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Editorial

In the late 1990’s, a serious debate was gripping the Southeast Asian
region. It was over the impact China’s economic rise would have on
the economies of the Association of Southeast Asian Nations
(ASEAN), not too dissimilar to the debates that are raging amongst
Africans and international observes of China’s commercial

engagement of the African continent.

Former Singaporean Prime Minister, Goh Chok Tong said in 1998 that
China was simultaneously the greatest competitive challenge and
economic opportunity for Singapore. Ten years later, the region has
successfully positioned itself vis-a-vis China — engaging Chinese
business rather than protecting against it. Singapore has arguably
been the most successful economy in the region to embrace the
Chinese growth phenomenon. Thailand and Malaysia are not far
behind. And their manufacturing industries are booming — over one
third of Singapore’s GDP is from its manufacturing sector. Who says

China will dominate global manufacturing?

Southeast Asia no longer enjoys the double digit economic growth
rates of the early to mid-nineties. But its current strong growth — albeit
lesser than before — is sustainable and is due to demand from China.
African economies are facing the same issues that Southeast Asia did
a decade ago. Will Africans choose to engage Chinese competition or

protect against it?

Dr Martyn J. Davies

Executive Director, Centre for Chinese Studies
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Policy Watch
China’s Engagement with ASEAN:
An alternative leadership?

By Dorothy Guerrero

China’s continued growth performance in the first half of 2007, despite Beijing’s measures to slow the
economy, indicates that it could overtake Germany as the world’s third largest economy by the end of
the year. China’s dramatic rise to global power status is making the elites in many developing
countries look up to it as a model of development by which countries can decrease poverty and
increase economic growth. Many of them are harbouring the fantasy that China’s embrace of capitalist
values and its opening to the world will automatically make this market of 1.3 billion consumers into an

instant democracy.

Within a short period of ten years China managed to shift its “Within a short period of
foreign policy from that of an inward-looking developing country ten years China
to one that ‘thinks big’ and one able to play a leading role in managed to shift its

foreign policy from that

of an inward-looking
welcomed by the Association of Southeast Asian Nations developing country to

international relations and Asian regional integration. This is

(ASEAN) since this is preventing the exercise of regional one that ‘thinks big’...”
hegemony by any one external power and keeps the diversity of

the region's dependencies. China’s fast-paced military build-up, although incomparable to the United
States, is already fuelling US suspicion that China is aiming to be a rival superpower that needs to be
contained. The obvious reference to China in the Pentagon’s Quadrennial Defense Review released

on 5 February 2006 reaffirms that the US will not allow China to become a competing superpower.

Beijing's geo-political positioning in the institutions of global governance is
becoming more and more interesting and important to watch. China's role in
the WTO groupings, especially its identification with the G20 and the G33,
although still tempered by its current hesitation to take a leadership position,
suggests a strategic resistance led by China may be possible against the
major powers within the WTO. China’s aggressive wooing of other developing
countries into bilateral free trade agreements shows an increasing competition that could result in

some wider ‘inter-imperialist rivalries’ between China and the other big economic powers.

China is also increasingly asserting its voice and power in the World Bank and the Asian Development
Bank. With nearly a trillion dollars in hard currency reserves and eager for stable friends in the region,

especially in Southeast Asia, China is making big loans for big projects to countries that used to be the
sole preserve of the two institutions, the United States and Japan. China’s export credit and guarantee

agencies, particularly the China Exim Bank and Sinosure are now playing a crucial role in fostering the
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rapid expansion of Chinese trade and overseas investment in the South. The China Exim Bank is now

the world’s third largest export credit agency.
China and the ASEAN'’s Hedging Strategy

While China has yet to arrive at the status of an alternative to
US leadership in the region, ASEAN may well use China’s
potential as a possible alternative in its balancing act with the
US and Japan in various political, economic and security
negotiations. China proposed the Code of Conduct for the
South China Sea and formally signed the ASEAN Treaty of
Amity and Cooperation.

The ASEAN—-China Free Trade Agreements (ACFTA) is a crucial

component of an East Asian regional economic integration that “China and the
Malaysia and China are strongly supporting within the ASEAN + 3 ASEAN have started
formations. The 2002 Framework Agreement on Comprehensive to cut tariffs on more

. o than 7,000 products
Economic Cooperation kicked off a 10-year process. The 2004 "

China—ASEAN Summit formalised what China called an ‘Early
Harvest Plan’. This plan grants a 3-year duty free entry for ASEAN goods into Chinese markets. After

this, China’s manufactured goods will have full free tariff access to Southeast Asian markets.

This secures China’s access to the region’s raw materials and at the same time removes barriers to
China’s exports. China and the ASEAN have started to cut tariffs on more than 7,000 products, a
move indicating the start of the substantial tariff reduction phase between the two parties. Trade
between China and ASEAN has been on the rise. It reached US$ 160.8 billion in 2006, which is 23.4%
higher than the 2005 record. (Xinhua, January 15, 2007). China is now the third or fourth most
important trade partner of individual ASEAN countries.

At the same time Japan, the US and the EU are also rushing their own economic partnership
agreements with the ASEAN or individual countries. The ACFTA and the finalisation of the USA—
Korea FTA in April 2007 jolted Tokyo to rush its own Japan—ASEAN Comprehensive Economic
Partnership. The Agreement on ‘Trade in Goods’ in the proposed ASEAN—-Japan pact will be finalised
in November. The EU's FTAs are competitive-driven FTAs that are larger in scope than the WTO?. In
particular, the EU is aiming for the maximum liberalisation of the service sector and investments.
Likewise, the EU stresses that the nations that enter FTA with the EU must liberalise at least to the
level of the EU®.

! See Agreement on Trade in Goods of the Framework Agreement on Comprehensive Economic Cooperation Between the
Association of Southeast Asian Nations and the People’s Republic of China at www.aseansec.org/16646.htm

2 Issues such as investment rules, competition policies and government procurement that have been rejected by the developing
countries at the WTO are being negotiated in these FTAs.

% “Global Europe Competing in the World”, October 2006.
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Towards a New Developmentalism?

There are some lessons that other developing countries could learn from China. China demonstrated
the importance and effectiveness of state ownership of key sectors, of the banking system, strong
state control over capital allocation, and powerful regulation of investment (foreign and domestic) and

international trade.

Unfortunately, the elites are only talking of emulating the Chinese trickle down development model
that relies on foreign investments and job creation through massive infrastructure projects and
sweatshops. They do not talk of economic policies such as protectionism, targeted investments and
financial supports that China implemented. It seems forgotten too that the Chinese people enjoy an

. almost guaranteed access to land, education and basic services
There are some

lessons that other (although these benefits are now rapidly eroding). Those that are

developing countries beguiled by China's impressive growth rate and the way it
could learn from compressed 150 years of market capitalism into three decades
China.”

underestimate the disastrous social and environmental impacts of

China’s catch-up development track, which is now causing huge problems to its people.

It is important that we take a more careful look at the nature of the growth process in East Asia. The
dynamic growth of the tiger economies in the 1980s that followed the NIC (newly industrialised
country) model of development did produce improvements in the living conditions and resulted to
dramatic development of the formal sector of employment in South Korea and Taiwan. However, such
gains came at a very high cost.

China’s growth under the current globalisation of capital
accumulation is accompanied by harsh conditions for
working people. The hype about enormous growth paints a
false picture of what capitalist success means. It is
important to challenge the falsity of the view that adopting
East Asian models of growth before democracy and
equality will produce economic miracles like China. More
than ever, it is important to revisit the role of the state in
development and its responsibility for equitable redistribution of wealth and opportunities to its people.

There is also a need to shift the spotlight from export as the main engine driving the economy.

Dorothy Guerrero is a research associate and coordinator of the China Project of Focus on the Global South. She can be

reached at d.guerrero@focusweb.org.
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Commentary

Regional development with Chinese characteristics?

By Nastasya Tay and Johanna Jansson

In the last week of July 2007 the Association of Southeast Asian Nations (ASEAN) met in Manila to
draft the rules and provisions of its first ever charter, which is intended to pave the way for economic
integration by 2015. The formation of an East Asian economic community is closer to becoming
reality.

China’s escalating
engagement with the rest of
the world, especially with
developing counterparts in
Africa, has been cause for
much debate. Less attention
has been focussed on the
impact of China within its own region — and its relationship with its Southeast Asian neighbours. Is a
strategy of regional integration and development unfolding in the spaghetti bowl of bilateral FTAs from
both parties? Do China’s intentions and objectives differ from region to region? And in Southeast Asia,
are these predicated on strategic concerns — military security and rivalry with Japan and the US - or
are they a consequence of China’s own development, representing the natural evolution of China’s

links with its regional partners?

“The Chinese-ASEAN China’s ‘strategy’ in Southeast Asia — gleaned from a bewildering
Free Trade
Agreement paved the

way for the largest
free trade area in the Cooperation’, cooperation in the field of non-traditional security

flurry of agreements between the parties, ranging from declarations

on their conduct in the South China Sea, to treaties of ‘Amity and

world.” issues and the like — is a comprehensive one. An illustrative
example: its domestic energy crisis requires secure shipping routes through some of the most
dangerous nautical territory in the world. No surprise then, that maritime security has featured
prominently in the agreements discussed and signed with ASEAN — whose members include
Malaysia, Singapore and Indonesia — guardians of the Straits of Malacca and the alternative shipping

route through the South China Sea.

The piece de résistance of these agreements can be regarded as the China-ASEAN Free Trade
Agreement (CAFTA), the framework of which was signed in 2002. The FTA, a zero-tariff market of 1.7
billion people, has been targeted to come into force in 2010 for the six original ASEAN members, and

in 2015 for the other four. It will represent the largest free trade area in the world.
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Complementarity or competition?

The year 2007 represents the 40" anniversary of the establishment of ASEAN — a year after the 15"

anniversary of China-ASEAN relations in 2006. Relations remain strong and are developing with age.

The CAFTA is part of a wider "plan of action" to cooperate in politics,

security, military affairs, transportation, information technology and

tourism, and has also been viewed as a key step of a vision of a

trade bloc to rival Europe and North America. At an informal meeting

in 2004, both China and the ASEAN ministers agreed that an East

Asian community is a long-term objective for East Asia cooperation,

and such a community is to be developed through the existing ASEAN+3 mechanism. And at the 15"
Anniversary Commemorative Summit of ASEAN-China Dialogue Relations, Chinese Premier Wen

Jiabao commented that China-ASEAN relations had never been better?.

“ _China’s future But is China dominating the relationship? Various analysts have
role in South East suggested that the bilateral economic deals entered into by China with
Asia is likely to be a number of ASEAN countries are unduly in China’s favour, generating

determined by

. . fears of economic dependence and political domination®. On the other
Chinese domestic

development and hand, ASEAN's agreements with China could be seen to reflect the
relations with other group's desire to latch on to a booming economy that is drawing FDI
major players...” away from the region®.

In economic terms, relations between China and Southeast Asia have been and continue to be
marked by a mixture of collaboration and competition. Acharya notes that “[ijn the short term, ASEAN
states will seek to accommodate China and try to benefit from economic linkages with China’s
booming economy. At the same time, China’s rising power will remain a concern, and ASEAN will
seek avenues for dealing with a security challenge from China through a mix of deterrence and

cooperative security approaches” ’

. Acharya notes further that China’s future role in South East Asia is
likely to be determined by Chinese domestic development and relations with other major players such

as the US, and not by Southeast Asia itself.

The Southeast Asian states will, according to Acharya, probably not align strategically with China, but
only seek to benefit from the Chinese economic boom through economic cooperation — however the
shifting balance of these incentives is complex. China similarly needs Southeast Asian resources and

markets and a stable regional environment for its development — a strong incentive for cooperation

4 China-ASEAN relations the best in history says Chinese premier. Xinhua.
http://english.peopledaily.com.cn/200610/30/eng20061030_316558.html 2006-10-30

® Kuppuswamy, C.S. ASEAN Economy — Dominated by China? South Asia Analysis Group.
http://lwww.saag.org/papers12/paper1184.html 2007-07-19

® China and Southeast Asia sign trade accord. Agencies. http://www.chinadaily.com.cn/english/doc/2004-
11/29/content_395755.htm 2004-11-29

” Acharya, Amitav. Seeking Security in the Dragon’s Shadow: China and Southeast Asia In the Emerging Asian Order. Working
Paper no. 44, March 2003. Institute of Defence and Strategic Studies, Singapore. P. ii.
http://www.isn.ethz.ch/pubs/ph/details.cfm?Ing=en&id=27020 2007-07-25
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with ASEAN®. In 2002, the Asian Wall Street Journal noted that ten years earlier, 80% of East Asian
investment was directed towards ASEAN countries and 20% to China — by 2002, the ratios had been

reversed®.

China: Total Trade with World, Africa & ASEAN (Bi llions of US$)
2000 2006
World 474.3 1761.1
Africa 10.6 55.5
ASEAN 39.5 160.8

Source: MOFCOM

China has set forth the target of US$ 200 billion annual trade with ASEAN countries by 2010 — with
two-way trade in 2004 already over US$ 100 billion™ . While incentives for economic cooperation vary
for both sides, the only thing clear is that as both regions continue to develop, the fostering of a strong
cooperative relationship can only be mutually beneficial — a Chinese catchphrase for many of its
international agreements — and future contention will be based on whether the win-win partnership will

generate more winnings for one side than the other.
The ties that bind

In the China-ASEAN bilateral general framework, other than regional housekeeping matters, emphasis
has been placed on economic cooperation and building friendships. Notably, this engagement does
not differ from its ‘going out’ strategy in other regions, including Africa. China, like any developing
country, is looking to its regional neighbours for new markets, and to secure its trade corridors. Its
regional neighbours recognise the benefits of taking advantage of China’s evolving outward-looking
outlook and a firm relationship blossoms the Asian way — through economic agreements and

commitments to ‘friendship’.

China-ASEAN relations have been characterised as economic cooperation
first and foremost — developing from an economic basis into other areas™.
These are manifested in an extensive array of cooperative tools and
organisational ties, from the ASEAN-China Economic Forum that last took
place in April 2006, to the upcoming China-ASEAN Expo this October, and
the institutionalisation of ties within structures such as the China-ASEAN
Association and the Asian Regional Forum. As much as the Asian giant
recognises the influence of the ASEAN members in shaping its future on a

globalising stage, ASEAN too recognises the importance of China and

8 Acharya 2003:1

® ASEAN slips into irrelevance, Asian Wall Street Journal, November 5 2002, p. A9.

0 Wong, John, Zou, Keyuan & Zeng, Huaqun, China-ASEAN Relations: Economic and Legal Dimensions, 2006, World
Scientific, Singapore, Chapter 1.

" bid.
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other East Asian powers in shaping theirs. The ASEAN +3 process, including Japan, China, and South
Korea, highlights the ASEAN’s own realisation that ASEAN itself without the additional “plus three”

countries has apparent limitations in providing a collective voice for Asian countries™.
Parallels and prospects

Intriguingly, popular perception of China’s
relationship with ASEAN differs greatly from
China-Africa relations. While understanding of
the ASEAN-China relationship is couched in
economic analysis (including discussion of
competition and complementarity), Africa-China
relations are often viewed in the context of
exploitation and ‘neo-colonialism’. Confusingly,

comparative scrutiny of China’s engagement with both regions highlights little difference.

“China tends to Why? Both regions have a strong colonial history involving Western
negotiate with powers. Both regions consist of diverse cultural and ethnic groupings.
individual countries Both regions are mineral-rich (Nigeria, Angola, the DRC, Burma,

bilaterally in both

Southeast Asia and
in Africa.” Western powers, especially during the Cold War. Both regions

Indonesia). Both regions have been regarded as ‘strategic areas’ by

represent new markets for the Asian giant. Both regions include a
number of contentious states or states involved in contentious conflicts that China continues to supply
with arms (Sudan, Zimbabwe, Burma, Indonesia, and Thailand). So, why the differing perceptions of

exploitation and pragmatism?

Is this because Africa lacks a strong, unified negotiating body? And could effective regional integration
in the continent change this dynamic? China tends to negotiate with individual countries bilaterally in
both Southeast Asia and in Africa. However, China’s acknowledgment of the significance of ASEAN
as a regional body has shifted the dynamics of its relationship with member states and the region as a
whole. The key difference here lies in the existence of a strong, unified negotiating body that

proactively seeks and manages its relationship with China.

Does China’s relationship only work with Southeast Asia because of similar cultural backgrounds,
shared histories, a shared geographical region and similar growth characteristics? Or do these
elements come together to instil confidence in the members of ASEAN to being more assertive and
ensure mutual benefit is mutual? While ASEAN’s more developed economies give it a better hand
when it comes to making deals, the confidence of the negotiating body is undoubtedly boosted when
more come to the party.

2 Stubbs, Richard. "ASEAN Plus Three. Emerging East Asian Regionalism?” in Asian Survey, May/June 2002, 42:3. Page 440f.

10
|
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“ Africa’s Regional As Stanley Subramoney, Director of the NEPAD Business
Economic Communities Foundation asserts, Africa’s Regional Economic Communities
(RECs) have an

- A (RECs) have an extraordinarily important role to play in the
extraordinarily important

role to play in the continent’s engagement with China. Negotiating trade deals,
continent’s engagement developing workable, efficient infrastructure, promoting effective
with China.” training programmes, technology transfer and capacity-building

— all of these cross borders. A road from a land-locked mine to a
shipping port on the coast will inevitably cover a number of countries. Information and communication
technology (ICT) is not much use to anyone if cables end at remote borderposts. Demanding more
beneficial conditions for the trade of small industrial products will be far more fruitful when five
countries ask for the same tariffs rather than one.

In a debate about avoiding exploitation, Africa needs to stand up for itself — and that is best done when

countries with similar interests stand together. Who takes the biggest winnings out of the win-win

relationship? The responsibility lies with Africa and its own regional bodies.

Nastasya Tay is Projects Manager andJohanna Jansson is Research Assistant at the Centre for Chinese Studies, University of
Stellenbosch.
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Business Briefs

The Business Briefs section summarises key events r

month of July.

Chinese-sponsored economic zone debuts

in Russia The first phase of the Ussuriysk
Economic and Trade Cooperation Zone, a
Chinese-funded economic and trade
cooperation zone approved by Russian and
Chinese commercial authorities and covering
2.28 million square meters, has gone into
operation. The zone is located in Russia’s Far
East near the border of Heilongjiang Province
in northeast China. Currently more than 500
Ussuriysk residents are working in the zone,
earning about 2,000 yuan (US$ 263) a month,
which is reportedly higher than the local

average wage.

China can catch India as an outsourcing
center According to a new report from the
IDC, a Boston-based
research firm, Chinese
cities might overtake
Indian cities in
outsourcing by 2011, due
to massive investments
made in infrastructure, English language skills,
technical skills and internet connections. The
report takes factors such as cost of labour and
rent, language skills and turnover rate into
account — for example rising wages in India
might lead companies to look elsewhere. At
the same time it has been noted that Indian
companies are increasing their presence in
China and it has been suggested that Indian
companies with operations in China might

become very profitable.

egarding China’s economy during the

China builds energy sources early warning

system China has begun to speed up the
development of an early warning system for
energy sources in the backdrop of international
energy shortages and soaring oil prices. The
Office of the National Energy Leading Group
has initiated research to forecast China’s
energy need and supply. The energy analysis
and the forecasting system put forward is to
cover areas such as energy exploration,
production, transportation, demand, prices and

efficiency.

Iran-China Energy
Deal Western
diplomatic sources
have indicated that
Iran and China are in deep negotiations
regarding a major energy deal involving the
swap of energy for technology. This would
ultimately make Iran China’s leading supplier
of oil. Gholam-Reza Manouchehri, managing
director of Iran’s Petropars, said, “we intend to
create new opportunities by making optimum
use of the facilities of both countries in the

mentioned fields.”

Turkmen President in China for Energy

Talks Turkmenistan's president, Gurbanguly
Berdymukhammedov, recently completed a
two-day official visit in Beijing with the delivery
of Turkmen gas to China at the top of the
agenda. During his stay, Berdymukhammedov
signed several agreements aimed at speeding
up bilateral  projects, especially gas

12
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cooperation. The discussions with Chinese
President Hu Jintao included efforts to further
a hoped-for gas pipeline between
Turkmenistan and China.
Berdymukhammedov’s visit to China marks a
milestone in  the implementation  of

Turkmenistan’s foreign policy strategy.

China to encourage loans for energy-
efficient companies China has announced it
will limit loans for
industries that
are heavy users
of energy to
reduce waste
and improve
environmental protection. The Chinese central
bank, the People’s Bank of China, will order
Chinese banks to restrict lending to companies
that pollute, and instead financing will be
encouraged for companies with innovative
technology that allows increased energy
efficiency. China reportedly wants to avoid a
repeat of last year, when it missed a
government target to cut the amount of energy

used for each unit of gross domestic product.

China and Japan to further co-operation on

energy resources The Chinese Vice
President Zeng Qinghong has said during a
meeting with the Japanese House of
Representatives Speaker Yohei Kono that
China and Japan should further cooperation on
energy resources and environmental
protection. Zeng also welcomed the Japanese
business circle to participate in China's local
economic development process. He also
encouraged the cooperation of the middle and
small-sized enterprises between China and
Japan. Kono is visiting China at the invitation

of the China Council for the Promotion of

International Trade. Besides Beijing, Kono also

visited China's southwest Sichuan Province.

China urges coal sector to speed up

efficiency China’s top economic planning
agency, the National Development and Reform
Commission (NDRC), has said in a statement
that the Chinese coal sector should accelerate
energy-saving and emission-control measures,
offering preferential access to power grids and
lower taxes as incentives. The coal firms
should  furthermore  cut their energy
consumption per ton by 20% from 2005 levels
by 2010, as part of a national drive to reduce

the country’s greenhouse gas emissions.

Russia to construct China oil pipeline in
2008 Construction work will begin next year on
a much-anticipated pipeline to deliver crude oil
directly from Siberia to China, Russia's energy
minister Viktor Khristenko has announced.
Russia in 2003 opted against a plan to build a
single pipeline directly to China, choosing
instead a 4,000 kilometre route that skirted
China and remained entirely inside Russian
territory all the way to the Pacific port of
Nakhodka opposite Japan. Since then, the two
countries have been in discussing building a
branch off the main route to China's oil capital
Daging.

China invited to explore Iragi oil  The Iraqi
Ambassador to China has announced that
China is welcome to explore oil resources in
Irag as a new law is set to open its oilfields to
international companies. The oil and gas law
faces a parliamentary vote next month after
Iragi Prime Minister Nouri al-Maliki endorsed it
in February and the Cabinet approved it the
following month. If ratified, it will open the

country's oil resources to foreign companies,

13
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and a frozen Sino-lraqi oil contract could be

reactivated, the Ambassador said.

Westinghouse to build four nuclear power

plants in China The UK-based Westinghouse
Electric Company has signed a deal to build
four nuclear power plants in China and to
transfer technology for its newest reactor to a
Chinese partner, a cost of gaining a foothold in
the country's

fast-growing industry.

Westinghouse  President  Steve  Tritch
described the deal for third-generation AP1000
reactors as "multibillion-dollar contracts," but
said the Chinese buyers asked the company

not to disclose details.

World Bank signs first landfill gas project
in China The World Bank
has announced that it has
signed its first agreement
in China to reduce
greenhouse gases from a
landfill. Methane, carbon dioxide and other
gases will be collected from a sanitary landfill
in Tianjin that held more than 1.6 million tons
of household waste at the end of 2006.
Systems will be installed on the site for landfill
gas collection, electricity generation and gas-

flaring.

China due to enact new labour law after

heated debate In 2005 when Beijing set out to
tackle complaints of unpaid wages, forced
labour and other labour abuse related issues,
a heated debate was ignited prompting
warnings that the measure might hurt the
economy since abundant low-cost labour is
said to be one of the factors that has fuelled
China’s economic boom. After 18 months of
deliberation and a rare government request for

public comment on the law, legislators have

enacted a final version that is meant to set
standards concerning labour contracts, use of
temporary workers and severance pay for
China's rapidly changing labour market. The
approval of the law follows a recent brickyard
slavery scandal, where around 400 slaves,
some as young as eight, were freed from
illegal businesses in northern and central
China. The law will come into effect on 1
January 2008.

China to open up
military industry
to foreign
investments In a
statement posted
on its website, the Commission of Science
Technology & Industry for National Defense
(COSTIND) has stated that China is to allow
foreign investors to 'conditionally participate in
the shareholding restructuring of (the
country's) military companies'. The statement,
issued jointly with the National Development
and Reform Commission and the State-owned
Assets  Supervision and  Administration
Commission, said companies which design
and produce strategic and other major
weapons that involve core state secrets and
those that have a direct bearing on national
security will still be off-limits to foreign

investments.

Chinese government tightens monitoring

over State-Owned Enterprises The Chinese
government is tightening its monitoring of the
state-owned enterprises under the control of
the central government, according to a report
by Xinhua. The report states that the State-
owned Assets Supervision and Administration
Commission  will demand that these

14
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enterprises submit to a system of annual

budgets and financial statements.

JP Morgan
Chase eyes
expansion in
China JP
Morgan Chase
is considering
developing a
retail presence in China after the US bank
secured a commercial banking licence from
Beijing. Gaby Abdelnour, chief executive and
chairman of JP Morgan in the Asia Pacific
region, told the Financial Times that retailing in
China was "a long-term dream that will require
a lot to make it a reality”". He said the bank had
been looking at retail opportunities outside its
domestic market and that China's economic
growth made it "pivotal" in terms of
strengthening the US bank's footprint in Asia.
Russia was another possibility, added Mr
Abdelnour.

AIG Gets License for Unit in China  American
International Group Inc. (AIG), one of the
world's largest insurers, has announced that a
subsidiary has received approval by China
Insurance Regulatory Commission to create a
unit called AIG General Insurance Co. China
Ltd., based in Shanghai. AIG said the license
will allow it to expand its general insurance
capabilities and streamline operations and
capital. The company plans to establish new
branches beyond its current locations in
Shanghai, Guangdong and Shenzhen, pending

regulatory approval.
China's industrial growth accelerates

unexpectedly The Chinese government has

reported that industrial production growth

unexpectedly accelerated in May, hours after
Premier Wen Jiabao said further steps are
needed to cool the world's fastest-growing
major economy. Production by factories, mines
and utilites rose 18.1% May from a year
earlier, according to the National Bureau of
Statistics, after gaining 17.4% in April. This
compares to the 17% median estimate of 19

economists surveyed by Bloomberg News.

First private aircraft dealer open for

business The Tianducheng General Aviation
Marketing and Service Centre has opened its
doors in the city of Hangzhou to reveal a range
of helicopters and small private and
agricultural-use airplanes. It is China’s first
showroom selling aircrafts to private
customers, and could be seen as the latest
sign of soaring incomes as the country’s
economy booms. The number of private
owners of aircraft is reportedly less than 100
nationwide, but the aircraft dealer in Zhejiang
province plans to capitalise on expected
growing private sales as personal incomes

continue to skyrocket.

China to expand basic urban health

insurance China plans to introduce a national
health insurance programme for all urban
residents, the Chinese Premier Wen Jiabao
has announced. The comprehensive medical
insurance programme will over the next three
years cover all urban citizens, including
children and the unemployed. With the advent
of the new programme, a further 200 million
urban residents will be insured. The
government has selected 79 cities to launch

the pilot programme by the end of September.

Arab-China trade expected to reach $100
billion by 2015 The total volume of trade
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between Arab countries and China has
reached US$ 51.3 billion in 2005, and the
figure is predicted to top US$ 100 billion by
2015. This was announced by the President of
the Council of the General Union of Chambers
of Commerce, Industry and Agriculture for
Arab Countries at the second conference of
Arab-China Business Conference in Amman.
Eight hundred Arab and Chinese business
leaders have recently met in Amman to
discuss increased trade and cooperation.
Chinese direct investment into Arab countries
was US$ 500 million, with Arab countries
investing US$ 1.5 billion in China.

Bigger

Brazilian

ships to

take ore

to China

The Brazilian mining group CVRD, which won
the battle for Canada's Inco with a bid of £9.4
billion, is having the world's largest ore carriers
built to export iron ore to China as the latter's
insatiable demand for the raw materials to
produce steel has pushed freight rates through
the roof. CVRD has ordered four ore carriers
with a capacity of 388,000 tonnes and the first
of them will be ready in 2011. Chinese imports
of iron ore have almost doubled in a few years.
In 2004, the country imported 220 million
tonnes; this year it is expected to import about

400 million tonnes.

China and the US wrap up fourth strategic

dialogue China and the United States have
recently finished their fourth round of strategic
talks that touched on bilateral relations,
international and regional issues. Both
countries  acknowledged the need to
strengthen bilateral relations that will expand
common interests, manage exchanges and
cooperation and enhance strategic mutual
trust. The dialogue included the Taiwan issue,
the Korean peninsula, Sudan’s Darfur region,
global climate change and non-proliferation of
weapons of mass destruction. The next round
of strategic dialogue is scheduled for Beijing at

the end of the year.

IMF adopts new rules on currency and US

hopes it will pressure China The
International Monetary Fund has recently
announced that it has adopted new guidelines
for how countries should conduct their foreign
currency policies. The Bush Administration had
sought the change as a way of applying more
pressure to China to reform its currency
system. IMF Managing Director Rodrigo de
Rato announced it is the first ever
comprehensive policy statement on
surveillance and the new guidelines add as a
new principle that the IMF's 185 nations should
avoid "exchange rate policies that result in

external instability."

Sourced from: AFP, AFX News Ltd., AP, Bloomberg, China Daily, Daily India.com, DPA, Daily Yomiuri online, Eurasianet,
Financial Times, Forbes, FXstreet, The Guardian, Hindustan Times, Interfax China, Investor Ideas.com, Jurnalo, LBO, NWI
Times, Presna Latina, Reuters News Agency, The Financial Express, The Real Truth, XFN Asia, Xinhua News Agency.
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China & Africa

The latest updates on Chinese activity on the Afric

Chinese company builds road to link

Angolan provinces of Cabinda and DRC

The Angolan provinces of Cabinda and the
DRC are scheduled to be linked by a new
road, the Cabinda Link, within the next four
years. The Chinese company China Road and
Bridge Corporation are in charge of the
construction of a road and a bridge over the
river Zaire that will pass through the
Democratic Republic of Congo. China Road
and Bridge has presented four models with
differing characteristics and costs varying
between US$ 2 hillion and US$ 3 billion to the
governments of Angola and the Democratic
Republic of Congo. The plan is being analysed
by the countries for approval of one of the four

models.

China becomes biggest market for Angolan

exports, exceeding the US The Economist
Intelligence Unit (EIU) has noted in a report
that China is, due to a 70% rise in China-
Angola trade, now the largest destination for
Angolan exports, having exceeded the United
States that has historically been the most
important market. On the Angolan market, EIU
noted that US products continued to have a
larger share of the market than Chinese
products, but that China would soon become
Angola’s largest trading partner. “Chinese
imports [in Angola] remain low, particularly
when compared with exports of Angolan oail,

but are growing rapidly,” said the EIU analysts.
Chinese-funded car plant to open in Angola

CSG Automovel-Angola has announced plans

to commence the production of cars later this

an continent.

year in Luanda through a venture funded by
Hong Kong's China International Fund (CIF).
Initial annual capacity will be 5,000 vehicles
but is expected to eventually rise to 30,000. A
gasoline-based Paladin will be among the

Nissan-style models produced.

Asian coal demand a
boost for Botswana
According to Akanyang
Tombale, permanent
secretary at the
Minerals and Energy
Ministry of Botswana,
surging coal demands from China, India and
southern Africa have bolstered Botswana’s
mining potential. This was stated at the
International Conference on Coal Mining in
Gaborone this month. The interest of the
above countries represents potential markets

for Botswana coal.

Cape Verde joins struggle for Chinese

economic zones Cape Verde has announced
that it joins the competition against Tanzania,
Liberia and Nigeria to host one of the five
Chinese economic cooperation zones in Africa.
Zambia and Mauritius already have been
picked by the Chinese. The bid for a Chinese
special economic zone and Finance Minister
Brito’s upcoming visit to China is part of a
comprehensive Cape Verdean policy of
strengthening ties with China and to become a
hub for Chinese trade between Africa, the
Americas and Europe - competing with the
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nearby Spanish Canary Islands that follow the

same strategy.

Second phase of China-aid remote

education system completed in Egypt The
second phase of the Egyptian Remote
Education System, which is an aid programme
by the Chinese government, has been
completed recently, the Egypt educational
department has announced. The project, which
is the biggest one in the Middle East and North
Africa, was established in August 2002, and
provides remote training classes for teachers
and students in primary and secondary

schools in Egypt.

Ethiopia to
buy 1,000
buses worth
$25  million
from China
A delegation
comprising members from the Addis Ababa
City Bus Enterprise and the Federal Transport
Authority has during a visit to China agreed to
buy 1,000 buses at a cost of US$ 25 million
from Higer Bus Company Ltd. The Ethiopian
Ministry of Transport and Communication said
the new buses play an important role in
minimising the current public transport
shortage in Addis Ababa where around 5
million people live. 500 of the buses will start to
arrive in Ethiopia at the end of August while

the rest will arrive in the coming three months.

Ghana and China sign loan agreement

Ghana and China’s Exim Bank have signed a
US$ 30 million loan agreement for enhancing
communication in the country’s security
agencies. The loan, which has an interest rate

of 2% and is repayable over 20 years, would

be used to acquire equipment and build a
communication system for the police, the
Ghana armed forces, the prison service and
other security agencies. The ZTE Corporation
of China is the contractor that will implement

the project.

Kenyan coffee exports
to China to start shortly
The Kenya  Planters

Cooperative Union

(KPCU) has announced
that the first batch of Kenyan coffee will shortly
be shipped to the newly established Chinese
market. The Managing Director of the KPCU
said the campaign for Kenyan coffee in the
Asian country is rapidly picking up, with
prospects for a better market. KPCU also
announced that the Sh700 million consignment
to China is in line with the contract signed
between the Government and the All Chinese

Federation Suppliers last month.

China and Mauritius
vow to further
cooperation China and
Mauritius have vowed
during an official visit to
Beijing of the current Prime Minister of the
Republic of Mauritius, Navinchandra
Ramgoolam, to further cooperation in
specialised fields such as light industry,
textiles, agriculture, fishery and trade to boost
national development. During the visit, the
Chinese Premier, Wen Jiabao, expressed his
appreciation to Mauritius for its long-term

support for the one-China policy.

Mauritius to benefit from cheap Chinese
loans Prime Minister Navin Ramgoolam has

announced that Mauritius is to benefit from
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US$ 113 million in cheap Chinese loans and
grants to develop roads and communications.
Several Chinese companies are expected to
invest or to increase their investment in
Mauritius, and may use some of the US$ 10
billion of development funds that China has
earmarked for Africa. Ramgoolam furthermore
said that although Mauritius, with a population
of 1.3 million people and a roughly US$ 6.5
billion economy, was a minnow next to China,
it offered advantages for investors.

Mozambique sees more Chinese

investment Mozambique expects to attract
more Chinese investment, to strike high-profile
deals with new Chinese partners and to benefit
from Beijing's new US$ 5 billion China-Africa
investment fund, Foreign Minister Alcinda
Abreu has said. "Mozambique and China can
take mutual advantage from this investment
fund because the creation of this fund is in
response to a lack of financing that Chinese
firms are complaining about," Abreu said.
Earlier this year, Beijing granted a US$ 2.3
billion loan for the construction of the Mepanda

Nkua Dam on Mozambique's Zambezi River.

Niger rebels free Chinese Uranium
Executive held hostage  The Tuareg-led
Niger Movement for Justice (MNJ), based in
northern Niger, earlier this month released
Zhang Guohua, an executive at China Nuclear
International Uranium Corp (Sino-U). The MNJ
had held Zhang hostage for four days as a
warning since it believed that Sino-U was
helping to fund government arms purchases to
suppress its uprising. A military source said
Sino-U had suspended uranium exploration

work in the region following the kidnapping.

Chinese contractor hands
over satellite to Nigeria
The China Great Wall

Industry Corporation
(CGWIC) recently handed
over the Nigerian

Communication Satellite (NIGCOMSAT-1) to
the Nigerian federal government. Nigeria
commissioned the Chinese company to design
and build the satellite and it was launched into
orbit at the Xichang Satellite Launch Center in
China's southwestern Sichuan Province in May
2007.

China and Senegal conclude cooperation

agreements  Senegal and China have
concluded three cooperation agreements on
Chinese assistance in the construction of rural
schools, provision of preferential loans for the
supply of electricity to Dakar's outer districts
and construction of a national theatre in the
Senegalese capital. The Senegalese Foreign
Minister Cheikh Tidiane called on "China to
open up its arms widely for Senegalese
entrepreneurs,” while underlining the necessity
for the two countries to protect their interests at

the same time.

China's CNOOC wins Somalia  oil

exploration  rights China’'s  state-owned
CNOOC has been granted exploration rights
for northern Somalia’s Mudug region by
Somalia's interim government. CNOOC met
with Somali government officials last month to
firm up details of its survey programme, which
is due to begin in September. The granted
exploration rights follow a production-sharing
agreement signed in May 2006 which sets
aside 51% of potential revenue for the

transitional government.
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China seeks uranium deals with Australia

and South Africa Although it has enough
reserves to develop its nuclear power industry
up to 2020, China is seeking uranium from
countries like Australia and South Africa. A
senior official with the State Environment
Protection Administration has stated that a
global market is necessary for the long-term
development of China's nuclear power
industry. China is therefore talking with South
Africa and Australia about related cooperation
and developing new ways to improve the

efficiency of uranium usage.

SAB Miller set to raise
stakes in China South
African brewing giant SAB
Miller has announced that
it seeks possible takeover
targets in Asia and that
China would be a volume
growth driver for the company. It reportedly
aims to grow its market share in the country
from 16% to 20%, within the next three to five
years. The company presently sells double the
amount that South African beer drinkers

consumed annually in China.

South  African  Black  Women-owned

Wiphold Cements Deal With China  With
South Africa currently facing acute cement
shortages due to a huge infrastructure
development programme, South African Black
Women-owned firm Wiphold this month signed
an agreement with Chinese manufacturer
Tangshan Jidong Cement to import cement.
The agreement makes Wiphold Jidong’s sole
distributor in South Africa, while opportunities
in the rest of the African continent are
expected to be explored by both parties.
Jidong, to 52% owned by the Chinese

government, produces 25 million tons of
cement a year, which is more than that of

South Africa’s producers combined.

China lands new oil assets in Sudan deal
despite Darfur crisis China's strategic
partnership with Sudan has yielded a new deal
to develop offshore oil. The state-owned China
National Petroleum Corporation (CNPC) has
been awarded a contract to develop a
Sudanese
offshore oil block
with  Indonesia’s
PT Pertamina.
The accord,
which  includes
exploration and
development, was signed on June 28 in
Khartoum. The exploration phase will
reportedly last six years and the CNPC would
also be granted a 20-year concession for

future oil production.

China Tries to Prevent Weapons in Darfur

Liu Guijin, China's special envoy to Sudan, has
pledged that Beijing will try to prevent the
weapons it sells to Sudan from being used in
violence-wracked Darfur. Liu outlined no
specific measures to prevent this from
happening, but said he had discussed where
Chinese arms would go and how they would
be used with Sudan's government. Beijing
says its “limited” sales do not breach the UN
embargo on weapons entering Darfur, but
human rights activists say there is nothing to
prevent the Sudanese army from taking the

gear into the region.

Chinese new ambassador presents
credentials to Sudan president  Chinese new
ambassador to Sudan, Li Chengwen, has
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presented his credentials to the Sudanese
President Omer al-Bashir. During their talks,
Ambassador Li conveyed friendly feelings of
the Chinese government and the Chinese
people for the Sudanese government and the
Sudanese people. Al-Bashir welcomed the
appointment of Li as the Chinese ambassador
to Sudan, asking Li to convey his brotherly

cordial greetings to President Hu.

Uganda to head East African Ambassador
group in Beijing Wagidoso Madibo, the
Uganda envoy to China, has been elected to
head the Group of Ambassadors of the East
African Community States, a new initiative for
the regional ambassadors accredited to
Beijing. The initiative aims at harmonising and
taking common positions on issues of the East
African Community. It also aims at promoting
and strengthening political and economic
cooperation between China and East Africa as
a regional grouping.
Chambishi Mines launches social
responsibility plan in Zambia  The Chinese
NFCA (Non Ferrous Company - Africa) Mining
has launched their Corporate Social
Responsibility Plan in the Chambishi mining
district. The company had already spent about
US$ 400,000
on the
project which
covers the
repairing of
the roads in
Chambishi
township and Kitwe, building bus station
shelters, setting public recreation facilities in
Kitwe, Kalulushi and Chambishi, donating
stationery to Chambishi school children and

supporting the women empowerment plan.

NFCA is also participating in the Malaria and
HIV/AIDS campaign.

China “offers Zambia opportunity” Private
Sector Development Association Chairman
Yusuf Dodia has said that China is offering
Zambia an opportunity to liberate itself
economically from western domination and the
economic stagnation that the country has seen
for the last 40 years. Dodia stated that Zambia
should be very strategic and professional in its
dealings with China in order to benefit from the
latter's investments in the Zambian rall
networks, coal mines, copper cable
manufacturing

capacity, airports and

agriculture sector.

Zambia president vows to defend Chinese
investments Zambian  President Levy
Mwanawasa has vowed to fight political
opponents who try to limit or frustrate Chinese
investments in the mineral-rich southern
African nation. The growing presence of
Chinese firms in Zambia has prompted an anti-
Chinese backlash in some parts of the country,
with the main opposition party accusing
Mwanawasa of allowing the Asian newcomers
to exploit workers. The Zambian government
expects that new Chinese investments will
peak at US$ 1.4 billion in the next four years.

Zambian Civil Society Warns Against More

Borrowing Zambian civil society activists have
warned that Zambia’s decision to continue to
borrow money could slip the country back into
indebtedness. Zambia has had its US$ 7.2
billion external debt slashed to about US$ 500
million, as a reward for sticking with economic
reforms under the Heavily Indebted Poor
Countries (HIPC) initiative by the IMF and the

World Bank. This week Finance Minister
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Magande announced that the country's
external debt stood at US$ 643 million. Much
of the newly acquired debt is owed to China, a

major investor in Zambia's mines.

Zambian  Copperbelt Re-emerges as
Country's Economic Giant Since the sale
into private hands of the Zambia Consolidated
Copper Mines (ZCCM), there has been fears
that this would be the end of mining in Zambia
as the private sector would just scratch the
surface of the copper ore, make a profit, close
the industries and leave. However this has not
yet happened; the Copperbelt keeps surging
along with the country's economic resurgent
achievements. Among the countries that have
contributed to the revival of the Copperbelt is
the People's Republic of China.

China launches US$ 1 billion African Trade
Fund China has launched a US$1 billion fund
to finance trade and
investment by
Chinese companies
in Africa as part of
efforts to nurture
commercial ties
with the resource-rich continent. The fund is
part of Chinese aid and loans to Africa
promised by President Hu Jintao to African
leaders at the Beijing Summit in 2006. The
new fund is to be financed by the government's
China Development Bank, which said the fund
eventually will expand to US$5 billion. The
fund will be used to support African countries'
agriculture, manufacture, energy sector,
transportation,  telecommunications, urban
infrastructure, resource exploration and the

development of Chinese enterprises in Africa.

China cuts tariffs on 256 import items from

26 African countries The Chinese Finance
Ministry has announced that China will exempt
imports from 26 under-developed African
countries from tariffs in an attempt to promote
mutual trade. The regulation, approved by the
state council, or the cabinet, will exempt 256
items China imported from the 26 countries
effective on July 1. The names of the 26
countries and the specific items have not been
mentioned. China similarly lowered tariffs on a
broad range of imports from 29 African
countries effective January 1, 2005.

China's engagement with Africa to boost

Kenyan, Ghanaian, Nigerian, Zambian

currencies Standard Bank Group Ltd. has
announced it foresees a 3% appreciation of
Kenya's shilling and Ghana's cedi as China
increases its spending on oil fields, roads and
telephone networks in Africa. Nigeria's naira,
the Zambian kwacha and Angola's kwanza
have all gained this year as China sought to
sustain the world's fastest-expanding major

economy by strengthening ties with Africa.

China to donate US$ 600,000 to the African

Union Zhai Jun, the Chinese Assistant
Minister of Foreign Affairs has announced that
the Chinese government will donate US$
600,000 to the African Union (AU). Of the
money, US$ 300,000 will be earmarked for
supporting AU development and the rest for
AU's peacekeeping mission in Somalia, said
Zhai in his meeting with the AU Commission
Chairman Alpha Oumar Konare. The Chinese
government will continue to support the AU in
playing a bigger role in regional and
international  affairs and will enhance

cooperation with the AU in various fields.
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China urges responsible logging overseas
The Chinese

government has

unveiled the

draft of a

handbook urging

environmental responsibility and sustainable
forestry activities abroad, the Forestry Ministry
said in a statement. Environmental groups
accuse Chinese businesses of complicity in
the illegal import of wood from irreplaceable
forests across Africa, Latin America and Asia
to feed China's booming export machine as

well as to meet domestic demand.

Chinese apparel industry keen to boost
trade relations
with Africa In order
to establish and
strengthen the
contact with the

apparel industry in Africa and to promote

communication and cooperation, the Executive

Vice President of CNGA Jiang Hengjie led a

commission and visited South Africa and

Kenya in June. Jiang said that cooperation
should be strengthened between China and
the two African countries respectively since
substantial advantages can be made due to

comparative advantages.

China provides poverty reduction training

for African officials A total of 32 officials from
18 African countries have attended a 15-day
training course in China on poverty reduction.
The training course is part of a commitment
made at the Beijing Summit of the Forum on
China-Africa Cooperation held last November
by the Chinese President Hu Jintao to training
for 15,000 personnel in all fields in the
upcoming three years. At the seminar, African
officials will go to Gansu Province in northwest
China and learn about China's policies and
practice in poverty reduction, as well as its
experiences in  social and economic

development.

Sourced from: AFP, AP, Business Day, East Asia Intel.com, Fibre2fashion News Desk, GNA, Macauhub, New Vision (Kampala)
PTI, Reuters News Agency, TheTimes of Zambia (Ndola), Xinhua News Agency.
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The China Forum

Recent Events

CCS meets with IWAAS — 20 ™ June 2007
On 20" June 2007 the Centre for Chinese Studies met with
scholars from the Institute of West Asian and African Studies
(IWAAS) in Beijing.

CCS welcomes Nastasya Tay
At the end of July Nastasya Tay joined the team at CCS as Projects Manager.
Ms Tay has previously worked as Research and Projects Officer for the Royal
African Society in London and has also completed internships with the Office of
the Prosecutor at the UN International Tribunal for Rwanda, based in Arusha,
Tanania and at the London office of Human Rights Watch with the Africa and
Development divisions. Ms Tay holds a First Class Honours degree in Politics
and Southeast Asian Studies form the School of Oriental & African Studies, University of London. Ms
Tay is an invaluable addition to the CCS team.

CCS at the European Commission Conference —28 " June 2007

The European Commission conference “Partners in Competition?
The EU, Africa and China”, took place in Brussels on the 28" of
June 2007, bringing together 180 delegates, including diplomats
from 18 EU Member States, 26 African Embassies and China. Dr
Martyn Davies, Executive Director of the Centre for Chinese
Studies, provided a view from Africa in a panel session focusing
on African infrastructure priorities and how China and the EU

intend to participate in the AU-NEPAD Infrastructure Action Plan. According to participants, the event

set a completely new tone in the often highly critical and emotive debate on China’s engagement in

Africa. A summary document will be made available on the CCS website.

China Forum event - 20 ™ July 2007
On the 20" of July, Bo Kong, a scholar from the Institute for Global Dialogue, visited the Centre for
Chinese Studies and presented a discussion centring around China’s growing energy insecurity. With
the increasing importance of this issue, the talk gave insight into the causes and implications of the
current situation in China and the strategies put in place to prevent future shortages. The presentation
will be made available on the CCS website.
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CCS hosts CIIS delegation — 25 ™ July 2007
A delegation from the China Institute of International
Studies (CIIS) was welcomed at the Centre for
Chinese Studies on the 25" July 2007 at
Stellenbosch University to discuss China’s
relationship with Africa. The delegation was headed
by Dr Yuan Jian, Vice President of CIIS, Mr Rong
Ying, Director of the Department of American
Studies, and Dr Liu Feitao, Assistant Research Fellow. After meeting with CCS scholars a panel
discussion on “China’s engagement of Africa: A view from Beijing” followed, shedding light on China’s
economic relationship with Africa. The summary report will be made available on the CCS website.
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