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China Maritime Transport! A
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Abstract:

According to a presentation on a technical studythef project
carried out by a South Korean engineering firm atlaboration with
an Algerian engineering firm, and presented byDm® of Tipasa, the
strategic megaproject of the future commercial poft the El
Hamdania, in Cherchell, generating nearly 200,0dl} j(direct and
indirect), will be among the most important margirmfrastructures
of the Mediterranean region and the African comtn&his future
commercial port, whose launch is expected in 2048art of an
Algerian-Chinese partnership, should have the nmisinse traffic,
enabling it to be included among the 30 most ingr@rcommercial
ports in the world... Yes! Algeria is partnering ugtlwa great leader
in this area which is the maritime transport, ahe tpaper will

demonstrate why China is the best ally Algeria lcave.
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Thanks to the dynamism of the Chinese economy,osiprs
carrying containers or bulk products were able lhisogb in record
time the effects of the crisis that had fallen utuenn 2008. But the

Chinese world of "shipping" also took advantag¢hefsituation.

Victims, after the recession of the world economyautumn 2008,
a collapse of the volumes of goods to be transgaoated the prices
invoiced for their transport, the shipping comparseecialized in the
transport of containers had known in 2009 the wgesr of their
existence with an estimated loss of 15 billion ai@ll(the greenback is
the reference currency in the "shipping") .A yeatet, they are
preparing to sign in 2010 one of the finest vintagktheir history.

How could these shipowners, in such a short tintevaith so little
breakage (bankruptcies counted on the fingers eft@and), recover

such a dangerous situation?
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I ntroduction

In just a decade, China has earned a leading positithe global
economy. At the 18th CPC Congress in 2012, PresiHenJintao
stressed the importance of building China's econanaritime power.
The Chinese maritime and port activity is the miwb a tremendous
economic change with export-oriented manufactumigistries and a
huge demand for raw materials to support the rapikelopment of
the country. The Chinese maritime industry (shigpimandling,
shipbuilding) has therefore changed dramatically become the
world's first overall. A new era is beginning; iilmundoubtedly be
that of normalization of Chinese growth, but alsd the

internationalization of its maritime sector.
A Wonderful Maritime Activity

Chinese maritimity has evolved dramatically in acatke. The
coastal provinces are the privileged places foustiial development,
which is largely export-oriented, while the courgrgnrichment is
reflected in an accelerated equipment policy (es#te, infrastructure,
automobile, shipbuilding) as well as energy consionp which
requires huge volumes of coal and hydrocarbons.cbbetry is large
and especially very populous (1.3 billion) is thguiealent of all
developed countries (OECD) but only 1 / 7th of @®OP. Large
margins of development remain, but very rapid eotincand social
changes are resulting in a growing productive tatand major

changes in the urban and social environment.



Jour nal of the New Economy Volume 01/ Number 20

From a maritime point of view, what is strikingtlgee contribution
to international trade in manufactured goods si@b&éa's accession
to the WTO in 2002. Subcontracting, relocations audonomous
industrial dynamics have made from China a formielabachine to
produce manufactured goods. "Made in China" affaitsonsumers
in the world and the decline in Western demandaislypoffset by that
of the rest of the world. This translates into ssl containerized
flows with, in 2010, 37 M of full teu exported add M of full teu
imported. In 2012, the Chinese port figures inéicht7.7 M of teu
handled. Between 2007 and 2012, the top ten Chipass went from

93 million teu to 139 million teu.

For supplies of raw materials, China has enormceesds often
exceeding its extractive capacity. The countrydfae weighs on all
markets, generally accounting for well over haligtdbal demand. In
addition, price opportunities push them to somedirtu® speculative
imports, making the level of Chinese port stocksnaéegral part of the

appreciation of global maritime markets.

The Chinese port balance sheet asserts that lastajlethe ports
saw 10.8 billion tons of goods transited, whicltiwice as much as in
2005 and almost quadruple in 2012. This represristimes the
traffics of the whole of the European continentluding Russia and
Turkey. Foreign trade weighs 3 billion tons, brokkwn into 500 Mt
of containerized products, 745 Mt of iron, 100 Mtimn and steel
products, 290 Mt of coal, 40 Mt of bauxite, 70 Mtgwain, 270 Mt of
oil, 100 Mt. Mt of refined products, 50 Mt of cherals, 20 Mt of

LNG. China's weight in world maritime trade is thiere substantial,
9
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22% for tonnage transported and 33% for contaiedrizlows.
Nevertheless, growth in demand is stabilizing.

The domestic traffic is aprriori equivalent with57billion tons
counted in the ports of departure and arrival. €hexlude the
redistribution of industrial products (cement, m&ig, chemical,
metallurgical), regional trade and feedering of taorers as well as
supplies of coastal and river metropolises to émath the North (640
Mt in 2012).

Thirty ports have more than 50 Mt, a dozen exce@@l [4t, two
600 Mt (Ningbo Zhoushan and Shanghai). Over thersyeport
activity fueled by internal flows and supplies ahported raw
materials has diversified, as has containerizatiohjch affects

virtually every port in the country.

International trade was first opened to coastaé<itvith special
economic zones created by the Deng Xiaoping rediniy-five
years ago. Maritime trade has become widespreazlghout the
country, gradually involving the large and smalktpoof the coastal
regions and the fluvial axes of two major riveredR River, Yangtze).

The Growth of Maritime and Naval Tools

Between January 2002 and January 2012, the Chiteasdleet
increased from 23 Mtpl to 56 Mtpl. The largest ghir bulk carriers
(31.4 million dwt) and oil tankers (12.7 million ¢ whose
transportation capacities each tripled during peisod. The container

fleet (5 Mtpl) also tripled, while multi-purposeefghters (4.3 Mtpl)
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regressed, showing greater specialization in thetima sectors. The
volume of the Chinese fleet relies truly on a hudgenestic market

reserved (excluding the companies of Macau and Hkamg).

The economically controlled fleet of Chinese instserepresented
40 Mtpl in 2002 and 115 Mtpl in 2012, a quadruplithgit can be
compared to that of Chinese port traffic over thmes period. In 2012,
China's economic control of vessels was 43% urftemnational flag
and 57% under third flags (23% in Hong Kong, 21%anama). In
terms of ranking the maritime economic power, Chirea already 4th
in 2002 and still was in 2012.

The growth of the fleet must be linked to that lné shipbuilding
industry. In 1990, China was only the 10th largeahufacturer in the
world, but rose to 3rd place in 2000. In terms fwal orders, China
is the world leader since 2009 and delivery sin@&02 Market share
China in 2012 was 37% in the context of fierce cetitjpn with
Koreans. The share of national sponsors is sigmfi¢21%) higher
than in Korea (6%), but less than in Japan (41%& Chinese occupy
a prominent position, but with the lower-tech véssd4.5% of the
order book in 2012 consisted of bulk carriers foe Chinese and

international markets.

Nevertheless, Chinese shipbuilding is not doing l.wdlhe
international maritime crisis is accompanied by t@pid growth
(speculation, decentralization of this industry)leTwweak demand has
led to a consequent sectoral crisis and Beijingpbigged to act, so we

are talking about stimulating research and devetgrmnovation, to
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cover markets with better added value (containgas, offshore), to
consolidate the actors.

With a huge port activity, a leading fleet and adieg shipbuilding
industry, China must also be activated in anotle@ndation of the
Chinese maritime power that is financing. The ameement in 2011
of a Chinese policy to promote access to Greek dimascing must
be understood as a policy in favor of national kbilding. Part of
China’s financial strategy is primarily related ttos goal. Chinese
banks and Exim (Export-Import Bank of China) aregent; it is the
context that remains special. China is a countrstiaét administrative
control, a supervised economy (especially for heiadystries) and

without easy convertibility of the currency.

Shanghai will serve as a test for an opening gyatéor
convertibility. Beyond, the coastal megalopolis ha®bitions to
become a platform of maritime services (financimgurance, and
brokerage). Competition is embodied in the Hong ¢gKéwmitonomous
Territory, an international maritime financial centand traditional
platform of the Chinese maritime fact with the ¢alist and liberal

economy.
A Tissue of State Conglomer ates

The People's Republic of China has adopted thadlsicmarket
economy"”. On the one hand, private investment pasad in many
parts of the Chinese economy in a context of iatéonalization
(foreign investment, exports). On the other handylip companies

are engaged in the competition of the market arel fthancing
12
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(raising of stock market funds). The whole remainger the control
of a very important political and administrative way with still
complex national / local dimensions. The maritireetsr is naturally
concerned by this operation so particular whetherisi public

conglomerates or private or public outsiders.

China's maritime objective is twofold. The firstatevely clear is to
control as much as possible its flows which counstita good part of
the global activity especially as the shippers@nénese. The second
is the ambition to build a Chinese maritime ecormmpower. This
power must be present in bulk as in regular lirag, also make
Shanghai an equivalent in Hong Kong and Singapore.

There are around 300 shipping companies in Chimagtas many
as twenty years ago, along with state owned grazgrepanies linked
to local authorities (provinces, cities). Today five largest Chinese
shipping companies control 70% of the country'sidpart capacity.
For its part, the China Shipowner's AssociationALBas only seven
members, four of which are controlled by the Chenetate: China
Merchant Group, China Ocean Shipping Co. (Coscbin&Shipping
Co., Sinotrans & CSC Holdings Co. The other membéthe CSA in
the movement of provinces are Hebei Ocean Shipfag Fujian
Shipping Co., Mingsheng Shipping Co. (Shanghai).

Founded in 1961, Cosco is number 3 worldwide imgpof fleet
operated with many branches4. Most of the actiistyncluded in
Cosco Holding (HK side). Created on the basis eksd maritime
entities in 1997, China Shipping Group is the @ttgést company in

13
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the world with several subsidiaries5. Three erditere listed in
Shanghai and Hong Kong (CSCL, CSD, CS Haishengptf&ins was
founded in 1950 to serve the foreign trade of tke rChina. It is
primarily a logistics group that has a small fleétcontainer ships
(Sinotrans Containers Line) and cooperates with M@dpan) in the
field of vehicles and oil. In 2008, Sinotrans wasited to China
Shipping Changjiang (CSC) from the fluvial sectOne of the main
subsidiaries is CSC Nanjing Tanker Corp. The riealof companies,
origins and sites are detrimental to the companglifinculty. China

Merchants has only one oil armament (CM Energy @hgp.

Among the local groups, Hebei Ocean Shipping Cas(d) is
essentially positioned on dry bulk, particularly}chese of its origin of
the northern province which is closely linked takfiows. SITC in
the container comes from the provincial intere$tSttandong. Grand
China Logistics of the HNA (Air) Group is linked tbhe power of the
island province of Hainan in the South; its sulaigiTianjin Shipping

is active in oil and gas

The structure of Chinese shipping is ultimatelyatigkely simple
with two major conglomerates (Cosco and China Shg)pand a
handful of other players. There is certainly that&tshareholder, but
above all independent strategies based on stodegjiro Shanghai or
Hong Kong. We find the double mark that characesrithe Chinese
economy both state and adopting parts of the libmranomy. The
weight of centralism in the face of often highlyt@omous provincial
powers, the rivalries of companies, the link withortg Kong

14
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capitalism, the complex access to the national @oonsystem are all

particularities that characterize the bases ofxthimese maritime.
Build reference companies

The temptation to restructure the Chinese shippmagpanies is
permanent especially to make them internationairaatf reference.
Nevertheless, it is clear that the public owners#fim socialist state
and the protectionism of the national market aretihe best ways to
make Chinese companies successful international petitors,
especially since they have to accept the ruleshef $tock and

maritime markets.

In containers, the Chinese situation is good. 1®5]19Cosco
reached fifth place in terms of operated capacity mever left the top
10. In September 2013, Cosco was ranked in the pasigon with a
fleet multiplied by four since 2000. China Shippi@gntainer Lines,
active internationally in 1999 was first a smalinament before rising

to the highest, 9th today, after having multipldseven its capacity.

Cosco is a giant, but is also part of the Asian petition against
the three European leaders (Maersk, MSC, CMA, CGbbHn in a
commercial alliance ("P3"). A rapprochement withGLSs regularly
mentioned, but China has the means to have two rnaoggerators,
Korea and Japan have several private maritime oomglates. In fact,
Cosco is an established armament whereas CSCL i@ther the role
of outsider. In 1998, Cosco joined K Line and Yadgg in an
enlarged alliance in 2003 of Hanjin. The CKYH alta that

Evergreen has come closer to is one of the comaidbtacks that
15
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federate most operators. CSCL remains indepenbdenthas moved
closer to another free alliance player, UASC. Comgsm have

commonly engaged in orders of 18,400 teu.

The two groups share today worrying financial resudince
negative in 2011 and 2012. For Cosco, it is perlua@sof the biggest
known losses of the maritime industry (-1.3 billi€nin 2011, -1.2
billion € in 2012) accumulating difficulties in ctainers and bulk. As
a result, Cosco Holding is under threat of susmensf stock
exchange listings in Shanghai and Hong Kong inetvent of a third
year of loss. Asset sales between entities aimestore the holding
company's cash position, but at the risk of wolgystock investors.
Of course, the Chinese state guarantees the sLiivthe leading
group, but it is the economic consideration in kberal market of
Cosco. CSCL also played on its structures, the ragpa of the
branches of containers and bulks avoided the congion of losses

to the whole group.

Companies have a very different image. China Shggor the
heaviest is essentially positioned on domestic $lawth own ships
while displaying a dynamic image in the contair@osco remains a
player in the container with no particular religfdahas mostly made
bad choices in the bulk by signing charter congrattvery high rates.
The attempt in 2011 to renegotiate its long-termartdr parties has
tarnished the group's image by treading on one hef market
principles that is the assumed risk. The armamast frevertheless
reduced its exposure by renegotiating its contracis reducing its
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fleet of bulk carriers to the point of offering tllapanese NYK its
crown of first dry bulk operator (it remains thestiowner).

Control of International Terminals

The development of Chinese interests in handlimgitels is a
subject that often goes beyond maritime transpbennit is taken as
part of a supposed Chinese strategy to expandfiisence in the
world. In fact, the Chinese maritime players areigg momentum
and their port positioning in the world is evidenaethe country's
growing economic power, from which geopolitical dess can be
drawn. Nevertheless, the first reading must be tfiaghe maritime

groups' economic development strategies.

The two main shipping groups own their containendiag
subsidiaries. Cosco Pacific is a Hong Kong-listechpany of which
Cosco Holding still holds 42.7%. The Chinese inkimgdong Kong is
strong, but the relatively limited internationalggning and that of

China Shipping Development Terminals is equivalent.

The most interesting is in the development of Chiterchants.
Highly engaged in Chinese terminals with local aternational
players, CMHI partially owns one of Hong Kong'sgmhandlers and
has rapidly expanded its positions around the woHdist with
African ports: (Lagos, Lomé, Djibouti), then withet construction and
management of a new terminal in Colombo (CICT 85@MHI
associated with Cosco and CS took 30% of the KaagMerminal of
Kaohsiung (Taiwan). There is a commitment to agubjn Tanzania

while the one in Vietham is suspended due to thside@ between the
17
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two countries in the South China Sea. Last butleadt, the Chinese
group has acquired 50% of Terminal Link, a subsyded CMA CGM

with its numerous locations in Europe, North Amarand the Far
East. With this acquisition, CMHI becomes a re&tiinational player
even if it is mainly a matter of capital and notedt management of

terminals.

The rest of other elements that feed the internatipress and the
famous fantasies of a Chinese strategy of globalamation, a new
Gwadan port in Pakistan was built by China Statens@oction
Engenering Corp. and of which a subsidiary Chiner®®as Ports
Holding is a shareholder alongside the giant oper&SA. An
anxious reading of Chinese equities, associateP#hkestani port, the
Colombo terminal and the Burmese-Chinese pipelingth the
Chinese "pearl necklace" around India. Likewisecofficial trip to
Iceland and the use of the northern route by a €atip reveal

Chinese interests for the Arctic passage.
Control of National Markets

China in 2012 imported 270 Mt of crude oil. Parttioé supply is
through large tanker charters (VLCCs) made by Gdeneharterers,
primarily PetroChina and Sinopec (via Unipec). istcontext, the
government's goal is for half of this market to d&f@nnational
shipping companies. The share is already 40%,ntiagket share is
concentrated almost exclusively on supplies from Bersian Gulf.
Other supplies, particularly from West Africa, b&henuch more

from international players.

18
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The maritime challenge is notably in a multiplicatiof sources of
supply over long distances (South America, Medieean) what the
maritime market sees positively for the demandstups. However,
the growth of China's naval oil tool is not a gaigh for international
players. Already, the Chinese fleet of VLCC wathatend of 2012 of
60 units (3rd world fleet), and it evokes a commah80 units by the

different Chinese groups.

The question of genuine protectionism came up thighbanning in
the Chinese ports of the giant ore companies oV#le group. These
400,000 dwt units (built partly in China) aim tofef the Brazilian
iron a logistical competitiveness against its Aalsin competitor.
However, the Chinese shipowners obtained in 20Xin frtheir
government a ban on ships of more than 350,000 fdwsecurity
reasons. The lifting of the ban is in question. Tiegulatory
temptation to favor national armaments is a latdmeat. In the
summer of 2013, the press spoke of the Chinesemtigls’ desire not
to let the prices of containerized transport be uatavorable for the

actors.

Conclusion
Sino-Algerian cooperation; The Chinese want to obidate their
presence in Algeria

The port project which initially involved the congpibn of the port
itself and a penetrating highway linking it to teast-west highway

was to cover an area of 749 hectares. But now B&28res of land
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will be consumed by the project. These hectares baen declared of
public utility, according to this decree.

This significant increase of the surface allocatedhe realization
of the port is explained by the addition to theiahiproject of three
industrial zones which will be realized in locadgi of the wilayas of
Blida and Tipaza. The areas of these future indstreas will be 850
hectares, 870 hectares and 280 hectares.

The decree also formalizes the project to builcibgervice that
will link the new port to the El Afroun railway dtan. The 38.6-

kilometer long railway will consume 291 hectaredanfd.

The 38.5-kilometer highway project, already incldde the initial
plan, saw its footprint rise from 285 hectares & ectares. An
increase due to the addition to the initial projectwo service areas
and three toll stations.

The port project itself has not changed since st executive
decree of February 2017. The ambitious projectgtha construction
of 6320 meters of quays for 24 stations and a water plan of an

area 400 hectares.
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