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Editorial

The theme of this month’s China Monitor is poverty. The
eradication of poverty is the greatest challenge facing the
developing world. Despite China’s charge toward becoming the
world’s largest economy, it remains predominantly an emerging
market with a greater population of poverty stricken people than
the African continent!

China’s developmental model is a massive contradiction. Its
foreign exchange reserves are the world’s largest; its state-owned
companies are becoming multinational firms; it is an aggressive
investor in international commodity and energy assets; it has put a

man in space; it's first tier cities are showcases of urban

development; it will host the Olympic games next year; but despite
all of this, over 700 million peasants live in rural areas, a large percentage of which live in abject
poverty.

But China has been the most successful state to uplift hundreds of millions of people out of poverty
over a compacted period of little more than twenty years. Its developmental policies and interventionist
role of the state certainly offer models for other developing world countries, in particular in Africa.

The combination and balance of state and private interests has served China well in recent years.
Massive obstacles lie ahead however. China’s future success will depend on whether the government
can manage this process and substantially reduce poverty in the coming years. China’s development
is unique in both scale and enormity of challenge.

s

Dr Martyn J. Davies

Director, Centre for Chinese Studies
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Letter from China

The rise of China: Facts and Explanations

By Arjan de Haan and Holger Grundel

Since economic reforms began in 1979, Chinese economic growth has averaged 9.6% a year. China
has taken over the UK as the 4th largest economy in the world, after the US, Japan and Germany.
GDP per capita is over US$1,850. Recent growth has been driven by investment and exports. World
Bank estimates, based on the international poverty line of PPP US$1 per day, show that since 1979,
the percentage of poor people dropped very rapidly from 63% to 10% by 2004. Progress on human
development indicators has been somewhat less dramatic, though still substantial: life expectancy

increased by 8 years during the last 3 decades, and infant mortality dropped by 64 per cent.

The reasons for China’s development success are now fairly well known, and have belied the ideas of

blue-prints for development.

While China was ‘not working’ in 1978, it did have
some important preconditions for success. It had
relatively strong indicators for health and education
and — as elsewhere in East Asia — a relatively
equal society. Large scale employment and social
service provision through state-owned enterprises
combined with the ‘iron rice bowl’ ensured a

minimum standard of living for all citizens.

The early post-1978 reforms produced very rapid

gains in growth and poverty reduction.
Liberalisation in agriculture and the legalisation of household farming for the market quickly released
suppressed demand and production capacity. Relaxation of state control promoted self-employment.
Hybrid enterprise ownership-management models — most famously the township and village
enterprises (TVEs) —which emerged in the 1990s offered a powerful transitional tool to absorb labour
and kick-start broad-based economic activity.

As gains from the initial reforms started to slow down in the late 1990s the government tackled the
reform of the state-owned enterprise sector which was threatening the “The ear|y post-

survival of the banking system. International trade was gradually — and 1978 reforms
produced very

later dramatically — increased, spearheaded by Special Economic Zones . .
rapid gains in

to acquire foreign capital and expertise. Government control in a number

growth and
of important areas remains strong, in particular through the protection of poverty
domestic ‘pillar’ industries, the support for national champion reduction.”

enterprises, and the pegging of the national currency to the dollar.
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China’s economic success story is one of gradual reform rather than “China’s economic

‘big bang’ solutions (as in Eastern Europe and the Former Soviet success story is
Union). An incremental approach to change reduced the risk of one of gradual
individual policy mistakes causing major upheaval. TVEs and hybrid refor‘rg ra;her ,than
, _ ig bang
enterprises enabled the gradual evolution from state to market (60- solutions.”

70% of the economy is now private). Government revenues from
economic expansion were reinvested to develop infrastructure and urban centres. Local officials were

allowed and encouraged to experiment with their own solutions that suited the local context.

This allowed new policy approaches to be tested, monitored and — if necessary — adjusted before
being rolled out on a larger scale. Strong government institutions were able to actively engage with
processes of change and to learn from the results. However, especially during the early reform period
there was no ‘grand plan’ for reform. This only emerged in the early 1990s when the vision of a
‘socialist market economy’ was introduced.

As the broad-based economic reforms of the early
years began to run out of steam, rising inequalities
and growing tensions motivated changes in
government social policies. As in the economic
sphere, government responses developed gradually
but firmly, and were responsive to changing
circumstances. Moreover, new social policies
continued to be informed by a ‘productivist’

orientation, focusing on provision of opportunities

for poor people.

Alongside the post-1978 reforms, China introduced its first wave of anti-poverty reforms under the
auspices of the Leading Group for Development of Poor Areas. Rural poverty was treated as a
regional problem, the result of unfavourable geographical location. Anti-poverty spending and

subsidized credits were used to finance projects aimed at raising incomes of poor households.

Migration used to be (and remains) strictly controlled under the hukou “ -
...since the late

1990s reducing

registration system. Following the enormous movement of people from

urban to rural areas, policies were introduced to support the movement inequality has
of people, through training and provision of information in areas of origin become a central
for example. More recently, issues concerning conditions of work in govgér;ment

cities, particularly wage arrears, have started to be addressed.

While initially the rise in inequalities was seen as an inevitable part of the development process, since
the late 1990s reducing inequality has become a central government goal. Throughout the 1980s,
provision of social protection, health and education were gradually reformed. During 2001-05, under

the 10th Five Year Plan, achieving an ‘all-inclusive xiaokang society’ was put forward as the vision for
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2020, and large-scale programmes for the poorest have been introduced. The government has also
promoted the involvement of local village committees in the implementation of development

programmes, and experimented with involvement of NGOs in service delivery.

In conclusion, China’s rise stresses that lessons are context-dependent, and that success is the result

of gradual reforms. The reasons for its success have included the following:

China’s leadership has been very stable.
Since 1978 it has strongly committed to
increasing wealth, but adapted to rising
social tensions and inequality, while
maintaining coherence between economic
and social policies.

Huge reforms have been introduced
throughout government, often with very

significant staff cuts, and officials have

been very adaptable.
Leaders have been able to experiment and develop locally relevant policies, often bridging
public-private divides, and have shown the ability to learn lessons.

Local experimentation, investigation (diaocha), and model dissemination has allowed for
experience exchange — with pitfalls providing effective 'bottom-up' development approaches.

Arjan de Haan and Holger Grundel are Social Develop  ment Adviser and Pro-Poor Growth and Policy Adviser at DFID
(Department for International Development) China.

Commentary

China in Africa — Can Africa trade its way out of p  overty?

By Katrin Schulze and Hannah Edinger

Over the past few years significant change has taken place “More than 60% of

regarding the focus of developmental goals for developing people suffering from
countries. In the 1990s improvements to the national economic HIV/AIDS worldwide are
performance was regarded as the key driver for a country’s found in sub-Saharan

Africa and this has

directly affected poverty
community to assist with poverty reduction have become a levels in these

development. Currently attempts by the international donor

priority in terms of aid and development projects. Commitments countries.”

to the Millennium Development Goals (MDGs) and the recently

introduced Poverty Reduction Strategy Papers (PRSPs) by the World Bank are just two initiatives
among others symbolizing the shift towards poverty reduction as a focal point for development.
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For his contribution towards alleviating mass poverty and creating opportunities for peace and
development, banker Muhammad Yunus was awarded the 2006 Nobel Peace Prize. By facilitating
micro-loans to predominantly poor women Mr Yunus has been fighting abject poverty in Bangladesh,
one of the poorest countries in the world. Last year he stated that:

“...poverty in the world is an artificial creation. So the only thing we have to do is to redesign

our institutions and policies, and there will be no people who will be suffering from poverty...”

Unfortunately this is easier said than done. Looking at sub-Saharan Africa (SSA), the extent of poverty
is alarming: one in every two people live on less than US$1 per day. The suitability of using the US$1
per day construct as a device to measure poverty can and has been extensively debated.
Nevertheless, however measured, poverty in SSA remains the stark reality of every day life, especially
in Somalia, Sierra Leone, Malawi, Tanzania and Burundi. These countries are amongst the poorest in
the world, averaging between US$ 500 and US$ 600 GDP per capita.

Inextricably linked to poverty in SSA is HIV/AIDS. More than 60%
of people suffering from HIV/AIDS worldwide are found in sub-
Saharan Africa and this has directly affected poverty levels in
these countries. Botswana — often considered as the African
darling of development with a stable political system and one of
the highest per capita GDP figures in SSA (at US$ 10,000 for
2005) — faces a serious HIV/AIDS-crisis. It has the second largest
HIV-prevalence with 24.1% of the population aged between 14-
49 years infected. Botswana has also seen the most dramatic
decrease in life expectancy rates in recent years averaging 35

years. This is now the lowest in SSA. Increasing infection and

the costs thereof are likely to increase the incidence of poverty in

Botswana and other African economies.

Generally, of course, the continent has made significant progress despite diverse development
trajectories of the different states. Fertility rates have dropped in every African country and the
average annual growth rate for sub-Saharan Africa surpassed 4% during the last few years. This
growth is mainly driven by China and India’s increasing global demand for natural resources to
support high growth rates at home. SSA is a high priority for the Asian Drivers’ foreign policies, mostly
for resource security. SSA has thus experienced a reversal of the previously deteriorating terms of

trade through increased trade and investment deals on the continent.

“An important

guestion to ask is
whether China is able regarding risks and opportunities of China’s impact on Africa’s

China’s growing engagement is subject to diverse discussions

and committed development. An important question to ask is whether China is able

beyond rhetoric to

enhance African
development.”

and committed beyond rhetoric to enhance African development.

Lately foreign investment flows to Africa have increased, driven
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mainly by Chinese companies. Besides the extraction of resources, China is involved in several large
infrastructure projects including roads, railways, community buildings and power plants in all African
economies accepting the ‘One-China’ policy. Regarding aid flows, China cancelled US$ 1.38 billion of
debt of 31 African countries, granted more than 18,000 scholarships and deployed approximately

15,000 medical workers to Africa since formal diplomatic ties.

Undoubtedly, African states benefit from Chinese development assistance, and trade and investment
deals in several ways. First, African leaders have more leverage to act with increasing confidence

towards western countries due to the Chinese alternative. Second, the state of infrastructure, regarded

as one of the major obstacles for business and
entrepreneurial opportunities in Africa, will
advance as Chinese companies increase
investment in extractive and other industries.
Third, with resource-rich African governments
benefiting from the commodity windfall, it
would prudent for these regimes to be guided
by the NEPAD principles. This should compel

them to address the serious socio-economic

challenges that exist in their domestic polity.

At the Forum on China-Africa Co-operation (FOCAC) Summit in November 2006, Sino-African
relations were further deepened. This included the unveiling of US$ 1.9 billion worth of trade deals and
projections that trade with the continent will reach US$ 100 billion by 2010. In addition, the East Asian
powerhouse pledged additional technical assistance and US$ 5 billion in preferential loans and

buyer’s credits as well as debt relief to several African countries.

. . 0
“ SSA needs an Yet in 2005 Africa’s share of global FDI only amounted to a mere 1.8%.

annual growth of Whereas the need for Africa’s greater integration into the global political
8% to achieve the economy is essential, China’s current investment relationship with the
MDG in 2015.”

continent will not be the panacea in achieving this. Although China
receives more than 25% of Africa’s export in 2005 the United States (US)
and the European Union (EU) are still larger trading partners to SSA even if their share has declined
over the last years. With the failure of the DOHA Development Round in July 2006 and a lack of
concessions by the EU and the US in reducing their domestic agricultural subsidies, opportunities to

increase Africa’s share of global trade remains constrained.

According to estimations by UNCTAD, SSA needs an annual growth of 8% to achieve the MDGSs in
2015. This requires that foreign aid disbursements become more efficient as trade alone is not likely to
lift Africa out of poverty by 2015. Despite China’s remarkable presence regarding aid and trade in
Africa, poverty alleviation requires a holistic effort by the international community.
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Furthermore, poverty reduction in Africa is constrained by internal
obstacles of development. The “trickle down” approach to growth and
development has shown to be inadequate in benefiting people at the
grass-root level. This is because African countries face challenges

surrounding nation-building, efficiency in public spending, bloated civil

“...poverty
reduction in
Africa is
constrained by
internal obstacles
of development.”

service and corruption. Without domestic reforms and the political will to

implement appropriate policies such as economic diversification as well as strengthening institutional

frameworks and empowering civil society to keep African elites accountable, poverty reduction in

Africa will not succeed on a large and sustainable scale.

All these factors mentioned above are interdependent and
reinforce each other. Fighting poverty is therefore a multi-
dimensional challenge that encompasses a vast range of areas

that need attention and action simultaneously.

Following the 2006 FOCAC Summit Sino-African relations
appear to be soaring to new heights. Yet, it remains to be seen to
what extent such engagement would contribute towards
addressing Africa’s development challenges, especially in

achieving the MDGs and alleviating poverty.

Katrin Schulze and Hannah Edinger are Research Assi  stant and Research Manager at the Centre for Chines e Studies.

Business Briefs

The Business Briefs section summarises key events r

month of January.

Canberra to sell uranium to China  Australia
is set to start exporting uranium to China in
early February 2007. The Australia-China
Nuclear Transfer Agreement and the Nuclear
Co-operation Agreement- both signed in April
of 2006 codify this bilateral agreement. Three
uranium mines (Olympic Dam, Ranger and
Beverley) are currently running at full capacity
which could delay supply to China whilst rising
uranium prices could also further hamper full
implementation of agreements.

China, Philippines issue joint statement

Chinese Premier Wen Jiabao conducted an

egarding China’s economy during the

official visit to the Philippines on January 15
and 16. The

two

governments

expressed

further

progress on

areas of mutual interest and plan to enhance
the relationship through the formulation of a
joint action plan between the two foreign
ministries to develop co-operation in all fields.
Bilateral trade has continued to grow, raising

expectations that the $30 billion trade volume
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target for 2010 will be reached earlier than

expected.

China to develop Iranian gas block  China
National Petroleum Corp (CNPC), China’s
biggest oil producer, is negotiating a seven-
year deal with Iran to invest $3.6 billion in
developing Block 14 of Iran’s offshore South
Pars gas field. A reported $1.8 billion would
also be used towards the exploration of the
block, with a further $1.8 billion to build a
liguefied natural gas plant. Block 14 could
provide an estimated 370 billion cubic metres

of natural gas reserves.

China, Tajikistan vow to strengthen

business co-op A business and investment
forum was conducted between China and
Tajikistan during Tajik President Emomali
Rakhmonov’'s visit to China. Chinese Vice
Premier Wu Yi emphasized increasing co-
operation in resources development as well as
trade in high-technology and high-value end
goods, while Tajikistan highlighted hydro-
electricity generation, the mineral industry, raw
materials and tourism as other priority areas.
With a marked increase in bilateral trade over
the last five years, Tajikistan stated it would
seek to create improved conditions for Chinese
businesses to invest in the country, to further

increase bilateral trade in the future.

Chinese eye Pakistan's real estate A
Chinese delegation from Ruba Haier Group
asked the government of Punjab to allocate
land to the Chinese Industrial Zone on a
deferred-payment basis and to recover the
cost of the land from the Chinese developers
within 15 years. This follows other recent

meetings with Chinese businesses on their

investment strategy with Pakistan in the
proposed Pak-China Industrial Zone in Punjab.
Pakistan has also undertaken to create a
further incentive package for Chinese
investment in that area, the first Chinese

Industrial Zone outside China.

goldprice.org China gold
trade and
consumption
seen as
increasing
dramatically
Gold trade at the Shanghai Gold Exchange
increased to 1,250 tonnes in China in 2006, an
increase of 38% from 2005. Chinese gold
production also rose to an estimated 230-240
tonnes in 2006, with some reports indicating
that China could become the world’s largest
producer of gold in ten years time. As the
world’'s second largest consumer of gold after
India, the growth of China’s consumer society
would also increase demand for gold, resulting
in a positive impact on the metal price.

China Hopes For Iran's "Serious Response"

To U.N. Resolution Chinese President Hu
Jintao has called on the Iranian government to
comply with United Nations Security Council
Resolution 1737 which prevents the country
from further enrichment of uranium. The
Chinese president has stressed the need for a

diplomatic resolve to this issue.

China's Human Rights Worsened in 2006,

New York Group Reports According to
Human Rights Watch, China is growing in
global influence due to its economic strength,
yet the Chinese are engaging with states
which have atrocious human rights records

such as Sudan, Angola, Zimbabwe and

10
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Uzbekistan. 2006 saw the  Chinese
government increase pressure on human
rights activists, charging 100 individuals. Liu
Jianchao, China's foreign ministry spokesman
stated that China is willing to engage in

dialogue on human rights issues.

More seeking to learn Chinese 2006 saw a
Confucius Institute founded every three days-
outside of China. The Chinese language is
now growing at an unprecedented rate as 40
million people are currently learning this
language. It is estimated that a 100 million
people will learn Chinese by 2010.

Wen calls for building harmonious East

Asia of peace and prosperity Chinese
Premier Wen Jiabao urged China, Japan,
South Korea and the 10 ASEAN (the
Association of Southeast Asian Nations)
member countries to strengthen peace,
cooperation and security in the region. Wen
further emphasised that cooperation had
fuelled economic growth, social cohesion and
stability in the region. This should continue if,
according to Wen, political mutual trust and
harmonious coexistence, common
development through win-win  economic
cooperation, mutual assistance, solidarity and
cooperation in security and mutual cultural

enrichment takes place.

Yuan Advances Past Hong
Kong Dollar for First Time
in 13 Years The Chinese
Yuan rose past the Hong
Kong Dollar (1.0004/$) for

www.thestandar
d.com.hk

the first time in 13 years adding to the debate
on whether the Hong Kong Dollar should be
linked to the US Dollar. This could lead to a
break in the link between the US and Hong
Kong Dollar, which would have significant
implications for investor confidence. A break in
US Hong Kong currency ties are unlikely, yet a
weakening US Dollar places pressure on the
Hong Kong Dollar.

Citic Completes $1.9 Billion Kazakh OIl

Acquisition  After months of negotiations the
Chinese state-owned CITIC Group received
the approval by Kazakh authorities to acquire
the Kazakhstan oil assets of Canada-based
Nations Energy for US$1.9 billion. Completing
one of the largest overseas oil deals CITIC
Group is allowed to develop the Karazhanbas

field until 2020 that is known to hold reserves

of about
340
million

barrels of oil and produce more than 50,000
barrels a day. However, CITIC Group had to
concede an option to the Kazakh company
KazMunaiGaz to buy 50% or less of the assets

within the next year in order to ink the deal.

China approves EUR 2 min. donation to

Macedonia The Chinese government recently
donated 2 million Euro to the Republic of
Macedonia. According to the Macedonian
Economy Minister the grant is going to support
economic and technological projects in

Macedonia.

11
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China considering US$2 billion aid to
airlines The Chinese government is thinking of
intervening in China’s highly regulated airline
industry by
granting $2 billion
to the three major
airlines namely Air
China Ltd., China
Eastern Airlines
Corp. and China Southern Airlines Corp. in
order to ease their problems of debt and high
fuel costs. Last vyear, the government
increased fuel surcharges on domestic as well
as on international flights to help Chinese

airlines cope with rising fuel prices.

China Fails to Reach Environmental Goals
China failed to reach its first vyear
environmental target of the new 2006-2010
Five-Year-Plan. Within this period, China was
supposed to cut energy consumption per unit
of GDP by 20% while polluting emissions were
expected to decrease by 10%. Announced by
government agencies, the yearly decrease of
4% in energy consumption as well as the
reduction  of

emissions by

2% was not

achieved in

China last

year. One

reason for this is the expansion of energy
consuming industries such as car and steel
manufacturing. Consequently the Chinese
government is forcing even major companies
like Datang International Power Generation
Co., Huadian Corp., Huaneng Group, China
Guodian Corp., Laiwu Iron and Steel Group, as
well as Baotou Iron and Steel Group to fulfil

environmental regulations.

China invests $5.5B in biofuel production in

Indonesia Chinese company CNOOC is to
invest in biofuel production in Indonesia
together with PT SMART Tbk and a Hong
Kong energy firm in order to set up alternative
fuel sources. The project will develop crude
palm oil-based biodiesel and sugarcane- or
cassava-based bioethanol is supposed to take
eight years and will cost approximately $5.5

billion.

Portuguese prime minister to visit China

from Jan 30 to Feb 4 José Sdcrates,
Portuguese prime minister, will visit China
between January 30 and February 4
accompanied by members of his government
and a business delegation. The purpose of the
trip is to develop closer relations with China
and its market as China is supposedly the third
biggest non-European buyer of Portuguese

exports.

EU eyes climate, energy, trade in new

China talks Following a meeting last
September between officials from China and
EU, the European Commissioner for External
Relations and European Neighbourhood
Policy, Benita Ferrero-Waldner, visited Beijing
in mid-January to set up negotiations for a new
partnership and cooperation agreement (PCA)
between China and the EU. It is supposed to
replace an older agreement inked in the
1980s. Apart from trade and economic issues,
areas of interest are also environment, energy,
security and  counter-terrorism,  political
cooperation, agriculture, transport, customs,
science and education. While Europe is
expected to focus on climate change and
energy issues as well as human rights China is
rather concerned about the arm embargo and

the rejection of a full-economy-market status to

12
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China by the EU. Thus, duration and results of

negotiation are open.

Chinese President stresses social harmony
in 2007 In his New Year speech addressing

the nation Chinese President Hu Jintao called

for a greater focus on social problems as well
as on energy and environmental issues in
China. With regard to China’s foreign policy he
highlighted promotion of multilateralism and
aid to developing countries employing a

cooperative approach with all countries.

Sourced from: BBC News, Xinhua, Gulf Daily News, China View, Asia Times, Mineweb, Bloomberg, All Headline News, China
Daily, The Associated Press, Makfax, Spiegel Online, Resource Investor, macauhub, AFX News Limited, The Hindu

China & Africa

The latest updates on Chinese activity on the Afric

China hosts ADB's
2007 annual meeting
Followin FOCAC in
Beijing late last year,
Shanghai city is to
host the 42nd annual
meeting of the African
Development Bank Group (ADB) in May this
year to discuss and further consider economic
engagements between Africa and Asia.
Around 1 500 policy makers, experts and
Finance Ministers of 77 member countries of
the ADB are expected. A main focus of the
conference will be on issues around African

development.

“New phase” in relations with Portuguese-

speaking countries Bilateral cooperation
between China and Lusophone countries —
excluding Portugal — became more important
in 2006. Resulting in an increase of 51% over
2005, trade between them was worth $35
billion last year. While Chinese exports to
Lusophone countries have seen an increase of
60% in 2006, exports to China by Lusophone
countries in the same period improved by
approximately 70%. Fields of cooperation
include tourism, fisheries and commodities.
Among Lusophone countries, however, China

an continent.

concentrates mainly on Brazil and Angola as
over 85% of China’'s activites in the
Lusophone world are taking place within these

two countries.

66 countries recognize China's market
economy status According to the Chinese
Ministry of Commerce, China has been
acknowledged as a full market economy by
fourteen countries in 2006 including Egypt,
Kenya, Algeria, Sudan, Liberia, the Central
African Republic, Sierra Leone, Mali, Gabon
and Niger increasing the total number of
countries to sixty-six. In contrast, the European
Union, US and Japan do not consider China as
a full-market economy meaning that anti-
dumping measurements against China by
these countries are still a possibility.

Angolan

government

chooses

Chinese

company to

build

pavilions for

African basketball championship China’s
CEIEC (China National
Corporation Import and Export Corporation)

Electronics

13
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has won the bid to construct sports pavilions in
the Angolan provinces of Benguela, Huila,
Huambo and Cabinda. Construction costs of
the multi-purpose pitches, to be used for the
Afribasket 2007 African Basketball
Championship in August, are estimated at $32
million. Construction on the multi-use sports
pavilions, which will include shopping areas as
well as conference rooms will commence in
March.

Chinese company finishes reconstruction

of Angola’s Granjelas dam in May

Completion of Angola’s Granjelas dam by
Sino-hydro Corp, a major Chinese hydraulic
and hydroelectric builder, has been prolonged
until May this year. Technical reasons have
delayed the conclusion of the first phase
according to Lutero Campos, provincial
director of Agriculture and Rural Development

in Huila province, Angola.

Chinese Foreign Minister tours Benin As
the first stop of Chinese Foreign Minister's 7-
nation Africa tour Li Zhaoxing visited Benin to
ink debt relief, loan and administrative financial
aid agreements. This is to further strengthen
economic and political relations between Benin
and Beijing.

Gowt, China sign accords Earlier this month
Chinese Minister of Foreign Affairs, Li
Zhaoxing signed two agreements with the
Government of Botswana during his visit to
Gaborone. Letters of Exchange for Provision of
2 million yuan were inked in which China
agreed to assist Botswana in the fight against
HIV/AIDS. The second agreement signed is a
three-year Cultural Cooperation Agreement.
Botswana has received various soft loans and

grants from the PRC for public infrastructure

and residential construction in the past. The
two countries also have a history of
cooperation in the fields of defence, health,
human resource development and sports.

Chinese Investors Eye Cassava
Transformation in Cameroon  Demand for
Cassava, an input in many industrial
processes in China, has surged. This has led
Chinese entrepreneurs to eye Cameroon, a
leading cassava producer, for possible onsite
processing factories and local business
partnerships for the transformation of manioc.
This is potentially profitable for young
Cameroonians who opt to move into the

agricultural sector.

China  Donates
CFA 532 Million
To Cameroon's
Armed Forces
China has signed
an agreement with Cameroon to provide
material assistance to the African country. The
agreement is worth CFA 532,344,000 and is
intended to assist the Cameroon military in
modernising its operations, further increasing

military cooperation between the two countries.

China a reliable friend to Central African

Republic President Francois Bozize of the
Central African Republic has pledged to
increase  reconstruction  in  agriculture,
telecommunications, mining and infrastructure
with  China’s collaboration during Chinese
Foreign Minister Li Zhaoxing’s 7-nation Africa
tour. According to Bozize, China has always
extended a helping hand especially during the
worst of times. Li assured China’s ongoing

assistance to the CAR.

14
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China signs deals worth $80 min with new

ally Chad China and Chad have recently inked
low interest loan, debt relief, economic
agreements, and medical donations worth over
$80 million, only six months after the oil-
producing African state switched diplomacy
from accepting Taiwan to adhering to the “One
China” policy. As part of his African tour
Foreign Minister Li Zhaoxing also struck aid

deals in the other African nations.

President, Chinese minister meet over ties

At the sixth leg of Foreign Minister Li
Zhaoxing's African safari the Chinese Minister
met with Eritrean President Isaias Afwerki to
cement economic, trade, cultural, educational
and health cooperation between the two
nations. Li applauded Eritrea’s commitment to
strengthen friendly relations between the two
countries and he also declared that
cooperation between Eritrea and the PRC will

be ongoing.

China forgives $75 min of Equatorial
Guinea debt Equatorial Guinea has received
debt relief worth $75

million  during Chinese

Foreign Minister Li

Zhaoxing’'s 7-nation Africa

tour to further strengthen

diplomatic ties and cooperation between the
oil-producing African country and the Asian

giant.

China promises Céte d'lvoire billions  China
is starting to fulfil the promises made at the
China-Africa Summit in Beijing last year. Cote
d'lvoire’s Foreign Ministry confirmed receiving
around 5 billion Euro of which 75% is a gift and
the rest a loan to the West African country.

Such gifts are not new-fangled for Cote d'lvoire

that received 33 million euro from Beijing in
2002.

Mali signs $2.5mn agreement with China
China has agreed to
spend about $2.5 million
to inter alia renovate the
International Conference
Centre in Bamako, Mali
by signing an economic

and technical cooperation agreement earlier

this month. Other construction projects include

sport stadia in Bougouni, Koutiala and San, a

third oil refinery and a third bridge across the

Niger River. The West African country has

been receiving Chinese grants since 1967 for

numerous infrastructure developments.

Chinese company builds Moamba bridge in

Mozambique China Henan International
Cooperation Group (CHICO), a top Chinese
overseas construction company operating in
more than 20 countries across Asia and Africa,
is to construct the Moamba bridge over the
Incomati river in Maputo  province,
Mozambique. The project is estimated at $8

million and will be completed in 18 months.

Chinese Airline Begins Flight On Lagos-
Beijing Route The first ever air route between
the People’s Republic of China and Nigeria
was launched earlier this month. As China’s
second-largest trading partner on the African
continent the West African country has
become of growing importance with more than
30 Chinese companies operational in the oil-
producing country. China Southern Airlines will
operate the route from Beijing to Lagos with a
stop-over in Dubai.
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ZTE to build Nigerian telecom network  ZTE
Corporation, China’s top telecommunications
manufacturer, has secured a contract to
construct Phase Il of the

www.jakouiller.com  Njigaerian telecom network.
This will add a further
250,000 lines across 138
Nigerian cities to the
100,000 lines of Phase |,
which is to be completed
within the next six months. Besides the voice,
short message and 1X data services GoTA
high-speed  EV-DO

broadband data, as well as assorted terminals

trunking  services,

and handsets will be supplied by Phase II.

More Chinese cars to hit SA More Chinese
SUVS and Light Commercial Vehicles, among
others, will be available in the South African
car market from next year. This is expected to
tightening competition between manufacturers
and importers even more. Yet the motorcar

industry is

forecast to

grow only
7.95% in 2007
blogs.edmunds.com due to the

recent number of interest rate hikes.

Quotas on Chinese textile-clothing imports

start On 1 January the SA government
implemented quotas restricting 31 types of
textile and clothing imports from China until
December 2008. Around 63 000 workers have
become unemployed due to a 480% increase
in Chinese clothing imports since 2002. The
import quota is expected to protect domestic
employment and create about 55 000 jobs
according to unions. Yet the more protectionist

approach by government has been

condemned by Reserve Bank governor, Tito

Mboweni.

SABMiller Toasts $320m China Deal
SABMiller has further
solidified its presence in
the Chinese beer market
by acquiring the
remaining 38% stake in

www.braumanag
er.com

14 breweries in Sichuan
province. The deal valued
at $320 million with SABMiller’s joint-venture
partner China Resource Snow Breweries and
has expanded its number of Chinese
breweries to 61. The deal also includes CR
Snow obtaining rights to beer trademarks of
Blue Sword and ownership of Guizhou
Waterfall Brewery. Snow beer has become the
top beer brand in the Chinese market in 2006

capturing 7.5% of the market.

Sino Gold to Develop Mine On Chinese Site
Sino Gold has increased estimates of gold to
be found in the company’s White Mountain site
in northeast China from 3 million tons to 7.7
million tons. The company plans to move
rapidly towards opening a mine on the property
as a result. South African company Gold Fields
has recently raised its share in Sino Gold to
17.3% at a cost of R 175 million.

South Africa, China to Benefit From

Ferrochrome Duty Cut China has halved
import duties on ferrochrome purchases. This
will benefit Chinese steelmakers and South
African ferrochrome producers. The world’s
largest ferrochrome producers, Samancor
Chrome, Xstrata/Merafe and Hernic
Ferrochrome are found in South Africa, with
further facilities planned in the country

including International Ferro Metals’ mine and
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smelter in Mpumalanga and Tata Steels's
smelter in Richards Bay.

China's Hisense to build industrial park in
South  Africa Hisense, a top Chinese
manufacturer of household electric appliances,
plans to set up an industrial park in South
Africa by 2009 to
increase its
production capacity
in the country. This
$19 million
development will almost double Hisense's
annual production capacity of television sets to
400,000, refrigerators to 300,000 and washing
machines to 100,000 units. This is to increase
sales from $47 million last year to $140 million
and create over 1000 employment

opportunities in South Africa.

Chambishi smelter complete in 2008  China
Nonferrous Metal Mining (CNMC) has started
building a smelter near the town of Chambishi
following a $200 million deal with the Zambian
government in 2006. The smelter should be
completed in 2008 and will produce 800 000

tons of finished copper annually to the
Chambishi mine as well as other mines in the

Copperbelt.

China promises to help Zim with economic
woes Last year, China’'s Exim Bank rewarded
Harare with a $200 million loan facility for
importing 200 000 tonnes of fertilisers and
agricultural chemicals. This year, the PRC has
promised further commitment to help
Zimbabwe overcome its ailing economy
through further strengthening political and
bilateral ties.

China's Hu to visit Africa from January 30

Chinese President Hu Jintao will visit eight
African countries between January 30 and
February 10 2007. On his itinerary are
Cameroon, Sudan, Namibia, South Africa, the
Seychelles, Liberia, Zambia and Mozambique
as a follow-up to the China-Africa summit that

took place in Beijing last year.

Sourced from: Business Day, Business in Africa, I-Net Bridge, Daily Trust, Botswana Press Agency, Fibre2Fashion, macauhub,

CyberMedia India Online, Mail&Guardian, afrol News, The Entrepreneur Newspaper, AFX News Limited, Xinhua News Agency,

Reuters, SAPA, Mining Weekly, Cameroon Tribune,

The China Forum

Recent Events

CCS at Business and Investment Opportunities in Eas  t Africa — 23 January
On behalf of Chris Burke, Research Fellow at the CCS, Lucy Corkin, Projects Director at the CCS

presented at the Business and Investment Opportunities in East Africa conference on “China in East

Africa: The New Competitive Challenge”.
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Media Interviews
The CCS conducted interviews with LA Times, Associated Press Beijing, International Herald Tribune,
IPS News, BBC, Al-Jezeera, Xinhua, CCTV, SABC News and SAFM Radio AM Live in January on the
“Upcoming visit of President Hu Jintao to Africa”.

Publications
Davies, Martyn & Lucy Corkin, 2007, ‘China’s entry into Africa’s construction sector; Angola as a case
study’, China in Africa: Mercantilist Predator or partner in development, Garth le Pere (ed),
Braamfontein: Institute for Global Dialogue & South African Institute for International Affairs, 2007, pp
239 - 250.
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