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Editorial

Eight is considered a lucky number in China. So much so that the
Beijing Olympics begins at exactly 8pm, on the 8th August, the eighth
month, 2008 — triple eight! The hosting of the Olympics signals
China’s arrival on the world stage and reflects its integration into the

global community.

The Olympic Games will, however, not change China. China has been
changing itself since the late 1970’s — reforming its moribund system
and transforming its economy and society at a very rapid pace.
Infrastructure expenditure does not have its origin in the hosting of the
Olympic Games. The Chinese central and provincial governments

have been spending vast sums on infrastructure development over

the past three decades. The Olympics have just resulted in an
increase in spending by the Beijing municipal government with over

US$ 20 billion being spent on infrastructure.

High increases in fixed asset investment — sometimes over 40% per
annum — reflects China’s public sector spending habits. This rate of
spending and China’s double digit GDP growth rates are not
sustainable. The concern is that spending - whilst accelerating in the
build up to the Olympics - will decline after the games resulting in a

slowing down of the economy.

The Olympics will expose China to the world and will also go some
way in altering foreign perceptions — most of them obsolete — of
today’s China. The country’s GDP growth will taper off somewhat after
the Games but this is not something to be concerned about. Lower
albeit more sustainable growth rates will be the order of the day come
2009.

s

Dr Martyn J. Davies

Executive Director, Centre for Chinese Studies
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Policy Watch

China and the 2008 Beijing Olympics: the dynamics

and implications of sport mega-events in the semi-p eriphery

By Dr Scarlett Cornelissen

Sport mega-events — short term, once-off or recurring international sport
competitions hosted on a rotating basis by different states, that are of
such a scale and have a level of coverage or spectatorship that they may
be regarded as global affairs — have gained increased political
significance in recent years. They have become important means
whereby states seek to profile themselves for foreign investors or
potential tourists; more importantly, they have become markers of
distinction for states and channels through which states may seek to communicate messages to

counterparts.

Sport mega-events have a particular character that make them the embodiment of the new framework
of international relations, and as a result, define the context within which states set foreign policy
objectives: they involve an overlay of actors — international sport federations, sport associations,
media and other corporations, states — and activities, set around the pursuit of (in today’s global
political economy) profit, entertainment and prestige. Because as a vehicle of international competition
and significance, they rely on attributes that are outside of the regular set of features whereby power
and influence is accorded in the international sphere — such as economic or military dominance - they
provide a means for states to translate economic or political disadvantage in the world system to

advantage.
It is in this context that Beijing's hosting of the 2008 Olympics Sport mega-events...
should be seen: winning the rights to host sport mega-events define the context

within which states set

foreign policy
resources to compete against more powerful states, by displaying objectives...”

enable developing states to put to use relatively limited available

cultural distinctiveness, natural assets and beauty or, more

strategically proclaiming status of international marginality and exclusion. Also, once states have
become part of the ‘circuit’ of global competition to host major games, they seldom step off it — there
appears to be a distinct momentum that compels states to continue seeking the economic, political
and diplomatic gains that could be part of hosting or bidding to host major games.

This explains the current phenomenon of the surge in interest by developing states to participate in the
mega-event circuit. Consider that, aside from the 2008 Olympics, the next few years will see a whole

series of mega-events hosted by states in the semi-periphery: the 2008 Euro football finals in the
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Ukraine and Poland; the 2010 FIFA World Cup in South Africa; and the 2010 Commonwealth Games

in India.

China’s hosting of next year's Olympic Games however is somewhat distinct from other semi-
peripheral states’ usage of major sport events, and is entangled in a wider set of diplomatic
considerations that extend far beyond the event itself. For a significant part of the twentieth century,
sport has been used with varying effect by the Peoples’ Republic of China (PRC) as part of its
diplomatic arsenal against other rivals, and Olympic finals were used to demonstrate not only Chinese

physical, but also ideological prowess.

Similarly, the overriding thrust to the 2008 Olympics
is to promote the particular variant of modernisation
adopted by the PRC. This is for instance visible in
the three official themes of the Games — the
promotion of humanism, the attempt to present a
technologically advanced event and the goal to
host a Green Games. In all, the intention of the
Games is to signal to the wider international
community China’s Renaissance and its

emergence as a major political force.

Two aspects may impede an effective symbolic deployment of the Games by the PRC’s authorities.
The first concerns the potential divergence between Western foundations of Olympism and the
nuances of deeply embedded Chinese cultural values. The second is more complex, and relates to
the effect the Games could have on the Two Chinas issue. Western expectations that the Games
could be used as a stimulus for democratisation, and to resolve the diplomatic stand-off on the Taiwan
Strait issue, present a set of diplomatic challenges for the PRC. Could the Games for instance exert
an independent diplomatic force, or could it equip Taipei with the opportunity to sway diplomatic
deliberations around its own status in its favour? The latter, however, is not all too likely.

There is the broader question of what the longer term infrastructural “... the intention of the
legacies of the Games would be on urban China. The preparations Gam_es 'S_ to S'gn_al to
the wider international

for next year have involved the reshaping of physical and human community China’s

resources for international consumption on a scale not witnessed Renaissance and its
heretofore. In this, the lesson that the 2008 Beijing Olympics holds emergence as a major
for mega-events in the semi-periphery is that such events may political force.”

involve infrastructural and other developments, the legacies of which may be to the disadvantage,
rather than advantage of the broader populace, and of political processes in those states more
generally.

Dr Scarlett Cornelissen is a Senior Lecturer at the Department of Political Science, University of Stellenbosch.
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Commentary

The Beijing Olympics: A key contributor to China’s economy

By Prof Zhang Yongpeng

The so-called ‘Olympic economy’ is an
economic phenomenon, consisting of
the series of economic activities
embarked upon by the Olympic event
conductors, to make use of the
resource advantages and commercial
opportunities created by the Olympic
Games — in preparing, hosting and
aftermath of the event. The aim of this

is to accelerate the host city’s economic
development as well as that of the host country. Based on research, experiences of previous Games,

as well as the preparations for the 2008 Olympics to date, the coming Beijing Olympics will

significantly contribute not only to the economy of Beijing, but also to that of China as a whole.

Phases of the Olympic Economy and the Expected Effe  cts

According to the internationally-defined Olympic economic circulation, there are three phases of the
Olympic economy. As mentioned above, these are the pre-holding, holding and post-holding phases,
lasting 10-12 years in total. The Beijing Olympic economy stretches mainly from 2001 to 2010 with

2001-2007 as the preparation period, 2008 the holding period, and 2009-2010 as the post-holding
period.

Table 1: The Economic Changes of Olympic Countries Pre & Post-Games

GDP growth (%) of Olympic Games host countries

Previous hosts Year before lHolding year  Ypar after
Tokyo Olympics 1964 (18th) 10.5 13.1 5.2
Seoul Olympics 1988 (24th) 111 10.6 6.7
Barcelona Olympics 1992 (25th) 2.5 0.9 -1.3
Atlanta Olympics 1996 (26th) 25 3.7 4.5
Sydney Olympics 2000 (27th) 4.4 33 2.2
Athens Olympics 2004 (28th) 4.6 4.7 3.7

Source: Investment Report, Tianxiang Investment

From Table 1 it is evident that the three periods of previous Olympic economies have different
features. Generally however, countries hosting major sports events are commonly at the peak of their
economic boom. Olympic promotion of an economy reaches its peak in the two years before the

Games themselves; the Olympic impact in promoting small countries’ economies is much larger than
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that of the bigger countries’; and of the latter, while the host cities benefit significantly, the national

economy receives only limited benefits.

Beijing Olympic Games and Its Influence on the Chin  ese Economy

An Accelerating Macro-Economy
Total investment related to the Beijing Olympics is forecast to reach US$ 37.5 billion. This figure
includes city infrastructure investment, sports facilities investment, environmental facilities investment

and running expenses during the games.

Table 2: Beijing Olympic Games’ Influence on China’s Macro-Economy: The additional contribution of the Olympic
Games to China’s GDP growth rates

Growth rate (%) Beijing Other Chinese areas
2003-07 2008 2009-10 | 2003-07 2008 2009-10

GDP 2.35 4.1 0.6 0.07 0.23 0.06
Investment 5.6 0.2 -0.2 -0.08 0.12 0.03
Resident Income 2.3 3.8 0.4 2.3 3.8 0.4
Resident Consumption 2.7 3.7 0.3 0.04 0.17 0.08
Imports 25 8.7 0.5 0.03 0.13 0.01
Exports 1.7 37.6 1.3 -0.04 -0.12 -0.02

Source: Investment Report, Tianxiang Investment

Statistics in table 2 indicate that Beijing as the

host city will undoubtedly benefit to a greater

extend than other parts of China. Benefits from

the Olympics include the following: GDP growth

of Beijing is expected to increase by a further

2.3% annually in the period 2003-2007. During

the year of the Olympics the city is forecast to

record an additional 4.1% growth rate, resulting

in a total GDP growth of 14.6% for Beijing in

2008. This is in comparison to GDP growth of the

rest of China which only increases by an additional 0.07% annually between 2003 and 2007 and
0.23% in 2008. Especially during the preparation period, 2003-2007, investment, resident income and
consumption, as well as imports and exports of the host city are all much higher than those of the
other areas of China. Overall, the Beijing Olympics are seen to play a positive role in promoting the

Chinese economy.

Employment Creation “The total
investment related
to the Beijing

Olympics is forecast
around 2 million people in terms of employment creation due to low- to reach US$ 37.5

According to an investment report issued by Tianxiang Investment,

China, based on the large population, the Beijing Olympics will benefit

cost labour and the convenient migration of the labour force in China. billion.”
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Employment creation of previous Olympic Games only amounted to around 150,000 jobs.
Furthermore, nine major areas will benefit from the upcoming 2008 Olympics:
Tourism: It is estimated that the Beijing 2008 Olympics will attract about 465,000 tourists
generating a direct tourist income of around US$ 5.6 billion. This exceeds the 220,000 tourists
and US$ 4.3 billion direct income generated during the Sydney Olympic Games of 2000.
Wholesale and Retailing: Since 2002 direct investment in the upcoming Olympic Games has
directly created a retailing volume of US$ 1.8 billion in Beijing. This figure is expected to grow
exponentially in 2008.
Realty: From 2003 the realty price index of Beijing has been soaring, much influenced by the
Olympic construction and economy.
Architectural industry: It is estimated that in the period 2003-08 the architectural industry
product of Beijing will reach a total of US$ 500 billion, offering employment for 80,000 people.
Demand for cement and steel will largely promote social demand; innovation of architectural
technology and materials will promote the industry development.
Traffic and transport: To meet the set goals of the Olympic Games, investment in traffic and
transport systems in Beijing will reach US$ 11.7 billion by 2008. Eight subways and some
highways will be constructed by August 2008.

“...the Beijing _ _ )
OIympics will benefit Besides the above, technology and information, the cultural and
around 2 million sports industry and some brand enterprises greatly benefit from the
people in terms of run-up to the Olympic Games. Migration of labour from rural to urban
emplqyment areas to participate in the Olympic construction will benefit poverty
creation...” o
reduction in rural areas.
Conclusion

The 2008 Beijing Olympic Games will benefit the common
development of not only Beijing, but also greater China. Chinese
officials estimate that Beijing’s Olympic infrastructure and the
perceived glamour of the Games will help keep its economy rolling.
The flow of investment will be sustained by further infrastructure
development and by the demand for property, which will be
supported by a continuing large influx of migrant labour from the
countryside. Yet, some negative sides should be noted. Some
observers are worried that the end of the Olympics could coincide
with a cyclical downturn in China's economy, exacerbating the risk of
a post-Olympics slump in the capital city. For China, the high speed development and the expanding
economy will be expected to effectively confirm the Beijing Olympic economy.

Prof Zhang Yongpeng is Associate Professor and Deputy Director of the International Relations Section, Institute of West Asian
and African Studies (IWAAS), The Chinese Academy of Social Sciences (CASS). Prof Zhang is a CCS Research Associate.
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Business Briefs

The Business Briefs section summarises key events r

month of May.

Australian government to help China
reduce emissions The Australian
Government will spend US$ 185 million
helping China to reduce greenhouse gas
emissions from its underground coal mining
industry. The Australian Environment Minister
Malcolm Turnbull has said that co-operation
with China on reducing methane emissions is
critically important because of China's heavy
reliance on coal-generated energy, and also to

improve the safety of its mining operations.

Rail

Investment

for China

The Chinese

government

is pouring

billions  into

the country’s rail network and adding over
10,000 miles of new track over the next three
years as part of its 11™ Five-Year Plan. The
US$ 190 billion outlay amounts to the biggest
infrastructure investment in China’s history,
remarked one Chinese official. A serious
shortage of freight trains and a sub-par rail
network are already affecting the country’s
manufacturing sector, which relies on raw
materials from the interior western provinces
being transported to production facilities along

China’s coast.

China & India to attract most green projects
by 2012 China and India will become the most
attractive  countries  for investment in

renewable energy projects by 2012 according

egarding China’s economy during the

to a report by Ernst & Young. "Despite recent
predictions by the International Energy Agency
(IEA) that China may overtake the U.S. as the
world's biggest source of greenhouse gases
within months, the Chinese government is
showing a commitment to renewable energy
sources,” said Jonathan Johns, Head of
Renewable Energy at Ernst & Young, in a

statement.

China approves measures for education

development The Chinese State Council has
approved on measures granting free education
to prospective teachers. The measures, which
are on a trial basis, cover students majoring in
education in six normal universities directly
under the Ministry of Education. The reform is
“designed to demonstrate to the general public
the importance of the teaching field”. At the
meeting, chaired by Premier Wen Jiabao, the
council also approved in principle guidelines
on establishing a system to provide financial
aid to regular college students and vocational

school students from poor households.

China Begins U.S. 'Buying Mission'  China
undertakes a regular "buying mission" in the
U.S. to demonstrate the country's willingness
to import more goods and services to soften a
political backlash to the massive trade
imbalance dividing two of the world's economic
powers. The latest issue of the event was
kicked off 9" of May in San Francisco with a
commitment to buy US$ 4.3 billion in U.S.
technology. Without a strong yuan, however,
experts doubt that China's purchase of U.S.



The China Monitor May 2007

goods would significantly change the overall

trade imbalance between the two countries.

Overseas-invested gas stations in China up

to 2,517 China Knowledge reports that China
has approved 2,517 overseas-invested gas
stations since it opened the market to foreign
players in December 2004. China had 93,879
gas stations by the end of 2006, with China
Petroleum & Chemical Corp, or Sinopec,
accounting for 30.7% of the market share.
PetroChina follows Sinopec with 19.4%. The
remaining 49.9% is taken by other state-
owned, private-run or overseas-invested gas
stations. Overseas players such as BP or Shell
have already tied up with partners like Sinopec

or PetroChina to run gas stations in China.

China calls for political efforts in
preventing nuclear proliferation China has
called for political efforts in honouring the
principles of the nuclear Non-proliferation
Treaty (NPT), saying that the international
community needs to address both the
symptoms and root causes of the nuclear
proliferation issue. Zhang Yan, director general
of the Department of Arms Control and
Disarmament of the Chinese Foreign Ministry,
made the call as Head of the Chinese
Delegation  at
the General
Debate in the
First Session of
the Preparatory
Committee  for
the 2010 NPT

Www.superstock.com

Review Conference. Zhang said that the risk of
nuclear weapon proliferation poses severe
threats to international peace and has become

a prominent issue of international security.

China Cracks Down on Copycat Architects

In China, the business practice of bootlegging
is not just confined to DVDs and Louis Vuitton
handbags. Foreign architects have discovered
that their designs, even their company names,
are also attracting copycats. But some are
beginning to fight back. In one of the first
cases in which the government is allowing a
foreign firm to sue a Chinese business,
Woodhead International, Australia’s second-
largest design firm, filed a lawsuit in Shanghai
earlier this year against its former local partner
on the basis of “unfair competition.” Very few
of these cases ever made it to a Chinese court
in the past because foreign companies had
limited powers in China.

China foreign exchange reserve
management agency in operation by year-
end China's foreign exchange reserve
management agency will start operations by
the end of the year, China Business News
reported. The new agency will buy foreign
exchange reserves from the central bank using
funds raised from yuan-denominated bond
issues. As China has a 'long-term strategy' for
managing foreign exchange reserves, the
agency will not resort to speculation to earn
short-term gains.

New Pakistani port to be built with the help

of China By the waters of the Arabian Sea, a
remote Pakistani fishing town is being
transformed into a massive deep-sea port to
cash in on the rise of the Chinese economy.
Pakistani Prime Minister Shaukat Aziz recently
claimed Gwadar could "change the map of
shipping in the world" and serve as a regional
energy hub for shipping and refining oil from
the Gulf. China, which has long-standing ties
with Pakistan, has financed US$ 198 million of

10



The China Monitor May 2007

the total cost of US$ 248 million to build the
port, with the rest covered by the Pakistan

government.

China Power

to spend
$4bn on
renewable

energy China

Power

International

plans to spend up to US$ 4 billion by 2010
developing renewable energy as Beijing
pushes to clean up its air and water and whittle
down its reliance on imported resources. The
government aims to boost renewable energy to
10% of energy use by 2010 and has ordered
its largest power firms to ensure that 5% of
their generation runs on renewable sources by
the end of this decade, rising to a 10" by 2020.

China’s fast growing economy boosts

imports of oil and coal China‘s imports of oil
and coal rose in April as the country's fast-
growing economy continued to boost demand
for fuel and power generation. China‘s crude
oil imports rose 23% in April from a year ago to
a record monthly high, a report by the General
Administration of Customs showed earlier this
month. China also imported more coal than it
exported in April. Coal imports rose 27.1%
from a year ago to 4.92 million tonnes in April.
In April, the Chinese government reported

economic growth of 11.1% for the first quarter.

China seeks
advice on
health overhaul
China's
government is

unable to agree

on how to fix its ailing health-care system -
through private competition or more state
services - and has turned to the World Health
Organization, the World Bank, McKinsey & Co.
and others for advice. Chinese planners face
two main problems: Health care is
unaffordable for most Chinese, and the care
people do get often is inadequate. Many
people must pay for health care themselves,
and if they are unable to come up with the
money, they are turned away at the hospital
door.

Rules reflect growing concern The China
Financial Futures Exchange has amended its
draft trading rules for the country's first stock
index futures, which are expected to be
launched this year to reduce potential risks.
Analysts said the amendments reflected
concerns about a possible overheating of
China's stock market, with the Shanghai
benchmark index more than tripling in value
since the start of last year.

China to reduce and forgive Iraqi debts
Chinese Foreign Minister Yang Jiechi
announced in Egypt this month that the
Chinese government is ready to substantially
reduce and forgive the debts owed by Iraq
while giving a grant of 50 million yuan of RMB
(about US$ 6.5 million) to Irag in 2007. The
grant will be used to provide assistance in
Iraq's public health and education, Yang said
at a ministerial meeting of the International
Compact with Iraq (ICI) opened in the day at
this Egyptian Red Sea resort.

Sweden's H&M Lands in China Attracted by
high levels of fashion awareness and spending
power, the low-cost clothing retailer, H&M
opened its first mainland store in China on

11
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April 12. It was an event that had been on the
lips of Shanghai's fashion conscious for
months. The Swedish retailer took its first
steps into the ever-more-competitive Chinese
fashion market with a bang, flying in pop star
Kylie Minogue to launch her own line of
swimwear and open the store on Huaihai Lu.
With over 1,300 stores in 24 countries, H&M is
no stranger to foreign markets but, until now, it

had limited its China business to sourcing.

China's inflation in April at 3% China's
inflation slowed to 3% in April, the government
reported Monday, amid efforts to rein in the
sizzling economy. The rate is in line with the
government's 3% target for inflation this year
and down from the 3.3% increase in prices in
March, the highest level in 25 months. Chinese
leaders are worried that sizzling economic
growth, which is expected to top 10% this year,
and a boom in construction and investment

could set off a surge in inflation.

Chinese area of arable land in danger of
dropping below government’s red line
Experts have warned that China's arable land
might drop below the red line of 1.8 billion mu
(120 million

hectares) in six

http://www.superstock.com

years' time due
to rampant
illegal use. The
Ministry of Land
and Resources recently announced the land
use plan for this year, saying the area of
cultivated land to be used for construction will
be basically the same as last year. For China,
retaining 120 million hectares of arable land
until 2020 is the bottom line to guarantee its
food safety as the total population keeps

growing. The central government wants the

red line to be safe until 2020, and once
farmland has been used for construction it is

difficult to recover, experts warned.

China National Petroleum Corp signs

US$1.5b gas contract with Turkmenistan

China National Petroleum Corp (CNPC), one
of China's biggest oil and gas producers,
announced on the 15" of May that it has
signed a contract with Turkmenistan on natural
gas exploration, reports Beijing Business
Today. Turkmenistan will pay US$ 151 million
to CNPC to drill 12 exploration wells at the
Gunorta Eloten, the world's largest gas field in
terms of proven reserves, over three years.
CNPC has prepared for the project since 2000
and it has cooperated with Turkmenistan in

other oil well restoration and drilling projects.

China severs diplomatic ties with St Lucia

over Taiwan China severed diplomatic ties
with St Lucia this month protesting the decision
of the tiny Caribbean country to restore official
ties with Taiwan. Chinese foreign ministry
spokesman Liu Jianchao said in a statement
that the resumption of "diplomatic relations"
between St Lucia and Taiwan was a flagrant
violation of the declaraton on the
establishment of diplomatic relations between
China and St Lucia. The Chinese ambassador
to St Lucia, Gu Huaming, announced the
suspension of diplomatic relations with St
Lucia and also cessation of all agreements

signed with it.

Copper May Gain in London on Increasing

China Use Bloomberg has reported that
copper may rise in London driven by
expanding demand from China, the world's
largest user of the metal, and declining

stockpiles. China's consumption will reportedly

12



The China Monitor May 2007

rise 11 percent this year to 4.45 million tons, in
line with the nation's economy which grew

11.1% in the first quarter.

First closing for Infinity Israel-China Fund

Israel Infinity Venture Capital announced on
the 10" of May that it has raised US$ 155
million in the initial closing of the new Infinity
Israel-China Fund. The fund's core strategy is
to make large investments in later-stage Israeli
technology companies and established
Chinese businesses that license, develop and
market Israeli technologies for the Chinese
market. Infinity said that the new fund will
leverage the team, network, track record and
brand that it has built in China over the last

four years.

Group of 77 and China urge reform of

International Financial Architecture for

development The Group of 77 and China
stress on the need for additional financial
resources for  development, equitable
international trade and financial systems, the
liberalisation of restraints on the transfer of
technology as well as knowledge-generation,
and concerted efforts for capacity building in
order to help end hunger and poverty and
ensure continued economic and social
development in developing countries. This was
stated by Farukh Amil, Acting Permanent
Representative of Pakistan while speaking on
behalf of the Group of 77 and China, during
the 15" session of the Commission on

Sustainable Development.

Korean shipbuilders look for competitive

edge over China South Korea is holding off
China's challenge to its spot as the world's top
shipbuilding nation by building pricier ships like

carriers for liquefied natural-gas. Shares of

Korean shipbuilders are rising as a result.
China's booming economy will reportedly
create more demand for ships than its growing
yards will take away. China overtook Japan
last year as the world's second-biggest
shipbuilding nation as new orders by tonnage
www.spiegel.de more than
doubled. South
Korea, whose
contracts grew
75%, remained

No. 1.

US KyLin-TV Announces New Partnership

with CICC The US-based KyLinTV has
announced its new partnership with China
Intercontinental Communication Center
(CICC), a large media corporation in China
specialising in producing cultural programming
and promoting international relations. Under
the agreement, KyLinTV will be the first to
bring the documentary series “China Up Close”
to KyLinTV subscribers in North America.
“China Up Close” is the most in-depth
complete documentary series illustrating
China's landscape, society, people and
traditions as well as the tremendous changes
that have taken place in China throughout

history.

Malaysia to cement energy cooperation
with China Malaysia's national petroleum
corporation, Petronas is ready to enhance
cooperation with China in the energy sector.
The Chief Executive Officer of Petronas said
his company had been working with Chinese
petroleum companies in Africa and such
cooperation would help cement ties between
Malaysia and China.

13
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NBA Players, Chinese Investment Firm

Form Partnership The US National Basketball
Players Association and China's biggest state-
run investment company formed a partnership
to develop business opportunities in the
world's most populous nation for the union's
members. It will focus on developing business

opportunities in China for active and retired

NBA  players, including  appearances,
endorsements and civic and charitable
endeavors, while promoting black culture.
“This is not a social experiment'," Billy Hunter,
executive director of the NBPA, said in an
interview at the union's  Manhattan

headquarters. “This is a for-profit venture."

Sourced from: abcmoney.co.uk, Aljazeera, AP, Associated Press of Pakistan, Architectural Record, Bloomberg, China Daily,
Huliq, NEWS.com.au, PR Newswire, Reuters, The News International, The Wall Street Journal online, Xinhua News Agency,

14
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China & Africa

The latest updates on Chinese activity on the Afric

China writes off 40% of Cote d'lvoire debt

The government of Cobte d'lvoire has
announced that China has written off 40% of
the debt owed by the West African state,
during a visit by the Ivorian foreign minister to
the Asian economic giant. The cancelled debt
amounted to 18 million and Beijing also
extended a new 10 million gift to the country.
China is keen to gain access to Africa's
massive raw material reserves to help fuel its

economy's breakneck growth.

China cobalt firms mull DRC plants after

export ban China cobalt importers are
considering setting up processing plants in the
Democratic Republic of Congo after that
country banned concentrate exports earlier this
year, according to Chinese industry officials.
This year, China's cobalt production volume
could fall by 30% to 40% due to a shortage of
concentrate from Congo, said Zhang Baoyu,
president of Jiangsu Xiongfeng Technology
Corp. Ltd., one of China's top five cobalt

processors.

Kenya: Equity Bank explores deal with

Chinese bank Equity Bank customers stand to
benefit from a business partnership being
mooted between the bank and a Chinese
bank. The partnership between Equity Bank
and China’s Development Bank is in the early
stages with talks of a possible sharing of
knowledge, especially in the area of rural
banking and micro-finance. China’s
Development Bank is of keen interest in this

area to help access its more than 800 million

an continent.

rural population. The partnership, if successful,

is to be on a long-term basis.

Chinese group
plans Uss$ 500
million trade
investment in

Mauritius Chinese group, Tianli plans to invest
about US$ 500 million on an economic and
trade zone in Mauritius. Tianli plans to attract
about 40 Chinese companies involved in
engineering, computer science, electrics,
pharmaceuticals, food processing, handicraft
and textile industry to the trade zone. Tianli is

already active in the Mauritian textile industry.

China launches Nigerian communications
satellite China has launched a domestically
produced communications satellite for Nigeria,
expanding the Chinese commercial launching
services for foreign space hardware. After
launching from the Xichang Satellite Launch
Center in Sichuan Province, the satellite had
entered its orbit "accurately" and would offer
telecommunications, broadcasting and
broadband multimedia services for Africa
throughout the next 15 years. China was
awarded the US$ 311 million deal in 2004 after
it outbid 21 international rivals, the first time a
foreign buyer had purchased both a Chinese-
made satellite and its launching service.

ZTE ships Vodafone handsets Nigeria's loss
may be Vodafone's gain, as a deal signed
between the mobile operator and ZTE

Corporation of China, should see ultra-low-cost
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handsets bearing the Vodafone logo, shipping
anytime now. The phones will be sold in
emerging markets including India, South
Africa, Poland and Romania. Vodafone also
plans to take the Chinese-made handsets to
mature markets such as the UK, as part of its

pre-paid range.

Nigeria’'s outgoing government sells oil

concessions The outgoing Nigerian
government launched a last-minute auction of
41 oil exploration licences this month, ignoring
a court order not to sell two of them and
widespread  criticism over timing and
transparency. A lot of Western oil companies
backed out as all the prime acreage has been
awarded to Indian and Chinese companies on
right of first refusal. Ten investors, including
firms from fast-growing energy consumers
China and India, obtained preferential rights on
20 exploration blocks in exchange for promises
to invest in Nigerian railways, refineries and

chemical plants.

President Hu holds talks with Rwandan
president Chinese President Hu Jintao held
talks with visiting Rwandan President Paul
Kagame this month, in which they vowed to
pursue opportunities created by the China-
Africa summit and boost bilateral ties. Kagame
singled out bilateral cooperation in trade,
agriculture and
infrastructure
construction for
special mention,
adding his
country is ready
to cement cooperation with China in areas

such as investment and communication.

South Africa’s Sasol to decide on $14 bn
China refineries investment next year  Sasol
Ltd, the world’s largest producer of motor fuel
from coal, said it will decide late next year
whether to invest as much as US$ 14 billion in
two 80,000 barrel-a-day refineries in China.
Demand for the company’s technology is rising
fast as countries with coal and gas reserves
seek to reduce their dependence on crude oil
imports. Due to the increase, Sasol plans to
build new plants in the US, Nigeria, India and
Australia.

Minister Dlamini Zuma Concludes visit to
China South African Foreign Minister Dr
Nkosazana Dlamini Zuma concluded bilateral
political, economic and trade discussions with
her newly appointed counterpart, Foreign
Minister Yang Jiechi in Beijing. Minister
Dlamini Zuma also held discussions with the
Chinese Premier Wen Jiaboa within the
context of South Africa's priority to consolidate
South-South  Relations in general and
strengthening relations with the PRC.

Gauteng to Explore China's Construction
Capabilities  South African Housing MEC
Nomvula Mokonyane will lead a delegation this
month to attend the China Building 2007
building material exhibition. This is brought
about by the expected demand for building
material and technical skills, due to
preparations for the 2010 FIFA Soccer World
Cup and other infrastructure development
projects in the country. Discussions will also be
held regarding the possibility of China
exporting cement to South Africa, in order to
assist the province in its continuing efforts to
enhance and ensure more rapid housing
delivery.
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China  'could
worsen Sudan

war Sudan

central bank

deputy governor

Elijah Aleng

criticised China
for promoting energy projects that in effect
could worsen a four-year civil war in the strife-
torn nation. According to Aleng Chinese
investment in Sudanese oil could help fund
weapons purchases in the north-east African
nation. China is the leading customer for
Sudanese oil and a key supplier of military
arms and equipment to Sudan. China has
been roundly criticised for not using its clout as
a veto-wielding member of the UN Security
Council to force Khartoum to end the violence

in Darfur.

China states a crucial role in the Sudanese
acceptance of peace plan  This month
Chinese Assistant Foreign Minister Zhai Jun
held a briefing after having concluded a four-
day visit to Sudan as special envoy of the
Chinese government. In the briefing he stated
that China played a crucial role in persuading
Sudan to accept the peace plan over the
Darfur crisis — China’s latest efforts to seek a
peaceful solution to the Darfur issue through
sanctions and the avoidance of sanctions or

other pressures.

China and Sudan vow to boost military

exchanges The Chinese Defense Minister,
Cao Gangchuan and the Chief of Joint Staff of
the Sudanese armed forces, Haj Ahmed El
Gaili, invited by the Chief of the General Staff
of the People's Liberation Army (PLA) met in
Beijing this month. At the meeting China and

Sudan vowed to boost military exchanges and

cooperation in various sectors. Haj Ahmed El
Galili appreciated China's long-term support to
Sudan. He said the Sudanese armed forces
want to maintain and strengthen cooperation
with the Chinese side so as to lift bilateral ties

to a new height.

Buffett backs oil holding in Sudan

Shareholders of Berkshire Hathaway have
decisively rejected a proposal that would have
required the company to sell its US$ 3.3 billion
stake in PetroChina, a subsidiary of a Chinese
government company that is the largest player
in Sudan's oil industry. Berkshire chairman
Warren Buffett, who owns about one-third of
his company's shares, advised against the
proposal aimed at pressuring investors to sell
holdings in companies whose activities support
the war. This is part of a divestment effort
aimed at hastening the end of the Darfur

conflict.

Zambia Closes Chinese Mine Over Air

Pollution Zambia has shut down a Chinese-
owned mine for its contribution to air pollution
and health concerns for the citizens living in
nearby townships. Chiman Manufacturing
Limited, which mines Manganese, was
indefinitely closed on May 11" for failing to put
in place air pollution control mechanisms.
Chiman opened the US$ 200 million mine
about two years ago in Kabwe, a mining town
150km north of the capital, Lusaka. The area is
known as one of the world's most polluted
places from decades of mining substances like
copper and lead, with serious health

implications for residents.
China gives Zambia $39 million for roads

The Zambian government has secured a US$

39 million loan for the procurement of earth
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moving equipment in order to repair the badly
damaged roads in most parts of the country.
The loan comes from the Chinese EXIM Bank
and the equipment is expected to reach
Zambia by the end of June to early July. The
roads that need repairing were damaged
during the last rainy season by floods that hit
most parts of the country. President
Mwanawasa is quoted saying that Zambia
appreciated the continued assistance that
China has rendered since independence.

Beijing cools on Mugabe China is quietly
changing their support
of the Zimbabwean
crisis that ensued
following the 11" of
May attacks on
opposition leaders.
Beijing, which once

perceived the West's condemnation of Mugabe

and sanctions against his regime as an
economic  opportunity, now views its
involvement in Zimbabwe as a liability both for
its investments and its international reputation.

The current crisis has Chinese diplomats in

Harare confessing to their foreign counterparts

that they are embarrassed to be associated

with the regime.

China pledges $20bn for Africa China
intends to provide about US$ 20 billion in
infrastructure and trade financing to Africa
during the next three years, eclipsing many of
the continent's traditional big donors by a
single pledge. The sums involved are
beginning to outstrip individual contributions

from traditional donors, including multilateral

development agencies. Traditional donors’
combined pledges - towards a special fund
intended to assist sub-Saharan Africa to tackle
shortfalls in electricity supply, roads and other

infrastructure — amount to about US$7 billion.

African bank meeting wraps up in Shanghai
Central bankers and finance ministry officials
from across Africa spent two days in Shanghai
at the African

Development Bank

annual meeting, as

China underscored

its growing ties to the

resource-rich

continent. The gathering was mainly a forum
focused on how to ensure that African
members have improved access to financing
and aid to stimulate economic development in
the struggling continent. With China as host,
the gathering has also taken on perceived
greater significance that has highlighted the
Asian giant's growing ties with Africa. During
the meeting African and international civil
society groups called for greater public

accountability.

Chinese to fund $150 expansion of African

Union Headquarters China will spend US$
150 million to expand the African Union
headquarters in Addis Ababa, Ethiopia. Site
clearing for the annex that will give the AU
much needed additional office and meeting
space has commenced. The Chinese
government will also build residences for

senior AU officials.

Sourced from: Agence France-Presse, Bloomberg, Bua News, Business Day, South African Department of Foreign Affairs,
International Herald Tribune, Kenya Times Newspaper, Los Angeles Times, macauhub, News24.com, Pan African News
Agency, Reuters, South African Press Agency, The Associated Press
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The China Forum

Recent Events

CCS Panel Discussion — 3 " May 2007
On Thursday, the 3" May the Centre for Chinese
Studies held a public panel discussion. The theme of
the discussion was “The Beijing Olympics 2008”. The
panel consisted of Dr Scarlett Cornelisson, from the
Political Science Department of the University of
Stellenbosch, Dr Kamilla Swart, from the Centre for
Tourism Research in Africa, and Prof Zhang

Yongpeng, from the Chinese Academy of Social From right to left: Prof Zhang Yongpeng, Lucy
Sciences. A summary document of the discussion will Corkin, Dr Kamilla Swart, Dr Scarlett Comelisson

be made available on the CCS website.

CCS at National University of Singapore — 8 " May 2007
Lucy Corkin, Projects Director, made a presentation at the East Asia
Institute (EAI) of the National University of Singapore on China's
engagement in Africa. The presentation was attended by various EAI academics and researchers as
well as several visiting scholars from Peking University. Discussion followed debating the various
aspects of China's engagement in Africa and its resultant economic and social impacts in various

African countries.

CCS hosts delegation form Libya — 9 B May 2007
Sanusha Naidu, Research Fellow, CCS and Hannah Edinger, Research Manager, CCS met with a
delegation from Libya led by Dr Abdulkaber AlFahkary, Under Secretary of the General People’s
Committee for Higher Education to discuss future collaboration with the CCS.

CCS Panel Discussion — 10 ™ May 2007
On Thursday, the 10" May, the Centre for Chinese
Studies held a panel discussion under the theme
“China’s Soft Power”. The panel consisted of
Sanusha Naidu, Research Fellow at the Centre for
Chinese Studies, Prof Kwesi Kwaa Prah, from the
Centre for Advanced Studies in African Society, and
Dr Janis van der Westhuizen, from the Political
Science Department of the University of
Stellenbosch. A summary document of the
discussion will be made available on the CCS From left to right: Hannah Edinger, Sanusha Naidu, Dr

. Janis van der Westhuizen, Prof Kwesi Kwaa Prah
website.
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CCS at Confucius Institute Conference —10 " - 11" May
Lucy Corkin, Projects Director, represented the Centre for Chinese Studies at the World Forum for
Confucius Institutes at Ritsumeikan University in Kyoto,
Japan. The Forum served to strengthen international
linkages between the various Confucius Institutes
around the world and provided a platform to discuss

the operational challenges.

CCS hosts Shanghai Seminar — 14 B May 2007
The CCS hosted a seminar where Lucy Corkin, Projects Director made a presentation on China's
strategic investments in African infrastructure in Shanghai, China. The seminar, attended by the South
African Embassy and consulate general and various academics and business interests, highlighted
several important aspects of China's engagement with Africa against the back drop of the African
Development Bank meetings that took place in Shanghai. A summary document of the seminar will

be made available on the CCS website.

CCS at African Development Bank Meeting -
May 2007
Lucy Corkin and Thomas Orr, CCS Representative in
Beijing attended an African Development Bank side
event hosted by OECD/Standard Chartered. The
workshop held on 16" May 2007 was entitled “China
and Africa: Business and Economic Perspectives”.

Ms Corkin and Mr Orr also represented the CCS at the
China Development Brief/Focus on the Global South 0 right: Adrian Davies, Head of DFID

Workshop on “China's new role in Africa and the  China, Lucy Corkin, Projects Director, CCS, Dave
Malcomson, Minister Counselor, SA Embassy in
South: the search for a new perspective" where Ms  Beiiing, Thomas Orr, Beijing Representative, CCS.
Corkin presented on China's strategic interests in Africa and the economic impact thereof. The
workshop was an important meeting for various NGOs interested in China's interaction with Africa and

the "South".

CCS hosts SIS delegation — 15 th May 2007
On Tuesday, 15" May Ms Sanusha Naidu,
Research Fellow, CCS and Ms Hannah Edinger,
Research Manager, CCS met with a delegation
from the Shanghai Institute for International
Studies (SIIS) at the CCS office. The delegation
was lead by SIIS Vice President Wang Xiaoshu,
and included Dr Zhang Haibing, Dr Li Weijian, Dr

Chen Dongxiao and Mr Zhao Gancheng. Prof

From left to right: Dr Zhang, Dr Chen, Mr Wang, Ms Edinger,
Ms Naidu, Prof Kersting, Mr Zhao and Dr Li .



The China Monitor May 2007

Norbert Kersting from the Department of Political Science, University of Stellenbosch joined a lively
discussion with the delegation and CCS scholars. Vice President Wang Xiaoshu also addressed an
academic audience later that day in Mandarin on China’s development and economic globalisation,

and Sino-African ties. Translation into English was provided by Mr Zhao Gancheng.

CCS at the World Investment Mining Conference — 17 " May 2007
Dr Martyn Davies, Executive Director, CCS presented at the World Investment Mining Conference in

London, UK on the topic of China and India's investment footprint in the African mining sector.

CCS at Royal African Society — 18 ™ May 2007
Dr Martyn Davies presented at the Royal Africa Society at the
School of Oriental and African Studies on the subject of "Carving
out Special Economic Zones in Africa: China's Developmental

Model Comes to Africa".

PRC Government Scholarships — May 2007
This month the Centre for Chinese Studies together with the South African Department of Education
awarded 5 full scholarships as well as 5 partial scholarships to South African students to study in
China. The successful candidates for full scholarships are Mr Marko Kidibone, Ms Ruth Africa, Ms
Carol Mbewe, Mr Matthew McDonald and Mr Martin Bekker. Partial scholarships were awarded to Ms
Tanya Marsh, Mr Kyle Bailey, Mr Lebogang Rasethaba, Ms Regina van Zyl and Mr Karthick Naidoo.
The Centre for Chinese Studies and the Department of Education would like to thank the Government
of the People’s Republic of China for the scholarship offer.
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