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China’s flood of cheap goods is
angeringits allies, too

Torrent of exports to the developing world is causing factories to close and killing jobs

deluge of cheap Chi-

nese goods washing

over the developing

world is jacking up

tensions  between
Chinaand the Global South, com-
pl ing’s plans to build
alliances as it confronts escalating
tracle tensions with the TLS.

With President-elect Donald
Trump saying he plans to signifi-
cantly increase tariffs on China,
Beijingis hoping to unload more of
its excess factory production to
developing-world countries, from
Indonesia to Pakistan to Brazil.

But many ofthose countries are
pushing back, as cui-price Chinese
imports put pressure on their facto-
ries, killingjobsand blocking efforts
to grow manufacturing at home.
have been
1g man
ngas the best way to propel their
rise up the development ladder.

For China, the emerging back-
lashthreatens to
undermine its
goal of being a
leader of the
developing world, whose support it
hascourted as ameans of building
itsownalliances tocounter the U.S.

Manyd 3
fear they willendure the same kind
of “China Shock” that gutted
industry startinga qudrILr century
ago, Economist:
lost more than two r

toysand clothes buckled
under competition from Chinese

OIS,
A similar pattern appears to be
ng out in some of China’s
developing-world trading partners.
In Thailand, more than 1,700 facto-
ries closed from the start of 2023
through the first quarter of 2024
after Chinese exports to the country
surged, according to KKP Research,
p:m of Thai bank Kiatnakin Phatra
ial Group.

New factory openings are help-
ing offset those closures, the bank
said, but “the future outlook is
ikely to become more challeng-

ng.”
Tofight back, developing coun-
tries have implemented almost 230
trade-defense measures affecting
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Chinese imports since the start of
2022, incl Iu:hnvmrlﬂ\ antidump-
inginv lmm-mctdnlv\uhsul\
probes, according ta Global Trade
Alert,anonprofit based inSwitzer-
land that supports open trade.

Brazil. a kev member of the Brics
group of developing economies
that includes China, accounts for
mare than 120 of thos
tions. Despite ¢
between Brazilian President Luiz
Indcio Lula da Silva and Chinese
leader XiJinping , Brazil has rais
tariffs onauto parts, telecommuni-
cations equipment and steel made
in Chinaand other countries.

In October, Indonesia banned
Temu, the Chinese-origin app that
shuttle:
Chin
doors worldwide. Indonesia said
the model raises risks of predatory
pricing.

“If foreign products enter with
prices far lower than productsfrom
win small | S8, CONSHIM=-
ill choose ;|
aid Prabunindy

s a s

Communica-

tions Ministry.

“Oursmall busi

nesses will struggle to comp

China’s Commerce Ministry

didn’t respond to requests forcom-
ment,

Much of the current discord stems from China's efforts to support its factories to keep its economy steady. sLoomsera

fallen through or come with restric-
tions.

In November, Xi officially
opened avast new deep-water port
in Perubuilt with Chinese money .
Many emerging markets sell mas-
sl\eammmtank‘nmmod
dironore, to China,

Trading
Some dE\ elnpmg world leaders

i onallthe
g. [na visit to the Chi-
Bangladesh’s
IhL n-Prime M 'rSheikh Hasina
said she wished to ereate a “more
equitable trade relationship” with
China, which has a $22 billion
annual trade surplus with Bangla-
desh. She gota commitment tostart
impaorting Bangladeshi mangoes,
but not much more.

In September, South African
President Cyril Ramaphosa made
similar pleasduring a Beijing visit.
Chinese exports to South Africa
have doubled since 2016, even as
South Africa’s economy has stag-
nated.

On the other side of the ledger,
China has extended billions of dol-
lars inloans and investment deals to
the Global South. It touts these
funds as evidence that China is
more reliable than the U.S., whose
pledges of support have at times

and some have free-trade agree-
ments with Beijing.

Developing-world countries also
have many geopolitical reasor
deepen ties iding,
insome cases, distrust of the U.S. Xi
and Brazil's da Silva, whose country
isamongthe minority that boastsa
trade surplus with China, sealed
theirbromancein Novemberwith
abear hugafter the two sides signed
trade and investment deals.

These crosscurrents show how
Beijing’srelationships are growing
more complex when China needs
as many friends as it can get.
Trump has said he would raise tar-
iffson Chinese importsto the US.
to 60% or more. Even smaller
increases could rock a Chinese
economy that is struggling to
recoverfrom areal estate bust and
otherproblems.

China could respond by Julmg
its currency weaken, ma
goods cheaper for alternative buy-

ers. But that would likely accelerate
China's shift toward sellingmore to
developing-world nations, withits
own economy too weak to buy
muchmoreof their exports, push-
ing trade tensions higher.

China’s

Much of the current discord
stems from China’s efforts to sup-
port its I'al‘lun stor to keep its
Since the re
lalolmhhlolmp]wd in 2021, China’
leaders have been pouring maney
into industry ,which hasled to bal-
looning production and a surge in
€XpOrts.

With the U.S. and Europe hiking
tariffs to keep that excess produc-
tion out, the developing world has
hecomealogical outlet.

Sincethestart of 2022, the value
of Chinese exports to emerging
economies has risen 19%, according
to International Monetary Fund
data. Imports from emerging mar-
kets over the same period have
risen 11%.

As a result, in the 12 months
through August, China’s trade sur-
plus with emerging economies
reached $384 billion, 56% bigger
than in 2021.

It is a bitter pill for developing
countries to swallow because

many were expecting China to give
up on low-end manufacturing as
its economy matured. That, they
hoped, would open the door for
other nations to move into labor-
intensive industries such as tex-
erating their

Instead, Lhmahas held on to big
chunks of manufacturing, while
doing little to stimulate consumer
spending so it can absorh what it
produces. China’s share of global
oods exports in 2023 was 15%, up
2 percentage points since 2019,

“There is a lack of opportunity
for emerging economies to export
those low- to mid-end products,in

vhich they could actually be com-
i " said Camille Boullenois,
associate director with Rhodium
Groupin Brussels. “Theyare sort of
stuck.”

brouhaha

In Brazil, business leaders I:
much of the blame for the country’s
shrinking industrial sector on
China, Manufacturing, which
accounted for 36% ol Bra
domestic product in 1985, contrib-
uted less than 11% last year.

Steel is a major bone of conten-
tion . Brazil has one of the world's
largest supplies of iron ore, a key

component in steel. But itis often
cheaper toshipitover10,000 miles
toChina and importithackassteel,
rather than produce locally, caus-
ing some businesses to rethink
investments in Brazil.

“What's the point of investing in
acountry where some 20% to 25%
of steel is already imported? It's a

it iid JefTer-
ula, ||( dd(:ll\n elorMittal

WhileBrazil's government dou-
bled import tariffs recently on some
steel products such as wire and
cables, businesses have called for
outrightlimitson imports.

[n India, officials have raised
duties onimports from China and
other countries of ¢i t boards,
industrial lasers and vinyl sheets
used tomake signs.

AshishBharat Ram , chairman of
Indian chemicals company SRF,
said Chinese competitionisn't just
anissue for the domestic market - it
isalso squeezing prof-
its emerging-market

InOct, Indonesia

recent trends continue.

Cautious pushback

In Indonesia, Chinese compani
have spent hillions of dollars inv
ing in natural resources, boosting
Indonesia’s exports of nickel and
other commodities.

But for smaller husmL sses such

makingit hard
Chinese toy exports to
the country doubled from just
under $100 million in 2018 to
around $850 million in 2023.
“It’slike they’

ata Riangsaputra, the compal
director.

Riangsaputra said the decades-
old factory is cutting staffand turn-
ing tolower-value products requir-
ing fewer workers, such as paper
puzzles, where he can save on costs
by buying raw materials locally.

Other groups have called for

firms earnabroad. banned Temu, the ing the Indonesian

Netprofitat SRF in Chinese-origin Ceramic  Industry
the six months app that shuttles Association, which
lh‘r(-)ugh b'epll'_erflher cheap goods from says m;-_‘re l-ha>n slx
was down 29% com- Chin Jants t Indonesian ceramics
pared with the previ- inese plal 0

ous year, at ahout $76

million, in large part

because the company

was forced to slash prices to com-

pete with cheap Chinese competi-

tion in Europe and other hig mar-
1

Tobesure, inexpensive Chinese
imports bring considerable bene-
fits to poorer consumers, who find
in Chinese products affordable
alternativesto Western-made cars
and homeappliances. Developing-
world companies that sell products
to Chinaalso create jobs,

The World Bank, in an October
report, said that the gains develop-
ing countries got from China after it
emergedas aglobal trading power-
house outweighed downsides from
Chinese competition. Between
2008 and 2019, a1 percentage point
increase in Chinese growth boosted
growth in emerging and develop-
ing economies in Asia by around
0.1 percentage point.

But the bank also found the effect
is shrinking, and might reverse if

consumers' doors

factories have closed

nese plates and bowls,

But retaliating can

be dangerous, some locals say,
given Indonesia’'s commodity

In a speech in J\ll‘r, Indonesia’s
trade minister at the time, Lulklﬂj
Hasan, said the country was by
Mooded with products as Chine; se
exporters struggled with overca-
vity. Hasan said he would soon
finalize tariffs of up to 200% on
products such as textiles and
ceramics to protect local industry.

Days later, another Indonesian
minister clarified that any tariffs
wouldn't target China specifically.
Atapressconference, aspokesman
for China’s Foreign Ministry refer-
enced the debate and warned that
Beijing would “take necessa
measures to safeguard the legi
materightsand interestsof Chinese
companie:

The tariffs were never imple-
mented. Indonesia’s trade ministry
didn’trespond to requests for com-
ment.
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