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ABSTRACT

Studies on environmental governance have mainly focused on the relationship between local state, market, and
community. However, how an environmental agenda is achieved by multi-scalar state actors and how these
multi-scalar interventions reshape urban spatial politics have been understudied. This research investigates the
protection of Erhai Lake in Dali, a third-tier city in Western China. Erhai Lake protection is a high-profile
initiative proposed by the top leader. However, it is not only conducted through a top-down target-setting
authoritarian system but has also invoked market and state interventions from various scales. Based on this case,
we first reflect on statecraft in governing environmental sustainability in China, which manifested in mobilizing
hybrid instruments to achieve the environmental goal. Second, environmental practices at the local scale do not
municipalize environmental resources. Instead, the provincial-level state stands out in influencing local regu-
lations and deploying state-owned enterprises to achieve environmental and economic ends. These actions
peripheralize local city authorities in economic development, social management, and environmental assets
management, undermining the entrepreneurial stance of the city government. This research contributes to un-

derstanding the co-evolution of urban spatial politics and environmental practices.

1. Introduction

While cities are at the frontier of dealing with wider processes such as
climate change, economic downturn, financialization, and fiscal short-
falls, local governments have incorporated multiple logics rather than
only for economic growth (Bulkeley & Castan Broto, 2013; Peck, 2017;
Wu et al., 2022). “Municipal statecraft” emerges in various contexts and
manifests in numerous forms, such as financialized statecraft, entre-
preneurial municipalism, and radical municipalism (Lauermann, 2018;
Roth et al., 2023; Thompson et al., 2020). The entrepreneurial stance of
municipal states needs to be interrogated (Lauermann, 2018). Mean-
while, cities are the frontier of protecting the environment, achieving
green goals, and implementing environmental projects (Beeson, 2010;
While et al., 2004, 2010). Taking a relational view of statecraft, prac-
tices for building environmental sustainability are not just “local” but
entail multi-scalar involvement and rebuild urban spatial politics
(Cirolia & Harber, 2022; Pike et al., 2019). Municipal states become
both the subject and the object of such transformation. Situating envi-
ronmental governance in a transforming urban governance dialogue
(Wu et al., 2024), this research illustrates how an environmental project

is implemented and mediated by muti-scalar state practices in China and
how environmental practices transform urban spatial politics.

In China, the environmental agenda is integrated into urban gover-
nance agendas for three reasons. First, the central initiative has shifted
from focusing on economic growth to green and sustainable develop-
ment (Kostka & Zhang, 2018; A. L. Wang, 2013). Local governments
confront top-down pressures to protect the environment and align with
the central policies (Chang et al., 2016; Pow, 2018; W. Wang, Wu, &
Zhang, 2023). Second, with the increasing concern about pollution and
environmental quality, investors prefer locations with green landscapes
and recreational facilities. This is also associated with the upgrading and
industrial transformation of the Chinese economy (Chung et al., 2018).
Third, growing public concerns about air pollution and environmental
quality lead to environmental agendas in urban development. Although
forces from both above and below exist, municipal states are dealing
with more pressing environmental targets from the central state in China
(Chang et al., 2016; Chen, 2022; Pow & Neo, 2013; F. Zhang et al., 2022;
F. Zhang & Wu, 2022). Existing studies focus on “authoritarian envi-
ronmentalism” characterized by the campaign style, target-setting,
command, and control mechanism in achieving central-initiated
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environmental goals in China (Gilley, 2012; Kostka & Zhang, 2018; Lo,
2015). Nevertheless, local operations are more complicated than coer-
cive enforcement, involving versatile practices, contradictions, conflicts,
and power restructuring.

This study investigates how a centrally initiated environmental
agenda is implemented through various multi-scalar statecraft and how
environmental practices reshape urban spatial politics based on the
protection of Erhai Lake in Dali. Erhai Lake, the seventh-largest fresh-
water lake in China, is in Dali City,l a third-tier city2 in China. Since
President Xi Jinping visited Dali and commented on Erhai Lake pro-
tection in 2015, improving the environmental quality of Erhai Lake has
become the paramount goal of urban governance. Due to proactive
environmental actions, the water quality of Erhai Lake has improved
since 2016. State media reports this as an achievement of President Xi’s
thoughts on ecological civilization (China Economic Weekly, 2018).

We find that multi-scalar state actors are intertwined in conducting
environmental protection and ecological restoration in a less-capable
city. Erhai Lake protection has involved hybrid environmental actions,
including stringent regulations and multiple environmental projects
such as pollutant treatment, greenway construction, and ecological
relocation. These projects demonstrate regulatory, financial, and mar-
ketized forms of environmental statecraft beyond authoritarian coercive
enforcement (Gilley, 2012; Li & Shapiro, 2020; Tilt, 2007). Moreover,
the overriding environmental goal has challenged the nature of the
municipal state. Multi-scalar environmental statecraft has reshaped
urban spatial politics. Environmental actions do not municipalize
environmental resources but marginalize the city’s control over envi-
ronmental resources, economic development, and local affairs.

This paper is organized as follows. The next section reviews the
literature on environmental governance and urban governance research,
followed by a review of environmental governance in China. Based on
the review of authoritarian environmentalism and inspired by recent
studies on statecraft and eco-state restructuring, we propose environ-
mental statecraft as a framework for understanding urban environ-
mental governance. The empirical section explains how a centrally
initiated environmental goal is implemented in Dali by deploying three
types of environmental statecraft. We also reflect on the implications for
urban spatial politics. The conclusion section discusses findings on
environmental governance and urban politics.

2. Urban environmental governance and spatial politics

This research focuses on the co-evolution of environmental gover-
nance and urban spatial politics. First, the state becomes a focal point in
studying environmental governance. Modern states are expected to
carry out multiple imperatives, such as pursuing economic growth,
providing public services, and managing environmental externalities.
Recent studies have shown the pivotal role of the state in addressing
environmental issues globally (Bulkeley & Castan Broto, 2013; Duit
et al., 2016; Sneddon et al., 2022). By proposing “the environmental
state,” Duit et al. (2016) accentuate the “institutions and practices
dedicated to the management of the environment and
societal-environmental interactions” (p. 5). Performing an environ-
mental agenda as a state project has significant implications for urban
spatial politics. For instance, as environmental consensus is increasingly

! Dali Bai Autonomous Prefecture is a prefecture in Yunnan Province,
including several counties and a county-level city of Dali. In this paper, “Dali
City” refers to Dali Bai Autonomous Prefecture and “Dali County” refer to the
county-level city.

2 Dali is classified as a third-tier city by the National Statistical Bureau. This
categorization is mainly based on cities’ economic status. For example, in a
recent report on commodity housing prices, the National Statistical Bureau
categorized 70 cities into three tiers with Dali as a third-tier city. https://www.
gov.cn/lianbo/bumen/202406/content_ 6957699.htm.
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built at a supra-national level, environmental goals and values penetrate
urban spaces from a wider scale (Bulkeley, 2005). Meanwhile, new
forms of environmental governance challenge urban and regional
development and lead to “eco-state restructuring” (While et al., 2010).

Second, environmental governance extends the arena of urban
governance (Bulkeley & Castan Broto, 2013; While et al., 2004). Envi-
ronmental goals are incorporated into the local agenda to challenge
for-growth urban entrepreneurialism. Originally, urban governance
emphasized the integration of market actors into urban development
when facing local fiscal shortfall and inter-city competition (Harvey,
1989; Jessop, 1997; Peck & Tickell, 2002). Local governments act like
entrepreneurs to cooperate with the market to pursue a growth agenda
(McCann, 2017; Molotch, 1976). Entrepreneurialism has dominated
urban politics worldwide, albeit with various relevance and degrees
(Lauermann, 2018). Nevertheless, the state demonstrates new inter-
ventionist strategies in urban affairs, and new municipalism emerges
(Roth et al.,, 2023; Russell, 2019; Thompson et al., 2020). Urban
governance featuring decentralization and public-private partnership
has transformed to a new stage where the art of municipal states in
governance, or “municipal statecraft,” is stressed to achieve goals
beyond growth (Cirolia & Harber, 2022; Lauermann, 2018; McGuirk
et al., 2021).

Urban environmental governance has significant political implica-
tions, as urban space is a spatial scale where multi-scalar power relations
materialize (Smith, 2010; Swyngedouw & Heynen, 2003). Scale is not a
pre-determined territorial or hierarchical concept. Rather, scale is so-
cially constructed and evolving (Brown & Purcell, 2005; Cox, 1998;
Swyngedouw & Heynen, 2003). Urban governance and its recent
transformation seem to advocate a localized governance form to address
social problems, economic issues, and environmental agendas. Howev-
er, scalar politics reject anything inherent in urban or local scale to avoid
the “territorial trap” and “local trap” (Brenner, 2004; Brown & Purcell,
2005). For example, in transboundary water governance, although local
authorities are increasingly present in environmental governance, their
decision-making power may not be strengthened (Norman & Bakker,
2009). Local-scale decision-making can lead to a more democratic city
or a less democratic one (Purcell, 2006). Scale is also dynamic rather
than static (Cox, 1998). The scale per se is unimportant, but specific
processes and practices with scalar dimensions should be analyzed
(MacKinnon, 2011). Reshaping spatial scales in environmental gover-
nance “is an integral part of social strategies to combat and defend
control over limited resources and/or a struggle for empowerment”
(Swyngedouw & Heynen, 2003, p. 913). From a relational perspective,
scalar politics call for a solid understanding of the nested and hierar-
chical articulation of multi-level actors at the urban scale and how these
articulations transform the existing scalar structures.

3. Understanding environmental governance in China

Scholars have used “authoritarian environmentalism” to describe
China’s environmental governance, which is characterized by a top-
down system, coercive policy enforcement, and limited public partici-
pation (Beeson, 2010; Gilley, 2012; Li & Shapiro, 2020; Xie et al., 2019).
China’s environmental governance has its authoritarian dimension in
terms of centrally initiated mandates. Recently, the central state in
China has promulgated “ecological civilization” as an emerging envi-
ronmental imperative (Chung & Xu, 2021; Geall & Ely, 2018; Kostka &
Nahm, 2017; Pow, 2018). It was first mentioned in official documents in
2007 at the CCP’s 17th Congress. President Xi’s government has
expanded this concept and upgraded it to a higher level in the central
policy agenda since 2012. In 2015, the State Council issued an Integrated
Reform Plan for Promoting Ecological Civilization to explain ecological
civilization systematically. This initiative is advertised as the main
achievement of President Xi’s regime (Kostka & Zhang, 2018). The
environmental agenda has become an arena to consolidate the state’s
power (Li & Shapiro, 2020). Authoritarian mechanisms have been
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strengthened in the era of ecological civilization (Geall & Ely, 2018; Lo,
2020).

Two strands of literature complement the understanding of author-
itarian environmentalism in China. First, there has been a central-local
tension when achieving centrally initiated environmental agendas.
The Chinese state apparatus is a complex and heterogeneous body with
intra-state alignment and tensions (Peck & Zhang, 2013). Although
environmental goals are usually promulgated at a higher level, they are
implemented and conducted to various outcomes, contingent upon local
capacities and willingness (Kostka & Nahm, 2017). Local governments
used to protect local industries and conduct enforcement laxly (Lo,
2015). Dealing with non-compliance, campaign-style coercive enforce-
ment has been strengthened recently. For example, the Central Envi-
ronmental Inspection Team was devised by central authorities to exert
significant control over local implementation and ensure compliance
(Lo, 2020; W. Shen & Jiang, 2021).

Second, society plays a role in influencing policy-making and envi-
ronmental actions (Teets, 2018; C. Zhang, 2023; Zhu et al., 2023). The
so-called authoritarianism is actually fragmented, allowing societal
groups and individuals to influence the political process “by adopting
strategies necessary to work within the structural and procedural con-
straints of the fragmented authoritarianism framework.” (Mertha, 2009,
p- 996) For example, Teets (2018) contends that civil society organiza-
tion can access government officials to change environmental policies,
challenging the previous understanding of authoritarian environmen-
talism. Civil activism is tolerated to monitor local officials and enhance
accountability in environmental governance (Zhu et al., 2023). Scholars
also notice the important role of citizens’ complaints and surveillance in
reshaping the implementation of environmental regulations (Tilt, 2007).
Hence, the actual operations of environmental governance are compli-
cated by intra-state tensions and the fragmented authoritarian
framework.

At the urban level, how and to what extent does the central envi-
ronmental imperative dilute or divert urban entrepreneurial governance
and the tensions herein? The latter, featuring place-making campaigns,
urban sprawl, and land finance, has been a predominant model of
contemporary urban development in China (G. C. S. Lin, 2014; J. Shen &
Wu, 2012; Su, 2015). On the one hand, local governments act proac-
tively to achieve environmental targets that are facing top-down pres-
sures (Xie et al., 2019). Local actions are characterized by
campaign-style and coercive enforcement (Liu et al., 2015). In the
context of ecological civilization, local governments seek to align with
the central mandates to reinforce specific environmentally friendly ap-
proaches (Chang et al., 2016; Chung & Xu, 2021). In some circum-
stances, environmental goals are strictly planned and implemented (Xie
et al., 2019; F. Zhang et al., 2022).

On the other hand, local governments are not simply faithful allies
with the central state. They utilize and deploy sources for their own
purposes and carry out the central strategic will to various extents (L. Y.
Zhang, 2021). For example, some local governments use environmental
themes as a disguise to pursue entrepreneurial growth. Based on their
study of an eco-city in Dongtan, Pow and Neo (2013) argue that an
eco-city is only “a legitimization strategy for the pro-growth entrepre-
neurial city” (p. 2267). Besides legitimization, urban environmental
projects are driven by land-based finance (Chien, 2013). Greening goals
are selectively adopted to facilitate economic development, while
environmental achievement is a byproduct. In environmental politics in
Guiyang, the central-local relationship is interpreted as a vehicle for
achieving local development-centered objectives (Chung & Xu, 2021).
Although there is a significant trend of re-centralization in governing
environmental issues, local outcomes vary (Kostka & Nahm, 2017; W.
Shen & Jiang, 2021).

In sum, while environmental governance in China is characterized by
centralized political intentions, environmental actions on the ground are
more complex. First, the agenda of the municipal state is diversified
rather than merely environmental or developmental. The local
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implementation of “authoritarian environmentalism” is constrained by
the pursuit of economic development (Lo, 2015). Second, even though
environmental policy is non-participatory, local governments cannot
avoid dealing with society. For example, environmental regulations may
lead to social tensions that local governments have to deal with (Tilt,
2007). Tackling social discontent also reshapes local policies and ac-
tions. Third, delivering environmental goals is not only achieved
through a top-down command control system. The implementation
largely depends on local maneuvers and governance innovations, which
are highly contingent (Chang et al., 2016; F. Zhang et al., 2022).

4. Theorizing statecraft in governing environmental
sustainability

We engage with studies on urban politics and environmental
governance to understand urban environmental governance in China.
First, echoing recent studies emphasizing the role of the municipal state
and versatile local approaches in dealing with imperatives from above
and below, we find that “statecraft” is helpful in theorizing urban
environmental governance (Wu et al., 2024). Statecraft was originally
proposed by Bulpitt (1986) to analyze the art of elections and governing
in British politics. Recent studies on urban governance have developed
this concept to unpack the art of governing, especially at the urban level.
According to Pike et al. (2019), city statecraft is “the art of city gov-
ernment and management of state affairs and relations,” which “is open
to the involvement of multiple states, para-state and non-state actors”
(p.89). Municipal/city statecraft incorporates multiple innovative forms
such as financialized statecraft, diplomatic statecraft, and
socially-engaged statecraft (Lauermann, 2018; Pike et al., 2019; Teo,
2023). It is fundamentally a relational perspective concerning
multi-scalar power dynamics at the local while putting the municipal
government at the core (Cirolia & Harber, 2022). Municipal statecraft
highlights the operations of the local government in a nested hierar-
chical relation, which is also valuable for unpacking urban governance
in China, featuring government-led governance innovations.

Nevertheless, statecraft at the urban level is not necessarily equal to
municipal statecraft. Echoing a call from Cox (1998), local politics do
not necessitate the involvement of local branches of the state. The
analysis centered on the local state is problematic because there is “the
tendency to relegate to the analytical backdrop the multi-scalar con-
nections through which urban economy-environment relations are made
and unmade” (Chung & Xu, 2021, p. 689). Wu (2018) uses ‘“state
entrepreneurialism” to combine two significant governance features in
China: planning centrality and market instruments. Different from urban
entrepreneurialism, “state entrepreneurialism” stresses the leading role
of the state, both in terms of central initiatives and local state capacity.
The municipal government is a “representational form of state entre-
preneurialism. The territorial form represents multiple scales beyond
the city itself” (Wu, 2017, p. 155). The local state space has been
significantly reshaped by multi-scalar state involvement in China (Su,
2022). Hence, unlike “municipal statecraft,” which regards the munic-
ipal state as a principal body in governing local affairs, we use “state-
craft” to analyze how multi-scalar state actors and agencies influence
urban governance. Especially in China, multi-scalar statecraft rather
than “municipal statecraft” is appropriate for addressing hierarchical
influence and innovative crafts (Kostka & Nahm, 2017; Wu et al., 2022).

This framework also resembles eco-state restructuring in environ-
mental governance, which focuses on how “environmental policy is
located within the assemblage of state strategies, as well as the ways in
which trajectories of state environmental regulation are shaped by
processes of struggle, negotiation and compromise between different
interests within and across different scales of territoriality” (While et al.,
2010, p. 89). Inspired by eco-state restructuring, scholars have illus-
trated the important role of the Chinese state in environmental gover-
nance in terms of centralized planning and rescaling processes (Chang
et al.,, 2016; Chung & Xu, 2016; W. Wang, Wu, & Zhang, 2023).
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Nevertheless, studies on eco-state restructuring have mainly focused on
regulatory tools (Chang et al., 2016; W. Wang, Wu, & Zhang, 2023).S. Y.
Lin (2021) illustrates the evolution of environmental governance in
incorporating diversified actors (such as SOEs) to achieve resource
management in China. Eco-state restructuring provides an example of
understanding environmental governance in scalar politics.

In dialogue with the literature on urban governance and environ-
mental governance, we propose “environmental statecraft” for under-
standing urban environmental governance in China. By putting the state
in the foci of analysis, environmental statecraft foregrounds how a state-
led environmental goal is achieved through innovative statecraft,
incorporating the mobilization of multi-scalar state actors, financial
instruments, and market mechanisms and how these innovations
reshape urban spatial politics. First, this framework highlights the
assemblage of multi-scalar state(s) strategies in initiating and achieving
strategic political agendas, similar to eco-state restructuring (Chung &
Xu, 2016; S. Y. Lin, 2021; W. Wang, Wu, & Zhang, 2023). Second,
environmental statecraft emphasizes the grounded practices of
achieving environmental goals by utilizing not only regulatory tools but
also market mechanisms, such as development corporations and finan-
cial techniques (Feng et al., 2023; F. Zhang et al., 2022). Third, focusing
on the involvement of multi-scalar state actors in local environmental
governance, we foreground the selectivity of statecraft and discuss its
implications for urban spatial politics. Specific mechanisms can be
mobilized to produce a certain order, while the selection of technologies
is subject to specific contexts and conditions (Jessop, 2007). Grounded
operations of governing technologies are critical as they broadly reflect
the capacity and the limit of environmental statecraft in a particular
context of environmental governance.

5. Protecting Erhai Lake in Dali

Empirically, this research studies how a centrally initiated environ-
mental agenda—FErhai Lake protection—is implemented in Dali City.
Erhai Lake is in the middle of Dali City (Fig. 1). It covers an area of 250
square kilometers. Erhai Lake is famous for its scenery and contributes to
the local tourism industry. Nevertheless, ecological degradation has
become a severe issue since the 2000s because of unregulated urban
sprawl, waterside tourism, sewage disposal, and increasing population
in the basin area.
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Erhai Lake protection is a typical example of studying environmental
statecraft in China for three reasons. First, the protection of Erhai Lake
has strategic significance. In 2015, President Xi visited Dali and inves-
tigated the protection of Erhai Lake. He commented that “Erhai must be
protected well.” He said he “will come back a few years later and hope
the water will be cleaner” (China Economic Weekly, 2018). Since then,
Dali’s central goal has been the ecological treatment and protection of
Erhai Lake.

Second, Erhai’s ecological protection reflects the involvement of
multi-level state actions, especially the prominent role of the provincial-
level state, which complicates the existing central-local relationship.
Following an explanation of authoritarian environmentalism (Gilley,
2012; Li & Shapiro, 2020), the central initiative of Erhai Lake protection
would become effective through a top-down target-setting system.
However, the protection did not progress at the first stage after President
Xi’s visit. The main constraint is the governance capacity of the
municipality—Dali City government. Dali has limited fiscal income and
governance experience. In 2016, the water quality of Erhai Lake dete-
riorated compared to 2015, the year when President Xi visited. Then, the
top leader of Yunnan province commented on this issue and urged the
Dali City government to “take decisive measures, initiate rescue mode”
to protect Erhai Lake (Yunnan Provincial Government, 2017). Since
2017, the “battle to prevent and control pollution in Erhai Lake” has
begun. It includes eight categories: pollution interception, ecological
relocation, mine remediation, agricultural pollution control, river
treatment, watershed ecological restoration, excessive development and
construction control, and water quality enhancement and improvement
(Yunnan Provincial Department of Ecology and Environment, 2018).
The entanglements of multi-scalar state actors are reified in this case.

Third, the protection of Erhai Lake demonstrates environmental
statecraft as the environmental agenda is conducted through a hybrid of
administrative, market-like, and financial instruments with nested
multi-scalar state interventions rather than merely relying on coercive
policy enforcement. For instance, we will show later that the provincial
government intervenes both in an administrative manner and through a
market form—state-owned enterprises (SOEs).

The case study is based on a thorough analysis of documents, ar-
chives, reports, and site visits in 2022 and 2023. We conducted semi-
structured interviews with 32 stakeholders in Erhai Lake protection,
including government officials, residents, homestay managers, experts,
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Fig. 1. The location of Dali City in China.
Source: Authors.
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scholars, and urban planners. The interviews were about their experi-
ence of Erhai Lake protection and reflections on environmental prac-
tices. Several interviews were not recorded because these interviewees
considered Erhai Lake protection to be a sensitive topic. In these cases,
field notes were taken. We also analyzed policy documents, official re-
ports, and relevant statistics from governments, press media, and in-
stitutions. All the data were analyzed thematically.

5.1. Regulation as an administrative form of environmental statecraft

First, regulation is an important form of environmental statecraft.
While existing studies have highlighted top-down target-setting and
enforcement in environmental governance (Gilley, 2012), this research
analyzes local-devised regulations under multi-scalar political pressures.
The Yunnan government stepped in and called for urgent action to
protect Erhai Lake in 2016. In response, Dali has analyzed the source of
pollution, compiled a plan for Erhai Lake protection, and implemented a
series of regulations since 2017.

There were two main causes of Erhai Lake pollution—agricultural
pollution and domestic pollution. The first category—agricultural
pollution — is caused by the runoff of chemical fertilizers used to
cultivate agricultural products. As Erhai Lake is surrounded by villages
and towns, pollutants from households and agriculture nearby can be
easily transferred to the lake, especially in rainy seasons. To combat
agricultural pollution, Dali has enacted stringent agricultural regula-
tions since 2017. These regulations restrict fertilizer use and change the
planting structure, prohibiting the cultivation of plants that require
excessive water and fertilizer. The most influential ban is about garlic.
Garlic used to be the main cash crop in Dali. However, planting garlic
consumes more water and fertilizers than other crops, such as rice.
Therefore, garlic has been completely prohibited since 2017 on farm-
land near Erhai and the watershed. Eryuan County, located upstream of
Erhai Lake, is an example (Fig. 1). Its pillar industry is agriculture. The
prohibition of garlic is detrimental to the agriculture-based local econ-
omy. Farmers used to plant garlic and earn 30,000 yuan per mu (~US
$62,000 per hectare), while they can only get 3000-4000 yuan per mu
(~US$6200-8200 per hectare) for rice (interviews with residents, June
2023). The government gives around 1200 yuan (~US$2500 per hect-
are) to support farmers in switching crops, which is far less than the
sacrifice of farmers. Several ecological scholars found whether planting
garlic directly leads to Erhai Lake pollution is debatable. However, “at
that time, something must be done” (Interviewee 21, June 08, 2023).

The other set of strict regulations deals with pollution from tourism
and households next to Erhai Lake. As the lake is famous for its
breathtaking scenery, it contributes largely to Dali and even Yunnan
province tourism. Most of the shoreline of Erhai Lake is occupied by
villages and towns, where small-scale homestays and restaurants have
developed rampantly since 2010. The most severe issue was that res-
taurants and homestays discharged domestic sewage directly into Erhai
Lake, causing significant pollution. In 2017, Dali started to compile a
protection plan to re-designate the core area for Erhai Lake protection.
Together with the planning process, all the homestays and restaurants in
the watershed area were forcefully closed for rectification. In total, 2498
businesses were suspended by the government. This soon intensified
discontent from residents, especially from the owners of homestays. The
city government solved the pollution problem by building a 129-km
sewage pipeline surrounding Erhai Lake to intercept domestic
discharge, accomplished in 2018. During construction, most restaurants
and homestays remained closed from 2017 to 2018. Even after the
sewage infrastructure was finished, small businesses could no longer
open next to Erhai Lake. That is because the Dali government compiled a
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plan for protecting Erhai Lake and drew “three lines."> Any buildings
located in the protection area (15 m) must be demolished and relocated.
This project was called the 1860 Ecological Relocation Plan because the
plan aimed to relocate 1860 households. Homestays and residential
buildings next to the waterfront were demolished and relocated.
Moreover, the Dali government has suspended the issuance of permits
for homestays or restaurants since 2016 for Erhai Lake protection. These
regulations have severely impacted local businesses near Erhai Lake.

Moreover, the Dali City government promulgated “Regulations for
the Protection and Management of Erhai Lake in Dali” in 2019, pushing
Erhai Lake protection to the strictest level in the history of Dali. This
document divides the watershed area into three levels of protection
zones with corresponding policies. The first-level protection zone spec-
ifies the area within 100 m beyond the historical highest water level of
Erhai Lake.” In this area, the construction, reconstruction, and expan-
sion of buildings unrelated to the ecological protection of Erhai are
prohibited (Dali City government, 2019). It even encourages residents in
the second-level protection zone to be relocated. Buildings near Erhai
Lake should “only decrease rather than increase” (zhijian buzeng). Ac-
cording to the regulations, residents in the protection area would be
resettled in Weishan County, a county in Dali outside the watershed
(Fig. 1).

However, there are three practical issues. First, ideally, residents
should be relocated far away from the Erhai Lake watershed to eliminate
the pollution of human activities. However, residents were unwilling to
be replaced that far (Interviewee 14, June 05, 2023). Second, relocating
all the residents in the first-level protection area required enormous
funds to compensate tens of thousands of people, which the Dali gov-
ernment could not afford (Interviewee 30, November 14, 2023). Third,
the employment of the relocated people would be another severe issue.
Hence, the massive relocation plan was halted, though mentioned in the
policy document.

These practices demonstrate multi-scalar involvement and local
pragmatic adaptation in regulatory statecraft. First, although all these
policies were stipulated or enacted by the city government, they were
urged and influenced by higher-level governments. For instance, the
central environmental protection inspection team has investigated the
issue of Erhai Lake protection several times since 2016. It inspected
various problems and urged the municipal government to respond
(Ministry of Ecology and Environment, 2021). Also, the regulations in
2019 were compiled by the city government but advocated and
approved by the provincial government. Dali was at the receiving end of
political pressures. At that time, “local in power (local officials) seemed
somewhat determined to ensure that water quality improves at any cost”
(Interviewee 5, May 30, 2023). Hence, strict regulations were enacted
regardless of local employment or tourism industry. However, although
the city government promulgated the strictest regulations on Erhai
protection in 2019, massive demolition and relocation have not been
enacted. The policy was promulgated to respond to political pressures,
while the actual implementation requires practical considerations
(Kostka & Nahm, 2017; K. Wang, Wu, & Zhang, 2023). Recently, the city
government has lifted restrictions on the tourism industry near Erhai
Lake because of escalating social discontent. Therefore, regulation is a
form of statecraft implemented selectively and adaptively by the city
government to cope with pressures from above and below.

5.2. Bond as a financial form of environmental statecraft

Erhai Lake protection demands massive funds. This section illus-
trates how the city government mobilizes local government bonds as a

3 Three lines are blue, green, and red lines. The blue line indicates the water
area. The green line highlights green spaces (15 m to Erhai). The red line il-
lustrates the protective area (100 m to Erhai).

* Historical highest level: 1966 m.
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financial form of environmental statecraft. The city government planned
a series of ecological projects for Erhai Lake protection, including
sewage interception and treatment, relocation, and wetland construc-
tion. However, it had a weak public finance. The city government
resorted to the provincial government, borrowing widely and utilizing
the local government bond for re-financing. Nevertheless, financial
statecraft has deteriorated the local fiscal situation.

From 2015 to 2022, Dali invested 18.34 billion yuan (~US$2.5
billion) in Erhai Lake protection. The environmental objective received
direct central fiscal support of 2.86 billion yuan (~US$0.4 billion) as it is
a significant project with central attention. However, the major funding
source is not central or local revenue but local government bonds. In
2019, Yunnan province (on behalf of Dali City) issued a bond of 3 billion
yuan (~US$0.4 billion) to protect and improve the ecological condition
of Erhai Lake.

This bond was issued against 42 small environmental projects for
Erhai protection. It is a ten-year local government bond with an interest
rate of 3.41%. The bond covers various projects ranging from water
supply, sewage treatment, waste treatment, and ecological restoration to
wetland construction. It supports 33 projects in the Dali County area and
9 projects in Eryuan County (Fig. 1). It is worth noticing that all the
bond-supported projects commenced before 2019 and were finished
before 2021. Thirteen projects were even accomplished in 2019.
Therefore, the bond issuance was not for future projects but to pay off
the investment cost in ongoing projects. The bond is a refinancing tool.

According to the regulations on issuing local government bonds,
special local government bonds (zhuanxiang zhaiquan) should be repaid
by gains from specific projects. Therefore, the municipal government
encountered the issue of demonstrating the profitability of environ-
mental projects. These environmental projects are not profitable. For
example, the major type of all the supported projects is sewage treat-
ment projects (Table 1). These treatment facilities are estimated to cost
2.47 billion yuan (~US$0.3 billion), while the estimated income from
sewage treatment is only 0.46 billion yuan (~US$0.06 billion) for ten
years. The direct income from sewage treatment is insufficient to repay
the bond, let alone other ecological projects without any income, such as
constructing forests and wetlands.

The city government hoped to use land conveyance fees from nearby
land plots to bridge the funding gap and repay the bond (China Audit
Asia Pacific Certified Public Accountants, 2019). The bond was used in
the projects in Dali County and Eryuan County. Within the bond period
(2019-2028), Dali County can sell land to get 3.98 billion yuan (~US
$0.5 billion). Similarly, Eryuan County can receive 2.74 billion yuan
(~US$0.4 billion) from land transactions. Finally, the land conveyance

Table 1
Environmental projects supported by the special local government bond.

Category Projects Total investment Total Investment
(million yuan) (million USD)

Sewage treatment 15 2470.63 345.89

Ecological restoration 3 1423.56 199.30

Ecological area 5 1392.54 194.96
construction-wetland
and forest

Comprehensive 5 1238.49 173.39
environmental treatment

Relocation 2 1044.34 146.21

Water diversion 3 620.14 86.82

Water pollutant treatment 2 196.68 27.54

Water recycle 1 150.00 21.00

Ecological monitor system 2 110.74 15.50

Water supply 3 108.14 15.14

Waste treatment facility 1 52.42 7.34

Total 42 8807.68 1233.08

Data source: Adapted from the credit rating and audit reports for the special
local government bond issued in 2019.
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fees, minus fees and costs, can be used to guarantee the payment of the
local government bond.

This practice raises two significant issues in environmental state-
craft. First, financial instruments and corresponding knowledge and
criteria are mobilized as a toolkit for achieving strategic goals—Erhai
Lake protection in this case. Second, there is a mismatch between what is
being financialized and what is used for. The city government uses land
conveyance fees rather than direct income from environmental projects
to demonstrate how the bond can be repaid. The bond is actually against
the land sale revenue rather than environmental projects. It differs from
the previous understanding of using environmental titles to reap land
sales revenue (Chien, 2013). On the contrary, the land conveyance fees
serve the environmental end. Hence, the state selectively adopts finan-
cial techniques and acts through the financial market to achieve its
strategic goals, a financial form of environmental statecraft.

We also find the limit of environmental statecraft when stretching to
financial means. Although the city government can distort financial
knowledge to issue local government bonds, investment in Erhai Lake
protection exacerbates Dali’s fiscal difficulties. Especially since the
pandemic, the stagnancy of the real estate market has put more uncer-
tainty on land income nationwide. According to the bond repayment
plan, from 2020 to 2022, Dali County is estimated to sell 245.61 mu
(~16.4 ha) land to get 1.86 billion yuan (~US$0.3 billion). All the land
is residential (compatible with commercial land use to various degrees).
Although the designated land area for bond repayment is not accessible,
we can find land transaction data of Dali County from the Wind dataset.
It shows that Dali County sold 856.5 mu (~57.1 ha) of residential land
from 2020 to 2022 to receive 1.46 billion yuan (~US$0.2 billion).
Notably, the total income from land conveyance fees is far less than
estimated. The land price is not as high as expected. The actual land
price is less than one-fifth of the estimated value in 2020 and 2021
(Fig. 2). Only in 2022 did the actual land price meet the estimated level.
However, Dali County only sold three residential land plots in 2022,
which makes its land income suspicious. For Eryuan County, the situa-
tion is worse. It has only sold one residential land plot with 10 million
yuan (~US$1.4 million) from 2020 to 2022, which is insufficient to
cover interest payments. Land sales generated insufficient incomes,
challenging the feasibility of using land income to finance local envi-
ronmental projects (cf. Chen, 2022; Zhang et al., 2022).

5.3. State-owned enterprises as a marketized form of environmental
statecraft

The state is also involved in environmental governance via state-
created market instruments, especially SOEs. SOEs are entities
managed by the state to accomplish various state strategic goals
(Bremmer, 2009; Singh & Chen, 2018). When studying the state-market
dynamics and the management of SOEs in China, Zheng & Huang (2018)
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mmm Actual land price  —s—Estimated land price

Fig. 2. Estimated and actual land prices for residential land transactions in Dali
County.

Sources: Data on estimated land price is retrieved from bond issuance docu-
ments. Actual land price (2020-2022) is calculated based on land transaction
data released in the Wind dataset.
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point out that “no matter how efficient the market can become in
generating economic growth, the state consistently regards it as an in-
strument” (p. 297). In environmental governance, scholars find the
strategic role of SOEs in ensuring food security at the national level (S. Y.
Lin, 2023). At the urban level, local SOEs, mainly urban development
corporations, are pivotal in conducting environmental projects in cities
(Feng et al., 2022; F. Zhang et al., 2022). In this vein, we study how SOEs
function as market instruments for the state to achieve its strategic goals
by examining the operations of SOEs in Dali. The provincial government
is involved through provincial-level SOEs when the city government is
less capable of conducting environmental projects, which has scalar
implications for urban environmental governance.

Yunnan Jiantou (Yunnan Construction and Investment Holding
Group Co., YCIH) is leading the field in conducting construction projects
related to Erhai Lake protection. It is a provincial-level development
corporation affiliated with Yunnan province rather than an urban-level
development corporation. With an asset level of 784.4 billion yuan
(~US$108 billion) in 2022, Yunnan Jiantou is one of the largest
development corporations in China. The involvement of Yunnan Jiantou
in local environmental projects is not unique but represents a universal
model in Yunnan province. In 2019, the Yunnan provincial government
organized a special meeting to incorporate various actors into protecting
plateau lakes in Yunnan (Yunnan Net, 2020). In this meeting, the
Yunnan government specified that Yunnan Jiantou would be the main
entity for protecting four plateau lakes: Erhai, Luguhu, Chenghai, and
Yangzonghai. The operation model of Yunnan Jiantou is to establish a
joint corporation with the city government of the lake area. The joint
corporation is responsible for the implementation of local environ-
mental projects.

In Dali, Yunnan Jiantou is mainly responsible for the relocation
project and the construction of the Erhai Ecological Corridor. For the
1806 relocation project, the Dali City government signed a contract with
a first-level subsidiary of Yunnan Jiantou, and they established a cor-
poration called Dali Erhai Protection and Treatment Co. Ltd (Dali
Erbao). The project company is a SOE with a hybrid intervention of
multi-scalar governments for the shareholding structure. Yunnan Jian-
tou (through its subsidiary) is the controller with an equity ratio of 70%,
while the minority shareholders are eventually controlled by the Dali
City government and the central state, respectively. This differs from the
previous understanding of urban development corporations in which
city governments are the main controller (cf. Xie et al., 2019; Zhang
et al., 2022). In Dali’s case, the provincial-level government takes a
leading role.

Yunnan government facilitated the project financing. The relocation
project was estimated to construct 1584.36 mu land (~106 ha) for
relocation and demand 3.89 billion yuan (~US$0.5 billion), about 40%
of local budgetary income. Dali Erbao, a second-level subsidiary of
Yunnan Jiantou, is responsible for seeking finance and managing the
project. The major source of funding is bank loans, which are facilitated
by Yunnan province. In 2019, the provincial government urged the
agreement between Yunnan Jiantou and the Agricultural Development
Bank of China on special financial cooperation to protect and treat
plateau lakes (China Lianhe Credit Rating Corporation, 2020). Because
of the agreement, loans for lake protection become a priority, and the
interest rate should be limited to a basic level.” Benefiting from the
special agreement between Yunnan Jiantou and the strategic bank, Dali
Erbao successfully and swiftly obtained bank loans with low interest for
the relocation project. This coalition also reflects the strong relationship
between SOEs and strategic banks in achieving state priorities.

Furthermore, the involvement of Yunnan Jiantou guarantees the
delivery of the projects as it has various subsidiaries that specialize in
construction. The target was to relocate 1806 residents to 5 relocation
towns. Each town was constructed by an engineering and construction

5 Using PSL (pledged supplementary lending) rate, which is around 3%.
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corporation under Yunnan Jiantou. For example, Yunnan Construction
Investment Twelfth Construction Co. (a first-level subsidiary of Yunnan
Jiantou) was responsible for the relocation project in the Yinqiao town
area. China National Nonferrous Metal Industry Fourteenth Metallur-
gical Construction Co. (a first-level subsidiary of Yunnan Jiantou) was
responsible for constructing the Dali County area. These engineering
construction corporations signed a comprehensive contract with Dali
Erbao through an Engineering-Procurement-Construction (EPC) model.
The 1806 relocation project was finished during the pandemic lockdown
with the direct involvement of construction corporations.

Yunnan Jiantou has economic considerations in addition to envi-
ronmental goals. For example, Yunan Jiantou seeks to balance its costs
by acquiring land for property development next to the relocation site in
the name of the “industrial supporting zone.” The matching land is
compensation for the investment in the relocation project (Interviewee
31, November 14, 2023). For example, next to the relocation area in Dali
County, Yunnan Jiantou bought a land parcel of 40,386 m?. This is an
underpriced commercial-use land plot located in the most valuable area
of Dali City, surrounded by low-density villa developments. Yunnan
Jiantou bought it together with the relocated residential land in 2019. It
aims to build a high-end health and wellness “characteristic town” for
tourism and real estate development.

In 2023, a leader of Yunnan Jiantou visited this area and commented
that “(the project needs to) meet the conditions for presale as soon as
possible to get cash inflow” (Yunnan Jiantou, 2023). Besides a
commercial-use land plot next to the relocation site, Yunan Jiantou built
more than relocated buildings to sell to the public. For instance, 176
houses were built in a relocation town, but relocated households occupy
only 150. Extra houses can be sold to generate profits. The market price
is about 16,000 yuan (~US$2200) per square meter, meaning 5 million
yuan a house (about 300 mz) (~US$0.7 billion). Relocated residents can
acquire a land parcel equivalent in size to their previous house sites.
However, they need to pay for the relocated houses at a discounted
price—about half the market price. Despite the discount, residents found
their resettled housing to be expensive. Some forwent the privilege of
purchasing their new houses and resold their land to Yunnan Jiantou
(Interviewee 14, June 04, 2023). Therefore, the developer can sell more
than 20% of the houses built to the public. Based on the operation model
of Yunnan Jiantou, one can hardly say it is a non-profitable agency for
the state goal. It takes advantage of the close relationship with the
provincial state to get development projects in Dali and generate
reasonable profits when conducting environmental projects.

SOEs conduct various projects in Erhai Lake protection. For example,
the most influential project is the ecological corridor, a 129 km
greenway surrounding Erhai Lake. The whole project was also con-
ducted by Yunnan Jiantou through a PPP (public-private partnership)
contract. Apart from construction projects, the Dali City government has
transferred farmland near Erhai Lake to avoid excessive fertilizer use
since 2018. It collected the land to develop ecological agriculture.
However, farmland was abandoned for two years because everyone
knew rice cultivation could hardly make profits. The city government
finally resorted to Yunnan State Farms Group Co. (a provincial-level
SOE) with the help of the provincial government. The agricultural cor-
poration has been responsible for developing large-scale crop cultivation
based on transferred farmland since 2020. It conducted rice cultivation
in 2020 as a political task regardless of little profit (Interviewee 23, June
10, 2023).

Based on the operation of provincial-level SOEs in Erhai Lake pro-
tection, we first highlight the strategic function of SOEs in achieving the
environmental agenda. Although Erhai Lake protection was facilitated
and guided by the provincial-level government, neither the Yunnan
provincial nor city government conducts or operates these projects, such
as the relocation project, greenway construction, and crop cultivation.
Second, provincial-level SOEs are involved in local environmental pro-
jects due to local governance incapacity. Dali’s fiscal income relies
heavily on central transfers and subsidies, which limit its capacity to
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support municipal-level corporations in large-scale projects. Therefore,
the provincial government encouraged provincial-level SOEs to take
over. Due to the scale difference, the city government collaborates with
the provincial-level SOE to cater to their interests. SOEs have diversified
considerations alongside achieving environmental targets. Some SOEs,
such as Yunnan Jiantou, use environmental protection as leverage to
gain land development projects for profits, while others, like Yunnan
State Farms Group, undertake crop cultivation as a non-profitable po-
litical mission. In either case, SOEs are used extensively in environ-
mental governance.

6. Implications for spatial politics: the entrepreneurial local
state undermined

In Dali, multi-scalar statecraft rather than municipal statecraft con-
tributes to delivering the environmental goal—Erhai Lake protection.
These practices also transform the nature of the municipal state by
marginalizing it in local development, social management, and envi-
ronmental assets management.

First, protecting Erhai Lake has been an overriding goal of the city
government, which has undermined the routine entrepreneurial growth
dynamics. In China, local states manipulate their land monopoly to
receive land income and build local autonomy (Chien, 2013; G. C. S. Lin,
2014; Yang & Wang, 2008). They act like entrepreneurs to explore
various land projects (for example, eco-city), leading to urban sprawl.
Land is the “main vehicle for the local state to consolidate its territorial
authority” (Hsing, 2006, p. 576). In Dali, the city government also relies
on land sales income. It planned to expand local income by selling more
land plots. However, because of the paramount environmental goal,
every effort to develop the local economy must consider the environ-
mental impact on Erhai Lake (Interviewee 2, May 17, 2023). In 2017,
under the pressure of Erhai Lake protection, the planned development
boundary area of Dali County was reduced from 188 km? to 138 km?,
and the planned population was adjusted from 1.05 million to 0.86
million.® Besides, Dali’s growth plan was terminated. Dali planned to
develop Haidong New Area as a growth pole (located in the eastern area
of Erhai Lake). The new area was planned to be developed at 128 km? in
2016. However, the provincial government stepped in. It requires that
“the construction of Haidong New Area needs to be completely halted”
(Yunnan Provincial Government, 2018). Later, the plan for the Haidong
area was shrunk from 140 to 9.6 km?. When protecting Erhai Lake takes
precedence, the economic development agenda is put aside. The entre-
preneurial stance of the municipal state is reshaped in China’s envi-
ronmental statecraft.

Second, environmental statecraft does not municipalize nature re-
sources. Instead, it marginalizes the local state in managing local assets.
In the literature, local governments can seize the chance of environ-
mentalism and pursue local growth by exploring environmental value-
added land development (Chien, 2013; Chung & Xu, 2021; Pow &
Neo, 2013). In Dali’s case, although Erhai Lake protection has created
valuable environmental assets and effectively promoted land value near
the lake, the Dali government can hardly benefit from it. That is because
land available for development near Erhai Lake is strictly managed.
Generating revenue by selling land with enhanced environmental value
is not feasible for the city government. Furthermore, using market in-
struments in environmental statecraft transferred land revenue and the
operating rights of environmental assets from locality to provincial-level
state actors. For example, the Dali City government cooperated with
Yunnan Jiantou to construct the Erhai Ecological Corridor. The corridor

% The development boundary stipulated in local Land Use Planning is used to
control land sprawl. Any city anticipates larger land quotas for future devel-
opment, but the quota of Dali County shrunk to protect the Erhai Lake. This
infomation was retrieved from an article by People’ Daily. http://politics.
people.com.cn/n1/2022/0716,/c1001-32477200.html.
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has become a new tourist attraction, leading to considerable income.
However, Yunnan Jiantou will operate and manage the greenway for
thirty years based on the contract between Yunnan Jiantou and the city
government. Hence, the city government is marginalized in managing
environmental resources or reaping land appreciation.

Third, besides being overshadowed in managing local development,
the city government is beset by escalating social tensions because of
environmental actions. For example, crop cultivation is contentious.
Local farmers have doubted whether banning garlic could enhance the
water quality of Erhai Lake. The crop ban has left severe controversy
because farmers have a long tradition of cultivating garlic to generate
reasonable profits. Especially after the pandemic lockdown, local
farmers find it extremely hard to make a living based on rice cultivation.
As explained by a scholar in agriculture,

“At that time (2017), environmental protection was the top priority
for the city government, while the development and livelihood of the
ordinary people might be secondary. But the social discontent is
becoming more severe after easing the pandemic control. Govern-
ment officials also empathize with the difficulties faced by farmers.
But environmental protection is a firm constraint. Since the visit of
President Xi and the attention of various leaders, this issue has been
related to their political positions. For now, the city government is
concerned with the need of farmers, hoping to alleviate their burdens
while protecting the environment as well.” (Interviewee 23, June
10,2023)

The city government is in a dilemma, facing pressures from both
above and below. It has to maintain steadfastness in Erhai Lake pro-
tection to express its commitment to the party state (Pearson et al.,
2021). On the other hand, the city government directly deals with social
discontent. Recently, it has resorted to agricultural research institutes to
explore an environmentally friendly and high-value-added mode of
planting, which takes time. The position is clear that the city govern-
ment wants to ease its strict regulation due to social responses.

A similar government response can be observed in the tourism in-
dustry. Dali has experienced a tourism influx since the lift of the lock-
down. Referring to the regulations promulgated in 2019, the Dali
government has stopped issuing homestay permits near Erhai Lake.
However, around 2000 new homestays have opened recently without
legal permits because of the prosperous tourism industry. To support the
local economy after the pandemic, these new homestays are now
operating under the tolerance of the city government (Interviews, June
2023; November 2023). However, local businesses are aware that
whenever there is an inspection from the upper-level governments, their
homestays will be shut down again.

7. Conclusions

Based on the case of Erhai Lake protection in Dali, this paper
investigated how an environmental agenda is implemented through
statecraft and its implications for spatial politics. Theoretically, we
contribute to understanding environmental governance in China and the
broad evolution between environmental practices and urban spatial
politics.

Using environmental statecraft, we foreground the selectivity of
statecraft and contingent governance innovations. We contribute to
understanding how the Chinese state achieves environmental targets
through various state-related crafts beyond regulatory mechanisms (cf.
Gilley, 2012; Xie et al., 2019). First, the multi-scalar state relationship
cannot be characterized as central-local tensions. Multi-scalar states’
negotiations, involvement, and adaptation are the nature of the envi-
ronmental statecraft (Chung & Xu, 2021; Kostka & Nahm, 2017; F.
Zhang et al., 2022). We offer a variant of multi-scalar dynamics in urban
environmental governance in China. In previous studies, local govern-
ments were mobilized to echo a centrally initiated agenda. For example,
in Chengdu, the municipal government led the environmental agenda of
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building a greenway for creating a “Park City” (F. Zhang & Wu, 2024). In
the Pearl River Delta, an environmental goal was achieved through
mobilizing district and county governments (Chung et al., 2018). In Dali,
the provincial-level state plays a prominent role in local environmental
projects. The central state (through an inspection team) and the
provincial-level state (through instructions) have repeatedly urged local
action. Nevertheless, stringent regulations were promulgated under the
pressure of the provincial state. The provincial state also intervened
using various instruments, such as SOEs, other than regulations.
Meanwhile, the city government still has discretion to determine
whether and to what degree the policy is enacted (Kostka & Nahm,
2017). The complex intra-state dynamics add nuance to authoritarian
environmentalism featuring top-down command and control.

Second, although outright bans have been implemented, the city
government deals directly with accumulating social discontent, which
forces them to adjust actions considering social impacts. Society is not
fully considered in the policy promulgation, yet it is not totally ignored
in environmental actions (Tilt, 2007).

Third, we contribute to understanding the operation of SOEs in
environmental goals. SOEs are both state agencies and market actors
(Bremmer, 2009; Singh & Chen, 2018). In China, SOEs are managed by
the state to “value political discipline more than economic consider-
ations” (Chan, 2009, p. 52). In environmental governance, the state
supports SOEs in achieving strategic objectives (S. Y. Lin, 2023).
Nevertheless, SOEs’ operations at the local level are more complex
beyond merely being compliant with the state, particularly when mul-
tiple levels of government are involved. In Dali, some provincial-level
SOEs demand reasonable profits in return when being involved in
local environmental projects. The city government accommodates these
demands by providing potential financial gains to facilitate environ-
mental projects. The economic pursuits of SOEs are respected in envi-
ronmental governance.

In summary, the environmental goal is not simply achieved through
coercive policy enforcement in China; multiple market and financial
instruments are also deployed for environmental ends (Wu, 2020b; F.
Zhang et al., 2022). This reflects the state’s capacity to craft environ-
mental governance to achieve extra-economic goals (Wu et al., 2022).
While various actors, i.e., multi-level governments, institutions, and
SOEs, are involved, they have various considerations and interests be-
sides environmental ends, perplexing environmental actions, outcomes,
and impacts.

Highlighting the nested multi-scalar relationship in environmental
statecraft, we contribute to understanding urban politics by rethinking
the nature of “municipal states” and avoiding a “local trap” (Lauermann,
2018; Purcell, 2006; Russell, 2019). We emphasize that environmental
projects are not just environmental but political, creating new rules and
rationalities and transforming the existing power dynamics (Yeh, 2009).
Against the trend of municipalist strategies (Roth et al., 2023; Russell,
2019; Thompson et al., 2020), municipal states are peripheral in
resource control along with the interference of multi-scalar processes,
undermining the autonomy of municipal states. The core lies in the
plurality and heterogeneity of the state, comprised of multi-scalar state
actors and agencies with diversified and even opposite attitudes towards
environmental governance (Cirolia & Harber, 2022; Sneddon et al.,
2022).

Finally, we use Dali’s case to add a nuanced narrative of the interplay
between state politics, environmental governance, and urban politics
(Wu, 2020a). Unlike cities that are capable of balancing environmental
agendas and economic imperatives (Chien, 2013; Chung et al., 2018; F.
Zhang & Wu, 2024), the Dali City government is overwhelmed by the
goal of environmental protection, undermining urban entrepreneurial
governance. Furthermore, the provincial-level state extends its stretch
into local affairs beyond environmental issues. Provincial-level SOEs
have been involved in capturing green assets and land premiums.
Benefiting from the existing scalar structure (Westman et al., 2019;
Chung & Xu, 2021), this paper explores the provincial-municipality
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structure and provincial-level state agencies and reveals how they
deepen the influence of the provincial state. City governments like Dali
can hardly build their capacity to transcend their existing scale. While
the environmental agenda is generally used to consolidate state’s power
over society (Li & Shapiro, 2020), the state is not a unitary actor. Dali is
an example that shows how a state environmental protection project
creates tremendous impacts on urban spatial politics.
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