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GDP #1

China set up a Gross Domestic 
Product (GDP) target of 7.5 
percent increase for 2012 this 
March, when Premier Wen 

Jiabao delivered his government work re-
port. It was the first time in 8 years that 
the target is lower than 8 percent. China is 
trying to focus more on the quality of the 
economic growth, rather than the figure 
itself, analysts commented.

For the first three quarters this year, 
7.7 percent increase of GDP was gained, 
among which 8.1 percent growth in Q1, 
7.6 percent in Q2, and 7.4 percent in Q3. 

For the contribution made by three driv-
ing forces, consumption contributed 4.2 
percentage of the total growth, investment 
contributed 3.9 percentage of the growth, 
but export su!ered a negative 0.4 percent-
age growth for the GDP in the first three 
quarters. 

According to Sheng Laiyun, spokes-
man of China’s Nat iona l Bureau of 
Statistics, China is in full confidence to 
realize the annual GDP growth target, 
and the most dynamic economic growth 
factor relies on the growing domestic de-
mand.  

Ten Economic 
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Producer Price Index (PPI) for manu-
factured goods suffered a continu-
ous 8 months of decline in the first 
10 months of 2012. This September, 

PPI went down by 3.6 percent year on year, 
the biggest fall in 35 months’ record. Analysts 
pointed out that due to the slowdown of China’s 
economy, both demand and price of industrial 
products, such as steel, coal and cement, have 
significantly dropped. Meanwhile, these indus-
tries have production capacity surplus too. 

“Less demand (less order), reduced price 
and warehousing pressure are the reasons behind 
continuous decline of PPI. "e real economy is 
facing the pressure of deflation,” said analysts. Source: National Bureau of Statistics of China
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China’s manufacturing Purchasing 
Managers Index (PMI) was over 
50.0 percent for 8 months during the 
first 10 months this year, indicating 

the optimistic development for manufactur-
ing industry, in terms of new orders, output, 
main raw materials inventory, employment and 
suppliers’ delivery time, the five sub-indices 
composing PMI. Only August and September 
witnessed the index below 50.0 percent, which 
was 49.2 percent and 49.8 percent respectively. 

The threshold of PMI takes 50.0 
percent as the cut-off point for economic 
performance. If PMI is above 50.0 percent, 
it ref lects the manufacturing economy is 
expanding; if less than 50.0 percent reflects 
the manufacturing economy is in recession. 
PMI this year predicts the confidence in the 
future trends of the industry. 

Source: National Bureau of Statistics of China
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Consumer Price Index (CPI) this 
year stood at a relatively low level. 
On average, from January to Oc-
tober, the overall consumer prices 

were up by 2.7 percent over the same period 
of the previous year. In July, September, and 
October, CPI was even below 2 percent. 

Compared with last year, the food 
prices increased 5.1 percent year-on-year, 
while non-food prices increased by 1.6 per-
cent. Fresh vegetables prices this year wit-
nessed the biggest increase in all the com-
modity categories, up by 16.4 percent in the 
first 10 months of 2012. Meanwhile prices 
for communication facilities were down by 
12.5 percent from January to October, the 
biggest drop in the category. Pork price was 
once a hot topic in 2011 due to its fast hik-
ing, however this year the price declined 
4.2 percent year-on-year for the first 10 
months, and it went down by an impressive 
15.8 percent in October.  

CPI #4

Consumer Prices in October

10
8
6
4
2
0

-2
-4

(%)

2011/Oct  Nov Dec  2012/Jan  Feb Mar     Apr     May     Jun     Jul      Aug     Sep     Oct

5.5
4.2 4.1 4.5

3.2 3.6 3.4 3.0
2.2 1.8 2.0 1.9 1.7

0.1 0.3
1.5

-0.2 0.2-0.1 -0.1 -0.10.1 0.6 0.3-0.3 -0.6

Y/Y
M/M

Source: National Bureau of Statistics of China

4.0

3.0

2.0

1.0

0.0

-1.0

(%)

1.8 2.0

2.7

1.5 1.8

0.1

1.1

2.5

Food

Tob
acc

o a
nd 

Liq
uor

Cloth
ing

Hous
ehl

od 
Faci

litie
s, A

rtic
les

 

and
 Main

ten
anc

e S
erv

ice
s

Heal
th C

are
 an

d 

Pers
ona

l Artic
les

Tra
nsp

orta
tion

and
 Com

muni
cat

ion

Recr
eat

ion
 Educ

atio
n,

Cultu
re A

rtic
les

 an
d S

erv
ice

s
Resi

den
ce

Source: National Bureau of Statistics of China



6

 

E
C
O
N
O
M
Y Ten Economic

Indicators in 2012 

China’s target of import and export 
for 2012 was set as 10 percent of in-
crease. However, according to China 
Customs, from January to October, 

only a 6.3 percent increase was received, among 
which a 7.8 percent increase for export, and a 4.6 
percent increase for import. Despite in October, 
China’s export gained a 11.6 percent growth, the 
pressure to realize the annual target grows. 

Xiao Zhenyu, director of the Bureau of For-
eign Trade and Economic Cooperation of Guang-
zhou, commented at a press conf-erence during 
Canton Fair this October, which witnessed a 10 
percent decrease in trade volume, that Guangzhou’s 
annual target for foreign trade should be adjusted to 
5 to 6 percent, as for the first nine months Guang-
zhou’s export only recorded a 2 percent growth. 
However, Chen Deming, director of the Mini-stry 
of Commerce, said to press during the 18th National 
Congress of CPC that China won’t give up efforts 
to reach the target.

The top five imported categories in first 
ten months this year were: Crude oil, Ironsand 
and ore concentrate, Automobiles and their 
chassis, Plastics in primary forms, and Un-
wrought copper and copper products. "e top 
five exported categories were: Automatic data 
processing facilities and the components, Gar-
ment and accessories, Handheld cordless tele-
phones and accessories, Textile yarns, fabrics 
and related products, and Steel. 

China’s top ten export destinations in 
the first ten months were: the U.S., Hong 
Kong SAR, Japan, South Korea , Ger-
many, Netherlands, India, U.K., Russia, 
and Brazil. While the top ten import ori-
gins from January to October were: Japan, 
South Korea, Chinese Taiwan, P.R.C., 
U.S., Germany, Australia, Brazil, Malay-
sia, and Saudi Arabia. Emerging markets 
play a more and more important role in 
China’s trade partners. 

Unit: US$ 100 million

Item
July First ten months

Absolute Value Increase ±% Absolute Value Increase ±%

Total Import and 
Export Value 3191.50 7.3 31615.67 6.3

Export Value 1755.71 11.6 16709.01 7.8

Import Value 1435.79 2.4 14906.65 4.6

Import and Export 
Balance 319.92 - 1802.36 -

Source: General Administration of Customs of China

Source: General Administration of Customs of China
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#6 FDI & Outbound investment

China’s FDI growth 

Data Source: Ministry of Commerce, PRC
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According to the statistics of 
the Ministry of Commerce, 
from January to October 
2012 , Newly Approved 

Foreign-invested Enterprises amounted 
to 20,021, down by 10.5% year on year; 
and the actual use of foreign invest-
ment reached US$91.74 billion, down 
by 3.45% year on year. In the first ten 
months this year, only one month, May, 
saw the year-on-year growth in FDI. It 
will be a long trend that the inflow of 
investment will slow down. 

“Two major factors caused the 
continuous negative growth of FDI”, 
said Shen Danyang, spokesman of the 
Ministry of Commerce. “On the one 
hand, the growth of the world economy 
has become sluggish, exerting heavy 
impacts on the global FDI. On the 
other hand, the U.S. and European 
countries have encouraged the return 
of industries and some developing 
countries have adopted more favorable 

investment inviting policies,” Shen said 
at a regular press conference. 

"e foreign investment mainly went 
to the service sector, taking up 47.7% of 
the whole use of the investment, and the 
manufacturing industry, which took up 
44.1% in the real use of FDI.

In the first ten months, the invest-
ment from the EU countries to China 
reduced by 5 percent, however, the in-
vestment from Switzerland, the Neth-
erlands and Germany grew fast, up by 
75.8%, 51.2%, and 28.1% respectively. 
Also the investment from some Asian 
countries, such as Singapore, South 
Korea and Japan increased significantly, 
up by 17.7%, 15.1%, and 10.9% respec-
tively. Another positive sign was this 
October American investors invested 
more (US$2.7 billion) to China, in-
creased by 5.3% year on year; however 
the figure was a negative 0.63% for the 
first nine months this year.

From January to October this year, 

top ten nations and regions with invest-
ment in China (as per the actual input 
of foreign capital) are as follows: Hong 
Kong, Japan, Singapore, Taiwan Prov-
ince, U.S.A., R.O.K., Germany, the 
Netherlands, U.K., and Swiss Confed-
eration, the total of which accounted for 
91.04% of the total actual use of foreign 
investment in the country. 

In the meantime, from January to 
October, Chinese investors quickened 
their pace going abroad. China’s direct 
outbound investment covered 3,254 
overseas enterprises in 126 countries 
and regions. Total non-financial direct 
outbound investment overseas amount-
ed to US$58.17 billion, up by 25.8% 
year-on-year. 

China mainland’s investment to 
Hong Kong SAR, Russia, ASEAN, 
the U.S. and Japan grew rapidly in the 
first ten months, increased by 42.6%, 
31.9%, 31.2%, 16% and 15.2% respec-
tively. However, Chinese investors 
shrunk their investment to the E.U. 
and Australia, decreased by 20.9% and 
28.7% separately. Companies from 
Guangdong, Shandong, Jiangsu, Lia-
oning, and Zhejiang rank the top five of 
Chinese investors going abroad.  

Feb       Mar      Apr      May      Jun      Jul      Aug      Sept      OctApr       May      Jun       Jul        Aug       Sep      Oct        Nov      Dec   Jan, 2012

Source: Ministry of Commerce
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Chinese Yuan (CNY) 
faces great appre-
ciation pressure this 
year. On November 

14, the spot rate of exchange for USD to CNY hit a histori-
cal low record: 6.2252. "e exchange rates for CNY to other 
major currencies, including EUR, GBP, and JPY witnessed 
a big appreciation as well. ( See Chart 1 to 4 )

Since April 16, 2012, China’s central bank expanded 
the floating range of trading price of RMB against the U.S. 
dollar in the inter-bank spot foreign exchange market from 
0.5 percent to 1 percent, which means the margin between 
the maximum selling rate and minimum buying rate in 
spot exchange of the U.S. dollar that the bank designated to 
handle foreign exchange (DBU) o!ers is allowed to fluctuate 
by 2 percent other than original 1 percent, which enlarged 
the range of rate change. 

Analysts pointed out that the more China’s trade surplus 
grows, the more foreign currencies China will need, and the 
more expensive the RMB will be. Lian Ping, chief economist 
from Bank of Communications, predicted that RMB will still 
face the trend of appreciation in long-term, but for the next 
year, the appreciation range will be within 3 percent. 

“To overseas customers, when the RMB appreciates, 
their cost increases too, in which case they will possibly give 
up the order,” said Sun Yongqing, boss of an electronics 
company in Zhejiang, east of China. “"ere is an estimate 
that one percent the RMB appreciates, one to four percent 
the profit of Chinese trade companies will lose. We are 
under great pressure due to the high appreciation of RMB 
recently,” he said. 

Chinese companies now turn to more channels, such 
as instant quote, transaction in bank products, to avoid the 
lost caused by change of exchange rates. “For some products, 
we’ve already settled in RMB for cross-border transactions,” 
said a senior from Zhejiang Haitian Trade Company, “In 
that way, the changes of exchange rates won’t affect us in 
short-term.”

However, the other side of the coin is Chinese people 
are more willing to spend their appreciated RMB on over-
seas shopping, which is cheaper to them. Statistics from the 
World Tourism Organization showed that in 2010, Chinese 
tourists spent $54 billion overseas; while in 2011, the figure 
was up to $72 billion, increased by 33 percent. It is also es-
timated that this year, China will surpass German and the 
United States to be the world number one in overseas con-
sumption. 

#7 Exchange rate  

Source: Yahoo Finance

0.1610
0.1605
0.1600
0.1595
0.1590
0.1585
0.1580
0.1575
0.1570
0.1565
0.1560

Jan 12             Mar 12              May 12                Jul 12                Sep 12               Nov 12

 

Source: Yahoo Finance

0.130

0.128

0.126

0.124

0.122

0.120

0.118

0.116
Jan 12             Mar 12              May 12                Jul 12                Sep 12               Nov 12

 

Source: Yahoo Finance

0.104

0.103

0.102

0.101

0.100

0.099

0.098

0.097
Jan 12             Mar 12              May 12                Jul 12                Sep 12               Nov 12

Source: Yahoo Finance

 

13.4

13.2

13.0

12.8

12.6

12.4

12.2

12.0
Jan 12             Mar 12              May 12                Jul 12                Sep 12               Nov 12



9

Source: People’s Bank of China

China continues to implement proactive 
fiscal policies and prudent monetary poli-
cies in 2012. "is year, the People’s Bank 
of China cut twice for the benchmark 

deposit reserve ratio, twice for the benchmark de-
posit interest rate, and twice for the benchmark loan 
interest rate. 

Constant rate cut will stimulate the investment 
to real industry, and ease some pressure of debtors, 
however meanwhile cause headache to banks: more 
competition and decreasing profit. In general, it was 
a positive sign for the government to boost con-
sumption and investment, which indicates that the 
economy is slowing down. 

Date Adjusted policy

July 6

C u t  0 . 25  pe r cen tag e  p o i n t s  t o  t h e 
benchmark one-year deposit interest rate; 
C u t  0 . 31  pe r cen tag e  p o i n t s  t o  t h e 
benchmark one-year loan interest rate

June 8

C u t  0 . 25  pe r cen tag e  p o i n t s  t o  t h e 
benchmark one-year deposit interest rate;
C u t  0 . 25  pe r cen tag e  p o i n t s  t o  t h e 
benchmark one-year loan interest rate

May 18 Cut 0.5 percentage points to the benchmark 
deposit reserve ratio

February 24 Cut 0.5 percentage points to the benchmark 
deposit reserve ratio

Date institution
Small and Medium-Size 

May 18 20.0 16.5

February 24 20.5 17.0

Date Demand 
deposit

Lump time deposit

3m 6m 1y 2y 3y 5y

July 
6 0.35 2.60 2.80 3.00 3.75 4.25 4.75

June 
8 0.40 2.85 3.05 3.25 4.10 4.65 5.10

Date
Short-term Medium-and-long term Individual housing fund loan

6m 6m-1y 1-3y 3-5y More than 5y 3y 5y Less than 5y More than 5y

July 6 5.60 6.00 6.15 6.40 6.55 4.25 4.75 4.00 4.50

June 8 5.85 6.31 6.40 6.65 6.80 4.65 5.10 4.20 4.70

#8 Bank rate
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#9 Stock market

Guo Shuqing, Chairman of the Chi-
nese Securities Regulatory Com-
mission (CSRC), carried out over 70 
new policies to boost China’s bear-

ish stock market, since he took o#ce on Octo-
ber 29, 2011. However, no matter how much 
the supervision fee or exchange fee had been 
reduced, the stock market is gloomy still. Up to 
December 4, the aggregate value of Shanghai 
and Shenzhen stock markets shrunk 20.5 per-
cent this year, dropped from 24.29 trillion yuan 
to 19.31 trillion yuan. "e index of Shanghai 

Stock Exchange fell to 1949.46 points in the 
morning of December 4, lowest record in the 
past four years. It was only five years away from 
its historical high record, 6124 points on Octo-
ber 16, 2007. 

As many analysts say, to attract capital in 
long-term, A-share market should be shifted into 
a market of long-term investment value, and the 
listed companies should balance the financing and 
reward, sharing more of their profit to the share 
holders, who should more likely to be investors, 
rather than adventurers. 

Source: Sina Finance
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Source: Goldprice.org

China is likely to overtake India this 
year as the world’s largest consumer 
of gold, according to the World 
Gold Council report released this 

February. 
“Gold production this year is estimated 

to surpass 380 tons, remaining the largest gold 
producer in the world,” said Song Xin, Vice 
General Manager of China National Gold 
Group Co. “For the consumption, it is expect-
ed to reach 850 tons this year. It is likely that 
China will emerge as the largest gold market 
in the world for the first time in 2012,” he said. 

“The surge in Chinese gold demand 
positively influenced the world gold market,” 
Song added. "e annual average price of gold 
in 2011 was 1572 USD/oz, while the annual 
average gold price up to November 20, 2012 
was 1665 USD/oz.

In 2011, Chinese consumers purchased 
761.05 tons of gold, 189.54 tons more over the 
last year, increased by 33.2 percent. 

#10 Gold price
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China Calls for Transformation of 
Economic Growth Model

By Zhu Zijun

Ten Policies 

China is speeding up the im-
provement of the socialist 
market economy and the 
change of the growth model, 

said Chinese leader Hu Jintao in his re-
port at the opening of the 18th National 
Congress of the Communist Party of 
China (CPC) on November 8.

“Taking the pursuit of develop-
ment in a scientific way as the underlying 
guideline and accelerating the change 
of the growth model as a major task is a 
strategic choice we have made for pro-
moting China’s overall development,” 
Hu said.

“In response to changes in both 

domestic and international economic 
developments, we should speed up the 
creation of a new growth model and 
ensure that development is based on 
improved quality and performance,” he 
added.

“The economy should maintain 
sustained and sound development. 

The year 2012 marks the second year of the 12th 
Five-Year Plan of China (2011-2015). Since the be-
ginning of this year, the central government has set 
the tone of “stabilizing growth, adjusting structure 
and promoting balance” for China’s foreign trade and 
economy. Throughout this year, the government has 
adopted a slew of policies and measures to achieve 
this goal, such as the 12th Five-Year Plan for Foreign 
Trade Development, the 12th Five-Year Development 
Plan for Domestic Trade, the Catalogue for the Guid-
ance of Foreign Investment Industries and so on. The 
policy column selects ten significant policies from 
them as the highlights of this year.

1
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Major progress should be made in 
changing the growth model. On the 
basis of making China’s development 
much more balanced, coordinated 
and sustainable, we should double its 
2010 GDP and per capita income for 
both urban and rural residents,” he 
stressed.

According to Hu, China should 
fire all types of market participants with 
new vigor for development, increase 
motivation for pursuing innovation-
driven development, establish a new 
system for developing modern indus-
tries, and create new favorable condi-
tions for developing the open economy.

!is will make economic develop-
ment driven more by domestic demand, 
especial ly consumer demand, by a 
modern service industry and strategic 
emerging industries, by scientific and 
technological progress, by a workforce 
of higher quality and innovation in 
management, by resource conservation 
and a circular economy, and by coordi-
nated and mutually reinforcing urban-
rural development and development 
between regions, he said.

He stressed that the country should 
keep to the Chinese-style path of car-
rying out industrialization in a new way 
and advancing IT application, urbaniza-
tion and agricultural modernization. 

“We should promote integration 
of IT application and industrialization, 
interaction between industrialization 
and urbanization, and coordination 
between urbanization and agricultural 
modernization, thus promoting harmo-
nized development of industrialization, 
IT application, urbanization and agri-
cultural modernization,” said Hu.

!e following are key quotes con-
cerning economic transformation from 
his report: 

1. Deepen economic structural 
reform across the board

Deepening reform is crucial for 
accelerating the change of the growth 
model. !e underlying issue we face in 
economic structural reform is how to 
strike a balance between the role of the 
government and that of the market, and 
we should follow more closely the rules 
of the market and better play the role of 
the government.

2. Implement the strateg y of 
innovation-driven development

Scientific and technological in-
novation provides strategic support for 
raising the productive forces and boost-
ing the overall national strength, and 
we must give it top priority in overall 
national development.

3. Carry out strategic adjustment 
of the economic structure

!is is the major goal of acceler-
ating the change of the growth model. 
We must strive to remove major struc-
tural barriers to sustained and sound 
economic development, with a focus 
on improving the demand mix and 
the industrial structure, promoting 
balanced development between re-
gions and advancing urbanization. We 
should firmly maintain the strategic 
focus of boosting domestic demand, 
speed up the establishment of a long-
term mechanism for increasing con-
sumer demand, unleash the potential 
of individual consumption, increase in-
vestment at a proper pace, and expand 
the domestic market.

4. Integrate urban and rural de-
velopment

Resolving issues relating to agri-
culture, rural areas and farmers is the 
number one priority in the Party’s work, 
and integrating urban and rural develop-
ment provides the fundamental solution 
to these issues. We should better balance 
urban and rural development, boost rural 
development, work to narrow the gap 
between urban and rural areas, and pro-
mote their common prosperity.

5. Promote all-around improve-
ments to China’s open economy

In response to new developments 
in economic globalization, we must 
implement a more proactive opening up 
strategy and improve the open economy 
so that it promotes mutual benefit and 
is diversified, balanced, secure and e"-
cient. We should move faster to change 
the way the external-oriented economy 
grows, and make China’s open economy 
become better structured, expand in 
scope and yield greater returns. 
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12th Five-Year Plan for
Foreign Trade Development Released

China’s Ministry of Commerce 
released the 12th Five-Year 
Plan (FYP) for Foreign Trade 
Development in April for the 

first time. According to the plan, China 
will pursue balanced, progressive and 
mutually beneficial foreign trade devel-
opment from now until the end of 2015.

!e 12th FYP outlines the fruit-
ful achievements made during the 11th 
FYP, analyzes the new domestic and 
international environment for foreign 
trade, and identifies challenges and op-
portunities during 2011-2015. More 
importantly, it lays out the development 
goals accompanied by the major tasks 
and protective measures necessary to 
achieve the goals, China Briefing re-
ported.

China mapped out this plan in or-
der to guide all local authorities and in-
dustries to work on the central tasks of 
foreign trade and enhance the relatively 
fast and sustainable trade growth.

!e plan has listed “promoting steady 
growth, adjusting structure and seeking 
balanced trade” as its key tasks for trade 
development over the next five years.

Below is a brief summary of the 
key information taken from the 12th 
FYP for Foreign Trade Development 
by the report.
Development Goals 2011-2015

Steady growth and balanced 
foreign trade

1. China aims at an annual growth 
of 10 percent during 2011-2015, reach-
ing US$4.8 trillion by 2015.

2. China is seeking more balanced 
foreign trade during 2011-2015.

Optimization of commodity 
composition in foreign trade

1. !e import and export of elec-
tromechanical products will increase 10 
percent year-on-year to US$2.5 trillion 
by 2015.

2. !e added value of labor inten-
sive exports will be increased.

3. The percentage of exported 
Chinese brands, Chinese patented 
products, and large equipment sets will 
be largely increased.

4. The percentage of imported ad-
vanced technologies, key components, re-
sources that are in short supply in China, 

and green products will rise further.
5. !e scale of import of consumer 

goods will be enlarged.
Improved market distribution
1. Trade with traditional markets 

such as Europe, the United States, Ja-
pan and Hong Kong will rise steadily, 
but the share of trade with traditional 
markets with regard to total trade vol-
ume will shrink.

2. Trade with emerging markets 
and developing countries will grow at 
a fast pace. By 2015, the percentage of 
trade with those markets will have in-
creased by 5 percent, accounting for 58 
percent of the total foreign trade.

3. The quality and efficiency of 
foreign trade in Eastern China will see 
significant improvements, while the 
development of foreign trade in Central 
and Western China will grow rapidly. 
!e percentage of foreign trade in Cen-
tral and Western China aims at 5 per-
cent growth by 2015, accounting for 15 
percent of total foreign trade.

Increased international com-
petitiveness

1. China is going to form new ad-
vantages in foreign trade centering on 
technology, brand, quality and service, 
as well as to strengthen the control of 
trade channels.

2. A group of multinational corpo-
rations with global resource integration 
competence will be formed in advan-
taged industries.
Protective Measures for Foreign 

Trade Development 2011-2015

In order to accomplish the above-
listed goals, the Ministry of Commerce 
calls for inter-departmental cooperation, 

2
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innovation and comprehensive mea-
sures to ensure the sound develop-
ment of foreign trade during 2011-
2015. Below are the key protective 
measures:

Improved foreign trade 
administrative system and 
policies 

E#orts for an improved admin-
istrative system and policies include 
working out moderate rules of ori-
gins, improving the management of 
import licenses, improving the moni-
toring system, curbing unfair com-
petition, and promoting reform in 
chamber of commerce mechanisms.

Improved foreign-related 
taxation policies 

Measures to improve foreign-
related taxation policies include sup-
porting the internationalization of 
Chinese products and the standard-
ization of industries, improving tax 
return mechanisms for exports, and 
expanding the range of zero-rated 
imports for trade with the least-
developed countries.

Improved foreign-related 

Efforts for improved foreign-
related f inancial policies include 
broadened channels for export 
enterprises to finance, simplifying 
the registration for trade credits for 
exports of key industries and im-
ports of advanced technologies, and 
improving the RMB exchange rate 
formation mechanism.

Improved foreign trade 
regulatory system

Based on the “Foreign Trade 
Law of the People’s Republic of 
China,” the Chinese government 
will adhere to the unity of foreign 
trade policies and strengthen the 
inter-departmental cooperation and 
coordination of foreign-trade related 
regulations and laws. Other efforts 
include revisions and amendments 
to the “Foreign Trade Law of the 
People’s Republic of China.” 

3

By Zhu Zijun

China Released 12th 
Five-Year Development 
Plan for Domestic Trade

The State Council released the 
12th Five-Year Development 
Plan for the Domestic Trade 
in September, 2012. As the 

first national special plan for the domes-
tic trade in China since the reform and 
opening up, the plan aims to promote 
development of domestic trade and ex-
pand consumption up until 2015.

!e plan summarizes the outstand-
ing achievements obtained in the de-
velopment of the domestic trade during 
the 11th FYP, analyzes the development 
environment of the domestic trade, indi-
cates the key opportunities and challeng-
es ahead, and clarifies the development 
strategies during the 12th FYP.

According to the plan, the devel-
opment of the domestic trade in China 
during the 12th FYP will focus on 
improving the circulation efficiency, 
facilitating the life of the people, guar-
anteeing commodity quality, guiding 
production development and promoting 
the consumption of the residents and 
establishing a healthy modern domestic 
trade system, thus making domestic 
trade the fundamental and guiding in-
dustry of national economy.

!e plan sets the goals of the do-
mestic trade development during the 
12th FYP, i.e. twice more than the pres-
ent indicators of the overall size, tenden-
cy of the urban and rural development 



18

 

E
C
O
N
O
M
Y Ten Policies 

 

to a consistency, remarkable improve-
ment in the modern level of circulation, 
ability enhancement of the market in 
emergency regulation and control, and 
obvious improvement in the domestic 
market environment. 
The objects mainly include: 

1. !e total volume of retail sales 
of social consumer goods reaches 
RMB 32 trillion by 2015 with an an-
nual average growth rate of about 15%; 

2. !e added value of wholesale, 
retail, accommodation, and catering 
industries exceeds RMB 7 trillion by 
2015 with an annual average growth 
rate of about 11%; 

3. The number of employees in 
the domestic trade reaches 130 million 
including about 100 million employees 
in towns by 2015 with an annual aver-
age increase of more than 5 million 
person-time;

4. !e total sales volume of com-
modities in chain retail enterprises 
above designated sizes accounts for 
about 20% of the total retail sales vol-
ume of the social consumer goods by 
2015; 

5. !e annual average growth rate 
for the trade volume in electronic com-
merce exceeds 30%. 
The plan has presented eight 

major tasks as following:

1. China is to plan the domes-
tic trade as a whole for harmonious 
development, place key emphasis on 
forming a development pattern with 
regional features, exert the radiation 
and the driving effects of the main 
commercial functional areas, enhance 
the construction of rural modern mar-
ket system and promote the integration 
of urban and rural commercial service 
network. 

2. China is to establish and perfect 
the modern commodity circulation sys-
tem, and comprehensively enhance the 
construction of the circulation systems of 
agricultural products, means of production 
and industrial consumer goods.

3. China is to promote the de-
velopment of the service industry in 
the field of domestic trade, focus on 
promoting the development of service 
industries that concern the people’s 
livelihood such as household services, 
popular catering, economical accom-
modation and other service industries. 

4. China is to improve the compet-
itive force of the circulation enterprises, 
cultivate large enterprises, support small 
and medium-sized enterprises, and 
implement brand strategies. 

5. China is to greatly promote 
the circulation modernization, actively 
propel technology advancement, vig-
orously develop modern circulation 
methods and actively develop green 
and low carbon circulation. 

6. China is to guarantee the 
stable operation of domestic market, 
enhance public information service, 
improve the ability of market regula-
tion and control, and perfect the mar-
ket emergency system. 

7. China is to create a normal-
ized and orderly market environment, 
greatly rectify the market order, se-
verely fight against infringement and 
counterfeits, actively promote the con-
struction of credit system and enhance 
the management of commodity quality 
and safety industry. 

8. China is to deepen the reform 
and opening of the domestic trade, 
promote the management system 
reform, improve the level of opening 
up and promote the harmonious de-
velopment of the foreign and domes-
tic trade. 

Centering on the main object and 
tasks of the domestic trade in China 
during the 12th FYP, the plan presents 
guarantee measures in six aspects, in-
cluding improving regulation and stan-
dard system, enhancing the support of 
fiscal taxation and price policies, poli-
cies of financing support to innovation, 
perfecting the planning and land poli-
cies, strengthening theoretical research 
and talent cultivation and establishing 
statistical evaluation system. 

The export of machinery and 
electronic products has been 
the top in China’s export cata-
logue for 17 years. According 

to the statistics from Global Trade Infor-
mation Services (GTIS), in 2010, China 
took up 14.8 percent of the world trade 
of machinery and electronic products. 
China was already the largest market for 
the trade of these products, number one 
as exporter, number two as importer. !e 
import and export of high-tech products 
increased rapidly too. 

China currently is the largest coun-
try to export over 50 kinds of machinery 
and electronic products, including ship, 
computer, communication technology 
product, laptop, mobile phone, TV set, 
container, and solar battery. Meanwhile, 
China imports the most machine tool 
and liquid crystal panel in the world. 

On February 23, 2012, Ministry 
of Commerce of China issued the 12th 
Five-Year Plan for the Import and 
Export of Machinery and Electronic 
Products, and High-Tech Products, set-
ting up the goal for the industry devel-
opment in the next five years. Twenty-
five major industries were involved in 
the Plan. !e trade targets were set for 
the 2015, last year of the 12th Five-Year 
Plan (2011-2015).

The plan promised to give full 
policy support to the import and export 
of the products, the upgrade and trans-
formation of processing trade, building 
up fair trade environment, protecting 
intellectual property rights, and a more 
convenient trade process.  
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 No. Industry Target export value
Average 
annual 
growth 
rate (%)

Highlights

1 Automobile 85 20 The import of intelligence and advanced 
technology equipment is encouraged.

2 Machine tool 11 9

3 Video equipment 50 10 Enlarge the import of advanced technology, key equipments, 
components and parts, and important resource raw materials.

Motorcycle 9 
(13 mln units) 7 Consolidate the markets in developing countries, while 

enter developed countries markets step by step. 
5 Electronic audio 37.5 11 Establish an organized market competition environment.
6 Computer 381 15 Import target: US$76.6 bln.

7 Semiconductor integrated circuit) 15

8 New energy 10 mln kw for wind power - The consumption of non-fossil energy takes up 
13% of the total energy consumption.

9 Electronic material 6 10
10 Biological medicine 70 19 Medicine of high added value takes up one third of the export.

11 Printing equipment 2 11 Import target: US$2.5 bln, with 5% of 
average annual growth rate.

12 Mould 15 Import target: US$2.5 bln, with 5% of 
average annual growth rate.

13 Engineering plant 26 22 Encourage foreign companies to manufacture large 
construction machinery products and key spare parts.

Agriculture machine 12 15 More focused on agriculture machine in medium and large size.

15 Ship manufacturing yacht export) - to be the top ten of the world. 

16 Electric power 
equipment 77 18

Middle-east market will take up 15% of the total 
export, and equipment on renewable energy 
sources takes up 10% of the total export.

17 Aeronautical 
equipment

200 (for both import 
and export) - Fully develop aviation maintenance industry.

18 Aerospace 
equipment 30 Establish international research and development center.

19 Cement equipment - - business contributes 70% to the domestic companies’ revenue.

20 Oil equipment 22 20 Export target for petroleum and petrochemical 
equipment: US$50 bln 

21 equipment 3 20 Overseas market takes up over 30% of the revenue. 

22 Communication 
equipment 80 20 Average yearly growth rate for import: 25%.

23 Metallurgical 
equipment 20 general equipment: US$22 bln.
Heavy machinery 
equipment 15.1 6 Support medium- and small-sized enterprises 

to tap international market.
25 Household 

appliances 60 8

12th Five-Year Plan for Import  
and Export of Machinery & Electronic
Products and Hi-Tech Products Released

By Alice Yang

4

Export and import targets for the machinery and electronic products, 
and high-tech products by 2015   Unit: US$ billion
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By Guo Yan

Eight Measures to Promote Steady 
Increase of Foreign Trade 

5

At the beginning of 2012, 
the growth target for ex-
ports and imports is 10%. 
But, China’s foreign trade 

is facing great challenges due to the 
sluggish global economic growth, the 
worsening euro crisis and the weaken-
ing international market demands. 
According to the Customs statistics, 
in August, China’s total import and 
export value amounted to US$329.29 
billion, up by 0.2% over the same peri-
od last year; export grew by 2.7%, and 
import fell by 2.6%, recording the first 
negative growth in the past 7 months. 
It is tough that the initial target is 
achieved in the fourth quarter.   

In order to promote a steady 
increase of foreign trade, the State 
Council approved eight measures on 
September 12. On September 18, the 
General Office of State Council is-
sued Opinions on Promoting Steady 
Growth in Foreign Trade, namely 16 
detailed opinions. All of these favor-
able policies combined to play a positive 
role in improving the operational and 
financing environment of export enter-
prises, boosting their confidence and 

stabilizing growth in foreign trade. 
Following this, many ministries 

and local governments released the de-
tailed measures to help their exporters 
and importers face the stronger-than-
expected external headwinds, includ-
ing less red tape, easier access to loans 
and faster refunds on tax rebates.

On September 18, the Ministry 
of Finance and the National Develop-
ment and Reform Commission said in 
a joint statement that from October 1 
till the end of 2012, all goods coming 
in and out of China, as well as vehicles 
carrying them, will be free of inspec-
tion and quarantine fees. According 
to the Ministry of Finance, the move 
could save Chinese firms about RMB 
3.5 billion.

On September 28, the General 
Administration of Customs announced 
16 measures to promote the steady 
growth of foreign trade, for instance,  
cancelling the five charges, deepening 
the four reforms, optimizing the three 
services, simplifying the two proce-
dures, and promoting the transforma-
tion and upgrading of processing trade 
and maintaining of fair trade in order 

to create a healthy environment. Mean-
while, China will also abolish customs 
supervision charges from October 1  
onwards, according to the statement. 
According to Hubei Customs, this 
measure could reduce around RMB 
3 millions for local exporters. And 
Chongqing Customs also mentioned 
that this measure could benefit more 
than 4,000 Chongqing firms.

Meanwhile, General Administra-
tion of Quality Supervision, Inspection 
and Quarantines announced to the pub-
lic opening of specific measures and the 
relevant requirements of legal entry-exit 
inspection and quarantine fees in the 
fourth quarter of 2012. According to 
statistics, the policy benefits 5,902 China 
import and export enterprises, with the 
amount of RMB 54.492 million. Since 
the inspection and quarantine fees were 
reduced, about forty thousand firms 
have benefited from these measures 
in Zhejiang Province, and so does the 
Beijing area encompassing  nearly 8,000 
foreign trade enterprises.

These intensive measures are fo-
cusing on the reform of the internal 
procedures and the reduction of fees. 
Song Hong, director of Institute of 
World Economics and Politics Inter-
national Trade Research of Chinese 
Academy of Social Sciences pointed 
out that these measures eye on Chi-
nese firms that are under the pressure 
of shrinking profits and external de-
mands. With these intensive measures, 
according to the customs figure on Oc-
tober 13, Chinese exports rose by 9.9% 
YoY in September 2012 to a record 
monthly high. It is proved that these 
measures benefit enterprises in a short 
time and China’s foreign trade. 
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By Audrey Guo

for the “New 36 Articles” 
to Remove Barriers

In 2005, the State Council unveiled 
the “36 articles for the non-public 
economy” and then a revised ver-
sion in 2010. Although the two 

versions explicitly encourage and sup-
port the private capital to enter the mo-
nopolistic sectors, the country’s energy, 
financing, transportation, water conser-
vancy and urban utilities have long been 
closed to private capital. !e “spring” of 
the non-public economy has not come 
yet because of the absence of feasible 
implementation measures and too many 
constraints.

In this year’s Government Work 
Report, Premier Wen Jiabao clearly 
pointed out that monopoly is to be bro-
ken with looser market access and that 
private capital is to be encouraged to 
enter such domains as railway, municipal 
administration, finance, energy, com-
munication, education and medical ser-
vice, which will be helpful for creating 
an environment where economies under 
various ownerships will compete fairly 
and develop mutually.

Till now, 42 sets of implementing 
regulations for the “New 36 Articles” 
have been issued by relevant authori-
ties, focusing on reducing the access 
threshold and creating conditions for 
fair competition. !ese implementation 
rules involve all walks of life relevant 
to economic social development and 
people’s livelihood and have taken sub-
stantial steps in eliminating restrictive 
obstacles in the development of private 
investment. The policies allow private 
capital to go into state-monopolized sec-
tors such as medical care, civil aviation, 
finance, railway, energy, and telecommu-
nications. !is will break the “glass door” 
and open more monopolistic industries 
to nongovernmental capital, in a bid to 
create an equitable and fair environment 
for the participation of private players.  
According to the NDRC, in the 
past two years private investment 
in the f ixed assets investment pro-
portion has become the important 
support investment growth “stabi-
lizer”. Private investment accounted 

for 61.9 percent of China’s fixed-asset 
investment in the first quarter, up 4.6 per-
centage points from the same period last 
year, said Wang Xiaotao, head of fixed-
asset investment at the NDRC. !e latest 
data showed that in the first half of this 
year, the growth of private investment in 
the areas of oil and gas drilling, education, 
health industry was 89.2%, 40.2% and 
43.1% respectively. !is is 85.9%, 22.8% 
and 21.5% higher than the industrial av-
erage. !e investment volume contributed 
62.2% of the overall societal investment 
in fixed assets in the country. !is showed 
that the new 36 articles have played a 
positive role in encouraging private capital 
into those areas. 

Luo Guosan, Director of Invest-
ment Department from the National 
Development and Reform Commission 
said the newly released detailed policies 
are more practical than before. Some 
details have been further clarified in the 
policies such as the investor’s share ratio in 
the businesses. He took an example of the 
banking system. Some state-owned enter-
prises get bank loans at low interest rates 
and then o#er it as a loan to small banks 
in order to reap an interest margin, and 
pushing up the operating costs of small 
companies. To solve these problems, the 
government has decided to boost the role 
of private capital to enhance competition 
in the sector. !e detailed policy this time 

encourages private investment in local 
township banks, and lowers the required 
public owned shares of rural banks from 
20 percent to 15 percent, leaving more 
margins for private investors. 

However, questions have also 
been raised about the e#ectiveness of its 
implementation because private inves-
tors still encounter “glass doors” in many 
sectors. !e NDRC admitted that there 
are differences between the new rules 
and public expectations and vowed to 
take concrete measures to boost investor 
confidence. The government will study 
and solve the questions raised by private 
investors, such as lack of clarity in entry 
rules, and standards and conditions for 
private capital. It also promised further 
overhauls of the administrative examina-
tion and approval system. 

In addition, it is vital that legal sup-
port and efficient enforcement protect 
the interests of private investors when 
they enter  the monopolistic sectors. 

At the same time, some experts say 
that there are basic thresholds for those 
private firms; some of the important in-
dustries even have very high thresholds, 
which is also a necessary demand for 
the industry’s development. So, privately 
owned enterprises also should improve 
their own level in capital, production, 
and human resource management to 
reach the threshold.  

6
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The Catalogue for the Guidance 
of Foreign Investment Industries 
(Amended in 2011), issued by 
the Ministry of Commerce and 

State Development and Reform Commis-
sion, took e#ect since January 30, 2012. It 
was the first amendment since October 31, 
2007. 
More open investment 

environment

!e new catalogue covers 473 indus-
tries, among which 354 industries for the 
Catalogue of Encouraged Foreign Invest-
ment Industries, 80 for the Catalogue of 
Restricted Foreign Investment Industries, 
39 for the Catalogue of Prohibited For-
eign Investment Industries.

Compared with the 2007 
version, the three catalogues are 
increased by 3 clauses, reduced 
by 7 clauses, and reduced by 1 
clause respectively. At the same 
time, the share hold limits for 
foreign investment were re-
moved from some industries 
too. There are 11 clauses 
less in restriction of share 
hold proportion for for-
eign investment. 

!e encouraged foreign investment 
industries involve Farming, forestry, 
animal husbandry and fishery industries; 
Mining and quarrying industries; Manu-
facturing industries; Production and 
supply of power, gas and water;  Com-
munication and Transportation, Storage, 
Post and Telecommunication Services; 
Wholesale and Retail Trade Industries; 
Leasing and Commercial Service In-
dustry; Scientific research, technology 
service and geological exploration; Water, 
environment and public facility manage-
ment industry; 

Education; Public health, social security 
and social welfare; and Culture, sports 
and entertainment.

The foreign investment to the en-
couraged and permitted industries listed 
in the new catalogue should be within the 
capital of US$300 million. From 2011, 
governments at local level have the right 
to approve the investment project in these 
fields. The encouraged sectors can enjoy 
their preferential policy, especially 15 
percent cut in business income tax for the 
investment going to Western China.
More focus on high-end 

manufacturing, emerging 

industries and service industry

The most welcomed industry for 
foreign investment focuses on manufac-
turing industry, especially the high-end 
manufacturing. !ere are 23 sub industries 
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China Facilitates 
Foreign Trade Based 
on Ecommerce Platforms

The Chinese government is 
to put in place a package of 
policies in support of the 
country’s foreign trade based 

on ecommerce platforms. 
It will address problems faced by 

enterprises in the process of foreign 
trade based on ecommerce platforms 
in such areas as customs clearance, tax 
rebate, f inancing, and credit insur-
ance, according to the Opinions of the 
Ministry of Commerce of China on 
Utilizing E-Commerce Platforms to 
Develop Foreign Trade. Members of 
key e-commerce platforms will enjoy 
capital support, according to the docu-
ment. 

Ecommerce has developed into 
an important means to facilitate the 
transformation of China’s foreign trade 
model. “As a new sales channel and 
trading form, ecommerce is free from 
the constraints of traditional ways of 
foreign trade marketing such as ex-
hibitions, fairs, and match-making 
meetings. It could help the enterprise 
to shorten their trade chain, establish  
independent marketing channels and 
carry out R & D and design, forming 
a new point of foreign trade growth,” 
said an official with the Ministry of 
Commerce.

The Ministr y of Commerce 
requires commercial departments at 
all levels to actively guide enterprises 
in the use of e-commerce platforms 
to expand foreign trade. It pledges 
support for mature B2B and B2C  
ecommerce platforms. 

It calls for local commercial depart-
ments to establish key ecommerce plat-
forms to help foreign trade enterprises 
and solve their problems. Through the 
platforms, local government could of-
fer services in personnel training, brand 
building, promotion, marketing and so 
on. Enterprises in central and western 
China and those engaged in foreign 
trade of innovative and brand products, 
could be exempted from registry and 
service fees.  

The regulation also demands a 
more convenient trade environment. 
The government will promote the 
standardization and electronization 
of major trade documents, and set 
up one-stop service window, coordi-
nate the electronic documents of the 
customs, inspection and quarantine, 
ports, banking, insurance, and logistics 
services, so as to enhance the e"ciency 
of foreign trade regulation and reduce 
corporate costs.  

By Cui Xiaoling

8
under the manufacturing in the encour-
aged catalogue. Just one clause of Special 
equipment manufacturing covers 78 
items. 

Also, the emerging industries are 
encouraged to invest. For example, the 
manufacturing of key parts and compo-
nents of new energy automobiles, and 
the manufacturing of IPv6-based next 
generation internet system equipment, 
terminal equipment, testing equipment, 
software, and chips were listed in the 
encouraged catalogue for the first time. 

Foreign investment in these indus-
tries will bring new technologies, new 
materials, and new equipments to China, 
giving chance to update the domestic 
industries and companies. 

Also nine sectors are added to 
the service industry as the encouraged 
investment, including construction and 
operation of vehicle charging stations, 
battery replacement stations, venture 
capital companies, intellectual property 
rights services, offshore oil pollution 
cleaning and ecology recovery technol-
ogy, and occupational skills training. 
Service industry is more and more en-
couraged for foreign investment; in other 
words, it is more open than before. 

However, there are also some 
industries adjusted to be restricted or re-
moved from encouraged catalogue. For-
eign investment in real estate industry is 
restricted, especially in the construction 
and operation of high-class hotels, high-
class office buildings and international 
exhibition centers. To develop domestic 
auto industry, the whole vehicle manu-
facturing is deleted from the encouraged 
catalogue. Also to avoid the production 
capacity surplus and blindly repeated 
construction, the industries of polysilicon 
production and chemical processing of 
coal are removed from the encouraged 
catalogue. 

The full text of the Catalogue for 
the Guidance of Foreign Investment 
Industries (Amended in 2011) can be 
found on the English website of the 
Ministry of Commerce of China. 
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On February 1, 2012, in order to facilitate 
the export of Chinese cultural products 
and services, the Ministry of Com-
merce, the Publicity Department of 

CPC, the Ministry of Foreign A#airs, the Ministry 
of Finance, the Ministry of Culture, the General 
Administration of Customs, the State Administra-
tion of Taxation, the State Administration of Radio, 
Film, and Television, the General Administration 
of Press and Publication, and Information Office 
of the State Council jointly amended the Guiding 
Catalogue on the Export of Cultural Products and 
Services (Announcement No. 3, 2012).

Four types, 29 items in total, are included 
in this Guiding Catalogue, in which detailed re-
quirements of applying for major enterprises and 
projects are elaborated. !ese four types consist of 
press and publication, radio, film and television, 
culture and art, and comprehensive services.

Later, on September 18, Catalogue on the 
Major Enterprises and Projects of Cultural Export 
from 2011 to 2012 (Announcement No. 57, 2012) 
was promulgated, with an aim to enlarge the ex-
port scale, as well as to encourage the development 
of going abroad.

In this Catalogue, 485 enterprises and 108 
projects are listed for their international compet-
itive edges and favorable credit standings, which 
means they would obtain favorable supports on 
related policies and procedures in the future. All 
the enterprises and projects are considered to 
have distinct national features and play an ac-
tive role in promoting cultural exchange world 
widely.  
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The Chinese government in 
February promulgated its first 
policy document for 2012, 
setting the tone for this year’s 

agriculture.
Targeting the year’s central task 

of ensuring effective supplies of agri-
cultural products, the No. 1 document 
specially focuses on the progress of 
agricultural science and technology, a 
move to boost the country’s modern ag-
ricultural development. 

Developing agricultural technol-
ogy is the core issue to ensure the qual-
ity and safety of agricultural products, 
said the document.

China will intensify efforts to 
encourage development of both fron-
tier agricultural technologies and basic 
research, so as to maintain sustainable 
agricultural growth, said the document.

!e government will give support 
to agricultural research with the focus 
on bio-safety, farm product safety, ef-
fective use of farmland, ecological res-
toration and genetic regulation.

The government also is eyeing 
major achievements in the development 
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China Targets at 
Agricultural Technology

By Zhu Zijun

10

of agricultural bio-technology, seed 
production, new materials, precision 
farming, water-saving irrigation, new 
fertilizers, epidemic control, marine ag-
riculture, product processing and ship-
ping, and farm equipment, according to 
Xinhua.

The document indicated that 
particular emphasis will be given to 
scientific innovation in seed produc-
tion. China will support the cultivation 
of new varieties of seeds and promote 
commercialization of the industry by 
encouraging large enterprises to enter 
the seed market through mergers and 
acquisitions, and equity participation as 
well, said Xinhua.

According to the document, China 
will strive to establish an innovation 

system that allows researchers from 
all agricultural sectors to join scien-
tific efforts, and an evaluation system. 
Besides, government authorities will 
introduce favorable policies, such as tax 
reductions, to encourage agricultural 
enterprises to focus more on scientific 
innovation and bring “new research 
achievements” to the market.

The document plans to increase 
financial expenditure on the improve-
ment of agriculture, rural areas and 
farmers’ lives. !e document also aims 
to improve conditions for farming tech-
nology innovation and facilitate seed 
technology innovation.

The document also pushes for 
agricultural mechanization by boost-
ing credit support for the purchase of 

machinery, water-conservation facili-
ties, and key ecological projects in the 
country as well.

This is the ninth high-priority 
policy document themed on agri-
culture and rural areas issued by the 
Central Committee of the Communist 
Party of China (CPC) and the State 
Council, or China’s cabinet. !e No. 1  
document is considered to be of pri-
mary importance in setting the agenda 
for the year. 

With the theme of “speeding up 
innovation in agricultural science and 
technology and the building up the ca-
pacity to guarantee adequate suppliers 
of agricultural products”, the document 
has a foreword, a conclusion and 23 ar-
ticles in six other chapters.  
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China’s revolution in agriculture 
has the backing of $1 trillion 
for agricultural investment 
over the next five years, ac-

cording to a report by ABC Rural.
Its strategy is to subsidise large-

scale modern farms to feed its people, 
and make use of technology like animal 
genetics to improve production.

China has been on a drive to 80 
percent self-sufficiency in agriculture 
for the past nine years. It’s not an easy 
task, feeding 22 per cent of the world’s 
population with just 7 percent of the 
world’s arable land.

Dairy expansion
One of the key expansion areas is 

the dairy industry, as reported recently 
in the Financial Times. 

In order to increase productivity 
and improve product safety, the central 
government is aiming to restructure the 
country’s dairy industry. !e approach is 
to prod manufacturers into bigger farms. 
Foreign companies such as Nestlé and 
Fonterra, as well as their Chinese dairy 
counterparts Mengniu and Yili, are 
moving to large farms. 

A record migration of 100,000 

dairy cattle will board ships bound for 
China this year, from Australia, New 
Zealand and Uruguay.

Increasing farm output is so im-
portant to China, that the Government 
has set aside 6,000 billion yuan, or $1 
trillion, for it over the next five years.

Those subsidies help underwrite 
the massive growth in importing live 
animals: from hogs to hens and dairy 
heifers to beef breeds.
Safe and healthy food

China’s dairy production su"ered 
badly from the melamine contamina-
tion scare four years ago, where at least 
six babies died and many more were 
hospitalised.

Since that time, China has been 
significantly more focused on ensuring 
that genetics, pedigree and quality of their 
domestic herd are at such a level that they 
have certainty around food security.

So the Government is providing 

Ten 
Opportunities

By Perry Cui

China’s
Agricultural Revolution

1

China remains to be a land of opportunities for foreign compa-
nies, despite its slowing economic expansion and rising labor costs. 
The country’s urbanization drive means that its burgeoning urban 
population would expand by more than 300 million by 2030, an incre-
ment almost equal to the current population of the United States, ac-
cording to OECD projections. The world’s second largest economy is 
undergoing a transition from export- and investment-led growth pat-
tern to one reliant on domestic demand. China also aims to upgrade 
its industrial structure, increase value-added of its products, and pro-
mote green, sustainable economic growth. This column gives insights 
into some of the promising industries in the country. 
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In recent years, shale gas has become one 
of the most important unconventional 
sources of natural gas, representing a 
new trend in onshore gas exploration 

and production which has attracted the global 
attention, as well as that of China. 

China has onshore shale gas reserves 
of 134.4 trillion cubic meters (tcm), and ex-
ploitable shale gas reserves of 25.1tcm (not 
including the area of Qinghai-Tibet), said the 
Ministry of Land and Resources on March 
1, 2012. China’s five-year shale gas develop-
ment plan for 2011-2015, released on March 
16, 2012, boasts the target of 6.5 billion cubic 
meters (bcm) of annual shale gas production 
by 2015. 

Analysts said that by 2020, if the shale 
gas output can reach 60 to 100 billion cubic 
meters, it would become one of China’s pri-
mary energy sources. It could meet natural 
gas demand for the world’s second biggest en-
ergy consumer for two centuries. !is could 
be a “shale gas revolution” in China. 

Shale gas seems to be a rational solution 
to China’s current energy structure heavily 
reliant on coal and imports. China’s natural 
gas consumption will double within the 12th 
Five-Year Plan period (2011-2015) to account 
for 8 percent of its total energy mixture by 
the end of 2015, according to the National 
Development and Reform Commission. Im-
ported gas made up about 20 percent of do-

incentives and encouraging external investments in 
some of this infrastructure over the last four years.
Farm subsidies and a more open market 

To deal with the issues like disease control 
and hygiene, the Chinese government adopted 
many specific policies aimed at supporting scaled 
animal farms, to promote animal farming indus-
try and no longer encourage household animal 
farms.

Farms are regulated to continually increase 
production. Subsidies equating to a $55,000 are 
handed out for a farm producing one million meat 
chickens a year, and $130,000 for a large piggery.

China has only recently opened up to foreign 
backers. To give you an idea of the scale of that 
investment, the likes of !ailand’s CP food group 
has started building a $AU550 million pig breed-
ing and slaughtering facility in Hubei to process a 
million pigs a year. CP has already made similar 
investments in two other provinces, Shandong and 
Guangdong, where it produces 100 million chick-
ens a year.
Shortage of experts

!e limiting factor for Chinese agriculture is 
a lack of technology and people with agricultural 
expertise.

One of those experts is Peter Batt, Professor 
of Food and Agribusiness Marketing at Curtin 
University, Western Australia. Peter Batt frequent-
ly visits Nanjing Agriculture University to advise 
on agribusiness projects.

“Agriculture is on fire,” he said. “You’ve got 
vegetable production, alongside animal produc-
tion — you may have chickens, goats, rabbits. 
You’ll have an aquaculture park — fish or craw-
fish, fresh vegetables and fruits.”

John Baker of Rabobank said,  “One thing I’d 
encourage everyone to do is get on a plane and see 
what’s there. !ere is a lot of expertise that could 
be used in China.”

!e world is gearing up for the Chinese ag-
ricultural revolution. For the first time the Inter-
national Agribusiness and Food Safety investment 
Conference was held in China — in Shanghai city 
in June.

!e Chinese Government knows it has a deli-
cate balance, to support intensive agriculture, and 
smallholder farmers — or it will struggle to deal with 
the biggest human migration in history, from the 
Chinese countryside to the bulging cities. 
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mestic gas consumption. !e share is 
estimated to rise up to 40 percent by 
2020. China topped the world with 
a 22 percent year-on-year growth in 
natural gas demand last year, accord-
ing to the BP Statistical Review of 
World Energy. !erefore, developing 
shale gas seems to be a rational solu-
tion to China’s current coal-heavy 
and import-dependent energy struc-
ture.

However, some experts pointed 
out that although China has the most 
abundant reserves of shale gas in the 
world, it is a tough journey to develop 
the gas on a large scale. !ere are a 
series of problems. For instance, the 
key drilling technologies are yet to 
be developed, the supporting poli-
cies haven’t been implemented and 
the management system is to be 
improved. Both technical di#culties 
and environmental problems are ob-
stacles that China needs to overcome. 

Foreign companies’ participa-
tion will help to accelerate the de-
velopment pace of the industry. 
Compared with conventional gas, 
the exploration of shale gas requires 
advanced drilling technologies, more 
wells and larger-scale investment. 

Chinese oil enterprises are 
positive to cooperate with interna-
tional oil giants. In March, China 
National Petroleum Corp and Shell 
China Exploration and Produc-
tion Corp signed the country’s first 
production-sharing contract for 
shale gas exploration in the Fushun-
Yongchuan block in Sichuan prov-
ince. The two companies inked a 
joint assessment agreement to eval-
uate and assess the reserves of the 
block in 2010. Following this, most 
of the world’s biggest oil compa-
nies, including Exxon Mobil Corp, 
Chevron Corp, BP Plc, and Nor-
way’s biggest energy conglomerate 
Statoil ASA, are now participating 
in China’s shale gas development. 

“Private investors are allowed to 
bid for shale gas development projects,”  

Zhang Dawei, head of the oil and gas 
strategy center of the ministry, reiter-
ated several times in public. China 
now allows private, small-scale com-
panies to participate in bidding for 
extraction permits, utilizing market 
competition to promote technological 
innovations. 

Different with China’s f irst 
round of bidding dominated by large-
scale State-owned enterprises, 83 
companies made 152 bids for licenses 
to explore shale gas in the second 
round of bidding. It is the first time 
China has allowed non-Chinese enti-
ties to participate in the auction. 

Technology is of critical im-
portance to the success of shale gas 
development in China, as well as the 
environmental protection. Accord-
ing to the experts, water shortage is a 
major problem in China, yet hydrau-
lic fracturing technology requires vast 
quantities of water and is claimed 
to contaminate waterways with cor-
rosive and toxic pollutant hydrogen 
sulf ide, which Chinese shale gas 
contains in abundance. Sophisticated 
drilling, gas purifying technologies 
and strict emission standards would 
be needed to save China from the 
damaging effects of drilling and air 
pollution, Global Data said. 

Till now, China has no rules to 
protect groundwater and other re-
sources from the potentially harmful 
side-effects of hydraulic fracturing. 
Adding an environmental standard 
to a law book takes at least three 
years in China. A scientific project 
will be launched in 2013 to study the 
environmental e"ects of shale gas de-
velopment, according to the Ministry 
of Environmental Protection. 

Companies involved in shale gas 
exploration will get a central govern-
ment subsidy of 0.4 yuan per cubic 
meter starting this year until the end 
of 2015, according to a jointed state-
ment by the Ministry of Finance and 
National Energy Administration 
(NEA) on November 6. 

China’s rapid transition to 
a green economy will be a 
boom both to its domes-
tic market and the global 

economy, especially renewable energy 
industry, China Daily reported.

Commitment to developing a 
sustainable economy, emphasizing 
domestic consumption, and putting a 
green economy at the heart of the plan-
ning process, already form the basis of 
China’s ongoing 12th Five-Year Plan.

“We definitely need China to suc-
ceed if the world is to succeed. What-
ever China does will have global re-
percussions because a lot of the world’s 
manufacturing is going on there,” said 
Nis Hoeyrup Christensen, advisor on 
Chinese a"airs at the Confederation of 
Danish Industry (CDI), and researcher 
in China’s renewable energy sector at 
Copenhagen Business School.

He added that a green transi-
tion in China’s manufacturing model 
will have especial relevance where it 
concerns production for the domestic 
market, “because that amounts to a lot 
of economic activity.”

China is making a green refurbish-
ment of its economy under a number of 
key headings defined in its 12th Five-
Year Plan. These include that value-
added output of emerging strategic in-
dustries will account for eight percent of 
gross domestic product (GDP), and that 
the country’s manufacturing base in 
coastal regions will transit to high-end 
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By Lesley Cui

ish economy has grown 78 percent since 
1980, while keeping energy consump-
tion more or less constant and slashing 
carbon dioxide (CO2) emissions, owing 
largely to technological developments in 
renewable energy and energy-saving.

The Danish or Nordic model of 
green development can be adopted in 
emerging economies as well, as long as 
they are scaled-up and adapted to fit lo-
cal needs, experts say.

In fact, technology adoption and 
transfer would likely see Nordic tech-
nology and energy f irms work even 
more closely with Chinese partners so 
as to better understand and respond 
to the needs of China’s green market, 
Christensen said.

Although Danish companies can 
face fierce competition from local play-
ers when marketing welfare or energy 
technologies in China, they hold a com-
petitive edge as they can meet China’s 
increasingly tighter environmental regu-
lations, even if they are more expensive.

Whatever the specific, future in-
vestment areas, companies will need a 
stable market with clear policy indica-
tors of how best they can deploy their 
resources over time.

Given the Chinese government’ 
grip on macroeconomic policy, Chris-
tensen believes these factors already 
exist in China and are among the step-
ping-stones to its green transition.

“If investors are going to put mon-
ey into establishing a new technology 
or company, they need to be sure there 
is a market. In China, there is a market 
and a clear horizon, which the Chinese 
government is pretty good at showing, 
as it puts up both short and long term 
economic goals,” he said. 

consumption to 11.4 percent in 2015, up 
from 8.3 percent in 2010.
New chances 

Denmark and its Nordic neigh-
bors, who have been first-movers in the 
global green growth arena, could stand 
to benefit commercially from China’s 
rapid green transition.

“I bel ieve a more sustainable 
growth in China can turn out to be an 
advantage to Danish companies because 
of the technologies and solutions we 
have developed in our e"ort to create a 
green economy,” said CEO of the CDI, 
Karsten Dybvad, during a recent inter-
view with Xinhua.

According to the CDI, the Dan-

manufacturing, services and research 
and development.

Keystones in China’s greening pro-
cess include replacing coal-fired plants 
with those run on renewable sources like 
bio-mass, wind energy and solar power. 
Other areas involve better insulation of 
homes and offices to cut heating bills, 
combined urban heating and power 
networks, more recycling, improving 
energy-e#ciency of production facilities, 
and developing alternative-fuel cars.

In fact, China is now the world’s larg-
est maker of wind turbines and solar pan-
els, and its largest market for wind power. 
Moreover, the Chinese government says it 
plans to increase the share of non fossil-fuel 
based energy in the country’s total energy 

China’s Green Transition 
Boosts National, Global Economy

3
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“It is optimistic to predict that 
China will export automo-
biles of over 1 million units 
in 2012,” said Dong Yang, 

Secretary-General of China Automobile 
Association on FISITA 2012 World 
Automotive Congress held on November 
27 Beijing. “It will be a historical record 
in Chinese automobile export, and excit-
ing news for all Chinese manufacturers. 
For continuous three years, China has 
witnessed over 20 percent of growth in 
automobile export,” Dong added. 

China is still not considered as a 
large country in auto export, compared 
with traditional auto exporters such as 
German, the US, Japan, South Korea 
and some European countries. How-
ever, some positive trends are coming to 
Chinese automakers. 
Shinning star: vans

In the auto export this year, van 
export contributed the largest propor-
tion of the export value. Van export 
has been a shinning star in Chinese 
auto export. According to statistics 
of China Association of Automobile 
Manufacturers (CAAM), from January 
to September, van export value contrib-
uted about 43% of the total auto export 
value, while taking up 36% of the ex-
port volume. 

!e average price of vans in the first 
nine months this year was US$12,720 
per unit, 10.8 percent increase over the 
last year, according to statistics from 
China Customs. Van export has been 
a key part of China’s vehicle export for 
years, and it is growing both in volume 
and price. More details can be learnt 
from Table 1 and 2.

 “Although China’s auto export 
lags behind some foreign giants, the gap 

is narrowing,” said Zhang Wenjun, o#-
cial from the Department of Mechanic 
and Hi-Tech Industry, Ministry of 
Commerce. “We are happy to see that 
our commercial vehicles, especially vans 
and large-and-medium-size passenger 
cars, are of strong comparative advan-
tage in world market. !e overseas de-

mand for Chinese commercial vehicles 
keeps increasing,” Zhang said. 

This September, the top five van 
exporters were Dongfeng, Foton, Great 
Wall, JAC, and Jinbei, which exported 
15,273 units in all in September, taking 
up 65.66% of total monthly van export, 
an industrial report said. 

Catalogue Export volume 
(thousand units)

Increase 
rate (%)

Export value 
(US$ bln)

Increase 
rate (%)

Automobiles 769.1 23.01 10.365 32.14

Passenger cars 439.4 26.74 3.199 32.83

Commercial vehicles 
(constituted by 

vans and buses)
329.6 18.36 7.166 31.84

Catalogue Export volume 
(thousand units)

Increase 
rate (%)

Export value 
(US$ bln)

Increase 
rate (%)

Cars 367 38.1 2.66 47.5
Vans 277 16.6 4.41 28.01

Minibus (9 seats 
and less) 55 14.2 0.4 14.2

Four wheel drive light 
off-road vehicles 4 -80.8 0.05 -76.9

Auto Export:
Volume and Value Hit Record

4

Table 1 Export of Chinese domestic autos from Jan to Sept in 2012

Data source: CAAM

Data source: haiguan.info

Table 2 Export of top 4 Chinese domestic autos from Jan to Sept in 2012

By Alice Yang
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“Last year, Foton exported 
23,000 units to overseas markets. In 
every continent of the world people 
can see our Foton vehicles,” said 
Cheng Wanzhi, Director of FOTON 
Saudi, Foton Motor Group in a China 
Auto International (Saudi Arabia) Ex-
hibition Tour on November 14. Based 
in Beijing, Foton is Asia’s largest and 
the world’s second largest commercial 
vehicle manufacturer.

The top ten export destinations this 
year for commercial vehicles (including 
vans and buses) were Russia, Venezuela, 
Algeria, Iran, Kazakhstan, Saudi Arabia, 
Myanmar, Peru, Vietnam, and Thai-
land, according to CAAM.
Investment rather than sale

“We are hoping Chinese auto 
manufacturers will shift its export 
pattern from trade-oriented into 
investment-oriented. Setting up 
local factories in overseas markets 
will create more room to develop,” 
Miao Wei, Ministry of Industry and 
Information Technology of China 
expressed his wish at FISITA 2012. 

“Actually it is happening to 
Chinese auto makers,” Dong Yang 
echoed. “The top five auto export-
ers in China, namely Chery, Geely, 
Shanghai Auto, Great Wall, and 
Dongfeng, all set up their KD assem-
bly plants and Research & Develop-
ment Center overseas. Chinese auto 
manufacturers are speeding up to be 
more international,” he added. 

To build overseas plants, in-
stead of whole vehicle export, will be 
a trend for Chinese auto exporters. 
“Since 2002, Foton has moved its de-
veloping focus onto overseas markets. 
Up to now, we have established 6 KD 
factories in 6 countries, as well as 8 
MPCs and 1 NSC in foreign coun-
tries, to enhance our sales in overseas 
markets. We’ll build more in the fu-
ture. Our focus will be on the service, 
image building and marketing pro-
motion in future overseas developing 
strategy,” Cheng from Foton said. 
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Within the next several years, China’s “gray” mar-
ket will be the most potent spending demographic 
on the planet. But, to date, this potential bonanza 
has been ignored by most marketers, according to 

a Hu#ngton Post report. 
China had over 123 million people aged over 65 in 2011 

constituting about 9.1 per cent of the total population, as reported 
by Xinhua. 

China’s ageing population is increasing rapidly while the 
country’s birth rate remains low as a result of the one child policy. 
It is estimated that the percentage of China’s ageing population 
will reach 16.7 per cent of the total population in the next five 
years. 

By 2025, there will be more than 500 million mature Chi-
nese consumers (over 50 years old), or almost 36% of the Chinese 
population. !eir per capita spending power will exceed $4,100, 
up from $1,620 in 2006. 

According the National Seniors Bureau, only 10 percent 
of products and services bought by senior citizens are actually 
targeted to them. Why? First, their current incomes pale in com-
parison to younger, middle class cohorts, who mostly reside in 
Eastern coastal cities. Second, mature consumers are assumed, 
often erroneously, to be ultra-conservative culturally, caring little 
about brands and the aspirations they embody. As Chen Yimu, a 
62-year-old netizen, makes perfectly clear, such apathy will fade: 
“We want to look pretty. But there are no fashion brands for se-
niors. When will our turn come?”

Mainland gray can be golden, according to a report by the 
Huffington Post. Marketers, however, must realize that, as in-
comes rise, the Middle Kingdom will become more modern, 
more international, but not more Western. Goods must be po-
sitioned in accordance with cultural imperatives. Brands must 
resolve a fundamental and uniquely Chinese conflict — between 
fear of an ever-changing modern world and titillation by expand-
ing freedoms and broadened horizons — at the heart of elderly 
existence. !ose that do will be rewarded with deep loyalty and 
robust price premiums. 

On one hand, the 50+ generation suffers from a sense of 
displacement. From civil war, World War II and Liberation to 
the Great Leap Forward and Cultural Revolution, they matured 
during a politically and economically insecure era in which “suc-
cess” or “acknowledgment” was contingent on sacrifice, on both 
familial and national levels. !ey were conditioned to have faith 
that absolute loyalty to authority — by son to father, younger 
to older, ruled to ruler — was the gravitational force that would 
pull “New” China out of 150 years of imperial and Republican 
chaos. !eir worldview is characterized by Confucian faith that 
age is tantamount to wisdom, that obedience by and respect from 
the younger generation are the fruit of their long, hard struggle 
through sixty years of nation building. As one senior citizen puts 
it, “We sacrificed. We deserve a return. We deserve dignity.”

The forces unleashed by economic reform and “opening  
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up” — mandatory retirement; mobil-
ity that increases the physical distance 
between parents and adult children; 
an epic inter-generational values gap 
in which traditional collectivism co-
exists uncomfortably with new-fangled 
ego affirmation — threaten the honor 
due life-long warriors for the Mother-
land. !e 50+ cohort, anxious and self-
protective, questions its own relevance. 

That said, hope springs eternal. 
Driven by rising incomes, the power digi-

Chinese smartphone manu-
facturers are taking more 
than half of the market 
share in China but find it 

hard to increase their profit margins, 
while the entry of newcomers will 
make competition more intense, ac-
cording to China Daily. 

Four out of the top five best-
selling mobile devices in China were 
manufactured by indigenous Chinese 
companies, data from Sino Market 
Research Ltd showed in April. The 
top four local brands took more than 
40 percent of the total sales volume in 
the market.

South Korean electronics maker 
Samsung Electronic Co’s smart-
phones topped the best-selling list in 
April in the nation, selling more than 
2 million smartphones, data from 
Sino showed.

Chinese smartphone makers 
have managed to dominate the low- 
and middle-end market over the past 
several years. Lower priced cellphones 
usually have narrow profit margins.

Samsung and Apple Inc’s prod-
ucts hold 99 percent of the profit, 
while local brands have to compete 
with other overseas manufacturers 
for the remaining 1 percent of profit, 
according to a research by Huabao 
Securities Co.

Overseas cellphone giants are 
targeting the Chinese market as the 
nation’s smartphone penetration rate 
remains at about 10 percent.

In March, Nokia Corp intro-
duced its f irst phone that runs on 
Microsoft Inc’s Windows Phone op-
erating system to the Chinese market. 
!e move was believed to be a signal 
that the Finnish cellphone maker 
was trying to maintain its hold in the 
country’s mobile phone market.

“!e only way to change the situ-
ation in the Chinese market is to intro-
duce more great products,” said Stephen 
Elop, chief executive o#cer of Nokia.

tal technology and a Middle Kingdom 
connected with the outside world, sunset 
days can blossom into rainbow years. !e 
mature market is also beguiled by the 
promise of new friends, burgeoning fitness 
and travel options, on-line self-expression 
and a revolutionary concept that “fun” 
need not be guilty pleasure. Brands must 
mitigate an anxiety of displacement by 
becoming guiding lights into a new world 
of opportunity. They must pivot from 
fear-based messaging or, worse, neglect by 
either unleashing “possibilities of me” or 
forging new constructs of “we.” Beyond a 
self-evident need to enhance product ac-
cessibility — i.e., enlarged mobile phone 
key pads, anti-shake digital cameras, a 
Walmart senior corner, a C-trip gray trav-
el mini-portal, smart marketers can dive 
deeper by touching the heart of desire. 

China’s mature market will be 
gigantic but it is being ignored by most 
marketers. As spending power mush-
rooms, brands could tap into the ten-
sion between “fear of displacement” and 
“excitement for new beginnings.” !ose 
that do will emerge as guiding lights on 
a vast new commercial horizon. 
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Most of the local brands are focus-
ing on producing lower-price devices — 
costing about 1,000 yuan ($159) each. 
Sales were boosted by contract phones. 
High-end cellphone makers are con-
centrating on lifting user experience 
because their customers seem to worry 
less about the price of the product.

“China has great potential for gen-
erating about 1 billion smartphone users 
over the next several years,” said Henry 
Lin, chairman and co-CEO of NQ 
Mobile Inc., adding that one user will 
have more than one device at the same 
time, creating an even larger market for 

mobile device makers.
High-end brand makers seem 

to find it easier to sell their devices in 
China.

In April, China’s smartphone 
maker Xiaomi Corp sold 150,000 
phones in just 12 minutes as it launched 
the seventh round of an online sale. !e 
company makes high-end performing 
smartphones at affordable prices. The 
company’s phones are priced at 2,000 
yuan. More than 1.65 million units had 
been sold by April since its debut in late 
October 2011, said a Xiaomi spokes-
man.

A number of Chinese Internet 
companies started to go mobile this 
year, their first incursion into the smart-
phone market.

In May, the Chinese Web search 
engine Baidu Inc teamed up with Sich-
uan Changhong Electric Co, China’s 
home appliance maker, to promote low-
end smartphones. !e model was sold 
for less than 900 yuan.

The e-commerce giant Alibaba 
Group Holding Ltd introduced its first 
smartphone based on a self-developed 
operating system this month. !e price 
of the new gadget was priced at 999 
yuan, the same as a bluetooth earphone 
for an iPhone.

On the same day, Shanda Interac-
tive Entertainment Ltd, an Internet-
based IT firm, also released a slightly 
higher priced smartphone, Bambook. 
!e highest priced for the device is 1,499 
yuan, enough to buy two Samsung Gal-
axy SII phones.

Qihoo 360 Technology Co, an 
Internet security company, also an-
nounced it would enter the mobile 
phone market this year.

Despite the growing competition, 
industry insiders believe there is still a 
lot of room for newcomers as the mar-
ket remains young and heavily relies on 
the development of the mobile Internet, 
an even younger industry. 

Changes in 
Smartphone Market

By Cui Xiaoling

6

TOP 10 SMARTPHONE BRANDS BASED ON 3G 
TECHNOLOGY IN THE CHINESE MAINLAND (APRIL)

RANK

Samsung

Coolpad
(local brand)

Huawei
(local brand)
Lenovo
(local brand)
ZTE
(local brand)

Apple

Motorola

Nokia

HTC
(local brand)

Hisense
(local brand)

Source: SINO Market Research Ltd and Huabao Securities Co Ltd

BRAND NAME MARKET SHARE(%)SALES VOLUME
(unit: thousand)
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Mobile Internet in Full Swing
By Lesley Cui

Mobile phones are now the 
most popular way for the 
average Chinese citizen 
to get online, a transition 

that may mirror a worldwide shift to 
mobile Internet, away from the PC ac-
cess of old. 

For the first time, more Chinese 
accessed the Internet via their mobile 
phone than via PCs, China Internet 
Network Information Center reported, 
with 388 million mobile surfers as com-
pared to 389 million desktop users. 

Fifty percent of new Chinese 
Internet users were from rural areas, 
indicating that cheaper smartphones are 
allowing people in relatively remote ar-
eas to get online for the first time ever. 
The emergence of smartphones under 
1,000 yuan ($157) sharply lowered the 
threshold for using the devices and en-
couraged average mobile phone users to 
become mobile web surfers.

Who steers the future of mobile 
Internet is a coming question in the 
Chinese Internet industry as Apple Inc. 
has grown into a global tech dominator 
relying on the excellent combination of 

its innovations, mobile devices, and en-
tertainment ambitions.

In recent few years, the list of mo-
bile Internet participators has been pro-
longed constantly in China, including 
Taobao.com, Baidu, Tencent Holdings 
Ltd., Qihoo 360 Technology Co., Ltd., 
Google and so on, as reported by Green 
Technology.

Taobao.com, the biggest online 
shopping bazaar in China, made a foray 
into the mobile payment segment in 
2008. It reaped a mobile payment turn-
over of 11.8 billion yuan in 2011, and the 
number is estimated to jump to 50 bil-
lion yuan at the end of 2012, according 
to its wireless division. Without doubt, 
that will be a strong push to solidify its 
leadership over the huge-potential online 
shopping market in the country.

Baidu, China’s Internet search 
dominator, on September 3 announced 
the release of yun.baidu.com, an aggres-
sive move to the country’s not-yet-prof-
itable but promising could-computing 
segment. On the same day, its chief fi-
nancial o#cer Jennifer Li disclosed that 
Baidu would invest over 10 billion yuan 

(or $1.6 billion) in a cloud computing 
center, with a yearly infusion of around 
2 billion yuan. 

Tencent, China’s Internet enter-
tainment service giant with 783.6 mil-
lion active accounts of QQ , the most 
popular instant messaging tool in the 
country, recently unveiled a first-phase 
investment of 1 billion yuan to build 
its wireless Internet technology R&D 
headquarters in Wuhan, a city with 
many tech universities in central China. 
In addition, Tencent already acquired 
100% of Shuame.com, a Shenzhen-
based start-up with providing ROM 
service specially directed for Android 
smartphone users, who want to jail 
break and root on their handsets with 
the aim of slimming operating systems 
and selecting good-for-use applications. 

Qihoo 360, a leading internet 
search and security company, said in 
its second-quarter financial results that 
it had a monthly active user base of 
425 million in its computer security 
products in June 2012, with a market 
penetration of 94% in China. It cap-
tured about 120 million users for its 360 
smarphone products and services. In 
the month, it saw 272 million monthly 
active users for its 360 browser, with a 
penetration of 61%.

!e US search engine giant Google 
Inc has pushed its way into mobile ad-
vertising in China as the country expects 
to overtake the United States to be the 
world ’s biggest smartphone market 
this year. !e company intends to o"er 
solutions that enable advertisements to 
be shown on mobile applications, Web 
pages, mobile search results and online 
videos. “!e mobile advertising business 
in China has made very good progress so 
far and it is a business that is growing the 
fastest,” said John Liu, corporate vice-
president of Google. However, there 
are doubts about whether it’s possible to 
make as much money on mobile devices 
as on personal computers through ad-
vertisements, because of the small size 
of mobile phone screens and the frag-
mented time users spend on them.  

7
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Oriental DreamWorks, a joint venture 
funded by DreamWorks Animation 
SKG Inc, China Media Capital and two 
Chinese media companies — Shanghai 

Media Group and Shanghai Alliance Investment — 
was established in February and will produce films, 
TV and stage productions for the Chinese market.

Whether this would be a new cooperation 
model between Chinese and foreign movie compa-
nies remains uncertain. However, the emergence of 
more and more co-productions is a new trend that 
cannot be neglected. 

Chinese box office surpassed $2.1 billion in 
2011 and is estimated to surpass $3.2 billion in 
2012, according to China Film Industry Report 
2011-2012 by EntGroup. To boost the cultural 
exchanges by means of films, China has signed 
agreements on co-producing films with six countries 
including Australia, Italy, Canada, France, New 
Zealand and Singapore.

Because of the tight film-import quota of 20 
foreign films, plus an additional 14 foreign 3D or 
Imax films per year in China, foreign films find it 
di#cult to possess a big market share in China due 
to the schedule and revenue share. With the label of 
co-productions, qualifying films can make inroads 
into the Chinese market much easier. To enhance 
the influence of Chinese elements, it seems to be 
urgent to give specific definition and implement su-
pervision of co-productions.

According to Zhang Pimin, the deputy direc-
tor of the State Administration of Radio, Film and 
Television on a seminar in August, co-productions 
should meet the following requirements: no less 
than 1/3 investment from Chinese partners; major 
film characters from China; shot in China. Chinese 
teams should not be walk-on, but make contribu-
tion to the creation, production and distribution of 
the film, so as to ensure that the story will resonate 
strongly with the Chinese audience.

The chairman of Huayi Bros. Media Group, 
Wang Zhongjun, said that co-productions had de-
veloped from capital-oriented to talents-oriented. 
Facing the great chance and challenge, Chinese 
companies should learn to be professional and stan-
dardized in operation process and innovative in 
creating stories in order to fuse Chinese culture with 
foreign cultures in a better way.

Besides the flourish in film industry this year, 
the vibrant development of industries like press and 
publication, cartoons, online games and live-action 
performances are also remarkable.

An increasing number of press and publishing 
companies are seeking for reforms and innovations 
by combining the traditional models with digital 
approaches. 

Large-scale animation and cartoon industrial 
parks are springing up and expanding around the 
country, like the newly-approved 33-hectre indus-
trial park in Luoyang, Henan Province. 

!e size of broad games market including web 
games, client games, mobile games and social games 
in 2012 is estimated to reach 55.7 billion RMB, ac-
cording to Enfodesk. 

!e hit program “Voice of China”, viewed by 
120 million on TV and 400 million online, ac-
centuates a new cooperation model where Chinese 
companies purchase television show formats already 
proved successful in mature foreign markets. 

Mo Yan was undoubtedly one of the hot-
test figures in 2012, who won the Nobel Prize for 
Literature for works which combine “hallucinatory 
realism” with folk tales, history and contemporary 
life in China. Most of the discussions were about 
the significance of this event, that is, more and more 
foreigners would learn about Chinese culture.

2012 witnessed the thriving development of 
cultural industry in China, which is in line with its 
government plan to enhance soft power and develop 
cultural industry into one of the pillar industries of 
the world’s second largest economy.  

8
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By Cui Xiaoling

from China’s 7 Strategic 
Emerging Industries

China is stepping up efforts 
to boost the development 
of seven strategic emerging 
industries to cushion down-

ward pressure on the world’s second-
largest economy.

Strategic emerging industries are 
hoped by Chinese policymakers to 
serve as a new growth engine for the 
economy. China’s State Council has 
spelled out measures ranging from 
higer fiscal expenditure to easier bank 
credit and other fiancing to boost the 
industries.

The government wants the seven 
strategic industries to generate 8 percent 
of GDP in 2015 and 15 percent by 2020, 
a marked rise from the 4 percent of GDP 
that they were responsible for in 2010. 
Foreign opportunities 

Foreign companies will enjoy new 
opportunities with the development of 
the recently announced seven strategic 
emerging industries. China needs their 
key products and services in these sec-
tors, according to China Daily.

Davide Cucino, president of the 
European Union Chamber of Com-
merce in China, said European busi-
nesses are eager to contribute. 

“Most of the technology involved is 
already in use in Europe. And the readi-
ness of European business to invest in these 
sectors perfectly matches the need for fur-
ther development in China,” he said. 

Further opening up to internation-
al cooperation is a must, said Feng Fei, 
head of the industry department at the 
State Council Development Research 

Center, a government think tank. “Chi-
nese companies and their foreign coun-
terparts will have to create new models 
for business cooperation,” he said. 
Directions and tasks for the seven 
sectors 

!e following are details related to 
each of the seven industries highlighted 
in the Plan, according to a China Brief-
ing report.

Environmental protection. China’s 
energy-saving and environmental pro-
tection industry need breakthroughs in 
major core technologies, including energy 
e#ciency and progression utilization, pol-
lution prevention and secure settlement, 
as well as recycling and reuse of resources. 
Industry professionals should also research 
and develop more high-tech equipment 
and products for energy conservation, 
advanced environmental protection, and 
resource recycling and reuse. 

Information technology. Indus-
try professionals should accelerate the 
construction of the next-generation’s 
information network and make tech-
nological breakthroughs in the fields of 
high speed fiber-optic communication, 
wireless communication, advanced 

semiconductors and new displays in or-
der to add to the industry’s international 
competitiveness.

Biology. The development of 
China’s biology industry shall primarily 
serve the country’s major needs such as 
people’s health, agricultural develop-
ment, and environmental and resource 
protection. The industry should also 
focus on strengthening key technologies 
such as biological resource sharing, and 
furthering equipment development to 
accelerate the construction of a modern 
biology industry.

High-end equipment manufactur-
ing. China’s modern aviation equipment 
manufacturing and the satellite industry 
are highlighted in the development plan 
for the high-end equipment manufac-
turing industry. The improvement of 
advanced transportation and oceanic 
engineering is also on top of the agenda. 
Furthermore, the Plan emphasizes the 
importance of advancing the manufac-
turing of intelligent equipment, as well 
as the intellectualization, precision, and 
green development of the manufactur-
ing process.

New energy. !e new energy sec-
tor should develop more mature technol-
ogy in nuclear power, wind power, solar 
photovoltaics, thermal utilization, biomass 
electricity generation and methane gas so 
as to actively advance the industrialization 
of renewable resource technology.

New material. Research and de-
velopment of new functional materials, 
advanced structural materials, and com-
posite materials; the development and 
industrialization of common basic ma-
terials; the construction of identification 
and statistical system; and the structural 
adjustment of material industry are all 
highlighted in the Plan.

New energy automobiles. The 
Plan points out the signif icance of 
promoting the technology advance-
ment and application of key spare parts 
such as high-quality power batteries 
and electric motors, together with the 
industrialization of the new energy au-
tomobile industry. 

9
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China is building a series of new economic 
zones across the country, a move to boost 
local and national economy through pref-
erential policies and reforms.

In November, the State Council officially ap-
proved the Central Economic Zone Plan to improve 
the development of Central China. 

The Central Economic Zone includes 30 pre-
fecture-level cities and two counties, including Henan 
province, Jincheng, Changzhi and Yuncheng in Shanxi 
province, Handan and Xingtai in Hebei province. !e 
region covers an area of 289,000 square kilometers and 
170 million people, according to China Daily.

In August, Lanzhou New Area (LNA), China’s 
fifth national level special economic development 
zone, was approved by the China’s State Council. !e 
area, located in Qinwangchuan Basin to the north of 
Lanzhou, capital city of Gansu Province, will serve as 
an important industrial platform and growth engine 
to boost the economic development of China’s north-
west. It is also the first state-level new development 
area in the northwest of China, Xinhua reported.

Covering an area of 806 square km and a popu-
lation of 110,000, LNA has attracted 90 investment 
projects so far, with a total volume of 70.7 billion 
yuan ($11.13 billion).

Following LNA, the State Council unveiled in 
October a development plan for Nansha New Area 
in Guangzhou, the capital of South China’s Guang-
dong Province. As the country’s sixth State-level 
level pilot zone, the area will enjoy a slew of prefer-
ential policies on tax, land management, financial 
innovation and industrial development. 

The development plan for the 2012-25 period 
aims to promote the transformation of the Pearl Riv-
er Delta, facilitate long-term stability and prosperity 
of Hong Kong and Macau, shape a new pattern of 
economic openness and enhance China’s interna-
tional competitiveness and influence.

With a planned area of 803 square kilometers, 
the area is located at the outlet of the Pearl River and 
in the geometric center of the Pan Pearl River Delta. 
As a crucial linkage of the city clusters on both sides 
of the Pearl River, it is 38 nautical miles from Hong 
Kong and 41 nautical miles from Macau.

Apart from LNA and Nansha New Area, 
China has four other State-level new areas includ-
ing Shanghai’s Pudong New Area, Tianjin’s Binhai 
New Area, Chongqing’s Liangjiang New Area and 
Zhoushan Islands New Area in Zhejiang Province.

!e central government has been striving to de-
velop the western region and border areas to balance 
regional development. In September, China approved 
the establishment of “an inland opening-up trial zone” 
in Ningxia and “a comprehensive tax-free zone” in 
Yinchuan as part of a major effort to promote eco-
nomic opening-up of the region, home to more than 2.2 
million Muslims of the Hui ethnic group.

!e State Council recently approved a develop-
ment plan for an economic zone consisting of cities 
in three provinces in Northwest China to promote a 
sustainable economic boom in the area.

Major cities in the economic zone include 
Hohhot, Baotou and Ordos in Inner Mongolia 
autonomous region, Yinchuan in Ningxia Hui au-
tonomous region and Yulin in Shaanxi province, ac-
cording to a statement on the website of the National 
Development and Reform Commission.

Since last year, the government has put forward 
plans to help Yunnan Province open to the south-
west; helped the Inner Mongolia autonomous region 
to open to the north; and set Heilongjiang province 
as the bridgehead for the border economic opening-
up. It also sets two economic development zones in 
the Xinjiang Uygur autonomous region and three 
pilot zones for border economic opening-up in Inner 
Mongolia, which are forerunners for the opening-up 
to the west, China Daily reported. 
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By Guo Yan

The U.S. economy has been on a bumpy road 
to recovery in 2012, but the long-term growth 
momentum is still hard to restore; the deepen-
ing European debt crisis will plunge the local 

economy into a long recession; emerging market econ-
omies are challenged by big economic fluctuations. 
According to the IMF data, the global economic growth 
rate will drop to 3.3%, the lowest since 2009. 

This year has also witnessed an increasingly com-
plicated economic environment under which the devel-
opment of Chinese foreign trade has been greatly chal-
lenged. The growth rate of import and export volume 
has dropped under 10%, and it seems tiny chance that 
the 10% growth rate target will be realized. 

To reduce pressure from rising costs, some 
foreign-owned companies have embarked on the stra-
tegic transformation. In the past, multinational compa-
nies were always the envy of the industry for the high 

employees in China, and would be exempt from waves 
of massive layoffs. While this year a lot of foreign-
owned companies in China have announced plans 
of massive layoff, which is shaking the stereotype of 
the occupation at foreign-owned company as “golden 
bowl”. Some of their plants have been transferred to 
Southeast Asia for low labor costs, but it is undeniable 
that China will still be one of the world’s most important 
markets. Many foreign-owned companies are setting 
their R&D centers in China.  

The huge price gap of famous brand products 
between China and foreign countries has fuelled the 
overseas purchase of goods through agencies. How-
ever, a legal case in which a former stewardess was 
convicted of tax evasion and sentenced to 11 years in 
prison for not declaring cosmetics purchased at tax-
free shops in South Korea, has brought the agency 
purchasing industry under the spotlight. Meanwhile, the 
foreign brands have received very few punishments 
from the industry and commercial authorities. Nike has 
just received a ticket of penalty.  

The two brands dispute cases in 2012, includ-
ing Wanglaoji and ipad, have drawn to a close. Food 
safety, an issue having long been concerned by the 
public, has triggered new wave of turmoil. The bottom 
line of morality has been challenged over and over by 
the poisoned capsule in April, gutter oil in August and 
the plasticizer exceeding the standard in November.   

The National Holiday has aroused wide discus-
sions. The 8-day long holiday, the toll-free highway 
and price cut at some scenic spots have stimulated 

-
frain from.  

Hua Sheng, an economist, commented that al-
though China is facing a lot of challenges, the impor-
tance is how to handle them, and dig up opportunities 
through these challenges. We have witnessed a lot 
of predicaments and problems, but we shall realize in 

Fierce Challenges in 2012
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For one thing, the sluggish 
overseas demands force enterprises 
to strengthen the building of brands; 
for another, proprietary brands are 
of more advantages than manufac-
turing under others’ name. Though 
cultivating an original brand is such 
kind of work that takes costly ex-
panses and efforts, more and more 
enterprises are gradually aware of the 
importance of it and willing to invest 
in this process.

Together with related depart-
ments in the State Council and local 
governments, the Ministry of Com-
merce has taken series of effective 
measures to encourage Chinese com-
panies to build and promote their 
own brands since the beginning of 

2012. At the event held by the Ministry of Com-
merce for foreign trade brands, many enterprises 
exchanged their ideas about how to make a break-
through for further development under such se-
vere environment, and came to an agreement that 
only by strengthening the brand building can the 
country realizes the stable growth and successful 
upgrading.

However, when teaming up with foreign 
design organizations, Chinese enterprises should 
scout foreign talents who are in line with their 
own positioning, as well as familiar with foreign 
markets, manager of New Wish (Xiamen) Light 
Industry Co., LTD, Cai Yushan said. !e suitable 
foreign designers should engage in the framework 
making, and then strategies re"ning as a leading 
role, together with present design team, in the 
creating of a new product.

Due to the decreasing demands of European 
and American markets, many companies are 
endeavoring to weather the storm by exploiting 
markets in developing countries. Emerging mar-
kets have become the hottest markets for business 
development. Despite of the insu#cient demands 
and slow growth of international trade, emerging 
markets resist the downturn trends and showcase 
fast-grow trade volume. According to the statistics 
from the Customs for the "rst three quarters, the 
imports and exports with EU and Japan dropped 
2.7% and 1.8%, while increased 8.1%, 14.2% and 
5% with ASEAN, Russia and Brazil respectively, 
and the fastest growth rate 37.1% was found in 
the imports and exports with South Africa. 
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The environment of China’s foreign 
trade development has been compli-
cated and severe since the beginning of 
this year, with a one-digit import and 

export growth rate, and increasing challenges 
for related companies. The import and export 
growth rate in the "rst three quarters was just 
6.2%, far away from the target of 10% for the 
whole year.

As the wind vane and barometer of China’s 
foreign trade, Canton Fair re$ects the indication 
and trend of this sector. In the Autumn Canton 
Fair of 2012, which aims to make negotiations 
for the business in the first half of next year, 
the quality of buyers increased in phase one, 
with much stronger purchasing wills and more 
prudence in ordering for 80% of interviewees, 
according to the survey by China Chamber of 
Commerce for Import and Export of Machinery 
and Electronic Products (CCCME). !e knock 
down price was basically f lat, but had surging 
volatility. The turnover and proportion from 
European market dropped sharply, while those 
from Latin America, Africa and Middle East 
rose significantly. The turnover of industrial 
products craftworks in phase two was not as 
good as expected, according to China Chamber 
of Commerce for import and Export of Light 
Industrial Products and Arts-Crafts (CCCLA). 
By October 25, the volume of business had de-
creased 7.67% compared to the last session, and 
only 20% of the enterprise witnessed growth in 
the order quantity in the last quarter of 2012.

Foreign Trade Enterprises:  
To Break Ice in Exporting

1
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The last "ve years are “Golden 
Five Years” to China’s ship-
bui lding industry. China 
beca me t he wor ld ’s top 

manufacturer in terms of new deliver-
ies, new orders and outstanding orders. 
However, China’s shipbuilding industry 
mires in its “Ice Age” this year. In the 
"rst "ve months, according to statistics 
from China Association of Shipbuild-
ing Industry, China’s shipbuilding 
industry "nished 22.53 million DWTs, 
down 10.1 percent year-on-year; the 
volume of new orders received was 9.54 
million DWTs, down 47.3 percent 
year-on-year; the volume of outstanding 
orders was 134 million DWTs, down 
27 percent year-on-year.

The continued slump of global 
shipping market makes the bad situa-
tion of China’s shipbuilding industry 
worse, and the long-standing prob-
lems inside the whole industry start to 
emerge. “It was hard to get orders, com-
mence work and raise capitals before, 
but now it is even hard to survive,” the 
Principal Researcher of China Ship-
building Economy Research Center 
Zhang Baojing said. Industry shuff le 
has been cried out for two years, while 
the real wave of bankruptcies is coming 
now.

According to the statistics from 
British Klaxon Research, China’s ship-
building industry could still maintain a 
relatively high market share in times of 

global shipbuilding industry downturn 
in the "rst half year; nonetheless, new 
deliveries, new orders and outstanding 
orders have declined signi"cantly since 
the beginning of this year. In the "rst 
half of 2012, the export volume of Chi-
na’s ships post a year-on-year drop. !is 
is the "rst time that China’s shipbuild-
ing industry experiences profit declin-
ing since it has undergone 11 years’ vast 
development.

Now, China’s shipbuilding indus-
try is characterized by three aspects: 
First, inf luenced by global financial 
crisis, many shipbuilding enterprises 
su%er losses due to less freight volume 
and lower freight rate, some of which 
even encounter order shortage. Second, 
"nancial crisis imposes a severe impact 
on banking industry, so it is more dif-
"cult for shipbuilding enterprises to get 
enough financing than before. Third, 
the current downturn of shipping 
industry can’t attract buyers to place 
orders, so the shipbuilding enterprises 
would rather take risks to reduce down 
payment. On the whole, China’s ship-
building industry has turned from a 
seller’s market to a buyer’s market. 

Shipbuilding industry is a typi-
cal intensive industry, an integration 
of capital, technology and talents. !e 
upstream industry of shipbuilding 
industry is shipping industry, where 
market demands are closely linked with 
the freight volume of bulk commodity 

such as international coal and iron ore. 
While its downstream industry is steel 
& aluminum industry and electrical 
machinery industry, etc., which have 
sensitive responses to macro-economy. 
Currently, shipbuilding industry reces-
sion is not only in$uence China but the 
whole world. The global shipbuilding 
industry is now in a period of adjust-
ment, known as “the survival of the 
f ittest”, so weak and small shipping 
companies will be knocked out.

Affected by the global crisis, 
global banks have squeezed lending, 
which makes it more di#cult for ship-
owners to get enough "nancing. More-
over, the down payment of new orders 
declines from 40% to around 10%, 
and the ship-owner have to pay for a 
large amount of progress payment after 
delivery, with no assurance to collect 
balance payment from buyers in time. 
!erefore, capital liquidity shortage for 
enterprise production is an increasing 
serious problem. Since the beginning 
of this year, banking institutions have 
tightened up their monetary policies. 

By Lynn Yu

China’s Shipbuilding Industry 
Suffers Severe Winter

2
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!us, it is more dif-
ficult for shipbuild-
ing enterpr ises to 
get liquidity loans, 
especially for small 
and medium-sized 
ente r pr i s e s . T he 
problem of capital 
shortage is found in 
the whole shipbuild-
ing industry now.

Recently, “On 
Further Strengthen-
ing the Merger and 
Reorganization of 
Enterprises” released 
by the Ministry of 
Industry and Infor-
mation Technology 
(MIIT), indicates 
that strong enter-
prises should estab-
lish win-win part-
nership, and cross-
regional merger and 

reorganization, overseas mergers and acquisitions, investment 
and cooperation should be encouraged to promote degree of 
industrial concentration, and achieve large-scale and intensive 
management. Shipbuilding industry is listed as a key industry 
to speed up merger and reorganization.

Nonetheless, it needs time to tell whether government’s 
support can help shipbuilding enterprises survive the winter. 
An analyst of China Shipbuilding Economy Research Cen-
ter Xia Xiaowen said that those large-scale enterprises with 
good performance and advanced technology will survive at 
last during the period of industrial adjustment. Besides, those 
shipbuilding companies focusing on market segment and char-
acterized production will also make it through.

Transformation and upgrading for China’s shipbuilding 
industry can be made in several aspects, some insiders said. 
Business structure transformation comes first. Shipbuilding 
enterprises concentrated most of their e%orts on building ships 
before, however they can move some e%orts to non-ship prod-
ucts. With research and development, they can adapt to the 
change of demand structure quickly. Second, when problems 
emerge in traditional markets, enterprises should turn to high 
technology market, where there is room for improvement. 
This is known as market transformation. Third, enterprises 
should strengthen the independent research and development. 
Shipbuilding industry and shipping industry should combine 
together to form an industrial chain with speci"c business rela-
tionships. 
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Many top foreign brands 
are priced much higher 
in China than in their 
home countries, but few 

of them have been "ned by the com-
petent departments under State Ad-
ministration for Industry and Com-
merce of China for applying “double 
standards”. NIKE, Inc is among the 
few “unfortunate” ones. 

On October 24, NIKE, Inc. 
received a RMB 4.87 million f ine 
ticket, the "rst of its kind issued by the 
competent departments for companies 
applying “double standards”.

The troubled product was high-
end basketbal l shoes cal led Nike 
Zoom Hyperdunk 2011, each pair of 
which costs RMB 1299 in China but 
sells at the price of US$125 (about 
RMB 800) on the US o#cial online 
store of NIKE, Inc. While the price 
“swells”, the quality “shrinks”: Hyper-
dunk 2011 sold on the Chinese market 
has only one cushion, although its sell-
ing point is the heel and forefoot dual 
cushion.

!e incoming news spokeswom-
an of NIKE China, Huang Xiangyan, 
ascribed the relatively high price to 
the high cost of tariffs and logistics. 
Huang said taxation varies with di%er-
ent types of shoes. Her company usu-
ally pays 10% of import tari% for leath-
er raw materials, 15% for ready-made 
shoes and 17% of value-added tax, 
which pushes up the cost much higher 
than abroad. According to Huang, be-
sides tari%s, the relatively high cost of 
logistics is another factor boosting the 
prices of some Nike products higher 
than other countries. Moreover, the 
varied consumption habits of di%erent 
countries and regions also affect the 
pricing of shoe companies. 

Recent reports show that Star-
bucks, the coffee retail tycoon, raised 
prices at its China outlets twice this 
year. In addition to frequently rais-
ing prices, not long ago Starbucks was 
revealed applying “double standards” 
pricing in China and America, which 
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sparked great controversy among con-
sumers. !e common “beverage” brand 
in America has rebranded itself as high-
end in China and sells at rather high 
prices. It is reported that a 12 ounce cup 
of Starbucks co%ee that’s about RMB 20 
in America costs about RMB 30 in the 
mainland of China, a margin of RMB 
10. A cup of Americano that’s about 
RMB 12 in America costs RMB 22 in 
the mainland of China. For the exact 
same thing, Chinese spend about 83% 
more.  

To this, the person in charge of 
Starbucks China said that when it 
comes to pricing, Starbucks takes into 
account the consuming power of cus-
tomers from different regions and the 
"nal price is the value balance between 
different factors including operational 
cost and marketing. Statistics show 
that now Asia and Paci"c regions have 
become the market with the fastest 
pro"t growth for Starbucks. According 
to Starbucks third quarter fiscal year 
2012 "nancial results, business income 
in China/Asia and Paci"c regions grew 
by 37% and business gross pro"t grew 
by 32.4%, far ahead of America’s 19.8% 
and Europe’s 1.9%. 

In fact, “double standards” pric-
ing is not only limited to the area of 
imported food. It can be found in many 
other areas like cars, cosmetics and cof-
fee chain stores. 

Zhou Ting, Chief of Wealth 
Quality Research Institute, pointed 
out that taxation is a critical cause of 
price differences. As far as we know, 
taxes levied on the imported cars in-
clude tari%, consumption tax and value 
added tax, which means that the cost of 
imported cars with engines above 3.0 
liter have become twice as much as CIF 
before distributors begin the sale. 

A survey released by Ministry of 
Commerce of China shows that 20 top-
notch brands of wrist watches, suitcases 
and bags, clothing, alcohol and elec-
tronic products in the mainland of Chi-
na are priced 45% higher than Hong 
Kong, 51% higher than America and 
72% higher than France. !e business 
practice of “double standards” of foreign 
brands has a long history. Louis Vuitton 
Speedy 25 costs RMB 19200 in China’s 
exclusive shops, RMB 3600 more than 
that in America and RMB 5200 more 
than that in France. 

 “Even a 0% tax rate would not be 
able to drag down the price of luxury 
brands!” Sun Yibiao, Vice Minister of 
the General Administration of China 
Customs (GACC) gave a downright 
answer, “International luxury brands 
generally have three sets of pricing: for 
the US, there is New York pricing; for 
European countries, there is French 
pricing; and for Asia, there is Japanese 
pricing.” Experts explained that the 

pricing mechanism of luxury brands 
results from their business model that 
follows the principle of “brand comes 
before pro"t”.

However, in the shadow of Euro-
pean economic crisis, neither durable 
consumer goods brands nor fast-moving 
consumer goods brands could hold their 
head high or turn a deaf ear to the voice 
of consumers. Some brands try to boost 
their sales by “reducing the price di%er-
ence”.

Clinique, owned by the Estée 
Lauder Corporation, introduced lower 
prices on some of its products on 1st, 
September and introduced deep cuts 
for four of its top-selling products. For 
example, Clinique Moisture Surge In-
tense was reduced to RMB 340 from 
RMB 490, a 31% cut and both Clinique 
Dramatically Di%erent Moisturizer and 
Clinique Even Better Clinical Dark Spot 
Corrector were reduced to RMB 340 
from RMB 460, a 26% cut. 

Zhou Ting believes the move of 
price cut of Clinique is a marketing 
strategy to combat the sluggish cosmet-
ics market in the mainland of China. 
According to an internal statistics dis-
closed by Zhou Ting, both the total 
volume and the total sum of imported 
cosmetics recorded by China Customs 
registered negative growth in the first 
half of this year, a 13% to 14% year-on-
year fall. Confronted with a bleak cos-
metics market, the strategy of cutting 
prices will effectively goad consumers 
from the mainland of China to loosen 
their purse strings. 

Lin Yue, chief counselor of Lingyan 
Management Counseling, said, “Elimi-
nating the price difference between 
China’s mainland and overseas counts 
as a method of coping with the expan-
sion of middle and high end Chinese 
brands.” More importantly, with more 
international brands coming into China, 
the competition among them intensi"es 
especially given the European market 
downturn. As a result, some brands try 
to grab bigger market share in China 
through adjusting their prices. 
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with high cost to inner region with low 
cost; second, to transfer the produc-
tion line from China to Southeast Asia; 
and third, to bring part of manufacture 
industry back to their own country. On 
a positive note HP will build a factory 
with an area of 20,000 m2 in order to 
perfect their supply chain. Mr. Michael 
Dell, the creator of Dell, con"rmed that 
Dell will continue to invest in China in 
the future. Although Motorola carried 
out the layo%s in Beijing and Nanjing, it 
still believes that Beijing would remain 
one of Motorla’s three chief innovation 
hubs, along with Sunnyvale and Chi-
cago in the U.S. 

At present, the problems of layo%s 
have been inevitable, so it is very im-
portant that enterprises and employees 
should know how to coordinate the re-
lationship smoothly through the tough 
times.

Wang Zhile, an expert on mul-
tinational companies, thought that 
large-scale multinational companies 
should take more social responsibility, 
not just for their shareholders, but also 
for the society. !e key is how to treat 
the employees. Where the talent goes, 
then where the capital $ows. And the 
related departments also should pre-
pare the contingency plans for better 
mediate the contradiction between the 
employers and the employees. 

China Experienced Layoff 
Storm in Multinational
Companies

By Guo Yan

This year might be ca l led 
“the layo% year”. In the past, 
China has never experienced  
mass redundancies f rom 

multinational "rms. But now, the situ-
ation has changed. !e layo% storm has 
reached China. 

More than a quarter of multi-
national firms in China have already 
started laying o% workers, according to 
a survey by a state-controlled employ-
ment "rm. HSBC Group for instance, 
recently announced it was cutting sta% 
numbers by 30,000 globally over the 
next three years, with its Hong Kong 
subsidiary expected to shed 3,000 
employees. Nokia Siemens Networks, 
the world ’s fourth-largest telecom 
gear maker, announced in July to lay 
off around 300 employees in China. 
!is is the company’s second layo% in 
China this year. In March, it cut 350 
jobs in the Chinese market. Due to 
global operators reduced budgets on 
network infrastructure amid economic 
uncertainty, Panasonic, Motorola, and 
Sony also announced their redundancy 
plans.

The recent global economy has 
deteriorated over last three years, for in-
stance the rising labor cost, the pressure 
of RMB appreciation, and the shrink-
ing international market, which has 
brought certain challenges to multina-

4

tional companies, consequently China 
has had to face the impact of large-scale 
layo%. 

Meanwhile, He Manqing, director 
of Multinational Corporation Research 
Center of the Ministry of Commerce, 
pointed out that it is normal that some 
multinational companies cut staff for 
further adjusting their strategies in 
China as some departments of these 
multinational companies are in poor 
situation. It is in accordance with the 
survival of the "ttest market rule. 

Among these layoffs, Motorola 
attracted attention because of their em-
ployees’ protests. Although Motorola 
has historically had a strong presence 
in China, o%ering popular China-only 
models that facilitated writing Chi-
nese characters, their market share has 
dwindled with the rise of Apple Inc.’s 
(AAPL) iPhone and Android o%erings 
from companies like Samsung Elec-
tronics Co. In the "rst quarter of 2012, 
Motorola’s China smartphone market 
share fell to 4.75% from 7.3% in the 
same period a year earlier. 

According to the reports, some 
multinational companies have adjusted 
their structure in China in order to in-
tegrate better and manage costs. Multi-
national companies generally have three 
options: "rst, to transfer the R&D pro-
duction line from China coastal region 
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Foreign direct investment (FDI) has been 
decreasing slightly in China, against the 
backdrop of the uncertainties and the 
gloomy world economy.

Data from the Ministry of Commerce 
showed that FDI into China is on its longest 
losing streak in 3 years as the uncertainty in the 
global economy dampens the corporate spending 
environment.

According to Xinhua, some Southeast 
Asian countries have started to take China’s place 
as the “world’s factory”. For instance, Vietnam is 
usurping China to become the largest producer 
of Nike shoes in 2010. In July of this year, sports-
wear giant Adidas announced that it would close 
its only a#liated factory in east China’s Jiangsu 
Province, with plans to relocate the factory to 
Myanmar.

Research by the United Nations Confer-
ence on Trade and Development (UNCTAD) 
indicates that rising labor and production costs 
in China have made it less competitive than the 
member states of the Association of Southeast 
Asian Nations (ASEAN). Foreign direct invest-
ment into Southeast Asia reached US$117 billion 
in 2011, increasing 26 percent year on year, while 
foreign direct investment to China only increased 
by eight percent, Xinhua reported.

Analysts believe that the transfer of FDI 

was mainly in processing trade and China still 
remains a very attractive destination for FDI, 
with its huge market and industrial upgrading. 

Yet taking the signs of decrease as evidence 
that China is no longer attractive to overseas 
investors is unjustified, as the country became 
the world’s largest recipient of foreign direct in-
vestment in the "rst half of this year, said China 
Daily.

A report released by the United Na-
tions Conference on Trade and Development 
(UNCTAD) showed that China exceeded the 
United States to become the world’s largest re-
cipient of FDI in the "rst six months of 2012. 

In the first six months of the year, China 
attracted US$59.1 billion in FDI while the U.S. 
attracted US$57.4 billion, according to the latest 
Global Investment Trends Monitor.

Positive growth was also seen in China’s in-
land. China’s central regions saw FDI in$ow rise 
19.4 percent year on year in the "rst ten months. 
Investment in the western regions climbed up 6.8 
percent, while in the eastern regions it dropped 
by 6.1 percent, said Xinhua.

It is notable that at a time when global FDI 
is being squeezed by uncertainties ranging from a 
prolonged European debt crisis to a looming US 
"scal cli%, China is proving the most attractive 
place for investment, China Daily commented. 
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Trademark Disputes Call for 
Chinese Enterprises to Value 
Their Brands 

By Cathy Hu

The well-known trademark 
disputes in 2012 have just 
come to an end: one is the 
Wanglaoji trademark dispute 

between Guangzhou Pharmaceutical 
Holdings Limited (Guangzhou Phar-
maceutical) and Hongdao Group, and 
the other is the iPad trademark dispute 

between Apple Inc. 
a n d P r o v i e w 

Technology 
(Shenzhen) 
Co., Ltd. 

(Shenzhen Proview). 
On May 11, 2012, Guangzhou 

Pharmaceutical received the award 
dated on May 9, 2012 from China In-
ternational Economy and Trade Arbi-
tration Commission. According to the 
award, the Supplementary Agreement 
on the “Wanglaoji” Trademark License 
and the Supplementary Agreement on 
the “Wanglaoji” Trademark Licensing 
Contract signed by Guangzhou Phar-
maceutical with Hongddao Group are 
invalid, so that Hongdao Group shall 

stop using the “Wanglaoji” trademark 
and the two parties concerned equally 
share the arbitration charges. 

In accordance with the common 
international practice, the fee for using 
trademark is 5% of the sales revenue; 
therefore, for the annual red-can Wang-
laoji herbal tea sales revenue of RMB 16 
billion, RMB 0.8 billion shall be paid 
as trademark fee. But by Guangzhou 
Pharmaceutical’s practice — 2.3%-3% 
of sales revenue as trademark fee for 
its business partners such as Guang-
zhou Oil & Foodstu% Corp. To use its 
Wanglaoji trademark, red-can Wan-
glaoji is supposed to pay RMB 368-
480 million. 

“The Wanglaoji brand image has 
existed for 185 years, which is an asset 
of the Guangzhou State-owned As-
sets Supervision and Administration 
Commission, whereas the privately-run 
enterprise Jiaduobao Group claimed 
to protect a national brand by tamper-
ing the trademark, which is as a mat-
ter of fact a behavior of stealing state-
owned assets,” said the spokesman from 
Guangzhou Pharmaceutical at the end 
of December just before the court ses-
sion of the Wanglaoji arbitration case.

“The confusion of the Wanglaoji 
trademark can actually mirror the 
overall situation of many domestic 
time-honored trademarks,” some legal 
experts stated. As China is still in the 
stage of building up an intellectual 
property legal system, many laws and 
regulations are far from being perfect 
and some loopholes exist for the author-
ities of intellectual property registration 
and management to handle speci"c ad-
ministration examination and approval. 
“As a result, when these domestic long-
established brands intend to go global, 
they will undoubtedly experience a 
totally different legal framework. As 
the domestic enterprises fail to meet the 
international standards in terms of in-
tellectual property boundary and rights 
ownership, they may face many legal 
barriers from time to time in market 
entry,” legal experts remarked. 

6
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Only two months later, the "nal verdict of the trademark dispute be-
tween Apple Inc. and Shenzhen Proview has also been issued. On the morn-
ing of July 2, Guangdong Supreme People’s Court announced that Apple 
Inc. and Shenzhen Proview had reached a compromise on microblog that the 
former paid USD 60 million to the latter over the iPad trademark dispute.

!e latest announcement from Guangdong Supreme People’s Court 
signals that Apple Inc. and Shenzhen Proview have o#cially made recon-
ciliation over the iPad dispute, which means that Apple Inc. has the right 
now to launch its new version iPad in China. Prior to the iPad trademark 
dispute, Apple Inc. has obtained the domestic 3c certi"cation and then the 
telecommunication network license. In the mean time, the reconciliation 
of the iPad trademark dispute has also put an end to the string of lawsuits 
and closing down to Apple Inc. and its dealers.

!e iPad trademark ownership issue between Apple Inc. and Shen-
zhen Proview can be dated back to June 2010, when Apple Inc. sued the 
latter in Shenzhen Intermediate People’s Court, requesting to a#rm itself 
as the exclusive user of the iPad trademark.

Apple Inc. holds that as early as 2009, it purchased from Shenzhen 
Proview via the British IP company 10 iPad trademarks for seven countries 
and regions, including the EU, China and Singapore, but Shenzhen Proview 
now refuses to ful"ll the agreement on the iPad trademark in China. 

According to Mei Xinyu, Researcher from the Chinese Academy of 
International Trade and Economic Cooperation of the Ministry of Com-
merce, although Shenzhen Proview did not launch iPad products and 
it is Apple Inc. who brings market value to the iPad brand, the current 
intellectual property mechanism empowers Shenzhen Proview to claim 
compensation from Apple Inc. Many Chinese enterprises have su%ered 
a lot from trademarks taken over via registration abroad. Incomplete sta-
tistics from the State Administration for Industry & Commerce shows 
that 15% of famous domestic trademarks were registered by overseas com-
panies in 2005. For instance, Wuliangye was registered in South Korea, 
Konka in the US and Kelon in Singapore. Every year over 100 domestic 
trademarks are registered by overseas counterparts, and even such world-
renowned companies as Siemens has also registered domestic trademarks. 
!e company registered the home-grown trademark Hisense, which has 
long hindered Hisense Company from nudging into the German market. 
!erefore, Apple Inc.’s payment of USD 60 million to Shenzhen Proview 
as reconciliation fee turns out to be a piece of exciting news for the general 
public. However, Shenzhen Proview’s “reaping” from intellectual property 
has also exposed the loopholes of the existing intellectual property system.

!e former CEO of Coca Cola once said that even all the Coca Cola 
plants across the world were burned down over one night, they will be re-
built up by its world’s top brand Coca Cola right on the next day. !us, it 
is clear enough how important to protect a brand.

Feng Guangyuan commented that in the past year, many a dispute 
over brands arose, indicating that over 30 years of economic development, 
China has now ushered in an era to build its own brands. Consequently, 
each and every company is supposed to attach great importance to its 
brand value. !ey shall not either rashly regard their brand name valueless 
or capitalize on the legal loopholes. In Feng’s opinion, brand is of vital sig-
ni"cance to China in the future. !e trademark disputes have sounded the 
right alarm to all the Chinese enterprises. 

When Can We 
Eat Safely? 

Food and drug safety is still a topic of 
concern to people in 2012. !e toxic 
capsule event in April, Joincare’s il-
legal cooking oil event in August, 

and Jiugui Liquor’s overproof plasticizers 
event in November all draw attention of the 
whole nation.

On April 15, the program “!e Secret 
in Capsule” recorded by CCTV Weekly 
Quality Report, exposed some companies in 
Hebei, dealing with leather waste with lime, 
brewing into industrial gelatin, and selling 
to some enterprises in Shaoxing Xingchang 
to make drugs, which ultimately $owed into 
the pharmaceutical companies. Because it 
needs chromium tanning agents in industrial 
processing of leather, the capsule made in 
this way often contains exceeded chromium. 
The two shocking words “toxic capsule”, 
like a bombshell, astonishes people’s hearts. 
Upon testing, it is found many kinds of 
drugs of several pharmaceutical companies 
contain excessive chromium, with the worst 
one exceeding 90 times. 

On August 28, a hearing for China’s 
"rst serious illegal cooking oil case is held by 
Ningbo Intermediate People’s Court, expos-
ing a striking secret of Joincare. For one and 
a half years, Joincare’s wholly-owned subsid-
iaries bought illegal cooking oil worth 145 
million yuan to produce 7-ACA, which is 
the intermediate for antibiotics. !at batch of 
7-ACA has $owed into pharmaceutical mar-
ket. Upon the charge of Prosecuting Author-
ity, Jiaozuo Joincare is the biggest customer 

By Isabelle Guo
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in food production, and made corre-
sponding inspecting methods. !e sec-
ond month, China Alcoholic Drinks 
Association made an announcement 
to carry out the above document, de-
manding that liquor companies “are 
forbidden to use plastics in the process 
of production, storage and sales and 
must strengthen inspection for plastic 
caps that may touch the liquor”. !is is 
the "rst time that plasticizer is related 
to liquor industry in public informa-
tion.

Although no "nal conclusion was 
reached on the overproof plasticizer 
incident of the Jiugui Liquor Co., Ltd, 
the in$uence of this plasticizer-related 
storm has revealed itself.

China Alcoholic Drinks Associa-
tion made a statement on the evening 
of November 19, which recommended 
that the departments of health conduct 
safety risk assessment on the amount 
of plasticizer residues in liquors, and 

work out a safety standard for plas-
ticizer content in liquor products 
based on the assessment result. 

In addition to food, drugs are 
also immediately related to people’s 
safety. Pharmaceutical companies 
are the "rst defensive line of drug 
safety, and they should be directly 
responsible for people’s safety in 
using medication. Common peo-
ple never know what’s wrong with 
the capsules. Some pharmaceutical 
companies disregard national laws 
and pursue commercial profits at 
the expense of people’s health and 
even lives, which is absolutely in-
tolerable.

“The root cause of China’s 
food safety problems is the seg-
mental management of regulators 
and lack of regulatory standard,” 
an expert from the National Food 
Safety Risk Assessment Panel 
said, on a food safety forum in 
August this year. 

In addition, these food and 
drug crises also exposed the lack 
of content standards in relevant in-

dustries. Devoid of relevant inspection 
standards is bound to a%ect the quality 
inspection departments’ regulatory ef-
forts. 

To cope with similar incidents 
and problems, an “iron system” shall 
be established to regulate enterprises’ 
morality. On the one hand, the joint li-
ability of local governments for similar 
negative incidents shall be intensi"ed, 
and institutional construction shall 
be reinforced, so as to eliminate the 
external circumstances in which some 
local governments give “shelters” to il-
legal enterprises. On the other hand, 
besides responsibly improving and per-
fecting relevant inspection and testing 
standards, authorities concerned shall 
perform supervision and regulation 
on a regular basis. As conscience and 
morality are not powerful enough to 
regulate enterprise behaviors, iron sys-
tems and mechanisms are required to 
further strengthen the constraints. 

for illegal cooking oil, nearly half 
of which $ows to Jiaozuo Joincare. 
Its average purchasing price is even 
cheaper than average price for ille-
gal cooking oil by 2,000 yuan/ton. 
As the important intermediate for 
cephalosporin, 7-ACA has taken 
the leading role in international 
antibiotic market. According to 
reporters’ investigation, the use 
of the illegal cooking oil bought 
by Jiaozuo Joincare is to produce 
7-ACA. Nearly a half of net pro"t 
of Joincare that year came from 
Jiaozuo Joincare.

A multitude of problems need 
to be solved in the administration 
of food and drug safety. But one 
fact is clear: no illegal demands, no 
illegal production. It is those phar-
maceutical companies purchasing 
toxic capsules who promote the 
prosperity of underground “leather 
gelatin” industry. !erefore, those 
drug companies involved and their 
responsible persons deserve to be 
punished in accordance with the 
law.

!e recent plasticizer event gives 
people another shock. Since plasticizer 
being found in three types of bever-
ages of Taiwan President Group last 
year, another storm caused by excessive 
plasticizer swept through our life. It 
is a Chinese liquor enterprise Jiugui 
Liquor Co., Ltd. this time. On Octo-
ber 19, Jiugui Liquor, known as No.1 
liquor, was exposed to contain exces-
sive plasticizer up to 260%. According 
to media reports in June, data pub-
lished on June 1 by Taiwan Authorities 
shows that 217 companies, including 
almost all major food manufacturers 
in Taiwan, and 747 types of goods 
are involved in this event. !e follow-
ing announcement made by General 
Administration of Quality Inspec-
tion claims that the importation of all 
problem products reported by Taiwan 
is suspended from June 1. Ministration 
of Health urgently blacklisted PAEs as 
inedible substances that might be used 
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New Policies to Crack down on 
Illegal Overseas Purchasing 
Agents

By Yu Ruili

“Overseas purchasing 
agent” is not a strange 
p h r a s e t o o n l i n e 
shoppers and there 

are always sellers providing overseas 
purchasing services for whatever com-
modity the buyer wants. Attractive 
price is out of question the prime 
drive for shoppers to turn to overseas 
purchasing serv ices, where less is 
spent on the same commodity. !en, 
why not?

By far, overseas purchasing ser-
vices have developed into three major 
categories: individuals or professional 
purchasing agents purchase abroad 
target commodities and then sell the 
commodities domestically; individual 
sellers serve as purchasing agents via 
mail order on overseas shopping sites; 
overseas sellers conveniently purchase 
commodities in the local markets and 
then post them to domestic buyers. 

At present, the popular overseas 
purchases include purchasing from the 
US, Europe and Japan. It is learned 
that purchasing from the US embraces 
cosmetics, nutrition & health products 

and maternal & infant goods; luxuries 
in various brands such as wrist watches 
are the most favorites among purchases 
from Europe; and that digital electron-
ics, trendy clothes, dolls and garage 
kits as well as maternal & infant goods 
are the most popular in purchases from 
Japan.

However, recent ly an a irl ine 
stewardess was sentenced to 11 years 
in prison based on the fact that she 
had brought frequently undeclared 
cosmetics from duty-free stores in 
South Korea and thus had evaded a 
reported RMB 1.13 million in tax. 
This case has put the ever-safe over-
seas purchasing agent to the spotlight. 
Living in fear, many an overseas pur-
chasing agent has quietly hidden their 
“purchasing agent” tag.

An anonymous insider from an 
airline said that the company had a 
policy that the crew shall not pur-
chase commodities for others on the 
purpose of pro"t making; otherwise, 
he/she would be punished by ful l 
$ight suspension or even by the law. 
The specif ic provisions on overseas 

purchasing may vary from airline to 
airline, but the company shall any-
how abide by the relevant regulations 
of the Customs. It is reported that 
just like the passengers, the $ight at-
tendants also have to go through the 
entry and exist inspection but only via 
a fast channel with the same inspec-
tion level, where they will be checked 
or even detained once they break the 
regulation to bring excessive items. 

According to Zhao Zhanling, 
Legal Adviser from the Credit Rat-
ing Center of the Internet Society of 
China, the current overseas purchasing 
agent can be classi"ed into two groups: 
one is commission contract relation, 
such as stewardesses or other individu-
als purchase commodities abroad for 
others; and the other is purchase-sale 
contract relation, where purchasing 
agents sell commodities to consumers 
after purchasing commodities from 
abroad by the means of online stores. 
Under the latter case, the online store 
shall directly hold responsibility to the 
purchase-sale behaviors. 

Impacted by the recent “stewardess 

8
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acting as purchasing agent” case, many 
sellers respond by specially indicating 
on their online stores that the quotation 
has covered Customs duties.

Statist ics from the China E-
commerce Research Center show that 
in 2011 China’s overseas purchasing 
market yielded a transaction volume 
of RMB 26.5 bil lion, up 120.83% 
year-on-year, which is forecasted to 
surge to RMB 48 billion this year. On 
the list of the most popular overseas 
purchases, cosmetics, powdered milk 
and luggage & handbags take the top 
three positions, followed by clothes, 
accessories and electronics.

It is learned that the current over-
seas purchasing agent is categorized 
into three classes: individual parcel 
post; individuals bring commodities 
through the Customs, namely “flesh” 
purchasing or parallel goods traders; 
transportation by normal Customs 
clearance channels. The selling price 
set by overseas purchasing agents 
usually consists of three parts — the 
original purchase price in the overseas 
market, local consumption tax, plus 

international and domestic express ex-
penses.

However, the newly implement-
ed policies by the Customs have made 
the prospect of overseas purchasing 
agent gloomy. The inbound parcels 
from abroad cannot go through Cus-
toms clearance via mail channel any 
more, but via the express pass. In line 
with trade cargo clearance, tax shall 
be paid now for the parcels that were 
before consigned for shipment to an 
overseas third-party transit compa-
nies. As a result, prices for commodi-
ties purchased overseas are on a sharp 
rise, impacting the prof it-making 
luxury website agents or purchasing 
agent platform. Consequently, the 
global purchasing platform of Taobao.
com has registered a transaction vol-
ume plummeting by 1/3. 

In addition, consumers also con-
cern price risk, quality risk and return 
& exchange risk for buying goods 
from an overseas purchasing agent. 
Service and commodity quality is the 
core for e-commerce enterprises to 
compete in the future, and the same 

to the overseas purchasing market. 
In particular, changes in tariff will 
lead overseas purchasing services to a 
sound track for development, but in 
the short run the overseas purchas-
ing market may slip into a recession 
phase. 

Zhao Zhanling holds that with-
out standardized development based 
on a corporate model, overseas pur-
chasing services may not see a promis-
ing prospect. “As the number of pur-
chasing agents is huge, a completely 
rigorous implementation of laws and 
regulations will crack down on the 
sellers on a large scale, which is not 
positive to economic development,” 
said Zhao. “The overseas purchasing 
service may learn from the regulations 
on online purchase of overseas pow-
dered milk, by which only the food 
traders with Food Circulation Permit 
and Business License can engage in 
overseas purchasing business. In this 
way, the overseas purchasing sector 
may embrace opportunities for devel-
opment.”

The overseas purchasing market 
which has long targeted at individual 
consumers will usher in standardized 
development guided by governmental 
policies in the near future. Recently, 
on the “2012-2013 Global Commod-
ity Purchasing Season” held by the 
Brand Management Center of the 
China International Trade Associa-
tion under charge of the Commerce 
Minist r y, the Center announced 
that it will collaborate with Alibaba’s 
Tmall.com to establish the world-
largest “C-TO-B” platform, which 
will target "rst at imported powdered 
milk. The platform will pool the or-
ders for powdered milk across the 
country and then purchase quality 
powdered milk in the global market 
based on one-time order placing and 
price negotiation, by which the price 
is expected to be lower by 1/3 than 
that of the powdered milk bought 
from a purchasing agent. 
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By Cui Xiaoling

Online retail sales are ex-
ploding in China. Of Chi-
na’s 513 million Internet 
users, 194 million (versus 

170 million in the United States) shop 
online. This is more than double the 
number in Japan and "ve times that of 
the United Kingdom.

In 2011, China’s online retail sales 
totaled RMB 750 billion, up by 60% 
from 2010, according to the Ministry 
of Commerce of China. !e "gure will 
triple to RMB 2 trillion in the next 
few years. !at means by 2015, China 
may overtake the US as the world’s 
largest e-commerce market — with 
online sales growing to represent 8% 
of all retail sales, Boston Consulting 
Group predicts.

Chinese e-retailers are investing 
heavily in advertisement, distribu-
tion centers and expansion of business 
scope, in many cases accepting losses 
now in hopes of gaining a larger share 
of the huge market. “At this stage, 
they are caring more about sales vol-
ume rather than pro"ts,” said Jingwen 
Ruan, chief operating officer of iRe-
search.

As a result most of the largest e-
retailers are still struggling to become 
sustainably pro"table. And the escalat-
ing price wars this year have further 
eaten into their pro"ts, if there is any. 
Price wars escalate 

Since the beginning of 2012, a 
life-or-death year for e-commerce, 
major Chinese online stores including 
Jingdong Mall (or 360Buy) and Suning 
Appliance Co., Ltd have been mired in 
comprehensive price wars.

Started by Suning in April, the 
"rst round of price wars involved major 
business-to-customer (B2C) retailers 
including Guomei, Dangdang, Tmall, 
and 360Buy. !e second round of wars 
was waged by 360Buy in June on its 
founding anniversary. !e third round 
of price wars is quick on the trigger 
after Suning announced to allocate one 
billion yuan in August on the occasion 
of its third anniversary to further com-
pete on price.

China’s e-commerce industry de-
scended into full-scale war in August: 
Suning, Gome, and 360Buy vowed to 
undercut each other on electronics and 

appliance sales, with several other sites 
taking sides, mostly against 360Buy. 

The price war was supposed to 
benefit consumers, but turned out to 
be a promotional stunt. A government 
investigation "nds many of the original 
promotions were a sham.

China’s National Development 
and Reform Commission is investigat-
ing into irregularities in “wartime” 
pricing and distribution. The NDRC 
has found that some of the competitors 
raised their prices before announcing 
price cuts; goods were listed as out of 
stock despite being available; and prod-
ucts sold “at cost” were sold at a premi-
um. !e NDRC is yet to publish a "nal 
verdict, but it is likely to impose fines 
on some or all of the parties involved. 
A step closer to consolidation 

Statistics showed that major e-
commerce companies spent as high as 
seven billion yuan in May and June on 
price wars, said home appliance indus-
try expert Liang Zhenpeng. 

He predicted that the price wars 
will not stop until some online busi-
nesses are marginalized due to huge 
losses.

After rounds of head-to-head price 
battles among the online companies, 
some escaped narrowly from death 
while others went to the dogs.

Industry insiders said that al-
though the promotions or tactics have 
raised sales volume, the price cuts 
squeezed the already limited pro"t mar-
gin, making many companies hogging 
the limelight at the expense of pro"ts.

Statistics showed that 360Buy’s 
gross margin was only seven to eight 
percent annually, while U.S. online re-
tailer Amazon’s gross margin was above 
20 percent. Price wars are thus believed 
to bring bigger losses to those more ad-
venturous online companies.

Chinese netizens said for the time 
being price wars play an important role 
in the e-commerce market, but for the 
long run, service and reputation will be 
the major factors to win customers. 

E-commerce Price War

9
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By Guo Yan

Why is the Golden Holiday 
So Worrying?

This year Mid-Autumn Festi-
val and National Day linked 
together from September 30 
to October 7. Eight days is 

the longest holiday in the history of the 
“Golden Week”, China’s expressways 
were toll-free, and some scenic spots 
charged lower prices, all these were a 
great stimulus to the public consump-
tion demand. Resultantly the holiday 
economy is becoming consumption 
growth booster. 

According to the monitoring of 
MOFCOM, sales value of retailers and 
catering enterprises amounted to RMB 
800.6 billion, with a year-on-year in-
crease of 15%. 

According to the statistics, more 
than 740 million people traveled by 
road, railway and airlines during the 
golden week, which set a new record 
over the same period. If we only look at 
the account of holiday economy, double 
increases of the number of travelers and 
tourism revenue show the strong desire 
and the high spending power of the 
citizens. However, from another point 
of view, to watch the “Golden Week”, 
people also could understand the rising 
costs were behind the record. Even it is 
di#cult to measure with simple numbers.

Most expressways in the country 
were with free-toll for passenger cars 
with fewer than seven seats during the 
holiday period. However passengers 
driving cars soon found out that the 
roads were not just with the free toll, 
but also had heavy tra#c on main ex-
pressways. Li Daokui, a renowned pro-
fessor of economics criticized the toll-

free policy in a micro blog post, calling 
it the most foolish policy in the world. 
And he said the move had caused mas-
sive tra#c jams. According to the Min-
istry of Public Security, 68,422 traffic 
accidents during the holiday, led to the 
death of 794 people. 

Besides, there were crowds in the 
scenic spots. According to the National 
Tourism Administration, the country’s 
119 major scenic spots received 34.25 
million visitors over the eight-day holi-
day, up 21 percent from the same period 
last year. Tourist spending surged by 
nearly a quarter from last year, up to 
RMB 1.77 billion ($278 million), an in-
crease of 24.96% from the same period 
last year. 

In Beijing, the reception capability 
achieved 182,000 passengers in a single 
day in the Imperial Palace, a highest re-
cord in the history. Gulangyu its best re-
ception capacity is about 8000 to 15,000 
every day, on October 2 the number 
of passengers was up to 120,000, and 
also made a new record. Besides, the 
"rst three days of National holiday, the 
sky road over 20 km lies in the south of 
Lushan Mountain became a parking 
lot, 50 tons of garbage scattering around 
Sanya beach, and as well as the “the 
Huashan On knife” incident, which left 
the memories to the passengers that were 
not pleasurable but nightmarish. 

At present, there are more than 
5,500 A level scenic spots, but only 136 
5A level scenic spots. With the great 
demand of tourism, the 5A spots are in 
short supply. If there were more tourism 
programs and choices, people would 

not have to crowd together in these few 
spots. Related experts thought that to 
expand the development and the con-
struction of the new scenic spots, the 
problem of crowed visitors in short term 
could be solved.

In addition, the lag of scenic man-
agement is another importante reason. 
Dr. Yang Yanfeng from China Tourism 
Academy pointed out that nowadays, 
most of the domestic 3A or below 3A 
scenic spots are lack of hardware facili-
ties and scienti"c management, moni-
toring equipment for example is not 
available, and it is hard to supervise and 
regulate the f low of passengers. Even 
though some 5A scenic spots have com-
plete measures, at the key time, they 
refuse to implement them. They focus 
on the economic pro"ts, but ignore the 
social bene"t.

Some experts believed that lo-
cal governments should make strict 
management rules and regulations, if 
the scenic spots ignore the safety then 
they should be punished. Professor Xia 
Lingen from Tourism Department 
of Fudan University thought that the 
relevant government departments and 
enterprises should release the real-time 
information in time — jointly as far as 
possible to optimize the allocation of 
resources. In addition, an appointment 
to visit is also a good control means, for 
example, the Potala Palace only receive 
2,600 visitors daily, which protects the 
historical building, and allows visitors 
to feel comfortable.

In order to avoid the huge pressure 
from the crowds during peak Chinese 
Holidays, many experts expressed that 
China should implement more kinds of 
paid leave systems to provide more choices 
for citizens not just the “Golden Week”, 
then people do not need to rush out at the 
same time. It would be better to enjoy the 
holiday and have a good rest. 

10
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China, EU Eye Strategic Relationship

Ten Highlights of
Regional Trade Relations

China’s economy and trade development is based on close cooperation with other coun-
tries and districts. In the context of the slow and bumpy recovery of the global economy,  
China needs to enhance ties with its friendly partners based on mutual trust and equality. 
The “Ten Highlights of Trade Relations” selects the important trade relations between Chi-
na and other districts of the world throughout this year.

first six month of 2012 decreased due 
to continued growth in export. EU ex-
ports to China rose from 66 billion euro 
in the first six months of 2011 to 73 bil-
lion euro in the first six months of 2012, 
while imports stabilized at just over 140 
billion euro. !e deficit reached its peak 
in 2008 of 170 billion euro, then gradu-
ally fell to 156 billion euro in 2011.

China and the EU issued a joint 
communiqué on a stronger comprehen-
sive strategic partnership between the 
two sides at the 15th China-EU Summit 
in September in Brussels. In the docu-
ment titled “Towards a stronger China-
EU Comprehensive Strategic Partner-
ship,” leaders of the two sides reached 
understandings and consensus on a 
broad range of issues, Xinhua reported.

On the China-EU Comprehensive 
Strategic Partnership, both sides were 
determined to continue to develop the 
partnership to further increase its stra-
tegic dimension and bring China-EU 
cooperation to a higher level.

Since China and the EU estab-
lished a comprehensive strategic part-
nership in 2003, their relationship has 

1

Leaders form China and the EU at the 15th China-EU Summit

China and the European Union 
are seeking closer cooperation 
from a strategic perspective in 
the context of stagnant world 

economy and the euro debt crisis.
!e past decade has seen the surg-

ing trade volume between China and 

EU. EU’s export surged from 26 billion 
euro in 2000 to 136 billion in 2011, 
while import shot from 75 billion euro 
to 293 billion at the same time, accord-
ing to a report by Eurostat.

The report also shows that EU 
trade deficit with China during the 
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made remarkable progress and become among the most 
influential bilateral relations in the world, Premier Wen 
Jiabao was quoted as saying. He said the China-EU rela-
tionship is facing unprecedented development opportu-
nities as the international situation undergoes profound 
changes.

!e prolonged European debt crisis has left the bloc 
increasingly dependent on trade and investment ties with 
China, a major buyer of the euro zone government debts 
and the world’s largest holder of foreign exchange reserves. 
And China is ready to lend a hand. China rea"rmed its 
support for European integration, Europe’s e#orts to solve 
its debt crisis, and the stability of the euro zone.

“The efforts to address the international financial 
crisis and the European debt crisis have helped the rela-
tionship between China and the EU to become more ma-
ture and stable,” Wen said at the third EU-China High-
level Strategic Dialogue held in Beijing in July.

Wen also rea"rmed that China will back Europe’s 
measures to boost market confidence and called for closer 
cooperation between the two sides in infrastructure, in-
vestment, finance, new technology and environmental 
protection.

!ough the two sides are enhancing trade relation-
ship, disputes have loomed even though the trade volume 
between the world’s second-largest economy and the big-
gest trade bloc hit 567.2 billion U.S. dollars in 2011, four 
times the volume seen 10 years prior.

In the latest spat, which emerged earlier this 
month, the European Commission launched an anti-
dumping investigation into imports of solar panels and 
key components from China, claiming that the prod-
ucts were exported from China below cost, threatening 
the products’ EU counterparts.

Analysts said that as two major trade partners, China 
and the EU should set an example for the rest of the world 
in settling trade disputes without harming trade ties. 

China was the EU’s No. 2 trading partner next to the 
United States, accounting for 9 percent of EU exports and 
16 percent of EU imports in the first half of 2012, the Eu-
rostat’s report said. 

According to Wen, as the most fruitful part of the 
China-EU relationship, two-way trade reached 567.2 bil-
lion U.S. dollars in 2011, representing an average annual 
increase of 20.8 percent since 2003. The EU has been 
China’s top trading partner for eight consecutive years. 

Meanwhile, the European bloc is also China’s larg-
est source of technology imports, with related contracts 
having aggregated 150 billion dollars. People-to-people 
exchanges have also become increasingly frequent. Nearly 
2 million Chinese went to Europe in 2011 for tourism 
and study, marking a fivefold increase since 2003. 
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2The Fourth Round of the U.S.-
China Strategic and Economic 
Dialogue was held in Beijing 
on May 3-4, during which the 

two sides exchanged views on bilateral, 
regional and global issues.

Below is a brief summary by China 
Briefing of the key points coming out of 
the fourth round of the Dialogue, ac-
cording to a news release posted on the 
Chinese government’s o"cial web site.
U.S.-China macroeconomic 

cooperation

In the medium term, the United 
States will be dedicated to transforming 
the pattern of economic growth, increas-
ing the level of investment and exports, 
and raising its aggregate savings rate back 
to the average levels seen between 1980 
and 2010. Moreover, the United States 
promises to make e#orts to cut its deficit 
in order to reduce the proportion of debt 
in the economy.

Meanwhile, China will be devoted 
to reforming its development pattern, 
improving the livelihood of its citizens, 
and actively seeking to expand domestic 
demand. In order to achieve these goals, 
e#orts will be made to lower import taxes 
on commodity goods, accelerate its VAT 
reform, and improve the collection system 
of state-owned capital gains.
Further opening-up and 

investment

The United States will take into 
consideration China’s request for fair 
treatment in reforming the export con-
trol system. Moreover, the United States 
promises to accept and review China’s 
request to purchase high technology 
for civilian use. The United States also 
promises CFIUS’s fair treatment of 
investors from all over the world and 
welcomes foreign investment by continu-
ing improvements in the country’s infra-
structure.

With regards to foreign trade 
and investment, China is dedicated to 
strengthening its supervision and en-
forcement of intellectual property rights. 
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Furthermore, China promises fair treat-
ment to all foreign investment in China 
regardless of the country of origin.
Global standards and global 

economic governance

China and the United State will 
team up to establish credible interna-
tional guidelines for exports that cater 
to the interests and specific situations of 
di#erent countries under the “Joint Fact 
Sheet on Strengthening U.S.-China 
Economic Relations” released in Febru-
ary 2012. An agreement is expected to 
be reached in 2014.

In order to better promote a global 
standard and further the global eco-
nomic government, the two countries 
also agree to: strengthen information 
exchange under TPP and the China-
ASEAN Free Trade Agreement ; 
boost communication and exchange 
of ideas on bilateral trade statistical 
methods between the two countries; 
acknowledge that the currencies 
with Special Drawing Right (SDR) 
should follow the existing standard. 
!erefore, the United States supports 

Chinese RMB to be granted SDR 
when meeting the standards of IMF; 
support the comprehensive regulating 
and decision-making system the IMF 
is promoting. 

reform

China and the United States en-
deavor to construct a healthy global 
financial system that aims at supporting 
the real economy and implementing the 
framework of supervision agreed upon 
in the G20 summit. Both sides will keep 
working on a better supervision regime 
for important financial institutions, a 
functioning risk treatment mechanism, 
an efficient treatment system for f i-
nancial companies, and a management 
system for financial derivatives. !e two 
countries promise to further the reform 
of the salary system of financial institu-
tions and support the establishment of 
a unified high-quality accounting stan-
dard on a global scale.

!e United States welcomes foreign 
investment in the financial sector and 
promises fair treatment for the applica-

tions of Chinese-funded banks, security 
companies and funds to enter the U.S. 
market.

China promises to allow foreign 
automobile financial services companies 
and financial leasing companies to issue 
bonds in China. The country has also 
carried out a pilot scheme to equal treat-
ment of foreign and domestic financial 
institutions in the field of credit asset. 
Moreover, the Chinese government 
will revise related regulations to allow 
foreign investors to hold no more than 
49 percent of shares in a joint-venture 
security company. Joint-venture security 
companies can serve as stock (including 
stocks in RMB and foreign currencies) 
and bonds (including government and 
corporate bonds) sponsors and under-
writers. Joint-venture security compa-
nies will be allowed to expand the scope 
of business after two years of business if 
they meet related standards. The Chi-
nese parties promise that foreign inves-
tors can hold up to a 49 percent share in 
a futures brokerage company. Lastly, the 
Chinese government will lift the quota 
of QFII to $80 million. 
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ASEAN, Partners Negotiate World’s 
Largest Regional FTA

By Thomas Zhu

3

ASEAN and its partners on 
November 20 launched ne-
gotiations of a comprehensive 
partnership agreement that 

when completed will be the world’s big-
gest regional free trade deal, Xinhua 
reported, citing an o"cial statement.

Australia, China, India, South 
Korea, Japan and New Zealand of-
ficially kicked off negotiations for the 
Regional Comprehensive Economic 
Partnership or RCEP at the final day of 
the 21st ASEAN Summit and related 
summits.

!e idea was first mooted at the 19th 
ASEAN Summit in November 2011.

The significant progress made in 
ASEAN’s FTAs with China (ACFTA), 
Japan (AJCEP), South Korea (AK-
FTA), India (AIFTA), and Australia 
and New Zealand (AANZFTA) has 
put these trading partners in a posi-
tion to bring to a higher level economic 
partnership, said the report.

When completed, the RCEP will 
span 16 countries with a combined 
market of over 3 billion people and a 
combined GDP of about  $19.78 trillion 
based on 2011 figures.

“With the region accounting for 

Development of Dawei Special Eco-
nomic Zone (DSEZ) in Myanmar.

Meanwhile, the much-vaunted 
Trans-Pacific partnership (TPP), aim-
ing to wrest back U.S. initiative in the 
economically rich trade opportunities 
across the Pacific, made one step fur-
ther on Monday as the United States 
launched an initiative with the ten 
ASEAN nations in Phnom Penh to 
smooth a path for Asian nations to link 
up with the TPP, said Xinhua.

!e RCEP is easier to be accepted 
compared with TPP, which requires 
deeper extent of opening up, as it is 
likely to adopt a gradual way in opening 
up member nations’ market given that 
development gap remains, according to 
Xu Ningning, executive vice secretary-
general of the China-ASEAN Business 
Council.

China, the ASEAN’s biggest trade 
partner, saw their bilateral trade up 8.2 
percent year on year to reach $288.9 bil-
lion in the first nine months.

China’s Premier Wen Jiabao said 
on November 19 when attending the 
15th ASEAN Plus !ree Summit that 
China supports pushing forward an 
Asian free-trade area. 

more than half of the global market and 
about a third of the global economic 
output, there is no doubt that a success-
ful RCEP would significantly contribute 
and boost global trade and investment,” 
Dr. Surin Pitsuwan, Secretary-General 
of ASEAN, was quoted as saying.

The landmark event in Phnom 
Penh comes at a time when economic 
recovery e#orts continue to be seriously 
challenged by the volatile global finan-
cial and economic situation.

Asia’s economy, largely hinging on 
overseas shipment to the developed na-
tions, has been jeopardized by the debt-
laden Europe and the economically 
wobbling U.S., with even a slowdown in 
high-fly economies China and India.

RCEP negotiations are expected 
to commence in 2013.!e talks on the 
ASEAN-led trade deal, which will 
create an area accounting for about a 
quarter of the world’s gross domestic 
product, is expected to go into e#ect by 
the end of 2015. 

Smaller countries such as Myan-
mar progressed on economic agree-
ments. On November 19, !ailand and 
Myanmar signed a joint agreement to 
move ahead with the multi-billion dollar  
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China Enhances Ties 
with Northeast Asia

By Richard Zhu

4

China has been making great e#orts in enhancing economic ties with 
countries in the Northeast Asia, as the area has enormous growth 
potential for the world economy in the future.

Trade ministers from China, Japan and South Korea an-
nounced on November 20 the launch of the FTA talks on the occasion of 21st 
Summit and Related Summits, Xinhua reported.

!e ministers further decided that the first round of the trilateral FTA 
negotiations would be held in early 2013.

!e agreement was reached at a meeting of the economy and trade min-
isters from the three countries amid a flurry of maneuvering over a number of 
potential free trade arrangements involving Asian nations.

A free trade pact among China, South Korea, and Japan will encom-
pass three of the world’s biggest economies, South Korea’s trade minister 
said. And according to the business daily Nikkei, Japan, China and South 
Korea depend on each other for about 20-30 percent of their external trade. 
Fu Ying, Chinese vice foreign minister, also described the FTA between 
Japan, China and South Korea as “a powerful engine to advance economic 
integration in the region.”

In recent conference, Foreign Ministry 
Spokesperson Hua Chunying pointed out 
that China, Japan and the ROK are world’s 
major economies. The total economic out-
put of the three in 2011 accounts for about 
one fifth of the world. !e establishment of 
China-Japan-ROK FTA reflects the actual 
demands of trade and economic cooperation 
among them and is of far-reaching signifi-
cance for strengthening economic and trade 
ties among the three and promoting regional 
economic integration in East Asia.

Since 2003, when the nation pushed 
forward a strategy to revitalize the old 
industrial bases in Northeast China, Dan-
dong has vigorously developed its shipping 
and port-related industries due to its re-
gional advantage as a port and border city.

Additionally, China and DPRK have 
formally initiated joint development pro-
grams in DPRK’s Hwanggumpyong and 
Wihwa islands.

Both sides will encourage the develop-
ment of special economic zones on the two 
islands under the principles of government-
guided, corporate-operated and market-
oriented development, and mutual benefits.

Japan, Russia’s far east, the ROK, 
the DPRK, Mongolia and China’s prov-
inces of Heilongjiang, Jilin, Liaoning and 
northeastern part of Inner Mongolia Au-
tonomous Region make up Northeast Asia, 
which covers a combined area of nearly 9 
million square km and is home to about 
300 million people.

Combined gross domestic product 
(GDP) of Northeast Asia accounts for 
about one fifth of the world total and more 
than 70 percent of that of Asia.

Scholars predicted that within five 
years, the total GDP of the area will ac-
count for a quarter of the world and econo-
my scale of the area will rise to $24 trillion, 
surpassing that of Europe Union and North 
America.

In spite of its position in the world 
economy, economic cooperation and ex-
changes in Northeast Asia remain at a low 
level compared with other regions such as 
East Asia or Southeast Asia. 
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By Guo Yan

5 China Still a Most Important Market for 
Japanese Companies

This year marks the 40th an-
niversary of the normalization 
of diplomatic relations be-
tween China and Japan. Due 

to the fact the Japanese government an-
nounced its intention to “purchase” the 
Diaoyu Islands so as to implement the 
so-called “nationalization” in September, 
the related celebrating events were post-
poned. Consequently the Japanese gov-
ernment’s rash move has even impacted 
the bilateral economic trade between the 
two countries ranging from tourism to 
Japanese household appliances and autos 
during this period. 

According to statistics from Ja-
pan, during the “golden holiday” of the 
Chinese National Day, approximately 
100,000 Chinese tourists canceled travel 
plans to Japan, which significantly hit the 
Japanese tourism industry. The soured 
Sino-Japanese relations wield impact on 
the Japanese tourism, no second to that 
from the violent Japanese earthquake in 
2011. 

!e Japanese brands are leading the 
household appliance sector. However, 
the escalation of the Diaoyu Islands dis-
putes has substantially dragged down the 
sales volume of the Japanese household 

appliance brands since August. Suning’s 
statistics in August showed that in its 
stores, the Japanese color TV market has 
been nibbled up by the Korean brands 
as well as the home-grown brands rep-
resented by TCL and Skyworth. More-
over, Panasonic and Toshiba have been 
forced out of the top 10 on the sales list. 

As for the auto market, the China 
Association of Automobile Manufac-
turers published data on October 10 
that in September the Japanese brand 
passenger vehicles saw a sales slide of 
40.8% in China. While hitting Japa-
nese auto companies, the islands dispute 



60

 

E
C
O
N
O
M
Y Ten Highlights of

Regional Trade Relations

 

benefited brands from other countries. Sales of Germany, U.S., 
South Korean and French brands in September rose at annual rates 
of 13.8 percent, 15.1 percent, 9.4 percent and 9.2 percent, respec-
tively, statistics from the association showed. And Chinese brands 
such as the Great Wall, Geely and Chery returned back to the top 
ten auto brands in China. 

According to the statistics published recently by the Ministry of 
Commerce, Japan invested a total of USD 100 million in China during 
the first three quarters, achieving a year-on-year rise of 17%. Some Jap-
anese experts remarked that the majority of the Japanese enterprises rely 
on the overseas markets as their important profit source, in particularly 
the Chinese market. Many Japanese sectors like the Japanese electronics 
sector are reaping profits mainly from the Chinese market. As a result, 
once China resorts to economic sanctions, the Japanese enterprises will 
out of question bear the brunt.   

!e straining Sino-Japanese relations have caused some Japanese 
enterprises to quicken their “de-Sinification” pace by diverting the 
investment and manufacturing sites to some other countries such as 
the Southeast Asian countries, Japanese media reported earlier. Japan 
may reinvest some labor-intensive businesses to Southeast Asia, but 
the Chinese market cannot be completely replaced, not only because 
the Chinese market boasts of vast land, a full range of infrastructure 
and abundant human resources, but also because that the Japanese in-
vestments in China usually involves an entire industrial chain, which 
is not easy to be transferred at a large scale, said Ma Yu, Director from 
the Foreign Investment Department of the Chinese Academy of In-
ternational Trade and International Cooperation under the Ministry 
of China. 

Despite the decline of the sals, in recent auto show in Guang-
zhou, Hiroji Onishi, a senior managing o"cer in charge of Toyota’s 
China business, vowed that Toyota will continue with its ambitious 
plans in China, and he announced that Toyota will launch two brands 
next year independently developed by its joint ventures FAW Toyota 
and Guangqi Toyota. And Toyota also plans to introduce 20 new 
models to the Chinese market over the next three years, he added. 
He said the right attitude to solve problems in China is to “truly love 
China and think with a Chinese perspective,” advice given him by 
Akio Toyota, the first chief of Toyota’s China operations and now 
president of the auto giant. He added: “China is the most important.” 
According to Tian Congming, senior vice president, FAW Toyota 
Motor Sales Co., Ltd, the tile of Toyota China will be changed into 
China Toyota, in a further step to stress localization.

Due to Japan’s acts, the negotiation about FTA between China, 
Japan and South Korea that planned to discuss was a#ected in the 
first half year of 2012. However, Qin Gang, spokesperson of Foreign 
Ministry said that the ministers might be willing to temporarily set 
aside such issues for the sake of the economy. 

Although the impact of “Purchase of Diaoyu Island” has influ-
enced on the bilateral political, trade and culture, etc in the long term, 
from another point of view, the free trade agreement would boost the 
bilateral economic growth and pave the way for more stable political 
relationships in the region. 

The Fifth Ministerial Conference of the 
Forum on China-Africa Cooperation 
(FOCAC) was held in Beijing from July 
19th to 20th, 2012. The forum bridges 

contacts and exchanges between Chinese and Af-
rican people. Since its inception in 2000, FOCAC 
has grown into the premier mechanism for collec-
tive dialogue and practical cooperation between 
China and Africa in the new era. It has enabled 
China-Africa cooperation to expand in scale and 
scope and advance to a higher level. 

Trade between China and Africa countries 
has been increasing since the forum was first es-
tablished in 2000. According to the stats from the 
Ministry of Commerce, in 2009, China became 
Africa’s largest trade partner. In 2011, against the 
background of global economic downturn, Sino- 
African trade value made a new record of 160 
billion US dollars, marking China-Africa trade 
and economic relation embraces a continuous and 
stable development. China’s investment in Africa 
has grown by as much as 30 percent annually over 
the last few years, faster than in any other conti-
nent. Investment grew from US$1.59 billion in 
2008 to US$5.4 billion in 2009. Till June of 2012, 
the amount that China invested in Africa is up to 
US$45 billion, in which the direct investment is 
more than US$15 billion, the manufacture, finan-
cial and construction industry account for 60%. 
Nowadays, 2,180 Chinese companies are engaged 
in 8,000 projects in Africa, mainly in infrastructure 
and agriculture. China is also involved in the new 
energy business, building solar power and wind 
power stations across the continent. At the same 

time, Africa is China’s second largest 
overseas market for contracted projects.

All these data show that since the 
forum was launched, the bilateral be-
tween China and Africa has developed 
rapidly. Louise Mushikiwabo, Minister 
of Rwanda Ministry of Foreign A#airs 
and Cooperation stated that China-
Africa Cooperation Forum mechanism 
benefits both China and Africa. Despite 
the many di"culties confronting Chi-
na, China earnestly implemented all the 
follow-up actions of the fourth Minis-
terial Conference, including scaling up 
assistance, providing concessional loans, 
canceling debts and tari#s, earmarking 
special loans for African SMEs, build-
ing schools, hospitals and agricultural 
technology demonstration centers, and 
sending agricultural experts. And at the 
forum, President Hu Jintao mentioned 
that in the future China will expand co-
operation in investment and financing 
to support sustainable development in 
Africa, and will provide US$20 billion 
of credit line for African countries to 
assist them in developing infrastructure, 
agriculture, manufacturing and small 
and medium-sized enterprises. 

In recent years, western countries 
smeared China with “new colonial-
ism” and “China threat theory”, trying 
to block the further development of 
China-Africa cooperation. !e aid from 

China is without any added conditions, 
Yang Jiechi, minister of the Ministry 
of Foreign stressed: “African people are 
the owners of Africa. We need to re-
spect African countries’ right to choose 
partners of cooperation on their own.” 
And Cote d’Ivoire President Alassane 
Dramane Ouattara expressed that the 
development of China is not a threat 
but a great opportunity. Financial Times 
commented that Chinese investments, 
made for sound business reasons and 
boosting employment and growth, o#er 
new hope and an alternative way for-
ward. !e infrastructure that the Chi-
nese are building will also have positive 
spin-o# e#ects for industries outside of 
natural resources. Chinese traders have 
brought cheap consumer goods to Afri-
ca. !e article also criticised that former 
colonial powers are in a weak position 
to lecture China on Africa. 

With the shift of some Chinese 
industries to African countries, an in-
creasing number of Chinese enterprises 
are eyeing the competitive advantages 
of labor and consumer markets in Af-
rica, and have started to move their 
production there, which could create 
more jobs, Chen Deming said during 
the forum. 

He also pointed out that in the 
future China will adjust cooperation 
ways to forge a new type of bilateral  

partnership. These changes include pro-
viding more technique teaching, strength-
ening sub-regional cooperation in Africa, 
and creating favorable environments for 
cultural and economic exchanges. And 
China also keeps on providing more aids 
to benefit African people. 

During the Forum on China-Af-
rica cooperation, Africa countries also 
expressed their hopes to further expand 
the cooperation with China in more 
fields. Mahamadou Issoufou, President 
of Niger mentioned that Niger hopes to 
expand the cooperation with China. At 
present, China’s increasing investments 
in Niger, and Niger-China cooperation 
covers resources, infrastructure and 
other comprehensive areas. Niger plans 
to construct railways, and we welcome 
participants from Chinese investors. In 
addition, Niger has rich groundwater 
resources and irrigational land, and 
plan to promote the development of 
irrigation farming. We hope Chinese 
advanced agricultural techniques can 
help realize self-su"ciency in food pro-
duction in Niger.

While, Africa is rich in resources, 
energy and opportunities due to rapid 
economic growth, and all these would 
drive Chinese enterprises to further in-
crease investments there. However, Chi-
nese enterprises should also pay special 
attention to investment risks. 
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time, Africa is China’s second largest 
overseas market for contracted projects.

All these data show that since the 
forum was launched, the bilateral be-
tween China and Africa has developed 
rapidly. Louise Mushikiwabo, Minister 
of Rwanda Ministry of Foreign A#airs 
and Cooperation stated that China-
Africa Cooperation Forum mechanism 
benefits both China and Africa. Despite 
the many di"culties confronting Chi-
na, China earnestly implemented all the 
follow-up actions of the fourth Minis-
terial Conference, including scaling up 
assistance, providing concessional loans, 
canceling debts and tari#s, earmarking 
special loans for African SMEs, build-
ing schools, hospitals and agricultural 
technology demonstration centers, and 
sending agricultural experts. And at the 
forum, President Hu Jintao mentioned 
that in the future China will expand co-
operation in investment and financing 
to support sustainable development in 
Africa, and will provide US$20 billion 
of credit line for African countries to 
assist them in developing infrastructure, 
agriculture, manufacturing and small 
and medium-sized enterprises. 

In recent years, western countries 
smeared China with “new colonial-
ism” and “China threat theory”, trying 
to block the further development of 
China-Africa cooperation. !e aid from 

China is without any added conditions, 
Yang Jiechi, minister of the Ministry 
of Foreign stressed: “African people are 
the owners of Africa. We need to re-
spect African countries’ right to choose 
partners of cooperation on their own.” 
And Cote d’Ivoire President Alassane 
Dramane Ouattara expressed that the 
development of China is not a threat 
but a great opportunity. Financial Times 
commented that Chinese investments, 
made for sound business reasons and 
boosting employment and growth, o#er 
new hope and an alternative way for-
ward. !e infrastructure that the Chi-
nese are building will also have positive 
spin-o# e#ects for industries outside of 
natural resources. Chinese traders have 
brought cheap consumer goods to Afri-
ca. !e article also criticised that former 
colonial powers are in a weak position 
to lecture China on Africa. 

With the shift of some Chinese 
industries to African countries, an in-
creasing number of Chinese enterprises 
are eyeing the competitive advantages 
of labor and consumer markets in Af-
rica, and have started to move their 
production there, which could create 
more jobs, Chen Deming said during 
the forum. 

He also pointed out that in the 
future China will adjust cooperation 
ways to forge a new type of bilateral  

partnership. These changes include pro-
viding more technique teaching, strength-
ening sub-regional cooperation in Africa, 
and creating favorable environments for 
cultural and economic exchanges. And 
China also keeps on providing more aids 
to benefit African people. 

During the Forum on China-Af-
rica cooperation, Africa countries also 
expressed their hopes to further expand 
the cooperation with China in more 
fields. Mahamadou Issoufou, President 
of Niger mentioned that Niger hopes to 
expand the cooperation with China. At 
present, China’s increasing investments 
in Niger, and Niger-China cooperation 
covers resources, infrastructure and 
other comprehensive areas. Niger plans 
to construct railways, and we welcome 
participants from Chinese investors. In 
addition, Niger has rich groundwater 
resources and irrigational land, and 
plan to promote the development of 
irrigation farming. We hope Chinese 
advanced agricultural techniques can 
help realize self-su"ciency in food pro-
duction in Niger.

While, Africa is rich in resources, 
energy and opportunities due to rapid 
economic growth, and all these would 
drive Chinese enterprises to further in-
crease investments there. However, Chi-
nese enterprises should also pay special 
attention to investment risks. 
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7 China, South Asia Seek for 
Trade Balance

By Richard Zhu

South Asia countries are calling 
for China to play a bigger part in 
boosting the local economy and 
narrowing their trade deficit.

The countries in the region are 
willing to increase exports to China and 
inviting more Chinese investments.

According to o"cial statistics, the 
trade volume between China and South 
Asian countries reached US$97.43 bil-
lion in 2011, marking a 20.9 percent rise 
year on year. But the fast growth is char-
acterized by a rising trade imbalance.

“In India, there are a lot of demands 
for Chinese manufactured goods, which 
boast good quality and low prices, so 
China’s export has been growing up very 
fast, but India’s export to China has not 
been expanding at the same pace,” said 
Indra Mani Pandey, consul general of 
India in Guangzhou, at the 7th China-
South Asia Business Forum held in June 
in Kunming, capital of Yunnan province.

Total India-China trade in 2011 
was US$73.9 billion, with US$50 billion 
accounted for by China’s export to India 
and 23 billion dollars by India’s export to 
China, Xinhua reported.

!e consul general explained that, 
to further unlock trade potential, In-
dia hopes to export more IT services, 
pharmaceuticals, engineering goods and 
agricultural products to tap into China’s 
surging domestic demands.

South Asian countries are also 
calling for the arrival of more Chinese 
investments.

China has the capital and technol-
ogy that could help Nepal exploit its 
abundant natural resources, said Bhaskar 
Raj Rajkarnikar, senior vice president of 
of the Nepalese Chamber of Commerce 
and Industry.

“China is now an impor tant 
source of foreign direct investments and  
advanced technology,” added Munshi 

Faiz Ahmad, ambassador of Bangladesh 
to China, who noted that Chinese com-
panies have invested billions of dollars 
in local mining, electricity and chemical 
industry.

Ren Jia, vice head of the Chinese 
Association for South Asian Studies, 
agrees Chinese investments could aid 
South Asian countries in improving their 
economic structure and increasing their 
export to China.

“China exports mechanical and 
electronic products, while South Asian 
countries rely on exports with low value 
added, such as marine products; that’s 
how the trade imbalance came into be-
ing,” Ren said.

According to the academic, China 
has expressed interest in investing in 
local mining, energy, and high-tech sec-
tors and helping South Asian countries 
manufacture and export such goods back 
to China as a way to reduce deficits.

But investment moves made by 
Chinese companies still face restrictions 
in some South Asian countries, many of 
which have barred Chinese involvement 
in areas regarded as strategic resources, 
Ren said.

Wang Jinzhen, vice head of the 
China Council for the Promotion 
of International Trade, suggested 
that South Asian countries should 
seize the vast business opportunities 
brought by China’s ongoing industrial 
restructuring.

“China is speeding up its over-
seas investment. And prompted by 
the efforts to transform its growth 
pattern, it is vigorously boosting do-
mestic consumption and increasing 
imports,” Wang noted. 
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By Richard Zhu

Trade relations between China 
and Arab countries have been 
maintaining steady growth 
since 2011, despite regional 

political unrest.
China has worked to consoli-

date its business relations with Arab 
countries. Following a forum for Chi-
nese and Arab small- and mid-sized 
firms held in Tianjin in July, the third 
China-Arab States Economic and 
Trade Forum was held in September in 
Yinchuan, capital of Northwest China’s 
Ningxia Hui Autonomous Region, 
Xinhua reported.

China should enhance cooperation 
with emerging Arab markets in invest-
ment, trade and energy to fend o# the 
global financial crisis, Li said during a 

keynote speech at the forum.
“!ere are a wide range of sectors 

where China and Arab states could co-
operate more deeply,” as China is com-
mitted to further opening its western 
regions, Li said, adding “China wel-
comes companies from Arab countries 
to invest in China, particularly in the 
finance, chemical and renewable energy 
sectors and those related to the daily 
lives of Chinese people.”

China also encourages its domestic 
companies to “invest in manufacturing 
and infrastructure inArab states,” he 
said, adding that China is also wiling to 
buy and consume “competitive goods-
made in Arab countries”.

Qiu Hong, China’s assistant min-
ister of commerce, said investment fields 

between the two sides have expanded 
from oil and light industry to mechanical 
manufacturing and auto assembly. Co-
operation among service factors such as 
finance, tourism and aviation have also 
been enriched with many achievements.

Both developing economies, China 
and the Arab nations are now in a criti-
cal period for economic and social devel-
opment, and face a great task to improve 
people’s well-being.

Centuries ago, China and the 
Arab world were connected by the im-
portant Silk Road, and such a relation 
has been greatly improved because of 
the increasing role played by economic 
factors.

Trade between China and Arab 
states, which spans nations in the Middle 
East and North Africa, reached $200 
billion in 2011, up 35 percent from a year 
earlier. Mutual investment increased 
eightfold during the last decade.

China and the Arab states have set 
a trade target of $300 billion by 2014. 
As the Arab world undergoes transfor-
mation, the potential for bilateral coop-
eration is huge.

The Ministry of Commerce sent 
trade delegations to 11 Arab countries 
in 2011. In 2004, heads of China and 
the six Gulf Cooperation Council 
members announced the start of the 
China-GCC free-trade agreement 
talks. Five rounds of talks have been 
held so far.

Trade between China and mem-
bers of the Gulf Cooperation Council 
in the f irst six months this year in-
creased by 29.1 percent to $77.72 bil-
lion, according to the customs statistics. 

GCC members Saudi Arabia, 
Kuwait, Bahrain, Qatar, United Arab 
Emirates and Oman contributed to 
about 70 percent of Sina-Arab trade, 
the figures indicated. 

In 2011, China-GCC trade jumped 
44.5 percent year-on-year to $133.8 bil-
lion, with Chinese exports to the region 
surging by 30 percent and imports in-
creasing by 53.8 percent.  
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With intensifying economic ties 
and development potential, 
China and Latin American 
have acknowledged the time is 

ripe to open a new chapter in their multilat-
eral engagement.

China’s relations with Latin America 
have been proceeding very rapidly China has 
become the second largest trade partner and a 
main source of investment to the region in the 
past decade. According to Chinese statistics, 
the bilateral trade increased from US$15 bil-
lion in 2001 to over US$200 billion in 2011. 

The total amount of Chinese investment 
in the region grew from US$4.6 billion in 
2003 to US$43.9 billion in 2010, though out 
of which 92%, or US$40.5 billion, was located 
in the British Virgin Islands and the Cayman 
Islands.

Cooperation and exchanges in political, 
non-governmental, cultural and even military 
areas have also moved forward steadily. As a 
matter of fact, bilateral relations between Chi-
na and Latin America have reached the highest 
level since the New World was discovered by 
Columbus in 1492.

In an off icial visit to Chile last June, 
Chinese Premier Wen Jiabao set the goal of 
increasing two-way trade to 400 billion dol-
lars over the next five years.

!e evolution of China’s relationship with 
Latin America over the past decade coincides 

with a structural change in the foreign trade 
of Latin America and the Caribbean, marked 
by China’s growing presence in the region, 
both in exports and imports, Osvaldo Rosales, 
director of foreign trade at the UN Economic 
Commission for Latin America and the Carib-
bean, told Xinhua in an interview.

China has grown from the region’s mar-
ginal trading partner in 2000 into a highly rel-
evant partner, especially with South American 
countries, Rosales noted, adding trade between 
China and Latin America has skyrocketed by 
about 22 percent annually.

“China is now the leading market for ex-
ports from Chile, Brazil and Peru, the second 
biggest market for Argentina, Costa Rica and 
Cuba, and the third biggest for most of the rest 
of the countries. In the area of imports, there is 
a similar trend,” he said.

China’s investment in Latin America is 
increasing, with a total of US$12 billion in the 
region in 2011. Also, China is attracting in-
vestment from Latin America.

China will welcome Latin American 
companies’ entry into the world’s second-
largest economy in order to strengthen bilateral 
trade ties, Wan Jifei, head of the China Coun-
cil for the Promotion of International Trade, 
said at the sixth China-LAC Business Summit 
in Hangzhou, capital of East China’s Zhejiang 
province.

“China’s ongoing urbanization will con-
tinue to power domestic consumption. China 
hopes Latin American countries can share their 
experience in urbanization and o#er technology 
related to renewable energy, waste recycling and 
treatment,” Wan said.

However, notwithstanding, relations be-
tween China and the region are heading in the 
right direction — most of that trade is exports 
of raw materials to China. Only 6 percent of 
China’s exports went to Latin American and 
Caribbean countries, and only 7 percent of 
China’s total imports came from the region. 
!ere is thus a great deal of room for companies 
in China and the Latin American and Carib-
bean region to create new partnerships that not 
only boost two-way trade, but also spur recipro-
cal investments. To achieve this, it is important 
that the two sides don’t ignore the knowledge 
gap that confronts them, Gina Caballero wrote 
in an article for China Daily. 
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“Brics Bank” to Launch Financial 
Cooperation among the BRICS  

By Hu Wenxiu

10

Held in India’s capital New 
Delhi during March 28-
29, the BR ICS’ four th 
summit has witnessed a 

series of important achievements and 
the signing of “The Declaration of 
Delhi”. Noteworthy was the impressive 
progress on creating a financial coop-
eration mechanism for the BRICS. A 
number of agreements have been made 
in conducting trade by extending a 
credit facility in their own currencies, 
also the creation of a BRICS develop-
ment bank is proposed on the agenda. 
This represents an important step in 
the concrete cooperation among and 
creation of a financial system for the 
BRICS.        

Leaders of the f ive developing 
countries have agreed to promote a 
“South-south Development Bank 
Plan”, with BRICS leading the plan 
execution and BRICS and other devel-
oping countries providing finance and 
operation.   

Brazilian Minister of Develop-
ment, Industry and Foreign Trade 
Fernando Pimentel said that the world 
economy is showing signs of falter-
ing and major emerging countries are 
more willing to achieve consensus on 
the creation of a common development 
bank for the enhancement of integrat-
ed financial power. 

According to the agreement, 
China Development Bank, BNDES 
(Brazilian Development Bank), Rus-
sian Bank for Development and 
Foreign Economic Affairs, Export-
Import Bank of India and the Devel-
opment Bank of Southern Africa will 
make more loan transaction in their 

own currencies, to better facilitate the 
intra-trade and investment among the 
BRICS. Accumulatively, the China 
Development Bank has provided the 
most finance with the value reaching 
50 billion USD. !e Brazilian Devel-
opment Bank has provided 15 billion 
USD, which might reach 20 billion 
USD this year.   

“Nowadays a lot of hot money has 
flown into the virtual economy, rather 
than the real economy. !e creation of 
Brics Development Bank will change 
such a abnormal situation,” said Huang 
Ying, deputy researchers at the China 
Institute of Contemporary International 
Relations. !e multilateral bank estab-
lished by developing countries is first of 
its kind in the world, which means that 
the role of these five developing coun-
tries has shifted from accepting rules to 
making rules. The bank will serve for 
the development of the real economy 
of these developing countries, such as 
infrastructural construction, medical 
science, education and etc.    

Marius Fransman, vice depart-
ment minister of the International Re-
lations and Cooperation, South Africa, 
said that the BRICS’ fifth summit will 
be held in port city Durban during 
March 25 to 27, South Africa. !e cre-
ation of the BRICS bank will become 
key topic for the summit. 

Yuan Gangming, researcher of 
the China and World Economy Re-
search Center, Tsinghua University, 
commented that the creation of a 
common development bank will bring 
benefits to the BRICS and the world. 
On the one hand, this represents an 
important step in rebuilding the world 

financial system, and bringing fairness, 
safety and stability to such system. On 
the other hand, creation of the bank 
will enhance mutual assistance among 
the BRICS, which means less risks, 
costs and economic fluctuations. From 
this perspective, the bank will benefit 
the BRICS and the world economy. 

In addit ion, the cooperat ion 
membership banks of the BRICS 
also signed “Master Agreement on 
Extending Credit Facility in Local 
Currencies” and “BRICS Multilateral 
Letter of Credit Confirmation Facility 
Agreement”, to promote bilateral trade 
and investment in local currencies 
among the BRICS.  

Zhao Xijun, deputy dean of the 
School of Finance, Renmin Uni-
versity, pointed out that these two 
agreements will further promote the 
trade cooperation among the BRICS. 
“Under the current circumstances, 
the issuance, confirmation, use and 
payment of letter of credit are closely 
related to international trade and 
cross-border investment. If a good 
cooperation mechanism is in place in 
these fields, it will better facilitate the 
cross-border trade and investment of 
the BRICS.”

!e BRICS include Brazil, Rus-
sia, India, China and South Africa. 
It is estimated that since 2012, the 
BRICS have contributed more than 
50% to the world economic growth. 
!e IMF predicts that the rate of con-
tribution will reach 61% in 2014. Now 
the emerging economies have replaced 
the developed countries to become for 
the first time the engine of the world 
economic growth. 



 

As part of their strategy to expand their global 
footprint, China’s Weichai Power Co., Ltd. 
and German’s Kion Group have agreed to 
enter into a long-term strategic partnership 

focusing on close cooperation in the !eld of industrial 
trucks and hydraulic drive technology. As part of a capi-
tal increase, Weichai Power will acquire a stake of 25 
per cent in Kion for "467 million and a majority stake of 
70 per cent in Kion’s hydraulics division for "271 mil-
lion, representing a total investment of "738 million.

At the press conference, Tan Xuguang, Chairman 
and CEO of Weichai Power, said, “#is partnership is 
an important step in our !ve-year strategy to globalize 
and expand our business activities into new markets and 
products.” Kion’s CEO Gordon Riske said: “Through 

Weichai Power and Kion Group: 
Strategic Cooperation

According to ChinaVenture, a leading investment consulting firm in 
China, the M&A market of China has manifested an increasing and enlarging 
trend since 2007, with a compound growth rate of 10.44%.

There have been 208 overseas acquisitions from the beginning of 2012, 
up 14% compared with 2007. Till now, the total investment of overseas acqui-
sitions has reached $93.09 billion, the highest during the past six years.

Affected by the eurozone crisis and driven by the huge potential domes-
tic demands, Chinese enterprises and more willing to go abroad so as to 
exploit international markets, perfect the industrial chain, and increase 

Ten Mergers and 
Acquisitions
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On September 4, Chi-
nese conglomerate 
Dalian Wanda Group 
completed it s $2 .6 

billion purchase of U.S.-based 
movie theater chain AMC En-
tertainment, a move that creates 
the world’s largest theater owner. 
It is the biggest investment in 
the United States for a privately-
owned Chinese enterprise, as 
wel l a s the biggest overseas 
acquisition in Chinese cultural 
industry.

According to Dealogic, the 
deal is the largest M&A transac-
tion in the leisure and recreation 
sector this year, and the fourth-
largest Asia outbound M& A 
deal, excluding Japan, beating an 
investment in January by China 
Petrochemical Corp. into Devon 
Energy Corp.’s shale gas assets in 
the U.S. for $2.5 billion.

About 200 million people 
watched movies in AMC theaters 
in 2011, and it is also the largest 
operator of large-format Imax 
screens. #e deal unites Wanda’s 
94 theaters with AMC’s 338 the-
aters, according to Reuters.

Wanda will operate AMC 
as a whol ly-owned subsidiary 
and invest up to $500 million 
annually in the unit, a statement 
from the companies said. AMC 
wil l continue to control f i lm 
programming and will keep its 
headquarters in the Kansas City 
area.

However, this is just the be-
ginning. Besides the challenge of 
AMC’s debt, Wanda should !rst 
get the whole picture of AMC’s 
operation, including the assess-
ment, management and research 
approaches, said by an expert in 
animation industry, Hu Zongjing.

Ye Ning, Manager of Wan-
da Cinemas, said in an interview 
with Caijing Magazine, “The 
mission of AMC is to make a 

W
anda Group and AM

C Entertainm
ent: 

C
ultural M

arriage

this investment and our partnership, Kion is gaining 
unique access to the Chinese and Asian markets.”

Weichai Power, a leading Chinese automotive 
and equipment manufacturing group, will learn the 
advanced hydraulic drive technology and gradually 
realize the strategic layout including engines and 
hydraulic systems. The hydraulics business will be 
operated and managed as an independent company 
named Linde Hydraulics. Partnering with Weichai 
Power, Linde Hydraulics will gain improved scale 
and be even better positioned to adapt to a chang-
ing market environment and increasing competition. 
With complementary products and technologies 
from Weichai Power, Linde Hydraulics will be in a 
position to gain scale and take full advantage of un-
tapped market potential, particularly in the growing 
Asian region.

As one of the world’s leading manufacturers 
of industrial trucks and a global leader in hydraulic 
technology, Kion Group is specialized in making 
fork lift trucks. With this partnership, Kion will use 
the proceeds to further strengthen its capital struc-
ture and enhance the competitive edge in emerging 
markets.

Products, regiona l market posit ions, and 
technologies of both companies are considered to 
complement each other perfectly. Weichai Power 
and Kion have agreed to several areas of strategic 
cooperation, including supply of parts and compo-
nents. Additionally, both companies intend to create 
mutual benefits through their respective sales and 
service networks and their production capacities to 
signi!cantly boost the growth of Weichai Power and 
KION and their ability to enhance their competi-
tiveness in their respective product segments and 
markets.

China has encouraged its !rms to invest more 
in European f irms, which helps them get better 
foreign technology. Guided by the !ve-year develop-
ment plan that puts emphasis on the transformation 
and upgrading, enterprises may !nd it more advan-
tageous by improving the technology and quality. 
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Sany: Indigested or Not?

Trade bet ween China and 
Germany totalled $190 bil-
lion, or 144 bil lion euros, 
in 2011. Germany accounts 

for about a third of China’s total trade 
with the 27-nation European Union. 
More and more Chinese enterprises 

: ModelKeyword 3
By Yi Haoyu

breakthrough in such a mature and 
stable American market, and continue 
to attract audiences by innovations.”

The purchase is Wanda’s f irst 
investment outside of China and its 
!rst foray into the United States and 
Canada, the world’s biggest !lm mar-
ket with ticket sales of $10.2 billion 
last year.

Based on the statistics from the 
Committee on Foreign Investment in 
the United States (CFIUS), Chinese 
enterprises had 16 transactions in the 
United States from 2008 to 2010, in 
which 8 were in manufacturing in-
dustry, 4 in mining and construction 
of public utilities, and 3 in financial 
and information service industries. As 
for the cross-border M&A in Chinese 
cultural industry, Wanda takes the 
!rst step.

Starting from the business on 
commercial real estates, Wanda Group 
expanded its business scope to cultural 
industry in 2005, and then tourism 
investment in 2008. In accordance 
with related policies, Wanda seized the 
opportunity to realize transition and is 
still on the way to ful!ll the liability of 
promoting cultural exchange. On June 
18 in 2012, Wanda Cultural Industry 
Group was incorporated in Beijing, 

have burgeoning interest in Germany’s 
“Mittelstand”, the small and medium-
sized companies, many family owned, 
that form the backbone of the coun-
try’s economy, according to Business 
Insider on January 30.

One example this year was the 

purchase of concrete pump maker 
Putzmeister by Sany Heavy Industry, 
China’s largest construction company, 
for 360 million euros ($472 million), 
Reuters reported.

Sany is China’s largest construc-
tion machinery maker and market 

with six major investing aspects in-
cluding !lm distribution and produc-
tion, culture entertainment chain, !lm 
technologies entertainment parks, 
newspaper and magazine, stage show 
and Chinese calligraphy and painting 
collection.

The revenue of Wanda cultural 
industry is estimated to reach 20 bil-
lion RMB. According to the assistant 
president of Wanda Group, Liu Min-
gsheng, the revenue of cultural sec-
tion will account for almost 60% of all 

the Wanda Group in the year 2020.
Wang Jian l in , Cha i rman of 

Wanda Group, said at a Los Angeles 
press conference on September 4 that 
the company was to spend $10 bil-
lion over the next decade to expand 
its holdings in the United States and 
could add hotels and shopping malls 
as well as more movie theaters.

“We have the will and capability 
to go global,” Wang Jianlin said at the 
event. “#e acquisition of AMC is the 
!rst step.” 

Wanda Plaza
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leader for concrete pumps in China, the larg-
est and fastest-growing market for concrete 
pumps and other industrial equipment glob-
ally.

Putzmeister is a German manufacturer of 
concrete pumps, headquartered at Aichtal and 
the largest in its field. As a family-run com-
pany, its 2011 sales were estimated to be about 
560 million euros, according to Reuters.

“With this merger Putzmeister and Sany 
will create a new and global market leader for 
concrete pumps,” Chairman of Sany, Liang 
Wengen said. “Putzmeister will remain as an 
independent brand with its own management 
within the Sany group,” he said.

Besides the ambitious internationalized 
strategy, the model in this M&A case also 
catches people’s attention, that is, cooperating 
with PE. Changsha-based Sany will contrib-
ute 90 percent of the deal’s value, with China 
private equity fund CITIC PE Advisors pro-
viding the rest.

Eleanor Wu, a partner of China’s over-
seas investment director in Ernst & Young, 
said in an interview with New Econom-
ics that, except for their own capitals of 
privately-owned enterprises, generally there 
are three ways for Chinese enterprises to 
get f inancial support when going abroad. 
#e !rst one is to obtain loans from China 
Development Bank, Export-Import Bank 
of China and other four state-owned banks. 
The second one is to cooperate with PE or 
other large-scale enterprises. The third one 
is to raise money overseas through banks or 
otherwise.

Sany has enough capitals and abundant 
experiences in domestic markets, however, it 
just starts to set foot on an international way, 
which means the lack of knowledge on for-
eign markets and international management 
experiences. CITIC PE Advisors plays such a 
complementary role that can provide custom-
ized suggestions on the risk management and 
resource integrations.

PEs in China have been frequently seen 
in the Pre-IPO or other processes in the do-
mestic market. Even though engaging in a 
cross-border transaction, they can hardly play 
an important and leading role. One recent de-
velopment is that Chinese groups are looking 
to team up with private equity funds because 

they are often nervous about their ability to manage the companies 
they have bought. Therefore, the cooperation between Sany and 
CITIC may o$er some useful information. Unfortunately, details 
about the pre-survey or plans provided by CITIC haven’t been re-
vealed, and whether both of the partners can get the agreed pro!ts 
still needs to wait and see.

With time passing by, some people begin to worry about 
whether can Sany adapt to the new international role, and are con-
sidering maybe Sany has bitten o$ more than it can chew because 
of potential problems in capital chain. Just look into what happened 
to Sany in the past several months:

January 30: Acquired a 90 percent stake in Putzmeister, the 
German manufacturer of concrete pumps;

February 29: Announced a market venture to make and sell 
mobile cranes with Austria-based Pal!nger;

July 25: To buy Intermix GmbH, the third biggest concrete 
mixer maker in Europe;

September 12: Took legal action against U.S. president Barack 
Obama’s block of a project;

November 21: To move the headquarter to Beijing from 
Changsha in two month;

November 23: Signed a framework agreement with Germany’s 
MAN about the supply of speci!c chassis.

Maybe there are many hurdles ahead, Sany seems to be ready 
for the big league. 

Liang Wengen (left) of Sany and Karl Schlecht (right) of Putzmeister
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Mines, oil, cars, computers, 
now food.

Until Bright Food’s 
takeover of Weetabix, 

the UK cereals maker, in a £1.2bn 
deal, the largest overseas transaction 
by a Chinese food company brings 
the “food and beverage” category into 
the trend of Chinese consumer com-
panies making western acquisitions, 
according to Financial Times on June 
7. Weetabix’s management will stay 
put and Bright Food will add cereal to 
its portfolio of candy and milk. It will 
also try to sell Weetabix in China.

“The Weetabix brand will have 
access to all of Bright Food’s distribu-
tion channels, including our more than 
100,000 retail outlets, which will allow 
it to be brought to Chinese households 
more quickly,” said Wang Zongnan, 
the Bright chairman. Bright Food, 
however, “will make some changes or 
adjustments to suit Chinese people’s 
tastes”.

“Weetabix has a high-quality 
portfolio of brands, the best produc-
tion standards in its class and an excel-
lent track record of innovation,” Wang 
added. “#e biggest di%culty is to !nd 
a way to change the Chinese people’s 
breakfast habits.”

Bruno Lannes, who follows the 
Chinese trends in Retail and Con-
sumer Products as a partner for Bain 
& Co in Shanghai, told Beyondbrics 
that, the reason why we hadn’t seen 

There is an upward trend in the 
proportion of total deals worldwide for 
by the emerging markets. According to 
Mergermarket, emerging market deals 
made up 22.4 per cent of global M&A 
activity in the !rst half of this year, up 
from 20.9 per cent in 2011.

According to Investment and Fore-
cast Report on the China Food Industry 
2012-16 by China Investment Consult-
ing, most of China’s food industry gi-
ants have established an international 
development strategy, and the number 
of overseas mergers will increase.

Bright Food’s foreign ambitions — 
before Weetabix, it made successful bids 
for Synlait Milk, Diva Wine, Manassen 
Foods, and failed for Yoplait, United 
Biscuits and GNC — is a re&ection of 
the struggle and organic growth of large 
Chinese manufacturers.

Other companies such as China 
National Cereals Oils and Foodstu$s, 
or COFCO, are also targeting foreign 
food brands as part of international 
diversi!ed development strategy.

“Very soon, acquisitions will be 
the only option to grow more than the 
market,” said Ildiko Szalai, the pack-
aged food expert of Euromonitor In-
ternational. 

Bright Group: Ambitious 
Acquisitions

: ScopeKeyword 4

By Cui Wenlu

any such deals before 
was that the need for 
it until recently was 
largely nonexistent.

On April 30, the 
State Council of Chi-
na introduced “Opinions on enhancing 
the import and promoting the bal-
anced development of foreign trade”, 
with an aim to expand import and 
stimulate consumptions by means of 
cross-border cooperations, technologi-
cal innovations optimizing the product 
mix and so on.

“Until recently China was mainly 
focused on resources deals,” said Ed-
ward Braham, global head of M&A 
at Freshfields Bruckhaus Deringer, 
the law f irm. “These continue, but 
the latest five-year plan contemplates 
a broader range of deals to acquire 
brands, strengthen market share and 
buy advanced technologies. Western 
companies will be on the shopping list 
more often, and some of them will be 
strategically important.”

With their local sourcing, exten-
sive distribution network, and excel-
lent knowledge of the market, Chinese 
companies are well placed to capture 
that remaining growth.

But both the multinationals’ de-
termination to increase investments 
in China, and the Chinese companies 
continued focus on existing categories 
in their home market, mean it will be 
harder to grow organically in the future.
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CNOOC Ltd, China’s biggest off-
shore oil and natural-gas extractor, 
proposed the nation’s biggest over-
seas acquisition, offering $15.1 bil-

lion for Canada’s Nexen Inc on July 23.
During the succeeding several-month re-

view by Canadian and US regulators, Canada 
government has twice delayed a judgment over 
whether to permit this deal.

“Canada is rich in unconventional energy 
such as oil sands (a type of petroleum deposit),” 
said Li Li, senior analyst at ICIS C1 Energy, 
a Shanghai-based energy information consul-
tancy. “But conservative forces in Canada are 
not very open to foreign investors in the energy 
!eld.”

As the smallest of the three major state-
owned oil companies, CNOOC had little 
choice but to start from scratch and team 
up with foreign exploration and production 
companies to develop o$shore resources since 
1980s. As a result, CNOOC is already more 
international than its peers. The Nexen deal 
would sharpen that edge, giving the company a 
big stake in North America to go along with its 
assets in Nigeria, Uganda, Argentina, Iraq and 
Indonesia, as well as large Chinese oil and gas 
!elds o$shore. Because of its high percentage 
of oil production versus gas, the high elasticity 
of oil prices, and its relatively low costs and tax 
exposure, CNOOC has among the highest net 
income per barrel ratios and returns on equity 
in the global oil and gas 
sector, reported by Finan-
cial Times.

If it acquires Nexen, 
CNOOC’s annual pro-
duct ion w i l l jump by 
a f i f th. Based on the 
statistics from Macqua-
rie Bank, its reserve life 
would extend to more 
than 18 years at current 
production levels, and its 
production outside China 
would be raised to a third, 
from a sixth in 2011.

“Overseas acquisi-
tion is a short cut to bal-
ance refining losses, but 
it’s a gradual process and 
takes a long time because 

of political scrutiny and availability of assets 
globally,” said Simon Powell, oil and gas ana-
lyst at CLSA Ltd in Hong Kong.

“#e three energy companies may be very 
passive in the waiting process for the intended 
acquisitions to be realized because of rising in-
vestor protectionism among the US and Euro-
pean countries,” Kingston Securities Research 
Director Dickie Wong said in an interview 
with China Daily in Hong Kong.

It is reported that CNOOC has accepted 
management and employment conditions set 
by the Canadian government, according to 
China Daily. Negotiators for the Canadian 
government adopted many of the conditions 
requested by the Premier of Alberta, Alison 
Redford, in October, including guarantees 
that at least 50 per cent of Nexen’s board and 
management positions be held by Canadians. 
Nexen stock jumped almost 7 per cent in the 
middle of November, the biggest weekly gain 
since CNOOC bid for the Calgary-based oil 
company in July, suggesting investors are grow-
ing more optimistic the Canadian government 
will approve the deal.

Financial Times analyzed in an article 
on November 14 that, buying Nexen would 
raise output further, giving CNOOC a more 
balanced exploration and production portfolio 
and, most importantly, lengthen its reserve 
life. If Canada vetoes the deal, CNOOC can 
pursue other options — its cash f low after 

dividends is $2.5bn a 
year. Smaller targets 
or stakes in promis-
ing exploration op-
tions off Africa could 
be next. Despite the 
moderation in returns 
that will accompany 
CNOOC’s expansion, 
its cost structure ad-
vantage will persist.

“If the CNOOC 
deal is approved, we 
can expect more Chi-
nese energy investment 
in those countries al-
most right away,” said 
Simon Powell, oil and 
gas analyst at CLSA 
Ltd in Hong Kong. 
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Foreign-funded enterprises have burgeoning interest in Chinese companies 
since 2008. Compared with $1.76 billion three years ago, the total investment in 
153 cases from foreign enterprises reached $8.81 billion in the year of 2011, ac-
cording to ChinaVenture.

There has been 60 inbound acquisitions from the beginning of 2012, with a 
total investment of $5.91 billion. Most of the cases are implicated in the consump-
tion sector, due to the demographic dividend in China and huge potential rural 
consumer markets. Such trend of increasing inbound M&As is estimated to con-
tinue in the next few years.

Another platform is the rising E-commerce industry. Cooperating with 

inroads into the targeted market.

In 2011, Yum! Brands Inc, the US restaurant operator, planned to acquire 
Little Sheep Catering Chain Co, a Chinese hotpot restaurant franchise 
based in the Inner Mongolia autonomous region, in a move that would 
deepen its presence in China. Yum, which owns KFC, Pizza Hut and 

Taco Bell had already owned 27.2% of Little Sheep’s stock at that time, said 
it made a preliminary proposal to acquire the Chinese company’s outstanding 
shares. Little Sheep’s chairman and founding shareholders would maintain 
their minority interests.

On February 2 in 2012, Little Sheep delisted from Hong Kong Stock 
Exchange and claimed o%cially to be a subsidiary company of Yum! Brands.

Shares in the parent of the KFC, Taco Bell and Pizza Hut chains 
jumped 8 percent after the company raised its full-year pro!t forecast due to 
better-than-expected third-quarter earnings that were driven by solid results 
from China and the United States.

Yum: Appetite for China

: CateringKeyword 6

Inbound Acquisition

By Echo Zhao
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#e market of Little Sheep hot pot restaurants in 
China accounted for more than half of total company 
revenue and operating pro!t in the third quarter.

Its development plans call for the opening of two 
restaurants per day in China.

“China is going to have its inevitable ups and 
downs,” David Novak, Yum’s chairman and CEO, 
told analysts on a conference call on October 10.

Continued margin improvement and robust new 
unit development should help Yum deliver double-digit 
pro!t growth for China in the quarter, Chief Financial 
O%cer Patrick Grismer said on the call. However, the 
volatile economy in and out of China makes it di%cult 
to forecast key sales at established restaurants.

Lacking traction in the US market, Little Sheep 
entered the US market in 2005 but pulled out in late 
2009 because of in&exible operation model, redundant 
management chain, costly material procurement process 
and different dietary habits. After cooperating with 
Yum! Brands, Little Sheep may have greater con!dence 
in global sourcing logistics, international management 
system and the process of localization. Though more 
Chinese companies are still pushing forward overseas, it 
is still not an easy job.

“Chinese restaurant chains are short on logistical 
know-how as well as distribution outlets. They have a 
relatively fragile franchisee management system. All of 
these problems will become more challenging when they 
enter overseas markets and compete directly with for-
eign counterparts,” Su Qiucheng, president of the China 
Cuisine Association, said in a recent interview with 
China Daily.

To team up with stronger partners may be a pos-
sible way out for a local brand. 

M
engniu and Arla: Stronger and Safer

Earlier in June, China Mengniu 
Diary Co Ltd, the country’s 
biggest maker of dairy prod-
ucts, signed a deal with Dan-

ish-Swedish dairy group Arla Foods 
Amba that gave Arla a 5.9-percent 
stake in the enterprise for 1.7 billion 
Danish crowns ($289 million), making 
Arla the secondest largest shareholder, 
Reuters reported.

Later, guided by the agreement 
signed between Ministries of Agricul-
ture of both China and Denmark on 
June 16, together with COFCO, the 
largest sharehold of Mengniu, Arla and 
Mengniu will jointly research product 
development technology for cheese, 
butter and milk powder products.

#e advanced agricultural technol-
ogy of Denmark is ranking front in the 
world, especially in the dairy industry. 
During the past 150-year development, 
there has been a series of advanced 
management systems including dairy 
cattle breeding, rangeland operating, 
dairy products deep-processing and 
technological R&D. Arla Foods is such 
an enterprise having extensive resources 
and experience in the milk-processing 
sector and the highest safety and qual-
ity standards.

People in China won’t forget the 
safety scandals of dairy products years 
ago, which gives foreign brands a sig-
ni!cant boost in the Chinese market, as 
consumers became willing to pay a pre-
mium for foreign brands as they remain 
concerned about the safety of domestic 
dairy products.

In the year of 2012, Mengniu has 
done a lot.

On August 22, the company said 
that it will expand its milk beverages 
output by opening two new factories in 
Hebei, in a move to further improves 
its competitiveness and pro!t margin.

“The product line enhancement 
is in line with the strategy of COFCO 
Corp, which aims to complete the 
whole industry chain,” said Gong Bo, 
an industry analyst with Beijing United 
Innovation Capital Ltd. “#e move will 
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products up and downstream.
“It will be an e$ective impetus to 

rebuild and secure the confidence of 
consumers in Chinese dairy industry 
by introducing advanced experiences, 
technology and management.” said 
Wang Yansong, Mengniu’s chef qual-
ity o%cer, on the signing ceremony.

Sun Yiping, chief executive of-
!cer of the company, unveiled the new 
packaging for its products at an event 
on September 20. With white milk as 
the background and an image of green 
grass, the new packaging is said to rep-
resent the quality of every drop of the 
company’s milk. #is was the !rst time 
in 13 years that the company changed 
its packaging.

Chen Yu, an expert from the 
China Dairy Industry Association, 
said that the new packaging is an at-
tempt by Mengniu, which suffered 
from some quality problems in recent 
months, to change its image. #e com-
pany said that all the raw milk will 
only be collected from its own farms 
or large-scale farms by 2015, to better 
guarantee the quality and safety of its 
products.

The company will invest 3 to 3.5 
billion yuan (US$552.9 million) over 
the next five years to build or jointly 
construct vast natural landscapes.

Last year, Mengniu’s revenue 
grew 23.5 percent to 37.4 billion yuan, 
and pro!t attributable to owners of the 
company rose 28.4 percent to 1.59 bil-
lion yuan, according to China Daily. 

Shuijingfang: From National to International

On December 12, 2006, Diageo Highlands Holding B.V. (DHHBV for 
short) obtained 43% of the shares of Quanxing Group(Quanxing for 
short) from Chengdu Yingsheng Investment Holding Co Ltd (Yingsh-
eng for short), a move to become Quanxing’s second largest shareholder 

besides Yingsheng, which in turn has a direct holding of 16.64% of the shares of 
Shuijingfang.

On July in 2008, DHHBV got another 6% of the shares from the labor union, 
second to the 51% of Yingsheng.

: White SpiritKeyword 8

By Yan Jing

also bene!t Mengniu’s market compet-
itiveness and pro!t margin via produc-
ing milk powder to other higher-value 
dairy products, such as beverages.”

On Sept. 5, Mengniu signed a 
contract with Arla Foods to help im-
prove its farming processes, milk qual-
ity and Mengniu’s ability to trace its 
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In order to strengthen the coop-
eration between DHHBV and Yingsh-
eng in the Chinese white spirit indus-
try, DHHBV entered into an equity 
transfer agreement with Yingsheng on 
March 1, 2010. As of completing the 
equity transfer on July 4, 2011, DHH-
BV’s shareholding in Quanxing Group 
has at present increased from 49% to 
53% and Yingsheng’s corresponding eq-
uity interests has decreased from 51% to 
47%. DHHBV became the controlling 
shareholder of Quanxing which in turn 
has a direct holdng of 39.71% of the 
shares of Shuijingfang.

Related tender o$er report was ap-
proved by the China Securities Regulato-
ry Commission on March 22, 2012, and 
DHHBV may pay the tendered shares 
for 6.3 billion RMB to the highest.

This is the first time for a local 
brand to be controlled by foreign capital 
in China.

It took Shuijingfang nine years to 
!nish the process of privatization from 
2000 to 2009. #e acquisition by DH-
HBV is considered to be another mile-
stone in its development.

As a UK-listed company, Shuijing-
fang realized its international commercial 
network gradually under the guidance of 
Diageo, a famous British multinational 
alcoholic beverages company. Till now, 
there have been more than 40 duty-free 
sales systems in the international airport 

There are many obstacles for 
white spirit companies to go abroad. 
Cultural shocks may come the first. 
Most of the destinations of white spirit 
exports are places where Chinese cul-
ture is popular or easy to understand 
and accept, such as Southeast Asia. 
That is to say, the cultural value of 
white spirit hasn’t been exported as 
successfully as other liquor such as red 
wine. Due to the complicated brewing 
technology and unique &avor, Chinese 
white spirit may encounter high tari$ 
barriers, which will restrain the export 
of it. Another common barrier is the 
inconformity of test standards among 
di$erent countries.

It seems to be optimistic for Shui-
jingfang to make inroads into foreign 
markets based on the mature network 
of Diageo.

Shuijingfang at present exports 
over 170 tons white spirit per year. 
Kenneth Macpherson, manager of 
Shuijingfang, said that they are going 
to make it a brand like Johnnie Walker. 
Adding one more Chinese brand into 
its products, Diageo is making efforts 
to operate it well as a high-end Chinese 
white spirit at home and abroad.

Diageo has promised to expand 
international sales of Shuijingfang to 
1,000-2,000 tons in the next !ve to ten 
years, accounting for 20% of its total 
sales amount. 

of 21 countries and areas all around the 
world. On the one hand, Diageo helps 
Shuijingfang in formulating internation-
al development strategies and improv-
ing the brand value when going abroad; 
on the other hand, Shuijingfang keeps 
insisting on the pursuit of high qual-
ity by implementing both national and 
international distillation wine standards. 
By enhancing the products quality, fi-
nancial control and risk management of 
Shuijingfang, Diageo is endeavoring to 
di$erentiate it from other competitors.
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 The 153-year international 
retailer, Macy’s Department 
Stores Inc., announced to sell 
products on the platform of 

www.omei.com from 2013, which is 
owned by one of the successful luxury 
e-commerce companies in China, www.
jiapin.com Inc, on May 24, 2012.

Macy’s funding of $15 million 
makes it a shareholder of this Chinese 
e-commerce company, which is also the 
first overseas investment for Macy’s, 
said its chief executive officer, Terry 
Lundgren.

Based on the stat ist ics f rom 
Macy’s, the amount of Chinese clients 
visiting any of its over 800 stores in the 
United States is increasing rapidly with 
a rate of 50% from 2007 to 2010.

Macys.com began to sell online to 
consumers in more than 100 countries 
in the whole world, including Chinese 
market. After cooperating with Macy’s, 
www.jiapin.com Inc will sell products 
from Macy’s based on its own distribu-
tion system.

Due to the import taxes, 56 per 
cent of Chinese luxury consumption is 
done overseas, said in the annual report 
of Bain & Co. on October 15. #e huge 
purchasing power is attractive for all the 
retailers, Macy’s is no exception.

The competition among depart-
ment stores is almost white hot. Facing 
the shock from online shopping, many 
department stores have to squeeze prof-
its and o$er discount to attract consum-
ers. Luxury shopping platforms are such 
kind of product that catering to clients’ 

new habits, providing premium living 
quality through modern approaches.

According to McKinsey’s report 
in April, China is surpassing Japan and 
becoming biggest luxury consumer 
market in Asia. It is estimated to ac-
count for one !fth of the whole world’s 
luxury consumption, up 18% to $2.7 
million in 2015.

However, luxury shopping plat-
forms in China have been constrained 
by bottlenecks. Even NetEase closed its 
luxury online shop at the beginning of 
this year. The first dilemma lies in the 
pricing. #e supplier does not allow on-
line shops to sell its products at a much 
lower price than in the off line store, 
which will weaken its competitive edge. 
The second confusion lies in the posi-
tioning of target consumers. If a person 
can a$ord luxury goods, he or she may 
pay more attention to the shopping expe-
rience, not only the product itself. If not, 
they may be sensitive to the price, which 
will reduce their purchasing intentions.

“The revenue of online luxury 
sales was just 400-500 million RMB 
in 2011, excluding overseas purchasing 
agents,” said by an executive of e-com-
merce company.

“Investors are the best think tank 
for the founder,” Yang Peifeng, chief 
executive o%cer of www.jiapin.com Inc 
said.

By teaming up with Macy ’s , 
www.jiapin.com Inc wil l solve the 
problem of the supply of goods, and 
distinguish itself from other rivals be-
cause of Macy’s original brands such 
as “I.N.C.”. What’s more, Macys.com 
and Bloomingdales.com by Macy’s 
have been operated for more than a 
decade. The keys to maintain a turn-
over of several million dollars per day 
are valuable experiences for jiapin.com 
to better its customer service and data 
mining ability.

With investment from Macy’s, 
Jiapin.com seems to be more con!dent. 
The marketing expenses in 2010 were 
just 1 million RMB. However, in May 
of 2012, it has cost tens of millions 
RMB in one promotion campaign, and 
it is estimated to surpass 100 million 
RMB this year.

“Our campaigns are determined 
by consumers’ demands.” Yang Peifeng 
said, “We are making e$orts to cultivate 
more and more potential clients to take 
actions.” 

Macy’s and Jiapin: Online Carnival

: Garment & E-commerceKeyword 9
By Zhao Yibo

The Third Anniversary of Jiapin.com
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Walmart Stores Inc said in 
February in 2012 that 
it is taking a control-
ling stake in Chinese 

e-commerce !rm Yihaodian, a website 
selling consumer items and groceries, 
as the world’s largest retailer seeks new 
revenue sources to fend o$ rising com-
petition in the world’s fastest-growing 
major economy.

The deal was approved by the 
government regulatory organizations 
in August. 

Walmart said in a statement that 
the fresh investment into Yihaodian 
will take its stake to around 51 percent, 
and did not provide any other !nancial 
details of the deal.

With 173 million Chinese people 
shopping online, China’s e-commerce 
industry is expected to surpass 750 bil-
lion yuan ($118 billion) in gross mer-
chandise value in 2011, more than the 
gross domestic product of Vietnam. It is 
expected to become the world’s largest 

Walmart: Keeping Pace 
with Times

are trying something new.” Ecom-
merce is growing with e$orts such as 
letting shoppers buy online and pay 
in stores with cash, yet is still a small 
part of the giant company.

Heavy spending on logistics, 
waging price wars, holding steep dis-
count promotions and splurging on 
massive o'ine advertising are what it 
now takes to be an e-commerce player 
in China and to stay at the forefront of 
consumers’ minds.

Yihaodian, with 5,400 staff, op-
erates a logistics network in Shanghai, 
Beijing, Guangzhou, Wuhan and 
Chengdu. It serves a growing customer 
base with same-day and next-day de-
livery of essential daily items at com-
petitive prices, which is attractive for 
Walmart.

 The growing e-commerce mar-
ket in China is far more of a logisti-
cal challenge than a technological 
cha l lenge, Scott Pr ice, president 
and CEO of Walmart Asia.

 “Since Yihaodian already has its 
own logistics and is very popular in 
Beijing and Shanghai, the deal is very 
positive for Walmart,” said Yuji Fung, 
analyst from Oriental Patron Financial 
Group.

In addition, Price said e-commerce 
also needs to cater to the increasing 
customers demand as the availability of 
products online is becoming “massive”, 
while technology is another important 
factor with the quickly emerging mobile 
devices becoming a powerful mecha-
nism for e-commerce.

Price said currently there are not 
a lot of Chinese e-commerce players 
that are making money as the market 
is still not mature, and he expects a 
couple of years of “interesting devel-
opment” in the market until the whole 
process shapes out, according to China 
Daily.

Opportunity are only given to 
those who are well-prepared. More of-
&ine stores with better logistics system 
plus online stores with better models, 
Walmart has been ready. 

: Supermarket & E-commerceKeyword 10

By Zhao Wei

e-commerce market in 2015, Boston 
Consulting Group said in a report.

“Our further investment in Yi-
haodian demonstrates that we are 
committed to investing in China in a 
key growth industry and developing all 
that goes with it: logistics, infrastruc-
ture, innovative talent and new tech-
nologies...,” Neil Ashe, President and 
CEO of Walmart Global eCommerce, 
said in the statement.

 “E-commerce has been booming 
for years in China and in many other 
sectors, and it has only been very re-
cently that it is for supermarket type of 
goods,” said James Roy, senior analyst 
from Shanghai-based China Market 
Research Group. “It is a good invest-
ment for Walmart as it has a lot of po-
tential.”

“People who order from Yihao-
dian tend to be more premium cus-
tomers and that is a decent direction 
for the company,” Roy said. “It is an 
interesting move, showing that they 



The world economic weakness has lead 
to rising trade protectionism. China, one 
of the most dynamic economies, is held 
major target of trade remedy investiga-

tions. About 35% of the world’s anti-dumping 
investigations and 71% of the anti-subsidy in-
vestigations were against Chinese products, ac-
cording to statistics released by the Ministry of 

of the year, 19 countries launched 88 trade rem-
edy investigations involving $10.2 billion. They 
include 57 anti-dumping, 9 anti-subsidy, 15 
safeguard measures, and 7 special protection 
cases. 

Most of the investigations were from the 
United States whose unemployment rate has 
been above 8% since 2009. Both Barack 
Obama and Mitt Romney pledged to be tough 
on trade with China during the U.S. presidential 
election campaign. Some of the cases were 
initiated by the European Union, which started 
anti-dumping and anti-subsidy investigations 
into imports of Chinese photovoltaic products. 
Statistics show about 70% of the photovoltaic 
products made in China was exported to the 
European Union.

developing member of the WTO to file on its 
own a complaint over Chinese industrial policies 
regarding the textile and clothing sector. 

Chinese people would normally choose not 
to engage in a lawsuit, especially in foreign na-
tions. However, things are beginning to change. 
Both the Chinese government and companies 
are responding more actively to trade remedy 
measures. 

Among its moves, China initiated probes 
into imports of polysilicon from the United 
States, the European Union and the Republic 
of Korea. It also complained to the World Trade 
Organization over photovoltaic subsidies by 
Italy, Greece and other EU member states.

Several victories in challenging foreign 
trade punitive tariffs have boosted the moral 
of Chinese exporters. The European Court of 
Justice handed a victory on July 19 to China’s 
Xinan Chemical Industry Group seeking to de-
fend itself against charge of dumping. It also 
gave Market Economy Treatment (MET) to the 
company owned by the Chinese government. In 
the latest case, China’s largest privately owned 
shoemaker, the Zhejiang Aokang group won a 
suit against the European Union’s anti-dumping 
measures on Chinese leather shoes. 
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Trade Disputes

Rising Trade Frictions 
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By Cui Xiaoling
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ust hours after the United States 
made its final tariff determina-
tion on imports of Chinese pho-
tovoltaic products on November 
7, the European Commission 

announced that it had launched an anti-
subsidy investigation into Chinese pho-
tovoltaic products coming into the EU.

Already on September 6, the EC 
launched an anti-dumping investiga-
tion into imports of photovoltaic panels, 
cells and wafers from China, after EU 
ProSun, led by SolarWorld, !led a com-
plaint. 

In terms of value of imports af-
fected, this is the most signi!cant anti-
subsidy complaint the European Com-
mission has received so far. In 2011, 
China exported solar panels and key 
components worth around "21 billion 
to the EU. Statistics show that about 
95% of the photovoltaic products made 

PV Product Subsidy Spat Escalates 

Case 1

in China have been exported overseas, 
70% to the European Union and 10% 
to the United States. 

In 2011, China saw a serious 
oversupply of PV modules, accounting 
for 80 percent of the world’s total out-
put. #e gross pro!t margin of the PV 
manufacturing sector spiraled down to 
a mere 5 percent. 

The EU investigation is expected 
to take 13 months. However, after nine 
months, it would be possible to impose 
provisional anti-subsidy duties. 

The U.S. had decided to impose 
anti-dumping tariffs ranging from 
18.32% to 249.96% and anti-subsidy 
rates of 14.78% to 15.97% against im-
ports of Chinese photovoltaic products. 

A lready in reta l iat ion to the 
launch of the anti-dumping investiga-
tion, China initiated its own investiga-
tion into imports of polysilicon from 

By Lesley Cui 

the EU. China also lodged a complaint 
with the World Trade Organization on 
November 5 over photovoltaic subsidies 
by Italy, Greece and other EU member 
states. 

Also, China has asked the World 
Trade Organization to set up a three-
person dispute panel at a meeting on 
November 30, in hope of forcing the 
U.S. to drop the tariffs it levied on 31 
Chinese products including photovoltaic 
cells and modules used in solar power, 
various steel products, off-road tires, 
aluminum goods as well as towers for 
wind farms. 
Hard time for Chinese PV 

industry 

The trade frictions have hurt the 
survival and development of Chinese 
firms heavily reliant on overseas mar-
kets. Many small and medium-sized 
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Ten
Trade Disputes

The Contest of EU
Carbon Tax
Appears
a Turning Point
By Guo Yan

Case 2

At the beginning of 2012, the policy 
of EU carbon tax was opposed by 
the aviation industry around the 
world. In November, the European 

Union executive announced to freeze the 
measure for a year on $ights to and from non-
European nations. “EU represents a ‘positive’ 
step and ‘rational’ return toward a multilateral 
negotiation framework,” said Chai Haibo, 
deputy secretary-general of the China Air 
Transport Association (CATA).

Based on the Emissions Trading Scheme 
(ETS), from January 1, the EU began charg-
ing airlines using EU airports for carbon 
emissions. #e !rst payment is due on April 
30, 2013. The EU had said companies that 
do not comply will be !ned, or even banned 
from $ying in the EU in extreme cases. Under 
the scheme, it is estimated that around 4,000 
airlines will pay the EU for pollution permits, 
rendering the ETS one of the widest-reaching 
emission-regulative measures adopted by any 
country or regional bloc. #e ETS system re-
quires all airlines $ying in EU airspace to pay 
a tax on 15 percent of their total carbon emis-
sions for 2012.

This move has triggered fierce opposi-
tion from global airlines. Over 30 countries, 
including China, India, Russia and the United 
States, opposed the tax and have expressed a 
desire for any resolution to be part of a global 
emissions framework under the International 

solar cell manufacturers went bankrupt as a result of declining 
orders from the shrinking foreign market.

The huge debt Chinese PV solar companies have ac-
cumulated during their rapid growth poses a great threat not 
only to the industry but also to the local governments and 
banks backing them. #e debt of China’s top ten largest PV 
solar companies adds up to $17.5 billion, and the liability ra-
tio of the whole industry has been over 70 percent, according 
to the statistics released by MaximGroup, a U.S. investment 
management institution. 

Some commented that the PV industry as a sector is 
getting its just rewards for years of self-in$icted investment 
over-exuberance. In fact, multiple reasons resulted in the se-
vere status quo of the industry.

PV is considered a promising and emerging industry in 
China with strategic importance for the transformation of the 
national economy. Supported by local governments aiming for 
higher GDP, the industry boomed so fast that its production 
capacity easily outweighed demand.

Because of the monopoly of the national power grid and 
higher cost than traditional power, photovoltaic power is dif-
!cult to sell in the domestic market. #erefore, the export-ori-
ented PV solar industry in China is vulnerable to the external 
economic environment. 

Besides, most Chinese photovoltaic enterprises lack ad-
vanced technologies and innovation, and tend to compete with 
lower prices in the global market. As a result, it is susceptible 
to trade protection measures by foreign countries. 
A ray of hope 

A comprehensive package of new polices from the cen-
tral and local departments has brought rays of hope to the 
struggling Chinese PV solar industry.

 The State Grid Corporation of China (SGCC), the 
country’s largest state-owned utility company, announced a 
plan to allow small-scale distributed solar power generators 
(with less than 6 megawatts of installed capacity) to connect 
to its power lines. SGCC will also provide technological as-
sistance and waive charges associated with connecting to the 
grid.

Connecting distributed solar power to the national grid 
is a crucial step in removing obstacles that have contained the 
development of China’s solar industry, as well as many other 
new energy industries. 

Besides, Chinese government is working on a subsidy 
policy for distributed solar power plants. It plans to o%er sub-
sidies ranging from about 0.4 yuan (about $0.06) to 0.6 yuan 
for each kilowatt-hour of distributed solar power. 
#e central government of China is said to be pushing 

for photovoltaic consolidation in its domestic industry. How-
ever, many were unsure how this consolidation is meant to 
proceed. 
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For that, Wang Bo, deputy di-
rector of International Low Carbon 
Economy Institute, thought that EU 
announced the freeze because EU also 
worried about the policy of carbon tax 
impacting on the recovery of interna-
tional aviation and adding the burder 
on passengers within the EU. How-
ever, Hedegaard thought it is a chance 
to get an international regulation on 
emissions from aviation. She also ex-
pressed that if this exercise does not 
deliver, “Needless to say we are back to 
where we are today with the EU ETS 
(Emissions Trading Scheme). Auto-
matically!” 

The EU has offered a system of 
equivalent measures that if a coun-
try takes measures to reduce aviation 
emissions, the EU will exempt them 
from the carbon tax. But the exact 
amount of emission reduction and tax 
exemption have yet to be de!ned. #e 
measures could include cutting green-
house gas emissions from the aviation 
sector by adopting energy-saving tech-
nology and using more advanced carri-
ers or cleaner fuel.

Taxing or trading emissions are 
not the only approaches to emissions 
reduction, Xie Zhenhua, Deputy Di-
rector of National Development and 
Reform Commission (NDRC), said, 
adding that China will not reject such 
measures, but hopes for a more com-
prehensive solution. Xie mentioned 
that last year China initiated a pilot 
carbon emissions trading system in 
seven of the country’s provincial-level 
regions including Beijing, Shanghai 
and Guangdong, and the program has 
been running smoothly so far. China is 
also taking robust measures to reduce 
emissions in its aviation and shipping 
industries, including airport renovation 
projects and other efforts to increase 
energy e&ciency.

Meanwhile, some experts stressed 
that it is a trend of reducing the carbon 
emission with the global warming and 
the increasing of China carbon emission. 
China should be ready in advance. 

of 2013 and reach a multilateral agree-
ment on this issue through the ICAO 
representative assembly to be convened. 

Chinese Foreign Ministry spokes-
man Hong Lei said recently, China 
welcomes a possible freeze by the Euro-
pean Union of the carbon emission tax 
on airlines. But he stressed that China 
cannot accept that the EU hooks multi-
lateral process and unilateral measures 
and presets conditions for the mnlti-
ateral process. Hong said China urges 
the international community to tackle 
climate change through multilateral 
mechanisms such as the UN Frame-
work Convention on Climate Change. 

“#is means that the EU has de-
cided to return from a unilateral policy 
to a multilateral negotiation framework 
and wait for ICAO to come up with a 
solution acceptable to all countries in-
volved,” he added.

Civil Aviation Organization. For in-
stance, in New Delhi in 2011, a group 
of 25 countries, including India, the 
US, China, Japan and Russia, jointly 
condemned as unacceptable an en-
vironmental levy, and in a summit 
in Moscow in 2012, the group of 26 
countries opposed to the new EU car-
bon pricing mechanism. #e US senate 
passed a bill that allows US airlines not 
to participate in EU ETS and Chinese 
domestic airlines are banned to pay 
taxes to the EU charges for carbon 
emission by CAAC. All these showed 
that the EU carbon tax produced an 
anti-airline carbon tax alliance. 

Under intense international pres-
sure, on November 12, the EU’s climate 
commissioner Connie Hedegaard said 
that the EU should suspend its uni-
lateral carbon tax on civil flights into/
out of EU territory before the autumn 
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Trade Disputes

WTO Rules on Chinese
Restrictions on Raw Materials Export

By Liu Xinwei

Case 3

In February 2012, the World Trade 
Organization (WTO) adopted the 
Appellate Body and panel reports 
on China’s Raw Materials dispute 

brought by the EU, Mexico, and the 
United States against Chinese export 
restrictions and export taxes on bauxite, 
coke, $uorspar, magnesium, manganese, 
silicon carbide, silicon metal, yellow 
phosphorus, and zinc. #e decisions of-
fer some !rst impressions on the inter-
section between WTO laws, a WTO 
member’s ability to regulate trade in its 
natural resources, and public interna-
tional law norms regarding sovereignty 
of natural resources. WTO said on 
January 30, 2012 that China unfairly 
limited exports of nine raw materials to 
protect its domestic manufacturers. 

China’s exports of certain forms of 
bauxite, coke, f luorspar, magnesium, 
manganese, silicon carbide, silicon 
metal, yellow phosphorous and zinc. 
#e appeals body said that China must 
now “bring its export duty and export 
quota measures into conformity with its 
WTO obligations.” The issue sparked 
tension with some of China’s major 
trading partners. US Trade Represen-
tative Ron Kirk described the ruling 
“a tremendous victory for the United 
States — particularly its manufacturers 
and workers.”

Kirk called it a decision that “en-
sures that core manufacturing industries 
in this country can get the materials 
they need to produce and compete on a 
level playing !eld.”

The European Commission said 
that although the case requires China 
to comply, the EU “continues to be 
deeply troubled by China’s use of export 
restrictions” for other rare earth and in-
dustrial raw materials. 

In response, China’s WTO mis-
sion in Geneva said that it “deeply 
regrets” that the appeals body upheld 
major parts of the earlier panel’s conclu-
sions but noted that some other aspects 
were reversed. It vowed to abide by the 
WTO !ndings but said that the Chi-
nese government had in recent years 
reinforced its administration on certain 
resources products, especially “high-
pollution, high-energy-consuming and 
resource-dependent” products to protect 
the environment and conserve natural 
resources. 

A WTO appeals body rejected 
China’s appeal of a July ruling that con-
cluded the Asian economic powerhouse 
had violated international trade rules. 
The appeals body largely sided with 
the United States, the EU and Mexico, 
which had taken issue with Chinese 
restrictions on its exports of nine mate-
rials used widely in the steel, aluminum 
and chemical industries. 
#ey complained that China drove 

up the prices of the materials by set-
ting export duties, quotas and licensing 
requirements for them, giving domes-
tic manufacturers an unfair edge over 
competitors. Beijing had argued that its 
export limits were needed to protect the 
environment. 

The WTO’s ruling will affect 
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Mexico Complains over Chinese 
Subsidies on Textiles and
Apparels

By Song Cui

Mexico requested consulta-
tions with China in the 
World Trade Organiza-
tion (WTO) on October 

15 on several measures allegedly taken 
by the latter to support producers and 
exporters of clothing and textile prod-
ucts, the WTO said in a statement. 

In its complaint, Mexico said 
Beijing was effectively subsidizing 
Chinese textile and clothing !rms by 
exempting them from income taxes, 
value-added taxes and municipal taxes.

Mexico also said Chinese support 
including cash payments from govern-
ment agencies and discounts on loans, 
land rights and electricity prices broke 
WTO regulations. 

Mexico claimed that these mea-
sures appeared to involve both prohib-
ited and actionable subsidies that are 
inconsistent with China’s obligations of 
WTO rules and they have an adverse 
e%ect to the interests of Mexico.

China will properly deal with 

Case 4

other countries to join the talks, the 
Ministry said.
#e trade dispute comes as Mexi-

co seeks to reduce its trade de!cit with 
China and to consolidate its position as 
a credible competitor to the Asian eco-
nomic powerhouse in its role as a key 
manufacturing exporter to the US, ac-
cording to a report of the International 
Center for Trade and Sustainable De-
velopment. 

Trade between the two countries 
has increased more than ten-fold be-
tween 2000 and 2011, according to 
official Chinese figures, with Mexico 
representing China’s second larg-
est trading partner in Latin America 
behind Brazil. It is, however, the two 
countries’ evolving roles as competitors 
for a share in the US import market 
which have come to characterise their 
relationship in recent years.

The spat comes as China and 
Mexico have in recent months been 
looking to improve relations following 
the tension which came to characterise 
their competition for the US market.

In April, it was reported that 
the two countries had entered into a 
cooperation agreement aimed at pro-
moting a fairer balance of trade and 
ending what the Mexican government 
described as “unfair Chinese prac-
tices” in shoemaking.  In December 
2011, a series of trade agreements were 
concluded between Mexico City and 
Beijing, in part to protect Mexico from 
cheap Chinese imports.

This is the four th t ime that 
Mexico has lodged a trade complaint 
against China, with two of its previous 
challenges also concerning tax breaks 
and other subsidies which Mexico ac-
cused China of unlawfully providing 
to its manufacturers. 

the request for dispute settlement 
in accordance with the WTO’s pro-
cedures, China’s Ministry of Com-
merce said on October 16. 

Requests for consultations repre-
sent the initial stage of formal WTO 
dispute procedures. If an agreement is 
not reached within 60 days, the coun-
try that initiates the action can ask that 
the issue be taken up by an internal 
WTO body for further consideration. 
In this case, Mexico could ask the 
WTO to adjudicate on the case in the 
hope of forcing China to change its 
laws.
#e Economy Ministry of Mexi-

co said on November 22 that Mexico is 
likely to seek intervention of the World 
Trade Organization as its talks with 
China have failed.
#e European Union, Honduras, 

Brazil, Guatemala, Australia, Peru, 
Colombia and the United States have 
shown interest in taking side with 
Mexico, but China denied allowing 
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#e project came to the attention of 
the Committee on Foreign Investment 
in the United States, which eventually 
led to an order mandating construction 
to cease and all equipment to be re-
moved. 

“This measure caused us more 
than $20 million in direct investment 
losses, excluding indirect losses,” said 
Wu. “Even until today, we don’t quite 
understand why, in the first place, the 
committee wanted to launch its investi-
gation.”

Ralls submitted the lawsuit to the 
US district court for the District of Co-
lumbia on Oct. 1, citing Obama and the 
committee as codefendants after the U.S. 
president issued a presidential order late 
last month to halt the project. 

“Chinese people would normally 
choose not to engage in a lawsuit, es-
pecially in a totally unfamiliar country 
thousands of miles away, but this time 
we will fight until the very end,” Wu 
said. 

“If, in the end, Sany wins this 
lawsuit it will be a triumph of the U.S. 
legal system and it will be the best dem-
onstration to the world that the U.S. 
is indeed a country where legitimate 
investment will be protected by the con-
stitution regardless of where it comes 
from,” he said. 
#e case will be a tough one as the 

courts often agree with decisions made 
by the committee, said Tim Tingkang 
Xia, an attorney representing Ralls. “#e 
whole world sees the chance of winning 
at no more than 1 percent.”

Seven years after Sany established 
its presence in the U.S., the world ’s 
sixth-largest machinery manufacturer 
has two bases, in Atlanta and Wiscon-
sin. Its operations in the U.S. have in-
volved hundreds of millions dollars and 
created hundreds of jobs. 

“Ours is a relatively small case, but 
it connects to the fundamental faith of 
thousands of Chinese investors. I !rmly 
believe that mishandling this delicate 
matter will cause the U.S. to lose thou-
sands of job opportunities,” Wu said. 

China’s la rgest machiner y 
manufacturer vowed on Oc-
tober 18 to “!ght to the very 
end” in its attempt to sue US 

President Barack Obama for block-
ing its wind farm project in the United 
States over national security concerns, 
according to China Daily. 

Although the chances of the manu-
facturing giant Sany Group winning 
the case are slim, it signals a new era 
for Chinese companies seeking to pro-
tect their interests in overseas markets 
through legal means, experts said. #ey 
also warned that the case could hurt the 
enthusiasm of Chinese enterprises in-
vesting in the United States. 

On September 28, U.S. President 
Obama blocked Ralls Corp., an a&liate 
of Sany Group, from building four wind 
farms near a naval base in northern Or-
egon after CFIUS argued that it posed a 
security risk.

Ralls brought a lawsuit against 
President Obama and CFIUS to the U.S. 
Federal District Court. 

It was the f irst time that a U.S. 
president stepped in to block such a for-
eign business deal since 1990, and Sany 
is the !rst Chinese !rm to use the law 
to settle a trade dispute with the United 
States.
The blocked deal 

According to Sany Group, its in-
vestment into the U.S. is long-term and 
is not capable of posing any threat to U.S. 
national security.

Ralls, which is owned by two Sany 
executives, planned to install wind tur-
bines, made by Sany, close to a naval 
site in Oregon which is used to test un-
manned drones, a highly sensitive and 
prized US technology. 

“All procedures and permits re-
quired before construction were in place 
and con!rmed by specialist lawyers, and 
the projects had received ‘No Hazards’ 
clearance from the Federal Aviation Ad-
ministration,” said Wu Jialiang, deputy 
general manager of Sany Group and 
CEO of Ralls Corp. 
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a large scale.
Analysts said the findings of the 

House committee will not legally pre-
vent Huawei and ZTE from operating 
in the United States, but it will make it 
extremely di&cult for them to do busi-
ness there.

Employee-owned Huawei is the 
world’s second-biggest maker of routers, 
switches and other telecommunications 
equipment after Sweden’s Ericsson. 
ZTE ranks !fth.

The effect of the congressional 
probe is to hand the market to Ericsson 
and Altactel-Lucent because no U.S. 
firms are able to compete, said Zeus 
Kerravala, a networking equipment 
analyst at ZK research, according to a 
Reuters report. 
Responses from the two 

companies  

 “Huawei made $32.4 billion in 
revenues last year across 150 different 
markets, 70 percent of our business out-
side of China. It is not going to jeopar-
dize its commercial success for any gov-
ernment, period,” William Plummer, 
Huawei’s U.S. vice president of external 
relations, told Xinhua. 

ZTE also issued a statement in 
which it noted that the company’s 
equipment is safe and poses no threat to 
US telecommunications infrastructure.

Huawei’s oversea expansion was 
greatly stymied due to national security 
concerns and the company failed several 
times in M&A abroad.

After Huawei withdrew its pur-
chase of 3Leaf systems in 2010, follow-
ing a review by the U.S. Committee on 

Chinese Huawei, ZTE Face 
New Hurdles in U.S. Market

Case 6

By Cui Xiaoling

China-based telecommunica-
tions companies Huawei 
and ZTE will meet more 
challenges when they pursue 

their foothold in the U.S. market, as a 
House draft report released on October 
8 labeled them as a threat to U.S. na-
tional security.
The report 

The U.S. House Intel l igence 
Committee said in the report that Chi-
na’s Huawei, ZTE pose a threat to U.S. 
national security based on concerns over 
cyber-attacks allegedly traced to China. 
But it did not provide any hard evidence 
to back up its concerns, at least not in 
the unclassi!ed version of the report.

As a conclusion to a yearlong in-
vestigation, the report recommended 
that U.S. government computer systems 
should exclude any equipment from the 
two !rms. It also urged the Committee 
on Foreign Investments in the Unites 
States (CFIUS) to block acquisitions, 
takeovers, or mergers involving the two 
companies.

It also warned that U.S. companies 
considering doing business with the two 
!rms should !nd another vendor.

However, the report didn’t urge 
a U.S. boycott of mobile phones and 
other handheld devices made by Hua-
wei and ZTE. It pertains only to de-
vices that involve processing of data on 

Foreign Investment, the company called 
on the U.S. government to investigate 
any aspect of its business.

As one of the top two Chinese 
telecommunications equipment manu-
facturers, ZTE was included in this 
investigation.

“Over the past 11 months, Huawei 
has cooperated with the Committee in 
an open and transparent manner, and 
engaged in good faith interaction,” the 
company said in a statement. “However, 
despite our best e%ort, the Committee 
appears to have been committed to a 
predetermined outcome.”

“After a year-long investigation, 
the Committee rests its conclusions on 
a finding that ZTE may not be ‘free 
of state influence.’ This finding would 
apply to any company operating in 
China,” said David Dai Shu, ZTE’s di-
rector of global public a%airs.

The two Global leading telecom 
companies operate in over 140 coun-
tries. Huawei is currently serving 45 of 
the world’s top 50 telecom operators, 
including Vodafone, Motorola, France 
Telecom and T-Mobile. ZTE is also 
servicing 500 telecom carriers across the 
world. But both companies hit an invis-
ible wall when they attempt to expand 
their business in the U.S. market, the 
largest one in the world. 

 Reuters reported that Huawei 
has brought on seven firms registered 
to lobby U.S. lawmakers, including 
APCO, Doyce Boesch and Fleishman-
Hillard, according to forms !led under 
the lobbying disclosure act. #at is up 
from four firms in 2011, two in 2010 
and one in 2009. 
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The D is pute S e t t l ement 
Mechanism of the World 
Trade Organization (WTO) 
has adopted the panel re-

port on the United States vs. China 
UnionPay (CUP) Dispute, according 
to the WTO press release issued on 
August 31, 2012. China’s decision not 
to challenge the WTO ruling effec-
tively brings the two-year tug-of-war 
between the two nations to an end, ac-
cording to a report by China Brie!ng.

In the WTO ruling, issued in July 
this year, the dispute panel concluded 
that China breached WTO rules by 
maintaining CUP as a monopoly sup-
plier for the clearing of certain types 
of RMB-denominated payment card 
transactions. China requires all pay-
ment cards issued at home to work 
with the CUP network and carry its 
logo, and further demands every mer-
chant and ATM to accept CUP bank-
cards, which constitutes discrimination 
against foreign rivals such as Visa and 
MasterCard.

However, the ruling also dis-
missed the U.S. claim that CUP en-
joys domestic monopoly status, !nding 
that measures utilized by China do 
not prohibit foreign service providers 
from entering the Chinese market. 
The panel also rejected claims that a 
foreign service provider should be able 
to offer cross-border electronic pay-
ment services into China. If foreign 
enterprises want to set up business 
entities in China, they should meet the 
requirements set forth under China’s 
Schedule of Speci!c Commitments on 

Services, including having 
three years’ experience in 
operating a foreign-currency 
business in China and main-
taining profitability for two 
consecutive years.
Victory for the United 

States?

The U.S. government has her-
alded the WTO ruling as a decisive 
victory over China. According to a 
statement from government officials, 
this ruling will support about 6,000 
U.S. jobs and encourage Chinese con-
sumers to purchase more high-quality 
American products, opening a market 
potentially worth $1 trillion.

Moreover, as China waived its 
right to appeal, it now bears the obli-
gation to gradually open its electronic 
payment service market and allow oth-
er !nancial institutions to issue bank-
cards dealing with RMB transactions. 
Undoubtedly, this ruling has paved the 
way for international payment compa-
nies to participate in China’s payments 
marketplace, and foreign !nancial ser-
vice providers such as Visa and Mas-
terCard are entitled to greater access 
into the market.

For the United States, getting 
China to open its electronic pay-
ment market is of great economic 
significance as it is a market full of 
potential. While many transactions 
in the country today are still handled 
through cash, credit card spending 
will grow from just over $1 trillion 
at present to roughly $2.5 trillion by 

2025, according to MasterCard.
However, the two-year battle has 

brought CUP precious time to further 
seize a commanding market share and 
also explore the international market. 
According to the statistics from the 
British media, CUP has issued 2 bil-
lion bankcards worldwide so far, be-
coming one of the most widely-used 
bankcards in terms of total transac-
tions. CUP’s success is also obvious 
in the international market, where 
the company already operates in 130 
countries and regions, and now over 
700 overseas merchants accept CUP 
bankcards for consumer items.
#erefore, some even reckon that 

the “ long-overdue victory” for the 
United States represents merely a psy-
chological comfort, while in reality the 
advantages of these !nancial intuitions 
have diminished signif icantly over 
the past few years. Moreover, though 
China has decided not to challenge 
the WTO ruling, it is still entitled to 
a “reasonable” period to bring its laws 
in line with WTO rules. #is process 
may take years, giving China’s domes-
tic f inancial institutions some extra 
time to adjust their strategy before fac-
ing the competition ahead. 

WTO China UnionPay Ruling Paves Way 
for Visa, MasterCard

Case 7

By Lesley Cui 
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China is expanding the trade dis-
agreement between the world’s 
biggest economies as the global 
solar-energy industry grapples 

with overcapacity, lower prices and declin-
ing pro!ts. 
#e Ministry of Commerce of China 

announced in November the beginning of 
anti-dumping and countervailing investi-
gations into imports of solar-grade poly-
silicon from the European Union. China is 
the world’s biggest consumer of polysilicon, 
a raw material used in making solar-energy 
devices.
#e EU investigation will be merged 

with the already running US and Korean 
investigations into similar claims. On July 
20, the Ministry of Commerce of PRC an-
nounced that it started the anti-dumping 
investigation for the imports of U.S. and 
South Korean Solar-grade poly-silicon, 
and the anti-subsidy investigation for the 
imports of U.S. Solar-grade poly-silicon.

Polysilicon spot prices have tumbled 
almost 38 percent this year to a record low 
after dropping by two-thirds last year. #e 
average spot price was down at $17.09 in 
the mid-November, according to a BNEF 
survey. 
#e sharply decreased price imposed 

heavy pressure on China’s companies. 
Most of them can’t bear the huge profit 
loss and shut-down with such a low market 
price. #ere are more than 60 poly-silicon 
manufacturers acting with more than 500 
tones capacity in China in 2011 originally, 
but only less than 10 are still in production 
in June 2012.

“#ey dump their poly-silicon with a 
price lower than their cost,” Mr. Fong, the 
Chairman of Yong Xiang Poly-silicon said. 
“They can make such a dumping because 
they receive a huge amount of subsidies 
from their countries.” 
#e fact is not only the US, the EU, 

the ROK, but also China and many other 
countries subsidize poly-silicon to facilitate 
the expansion of the solar energy in a world 
heavily reliant on but in short of fossil fuels. 

The ma in reason that Chinese 
government started the investigation is 

considered to revenge the U.S. punitive 
duties on China-made solar cells and the 
EU anti-dumping and anti-subsidy probes 
into Chinese photovoltaic products. 

Some are concerned that the Chinese 
tari%s would hurt both foreign polysilicon 
manufacturers and domestic wafer and 
panels makers. Tari%s would force foreign 
poly producers to lower prices even more 
just to survive while domestic manufactur-
ers of wafers and panels would have to pay 
more or use locally-sourced poly-silicon, 
according to Bloomberg. 

Hsu Hsiu-lan, president of Sino-
America Silicon Products, noted that the 
retaliatory move of mainland China will 
overhaul the entire solar-energy supply 
chain, giving the Taiwanese solar-energy 
industry a strong boost and prompting the 
upstream poly-silicon and silicon wafer 
business to bottom out, according to a re-
port by International Energy. She expected 
that solar-energy prices will pick up next 
year and oversupply on the market will be 
reversed. 

Hsu pointed out that except mainland 
China, Taiwan and South Korea are two 
major poly-silicon buyers in Asia and the 
scale of Taiwan is higher than South Ko-
rea by far. #e trade war among mainland 
China, European Union, and the U.S. will 
highlight the key role of the Taiwanese 
solar-energy industry on the international 
market, prompting downstream firms to 
ally with Taiwanese !rms, in order to se-
cure high-quality and stable supply. Hsu 
analyzed that mainland Chinese !rms will 
be forced to buy locally produced poly-
silicon first in the future, in order to cut 
the inventories of indigenous poly-silicon 
!rms. As a result, oversupply of upstream 
poly-silicon will be removed, possibly lead-
ing to upturn of poly-silicon prices. 

Free from the threat of dumping sales 
of Chinese firms to cut their inventories, 
Taiwanese solar-energy !rms will be able to 
speed up rollout of products featuring high 
conversion rate, further increasing product 
di%erentiation, and Taiwanese solar-energy 
industry may be able to step into a virtuous 
cycle. 
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benefit other trading companies that 
had been a%ected by the anti-dumping 
duty policies.

Trade protectionism in the name 
of “anti-dumping” had already a%ected 
Chinese leather shoemakers, whose 
exports to Europe rapidly decreased 
since 2006 when the EU began levying 
punitive tari%s of 16.5 percent on Chi-
nese footwear for two years. #e levies 
were later extended through March 
2011.

Before the EU imposed the anti-
dumping measures, China’s leather-
shoe exports to Europe had expanded 
at an average annual growth rate of 20 
percent, which ended with the imposi-
tion of the duties.

Statistics from the Ministry of 
Commerce showed that the EU’s pu-
nitive action has made 20,000 people 
jobless and reduced China's footwear 
exports by 20 percent from 2006 to 
2010.

For other shoe manufacturers, the 
case of Aokang has brought con!dence 
and courage to tackle similar unfair 
policies.

“We’ve never thought of appeal-
ing to the EU over the anti-dumping 
duties that severely a%ected our busi-
nesses in Europe, but transferring the 
focus to other countries,” said Pan 
Jianzhong, chairman of Wenzhou Juyi 
Group Co Ltd, a shoe manufacturer.

Pan added that Aokang’s case has 
encouraged local trading manufactur-
ers to !ght for their own rights under 
the law, which !nally will bring them 
justice.

In addition, it is also a good sign 
for local associations that had wit-
nessed hundreds of enterprises squeez-
ing prof its as a result of the duties 
before 2011.

“Although not many enterprises 
have enough money, as Aokang does, 
to appeal twice over such a long time, 
we still encourage smaller companies 
facing similar unfair policies to f ile 
lawsuits as a group to minimize the 
expenses and shorten the preparation 
period,” said Xie Rongfang, secretary-
general of the Wenzhou Shoe and 
Leather Industry Association.

Lawyers suggested that the case 
of Aokang’s challenge in the European 
Court of Justice is an excellent prec-
edent for other manufactures dealing 
with cases against foreign issuers.

“The anti-dumping duty policy 
issued by the European Commission 
was a kind of self-protective measure 
to ensure the bene!ts of their domestic 
suppliers, which was unfair to Chi-
nese manufacturers for years,” said Li 
Jiangang, a foreign case lawyer Yingke 
Law Firm Shanghai O&ce. 

By winning a lawsuit on No-
vember 18 against the Euro-
pean Union’s anti-dumping 
duties after a six-year battle, 

Chinese shoemaking giant Aokang 
Group Co., Ltd has encouraged more 
domestic manufacturers to challenge 
such unfair policies, according to Chi-
na Daily. 

The European Court of Justice 
made the f inal ruling that the Eu-
ropean Commission needs to pay all 
of Aokang’s litigation expenses and 
refund the paid anti-dumping duties 
to Aokang’s trading importers, which 
are estimated to total around 5 million 
yuan ($802,000).

As the first Chinese shoemaker 
to begin proceedings in the EU court 
in 2006, Aokang overcame a loss in a 
lower EU court in 2010 to receive the 
news it had hoped for from the Euro-
pean Court of Justice in the subsequent 
appeal.

“Aokang was the only company 
among !ve enterprises that insisted on 
lodging the second appeal after losing 
the case in April 2010, and !nally won 
the case with difficulty,” said Wang 
Hai long, spokesman for Aokang 
Group, a Wenzhou-based shoemaker 
that has strategic cooperation partners 
in Europe, including Geox and Val-
leverde.

Wang added that the ruling will 

Aokang Anti-dumping Win 
“Positive Precedent”

Case 9

By Sherwin Liu 



91

Simply the fact that a Chinese 
f irm is partly owned by the 
Chinese government isn’t 
enough to prove that the firm 

doesn’t operate in a market environ-
ment, according to a ruling by Europe’s 
highest court on July 19. 

The European Court of Justice 
handed a victory to a China’s Xinan 
Chemical Industry Group seeking to 
defend itself against charge of dump-
ing. It also gave Market Economy 
Treatment (MET) to the company 
whose largest shareholder is the Chi-
nese government. 

Xinanchem is an exporting pro-
ducer of glyphosate, an herbicide. #e 
European Union had imposed an anti-
dumping duty of 29.9% on imports of 
Chinese glyphosate starting from Sep-
tember 2004. #e company sued in the 
same year before the General Court of 
the EU and got a favorable ruling in 
May 2010, before the European Coun-
cil appealed to the Court of Justice, the 
highest court of the European Union.
#e Xinanchem judgment of the 

Court of Justice is one of the rare cases 
where the EU institutions in charge of 
investigating dumping (the European 
Commission and the Council of the 
EU) were found to be breaching the 
EU rules governing the granting of 
market economy treatment (MET) in 
anti-dumping investigations targeting 

By Cui Xiaoling

Chinese State-owned 
Companies Could Get 
MET from EU

Case 10

non-market economies, which is the 
case of China in EU trade defense in-
vestigations until 2016.

It is also the first time that the 
Court of Justice, the highest Court in 
the EU, in a special grand chamber for-
mation of thirteen judges, clari!es the 
meaning of the !rst MET criterion in-
sofar as State shareholding is concerned.  
The Market Economy 

Treatment 

Determining whether a !rm pur-
chases, supplies and sells its products 
in a free market without state interfer-
ence ' known as “market economy 
treatment” in trade jargon ' is one 
step the commission must take when 
deciding how large a tariff, if any, to 
impose on imported goods.

A Chinese !rm that is believed to 
be subject to government interference 
almost always faces the threat of much 
higher tari%s when the commission in-
vestigates if goods are being “dumped” 
into the European market. And the 
commission usually rejects claims by 
Chinese !rms that they are operating 
in a market economy.

In the glyphosate invest iga-
tion, the EU Commission rejected 
Xinanchem’s MET claim. The main 
reason for the rejection, which has 
systemic implications for all companies 
owned or ultimately controlled by the 

Chinese State, was that the biggest 
shareholder of Xinanchem (a listed 
company) was the Chinese State, and 
that all directors were either State of-
!cials or o&cials of State-owned com-
panies. The Commission concluded 
that this meant that the “company was 
under signif icant State control and 
in$uence”, and MET was rejected on 
this basis, without looking into wheth-
er the Chinese State was actually in-
terfering with the company’s decisions 
and overall operation.

The Court of Justice ruled that: 
“#e Court of Justice declares that the 
‘basic anti-dumping’ regulation doesn’t 
preclude all types of state interference 
in producer undertakings, but only 
signif icant interference in decisions 
regarding prices, costs and inputs.” In 
other terms, State control is not, by 
its nature, incompatible with market 
economy conditions.
#is case is indeed a stark victory 

for Xinanchem, which will now be able 
to obtain the repayment of any anti-
dumping duties paid between Septem-
ber 2004 and May 2010. 

It also gives new hopes to Chinese 
State-owned companies, who could 
not obtain MET in the past under the 
practice of the Commission now de-
clared illegal by the Court, to claim and 
obtain MET in the future, provided 
that all MET requirements are met. 
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