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Economic rationale for the investment attractiveness
of China at present

Abstract. The authors consider the current economic potential of China, which is one of the largest recipients of foreign direct
investments in the world and plays a leading role in the world trade. China is among the largest recipient as well as exporters of
foreign direct investments in the world. In 2015-2016, there was a further increase in the number of foreign investment projects
being implemented in China, although overall growth in FDI has been declining since 2011. It should be noted that starting from
2010, the tendency of exceeding the volumes of Chinese investments in the EU over EU’s investments in China remains.

Factors of China’s investment attractiveness have been singled out and analysed, namely: weakening of the Yuan; stimulation of
domestic consumption and investment; preservation of a relatively low level of domestic prices in relation to prices in the USA
and among the leading Asian exporters of industrial products; harmonization of the country’s legislation with WTO requirements.
The results of the analysis of GDP growth rates of China, USA and Kazakhstan for 2011-2015 show that China’s GDP growth rates
are almost five times higher than Kazakhstan’s ones, and three times higher than USAs ones. It is advisable to agree with the
forecasts concerning the preservation of the growth rates of the Chinese economy by 6-7% annually until 2030 if the current trends
of the world economic development remain.
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[OKTOP EeKOHOMIYHMX HayK, npodecop,

Kasaxcbkuin yHiBepcMTeT eKOHOMIKM, dhiHaHCIB i MixkHapoaHoi Toprieni, ActaHa, Pecnybnika KasaxcTtaH

Cyeyb6aeBa C. H.

KaHOMaaT eKOHOMIYHMX HayK, AOLEHT, Kadeapa TeOPEeTMYHOI Ta MPUKNaAHOT EKOHOMIKM,

CxiaHOKa3axCTaHCbKWIA fep>kaBHUIN TexHiYHMM yHiBepcuTeT iM. [l. CepikbaeBa, YcTb-KameHoropcebk, Pecny6bnika KasaxctaH
Ka6awesa H. B.

KaHaupaTt eKoHOMIYHUX HayK, AOUEHT Kadeapu diHaHcis, AT «DiHaHcoBa akagemin»

MinicTepcTBa chiHaHciB Pecnybniku KasaxctaH, ActaHa, Pecnybnika KasaxcTaH

MonaaxxaHos M. B.

KaHauaaT eKOHOMIYHUX HayK, CTaplmin BUuknagad, kadeapa ciHaHciB Ta o6niky,

KasaxcbKni ryMaHiTapHO-tOpuANYHMI iHHOBaUinHWIM yHiBepcuTeT, Cemen, Pecnybnika KasaxctaH

EkoHoMi4YHe 06r'pyHTYyBaHHA iHBECTULIIHOI NnpuBabnueocTi Kutalo Ha cyyacHomy eTani

AHoTauifa. ABTOpU po3rNAJalTb Cy4aCHWA EKOHOMIYHMI noTeHuian Kutairo, AKUA € OfHUM i3 HanbinblmMx peumnnieHTiB
Ta eKkcrnopTepiB NpAMUX iHO3EMHMX iHBECTWU y CBIiTi 1 Bidirpae NpoBigHy ponb y ceiToBIM TopriBni. Y 2015-2016 pokax
cnocTepiracTbcA noganbiue 36inblueHHA Yncna peanisosaHnx y Kutai 3apyb6i>kHuX iIHBECTULINHNX MPOEKTIB, X04a B LINOMY Temnu
NPUPOCTY NMPAMUX IHO3EMHUX IHBECTUUIN 3HMXKYIOTbCA, NovmHatoum 3 2011 poky. Cnig 3as3HaumTu, wo 3 2010 p. 36epiraeTbeA
TeHAEeHLUIA nepeBuLLEeHHA 06CAriB KMTancbkux iHBecTuuin o €C Haga iHBecTuuiaMu €Bpocotosy o Kutato.

BaxknuBmmun YmHHMKaMu iHBECTULIHOI NpuBabnueocTi Kutato €: ocnabneHHA toaHaA; CTUMYNOBaHHA BHYTPILLHBOMO CNOXUBAaHHA
1 iHBECTYyBaHHs; 36epe>xeHHA BiAHOCHO HU3bKOIo PiBHA BHYTPILLHIX LiH NOPIBHAHO i3 wiHamu B CLLIA 1 cepen NpoBiaHNX a3iicbKnx
ekcnopTepiB NPOMUCNOBOI NPoAYKLIi; rapMOHi3auia 3akoHogaBcTBa KpaiHu ao sumor COT.

PesynbTtatn aHanisy temnie 3poctaHHA BBl Kutato, CLUA i Pecnybniku KasaxctaH 3a nepiog 2011-2015 pp. nokasytoThb, WO
Temnu 3pocTtaHHA BBIM KuTato npakTnyHO B M’ATH pasiB nepesuLLytoTb Temnm 3poctaHHA BBl KasaxcTanry, i B Tpu pasu — CLUA.
[HouinbHO norognTMcA 3 NPOrHO3amu LWoAo 36epexxeHHA TeMMIB 3POCTaHHA KUTAWCbKOI eKOHOMIKM Ha 6-7% LwopiyHo go 2030
POKy B pasi 36epe>XeHHA HUHILLHIX TEHAEHLIN CBITOBOrO €KOHOMIYHOTO PO3BUTKY.

Knto4yoBi cnosa: iHBecTuLii; iMnNopT; ekcnopT; poboya cuna; Topriena, Kutan; €spocotos; CLLUA; KazaxctaH.
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JkoHoMUYeckoe 060cHOBaHME MHBECTULIMOHHOW NpuUBreKaTenbHocTU KutaAa Ha coBpeMeHHOM aTane

AHHOTaUuMA. ABTOpPbl paccMaTpyBalOT COBPEMEHHbBIN 3IKOHOMUYECKMI noTeHuman KuTtas, KOTOpbIA ABMNAETCA OOHUM U3
KPYNHENLIMX PELMNUEHTOB U 3KCMOPTEPOB NPAMbLIX MHOCTPAHHLIX MHBECTULMIA B MUPE W UrpaeT Beayluylo ponb B MUPOBON
Toproene. B 2015-2016 rr. HabnogaeTcA AanbHenwee yBenmyeHve Yucna peanmdyembix B Kutae 3apy6eskHbIX MHBECTULMOHHbIX
NPOEKTOB, XOTA B Uefiom Temnbl npupocta NMNU cHmxkatotea, HaumHaa ¢ 2011 r. CnegyeT OTMETUTb, 4TO, HadmHaA ¢ 2010 r,
COXpaHAETCA TeHAEHUMA NpeBbILeHNA 06bEMOB KuTanckmx nHesectuumn B EC Hag nHsectuumAmmn EBpocotosa B Kutan.
BaxkHbIMK haKTOpamMn WHBECTULMOHHOW NpuBReKaTensHocTu Kutas ABNAIOTCA: ocnabneHue 10aHda; CTUMYnMpoBaHue
BHYTPEHHEro noTpebneHA U MHBECTUPOBAHUA; COXPAHEHWE OTHOCUTENbHO HU3KOro YPOBHA BHYTPEHHMX LIEH MO OTHOLUEHWIO
K ueHam B CLUA n cpean Bepywmx asmaTckux 3KCMOPTEPOB NMPOMbILNEHHOW NPOAYKUMW; rapMOHU3aUMA 3aKOHOAATENbCTBA
cTpaHbl ¢ TpeboBaHuAmK BTO.

PesynbTaTbl aHanmsa Temnos pocta BBl Kutaa, CLLUA n Pecnybnukun KazaxctaH 3a nepmog 2011-2015 rr. nOKasblBakoT, 4TO TEMIMbI
pocTa BBIM Kutaa npaktuyeckun B NATb pa3 npesbiwatloT Temnbl pocta BBIM Kasaxctana, n B Tpu pasa — CLUA. Lienecoo6pasHo
COrnacuTbCA C NPOrHO3amy OTHOCUTENBHO COXPaHEHNA TEMMNOB POCTa KUTANCKON 9KOHOMWKU Ha 6-7% exkerogHo Ao 2030 roga

B Cfly4Yae CoXpaHeHUsA HbIHEeWHMUX TeHAEHUUIA MUPOBOrO 9KOHOMMYECKOrO pas3BuTUA.
KniouyeBble cnoBa: MHBECTMLMW; UMMNOPT; 3KCMOPT; paboyan cuna; Toproena; Kutaii; EBpocotos; CLUA; KasaxcTaH.

1. Topicality

Since the China’s economy became open after the coun-
try’s accession to the World Trade Organisation in 2001, this
state has taken the lead in trade and foreign direct investment
in the global economy. China has signed cooperation agree-
ments in terms of production facilities with more than 20 coun-
tries in the framework of implementing the Belt and Road Initia-
tive. As Ning Jizhe, Deputy Head of the National Development
and Reform Commission, Head of the National Bureau of Sta-
tistics of China, reported, the People’s Republic of China had
signed similar agreements with Kazakhstan, Ethiopia, Brazil
and other countries’.

In the process of its huge expansion in world trade and in-
vestment activity since the turn of the 20" century, China has
significantly expanded its economic and financial ties with the
CIS countries. These China’s initiatives are part of a more ge-
neral «going out» strategy to establish trade and financial rela-
tionships with a number of developing regions of Southern Af-
rica, and Central and Southeast Asia, as well as developing re-
gions of Kazakhstan (Yang Zhao, 2010).

The importance of such evolving relationships for both Chi-
na and the CIS countries clearly manifested itself in 2014, when
new lending incentives for developing countries in respect of
the BRICS states (Brazil, Russia, India, China and South Afri-
ca) were formalised in the municipality of Fortaleza, Brazil.

In 2015, the volume of Chinese investments in the countries
involved in the implementation of the «One Belt, One Road»
strategy increased by 10% to USD 14.8 billon2. Today, China has
developed strong economic cooperation with countries such as
Russia, Singapore, Indonesia, South Africa, Kenya, Egypt and
Turkey, as well as with the members of the Shanghai Coopera-
tion Organisation. According to statistical data provided by the
Shanghai Municipal Commission of Commerce, in the first five
months of 2016 the City of Shanghai attracted 2,260 foreign in-
vestment projects; the aggregate contractual amount of foreign
investment was USD 29,902 million with an increase of 0.7%
compared with the same period in 2015. In particular, the actual
volume of implemented investments was USD 98 million with
an increase of 1.9%, amounting to 12.9% of the total volume of
foreign investment attracted by China®.

"http://www.crc.mofcom.gov.cn/crweb/rcc/info/Article.jsp?a_no=391790&col_
no=26
2http://www.crc.mofcom.gov.cn/crweb/rcc/info/Article.jsp?a_no=391559&col_
no=26
3http://www.crc.mofcom.gov.cn/crweb/rcc/info/Article.jsp?a_no=391881&col_
no=26

Reportedly, the country’s accession to the World Trade Or-
ganisation, the contribution of foreign trade to China’s econo-
mic growth was approximately 18%, increasing the number of
jobs by 180 million. Currently, the development of foreign trade
in China is undergoing significant changes in the light of in-
ternational events and the internal factors affecting the coun-
try’s development. In 2016, China’s foreign policy had difficul-
ties and there occurred serious problems, which means that it
is necessary to make considerable effort to enhance external
economy activities.

Hence, the main challenges for China include the following
(Zhang Xiao Bo, 2009):

1. In China, the population exceeds 1.3 billion; the supply of
labour in agriculture is much more than demand; there is
hidden unemployment in urban settings; it is very hard to
address the issues of employment

2. Imbalances of budget revenues and expenditures cause sig-
nificant difficulties. Under the conditions of the restructuring
of the national economy, the country is constantly faced with
instability in its budget revenues, whereas budget expen-
ditures increase. In such a case, the budget deficit is im-
minent. In recent years, China’s annual budget deficit has
amounted to CNY 200 billion.

3. The financial system of the People’s Republic of China will
have to withstand the challenges. It is essential to reduce
unsecured assets in the banking system (today, such as-
sets account for approximately 30%). It is necessary to re-
solve the difficulties in supply and demand of financial in-
centives, as well as to enhance the competitiveness of the
banking system.

4. Growth in the development of the country’s regions and eco-
nomic sectors leads to both economic and social problems.

In November 2002, the 16" Congress of the Communist
Party of China declared the country’s political and economic
development course which covered:

e science and technology;

e agricultural enterprises;

acceleration of the urbanisation process;

greater openness of the economy;

economic development of the regions and individual areas;

higher income levels of the country’s population;

provision of social protection;

public employment and adequate living standards.

American researchers single out another difficulty in
the development of China’s economy - a need to draft and
adopt a large number of new laws and regulations which
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are (Zhao Cen Yu, 2006). Under the conditions
of the underdeveloped and highly politicised le-
gal system of the People’s Republic of China, it
is difficult to expect that new laws compatible
with the WTO Agreements will be implemented
quickly and effectively.

2. The novelty consists in a comprehensive
study of China’s economic potential and an ana-
lysis of the use of such potential in developing
competition policies at the global level.

3. The purpose is to conduct a comprehen-
sive study of China’s economic potential at the
current stage, to analyse major development fac-
tors and to justify the results of China’s economic
development at the global level.

4. Objectives

The purpose of the research suggests the
performance of the following tasks:

e an analysis of the development of China’s
economy at the current stage;

¢ identification of constraints and ways to develop
China’s competitive environment on the world
stage;

e an analysis of China’s investment framework;

e an analysis of China’s resource potential;

e an analysis of international cooperation bet-
ween China and Kazakhstan, and other coun-
tries.

The theoretical relevance of the research con-
sists in the fact that its theoretical assumptions can be used
while studying the subject of international management with
regard to the development of the country’s macroeconomy.

The empirical significance of the paper is that the obtained
results can be used for further research of the Chinese econo-
my and assessment of investment cooperation between China
and other countries around the world.

5. Brief Literature Review

A great number of scientific works by both Russian and Chi-
nese scientists, among who are V. G. Gelbars (2007), V. A. Me-
lyantsev (2007), V. Ya. Portyakov (1998), M. A. Potapov (2009),
A. 1. Salitskyi (2004), Zhou Xincheng (1997; 2011) and others,
deal with the essence and the peculiarities of socio-economic
development within Chinese society.

6. Results

It has been 63 years since the founding of the Peop-
le’s Republic of China. In 1949, the PRC was an underde-
veloped, semi-feudal and semi-colonial country with the
«dead» economy. Total devastation and absolute poverty
were the only attributes of the country’s economic develop-
ment at that time.

If we make an analysis of the contemporary macroecono-
mic state of the country, we should pay attention to the pace at
which GDP grows (Table 1)*.

Table 1 shows that China’s GDP volume is lower than the
GDP volume of the USA by USD 7,081 trillion. Nevertheless,
China’s GDP is secured by steady growth; over the past 5 years,
the growth rate has been approximately 145.0%. This figure is
0.8 times greater than the figure that corresponds to the GDP
growth rate of the USA, which confirms the development fore-
casts for China’s economy with regard to its leading positions in
the world economy.

The pace at which GDP grows in China according to the
World Bank database, compared to the GDP growth rates of
the USA and the Republic of Kazakhstan, is shown in Figure 1.

The analysis of China’s GDP growth rate in the period of
2011-2015 once again proves the country’s effective develop-
ment. These data also indicate that the GDP growth rate of the
USA is 5 times less than China’s GDP growth rate.

Previously made forecasts can already be justified by fac-
tors, such as (Shelukhin, 2010):
¢ the current state of stable macroeconomic conditions in the

country;

database

“http://data.worldbank.org/indicator/NY.GDP.MKTP.CD
Shttp://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG
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Tab. 1: Dynamics of China’s and USA’s GDP in the period of 2005-2015

(USD trillion)

Source: Compiled by the authors based on statistical data of the World Bank

Fig. 1: GDP growth rates of the People’s Republic of China,
the United States of America and the Republic of Kazakhstan,%
Source: Compiled by the authors based on statistical data

of the World Bank database

¢ the competitiveness of the national economy;
¢ the favourable investment environment;
¢ the appropriate economic policy.

We have seen a gradual emergence of an integrated in-
dustrial system which makes it possible to successfully under-
take a comprehensive mapping of different export enterprises
in cooperation with industrialised countries or to execute an in-
dependent introduction of technically complex productions by
promoting the development of R&D and implementing the re-
sults of research and development activities (Lin, 2013). A rise
in the value of Chinese export also means a possible rise in the
share of raw materials and fuel in the Chinese import, which is
in addition to the rising supplies in order to support the con-
sumer revolution (Tomberg, 2012).

Intensive attraction of foreign capital through the creation of
enterprises with the participation of foreign companies plays an
important role in solving longstanding social and economic prob-
lems. According to the statistical data of the Ministry of Commerce
of the People’s Republic of China relevant to the period from Ja-
nuary until October 2012, 20,021 new enterprises with the parti-
cipation of foreign capital were established in China; the volume
of actual foreign investment during the same period amounted to
USD 91.736 billion®. These two indicators decreased by 10.49%
and 3.4% respectively, if compared to the year 2011.

During the period from January to October 2012, 15,852
new enterprises with the participation of capital from 10 Asian
countries and regions (the Hong Kong SAR, the Macau SAR,
Taiwan Province of China, Japan, the Philippines, Thailand,
Malaysia, Singapore and the Republic of Korea) were estab-
lished in China, which is by 12.21% less than in the year 2011.
The volume of actual foreign investment was USD 78.028 bil-
lion, a decrease of 4.72%. The number of new enterprises with
the participation of the US capital was 1,128, which showed a
decrease of 6.39%; the volume of American investment was
USD 2.704 billion, an increase of 5.33%.

27 EU member states invested USD 5.236 billion (a de-
crease of 4.95%) in the creation of 1,418 new enterprises (an
increase of 2.75%).

During the period from January to October 2012, the follo-
wing 10 countries were leading in terms of the amount of in-
vestment made in China:

e Hong Kong SAR (USD 57,434 billion);
e Japan (USD 6.08 billion);

Shttp://russia.mofcom.gov.cn/article/statistic/foreigninvestment/201212/201212084
67266.shtml
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Singapore (USD 5.604 billion);
Taiwan Province of China (USD 5.25 billion);
USA (USD 2.704 billion);
Republic of Korea (USD 2.515 billion);
Germany (USD 1.279 billion);
Netherlands (USD 1.01billion);
Great Britain (USD 833million);
Switzerland (USD 809 million).
The abovementioned countries accounted for 91.04% of
the total volume of foreign investment in China.

This was referred to during the Shanghai Forum «China
and Europe - partnership, cooperation and mutual benefit: Chi-
nese enterprises enter Europe». In 2010, Chinese companies
invested USD 5.96 billion in EU member states, which excee-
ded the total volume of the EU investment in China equal to
USD 5.57 billion, which indicated a new turn in history”. During
the period of 2011-2012, under the influence of the internatio-
nal financial crisis and the eurozone debt crisis, the volume
of Chinese investment in Europe fluctuated and accounted
for USD 7.56 billion and USD 6.12 billion, respectively; mean-
while, EU member states invested only USD 2.29 billion and
USD 2.69 billion in China. Predictably, the trend towards the
excess of China’s investment in the EU over the EU invest-
ment in China will persist.

According to the statistical data of the Ministry of Com-
merce of the People’s Republic of China, by the end of 2012
Chinese companies had invested USD 31.5 billion altogether
in the European Union economy, creating almost 2,000 enter-
prises and 42,000 jobs in EU member states.

Chinese companies consistently increase vo-
lumes and expand the scope of investment in EU
member states, which is appreciated and wel-
comed in some of the countries in the European
Union. Currently, those countries are dealing with
the task of creating favourable conditions for in-
vestment.

However, according to the latest data of the Ge-
neral Administration of Customs of the People’s Re-
public of China, in 2015 China’s foreign trade turn-
over decreased as compared to the same month of
the previous year by 10.8% down to CNY 2.09 trillion
(USD 340.95 billion)®.

The data provided by the General Administration
of Customs show, the volume of exports and imports
was CNY 1.23 trillion and CNY 860 billion with a de-
crease of 3.2% and19.7%, respectively. As a result,
the surplus of the trade balance within one month increased by
87.5% and accounted for CNY 366.9 billion.

The assessment of the General Administration of Customs
of the People’s Republic of China is that, according to seaso-
nal adjustment, the rates of decrease in the volume of foreign
trade turnover, as well as exports and imports, in January 2015
was 7.1%, 1.3% and 14.4%, respectively.

Starting from this year, the State Council of the People’s
Republic of China has authorised the General Administration
of Customs of the People’s Republic of China to publish figu-
res related to the country’s foreign trade turnover, expressed in
Chinese Yuan (CNY).

Following the January of 2015, the EU retained the title
of China’s largest trading partner: bilateral trade was CNY
323.01 billion with a decrease of 5.3%. The volume of trade
turnover with the USA, holding the second position, showed
a slight growth by 0.5% up to CNY 300.47 billion. The top five
list also includes the ASEAN countries (CNY 257.14 billion,
a decrease of 0.6%), the Hong Kong Special Administrative
Region (CNY 147.97 billion, a decrease of 11.2%) and Japan
(CNY 140.53 billion, a decrease of 17.3%).

During the reporting period, the exports of engineering
products and electronics, on the one hand, and traditional
commodities, on the other hand, declined. The exports of the
commodities of first product group decreased by 1.3% down to

"http://russia.mofcom.gov.cn/article/statistic/foreigntradecoopera-
tion/201312/2013120041 4981.shtml
8http://www.crc.mofcom.gov.cn/crweb/rcc/info/Article.jsp?col_no=31&a_
no=367109

CNY 681.05 billion, whereas the exports of the commodities
representing the other product group reduced by 8.4% down
to CNY 270.08 billion.

The imports of ferriferous sand (by 9.4% to 78.57 million
tons), crude oil (0.6% to 27.98 million tons), coal (53.2% to
16.78 million tons) and petroleum products (37.6% to 2.35
million tons) also decreased. At the same time, the imports
of soya beans increased significantly - by 16.2% to 6.88 mil-
lion tons.

Import prices of all the abovementioned commodities
dropped with a decrease ranging from 14% to 45%.

A new investment treaty should help Chinese enterprises
to obtain unified investment standards and monitoring condi-
tions in all the EU member states. The issues of identification
and assessment of factors determining the effect of China’s
foreign direct investment were studied by Petinenko, Redchi-
kova, Soboleva, and Chikov (2014). They proposed an ana-
lysis based on the performance of 11 indicators. The analy-
sis was carried out in two stages. The first stage was to show
a statistically significant differentiation of China’s foreign di-
rect investment in various clusters. The second stage was to
reflect the statistical significance of the outflow of FDI, in the
case of one cluster only (Petinenko, Redchikova, Soboleva, &
Chikov, 2014).

Based on the experience of the past decade, we can ob-
serve another important process: adjustment of the level of
relative domestic prices set by the leading Asian exporters of
industrial products (Table 2).

Tab. 2: Level of domestic prices compared to prices in the USA, %

Source: Compiled by the authors based on statistical data of the World Bank
database

In the new century, the growth rates of world exports ex-
ceeded economic growth almost in every part of the world. The
ratio of exports to GDP increased in China as well. Neverthe-
less, the country withstood the 2009 global crisis in world trade
relatively easily. It should be reminded that in 1997 the ratio of
China’s foreign trade to the country’s GDP was 42% (conver-
ted at foreign exchange) and slightly decreased in the next two
years. In 2008, the same indicator was 57%, while the export
quota was equal to almost 30%.

It can be concluded that China’s economy is even less de-
pendent on foreign trade than it was observed in the years of
the Asian financial crisis. Obviously, this is attributable to a new
dimension of the economy: investment and consumer demand
inside the country is gradually becoming the main driving force
of development, including as a result of the adequate anti-cri-
sis measures. Thus, the so called «export quota» appeared to
be misleading (insufficient) (Wenlang He, 2010).

The development of China’s trade policy in terms of the
constructive «Protection for Sale» model by Grossman and
Helpman (1994).

Table 3 reflects in brief the major events related to the histo-
ry of the tariff setting procedure in China (Chang Hong, 2013).

In 1951, China initiated its first customs import and export
of goods at tariffs relevant to 939 paragraphs which covered
categories and 89 groups. The arithmetic mean of the tariff rate
was higher than 52.9%: approximately 92.3% for agricultural
products and 47.7% for manufactured goods.

The second table of customs import and export tariffs
was introduced in 1985, more than 30 years later. The tariff
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structure was made more adjustable to
the country’s economic development.
According to the adjusted structure, the
tariff rates were 27.2% for intermedia-
te goods, 31.2% for capital goods and
62.6% for consumer goods. The average
tariff rate was lowered to 38%, including
a rate of 43.6% for agricultural goods and
a rate of 36.9% for manufactured goods
(Woo, Thye, Ren, 2001).

In 1986, China submitted an applica-
tion to renew its membership of GATT at
the beginning of the Uruguayan round of
negotiations. During the 1985-1992 pe-
riod, the tariff rates were regularly adjusted, however on a
small scale: approximately 83 items had reduced tariff rates,
whereas 140 paragraphs indicated an increase. In 1992,
China adopted a harmonised commodity description and
coding system (HS) and introduced the Third table of cus-
toms import and export tariffs. There happened to be large-
scale changes in commodity categories, however with slight
changes in the tariff rates. The average tariff rate remained
high, 42.5%.

In 2013, the foreign trade balance of the Republic of Ka-
zakhstan was USD 131.4 billion, which is by 1% less if com-
pared with the previous year®. Meanwhile, the exports from
the Republic of Kazakhstan decreased by 4.6% and accoun-
ted for USD 82.5 billion, whereas the country’s imports in-
creased by 5.4% and amounted to USD 48.9 billion. In 2013,
energy prices dropped, which is attributed to a decrease in
crude oil prices by 2%. The notional price of one ton of crude
oil exported from Kazakhstan dropped, if compared to the
previous year, by 2% and was USD 810 per ton.

The volume of processed exports in 2013, when com-
pared to 2012, decreased by 9%, or USD 1.8 billion. Such a
reduction was due to a decrease in exports of:

e gold - by 48% (from USD 861.5 to USD 445.8 million),

e silver - by 35% (from USD 987 to USD 643 million),

hard coal - by 24% (from USD 752.3 to USD 571 million),

wheat - by 22% (from USD 1.6 to USD 1.2 billion),

zinc - by 15% (from USD 535.2 to USD 455.6 million),

flat-rolled iron products - by 9% (from USD 1.3 to USD 1.2 bil-

lion),

e ferroalloys - by 9% (from USD 1.9 to USD 1.7 billion),

e wheat flour - by 4% (from USD 600.6 to USD 575 million),

e iron ore and concentrate - by 3% (from USD 1,612.6 to
USD 1,561.5 million).

Traditionally, intermediate products make up a significant
share in the volumes of processed exports. The geographical
structure of processed exports did not undergo any conside-
rable changes. The major share of processed exports of the
Republic of Kazakhstan (68%) falls on the EU, China and the
Customs Union countries.

If we consider economic cooperation between Kazakh-
stan and China, we can see both the growth in bilateral trade
and the presence of Chinese manufacturers in a number of
sectors of Kazakhstan’s economy. Of course, China is not
the only partner of Kazakhstan on the external economic
arena. According to data provided by the Statistics Commit-
tee of the Ministry of National Economy of the Republic of
Kazakhstan, the share of goods imported from China in the
market of Kazakhstan in 2013 was USD 8,192.7 million, or
17% of total imports. The amount of imports in Kazakhstan
is shown in Table 4.

The major goods for import were electronics, railway cars,
telephone sets, auto parts, clothing, ferrous metal products,
footwear, furniture, etc.

In 2013, Kazakhstan’s processed export to China was USD
4.2 billion, an increase of 0.5%, if compared with 2012. Refined
copper and copper alloys account for much of the country’s ex-
ports (37%). In addition, the export of uranium increased by
31%, if compared with 2012, and was USD 1.3 million. The de-
livery of zinc increased by 2%.

http://export.gov.kz/storage/4c/4c8f70c981192973cad5069c1284ab18.pdf
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Tab. 3: Tariff reform process in China

Source: Chang Hong, 2013

Tab. 4: Amount of Kazakhstan’s imports
from China in the period of 2010-2013 (USD million)

Source: Compiled by the author based on data provided by the
Customs Control Committee of the Ministry of Finance of the
Republic of Kazakhstan

Table 5 shows that Kazakhstan’s exports to China in-
creased by 0.31% in 2013, which ensures a steady state of
economic relations during the period under review.

The analysis of the structure of both Kazakhstan’s and
China’s exports and imports highlights the level of implemen-
tation of the potential of the mutual exchange between the
countries. Thus, the conducted study of economic coope-
ration between Kazakhstan and China indicates the growth
in bilateral trade and the presence of Chinese manufacturers
in a number of sectors of Kazakhstan’s economy. Of course,
China is not the only partner of Kazakhstan on the external
economic arena. According to data provided by the Statistics
Committee of the Ministry of National Economy of the Repub-
lic of Kazakhstan, the share of goods imported from China in
the market of Kazakhstan in 2013 was USD 8,192.7 million, or
17% of total imports. In 2013, Kazakhstan’s processed export
to China was USD 4.2 billion, an increase of 0.5%, if com-
pared with 2012. Refined copper and copper alloys account
for much of the country’s exports (37%). In addition, the ex-
port of uranium increased by 31%, if compared with 2012, and
was USD 1.3 million. The delivery of zinc increased by 2%.

Kazakhstan’s exports to China increased by 0.31% in
2013, which ensures a steady state of economic relations du-
ring the period under review.

Thus, based on the conducted analysis of import and ex-
port relations between Kazakhstan and China, we can draw an
unambiguous conclusion on the stability of economic growth
in both countries and their stable policies of support to bilate-
ral trade relations.

7. Conclusions

Today, quite a number of analysts and researchers rea-
sonably argue that in the near future China may occupy the
leading position on the world stage and surpass the USA
in terms of economic growth. Nowadays, China is able to
compete in virtually all sectors of the economy. Let us take

Tab. 5: Structure of Kazakhstan’s processed export
to China (USD million)

Source: Compiled by the author based on data provided by the
Customs Control Committee of the Ministry of Finance of the
Republic of Kazakhstan
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the example of automobile industry: «in 2009, China sur-
passed Japan in terms of car production, and a year later
it produced twice as much as its neighbour» (Petinenko,
Redchikova, Chikov, Soboleva, 2014). T. Fishman (Fishman,
2007) also notes this very peculiarity of the development of
automobile industry.

It should also be noted that in terms of the most profi-
table industry, which is tourism, China is considered to have
unlimited potential. The tourism potential of China is formed
by the country’s cultural and heritage resources, which were
created by different peoples living across the vast territory of
the Eurasian mainland, as well as by other sights created by
nature over many years, including cities of great importance
in tourism (Moldazhanov, 2014).

If to mention the strategy of industrial development in
China alone, it must be said that, while conducting struc-
tural reforms in the industrial sector in the framework of
the approved model of the high-tech development, the Chi-
nese Government most often uses the following tool groups
(Kalashnikova, Lee, 2013).

A lot more could be said about China’s potential. Today,
China is no longer attributed to mass consumption goods; it is

associated with the production in response to the market de-
mand, adoption of new technologies at affordable prices. The
appropriate external economic policy has determined the de-
velopment of China on the world stage as of a market with the
most rapidly developing elements of both stability and compe-
tition (Berger, 2009).

The major parameters of the country’s development un-
til 2050 remain quite favourable. According to the official fore-
cast by the National Bureau of Statistics of the People’s Re-
public of China made in agreement with researchers from the
Institute of Economics of Peking University, the country’s eco-
nomic growth until 2030 is projected at a level of 7.2% annually
in the absence of force majeure both in politics and business
(Zhudzhun, Kovalev, Novik, 2008).

Given that China is a continental bridge for Kazakhstan, it
is recommended to determine key priorities with regard to the
implementation of the mechanism of interaction between Ka-
zakhstan and China in the field of trade and economic relations
which determine the need to strengthen economic integration.
This integration can contribute to political stability, sustainable
development, an increase in flows of investment in Kazakh-
stan, mutual capital flows to other countries, etc.
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