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Editorial 
 

During the past month an array of China-focused events have taken place across South Africa. The 

Centre for Chinese Studies participated in a number of these including co-hosting with the Western 

Cape Provincial Government’s Trade and Investment Promotion Agency (WESGRO) a Business 

Seminar focusing on China.  

 

The reaction from the local manufacturing sector toward China is often not positive. South African 

employers and organized labour fear hollowing out in the face of price competition from China. Whilst 

recognizing the extent of China’s manufacturing competitiveness, the business seminar served to 

highlight the market entry strategies employed by businesses that are 

successfully accessing the Chinese market. These companies included 

Unilever, Namakwa Sands, the Citrus Growers Association and MCM 

Wines.  

 

China’s increasing engagement with Africa was the theme at a 

Johannesburg event. The Centre contributed to a joint conference held 

by the Institute for Global Dialogue, South African Institute of 

International Affairs and the Friedrich Ebert Stiftung entitled “China in 

Africa: Mercantilist Predator or Partner in Development?” The event 

brought together academics from Benin, Sudan, Tanzania, UK, US and 

Zambia. The divergence of academic views on China-Africa relations 

was at times stark. It is this subject that the Centre for Chinese Studies has as its mission.   

 

Stellenbosch University and the Centre will be sending a delegation to China later this month 

accompanying the South African Minister of Education, H.E. Naledi Pandor. Stellenbosch will be 

signing exchange agreements with Beijing University and Tsinghua University, China’s foremost 

institutions of higher learning. We are confident that these ties will further deepen educational co-

operation between our two countries and respective institutions. 

 

 

 

 

 

 

 

Dr Martyn J. Davies  

Director, Centre for Chinese Studies 
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Letter from China 

Beijing: China at a Glance 
By Lucy Corkin 

 

Having recently returned from a three-week Mandarin course at 

Beijing Capital Normal University in June this year, I was afforded 

an insider’s glimpse of the waking giant. Staying in the capital 

city, the seat of political power in what is still very much a 

centralised economy, it seems that what I experienced as an 

outsider on a micro-level is being manifested in national trends. 

 

“The idea of a 
common 

tongue is, at 
present, non-

existent” 

China is vast; a world in itself. Although approximately 93% of the Chinese population are part of the 

Han nation, China is home to 56 minority groups. Furthermore, the idea of a common tongue is, at 

present, non-existent. Mandarin Chinese owes its status as the official 

language of China to the fact that it is merely the dialect spoken by those in 

Beijing. It is still the case that Chinese dialects are numerous and diverse, 

especially in the more rural areas. Mandarin Chinese, following China’s 

opening up to the West, has now become the business lingua franca, 

especially in preparation for the Beijing 2008 Olympics. It is the official school language medium in 

order to standardise communication.  

 

Of the Western nations that have realised the politico-economic expediency of learning Mandarin, the 

United States and, interestingly, France, seemed to be in the majority. According to Professor Liu of 

Beijing Capital Normal University’s Foreign Students’ Mandarin Programme, who had been teaching 

Mandarin to foreign students for 15 years, Western students grasp the pronunciation (although not 

necessarily the tones) of the spoken language fairly easily in 

comparison to their Eastern counterparts. Westerners display 

ineptitude in the writing of characters, an aspect of the language 

that Korean and Japanese students excel in, since much of their 

own languages’ modern written form is derived from Chinese 

traditional script.  

 

(f

m

An informal survey conducted among Beijing taxi drivers confirmed that the number of foreigners that 

pour into Beijing annually has increased exponentially over the years, 

and a yangguize (foreign devil) will not draw too much attention in the 

capital city anymore. While the most entrepreneurial of peddlers and 

salespeople will have a smattering of English, or at least a few set 

phrases learnt by rote, English is still not widely spoken. Academics and 

university graduates will competently read English field-specific journals 
“A yangguize 
oreign devil) will 

not draw too 
uch attention in 
the capital city 

anymore” 
4 
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and articles, but their oral ability is remarkably poor.  With time, however, this is set to change. The 

government is on a huge educational drive, especially where language is concerned, and pre-school 

children are learning their first English words barely before they can recognise characters in their own 

language.  

 

The government is not the only force behind intensive 

learning however. The infamous one-child policy of the 

Chinese government, started in the 1970s to curb the 

burgeoning population, has given rise to what is known as 

“Little Emperor Syndrome”. In keeping with the traditional 

importance of family, the youngest generation is 

cherished. With a growing middle-class of dual-income 

households and increasing disposable income, more 

money and attention from both parents is concentrated on the single child. Thus Chinese children are, 

from an extremely young age, encouraged to engage in a host of extra-mural activities, ranging from 

painting and dancing classes to extra English tuition.  

 

 

Consumer trends are increasingly affected by modernisation. In Beijing at least, supermarket chains 

and shopping malls have become vastly more popular than the 

traditional Chinese market, for those who can afford it. Within these 

commercial centres, which seem to be mushrooming all over 

urbanised areas, quality is guaranteed and the price is fixed, 

especially if the store is state-owned. Being able to shop at chain 
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“Supermarket chains
and shopping malls 
have become vastly 
more popular than 

the traditional 
Chinese market” 
5 

stores such as French-owned Carrefour ensures that shoppers pay 

or quality; something that cannot be guaranteed at the street market, even for the more savvy locals.  

n the street the price of market goods, whatever their nature, is negotiable. Vendors assess the 

otential buyer in terms of whether he or she is a foreigner, an out-of-towner, or a local, and marks the 

rice up accordingly. It is taken for granted that one will bargain. 

nterestingly, Beijing’s cost of living on the whole is reportedly 

heaper than other city centres such as Shanghai and 

uanzhou, perhaps because goods don’t have such high 

ransportation costs, or through other interventions such as 

overnment subsidies.  

olitical commentary in China is no longer uniform, nor blindly approving of the government. It is 

ecognized that the Party has achieved much progress in the few short decades since Deng Xiao 

eng’s “Open Door Policy” of 1978. Public works are rapidly erected at a speed that would put the 

ureaucracy of most other nations to shame. The Olympics are to be held in less than three years and 

he infrastructure the Chinese require to host such an event is not nearly completed. A professor at the 

eijing Capital Normal University remarked that this is not problematic, as the government would 



The China Monitor       
 

 

 

definitely meet its deadlines. Aside from the vast workforce at its disposal, the government can 

unilaterally sweep away all the bureaucratic red-tape that usually hampers such projects.  Considering 

China’s undisputed growth rate, this makes for an interesting lacuna in the theory that democratic 

countries rank highest globally in economic prosperity.  

 

Anecdotally, freedom of speech and its expected practice or 

lack thereof held some surprises. I noted with interest that the 

academics I interacted with freely expressed criticism of local 

government administration where they felt it was due. In 

contrast however, it seems that media, especially foreign 

media based in China, are strictly state-censored. 

 

National heroes, such as Chairman Mao, are still very much revered as part 

of the heritage of which the Chinese are fiercely proud. Street vendors are 

prolific with Mao souvenirs, but one gets the distinct impression that they were 

eager to display these Mao trinkets because they seem popular with 

Westerners, rather than due to nationalistic fervour. Capitalism, it seems, has inde

 

In its essence, Beijing seems to be a city in transformation. What is undoubte

aspect of the city is that the old is juxtaposed with the new. With a reported 8

users a week and over 368 million cell phone users, China is undisputedly one o

countries in the world. But its 5000 year old culture, having survived the 20th 

dismissed by the 21st.  

 

With a nod at Wallerstein, it seems that China has learnt from historical preced

century, China, the most advanced country in the known world, was poised to bec

The Middle Kingdom instead chose to maintain its isolation and walled the ‘barba

falling into decline. Now, five hundred years later, with one of the highest rat

Investment in the world, China is welcoming 

open arms and an opening economy, re

technologies. In addition, a recent study cond

Bank and the International Finance Corporatio

Hong Kong) at seventh place in terms of eas

China is stronger for it.   

 

The inevitable conclusion is that Beijing, one of the hubs of this dynamic dev

complex environment with many contradictory forces. A few shorts weeks se

glimpse of the bustle and energy at China’s core as the old learns to embrace the

 

“Capitalism, it 
seems, has 

indeed 
arrived.”  
6 
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Lucy Corkin is a communications consultant with a Masters' degree in International Politics from 

Stellenbosch University. She recently attended a short-term Mandarin course for foreign students at 

Beijing Capital Normal University. 

 

Market Watch 

“The Chinese 
Government’s 

greatest management 
challenge in its 
economy is the 

domestic banking 
sector” 

China’s Banking Challenge 
 

By Dr Martyn J. Davies 
 

China’s economic growth continues unabated. It is an important source of 

global growth and foreign economies are rapidly becoming reliant on its 

expanding market. Undoubtedly this offers great opportunity for multinationals operating in China. But 

in the event of an economic slump, it also heightens the risk of contagion as China becomes part of 

the global market economy.  

 

The greatest reform challenge faced by China is that of its moribund banking sector. Financial 

management will determine the growth scenario of China in the decades to come.  

 

Managing financial reform  
 

The Chinese Government’s greatest management challenge in its 

economy is the domestic banking sector. The challenge is to 

transform a moribund state-owned sector into an efficient capital 

allocating and competitive financial services sector. A major move 

toward this is the pending listing of the Bank of China (BOC) and the 

Industrial Commercial Bank of China (ICBC) on the international 

market.  

 

Going to the international market will have a range of dramatic impacts upon China’s banking sector. 

Its access to international markets will improve the capital competitiveness of its multinationals; 

foreigners will gain footholds and lend strategic direction to China’s domestic financial services 

development; risk management in lending will become more prevalent; and the implementation – or 

imposition for that matter – of measures promoting corporate governance by foreign interests will have 

the greatest impact of all.  

 

The move of China’s largest lenders to the stock market will 

have profound implications for lending in the domestic 

economy as well as to Chinese firms in the international 

market, including Africa. The changing rules of China’s 

capital market will impact on the state’s foreign commercial 

strategies. Chinese firms will no longer be able to “cheat on 
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capital” as they are often accused of doing. Thus with marketisation, Chinese firms will lose their 

“capital competitiveness”.  

 

For China’s listed banks, a capital “behavioural change” will develop. Lending based on the calculation 

of risk rather than the traditional relationship-based model will emerge. This will, however, take a 

number of years before becoming apparent. For the first time in modern China, an apolitical credit 

culture will emerge. Chinese banks will start to act like banks rather than mere vehicles to distribute 

state-directed capital.  

 

RMB value as a competitive driver  
 

There is now an international obsession over the value of China’s 

currency, the RMB. However, its revaluation poses no risk to the 

international financial system. There was no impact on global 

financial markets following its July revaluation. The recent attention 

and media speculation that followed with the RMB revaluation was 

unfounded.  
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Due to the new (narrow) trading band of the RMB of just 0.3%, the 

perception - and possibly even the practical reality - is that China has 

merely re-pegged the RMB. With such little volatility, the market has 

almost zero influence on RMB value. Despite Beijing’s claims of a 

liberalised monetary policy, the actual reality is somewhat different and 
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“Western 
overnments 
ying China for 

e float currency
 continue to be 
sappointed.” 
8 

remains more State than market-influenced. Western governments 

g China for a free float currency will continue to be disappointed.  

ar the PBOC spent US$210 billion to contain the upward pressure on the RMB. This year the 

will spend between US$150-200 billion doing the same. So much for Chinese monetary policy 

   

 recognised trend over the long term is that the currency will move upwards, forcing 

itiveness upon Chinese firms. It is forecast that in the event of a 10% appreciation in the value 

MB, the growth in exports of textiles and garment will decline by 8-9%.  

gthening currency environment will undoubtedly facilitate the process of Chinese firms 

ng multinationals. Their increased exposure to the market, their ability to compete on process 

han rely upon a cheap currency and their ability to acquire international assets at a lower price 

 this trend. But different industries will internationalise at different paces.   
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Aspirant multinationals  
 

Chinese firms are rapidly seeking to move toward multinational status. The establishment of China’s 

multinationals is often compared to that of Japan and Korea. But at comparative stages of 

development, China’s economy is far more open to foreign involvement than its neighbours. 

Considering this, Chinese firms are rapidly integrating into the global supply chain. Chinese brand 

formation may, however, lag that of its Asian competitors.  

 

Chinese players seek to fast track their international market entry through the purchase of established 

foreign brands. Recent examples include Lenovo’s acquisition of IBM’s PC business and Haier’s 

attempted purchase of white goods company Maytag in the US. But Chinese brands are battling to 

gain traction in the international market, a task made more difficult by the negative publicity Chinese 

exports are receiving from protectionist manufacturing lobbies.  

 

A Chinese Enron? 
 

The motivation of Chinese partners in Sino-foreign joint ventures is most often to obtain management 

process, not capital. When speaking with the top management of Chinese banks, it is apparent that 

they do not lack money but rather seek management best practice.  

 

But corporate governance is very difficult to institute in Chinese state-owned enterprises, no matter 

what the size of foreign equity stake. Ownership structure 

determines the corporate governance practice in China. 

Typically, in state-owned or state-invested enterprises, 

relationships determine outcomes rather than management 

processes. Poor standards of corporate governance in Chinese 

state owned companies compounds investing in the country’s 

stock markets. 

 

“Until corporate 
governance 

improves, China’s 
stock markets will 

serve little 
purpose” 

China’s Shanghai and Shenzhen stock markets continue to perform poorly. The paradox of China’s 

development is that stock markets as vehicles for raising and 

allocating private capital cannot function in an environment where 

information is not free flowing. The State’s monopoly on information 

prevents efficient capital allocation in China. Until corporate 

governance improves, China’s stock markets will serve little purpose.  

 

Sustainable growth or market correction? 
 

China’s government has embarked upon an irreversible program of economic reform. But no single 

developing economy has ever enjoyed a smooth transition to the market. Without commensurate 

returns in productivity, China’s growth will not be sustainable.  
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Will the Government be able to manage this reform to its market conclusion? This remains to be seen. 

As the system “marketises”, the Government will increasingly have less centralised control and policy 

levers available to manipulate the domestic financial system. Investors both domestic and foreign are 

becoming “drunk on growth” in China. This abrogates risk. Similar factors present in Southeast Asia in 

the mid 1990s are emerging in China today.  

 

A market correction is undoubtedly coming. China’s government, undoubtedly powerful, is not bigger 

than the market. The trigger of a market correction will be the failure of a significant domestic 

commercial bank or alternatively an international energy price shock that the Government will no 

longer be able to afford to subsidise.   

 

Whether China can emulate Korea’s emergence from crisis or flounder like Japan after the bursting of 

its bubble economy in 1989 is the key scenario question.  

 
Dr Martyn J. Davies is Director of the Centre for Chinese Studies  

 
Business Briefs 
 
Significant business developments in China over the past month 
 
Beijing Media shares plummet. Shares in 

Beijing Media Corp., which sells advertising 

space in the Beijing Youth Daily newspaper, 

fell by 27% after six employees were taken into 

custody following an investigation into 

corruption in the company. The company, in 

which Singapore Investment Corp. has an 8% 

stake, announced to the Hong Kong stock 

exchange that it had suspended the 

employees and is planning to conduct an 

internal investigation. Beijing Media Corp. 

reported a 99.7% decrease in its first-half profit 

as advertising sales declined, with shares 

falling by 52% this year. The detainees include 

two Vice Presidents and heads of the 

advertising departments. Naspers Ltd, South 

Africa’s largest media company, and the 

Government of Singapore Corp. were both 

investors in Beijing Media. Naspers holds a 

9.9% stake in the Beijing Media, while the 

Singapore agency holds 8% as of August.   
 
China’s foreign acquisitions surge. 
According to the latest published statistics from 

the Chinese Ministry of Commerce 

(MOFCOM), Chinese companies’ overseas 

acquisitions increased 182.5% year-on-year in 

volume in the first 6 months of 2005. According 

to the MOFCOM’s cooperation department, 

acquisitions made up 80% of China’s total 

external investment, which in the first seven 

months of 2005 reached US$2.5 billion. Asia 

was the top destination for Chinese investment 

from January to July, with 75% of China’s 

investments going to that region, followed by 

investments in Latin America, North America 

and Africa.  
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China sends two 
astronauts on space 
mission. China 

successfully launched 

its second manned 

spaceship into orbit on 

12 October 2005. The launch is part of a 

project to establish a permanent orbiting 

laboratory and land an unmanned spaceship 

on the moon by 2010. The Shenzhou VI 

landed back on earth on 17 October in Inner 

Mongolia, after orbiting the earth 76 times in 

five days.  

 
France’s PNB Paribas buys stake in 
Chinese bank. French PNB Paribas bank has 

bought a 19.7% stake in China’s Nanjing City 

Commercial Bank. PNB Paribas invested less 

than 100 million euros. 

China to hasten reforms during next five-
year-plan. A key plenum of the Chinese 

Communist Party decided on Tuesday 5 

October to speed up the pace of reforms and 

achieve breakthroughs in major structural 

changes during 2006 - 2011. It was decided at 

the plenum that China will augment the reform 

of its administrative system, adhere to and 

advance its basic economic system, expand 

the reform of its fiscal and taxation systems, 

step up the reform of the banking system, and 

progress in the creation of a modern market 

system.  

China proposes new DVD 
format. China has, for the 

second time in two years, 

pronounced its plan to 

develop a new DVD 

standard in order to break 

the monopoly of foreign companies and 

escape hefty licensing fees. According to the 

Xinhua News Agency, the new format will be 

based on HD DVD, but will not be compatible 

with that standard.  

Railway to Tibet completed. China has 

completed the construction of the first railway 

to Tibet. This is one of the highest railways in 

the world, climbing to 5072m above sea level. 

Passenger 

trips will 

commence 

next year; 

however, 

passenger 

carriages will be sealed to protect passengers 

from altitude sickness. The line, which links the 

Tibetan capital Lhasa with the north-western 

province of Qinghai, is expected to promote 

development in Tibet. 

Fitch – China’s debt ratings improve. Fitch 

ratings raised China’s debt ratings one level 

due to increasing foreign exchange reserves 

and fewer bad bank loans. China’s long-term 

foreign currency rating was increased from A-

minus to A, the sixth highest grading according 

to Fitch. China’s long-term local currency 

rating was also raised, from A to A-plus. 

According to Fitch, the upgrade is based on 

China’s good balance of payments 

performance.  

Rumsfeld visits 
China. The US 

Secretary of 

Defence, Donald 

Rumsfeld, left for 

Beijing on 17 October. This is Rumsfeld’s first 

official visit to China. During his eight-day visit, 

Rumsfeld met with military leaders in China to 
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discuss military relations between the two 

countries, as well as military issues of mutual 

concern.  

180 Insurers operating in Hong Kong. Hong 

Kong’s Chief Executive, Donald Tsang, said 

that there are 180 insurers currently operating 

in Hong Kong, making it the largest 

concentration of insurers in Asia. The 

statement was made at the AIG Asia Regional 

headquarters on 6 October. Hong Kong’s total 

gross premium rose to US$16 billion in 2004. 

Insurance penetration in Hong Kong now 

shares the same ranking as the US, and is one 

of the highest in the world. Hong Kong’s 

insurance industry has maintained double-digit 

annual growth for the past decade.  

Ericsson Chinese GSM contracts. Ericsson 

announced on 18 October that it was granted 

GSM expansion 

contracts by Chinese 

operators Guandong 

Mobile and Guanxi 

Mobile, worth US$290 

million. According to the 

agreement, the Swedish vendor will supply 

core and radio access network equipment, 

including hardware and software, and telecom 

related services. Following completion of the 

deals, Guandong Mobile's network will have an 

increased capacity of over 60 million and 

Guangxi Mobile to nearly 10 million. The 

contract with Guangdong also covers the 

installation of Ericsson EDGE solutions. 

China-US textile talks make headway. 
China’s textile sector is hoping to advance in 

the latest round of discussions with the US 

over continued access to their market. The two 

countries are meeting for their sixth round of 

negotiations aimed at decreasing mass 

exports of Chinese manufactured clothing and 

textiles to the US. The talks concluded on 13 

October and the US Committee for the 

Implementation of Textile Agreements has this 

month decided to postpone the 30 November 

deadline for the decision on setting limits on 

four categories of knit-cloth imports.  

Death toll rises in Chinese mines. Despite 

government efforts to improve mine safety, the 

death toll 

in China’s 

coal mine 

industry is 

steadily 

rising. 

According 

to government statistics, there were 2 337 

accidents killing 4 228 people between 

January and September this year. This month 

there were 43 coal mine accidents that killed at 

least 10 people.  

 

China to up investments in oil sector. 
PetroChina, the largest oil company in China, 

is set to invest 26.2 billion yuan in Xinjiang until 

September 2007, in a bid to boost its refining 

capacity to 10 million tonnes. The project will 

be built to process oil imported from 

Kazakhstan, and will start producing ethylene 

as early as 2008. The company plans to 

increase refining capacity at the Dushanzi 

Petrochemical plant in Xinjiang to 10 million 

tonnes by 2008 from its current level of six 

million tonnes.  

 
Chinese, Scott and English firms to form 
alliance. DRB-HICOM Bhd’s wholly owned 

subsidiary, Scott and English Electronics Sdn 

Bhd, has formed a strategic alliance with two 
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electronics companies from China to serve as 

their sole distributor of consumer electrical 

products in Malaysia. The two companies are 

TCL Group and Midea Air-Conditioning & 

Refrigeration Group. The three companies 

signed a partnership agreement on 20 

October. The TCL Group, in Huizhou of 

Guangdong Province, Southern China, 

manufactures multimedia products, mobile 

phones, personal computers, home 

appliances, electric lighting and digital 

products.  

 

 
Dongfeng Motor plans US$500 million IPO. 
China’s third largest automaker, Dongfeng 

Motor Group Co. Ltd., intends to raise 

approximately US$500 million in a Hong Kong 

initial public offering. The stock is expected to 

trade at the beginning of November this year. 

Dongfeng manufactures vehicles in China with 

Kia Motor Corp., Honda Motor Co., Nissan 

Motor Co. and PSA Peugeot Citroen. The 

company has 15% of China's auto market. The 

sale is arranged by China International Capital 

Corp., Deutsche Bank AG and Merrill Lynch & 

Co. 

Alibaba acquires Yahoo. China’s largest e-

commerce website, 

Alibaba announced 

on 25 October that it 

has successfully 

acquired the entire 

assets of Yahoo! China. The deal is the largest 

merger and acquisition in China’s Internet 

business. The combined companies will 

expand their internet searching services to 

Chinese users, creating one of the largest 

internet companies in China, with a leading 

position in the growing sectors of business-to-

business e-commerce (B2B) and consumer e-

commerce (C2C), online payments, and 

communications. Alibaba is China’s foremost 

e-commerce company, and has a large share 

of global and domestic online markets. The 

company has China’s most popular online 

payment system, AliPay, and Alibaba websites 

have more than 15 million registered users in 

over 200 countries.  

Wen Jiabao and Putin meet. Chinese 

Premier Wen Jiabao 

met with Russian 

President Vladimir 

Putin in Moscow on 

26 October to 

discuss bilateral 

relations and mutually relevant international 

issues. The Chinese Premier arrived in Russia 

to attend the Fourth Meeting of Prime Ministers 

of the Member States of the Shanghai 

Cooperation Organisation (SCO). The two 

countries have initiated a consultation 

mechanism on strategic security, approved a 

border agreement, issued a joint statement on 

international order in a new century and staged 

joint military exercises. Premier Wen Jiabao 

said that he hoped to expand areas of 

cooperation, fully optimise trade structures, 

increase two-way investment and regulate 

trade. The Premier said he also hopes to sign 

an investment protection agreement at an 

early date.  

China bid for PetroKazakhstan successful. 
China National Petroleum Corp. (CNPC) has 

successfully won Canadian court approval for 

its bid for a US$4.18 billion takeover of 

PetroKazakhstan Inc. as announced on 26 

October. Rivals for PetroKazakhstan included 

Russian Lukoil and Oil & Natural Gas Corp of 
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India. Kazakhstan's government has signalled 

its approval of the CNPC deal and has agreed 

to buy 33% of PetroKazakhstan for US$1.4 

billion. The government and CNPC will also 

share the firm's Shymkent refinery.  

Koizumi visits war shrine. Japanese Prime 

Minister 

Junichiro 

Koizumi paid a 

visit to the 

Yasukuni 

shrine on 17 

October, drawing much criticism from China 

over the visit to the war shrine. The move 

caused China to cancel some official contracts 

with Japan, including a scheduled visit by 

Japanese Foreign Minister Nobutaka 

Machimura. Koizumi declared on 26 October 

that he would like to hold summit talks with 

China prior to impending international 

meetings. Chinese Vice Foreign Minister Wu 

Dawei, said that Koizumi’s numerous visits to 

the war shrine would make it difficult for 

leaders of the respective countries to hold 

meetings, and that it would be impossible for 

China to support Japan’s bid for a permanent 

seat on the United Nations Security Council. 

Japan accounts for about 10 percent of foreign 

direct investment in China and as much as 15 

percent of China's foreign trade. 

Chinese President to visit Europe. President 

Hu Jintao is set to visit Britain, Germany and 

Spain from 8-17 November this year. The 

President will follow his European tour with a 

visit to the Republic of Korea, where he will 

attend the APEC forum in Busan from 

November 18-19. Hu's last official visit to the 

three European countries was in November 

2001.      

China seeks to reduce energy 
consumption. China intends to reduce its 

energy consumption per GDP until the 11th 

five-year (2006-2010) programme period.  The 

government is looking to cut energy 

consumption by 4.4% annually within the next 

five years. China consumed 1.97 billion tons 

standard coal in 2004, ranking second in the 

world. However, the country’s energy reserve 

per capita is far lower than the world average, 

with oil reserve per capita accounting for 

merely 11% of the world average. China has 

implemented measures to decrease 

consumption by 4% annually over the past 

years, and authorities are confident that a 

4.4% reduction rate is achievable.  

Another bird flu outbreak in China. China 

has had a fresh outbreak of bird flu, which has 

thus far been free from any human infections. 

In China's new outbreak of the virulent H5N1 

strain of avian flu, its third case this month, 

hundreds of chickens and ducks died in a 

village in central Hunan province. The 

mainland notified the 

United Nations on 25 

October. China said 

all outbreaks have 

been contained, and 

that there are no 

human cases of human infection to date. 

However, three suspicious cases of 

pneumonia are being investigated, since 

authorities fear that they might be related to 

bird flu.   

China lifts income tax threshold. As part of 

the government’s efforts to decrease income 

inequality, the Chinese government has 

proposed to double the personal income tax 

threshold level from a monthly income of 800 
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yuan to that of 1 600 yuan as of 1 January 

2006. 

China 
Construction 

Bank’s holds 
world’s largest IPO. China Construction 

Bank’s Initial Public Offering (IPO) held on 

Thursday 27 October was China’s largest IPO 

ever, and the world’s largest since 2001. The 

shares closed unchanged at the listing price of 

HK$2.35 (30 US cents). The IPO raised $8 

billion for the bank. The IPO has been hailed 

as a watershed in the transformation of 

China’s financial markets and the reform of the 

banking sector.   

ADP, IFC gain approval for yuan bond 
issues. The Asian Development Bank and the 

International Finance Corp. received final 

approval from China on 9 October to issue 

more than $260 million worth of yuan bonds. 

This is the first time that foreign issuers have 

been admitted onto China’s fledgling debt 

markets.  

China’s electro-mechanical exports 
expected to top $400 million. China expects 

the value of its electro-mechanical exports to 

reach more than US$400 million by the end of 

this year. Statistics from the Electro-

mechanical Products Import and Export 

Association of China show that the China’s 

electro-mechanical exports reached 

US$298.98 billion in the first 9 months of this 

year.   

China’s trade surplus to swell threefold. 
China’s trade surplus is expected to rise from 

US$32 billion in 2004 to US$90 billion in 2005. 

This widening of China’s trade surplus is a 

result of this year’s massive surge in Chinese 

exports. According to China’s Ministry of 

Commerce, exports are expected to rise 20% 

this year to US$745 billion.  

WTO process initiated to investigate anti-
piracy measures in China. Switzerland, 

Japan and the USA have initiated a World 

Trade Organisation process to access 

information regarding China’s enforcement and 

protection of intellectual property rights. The 

three countries have submitted written 

requests to China for information. A response 

is expected by January 23 2006.  

 

Sourced from: China View, New York Times, Reuters, Bloomberg, Xinhua 
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China & Africa 
The latest updates on Chinese activity on the African continent. 
 
African trade unions call for coordinated 
safeguards against Chinese textiles. 

Unionists from the 

textiles and 

clothing industries 

across Africa have 

demanded 

‘coordinated action’ amongst African 

governments to implement temporary 

measures that will safeguard against imports 

of Chinese textiles and clothing. The demand 

follows a meeting of the International Textile 

Garment and Leather Workers Federation’s 

Africa region.  

 
China not interested in Zimbabwean farms. 
China has turned down an offer from the 

Zimbabwean government to appropriate farms 

seized from previous white owners. According 

to sources, the Chinese government does not 

believe it to be a worthwhile investment 

because there is no assurance of security in 

the long term. The Zimbabwean government 

proposed a joint venture with China that would 

allow farmers from China to enter into  

agreements with the Zimbabwean government 

to farm land seized from white farmers in order 

to assist in reviving Zimbabwe’s agricultural 

sector. Zimbabwe’s new laws regarding the 

nationalising of farmland have contributed 

towards China’s reluctance to enter into such a 

deal.  

 
China looks to South Africa for coal mining 
safety. The Conference on South African Coal 

Mining Safety Technology and Equipment was 

held in Beijing on Thursday, October 13. Coal 

mining safety has been a topic of controversy 

in China of late. The conference provided an 

opportunity for Chinese coal mine production 

workers to learn from the coal mining safety 

procedures in South Africa. South African coal 

mining experts exhibited their safety 

equipment and technology, and shared 

valuable insights into coal mine management.  

 

50 Chinese Firms in Kenya, Investments 
rise to US$4 million. More than 50 Chinese 

investors have established businesses in 

Kenya within the past two years. The Kenyan 

Investment Promotion Centre has the number 

of Chinese investment projects in the country 

currently at 96, with a workforce of 6 700 

Kenyans and investment capital of US$54 

million. China views Kenya as a gateway to the 

region and it has become a key focus of 

China’s trade and economic strategy in Africa.  

 

Kenya to sign deal with China’s CNOOC. 
Kenya announced on 13 October that it will 

sign an agreement with China’s CNOOC Ltd. 

in November this year, to prospect for oil and 

gas in six blocks of the country.  

 

Sasol probed over butanol dumping. China 

is to investigate Sasol’s sales of butanol in 

China, following complaints by three Chinese 

companies accusing the South African 

company of dumping the product in Chinese 

markets. The mainland could impose 

antidumping duties on Sasol if it transpires that 

the accusations are founded. Sasol has been 
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selling butanol for 24.8% less in China than in 

South Africa. Sasol has said that it would 

oppose the application 

to begin investigations. 

If Sasol is found guilty, 

the company will not be 

able to operate in 

China for five years. 

The Chinese 

government can also impose punitive 

antidumping duties on the price of Sasol’s 

butanol exports. The dumping allegations were 

brought by China Petroleum & Chemical 

Corporation, Jilin Chemical Industrial Company 

and Beijing Dongfang Petroleum & Chemical 

Corporation. The Chinese investigation also 

includes suppliers of butanol in Japan, the 

European Union, the US, Malaysia and 

Russia. Mitsubishi Chemical, Dow Chemical 

USA and BASF Petronas Chemicals are 

among these.  

 

Kenya Airways to fly to China. Kenya 

Airways has begun operating scheduled flights 

to China. The 

Guangzhou 

City route was introduced due to the increased 

popularity of China as a business destination. 

The airline will fly to Guangzhou three days a 

week.  

 

Equatorial Guinea looks east. The President 

of Equatorial Guinea, Teodoro Obiang 

Nguema, has called for greater Chinese 

investment in his country. The President, in a 

visit to China, met with the mayor of Shanghai 

on 23 October. Equatorial Guinea established 

diplomatic relations with China 36 years ago. 

The country aims to increase cooperation with 

China in economic and scientific fields and in 

natural resource exploration. Obiang also met 

with Chinese President Hu Jintao, and 

expressed a mutual desire to maintain high-

level exchanges and strengthen cooperation, 

particularly in oil exploration, infrastructure 

development, agriculture and forestry and 

fishery.  

BEE telecoms group in business with 
Chinese firm. Black 

Economic Empowerment 

(BEE) group, Nulane 

Investment, has purchased 

31% of Chinese telecommunications 

multinational Huawei Technologies Africa, and 

plans on setting up a manufacturing plant and 

training centre in SA. The deal will be effective 

from November. The firm applauds Huawei’s 

approach in using local skills in the countries 

they are supplying products to, and in investing 

in building technical skills and capacity. Nulane 

plans further expansion, and is set to 

announce two more deals. Huawei operates in 

90 countries, and in Africa has a presence in 

Angola, Nigeria, Kenya, DRC, Zimbabwe, 

Egypt, Algeria, Tunisia and Morocco. Nulane 

Investments is a broad-based consortium 

representing entrepreneurs, women and youth 

formations.  

Chinese delegation visits Zimbabwe. The 

deputy governor of the China Development 

Bank (CDB) and the president of Star, a 

Chinese communications company, landed in 

Zimbabwe on 22 October on a business trip, 

set to supply Zimbabwe with US$63 million 

worth of transmitters. The China Development 

Bank intends to underwrite Chinese 

investments in Zimbabwe. Cooperation 

between Zimbabwean Transmedia, a 

subsidiary of Zimbabwe Broadcasting Holdings 

and China’s Star will serve as a pilot project 
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and model for future cooperation. Under the 

agreement, China would provide US$63 million 

worth of equipment to Transmedia in the form 

of transmitters. The agreement will allow for 

the payment of the debt to be offset through 

proceeds from a joint venture mining 

agreement between Chinese investors and the 

Zimbabwe Mining Development Co-operation, 

as the Chinese are interested in mining 

chrome, nickel and other base metals. The 

agreements form part of the Zimbabwean 

government’s strategy to improve the country’s 

telecommunications systems. 

 

China and Senegal resume ties. China and 

Senegal have 

resumed diplomatic 

ties at the 

ambassadorial level 

as of 25 October. The two countries signed a 

joint communiqué on the resumption of 

diplomatic relations with Senegal announcing 

its affirmation of the ‘One China’ policy.  

SA will not invoke safeguards against 
Chinese textiles. South Africa’s trade and 

industry minister announced on Sunday 30 

October that the South African government will 

not invoke World Trade Organisation 

measures to limit the import of cheap textiles 

from China. The trade and industry minister 

stated that the South African government is not 

convinced that invoking safeguards is the best 

action to take, considering the totality of South 

Africa’s relationship with China.  

China-Cameroon business cooperation 
expanded. A business delegation from China 

visited Cameroon in October. The delegation 

met with a Cameroonian business delegation 

at the Yaounde Conference Centre. The 

meeting was coordinated by the Ministry of 

commerce. The meeting aimed to identify 

areas of cooperation, and focused specifically 

on the potential for joint ventures.  

China donates military equipment to 
Nigeria. The Nigerian Minister of Defense 

received $3 million worth of military equipment 

from the Chinese government on 27 October 

2005. A 21-member training team from China 

is expected to visit Nigeria in order to train 

personnel of the Nigerian Armed Forces in the 

handling and use of the sophisticated military 

equipment. According to the Chinese 

ambassador to Nigeria, Mr. Wang Yongqio, the 

donation was in part to facilitate Nigeria’s 

peacekeeping role in Africa.  

Sourced from: China View, New York Times, Reuters, Bloomberg, Xinhua, Allafrica 
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The China Forum 
 

 China Business Seminar - 13th October 2005 
The Centre for Chinese Studies co-hosted the "China Business Seminar" with the Western 

Cape Government’s Trade and Investment Promotion body, Wesgro. The one-day event 

brought together senior-level Western Cape business-people evaluating commercial ties with 

China - from both an opportunity and threat point of view.  

 
For copies and summaries of the presentations please e-mail the Centre for Chinese Studies 

at ccsinfo@sun.ac.za

 

A Review of the WESGRO-CCS China Business Seminar 
By Justin M. Shields 

 
On 13 October 2005, WESGRO, the Western Cape’s trade and investment promotion agency, in 

cooperation with the Centre for Chinese Studies at Stellenbosch University, hosted a seminar for 

South African businesses on the opportunities and challenges of doing business with China. The 

event was unique because it featured representatives from several different economic sectors, 

including mining and minerals, textiles as well as consumer goods. The seminar featured 

presentations through which speakers shared their experiences in working with China; furthermore, 

time was set aside for questions and discussion.   

 

Moderator Dr. Martyn J. Davies kicked off the event by welcoming 

the participants and discussing the relevance of Sino-South African 

relations within the context of recent domestic political 

developments. After providing context to the seminar, Dr. Davies 

introduced the opening speaker, Mr. Shi Weiqiang, Consul-General 

of the People’s Republic of China.  The Consul-General highlighted 

recent developments in China, including the problems and 

challenges of continued economic growth in addition to how 

China’s rise has impacted Sino-South African relations.   

Mr. Shi Weigiang poses with  
Dr Martyn Davies

 
“It is not a 

reservoir of cheap 
unskilled labour 
that has made 

China’s economy 
so competitive” 

The remainder of the seminar was divided in to three sessions with 

three speakers presenting in each session.  Dr. Martyn J. Davies began 

the first session posing the question, “What makes China competitive?”  

Dr. Davies explained that it is not a reservoir of cheap unskilled labour 

mailto:ccsinfo@sun.ac.za
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that has made China’s economy so competitive, but rather the combination of cheap skilled labour, 

pragmatic leadership and a well managed economy.  Eckart Naumann, an associate of Tralac (the 

Trade Law Centre for Southern Africa) followed with a presentation on “Trade developments, trade 

negotiations and issues around rules of origin,” outlining the advantages as well as the potential 

implications of a free-trade agreement with China.  The first session ended with Tina Chow, from the 

shipping company Maersk Sealand Africa Region, who presented a discussion on the recent growth of 

E-commerce in China. 

 

Following a tea and coffee break, the second session got underway with a presentation from Justin 

Chadwick, CEO of the Citrus Growers Association, on how the citrus growers in the Western Cape 

have capitalized on the Chinese market.  Next, Jack Kipling, Chairman of the Clothing Industry Export 

Council discussed the issue of competition with Chinese textile and garment imports, showing how SA 

apparel manufacturers have responded to rising Chinese imports following the expiration of the Multi-

Fibre Agreement.  The second session concluded with a presentation from Edwin Capendale, Export 

Manager of Namakwa Sands, on “China’s commodities-led growth and opportunities for South Africa’s 

mining and minerals sector.”  Mr. Capendale illustrated how his company has profited from increased 

Chinese demand for commodities.  

 

“Unilever has found 
success in the 

Chinese consumer 
goods market by 

marrying traditional 
Chinese concepts 

with Western ones” 

After lunch, the third and final session opened with a presentation from 

Hilton Hess, former Commercial Director for Unilever in China, entitled 

“Understanding the Chinese consumer: 

China’s FMCG sector.”  Mr. Hess 

explained that Unilever has found 

success in the Chinese consumer goods 

market by marrying traditional Chinese 

concepts with Western ones.  Next, Martyn Mills, General Manager for 

MCM Wines discussed his experiences as a small business entrepreneur 

exporting to the Chinese market. The final presentation was given by Nils 

Flaatten, former chairperson of the SA Business Forum in Hong Kong, on the experiences of SA 

business in Hong Kong. Mr. Flaatten found that although some SA firms have been successful, 

greater gains could be made through cooperation. 

Nils Flaatten delivers the final 
presentation 

 

The event concluded with remarks from Dr. Davies, as well as WESGRO 

trade economist Riefqah Jappie thanking everyone involved.  The 

participants of the seminar seemed to agree that the event had been 

successful in facilitating discussion on Sino-South African business 

relations and providing a forum for SA business cooperation across 

sectors.  
Wesgro’s Riefqah Jappie 

concludes the seminar   
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Justin M. Shields is an American post-graduate International Relations student at the University of 

Stellenbosch and was a participant in the China Business Seminar.  His current research concerns the 

impact of China's entry into the WTO on the life insurance industry.  

 

 The Centre participates at the FES-IGD-SAIIA China in Africa Workshop – 17th to 
18th October 2005 
 

The Centre recently contributed to a workshop entitled “China in Africa: Mercantilist Predator 

or Partner in Development?” in Johannesburg. The event was co-hosted by the Frederich 

Ebert Stiftung, the Institute for Global Dialogue, and the South African Institute of International 

Affairs. Dr. Martyn Davies, Director of the Centre for Chinese Studies, was a member of a 

panel discussing sectoral issues, and outlined China’s influence in the construction and 

infrastructure industries in Africa. 

 

 PRC Ambassador Liu Gui-Jin visits the Centre – 21st October 2005 

Ambassador Liu met with Prof. Walter Claassen, Vice-Rector for 

Research, and Prof. Hennie Kotze, Dean of the Arts Faculty, at 

Stellenbosch University, to present a donation to the Centre for Chinese 

Studies.  

  

 

From L to R: Dr Martyn Davies, 
Ambassador Liu Gui-Jin, Prof Walter 

Claassen, and Prof Hennie Kotze 

 Roundtable discussion with China Online – 28th October 2005 

The China Forum hosted a discussion with Mr David Hale, founding 

Chairman of Hale Advisors and China Online. David Hale is a regular 

visitor to South Africa. The event was attended by academics from the 

University of Stellenbosch.  

 From L to R: David Hale, Lyric 
Hughes Hale, and Lucy Corkin 

 



The China Monitor       
 

 
22 

 

Upcoming Events 

 Roundtable with the Hon. Richard D’Amato, Chairman of the US-China Economic 
and Security Review Commission - 18th November 2005 

The Centre for Chinese Studies will be hosting Richard D’Amato, Chairman of the US-China 

Economic and Security Review Commission, for a roundtable discussion on current issues 

surrounding the US-China relationship, as well as China’s impact globally. The purpose of the 

US-China Economic and Security Review is to monitor, investigate, and submit to the US 

Congress an annual report on the national security implications of the bilateral trade and 

economic relationship between the United States and the People’s Republic of China, and to 

provide recommendations, where appropriate, to Congress for legislative and administrative 

action. 

The Roundtable will be held in Room 648, Department of Political Sciences, University of 

Stellenbosch, from 11:00-12:30 on Friday, 18th November. For more information, please 

contact Thomas Bevan at tbevan@sun.ac.za, or (021) 808 2840. 

 Book Launch in conjunction with the South African Institute of International Affairs 
and the Institute for Global Dialogue - 8th December 2005 

The CCS will be hosting a book launch event with SAIIA and the IGD. The book, titled “Enter 

the Dragon: Towards a free trade agreement between China and the Southern African 

Customs Union” highlights the current trade between SACU and China, and analyses the 

potential for a free-trade agreement.  

Please contact Ilana Botha at ccsinfo@sun.ac.za or (021) 808 2840 for more details. 

 “China and South Africa in 2006: Prospects in Trade and Finance – Crisis or 
Opportunity?” Panel discussion in conjunction with the South African Institute of 
International Affairs (SAIIA) - 8th December 2005 

The CCS will be participating in a panel discussion in Cape Town hosted by the South African 

Institute of International Affairs (SAIIA). The panel will include Michael Power, from Investec, 

Peter Draper, from the SAIIA Development through Trade Programme, and Dr. Martyn 

Davies, Director of the Centre for Chinese Studies. Discussion will consider the implications 

for South Africa of China’s emergence on the world scene, including the impact on 

international financial flows, and the proposed China-South Africa negotiations on a Free 

Trade Agreement.  

mailto:tbevan@sun.ac.za
mailto:ccsinfo@sun.ac.za
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The event will be held at the Centre for the Book, Queen Victoria Street, Cape Town, at 17:30. 

Please contact Pat Benbow-Hebbert at pbhebbert@mweb.co.za or (021) 794 5480 for more 

information. 

 

Contact Us 
 

Centre for Chinese Studies 
Tel: +27 21 808 2840 
Fax: +27 21 808 2841 

 
Email: ccsinfo@sun.ac.za 
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