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One of the most significant transforma ons of the global economy over the past quarter century
has been the re‐emergence of China as a major economic power. This has posed a major challenge
for South Africa’s manufacturing sector, the largest and most developed in Africa.
This Briefing Paper considers the impact of Chinese compe on on industrial produc on,
employment and manufactured exports from South Africa. It looks at two aspects of this
compe on: from imported Chinese products in the domes c market and from Chinese exports to
other Sub‐Saharan African countries which are important markets for South African exporters of
manufactures.

1. The Re‐emergence of China and the South African manufacturing sector
Since the ending of apartheid, the high level of
unemployment has been a major concern in South
Africa. In recent years the oﬃcial unemployment rate
has been around 25% with es mates of up to 34% if
discouraged work‐seekers are included. Rather than
allevia ng the employment crisis, the manufacturing
sector has exacerbated it, experiencing a decline in
employment of over 350,000 jobs since 1990 (from
more than 1.5 million to less than 1.2 million in 2010).
The declining share of the manufacturing sector in
both GDP and employment has been partly a ributed
to increasing compe on from imports. In the 1990s
this was promoted by major reduc ons in tariﬀ
protec on which led to increasing import
penetra on. Over the past decade, imports from
China have risen rapidly making them a par cular
focus of a en on.
China is now the world’s second largest economy in
terms of GDP a er the US and has overtaken
Germany as the world’s largest exporter. In 1995
China was ranked 10th in terms of sources of imports
to South Africa, but by 2010 it had become the largest
source of imports ahead of Germany and the US. The
impact that China’s growth and integra on with the
global economy has on other countries has given rise
to concern since the me of its nego a ons to join
the WTO, and these concerns have intensified over
the past decade.

compe ng with China both domes cally and in
interna onal markets. This has contributed to a
restructuring of the South African economy reflected
both in the declining share of manufacturing in GDP
and employment and the composi on of
manufacturing output.
The current structure of trade with China is of
par cular concern to policy makers in South Africa as
reflected in President Zuma’s comments at the FOCAC
mee ng in Beijing in July 2012 that an unequal trade
rela onship based on the supply of raw materials is
unsustainable.
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South Africa has the largest and most developed
industrial sector in Africa, but compared to China it is
small and has faced increased diﬃcul es in

School of Interna onal Development
University of East Anglia, Norwich, NR4 7TJ • Tel: +44 (0)1603 592329 • Fax: +44 (0)1603 451999 • E: dev.general@uea.ac.uk • W: www.uea.ac.uk/dev

2. Chinese compe

on in the domes c market

Trade between South Africa and China

China’s share of South African imports of manufactures
increased from 2% in 1995 to over 18% in 2010. On the
other hand, despite the rapid growth of Chinese GDP over
the period, China only accounted for around 5% of South
African exports of manufactures in 2010.

Figure 1: South Africa's trade balance with China by WTO end‐use
classification, 1997‐2002 (US$ billion)
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Source: own elabora on from UNComtrade data
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Penetra on of Chinese goods in the South African market
In terms of the impact of Chinese compe on on South
African manufacturing and industrial employment, one
needs to look at the share of Chinese and other imported
products in the total consump on of manufactured goods.
Figure 2 shows the increased openness of the South
African manufacturing sector over the past two decades.
During the 1990s, imports from China played a minimal
role in increasing import penetra on. This changed in the
2000s with China’s accession to the WTO in 2001, so that
much of the increased import penetra on of this la er
period can be a ributed to China.

Figure 2: Imports as a share of total SA domestic
consumption of manufactures, 1992‐2010
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Trade between South Africa and China has grown
drama cally over the past decade, but both the levels and
structure of trade show significant asymmetries. Overall,
South Africa has had a substan al and growing trade deficit
with China, as shown in Figure 1. In terms of structure,
South African exports to China are overwhelmingly of
primary products and resource based manufactures,
whereas imports from China are almost en rely
manufactured goods, par cularly consumer goods and
increasingly capital goods.
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Table 1: Top ten industries in terms of Chinese import
penetra on, 2010
Industry

Share

Footwear

46%

Kni ed and crocheted fabrics

42%

Television, radio and other electronic
equipment
Electric lamps and ligh ng equipment

32%

Clothing

28%

General purpose machinery

23%

Household equipment

21%

Leather and leather products

19%

Spinning and weaving

18%

Furniture

15%

Source: own elabora on from UNComtrade data and
Sta s cs SA data

31%

Although in aggregate, Chinese imports only account
for around 6% of total consump on of manufactured
products in South Africa in 2010, this average masked
considerable diﬀerences between industries. The
share of Chinese products is over 40% in footwear
and kni ed fabrics, and over 30% in TVs, radios and
other electronic equipment and in electric lamps and
ligh ng equipment (see Table 1). In contrast in food,
beverages and resource based industries such as saw
milling and coke and petroleum products, imports
from China account for less than 1% of South African
consump on.
Many of the ten industries with the highest level of
Chinese import penetra on are tradi onal labour‐
intensive sectors such as tex les and clothing,
footwear, leather products and furniture. Chinese
compe on in these industries is likely to have a
par cularly severe impact on employment especially
of unskilled workers.

The impact of Chinese compe

on on domes c produc on and employment

A major concern in South Africa in recent years has
been the eﬀect of Chinese imports on domes c
produc on and par cularly on employment. This led
to quotas being imposed on Chinese clothing and
tex le products in 2007 in response to a surge in
imports.

Table 1: Es mated displacement of other imports and domes c produc on
2001‐2010
41,384

As % of Total Gain

7,161
98.9%

30,296
73.2%

As % of Domes c Sales in Base Year

1.5%

5.0%

Source: own elabora on from UNComtrade and Sta s cs SA data

Chinese compe on can aﬀect industrial employment in South Africa in a number of ways. First, the
displacement of local produc on tends to reduce jobs directly through layoﬀs and plant closures. But there are
also indirect impacts where firms facing increased Chinese compe on respond by introducing more
capital‐intensive technologies, or move out of the most labour‐intensive product lines in each industry.
Table 2: Impact of Chinese Imports on Employment
1992‐2001

2001‐2010

Loss of employment to Chinese imports

‐24,117

‐77,751

Loss of employment to all imports

‐144,734

‐110,318

Produc vity growth

‐352,617

‐226,124

Change in employment

‐179,457

‐113,467

Gain from exports to China

2,585

4,080

Source: own elabora on from UNComtrade and Sta s cs SA data

Table 2 shows that the direct loss of employment
a ributable to displacement of domes c produc on
by imports from China was rela vely modest in the
period 1992‐2001, both in rela on to the loss of jobs
as a result of overall increases in import penetra on
and the overall change in industrial employment. It
was much more significant a er China joined the
WTO. Industries which have been par cularly hard hit
include clothing, kni ed and crocheted fabrics,
footwear, spinning and weaving and furniture. The
numbers presented here do not take into account any
indirect eﬀects of Chinese compe on men oned
earlier. Econometric analysis, which does capture
some of these eﬀects, also found a significant nega ve
impact of Chinese import penetra on on employment

levels. It also suggested that the rela onship was
par cularly strong in low wage industries.
This suggests that imports from China have in recent
years been an important factor contribu ng to the
failure of the manufacturing sector to create jobs in
South Africa. Not all the impacts associated with
increased Chinese imports are nega ve. There are
posi ve benefits to consumers from the availability of
cheaper consumer goods, which may also have
s mulated increases in employment in the retail
sector. Producers also benefit in the form of cheaper
intermediate inputs and capital goods. But as far as
industrial employment is concerned, the eﬀects are
clearly nega ve.
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1992‐2001
7,242

Total gain by China (R. mn.)
Gain from Domes c Producers (R mn.)

Chinese compe

A rise in import penetra on from China does not
necessarily involve the displacement of domes c
produc on because it is possible that imports from

China subs tute for imports from other countries as
companies relocate produc on to China. However,
Table 1 shows that almost all the increase in import
penetra on by China prior to its accession to the WTO
and three quarters of the increase in Chinese import
penetra on subsequently, displaced domes c
produc on. While industrial produc on in South
Africa grew by 14% between 2001 and 2010, this
increase would have been around 5% higher in the
absence of increased Chinese import penetra on.

3. Is China crowding out South African exports to Sub‐Saharan Africa?

Chinese compe

China’s exports to Sub‐Saharan Africa (SSA) increased
from $4.1 billion in 2001 to $53.3 billion in 2011. The
region is also an important market for South African
manufactured exports, accoun ng for over a fi h of the
country’s total industrial exports, so that the growth of
Chinese exports represents a poten al challenge to South
African producers. Although there are anecdotal reports
of South African exports being crowded out by Chinese
product, this is the first study to look in detail at the issue.
South Africa’s ten most important export markets in SSA
in 2010 were Zimbabwe, Zambia, Mozambique, DRC,
Kenya, Angola, Nigeria, Tanzania, Malawi and Ghana, in
that order. Although the value of South African exports to

these countries increased significantly over the past
decade, its share of total exports to the ten countries has
declined. In contrast China’s share of exports increased
significantly, par cularly since becoming a member of the
WTO in 2001 (Figure 3). China’s exports grew at both the
extensive margin (expanding the range of products
exported) and the intensive margin (increasing the value
of exis ng exports). Whereas there was rela vely li le
compe on between Chinese and South African exports
in the late 1990s, it increased substan ally over the past
decade (Figure 4), aﬀec ng not only tradi onal labour‐
intensive products such as clothing and furniture, but also
more sophis cated electrical and electronic products,
moulds and machinery.

Figure 3: Changing share structure of 10 SSA countries
manufacturing imports, 1997‐2010

Figure 4: Share of number and value of SA exports of
manufactures to SSA facing competition from China,
1997‐2010.
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To what extent has the growth of Chinese exports crowded
out South African exports to SSA and where has this been
most severe? An extension of Constant Market Share
analysis developed by Ba sta (2008) was used to es mate
the loss of market share by South Africa to China at the
product level (HS 6‐digit) in each of the ten SSA countries.
On average South African exports to the ten countries
would have been almost 10% higher ($900 million more)
had it not lost market share to China between 2001 and
2010. The most significant losses were in Angola and
Tanzania where they represented over 20% of South
African exports. The impact was least severe in
neighbouring countries, par cularly Zimbabwe, Zambia and
Malawi, all of which were below average. These countries
are landlocked and members of the SADC free trade
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agreement, both of which would tend to give an advantage
to South African products vis‐à‐vis Chinese imports.
Despite this loss of market share, the overall impact of
China on the value of South African exports to SSA may be
posi ve. Economic growth and demand for imports in a
number of African countries has risen in response to the
commodity boom led by the surging demand for raw
materials in China. South African exporters to Africa have
benefited indirectly from this over the past decade.
However if Chinese demand for SSA commodi es slows
down in the future, the crowding out eﬀect may lead to an
absolute decline in South African exports to the region.
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