanish company, to
win permission to establish itself there, was required to source components
from local suppliers, which the company had to train.

Turbine components from China are
now being shipped by Gamesa to its
customers in other markets.
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ANNUAL DELIVERIES OF 
WIND TURBINES IN CHINA

SIX MONTHS

Foreign wind turbine makers 
like Gamesa and Vestas have 
lost ground in China to 
domestic companies since 
the government set local 
content rules in 2005.

Surpassed
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Next: How China’s influence is felt in the
American wind industry.

A translation of a document issued
by China’s top economic policy

agency, the National Development and
Reform Commission, declaring that
wind farms had to buy equipment in
which at least 70 percent of the value
was domestically manufactured. 
nytimes.com/businessday
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By LYNNLEY BROWNING

Federal prosecutors on Tues-
day accused a former UBS bank-
er of advising wealthy American
clients to avoid disclosing their
hidden offshore accounts held at
a smaller Swiss bank because
they were unlikely to attract
scrutiny from the United States
tax authorities.

The United States attorney’s
office in Miami accused Renzo
Gadola, the head of RG Invest-
ment Partners, an investment ad-
visory firm in Zurich, of conspir-
acy to defraud the United States
by helping wealthy Americans

evade taxes from 2000 through
this month.

Mr. Gadola, a Swiss citizen,
was employed by UBS from 1995
to 2008, when he left to form RG
Investment Partners. He was ar-
rested on Nov. 8 and was to ap-
pear in Federal District Court in
Miami on Tuesday.

Prosecutors also said that an
unidentified co-conspirator, who
was a former senior UBS private
banking executive, had worked
as Mr. Gadola’s partner to help
wealthy Americans evade taxes
through Basler Kantonalbank, a
Swiss cantonal bank in Basel. 

The co-conspirator, a Swiss cit-
izen, oversaw hundreds of Ameri-
can clients. When he left in 2003
to set up an independent invest-
ment firm in Switzerland, he took
about 150 UBS clients with him,
prosecutors said.

The accusation, which was
filed as a criminal information,
underscores how Swiss bank se-
crecy continues to flourish de-
spite the recent United States
crackdown on UBS, Switzer-
land’s largest bank, in connection
with offshore private banking
services that enabled wealthy
Americans to evade taxes.

In particular, the charge sheds
new light on how Swiss bankers
continued to sell tax-evasion
services even while American au-
thorities turned up the heat on
UBS. The nearly four-year scru-
tiny of UBS, which ended last
month, led many larger Swiss
banks to alter or discontinue
their offshore services. In the
wake of the UBS investigation,
the I.R.S. said it was increasing
its scrutiny of other banks. 

According to the criminal in-
formation, a wealthy client from
Mississippi told the unidentified
Swiss banker in September 2009

that he wanted to participate in a
voluntary disclosure program
from the I.R.S. that allowed tax-
payers to come forward and re-
port their secret offshore ac-
counts in exchange for lesser
penalties. The client had inher-
ited $400,000 in cash and stored it
in a box in Mississippi before
putting it in UBS and later Basler
Kantonalbank.

But the Swiss banker told the
client that his Basler account was
too small to bother disclosing and
that doing so “would bring trou-
ble for both of them.” When the
client pressed further, the Swiss

banker suggested that he falsify
banking records to make the
money look like a loan.

Last month, Mr. Gadola told
the client that he and his partner,
the unidentified co-conspirator,
had withdrawn the client’s
money from Basler and were
keeping it in cash in their shared
offices. “There is no paper trail,”
Mr. Gadola told the client, ac-
cording to the document. 

That Mr. Gadola was charged
in a criminal information and not
indicted suggests that he may be
cooperating with American in-
vestigators.

Ex-UBS Banker Is Accused of Advising Americans to Evade Taxes at a Small Swiss Bank

someone else would have done it,” said
Jorge Calvet, Gamesa’s chairman and
chief executive.

Gamesa, an old-line machinery com-
pany that entered the wind turbine
business in 1994, is a modern Spanish
success story.

Its factories in Pamplona and else-
where in Spain have produced wind tur-
bines installed around the world. With
sales of $4.4 billion last year, Gamesa is
the world’s third-largest turbine maker,
after Vestas of Denmark, the longtime
global leader, and G.E. 

With its relatively low Spanish labor
costs, Gamesa became an early favorite
a decade ago when China began buying
significant numbers of imported wind
turbines, as Beijing started moving to-
ward clean energy. Gamesa also moved
early and aggressively to beef up sales
and maintenance organizations within
China, amassing 35 percent of the mar-
ket by 2005.

But Chinese officials had begun to
slip new provisions into the bidding re-
quirements for some state-run wind
farms, requiring more and more of the
content of turbines to be equipment pro-
duced within China — not imported. 

Those piecemeal requirements soon
led to a blanket requirement. On July 4,
2005, China’s top economic policy agen-
cy, the National Development and Re-
form Commission, declared that wind
farms had to buy equipment in which at
least 70 percent of the value was domes-
tically manufactured. 

“Wind farms not meeting the require-
ment of equipment localization rate
shall not be allowed to be built,” stated
the directive, known as Notice 1204.

Trade lawyers say that setting any lo-
cal content requirement — let alone one
stipulating such a high domestic share
— was a violation of the rules of the
World Trade Organization, the interna-
tional body that China had joined just
four years earlier. Joanna I. Lewis, a
Georgetown University professor who
is a longtime adviser to Chinese policy
makers on wind energy, said she and
others had repeatedly warned Beijing
that the local-content policy risked pro-
voking a W.T.O. challenge by other
countries. 

But the Chinese government bet cor-
rectly that Gamesa, as well as G.E. and
other multinationals, would not dare
risk losing a piece of China’s booming
wind farm business by complaining to
trade officials in their home countries. 

Rather than fight, Gamesa and the
other leading multinational wind tur-
bine makers all opted to open factories
in China and train local suppliers to
meet the 70 percent threshold. 

Mr. Calvet said Gamesa would have
opened factories in China at some stage,
regardless of the content policy.

“If you plan to go into a country,” Mr.
Calvet said, “you really need to commit
to a country.” 

Ditlev Engel, the chief executive of
Vestas, said in an interview, “We
strongly believed that for us to be com-
petitive in China, it was very important
for us to develop an Asia supplier base.”

A top executive at a rival of Gamesa
and Vestas, who insisted on anonymity
for fear of business retaliation by Bei-
jing, said that multinationals had an-
other reason for going along with Chi-
na’s dictates: “Everybody was too
scared.”

Local Production
There is a difference between setting

up an assembly plant in a host company
— as many European wind turbine com-
panies, including Gamesa, have done in
the United States, for example — and
ceding the production of crucial parts to
companies in the host country. 

In the United States, where there are
no local-content requirements, the wind
turbine industry uses an average of 50
percent American-made parts. For its
American operations, Gamesa relies
somewhat more than that on American
suppliers, but it still imports some parts
from Spain, including crucial gearbox-
es. 

Within weeks after Beijing’s issuance
of Notice 1204, Gamesa sent dozens of
Spanish engineers to Tianjin. The engi-
neers did not just oversee the construc-
tion of the assembly plant, but fanned
out to local Chinese companies and be-
gan teaching them how to make a multi-
tude of steel forgings and castings, and
a range of complex electronic controls. 

One Chinese supplier here became so

adept at making a 10-ton steel frame
that keeps a wind turbine’s gearbox and
generator aligned even under gale-force
conditions, and making it so cheaply,
that the Spanish company now ships
the Chinese frame halfway around the
world for turbines that Gamesa assem-
bles at its American plant in Fairless
Hills, Pa. Mr. Calvet said the American
manufacturing sector had been so
weakened in recent decades that for
some components there were no Ameri-
can machinery companies readily avail-
able.

It was not until the summer of 2009,
when senior Obama administration offi-
cials started looking at barriers to
American clean energy exports, that
the United States pressed China hard
about Notice 1204. The Chinese govern-
ment revoked it two months later. 

But by then, the policy was no longer
needed. Some Gamesa wind turbines
exceeded 95 percent local content.

“The objectives of the local content
requirement were achieved, and prob-
ably more achieved than anyone ex-
pected,” said Steve Sawyer, the secre-
tary general of the Global Wind Energy
Council, a trade group based in Brussels
that represents wind energy companies
from around the world, including China.

A Battle Takes Shape
China agreed to abide by the W.T.O.’s

trade rules when it joined the organ-
ization in 2001. And Chinese officials,
when willing to comment on such mat-
ters at all, typically defend their actions
as being within the bounds of fair play. 

Li Junfeng, an official at the National
Development and Reform Commission
who oversees renewable energy policy,
defended the local content policy. 

“It was localization support,” Mr. Li
said in an interview. China is a develop-
ing country, he said, and developing

countries need to do what they can to
foster industrial development.

But the Obama administration takes
a different view. It included the local
content rule in the investigation it an-
nounced on Oct. 15, an inquiry into
whether China’s clean energy policies
had violated W.T.O. rules. The investiga-
tion was spurred by the United Steel-
workers union, which has no qualms
about taking on Beijing because it has
no sales contracts at risk in China. 

Zhang Guobao, the director of China’s
National Energy Administration, said at
an Oct. 17 press conference that the
United States was wrong to cite the lo-
cal content rule in its investigation —
because China had already abolished it.

Mr. Zhang did have a point: the W.T.O.’s
main redress for a local content protec-
tion is to push the offending country to
revoke it. 

But the United States investigation of
China goes beyond local content, and
the W.T.O. has other weapons at its dis-
posal.

The trade organization, for example,
has authority to order the repayment of
subsidies a government gives to its ex-
port industries to the detriment of for-
eign competitors. The steelworkers’ pe-
tition cites various forms of subsidies
and support that China has given to its
industries in potential violation of in-
ternational trade rules. That includes
low-interest loans from state-owned
banks and grants of cheap or free land,
as well as other perks not available to
foreign companies operating in China.

As for the state-owned wind farms
that are the main buyers of wind energy
equipment, China has many policies to
preserve their dominance, while lim-
iting market opportunities for foreign
companies that might try to develop
wind farms. 

Those policies — all potential W.T.O.
violations, according to some experts —
are an open secret. 

Earlier this autumn the Chinese wind
turbine maker Ming Yang Wind Power
Group made an initial public offering of
its shares on the New York Stock Ex-
change, as prelude to entering the
American wind energy market. The fi-
nancial disclosures in the company’s
prospectus acknowledged that “we ob-
tained land and other policy incentives
from local governments,” as well as
deals requiring that the municipal gov-
ernments’ wind farms buy turbines
only from Ming Yang. 

China Looks Abroad
Gamesa, among other multinational

turbine makers, so far has benefited
from the growing market in China, de-
spite policies that have increasingly rel-
egated those companies to fighting over
ever-thinner slices of the pie.

But that dynamic could be changing.
The Chinese government is now slow-
ing the approval of new wind farms at
home. The pause, whose duration is un-
clear, is meant to give the national elec-
tricity system time to absorb thousands
of new turbines that have already been
erected and not yet connected to the
grid. 

Gamesa had an ample order book
lined up before the government applied
the brakes. But the government policy
means that the Chinese turbine makers,
having become giants on the backs of
companies like Gamesa, must now look
beyond their captive national market
for further growth. 

Sinovel, China’s biggest wind turbine
maker, has said it wants to become the
world’s largest by 2015. The company’s
chairman and president, Han Junliang,

said in October at the annual China
Wind Power industry conference in Bei-
jing that his goal was to sell as many
turbines overseas as within China. 

Sinovel is among the Chinese compa-
nies now opening sales offices across
the United States in preparation for a
big export push next year. They are
backed by more than $13 billion in low-
interest loans issued this past summer
by Chinese government-owned banks;
billions more are being raised in initial
public offerings led mainly by Morgan
Stanley this autumn in New York and
Hong Kong. 

Multinationals are alarmed. Vestas,
for example, is closing four factories in
Denmark and one in Sweden, and lay-
ing off one-eighth of its 24,000-person la-
bor force this autumn, in an effort to
push its costs down closer to Asian lev-
els, its chief, Mr. Engel, said.

The Chinese push, clouded by the
Obama administration’s investigation of
the steelworkers’ complaint, could com-
plicate the climate change debate in the
West. Wind farm developers in the West
are worried that Western governments
may be less enthusiastic about encour-
aging renewable energy requirements if
these programs are perceived as creat-
ing jobs in China instead of at home.

The provincial government of Ontario
in Canada now wants to take a page
from China’s playbook by trying to re-
quire 25 percent local content for wind
energy projects and 50 percent for solar
power projects in the province. The Jap-
anese government responded by filing a
W.T.O. complaint against Canada in
September, asserting that Ontario was
violating the W.T.O. prohibition on local
content requirements. By contrast, Ja-
pan has never filed a W.T.O. complaint
on any issue against China, for fear of
harming diplomatic relations with its
large neighbor. 

Meanwhile, the Chinese government
is intent on turning its wind energy in-
dustry into the global leader, helping
manufacturers coordinate export strat-
egies and providing various sorts of
technical assistance. 

Mr. Li, the overseer of the Chinese re-
newable energy industry, publicly ex-
horted the leaders of the nation’s big-
gest wind turbine makers at the China
Wind Power conference, a three-day
event that drew hundreds of executives
from around the world.

“You cannot be called a winner if you
are the leader for three or five years,”
Mr. Li told the Chinese executives. “You
can only stand on the top line if you are
the leader for 100 or 200 years.”

The Chinese presidents sat quietly
and respectfully, chins down. Senior ex-
ecutives from the foreign manufactur-
ers — including Vestas, G.E. and Game-
sa — sat alongside them, staring
straight ahead in stony silence.

By Setting the Rules, China Wins the Wind Power Game
From Page A1

PHOTOGRAPHS BY DOUG KANTER FOR THE NEW YORK TIMES

Gamesa’s wind turbine factory in Tianjin, China. The Spanish company, to
win permission to establish itself there, was required to source components
from local suppliers, which the company had to train.

Turbine components from China are
now being shipped by Gamesa to its
customers in other markets.
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ANNUAL DELIVERIES OF 
WIND TURBINES IN CHINA

SIX MONTHS

Foreign wind turbine makers 
like Gamesa and Vestas have 
lost ground in China to 
domestic companies since 
the government set local 
content rules in 2005.

Surpassed
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Next: How China’s influence is felt in the
American wind industry.

A translation of a document issued
by China’s top economic policy

agency, the National Development and
Reform Commission, declaring that
wind farms had to buy equipment in
which at least 70 percent of the value
was domestically manufactured. 
nytimes.com/businessday
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By LYNNLEY BROWNING

Federal prosecutors on Tues-
day accused a former UBS bank-
er of advising wealthy American
clients to avoid disclosing their
hidden offshore accounts held at
a smaller Swiss bank because
they were unlikely to attract
scrutiny from the United States
tax authorities.

The United States attorney’s
office in Miami accused Renzo
Gadola, the head of RG Invest-
ment Partners, an investment ad-
visory firm in Zurich, of conspir-
acy to defraud the United States
by helping wealthy Americans

evade taxes from 2000 through
this month.

Mr. Gadola, a Swiss citizen,
was employed by UBS from 1995
to 2008, when he left to form RG
Investment Partners. He was ar-
rested on Nov. 8 and was to ap-
pear in Federal District Court in
Miami on Tuesday.

Prosecutors also said that an
unidentified co-conspirator, who
was a former senior UBS private
banking executive, had worked
as Mr. Gadola’s partner to help
wealthy Americans evade taxes
through Basler Kantonalbank, a
Swiss cantonal bank in Basel. 

The co-conspirator, a Swiss cit-
izen, oversaw hundreds of Ameri-
can clients. When he left in 2003
to set up an independent invest-
ment firm in Switzerland, he took
about 150 UBS clients with him,
prosecutors said.

The accusation, which was
filed as a criminal information,
underscores how Swiss bank se-
crecy continues to flourish de-
spite the recent United States
crackdown on UBS, Switzer-
land’s largest bank, in connection
with offshore private banking
services that enabled wealthy
Americans to evade taxes.

In particular, the charge sheds
new light on how Swiss bankers
continued to sell tax-evasion
services even while American au-
thorities turned up the heat on
UBS. The nearly four-year scru-
tiny of UBS, which ended last
month, led many larger Swiss
banks to alter or discontinue
their offshore services. In the
wake of the UBS investigation,
the I.R.S. said it was increasing
its scrutiny of other banks. 

According to the criminal in-
formation, a wealthy client from
Mississippi told the unidentified
Swiss banker in September 2009

that he wanted to participate in a
voluntary disclosure program
from the I.R.S. that allowed tax-
payers to come forward and re-
port their secret offshore ac-
counts in exchange for lesser
penalties. The client had inher-
ited $400,000 in cash and stored it
in a box in Mississippi before
putting it in UBS and later Basler
Kantonalbank.

But the Swiss banker told the
client that his Basler account was
too small to bother disclosing and
that doing so “would bring trou-
ble for both of them.” When the
client pressed further, the Swiss

banker suggested that he falsify
banking records to make the
money look like a loan.

Last month, Mr. Gadola told
the client that he and his partner,
the unidentified co-conspirator,
had withdrawn the client’s
money from Basler and were
keeping it in cash in their shared
offices. “There is no paper trail,”
Mr. Gadola told the client, ac-
cording to the document. 

That Mr. Gadola was charged
in a criminal information and not
indicted suggests that he may be
cooperating with American in-
vestigators.

Ex-UBS Banker Is Accused of Advising Americans to Evade Taxes at a Small Swiss Bank

someone else would have done it,” said
Jorge Calvet, Gamesa’s chairman and
chief executive.

Gamesa, an old-line machinery com-
pany that entered the wind turbine
business in 1994, is a modern Spanish
success story.

Its factories in Pamplona and else-
where in Spain have produced wind tur-
bines installed around the world. With
sales of $4.4 billion last year, Gamesa is
the world’s third-largest turbine maker,
after Vestas of Denmark, the longtime
global leader, and G.E. 

With its relatively low Spanish labor
costs, Gamesa became an early favorite
a decade ago when China began buying
significant numbers of imported wind
turbines, as Beijing started moving to-
ward clean energy. Gamesa also moved
early and aggressively to beef up sales
and maintenance organizations within
China, amassing 35 percent of the mar-
ket by 2005.

But Chinese officials had begun to
slip new provisions into the bidding re-
quirements for some state-run wind
farms, requiring more and more of the
content of turbines to be equipment pro-
duced within China — not imported. 

Those piecemeal requirements soon
led to a blanket requirement. On July 4,
2005, China’s top economic policy agen-
cy, the National Development and Re-
form Commission, declared that wind
farms had to buy equipment in which at
least 70 percent of the value was domes-
tically manufactured. 

“Wind farms not meeting the require-
ment of equipment localization rate
shall not be allowed to be built,” stated
the directive, known as Notice 1204.

Trade lawyers say that setting any lo-
cal content requirement — let alone one
stipulating such a high domestic share
— was a violation of the rules of the
World Trade Organization, the interna-
tional body that China had joined just
four years earlier. Joanna I. Lewis, a
Georgetown University professor who
is a longtime adviser to Chinese policy
makers on wind energy, said she and
others had repeatedly warned Beijing
that the local-content policy risked pro-
voking a W.T.O. challenge by other
countries. 

But the Chinese government bet cor-
rectly that Gamesa, as well as G.E. and
other multinationals, would not dare
risk losing a piece of China’s booming
wind farm business by complaining to
trade officials in their home countries. 

Rather than fight, Gamesa and the
other leading multinational wind tur-
bine makers all opted to open factories
in China and train local suppliers to
meet the 70 percent threshold. 

Mr. Calvet said Gamesa would have
opened factories in China at some stage,
regardless of the content policy.

“If you plan to go into a country,” Mr.
Calvet said, “you really need to commit
to a country.” 

Ditlev Engel, the chief executive of
Vestas, said in an interview, “We
strongly believed that for us to be com-
petitive in China, it was very important
for us to develop an Asia supplier base.”

A top executive at a rival of Gamesa
and Vestas, who insisted on anonymity
for fear of business retaliation by Bei-
jing, said that multinationals had an-
other reason for going along with Chi-
na’s dictates: “Everybody was too
scared.”

Local Production
There is a difference between setting

up an assembly plant in a host company
— as many European wind turbine com-
panies, including Gamesa, have done in
the United States, for example — and
ceding the production of crucial parts to
companies in the host country. 

In the United States, where there are
no local-content requirements, the wind
turbine industry uses an average of 50
percent American-made parts. For its
American operations, Gamesa relies
somewhat more than that on American
suppliers, but it still imports some parts
from Spain, including crucial gearbox-
es. 

Within weeks after Beijing’s issuance
of Notice 1204, Gamesa sent dozens of
Spanish engineers to Tianjin. The engi-
neers did not just oversee the construc-
tion of the assembly plant, but fanned
out to local Chinese companies and be-
gan teaching them how to make a multi-
tude of steel forgings and castings, and
a range of complex electronic controls. 

One Chinese supplier here became so

adept at making a 10-ton steel frame
that keeps a wind turbine’s gearbox and
generator aligned even under gale-force
conditions, and making it so cheaply,
that the Spanish company now ships
the Chinese frame halfway around the
world for turbines that Gamesa assem-
bles at its American plant in Fairless
Hills, Pa. Mr. Calvet said the American
manufacturing sector had been so
weakened in recent decades that for
some components there were no Ameri-
can machinery companies readily avail-
able.

It was not until the summer of 2009,
when senior Obama administration offi-
cials started looking at barriers to
American clean energy exports, that
the United States pressed China hard
about Notice 1204. The Chinese govern-
ment revoked it two months later. 

But by then, the policy was no longer
needed. Some Gamesa wind turbines
exceeded 95 percent local content.

“The objectives of the local content
requirement were achieved, and prob-
ably more achieved than anyone ex-
pected,” said Steve Sawyer, the secre-
tary general of the Global Wind Energy
Council, a trade group based in Brussels
that represents wind energy companies
from around the world, including China.

A Battle Takes Shape
China agreed to abide by the W.T.O.’s

trade rules when it joined the organ-
ization in 2001. And Chinese officials,
when willing to comment on such mat-
ters at all, typically defend their actions
as being within the bounds of fair play. 

Li Junfeng, an official at the National
Development and Reform Commission
who oversees renewable energy policy,
defended the local content policy. 

“It was localization support,” Mr. Li
said in an interview. China is a develop-
ing country, he said, and developing

countries need to do what they can to
foster industrial development.

But the Obama administration takes
a different view. It included the local
content rule in the investigation it an-
nounced on Oct. 15, an inquiry into
whether China’s clean energy policies
had violated W.T.O. rules. The investiga-
tion was spurred by the United Steel-
workers union, which has no qualms
about taking on Beijing because it has
no sales contracts at risk in China. 

Zhang Guobao, the director of China’s
National Energy Administration, said at
an Oct. 17 press conference that the
United States was wrong to cite the lo-
cal content rule in its investigation —
because China had already abolished it.

Mr. Zhang did have a point: the W.T.O.’s
main redress for a local content protec-
tion is to push the offending country to
revoke it. 

But the United States investigation of
China goes beyond local content, and
the W.T.O. has other weapons at its dis-
posal.

The trade organization, for example,
has authority to order the repayment of
subsidies a government gives to its ex-
port industries to the detriment of for-
eign competitors. The steelworkers’ pe-
tition cites various forms of subsidies
and support that China has given to its
industries in potential violation of in-
ternational trade rules. That includes
low-interest loans from state-owned
banks and grants of cheap or free land,
as well as other perks not available to
foreign companies operating in China.

As for the state-owned wind farms
that are the main buyers of wind energy
equipment, China has many policies to
preserve their dominance, while lim-
iting market opportunities for foreign
companies that might try to develop
wind farms. 

Those policies — all potential W.T.O.
violations, according to some experts —
are an open secret. 

Earlier this autumn the Chinese wind
turbine maker Ming Yang Wind Power
Group made an initial public offering of
its shares on the New York Stock Ex-
change, as prelude to entering the
American wind energy market. The fi-
nancial disclosures in the company’s
prospectus acknowledged that “we ob-
tained land and other policy incentives
from local governments,” as well as
deals requiring that the municipal gov-
ernments’ wind farms buy turbines
only from Ming Yang. 

China Looks Abroad
Gamesa, among other multinational

turbine makers, so far has benefited
from the growing market in China, de-
spite policies that have increasingly rel-
egated those companies to fighting over
ever-thinner slices of the pie.

But that dynamic could be changing.
The Chinese government is now slow-
ing the approval of new wind farms at
home. The pause, whose duration is un-
clear, is meant to give the national elec-
tricity system time to absorb thousands
of new turbines that have already been
erected and not yet connected to the
grid. 

Gamesa had an ample order book
lined up before the government applied
the brakes. But the government policy
means that the Chinese turbine makers,
having become giants on the backs of
companies like Gamesa, must now look
beyond their captive national market
for further growth. 

Sinovel, China’s biggest wind turbine
maker, has said it wants to become the
world’s largest by 2015. The company’s
chairman and president, Han Junliang,

said in October at the annual China
Wind Power industry conference in Bei-
jing that his goal was to sell as many
turbines overseas as within China. 

Sinovel is among the Chinese compa-
nies now opening sales offices across
the United States in preparation for a
big export push next year. They are
backed by more than $13 billion in low-
interest loans issued this past summer
by Chinese government-owned banks;
billions more are being raised in initial
public offerings led mainly by Morgan
Stanley this autumn in New York and
Hong Kong. 

Multinationals are alarmed. Vestas,
for example, is closing four factories in
Denmark and one in Sweden, and lay-
ing off one-eighth of its 24,000-person la-
bor force this autumn, in an effort to
push its costs down closer to Asian lev-
els, its chief, Mr. Engel, said.

The Chinese push, clouded by the
Obama administration’s investigation of
the steelworkers’ complaint, could com-
plicate the climate change debate in the
West. Wind farm developers in the West
are worried that Western governments
may be less enthusiastic about encour-
aging renewable energy requirements if
these programs are perceived as creat-
ing jobs in China instead of at home.

The provincial government of Ontario
in Canada now wants to take a page
from China’s playbook by trying to re-
quire 25 percent local content for wind
energy projects and 50 percent for solar
power projects in the province. The Jap-
anese government responded by filing a
W.T.O. complaint against Canada in
September, asserting that Ontario was
violating the W.T.O. prohibition on local
content requirements. By contrast, Ja-
pan has never filed a W.T.O. complaint
on any issue against China, for fear of
harming diplomatic relations with its
large neighbor. 

Meanwhile, the Chinese government
is intent on turning its wind energy in-
dustry into the global leader, helping
manufacturers coordinate export strat-
egies and providing various sorts of
technical assistance. 

Mr. Li, the overseer of the Chinese re-
newable energy industry, publicly ex-
horted the leaders of the nation’s big-
gest wind turbine makers at the China
Wind Power conference, a three-day
event that drew hundreds of executives
from around the world.

“You cannot be called a winner if you
are the leader for three or five years,”
Mr. Li told the Chinese executives. “You
can only stand on the top line if you are
the leader for 100 or 200 years.”

The Chinese presidents sat quietly
and respectfully, chins down. Senior ex-
ecutives from the foreign manufactur-
ers — including Vestas, G.E. and Game-
sa — sat alongside them, staring
straight ahead in stony silence.

By Setting the Rules, China Wins the Wind Power Game
From Page A1

PHOTOGRAPHS BY DOUG KANTER FOR THE NEW YORK TIMES

Gamesa’s wind turbine factory in Tianjin, China. The Spanish company, to
win permission to establish itself there, was required to source components
from local suppliers, which the company had to train.

Turbine components from China are
now being shipped by Gamesa to its
customers in other markets.
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ANNUAL DELIVERIES OF 
WIND TURBINES IN CHINA

SIX MONTHS

Foreign wind turbine makers 
like Gamesa and Vestas have 
lost ground in China to 
domestic companies since 
the government set local 
content rules in 2005.

Surpassed

THE NEW YORK TIMESSources: IHS Emerging Energy Research; China Wind Energy Association

Gamesa
(Spain)

Vestas
(Denmark)

Dongfang
(China)

Goldwind
(China)

Sinovel
(China)

’05 ’10 ’05 ’10 ’05 ’10 ’05 ’10 ’05 ’10

Next: How China’s influence is felt in the
American wind industry.

A translation of a document issued
by China’s top economic policy

agency, the National Development and
Reform Commission, declaring that
wind farms had to buy equipment in
which at least 70 percent of the value
was domestically manufactured. 
nytimes.com/businessday
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By LYNNLEY BROWNING

Federal prosecutors on Tues-
day accused a former UBS bank-
er of advising wealthy American
clients to avoid disclosing their
hidden offshore accounts held at
a smaller Swiss bank because
they were unlikely to attract
scrutiny from the United States
tax authorities.

The United States attorney’s
office in Miami accused Renzo
Gadola, the head of RG Invest-
ment Partners, an investment ad-
visory firm in Zurich, of conspir-
acy to defraud the United States
by helping wealthy Americans

evade taxes from 2000 through
this month.

Mr. Gadola, a Swiss citizen,
was employed by UBS from 1995
to 2008, when he left to form RG
Investment Partners. He was ar-
rested on Nov. 8 and was to ap-
pear in Federal District Court in
Miami on Tuesday.

Prosecutors also said that an
unidentified co-conspirator, who
was a former senior UBS private
banking executive, had worked
as Mr. Gadola’s partner to help
wealthy Americans evade taxes
through Basler Kantonalbank, a
Swiss cantonal bank in Basel. 

The co-conspirator, a Swiss cit-
izen, oversaw hundreds of Ameri-
can clients. When he left in 2003
to set up an independent invest-
ment firm in Switzerland, he took
about 150 UBS clients with him,
prosecutors said.

The accusation, which was
filed as a criminal information,
underscores how Swiss bank se-
crecy continues to flourish de-
spite the recent United States
crackdown on UBS, Switzer-
land’s largest bank, in connection
with offshore private banking
services that enabled wealthy
Americans to evade taxes.

In particular, the charge sheds
new light on how Swiss bankers
continued to sell tax-evasion
services even while American au-
thorities turned up the heat on
UBS. The nearly four-year scru-
tiny of UBS, which ended last
month, led many larger Swiss
banks to alter or discontinue
their offshore services. In the
wake of the UBS investigation,
the I.R.S. said it was increasing
its scrutiny of other banks. 

According to the criminal in-
formation, a wealthy client from
Mississippi told the unidentified
Swiss banker in September 2009

that he wanted to participate in a
voluntary disclosure program
from the I.R.S. that allowed tax-
payers to come forward and re-
port their secret offshore ac-
counts in exchange for lesser
penalties. The client had inher-
ited $400,000 in cash and stored it
in a box in Mississippi before
putting it in UBS and later Basler
Kantonalbank.

But the Swiss banker told the
client that his Basler account was
too small to bother disclosing and
that doing so “would bring trou-
ble for both of them.” When the
client pressed further, the Swiss

banker suggested that he falsify
banking records to make the
money look like a loan.

Last month, Mr. Gadola told
the client that he and his partner,
the unidentified co-conspirator,
had withdrawn the client’s
money from Basler and were
keeping it in cash in their shared
offices. “There is no paper trail,”
Mr. Gadola told the client, ac-
cording to the document. 

That Mr. Gadola was charged
in a criminal information and not
indicted suggests that he may be
cooperating with American in-
vestigators.

Ex-UBS Banker Is Accused of Advising Americans to Evade Taxes at a Small Swiss Bank

someone else would have done it,” said
Jorge Calvet, Gamesa’s chairman and
chief executive.

Gamesa, an old-line machinery com-
pany that entered the wind turbine
business in 1994, is a modern Spanish
success story.

Its factories in Pamplona and else-
where in Spain have produced wind tur-
bines installed around the world. With
sales of $4.4 billion last year, Gamesa is
the world’s third-largest turbine maker,
after Vestas of Denmark, the longtime
global leader, and G.E. 

With its relatively low Spanish labor
costs, Gamesa became an early favorite
a decade ago when China began buying
significant numbers of imported wind
turbines, as Beijing started moving to-
ward clean energy. Gamesa also moved
early and aggressively to beef up sales
and maintenance organizations within
China, amassing 35 percent of the mar-
ket by 2005.

But Chinese officials had begun to
slip new provisions into the bidding re-
quirements for some state-run wind
farms, requiring more and more of the
content of turbines to be equipment pro-
duced within China — not imported. 

Those piecemeal requirements soon
led to a blanket requirement. On July 4,
2005, China’s top economic policy agen-
cy, the National Development and Re-
form Commission, declared that wind
farms had to buy equipment in which at
least 70 percent of the value was domes-
tically manufactured. 

“Wind farms not meeting the require-
ment of equipment localization rate
shall not be allowed to be built,” stated
the directive, known as Notice 1204.

Trade lawyers say that setting any lo-
cal content requirement — let alone one
stipulating such a high domestic share
— was a violation of the rules of the
World Trade Organization, the interna-
tional body that China had joined just
four years earlier. Joanna I. Lewis, a
Georgetown University professor who
is a longtime adviser to Chinese policy
makers on wind energy, said she and
others had repeatedly warned Beijing
that the local-content policy risked pro-
voking a W.T.O. challenge by other
countries. 

But the Chinese government bet cor-
rectly that Gamesa, as well as G.E. and
other multinationals, would not dare
risk losing a piece of China’s booming
wind farm business by complaining to
trade officials in their home countries. 

Rather than fight, Gamesa and the
other leading multinational wind tur-
bine makers all opted to open factories
in China and train local suppliers to
meet the 70 percent threshold. 

Mr. Calvet said Gamesa would have
opened factories in China at some stage,
regardless of the content policy.

“If you plan to go into a country,” Mr.
Calvet said, “you really need to commit
to a country.” 

Ditlev Engel, the chief executive of
Vestas, said in an interview, “We
strongly believed that for us to be com-
petitive in China, it was very important
for us to develop an Asia supplier base.”

A top executive at a rival of Gamesa
and Vestas, who insisted on anonymity
for fear of business retaliation by Bei-
jing, said that multinationals had an-
other reason for going along with Chi-
na’s dictates: “Everybody was too
scared.”

Local Production
There is a difference between setting

up an assembly plant in a host company
— as many European wind turbine com-
panies, including Gamesa, have done in
the United States, for example — and
ceding the production of crucial parts to
companies in the host country. 

In the United States, where there are
no local-content requirements, the wind
turbine industry uses an average of 50
percent American-made parts. For its
American operations, Gamesa relies
somewhat more than that on American
suppliers, but it still imports some parts
from Spain, including crucial gearbox-
es. 

Within weeks after Beijing’s issuance
of Notice 1204, Gamesa sent dozens of
Spanish engineers to Tianjin. The engi-
neers did not just oversee the construc-
tion of the assembly plant, but fanned
out to local Chinese companies and be-
gan teaching them how to make a multi-
tude of steel forgings and castings, and
a range of complex electronic controls. 

One Chinese supplier here became so

adept at making a 10-ton steel frame
that keeps a wind turbine’s gearbox and
generator aligned even under gale-force
conditions, and making it so cheaply,
that the Spanish company now ships
the Chinese frame halfway around the
world for turbines that Gamesa assem-
bles at its American plant in Fairless
Hills, Pa. Mr. Calvet said the American
manufacturing sector had been so
weakened in recent decades that for
some components there were no Ameri-
can machinery companies readily avail-
able.

It was not until the summer of 2009,
when senior Obama administration offi-
cials started looking at barriers to
American clean energy exports, that
the United States pressed China hard
about Notice 1204. The Chinese govern-
ment revoked it two months later. 

But by then, the policy was no longer
needed. Some Gamesa wind turbines
exceeded 95 percent local content.

“The objectives of the local content
requirement were achieved, and prob-
ably more achieved than anyone ex-
pected,” said Steve Sawyer, the secre-
tary general of the Global Wind Energy
Council, a trade group based in Brussels
that represents wind energy companies
from around the world, including China.

A Battle Takes Shape
China agreed to abide by the W.T.O.’s

trade rules when it joined the organ-
ization in 2001. And Chinese officials,
when willing to comment on such mat-
ters at all, typically defend their actions
as being within the bounds of fair play. 

Li Junfeng, an official at the National
Development and Reform Commission
who oversees renewable energy policy,
defended the local content policy. 

“It was localization support,” Mr. Li
said in an interview. China is a develop-
ing country, he said, and developing

countries need to do what they can to
foster industrial development.

But the Obama administration takes
a different view. It included the local
content rule in the investigation it an-
nounced on Oct. 15, an inquiry into
whether China’s clean energy policies
had violated W.T.O. rules. The investiga-
tion was spurred by the United Steel-
workers union, which has no qualms
about taking on Beijing because it has
no sales contracts at risk in China. 

Zhang Guobao, the director of China’s
National Energy Administration, said at
an Oct. 17 press conference that the
United States was wrong to cite the lo-
cal content rule in its investigation —
because China had already abolished it.

Mr. Zhang did have a point: the W.T.O.’s
main redress for a local content protec-
tion is to push the offending country to
revoke it. 

But the United States investigation of
China goes beyond local content, and
the W.T.O. has other weapons at its dis-
posal.

The trade organization, for example,
has authority to order the repayment of
subsidies a government gives to its ex-
port industries to the detriment of for-
eign competitors. The steelworkers’ pe-
tition cites various forms of subsidies
and support that China has given to its
industries in potential violation of in-
ternational trade rules. That includes
low-interest loans from state-owned
banks and grants of cheap or free land,
as well as other perks not available to
foreign companies operating in China.

As for the state-owned wind farms
that are the main buyers of wind energy
equipment, China has many policies to
preserve their dominance, while lim-
iting market opportunities for foreign
companies that might try to develop
wind farms. 

Those policies — all potential W.T.O.
violations, according to some experts —
are an open secret. 

Earlier this autumn the Chinese wind
turbine maker Ming Yang Wind Power
Group made an initial public offering of
its shares on the New York Stock Ex-
change, as prelude to entering the
American wind energy market. The fi-
nancial disclosures in the company’s
prospectus acknowledged that “we ob-
tained land and other policy incentives
from local governments,” as well as
deals requiring that the municipal gov-
ernments’ wind farms buy turbines
only from Ming Yang. 

China Looks Abroad
Gamesa, among other multinational

turbine makers, so far has benefited
from the growing market in China, de-
spite policies that have increasingly rel-
egated those companies to fighting over
ever-thinner slices of the pie.

But that dynamic could be changing.
The Chinese government is now slow-
ing the approval of new wind farms at
home. The pause, whose duration is un-
clear, is meant to give the national elec-
tricity system time to absorb thousands
of new turbines that have already been
erected and not yet connected to the
grid. 

Gamesa had an ample order book
lined up before the government applied
the brakes. But the government policy
means that the Chinese turbine makers,
having become giants on the backs of
companies like Gamesa, must now look
beyond their captive national market
for further growth. 

Sinovel, China’s biggest wind turbine
maker, has said it wants to become the
world’s largest by 2015. The company’s
chairman and president, Han Junliang,

said in October at the annual China
Wind Power industry conference in Bei-
jing that his goal was to sell as many
turbines overseas as within China. 

Sinovel is among the Chinese compa-
nies now opening sales offices across
the United States in preparation for a
big export push next year. They are
backed by more than $13 billion in low-
interest loans issued this past summer
by Chinese government-owned banks;
billions more are being raised in initial
public offerings led mainly by Morgan
Stanley this autumn in New York and
Hong Kong. 

Multinationals are alarmed. Vestas,
for example, is closing four factories in
Denmark and one in Sweden, and lay-
ing off one-eighth of its 24,000-person la-
bor force this autumn, in an effort to
push its costs down closer to Asian lev-
els, its chief, Mr. Engel, said.

The Chinese push, clouded by the
Obama administration’s investigation of
the steelworkers’ complaint, could com-
plicate the climate change debate in the
West. Wind farm developers in the West
are worried that Western governments
may be less enthusiastic about encour-
aging renewable energy requirements if
these programs are perceived as creat-
ing jobs in China instead of at home.

The provincial government of Ontario
in Canada now wants to take a page
from China’s playbook by trying to re-
quire 25 percent local content for wind
energy projects and 50 percent for solar
power projects in the province. The Jap-
anese government responded by filing a
W.T.O. complaint against Canada in
September, asserting that Ontario was
violating the W.T.O. prohibition on local
content requirements. By contrast, Ja-
pan has never filed a W.T.O. complaint
on any issue against China, for fear of
harming diplomatic relations with its
large neighbor. 

Meanwhile, the Chinese government
is intent on turning its wind energy in-
dustry into the global leader, helping
manufacturers coordinate export strat-
egies and providing various sorts of
technical assistance. 

Mr. Li, the overseer of the Chinese re-
newable energy industry, publicly ex-
horted the leaders of the nation’s big-
gest wind turbine makers at the China
Wind Power conference, a three-day
event that drew hundreds of executives
from around the world.

“You cannot be called a winner if you
are the leader for three or five years,”
Mr. Li told the Chinese executives. “You
can only stand on the top line if you are
the leader for 100 or 200 years.”

The Chinese presidents sat quietly
and respectfully, chins down. Senior ex-
ecutives from the foreign manufactur-
ers — including Vestas, G.E. and Game-
sa — sat alongside them, staring
straight ahead in stony silence.

By Setting the Rules, China Wins the Wind Power Game
From Page A1

PHOTOGRAPHS BY DOUG KANTER FOR THE NEW YORK TIMES

Gamesa’s wind turbine factory in Tianjin, China. The Spanish company, to
win permission to establish itself there, was required to source components
from local suppliers, which the company had to train.

Turbine components from China are
now being shipped by Gamesa to its
customers in other markets.
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ANNUAL DELIVERIES OF 
WIND TURBINES IN CHINA
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Foreign wind turbine makers 
like Gamesa and Vestas have 
lost ground in China to 
domestic companies since 
the government set local 
content rules in 2005.

Surpassed
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Next: How China’s influence is felt in the
American wind industry.

A translation of a document issued
by China’s top economic policy

agency, the National Development and
Reform Commission, declaring that
wind farms had to buy equipment in
which at least 70 percent of the value
was domestically manufactured. 
nytimes.com/businessday
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By LYNNLEY BROWNING

Federal prosecutors on Tues-
day accused a former UBS bank-
er of advising wealthy American
clients to avoid disclosing their
hidden offshore accounts held at
a smaller Swiss bank because
they were unlikely to attract
scrutiny from the United States
tax authorities.

The United States attorney’s
office in Miami accused Renzo
Gadola, the head of RG Invest-
ment Partners, an investment ad-
visory firm in Zurich, of conspir-
acy to defraud the United States
by helping wealthy Americans

evade taxes from 2000 through
this month.

Mr. Gadola, a Swiss citizen,
was employed by UBS from 1995
to 2008, when he left to form RG
Investment Partners. He was ar-
rested on Nov. 8 and was to ap-
pear in Federal District Court in
Miami on Tuesday.

Prosecutors also said that an
unidentified co-conspirator, who
was a former senior UBS private
banking executive, had worked
as Mr. Gadola’s partner to help
wealthy Americans evade taxes
through Basler Kantonalbank, a
Swiss cantonal bank in Basel. 

The co-conspirator, a Swiss cit-
izen, oversaw hundreds of Ameri-
can clients. When he left in 2003
to set up an independent invest-
ment firm in Switzerland, he took
about 150 UBS clients with him,
prosecutors said.

The accusation, which was
filed as a criminal information,
underscores how Swiss bank se-
crecy continues to flourish de-
spite the recent United States
crackdown on UBS, Switzer-
land’s largest bank, in connection
with offshore private banking
services that enabled wealthy
Americans to evade taxes.

In particular, the charge sheds
new light on how Swiss bankers
continued to sell tax-evasion
services even while American au-
thorities turned up the heat on
UBS. The nearly four-year scru-
tiny of UBS, which ended last
month, led many larger Swiss
banks to alter or discontinue
their offshore services. In the
wake of the UBS investigation,
the I.R.S. said it was increasing
its scrutiny of other banks. 

According to the criminal in-
formation, a wealthy client from
Mississippi told the unidentified
Swiss banker in September 2009

that he wanted to participate in a
voluntary disclosure program
from the I.R.S. that allowed tax-
payers to come forward and re-
port their secret offshore ac-
counts in exchange for lesser
penalties. The client had inher-
ited $400,000 in cash and stored it
in a box in Mississippi before
putting it in UBS and later Basler
Kantonalbank.

But the Swiss banker told the
client that his Basler account was
too small to bother disclosing and
that doing so “would bring trou-
ble for both of them.” When the
client pressed further, the Swiss

banker suggested that he falsify
banking records to make the
money look like a loan.

Last month, Mr. Gadola told
the client that he and his partner,
the unidentified co-conspirator,
had withdrawn the client’s
money from Basler and were
keeping it in cash in their shared
offices. “There is no paper trail,”
Mr. Gadola told the client, ac-
cording to the document. 

That Mr. Gadola was charged
in a criminal information and not
indicted suggests that he may be
cooperating with American in-
vestigators.

Ex-UBS Banker Is Accused of Advising Americans to Evade Taxes at a Small Swiss Bank

someone else would have done it,” said
Jorge Calvet, Gamesa’s chairman and
chief executive.

Gamesa, an old-line machinery com-
pany that entered the wind turbine
business in 1994, is a modern Spanish
success story.

Its factories in Pamplona and else-
where in Spain have produced wind tur-
bines installed around the world. With
sales of $4.4 billion last year, Gamesa is
the world’s third-largest turbine maker,
after Vestas of Denmark, the longtime
global leader, and G.E. 

With its relatively low Spanish labor
costs, Gamesa became an early favorite
a decade ago when China began buying
significant numbers of imported wind
turbines, as Beijing started moving to-
ward clean energy. Gamesa also moved
early and aggressively to beef up sales
and maintenance organizations within
China, amassing 35 percent of the mar-
ket by 2005.

But Chinese officials had begun to
slip new provisions into the bidding re-
quirements for some state-run wind
farms, requiring more and more of the
content of turbines to be equipment pro-
duced within China — not imported. 

Those piecemeal requirements soon
led to a blanket requirement. On July 4,
2005, China’s top economic policy agen-
cy, the National Development and Re-
form Commission, declared that wind
farms had to buy equipment in which at
least 70 percent of the value was domes-
tically manufactured. 

“Wind farms not meeting the require-
ment of equipment localization rate
shall not be allowed to be built,” stated
the directive, known as Notice 1204.

Trade lawyers say that setting any lo-
cal content requirement — let alone one
stipulating such a high domestic share
— was a violation of the rules of the
World Trade Organization, the interna-
tional body that China had joined just
four years earlier. Joanna I. Lewis, a
Georgetown University professor who
is a longtime adviser to Chinese policy
makers on wind energy, said she and
others had repeatedly warned Beijing
that the local-content policy risked pro-
voking a W.T.O. challenge by other
countries. 

But the Chinese government bet cor-
rectly that Gamesa, as well as G.E. and
other multinationals, would not dare
risk losing a piece of China’s booming
wind farm business by complaining to
trade officials in their home countries. 

Rather than fight, Gamesa and the
other leading multinational wind tur-
bine makers all opted to open factories
in China and train local suppliers to
meet the 70 percent threshold. 

Mr. Calvet said Gamesa would have
opened factories in China at some stage,
regardless of the content policy.

“If you plan to go into a country,” Mr.
Calvet said, “you really need to commit
to a country.” 

Ditlev Engel, the chief executive of
Vestas, said in an interview, “We
strongly believed that for us to be com-
petitive in China, it was very important
for us to develop an Asia supplier base.”

A top executive at a rival of Gamesa
and Vestas, who insisted on anonymity
for fear of business retaliation by Bei-
jing, said that multinationals had an-
other reason for going along with Chi-
na’s dictates: “Everybody was too
scared.”

Local Production
There is a difference between setting

up an assembly plant in a host company
— as many European wind turbine com-
panies, including Gamesa, have done in
the United States, for example — and
ceding the production of crucial parts to
companies in the host country. 

In the United States, where there are
no local-content requirements, the wind
turbine industry uses an average of 50
percent American-made parts. For its
American operations, Gamesa relies
somewhat more than that on American
suppliers, but it still imports some parts
from Spain, including crucial gearbox-
es. 

Within weeks after Beijing’s issuance
of Notice 1204, Gamesa sent dozens of
Spanish engineers to Tianjin. The engi-
neers did not just oversee the construc-
tion of the assembly plant, but fanned
out to local Chinese companies and be-
gan teaching them how to make a multi-
tude of steel forgings and castings, and
a range of complex electronic controls. 

One Chinese supplier here became so

adept at making a 10-ton steel frame
that keeps a wind turbine’s gearbox and
generator aligned even under gale-force
conditions, and making it so cheaply,
that the Spanish company now ships
the Chinese frame halfway around the
world for turbines that Gamesa assem-
bles at its American plant in Fairless
Hills, Pa. Mr. Calvet said the American
manufacturing sector had been so
weakened in recent decades that for
some components there were no Ameri-
can machinery companies readily avail-
able.

It was not until the summer of 2009,
when senior Obama administration offi-
cials started looking at barriers to
American clean energy exports, that
the United States pressed China hard
about Notice 1204. The Chinese govern-
ment revoked it two months later. 

But by then, the policy was no longer
needed. Some Gamesa wind turbines
exceeded 95 percent local content.

“The objectives of the local content
requirement were achieved, and prob-
ably more achieved than anyone ex-
pected,” said Steve Sawyer, the secre-
tary general of the Global Wind Energy
Council, a trade group based in Brussels
that represents wind energy companies
from around the world, including China.

A Battle Takes Shape
China agreed to abide by the W.T.O.’s

trade rules when it joined the organ-
ization in 2001. And Chinese officials,
when willing to comment on such mat-
ters at all, typically defend their actions
as being within the bounds of fair play. 

Li Junfeng, an official at the National
Development and Reform Commission
who oversees renewable energy policy,
defended the local content policy. 

“It was localization support,” Mr. Li
said in an interview. China is a develop-
ing country, he said, and developing

countries need to do what they can to
foster industrial development.

But the Obama administration takes
a different view. It included the local
content rule in the investigation it an-
nounced on Oct. 15, an inquiry into
whether China’s clean energy policies
had violated W.T.O. rules. The investiga-
tion was spurred by the United Steel-
workers union, which has no qualms
about taking on Beijing because it has
no sales contracts at risk in China. 

Zhang Guobao, the director of China’s
National Energy Administration, said at
an Oct. 17 press conference that the
United States was wrong to cite the lo-
cal content rule in its investigation —
because China had already abolished it.

Mr. Zhang did have a point: the W.T.O.’s
main redress for a local content protec-
tion is to push the offending country to
revoke it. 

But the United States investigation of
China goes beyond local content, and
the W.T.O. has other weapons at its dis-
posal.

The trade organization, for example,
has authority to order the repayment of
subsidies a government gives to its ex-
port industries to the detriment of for-
eign competitors. The steelworkers’ pe-
tition cites various forms of subsidies
and support that China has given to its
industries in potential violation of in-
ternational trade rules. That includes
low-interest loans from state-owned
banks and grants of cheap or free land,
as well as other perks not available to
foreign companies operating in China.

As for the state-owned wind farms
that are the main buyers of wind energy
equipment, China has many policies to
preserve their dominance, while lim-
iting market opportunities for foreign
companies that might try to develop
wind farms. 

Those policies — all potential W.T.O.
violations, according to some experts —
are an open secret. 

Earlier this autumn the Chinese wind
turbine maker Ming Yang Wind Power
Group made an initial public offering of
its shares on the New York Stock Ex-
change, as prelude to entering the
American wind energy market. The fi-
nancial disclosures in the company’s
prospectus acknowledged that “we ob-
tained land and other policy incentives
from local governments,” as well as
deals requiring that the municipal gov-
ernments’ wind farms buy turbines
only from Ming Yang. 

China Looks Abroad
Gamesa, among other multinational

turbine makers, so far has benefited
from the growing market in China, de-
spite policies that have increasingly rel-
egated those companies to fighting over
ever-thinner slices of the pie.

But that dynamic could be changing.
The Chinese government is now slow-
ing the approval of new wind farms at
home. The pause, whose duration is un-
clear, is meant to give the national elec-
tricity system time to absorb thousands
of new turbines that have already been
erected and not yet connected to the
grid. 

Gamesa had an ample order book
lined up before the government applied
the brakes. But the government policy
means that the Chinese turbine makers,
having become giants on the backs of
companies like Gamesa, must now look
beyond their captive national market
for further growth. 

Sinovel, China’s biggest wind turbine
maker, has said it wants to become the
world’s largest by 2015. The company’s
chairman and president, Han Junliang,

said in October at the annual China
Wind Power industry conference in Bei-
jing that his goal was to sell as many
turbines overseas as within China. 

Sinovel is among the Chinese compa-
nies now opening sales offices across
the United States in preparation for a
big export push next year. They are
backed by more than $13 billion in low-
interest loans issued this past summer
by Chinese government-owned banks;
billions more are being raised in initial
public offerings led mainly by Morgan
Stanley this autumn in New York and
Hong Kong. 

Multinationals are alarmed. Vestas,
for example, is closing four factories in
Denmark and one in Sweden, and lay-
ing off one-eighth of its 24,000-person la-
bor force this autumn, in an effort to
push its costs down closer to Asian lev-
els, its chief, Mr. Engel, said.

The Chinese push, clouded by the
Obama administration’s investigation of
the steelworkers’ complaint, could com-
plicate the climate change debate in the
West. Wind farm developers in the West
are worried that Western governments
may be less enthusiastic about encour-
aging renewable energy requirements if
these programs are perceived as creat-
ing jobs in China instead of at home.

The provincial government of Ontario
in Canada now wants to take a page
from China’s playbook by trying to re-
quire 25 percent local content for wind
energy projects and 50 percent for solar
power projects in the province. The Jap-
anese government responded by filing a
W.T.O. complaint against Canada in
September, asserting that Ontario was
violating the W.T.O. prohibition on local
content requirements. By contrast, Ja-
pan has never filed a W.T.O. complaint
on any issue against China, for fear of
harming diplomatic relations with its
large neighbor. 

Meanwhile, the Chinese government
is intent on turning its wind energy in-
dustry into the global leader, helping
manufacturers coordinate export strat-
egies and providing various sorts of
technical assistance. 

Mr. Li, the overseer of the Chinese re-
newable energy industry, publicly ex-
horted the leaders of the nation’s big-
gest wind turbine makers at the China
Wind Power conference, a three-day
event that drew hundreds of executives
from around the world.

“You cannot be called a winner if you
are the leader for three or five years,”
Mr. Li told the Chinese executives. “You
can only stand on the top line if you are
the leader for 100 or 200 years.”

The Chinese presidents sat quietly
and respectfully, chins down. Senior ex-
ecutives from the foreign manufactur-
ers — including Vestas, G.E. and Game-
sa — sat alongside them, staring
straight ahead in stony silence.

By Setting the Rules, China Wins the Wind Power Game
From Page A1
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Gamesa’s wind turbine factory in Tianjin, China. The Spanish company, to
win permission to establish itself there, was required to source components
from local suppliers, which the company had to train.

Turbine components from China are
now being shipped by Gamesa to its
customers in other markets.
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like Gamesa and Vestas have 
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domestic companies since 
the government set local 
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Next: How China’s influence is felt in the
American wind industry.

A translation of a document issued
by China’s top economic policy

agency, the National Development and
Reform Commission, declaring that
wind farms had to buy equipment in
which at least 70 percent of the value
was domestically manufactured. 
nytimes.com/businessday
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