The China Monitor March 2007

\



The China Monitor March 2007

Contents
Page

Editorial 3

Dr Martyn J. Davies, Director, Centre for Chinese Studies

Commentary 4

Doing deals that last
Martin de Wit, Independent Environmental Economist and
Professor Extraordinary at University of Stellenbosch, SA

Policy Watch 7
China’s growing ecological footprint
Jennifer Turner, Director, and Linden Ellis, program assistant,
China Environment Forum, Woodrow Wilson International
Center, USA

Business Briefs 11

A round-up of China’s business news from the past month

China & Africa 15

News briefs highlighting Chinese relations with Africa

The China Forum 19

Recent events

Contact Us 21

A Publication of:
The Centre for Chinese Studies
Faculty of Arts, University of Stellenbosch



The China Monitor March 2007

Editorial

China’s phenomenal achievements in development over the past
three decades have come at the expense of its environment. Indeed,
practically all Asian society has yet to balance the environmental

protection with rapid industrialisation.

As China’s investment footprint in Africa grows, its presence will
expand into new sectors, not just energy, mining, construction and
telecoms. An outcome of last year’s Forum on China-Africa Co-
operation Forum (FOCAC) summit was China’s commitment to invest

in Africa’s agriculture and aquaculture sectors.

But in our globalising world, environmental issues are no longer
national but multinational. The need to boost economic growth and
promote development in Africa is essential but cannot come at the
expense of its abundant environmental resources. China’s commercial
interests on the continent will have to take cognisance of Africa

ecosystems.

Engaging the theme of this month’s China Monitor, Stellenbosch’s
Martin de Wit, Jennifer Turner and Linden Ellis from the China
Environment Forum at the Woodrow Wilson Centre in the US address

this topic.

Dr Martyn J. Davies

Executive Director, Centre for Chinese Studies
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Commentary

Doing deals that last

By Martin de Wit

It is no secret that Africa’s natural resource richness has attracted the attention of a very resource-
hungry China. This is raising concerns on the sustainability of natural resource extraction, both in
terms of the rate of extraction of the resource itself and the impacts on the surrounding natural

environment.

Despite these concerns it is a self-defeating logic to use such
arguments for more inward-looking protectionism, or even worse,
sinophobia. This article focuses attention on the direction of change
in China, emphasises the need for Africa to play a pro-active role in

setting the rules of engagement on the continent, and argues for

further diversification of Sino-African relationships.

China’s leadership is driven by the desire to regain its position as the biggest economy in the world.
Africa is seen as a preferred supplier of commodities, most notably oil, but also cotton, diamonds, logs
and other base metals. It is often perceived that China has coal reserves in abundance, but it is
already a net importer with a shortfall of 250 million tons expected by 2010 and up to 810 million tons
by 2020.

Sino-African trade has reached a total of $55bn in 2006, and is )
“China’s resource

expected to almost double to $100bn by 2010. China’s resource . .
deals in Africa are

deals in Africa are often accompanied by soft loans, often accompanied

infrastructural investments and aid packages, certainly by soft loans,

demonstrating goodwill and broader based engagement with the . infrastructural _
investments and aid

continent, but no doubt supporting the aim of securing better N
L packages...
commodity prices at source.

There is therefore legitimate concern on the sustainability of natural resource extraction and the

resulting impacts on the environment in Africa. The Dragon is certainly not perceived to be very green.
During 2006 the Chinese state Environmental Protection Administration published an official estimate
of environmental losses of $84bn or 3 percent of GDP for 2004. Other estimates put the costs as high

as 8-13 percent of GDP, effectively wiping out all the gains of economic growth.

On the other side, many African countries have also experienced that large capital inflows on the basis
of natural resource booms contribute little to poverty alleviation and may even delay the diversification

of the economy.
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Africa’s history of natural resource exploitation and a lack of environmental control in China itself can
easily lead to the conclusion to limit entertaining the Dragon on African soil. In fact, such sentiments,
although not in relation to environmental management, have already started to surface with a

comparison of China’s interest in Africa to colonialism and opposition politics in Zambia.

At least two aspects need further attention: the direction of change in China, and the need for clear
rules of engagement in Africa. Since 1978, China has become increasingly more pragmatist, with a
‘going out’ policy focused on ‘doing deals’. In addition, the latest 11th five-year plan focuses on
rebalancing growth, primarily in response to social instability in the rural countryside and growing
environmental pollution. With the upcoming Olympics and the all-important Chinese social norm not to
lose face, the quality of growth has become an important issue.

A clean and healthy environment is now perceived as one the building blocks towards the desired
‘harmonious society'. It seems as if Chinese leaders are rediscovering their Confucian roots, made
pertinent through the dire effects of an unbalanced materialism. This realization may also have spread
out to Chinese foreign engagement, with Sino-African environmental cooperation recently becoming a

new field for the Forum on China-African Cooperation.

Africa should take advantage of China’s economic interest in the
continent and be cautiously optimistic by the greener and more balanced
sounds of the Dragon. It is African leaders who have to capitalize on
these developments by setting Africa’s own rules on natural resource
extraction and environmental sustainability. When natural resources are
extracted, some of the resource rents need to be captured and re-
invested into the diversification of African economies. Areas that produce

valuable ecosystem goods and services, such as wetlands, certain

catchments, and conservation areas, need to be adequately protected.

Some of these areas will not be substitutable (such as ecologically “The leaders of Africa
sensitive zones) and need protection in their own right, others areas neeq to COO'_’d|_nate
their negotiation
policies and be even
more pro-active on

may be substitutable (such as areas for development), as long as the

proceeds are reinvested to the benefit of current and future Africans.

The important issue is that Africans need to set these rules and engaging China in
engage positively with China’s leaders and Chinese investors on not Africa’s development
path.”

only ‘doing deals’, but ‘doing deals that last'.

The leaders of Africa need to coordinate their negotiation policies and be even more pro-active on
engaging China in Africa’s development path. There are certain industries in China that may
strategically benefit Africa, beyond the more traditional exports of natural resources and the imports of
textiles and electrical appliances. One example is aquaculture. Worldwide the aquaculture sector has

grown at an average rate of 8.9 percent since 1970, compared with 1.2 percent for capture fisheries
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and 2.8 percent for terrestrial farmed meat-production. The world average per capita supply increased
from 0.7 kg in 1970 to 6.4 kg in 2002, compared with a figure for China of 27.7 kg per capita.

In Africa, demand for fish is also raising, although from a low
level. Past developments in Africa have failed to achieve
sustainable increases in aquaculture production and this sector
needs an injection of outside technology development and
transfer. The combination of African need and Chinese
knowledge on aquaculture may be worth investigating further as
a food security and/or protein diversification strategy for the
continent.

China has little option but to ‘do deals’ with Africa in order to take
1.3 billion people through their socio-economic revolution.
Ultimately it will be African leaders who have the responsibility to

make sure that these deals have a lasting and positive impact on http://www.ag.auburn.edu

the environment and Africans who depend on it.

Martin de Wit is an independent environmental economist and professor extraordinary at the University of Stellenbosch. He is

currently working on a European Union project on the river-coast ecosystems and aquaculture management in China.
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Policy Watch
China’s Growing Ecological Footprint

By Jennifer L. Turner and Linden Ellis

China’s 27 years of booming economic growth have brought millions out of poverty and turned the
county into the world’s factory. However, much of this economic success has been built on a
foundation of ecological destruction, leaving China with smoggy cities, black rivers, growing
desertification, and degraded coastal waters. The environmental problems today represent serious
threats to China’s economy, human health, and social stability.

“Most of China’s Most of China’s environmental problems stem from heavy

environmental dependence on coal and a weak environmental governance system,
problems stem from
heavy dependence on
coal and a weak

in which strong local governments routinely ignore the poorly funded

and understaffed State Environmental Protection Administration

environmental (SEPA) and its local bureaus. China’s failing environmental
governance governance system not only poses domestic threats, but also is
system ...”

creating negative environmental impacts regionally and globally.
China’s far-reaching air pollution, degradation of transboundary waters, and depletion of forestry

resources are some of the larger global impacts.

The Litany of China’s Environmental Woes
Coal, Cars and Dust Cloud the Air

Largely because of air pollution connected to its cars and coal, 16

of the world’s 20 most polluted cities in the world are in China.
Every year, air pollution in China causes as many as 400,000
premature deaths and 75 million asthma attacks. China already
consumes more energy and emits more greenhouse gases (GHG)
than any country except the United States. It is expected to surpass
the United States in GHG emissions by 2009. However, because

CO2 gasses are long-lived, the cumulative U.S. emissions will still

be twice as great as those from China for many years. http://jamestown.org

Coal fuels 70% of China’s energy and is the main source of the country’s domestic and transboundary
air pollution. Lack of widespread coal-washing infrastructure and scrubbers at Chinese industrial
facilities and power plants highlight the potential negative domestic and global air impacts of China’s
plans to build 562 new coal-fired power stations by 2012. Coal mining is also a highly damaging,
relatively unregulated industry in China. For example, the World Bank has dubbed Linfen—a major
coalmining city in Shanxi Province—the most polluted city in the world. The coal industry has greatly
boosted the Linfen’s economic development; however, in the local rural areas crop yields are down
significantly and often too toxic to sell. Moreover, city residents suffer from extremely high rates of

respiratory illnesses.
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China’s acid rain from coal burning is impacting two-thirds of the country and may be lowering crop
yields by as much as 30 percent. Additionally, SO2 from China is responsible for nearly 50 percent of
acid rain in Korea and Japan and particulates and dust storms from China are worsening air quality as

far as the U.S. west coast.

http://chinadigitaltimes.net Somewhat ironically, in the 1990s as many Chinese cities shifted away
from coal to natural gas heating, personal car ownership grew
phenomenally (although still quite low when compared to per capita
rates in industrialised countries). Today, CO2 emissions from cars have
replaced coal as the major source of air pollution in major Chinese

cities.

Black Rivers and Dam-building Booms

While the air quality problems are grim, perhaps China’s largest domestic environmental challenge is
actually the destruction of water resources—a problem that is increasingly impacting neighbouring
riparian states. Municipal wastewater treatment rates are abysmally low at 30 percent nationwide and
industries are rarely punished for dumping untreated wastewater into rivers. A relatively less-
publicized form of water pollution is emissions from largely unregulated concentrated animal feeding
operations (CAFOs). CAFOs in China produce 40 times more nitrogen pollution and 3.4 times the solid
waste of industrial factories. Ninety percent of animal waste flows untreated into local waterways,

often near densely populated areas of the east coast, threatening human health with dangerous
metals and bacteria, and creating vast marine and freshwater “dead-zones.”

Not surprisingly, these unchecked emissions have left half of
China’s rivers so polluted that their water cannot be used by
industry or agriculture. Twenty-five percent of the Chinese
population, mainly in rural areas, is drinking unclean water.
Anecdotal evidence indicates that cancer, tumor, and miscarriage

rates in many of China’s heavily polluted river basins are on the

rise.

“Perhaps China’s China’s coastal pollution is also beginning to worry its closest
Iarge_St domestic neighbours Korea and Japan. However, a more urgent marine
environmental

challenge is actually o . .
the destruction of products, which is strongly linked to the country’s growing freshwater

environmental issue is China’s growing consumption of fishery

water resources ...” pollution. To meet growing domestic and international demand for fish
(China is the biggest exporter of fishery produce in the world) and
since few of China’s rivers and coastal waters are clean enough to support robust aquaculture
production, Chinese fishers and fishery companies have had to expand their fishing in the coastal

zones of other countries or the high seas.
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Regionally, water pollution and dam building on transboundary rivers have generated serious
environmental problems for downstream countries, aggravating relations with other riparian nations.
China’s damming, pollution, and channelisation of the upper reaches of the Mekong River is perhaps
the most sensitive transboundary water situation. Of particular concern to downstream countries is the
current boom of dam-building for hydropower—there are 200+ dams in planning or under construction
in southwest China, most of which are pushed by local governments and companies that rarely

complete the required environmental impact assessments.

What is Being Done

The great irony of China’s regional and global pollution is that while it is caused by China’s weak
environmental governance domestically, it is fuelled in great part by the burgeoning demand
internationally for cheap Chinese goods. In short this demand drives China’s economic machine and
its pollution. For example, there are estimates that 7 percent of China’s CO2 emissions are due to

production of U.S. imports.

The Chinese central leadership has vowed to significantly reduce SThelchinesaleaniral

air pollution from the energy sector by passing ambitious laws and leadership has vowed
pronouncements prioritizing renewable energy and energy to significantly

efficiency, including more fuel-efficient automobiles. China’s reduce air pollution
from the energy

sector by passing
flexing its muscles more over the past two years, pushing for ambitious laws ...”

notoriously weak environmental watchdog agency has been

prosecuting firms for toxic chemical spills, cracking down on major
polluters or environmentally damaging dam projects, and passing regulations to give the public a

greater voice in environmental policymaking.

Since 1985, the Chinese government has welcomed
considerable international assistance to help the country
address its severe pollution and natural resource
challenges. Multilateral organizations, bilateral aid and
nongovernmental organizations have been very active in
China working on a broad range of projects ranging,

particularly related to pollution from the energy sector (e.g.,

http://msnbcmedia.msn.com

clean coal, urban transport, and renewables).

Chinese environmental NGOs have begun to take on more sensitive issues such as a national
campaign to demand more transparency in dam-building decision-making, assisting pollution victims
in class action court cases, and creating an informative website about water-polluting industries
nationwide. International green groups also are undertaking ambitious clean-energy and
environmental protection initiatives that strengthen local regulators and society.



The China Monitor March 2007

These highly positive steps, however, ultimately will need to be matched with greater political reforms
to promote greater government accountability and transparency to truly improve environmental

governance in China.

Jennifer L. Turner directs the China Environment Forum and edits the China Environment Series at the Woodrow Wilson
International Center for Scholars. The China Environment Forum recently initiated a new China Environmental Health project

with Western Kentucky University.

Linden Ellis is program assistant for the China Environment Forum and is the managing editor of the China Environment Series.

10
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Business Briefs

The Business Briefs section summarises key events r

month of March.

China creating company to invest US$1
trillion reserves The government of China
released plans to establish an investment
company to make more

profitable use of its

US$1 trillion in foreign

reserves. The company

which is geared to

Singapore's state-

owned Temasek will manage at least US$200
billion and is held responsible by the Chinese
cabinet. So far, China’s foreign reserves have
been overlooked by the central bank. Lou
Jiwei, a former vice finance minister, will be
appointed as head of the agency according to
Zhou Xiaochuan, governor of China's central
bank. No details have been released about the
timetable for the set-up of the company and
the nature of investment.

China promises action on trade surplus The
Chinese government announced it will diminish
its trade surplus. While the Commerce Minister
Bo Xilai has said the commerce ministry was
"assigned to cut our trade surplus", he gave no
details and announced no new action.
Previous measurements by the Chinese
government have included cutting of export tax
rebates for steel and other products, as well as
encouraging its consumers to spend more,
which  would boost imports. Following
accusations by the US of Vviolating
commitments to the WTO, this month US

Treasury Secretary Paulson visited Beijing to

egarding China’s economy during the

meet with Vice Premier Wu Yi. Yet, no details

of the talks were released.

China tightens control of banks’ overseas

borrowing The Chinese government limits the
amount that banks operating in China can
borrow from overseas. According to the State
Administration of Foreign Exchange, Chinese
banks’ quotas for short-term foreign debt will
be cut to 45% of the 2006 level in June this
year and then to 30% by March next year. The
plan will also apply to foreign banks in China
but quotas are supposed to be cut only to 85%
of the 2006 level and then to 60% by next
year. The measurements aim to curb risks and
stem foreign-currency inflows that have put

pressure on the Chinese currency yuan.

Overseas banks near approval to
incorporate in China

Several overseas

banks including HSBC,

Citigroup Inc., Bank of

East Asia and Standard

Chartered Bank received positive feedback
from the China Banking Regulatory
Commission (CBRC) regarding final regulatory
approval to do business in Shanghai. In China,
overseas banks can only receive access to a
full range of retail yuan services including ATM
cards once they have registered capital of
US$129 million.

11
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China announces big planes plan  China
plans to build and design passenger planes
carrying over 150 people according to the
Chinese government. China Aviation Industry
Corporation (AVIC)
manufacturing the planes by 2020, and has

hopes to start

already commenced
with the production
of the ARJ-21
regional plane that
can hold between
78 and 105 people.

Finance Ministry to take stake in

Agriculture Bank The Agricultural Bank of
China will undergo a government audit in light
of an estimated US$95 billion worth of bad
loans. The Chinese finance ministry will
spearhead a US$140 billion project to
reinvigorate the Agricultural Bank that is chiefly

situated in rural areas throughout China.

Scotiabank wades further into China with
investment in Bank of Dalian Canada’s
Scotiabank has entered into talks to acquire a
minority investment in the Bank of Dalian,
China’s seventh largest city commercial bank.
Negotiations should proceed through the next
few months and could potentially leave
Scotiabank with a 20% stake in the Chinese
bank. This furthers Scotiabanks desire to

increase its investment in China.

China to raise foreign taxes The Chinese
government is expected to pass a law raising
taxes to be paid by foreign companies in
China. The law would be applied gradually
over a five-year period and would require that
all companies, both foreign and domestic in
China pay taxes equivalent to 25% of their
income. Foreign companies in China currently

pay tax between 15% and 24% of their

income. In addition, five-year tax holidays
previously granted to some foreign companies
would expire, while non-Chinese companies
enhancing technological development would

be exempt, paying a tax rate of just 15%.

China includes DaimlerChrysler cars on
government purchase list The Chinese
government has included cars produced by
DaimlerChrysler on its list of cars to be used
for official use. The cars passed new
environmental standards that allowed the
company to be granted the license. Audi AG is
currently the car of choice for official use in

China.

International pact to improve Mekong

region transport Transport ministers from
China, Myanmar, Laos, Thailand, Cambodia
and Vietnam have signed four annexes and
protocols of the Greater Mekong Sub-region
(GMS) Cross-Border Transport Agreement.
The agreement aims to modernise and ease
cross-border trade and transport between the
countries, including streamlining customs
inspections and providing assistance for cross-
border trade visas. Improvements to the sub-
regions transport infrastructure will also be

partly funded by the Asian Development Bank.

Dell takes on Lenovo
in China Dell has

launched a new low-

cost computer,

targeting first-time computer buyers in China.
The computers are priced between 2,599 yuan
and 3,999 yuan, thus competing with Lenovo
Group Ltd and Founder Technology’s average
price of 5,000 yuan. Dell is also interested in
distributing this type of computer to other

emerging markets including India and Brazil.

12
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Intel to build US$2.5 billion plant in China

Intel has announced plans to build a US$2.5
billion microchip manufacturing plant in the
Chinese city of Dalian. Production is due to
commence in 2010, while the factory will
employ about 1,500 workers in the company’s

first Asian based silicon water-fabrication plant.

China Unicom, Russian TTC to build

overland Sino-Europe optical cable  Chinese
based Unicom has signed a deal with Russian
Trans Telecom Company (TTC) to build an
overland optical cable with a bandwidth of 10
Giga bits to connect China and Europe. The
details on the cost and time frame for this
project have not been made known. Overland
cables are said to be more cost effective to

repair compared with under water cables.

Chinese, Russian  enterprises  sign
contracts worth 4.3 bln dollars  As the "Year
of China" is progressing in Russia Chinese
President Hu Jintao

arrived for a three-

day state visit

attending the

opening ceremony of

a Chinese national

exhibition in Moscow,

the largest overseas

comprehensive exhibition by China in recent
years. During the visit Jintao and Putin issued
a joint statement to promote bilateral relations
as well as cooperation in trade, economic,
social and cultural fields. President Hu called
for the creation of science cooperation and the
speeding up of pilot projects in the fields of
space, energy, new materials, chemistry, bio-
technology, telecommunications and
information. A total of 21 agreements and

contracts worth US$4.3 billion between

Chinese and Russian enterprises were inked.
Among them, 17 trade deals valued at about
US$3.7 billion include exports of Chinese cars,
home appliances and farm products to Russia
as well as imports of Russian machine tools to
China. Four economic cooperation projects
worth US$586 million in timber processing,

shipbuilding and mining were also set up.

China Names Nine Countries as ‘Suitable’
for  Oil Investment China’'s  National
Development and

Reform Commission

released a revised

list of  countries

suitable for Chinese

oil and gas

investments. In

addition to the more

than 20 countries listed in 2004/05 Bolivia,
Ecuador, Kuwait, Libya, Morocco, Niger,
Norway, Oman and Qatar have been included.
However, Iran, Nigeria and Sudan have been
omitted. Chinese oil and gas companies
pursuing investments in the approved
countries will receive government support in

terms of tax breaks and soft loans.

China and Venezuela to cement relations

with  oil agreements China’s  National
Petroleum Corporation and the Venezuelan
state oil company Petroleos de Venezuela SA
have strengthened ties as China has struck a
deal to explore oil in Venezuela. This will
remove the stock majority of US corporations
such as Exxon Mobil, Conoco Phillips and
Chevron in the Venezuelan oil sector. China
and Venezuela are also in the process of
securing a contract that will allow the joint
construction of three refineries and a tanker

fleet in China. The collaboration should see

13
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China importing 1 million barrels of crude oil
from Venezuela by 2012.

Sinopec eyes second refinery deal with

Saudi Aramco Running a joint venture
refinery in Fujian in southern China, Sinopec
Group aims to set up a second deal with Saudi
Aramco in China. The focused project, the new
Qingdao refinery, is located in China’s eastern
Shandong province. Hoping to seal the deal
within a year, Sinopec desires Saudi Aramco
to take a 25% stake and supply crude oil to the

Qingdao refinery.

Xantrex and Shanghai Electric supply

China renewable energy market  Xantrex
Technology Inc has agreed to enter into a joint
venture with Shanghai Power Transmission &
Distribution Co. Ltd (SPTD) to design,
manufacture and sell solar and wind powered
electronics products to the renewable energy
market in China. Xantrex will own a 49% stake
while SPTD will own a 51% interest in the
venture named Shanghai Electric Xantrex
Power Electronics Co. Ltd, to be approved by
the Chinese government in the next few

weeks.

WA metals firm signs lucrative Chinese
deal Western Australian mining company,
Fortescue  Metals Group (FMG) has
announced a deal inked with China's largest
steel maker Baosteel. According to FMG the
Australian company will provide 5 million
tonnes of iron ore to China annually. The deal
is expected to start by 2008.

Sinosteel halts iron ore imports from India

An increase in Indian export duties has forced
Sinosteel's imports from India to an abrupt
end. Sinosteel is China’'s second largest
importer of iron ore and the chief Chinese
importer from India. The plein increase of Rs
300 per tonne of iron will be immented as of 1
March and it is anticipated that this move will
have adverse effects on both the Chinese and

Indian industries due to rising prices.

Chinese top gold miner Zijin Mining looks

at spinning off base metals  The Zijin Mining
group, a company
focusing mainly on
gold, will diversify
further through the
inclusion of other
base metals into their

portfolio. Zijin is aiming to augment its copper

production by 36% to an estimated 55,000

tons in 2007.

Firm inks Indonesian deal China National
Technical Import and Export Corporation
(CNTIC) will invest US$430 million in a 600
MW coal-fired power plant in Indonesia.
According to the China International
Contractors Association, China is the sixth
largest contractor in the world, while overseas
activities are estimated to reach US$50 billion
by 2010.

Sourced from: ABC, AP, BBC News, Bloomberg, Canadian Press, CRN Australia, China Daily, China Watch, LA

Times, Market Watch, Mineweb, Renewable

Access, Reuters, Shanghai Daily, Xinhua.
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China & Africa

The latest updates on Chinese activity on the Afric

Africa attracting more Asian investment -

UN report A joint report entitled ‘Asian Foreign
Direct Investment In Africa: Towards a New
Era of Cooperation among Developing
Countries’, has been published by the UN
Conference on Trade and Development
(UNCTAD) and UN Development Programme
(UNDP). The report states that Asian
investment in Africa has continued to grow
particularly in the manufacturing, resource and
construction  sectors, while finance and
business services have seen smaller
investments. The increased flow of FDI is set

to grow according to the report.

Senior CPC official reaffirms China's
pledge of closer cooperation with Africa Rui
Semedo, vice-chairman of the African Party for
the Independence of Cape Verde (PAICV),
and his delegation were invited by the
Communist Party of China (CPC) to visit
China. During Semedo’s visit Liu Qi, a senior
official and member of the Political Bureau of
the CPC Central Committee, reaffirmed that
China would further strengthen its friendly
cooperation with African countries in various
fields.

Chinese firms no threat to East Africa A
survey conducted in Ghana, Kenya, Tanzania,
Uganda amd Zambia in December 2005, May
2006 and December 2006 by Steadman, the
largest information surveying group in sub-
Saharan Africa, guestioned African
businesspeople on the impacts of China’s
engagement in Africa on their respective

businesses. Responses in Kenya and Uganda

an continent.

suggested that these businesses were least
likely to be affected by China’s presence in
Africa. Zambian business leaders, on the other
hand, were found to be the most apprehensive
about China. Perceptions of China’s presence
on the continent vary not just by country, but
also by business sectors within the country as
the survey showed.

China’s Sinochem to bid for US assets in

Egypt According to state press, Chinese

company

Sinochem

Corp

based in Beijing is to bid for the Egyptian oil
assets of the US-based energy explorer Devon
Energy Corp. Sinochem Corp., China’s largest
oil trader, is in possession of oil and natural
gas reserves worth about 100 million barrels of

petroleum worldwide.

Angola ends talks with Chinese firm on
refinery Angola's state oil company Sonangol
and Chinese company Sinopec failed to reach
consensus regarding the joint construction of
the Lobito refinery this month. The joint
venture in central Angola worth US$3.7 billion
and signed in 2006 was supposed to produce
240,000 Dbarrels
per day. The
breakdown of the
oil deal is
significant as
China  financed
over US$4.4 billion in loans to Angola over the
last three years, expecting to be repaid in

barrels of olil.
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Bilateral Commission Stresses Need to

Expand Co-operation The third session of the
Angola-China Inter-Governmental Bilateral
Commission was held in Beijing this month.
The meeting focused on enhancing economic
and trade cooperation as Angola has become
China’s largest trading partner in Africa.
Angola also expressed the need for its national
companies to boost the trade of equipment

and products between the two countries.

Chinese construction company defends

handling of contract for Angola project

Zhejiang Hangxiao Steel Structure Co. is
under investigation by the China Securities
Regulatory Commission. This follows a
continual 10% increase of its shares over 10
days following the conclusion of a US$4.4
million deal to construct a housing estate in
Angola. The company has however defended
the deal and is looking to obtain legal advice

concerning the contract.

China’s Covec to Invest in DRC copper
China Overseas Engineering Corporation
(Covec), part of the China Railway Engineering
Group, is to invest in two copper and cobalt
mining projects in the Democratic Republic of
Congo. The investment will total US$300
million and the company looks to produce
20,000 tonnes of copper and 1,500 tonnes of
cobalt annually by 2009. A copper refinery is
also planned to be built in the future.

Work starts on Ivory Coast Technology

Park The foundations have been laid for a
technology park in the Ivory Coast that is partly
funded by China and India. It is marked to be
the biggest IT centre in Africa and will provide
an estimated 20,000 jobs. The project will cost
US$402 million to complete and will contribute

significantly to diversifying the Ivorian

economy.

China Donates Anti-Malaria Drugs The
Chinese government has donated US$138,000
worth of anti-malaria drugs to the Liberia-China
Malaria Control Centre
in Liberia. Mr Gou
Haodong from the
Chinese embassy in
Liberia has noted that
China too, has had their

own fight against Malaria in the past. The

www.scidev.net

Chinese embassy distanced itself from illegal
drug sales on the streets of Monrovia noting
that it was a criminal act and should lead to the

prosecution of any transgressors.

Chinese group to create business park in

Mauritius The Chinese Tianli Group is to
spend 500 million dollars (380 million euros) by
building a business park in Mauritius. The
construction will take five years, commencing
later this year. Including light industrial,
medicine  production, textiles and the
manufacturing of electrical goods the
government of Mauritius approved a plan to
house 40 Chinese businesses in an industrial
zone north of the capital. The project is
expected to create jobs for local citizenry in

Mauritius.

Mozambique, China in talks on hydro-
power project Mozambique is near conclusion
of an agreement that would see China fund the
development of a US$300 million hydro-
electric dam.

The Moamba

Www.mosnews.com

Major Project is
to expand the

capacity to
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supply electricity and drinking water to the
capital city, Maputo.

FG Awards Contract for 2,600 MW Mambilla
Hydropower Station The Nigerian
government has clinched a deal with Chinese
Gezhouba Group Corporation (CGGC) and
China Geo-Engineering Corporation (CGC) to
construct a 2,600 MW Mambilla plateau Hydro
Power Station in Taraba State costing US$1.4
billion. This project is set for completion in five

to six years.

Nigerian president meets Chinese Jiangsu
Province's delegation Nigerian President
Olusegun Obasanjo met with a delegation from
the Jiangsu Provincial Committee of the
Chinese Communist Party on a visit targeted
at enhancing economic ties with the Chinese
province. The delegation also planned a visit to
the Lekki Free Trade Zone that Jiangsu

province helped to fund.

China's CPC pledges more exchanges with

South Africa’s ruling party Wang Zhaoguo, a
spokesperson for the Communist Party of
China (CPC) Central Committee, commented
that the CPC will encourage and actively
pursue closer relations with the South African
ruling party - the ANC. This close relationship
is said to be the foundation for many bilateral

agreements between these two countries.

Minister rows back on Chinese imports

Trade and Industry Minister Mandisi Mpahlwa
has decreased import quotas for Chinese
clothing textiles in order to protect the South
African  market from low-cost Chinese
products. Special concessions to these
restrictions will be considered by government if
“significant and demonstrable enhancement of,

or contribution to, technology development,

skills development, new markets,
empowerment, local procurement and building
of competitiveness of the local industry” takes
place. This strategy is aimed at strengthening
the textile market and increase job creation in

South Africa.

FNB selected for deal by
China China Union Pay
has identified the South
African bank, First

National Bank, as their

first banking partner in
South Africa. The agreement will streamline
transactions and payments between South
Africa and China. This deal is set to facilitate
trade further between South Africa and China
with the possibility to expand to Australia, New
Zealand, Hong Kong and the US.

SA eyes Chinese firms for 2010 The
upcoming 2010 World Cup is to put pressure
on the South African government regarding the
construction of stadia and facilities. Yet, the
South African Finance Department stated
earlier this month that it is essential to consider
foreign companies as contractors because of
the shortage of technical skills in the country,
and the limited competition among the a small
number  of

domestic

companies.

In addition,

Chinese

companies

will not be stopped from bidding as Malcolm
Simpson, the Finance Department's deputy

director general for 2010 puts it.

China buys African, Turkish chrome on
India tax rise China is looking to increase the

purchase of chrome ore supplies from South
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Africa and Turkey, following India’s decision to
introduce a tax on the trade of chrome
between the two countries. India has supplied
a third of China’s chrome ore imports, but has
imposed a US$44 a tonne duty on the
shipment of the ore from March 1.

China wins US$1.15

bin Sudan railways

construction
contract ~ After two
www-abe.netau years of negotiating
China Railway Engineering Group Co Ltd and
Transtech Engineering Corp., a China Railway
Erju Co Ltd unit, inked a construction contract
with Sudan. The Chinese companies are
expected to built a 762 km long railway line
linking Khartoum, the Sudanese capital, with
Port Sudan in the east of the country. The
project is worth US$1.15 billion and is so far
one of the biggest deals between China and

Sudan regarding railway construction.

Zimbabwe to hold workshop to promote

trade with China The Zimbabwe-China
Business Council (ZCBC) has hosted a one-
day workshop promoting the Chinese market

to local entrepreneurs. In addition, the

workshop has been an opportunity for the
Zimbabwean companies to subscribe for some
of the leading investment and trade fairs for
2007 in China.

Zimbabwe sign MOU on rural development
During a visit of a Chinese delegation led by
China's construction minister to Zimbabwe, the
two countries
signed a
Memorandum  of
Understanding
(MOU) in the
areas of
construction, rural
housing and social
amenities. The
MOU has been encouraged last year as a
Zimbabwean delegation visited China and will
help  improving  technical cooperation,
technology, and knowledge sharing in rural
development between the two countries. In
addition, Zimbabwean President Robert
Mugabe thanked China for supporting his
country and assured Zimbabwe’'s support to

China regarding its one-China policy.

Sourced from: AFP, AP, AllAfrica.com, Business Day, Business in Africa, China Knowledge, DPA, Interfax, News24, Reuters,

Sudanese Media Centre, Xinhua.
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The China Forum

Recent Events

CCS at a Conference on China’s
Growing International Security and
Diplomatic Role, 15 "-19" March

Sanusha Naidu made a presentation entitled: The Nature of China’s Role in Africa at a Conference on
China’s Growing International Security and Diplomatic Role, hosted by Wilton Park College in co-
operation with the Foreign and Commonwealth Office (UK) between the 15™ and 19" March 2007 in
West Sussex, UK.

The conference brought together approximately 70 China experts debating topics that ranged from
China’s relationship with its regional neighbours and the USA and Russia to China’s perspectives on
international issues such as terrorism and nuclear non-proliferation. A conference report will be made

available soon on the Wilton Park College website.

CCS at the Expert Roundtable on
Resource Governance in Africa in
the 21% Century, 26™-28" March

Sanusha Naidu attended an Expert Roundtable on Resource Governance in Africa in the 21% Century,
hosted by the Heinrich Boell Stiftung in Berlin from the 26"-28" March. The Roundtable discussion
followed up on a conference hosted in May 2004 on “Addressing the Resource Curse” and was aimed
to initiate a political dialogue between the traditional resource demanders (EU and USA) and new
actors from the South (China, Brazil, Russia and India) to mark the occasion of Germany’s 2007 G8
Presidency. The purpose of the roundtable was to address how the interests of the relevant
stakeholders could be manoeuvred to influence the governments and state companies from the South
to engage in sustainable resource governance and investments under existing global initiatives like
the OECD Guidelines for Multinational Companies, the Global Compact and the Extractive Industries
Transparency Initiative (EITI). The roundtable was the first of a set of interventions to foster global

awareness and practices in sustainable resource management in Africa’s natural resource sector.

CCS met the China Africa Business Council at WESGRO 28" March
Hannah Edinger, Research Manager at CCS, has met a Chinese delegation
from the China Africa Business Council (CABC) at the 28" March. The meeting
was hosted by WESGRO, the official Trade and Investment Promotion

Agency for the Western Cape.
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Johannes Spies, DFA, at CCS, 29 " March

Mr. Johannes Spies, Director of the Greater China Division from the South African Department of
Foreign Affairs (DFA) paid a visit to CCS on the 29" March to discuss China-Africa-issues.

Mr. Kaiyong Ge, China Africa Business Council, at CCS, 30" March

Mr. Kaiyong Ge, Director of Training Division of
China-Africa Business Council (CABC) visited the
Centre for Chinese Studies (CCS) in Stellenbosch
on the 30" March to discuss possibilities of co-
operation.

From the left: Dr. Martyn Davies, Director of CCS, Mr. Kaiyong
Ge, Director of Training Division of CABC, and Hannah
Edinger, Research Manager at CCS.

Swedish Delegation led by Hans Jeppson, State Secre  tary for
Trade, at CCS, 30" March
A Delegation from the Swedish Ministry of Foreign Affairs including
Hans Jeppson (State Secretary for Trade), Asa Andrae (Deputy
Director of the Africa Department), Svante Kilander (Ambassador - Export and Trade Promotion) and
Max Bjuhr (Minister/Deputy Head of Mission, Embassy of Sweden in Pretoria) came to Stellenbosch to
visit the CCS office meeting Dr. Martyn Davies and Hannah Edinger.
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CCS Articles

Dr. Martyn Davies, “China pursues a continental market” in Business in Africa, 1 March.

Lucy Corkin, “Angola flexes newfound muscle” in Business Day, 23 March.
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