CHINA COUNTRY BRIEFING
1. 
ECONOMIC OVERVIEW

	GDP
	Purchasing power parity – US.8,767 trillion (2009 est.)

	GDP real growth rate
	8,4% (official data) (2009 est.)

	GDP / capita
	Purchasing power parity -US $6 500 (2009 est.)

	GDP by sector
	Agriculture: 10,9%, Industry: 48,6%, Services:40,5% (2009 est)

	Industrial production growth rate
	8,1% (2009 est.)

	Exports (2009 est.)
	US $ 1.2 Trillion:  electrical and other machinery, including data processing equipment, apparel, textiles, iron and steel, optical and medical equipment

	Export partners (2008)
	US 17.7%, Hong Kong 13.3%, Japan 8.1%, South Korea 5.2%, Germany 4.1% 



	Imports (2009 est.)
	US $ 921,5  trillion:  electrical and other machinery, oil and mineral fuels, optical and medical equipment, metal ores, plastics, organic chemicals

	Import partners (2008)
	Japan 13.3%, South Korea 9.9%, Tawian 9.2%, US 7.2%, Germany 4.9% 

	Chief of State
	President HU Jintao (since 15 March 2003) and Vice President XI Jingping (since 15 March 2008)

	Head of Government
	Premier WEN Jiabao (since 16 March 2003)

	SA Exports (2009)
	R48,9  billion, Iron ores and concentrates, Ferro-Alloys, Chromium Ores and Concerntrates, Platinum, Unwrought or in Semi-Manufactured Forms, Flat-Rolled Products of Stainless Steel 

	SA Imports (2009)
	R70,8 billion, Telephones sets, automatic data processing machines, printing machinery used for printing by means of plates, Flat Rolled products of other alloy steel, other footwear with outersoles and 

	Total Trade (2009)
	R119,6 billion; SA’s 1st  largest export  partner  and 1st largest  import partner (globally)


Source: www.cia.gov, updated May 2010.
China's
 economy during the past 30 years has changed from a centrally planned system that was largely closed to international trade to a more market-oriented economy that has a rapidly growing private sector and is a major player in the global economy. Reforms started in the late 1970s with the phasing out of collectivized agriculture, and expanded to include the gradual liberalization of prices, fiscal decentralization, increased autonomy for state enterprises, the foundation of a diversified banking system, the development of stock markets, the rapid growth of the non-state sector, and the opening to foreign trade and investment. 
Annual inflows of foreign direct investment rose to nearly $108 billion in 2008. China has generally implemented reforms in a gradualist or piecemeal fashion. In recent years, China has re-invigorated its support for leading state-owned enterprises in sectors it considers important to "economic security," explicitly looking to foster globally competitive national champions. After keeping its currency tightly linked to the US dollar for years, China in July 2005 revalued its currency by 2.1% against the US dollar and moved to an exchange rate system that references a basket of currencies. Cumulative appreciation of the renminbi against the US dollar since the end of the dollar peg was more than 20% by late 2008, but the exchange rate has changed little since the onset of the global financial crisis. The restructuring of the economy and resulting efficiency gains have contributed to a more than tenfold increase in GDP since 1978. Measured on a purchasing power parity (PPP) basis that adjusts for price differences, China in 2009 stood as the second-largest economy in the world after the US, although in per capita terms the country is still lower middle-income. 
The Chinese government faces numerous economic development challenges, including: (a) strengthening its social safety net, including pension and health system reform, to counteract a high domestic savings rate and correspondingly low domestic demand; (b) sustaining adequate job growth for tens of millions of migrants, new entrants to the work force, and workers laid off from state-owned enterprises deemed not worth saving; (c) reducing corruption and other economic crimes; and (d) containing environmental damage and social strife related to the economy's rapid transformation. Economic development has been more rapid in coastal provinces than in the interior, and approximately 200 million rural laborers and their dependents have relocated to urban areas to find work - in recent years many have returned to their villages. 
One demographic consequence of the "one child" policy is that China is now one of the most rapidly aging countries in the world. Deterioration in the environment - notably air pollution, soil erosion, and the steady fall of the water table, especially in the north - is another long-term problem. China continues to lose arable land because of erosion and economic development. In 2006, China announced that by 2010 it would decrease energy intensity 20% from 2005 levels. In 2009, China announced that by 2020 it would reduce carbon intensity 40% from 2005 levels. The Chinese government seeks to add energy production capacity from sources other than coal and oil, and is focusing on nuclear energy development. Throughout 2009, the global economic downturn reduced foreign demand for Chinese exports for the first time in many years. The government vowed to continue reforming the economy and emphasized the need to increase domestic consumption in order to make China less dependent on foreign exports for GDP growth in the future.
2.
 BILATERAL TRADE

2.1
 Exports, Imports, Total Trade, and Trade Balance
Table 1 NB. (FIGURES IN R’000)
	
	2003
	2004
	2005
	2006
	2007
	2008
	 2009

	Exports
	6,704
	6,580
	8,763
	14,019
	28,014
	35,837
	48,87

	Imports
	16,600
	23,021
	31,476
	46,718
	60,298
	82,431
	70,81

	Total Trade
	23,304
	29,601
	40,239
	60,737
	88,313
	118,268
	119,68

	BALANCE
	-9,895
	-16,440
	--22,71
	-32,698
	-32,283
	-46,594
	-21,9

	Average Growth Rate
	
	27%
	36%
	53%
	44%
	34%
	2%


Source: www.thedti.gov.za, updated, March 2010
As depicted by Table 1
 above, the two way trade between China and South Africa has experienced an upward trajectory since 2002. The total trade between the two countries grew by 2% in 2009, as compared to R118 billion in 2008. In a period of eight years, trade has significantly grown from R23 billion in 2003 to R119,7 billion at the end of 2009. Thus far, our trade statistics depicts a trade surplus in favour of China since 2003, but declined from R46 billion in 2008 to R22 billion in 2009.

At the end of the same year, China was South Africa’s first largest export partner in the world followed by USA, Japan, Germany and the UK. In Asia, China became the first largest export partner followed by Japan and India during same period. On the import side China became our first largest import partner before Germany, US and Saudi Arabia in the same period and our number one import partner in Asia.

However, it should be noted that our trade figures are different from the Chinese figures. Possible reasons for this are differences in calculating trade statistics (for example f.o.b vs. c.i.f, destination country vs. country of origin, implications of trade via Hong Kong).

NB: It must be noted that our trade figures differs from the Chinese trade figures and this is due to the fact that our Gold and Diamonds are sold through third markets and therefore not recorded in our figures as part of our exports, while China records them as imports originating from South Africa. This is particularly important as China is one of the largest importer of Gold in the world, however, both side have agreed to work together to develop a common data.

Table 2
. South Africa’s top ten export sectors (at FOUR Digit level) by the end of 2009
	1
	2601. Iron Ores and Concentrates, incl. Roasted Iron Pyrites

	2
	7202. Ferro-Alloys

	3
	2610. Chromium Ores and Concentrates

	4
	2602. Manganese Ores and Concentrates, inclu. Ferruginous

	5
	7110. Platinum, Unwrought or Semi-Manufactured Forms

	6
	7219. Flat-Rolled Products of Stainless Steel, of Width of 60

	7.
	2709. Petroleum Oils and Oils Obtained from Bituminous Mineral

	8
	7207. Semi-Finished Products or Iron or Non-Alloy Steel

	9
	5101. Wool, Not Carded or Combed

	10
	7506. Nickel Plates, Sheets, Strip and Foil


Table 3
. South Africa’s top ten import sectors (at FOUR Digit level) by the end of 2009
	1
	8517. Telephone Sets, including Telephones for Cellular Network

	2
	8471. Automatic Data Processing Machines & Units thereof;

	3
	8443. Printing Machinery used for Printing by means of plates

	4
	6402. Other Footwear with Outersoles and Uppers of Rubber

	5
	8528. Monitors and Projectors, not incorporating television

	6
	8516. Electric instantaneous storage water heaters

	7.
	7225. Flat-Rolled Products of other Alloy Steel

	8
	4202. Trunks, Suit-Cases, Vanity-Cases, Executive-Cases

	9
	6404. Footwear with outer soles or rubber, plastics and leather

	10
	6402.Womens or Girls Suits Ensembles Jackets Blazers Dresses


As indicated in Table 2 above, it is clear that the South African exports basket is not very diverse and only focuses on metals, minerals and other commodities while Table 3 depicts imports which are more diverse and higher value added. However, we believe that China could import more value-added products from South Africa.

3.
INWARD INVESTMENTS

By the end of 2008
, the total Chinese investment in South Africa amounted to US $ 648 million (R5,2 billion), excluding the Industrial and commercial Bank of China Limited ICBC purchased 20 percent stake in Standard Bank for R43 billion (US$ 5.64 billion) in 2008. Early 2010, the Chinese ZTE and South Africa’s Cell C entered a deal worth $378 million (approximately R5 billion). ZTE committed to supply Cell C with GSM and Universal Mobile Telecommunications Systems (UMTS) technologies.

The Chinese investments in SA are mainly in sectors such as metals, chemicals, automotives and telecommunications. Other investments by Chinese companies in South Africa are in the mining sector (mainly chrome), with five projects in total, and electronic goods assembly. Overall, according to TRADEINVEST SA, South Africa ranks second in China’s mining investment in Africa, behind the Angola.
Some of the Chinese firms that have investment in South Africa’s manufacturing sector are: 

· Hisense – the electronic goods producer (TVs, DVD players, Hi-Fi home theatres) entered the South African market in 1997, expanded its facilities in 2004 and will complete another US$19-million expansion in 2009, introducing washing machines and refrigerators to its product range. The company, which maintained 20-30% growth in the last decade exports to ten Southern African countries from its local operation.

· Sinoprima Investment and Manufacturing South Africa, a subsidiary of Xiamen Overseas Chinese Electronic Co. has been manufacturing and distributing consumer electronics (CRT TV, Plasma and LCD TVs) in South Africa since 1998.

· Hence Trade 88 spins yard and distributes cotton to companies

· Zhongzing Communications (ZTE)

· Huawei Technologies

4. 
REVIEW OF BILATERAL ECONOMIC RELATIONS

4.1
Bilateral Economic Relations
The economic relations between South Africa and China have registered fast and healthy growth in all fronts since the diplomatic relations was established in 1998. Furthermore, China’s dramatic rise as the largest developing country in the world has created a platform for building mutually beneficially interaction with South Africa.  China offers vast export opportunities and the potential to absorb a higher proportion of value added exports for South Africa.  In the light of the complementarities that emerge from comparable levels of industrial development, China also offers unique opportunities in terms of investment, joint ventures and technology transfer for South Africa.  China therefore remains a strategic partner for South Africa in Asia region.
A number of recent high-level visits underscore the strength and importance of our bilateral relationship with China.  Former President Mbeki undertook a State Visit to China on the occasion of the Beijing Summit of the Forum on China-Africa Cooperation (FOCAC) in November 2006.  Three moths later President Hu Jintao paid State Visit to South Africa.  The two countries currently coordinate all government to government relations through the Bi-National Commission (BNC) mechanism on matters of mutual interest.  
Beyond the bilateral field China’s offers both opportunities and challenges in international markets Due to China’s growing international markets presence which has an impact on South Africa’s market share where we are competing there is an opportunity to leverage synergies where we can cooperate in third market.  Similarly in Africa both countries could cooperate in support of multilateral economic development initiatives, particularly within the NEPAD framework.  Another area of cooperation is the South-South where China has made commitment to in this area and South Africa has also made global South an important focal area of its multilateral diplomacy.  It is this interaction as indicate above that binds South Africa and China in a common purpose and where strong synergies have been cultivated.  
4.2
Trade and Investment agreements
4.2.1 Agreement concerning the Reciprocal Encouragement and Protection of Investments.  Entered into force: 1 April 1998
4.2.2 Mou on Promoting Bilateral Trade and Economic Cooperation signed 26 Aug 2006.

4.2.3 Record of Understanding between the dti and the China-Africa Development Fund.
5.
Details of issues of interest to South Africa
5.1 
SA-China Partnership for Growth and Development
The work of the IRPS Technical Team on the Partnership for Growth and Development with China on the construction of an economic relationship aiming to address the structure of trade and the quantum of investment between the two countries. This process began in 2007, subsequent to the discussion between then Presidents of South Africa and China. The aim of this process is to construct economic relationship intended to balance trade and increase investment flow between the two countries. As a result, the South African side drafted an MoU which amongst others include aspects such as market access, mineral beneficiation as well as infrastructure facilitation and development. 

During February 2010, the dti paid a working visit to China, accompanying the Minister of International Relations and Cooperation, Ms. Nkoana Mashabane to prepare for a State Visit. During the visit a proposal was made by South Africa to elevate the current Bilateral Partnership Agreement to a Comprehensive Strategic Partnership Agreement (CSPA) envisaged to be concluded and signed by both Heads of State. It was also proposed that the PGD will be folded into the broader CSPA. However, it is not clear how the PGD would be folded; but thus far, the dti is in the process of compiling inputs to be incorporated in the CSPA. These inputs are drawn from the agreed PGD elements, namely the beneficiation of raw materials and minerals, infrastructure support and development, and trade promotion and investment facilitation.
Market Access: This has been an area of interests to SA. The Chinese had maintained not to grant duty free access to South Africa’s value added products. They always cited that the arrangement would be inconsistent with the WTO rules.  Thus far, this element will not be incorporated in the new CSPA, but the discussion around this issue will still carry on.
Infrastructure facilitation and development: The underdevelopment of this area in the Southern African region affects the movements of goods and services. The DBSA as the lead had previously submitted four potentially new local infrastructure development projects and also the medium-to-long term regional projects which can replace the previous list of projects.  Projects in this regard will serve as inputs to be incorporated in the new Comprehensive Strategic Partnership Agreement envisaged to be signed during the State Visit in August 2010.
Beneficiation Strategy: This is the critical area, as it seeks to shift the structure and patterns of our trade on to sustainable path by increasing the value of our exports to China. However, the Chinese have given assurance of MOFCOM’s support of our beneficiation process. Thus far, the Department of Minerals and Resources (DMR) indicated that the strategy has been finalized and is now undergoing Cabinet processes in order to obtain approval. Despite this delaying the process, this element will be an important pillar in the new Comprehensive Strategic Partnership Agreement.

5.2 
SA-China Economic & Trade Cooperation Forum
The SA-China Economic and Trade Cooperation Forum was held in Pretoria, March 2010. The Chinese Government invited 23 companies to be part of the contract signing ceremony at the event. Procurement contracts between companies from both countries amounted to US$311 million (or R2,3 billion) were signed. Products involved in these contracts were predominantly primary products
 and raw materials except wine.

This was similar to an event which took place in April 2007 in South Africa, where contracts to the value of US$ 143 million (R1,1 billion) was also signed in presence of the then Deputy Minister of Trade and Industry, Dr. Rob Davies. However, we are of the view that China continues to procure raw materials from SA and clearly this type of missions is contrary to our efforts to address the current structure of trade, which is a concern for South Africa. 

This will however be addressed in the CSPA where we will require the Chinese Government to support South Africa’s industrial policy initiatives of which one of it is the export of value added goods and products.

6. 
Other issues of interest between South Africa and China

6.1
WTO/ Doha development round and the G20

South Africa and China are both members of the G20. They both share the ambitions to remove distortions in international agricultural trade by developed countries. Both countries are proponents of multilateralism which amongst others, seek to address globalization, marginalization and deepening interdependence of economies and societies. In addition, South Africa’s objectives in the WTO, is to ensure that the trading system is strengthened, transparent, inclusive and focused on promoting the developmental interests of developing countries. With regard to the Doha round, South Africa has always maintained that the substance of the outcome is more important than early conclusion. Developing countries must amongst others, continue to raise their concerns, build alliances on the overall imbalance in the Doha, and also preserve the development mandate on the agenda of the Doha rounds.

6.2  
 Forum of China-Africa Cooperation (FOCAC)

The PRC interacts with African countries through multilateral fora structure FOCAC.  This structure, amongst others, seeks to address the challenges in the relationship between China and Africa. To bring it to date, the 4th FOCAC Summit took place in Sharm el Sheik, Egypt from the 8-9 November 2009. Its central theme was the challenge facing Sino-African trade, the most important being the structural imbalance in trade between China and Africa. 

China enjoys trade surplus with the number of African countries, as a results, FOCAC, is considered as a platform to address this, and also for China to further open its market access to African products. Thus far, during the previous Summit the Chinese Premier Wen Jiabao revealed an eight step plan, which among others, covers the following areas: Climate Change, science and technology, finance and debt, trade, agriculture, medical care and health, education and human resources and people to people exchanges.

Although China is committed to opening its market to African countries, mostly, the LCD, South Africa should also consider FOCAC as the platform to further address trade related issue with China. This, will amongst others, be in areas of market access and infrastructural development as reflected in the draft MoU of the PGD between South Africa and China.

Significant progress has been made since 2006 which includes: 

· The establishment of three to five special trade and economic zones in Africa.

· China increased the number of products from 190 to over 440 export items that would receive zero tariffs from African LDC’s to China. 

· The training of African professionals in agricultural technology and the establishment of anti- malaria treatment centers.

· Debt cancellation of interest free government loans maturing at the end of 2005 owed by heavily indebted poor countries, and 
· The establishment of the China-Africa Development Fund and the opening of its first representative office
   6.3
ASEAN-China FTA 

The Association of South-East Asian Nation (ASEAN) region is one of the largest trading blocs with South Africa. At the end of 2009, the region was South Africa’s 10th export trading bloc in the world, whilst with imports it was our 7th import trading bloc. However, the ASEAN region signed an FTA with China in 2009. This agreement covers the population of about 1, 9 billion, with a combined GDP close to US $ 6 trillion. This makes it the largest trading bloc in terms of its population and it is also the third largest in terms of trading volume totalling to US $ 4,5 trillion. The agreements on the trade of goods and services, and a pact to encourage inter-regional investment were separately signed. 

6.4
 Brazil Russia India and China (BRIC’s)

The Department of International Relations and Cooperation is in the process of making an application to formally join BRICs. According to DIRCO, China had in principle responded positively, while other members are yet to confirm their positions. 
� Source: Central Intelligence Agency, � HYPERLINK "http://www.cia.gov" ��www.cia.gov�, accessed May 2010


� Source: The dti website, � HYPERLINK "http://www.thedti.gov.za" ��www.thedti.gov.za�, accessed May 2010


� Source: The dti website, � HYPERLINK "http://www.thedti.gov.za" ��www.thedti.gov.za�, accessed May 2010


� Source: The dti website, � HYPERLINK "http://www.thedti.gov.za" ��www.thedti.gov.za�, accessed May 2010


� Source: Global Investment Database, � HYPERLINK "http://www.fdimarkets.com" ��www.fdimarkets.com�, accessed May 2010


� Mohair, SA fishmeal, wine, wool, granite blocks, frozen fish, wood pulp, cobalt copper, lobsters and abalone, fruit, chrome ore. 
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