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I was grateful for the opportunity to provide evidence to the Committee on 17 May in relation
to the Scottish Government's engagement with China. I have been following the
committee's progress with interest and wanted to pick up on a number of issues in relation to
the accuracy of evidence provided, key achievements between Scotland and China and the
development of the Scottish Government's 2012 China Strategy.

Written Evidence

Firstly, in relation to the written evidence provided to the Committee by Mr Philip Morgan.
Mr Morgan highlighted concerns in relation to risk assessment, resource allocation and
monitoring mechanisms. He also noted a perceived lack of explicit links between previous
and current China Strategies and Ministerial visits.

The China Strategy is a high level document which provides a framework for any
organisation in Scotland who wishes to work with China. It does not prescribe action - but is
a statement of commitment on the Scottish Government's rationale and approach. The
Strategy is designed to give stakeholders a clear sense of direction, priorities and high level
goals and given the timescale of the plan (five years) this is appropriate.

We manage risk across the Scottish Government and Scottish Development International
(SOl) and the high level targets in the China Strategy are linked to targets in SOl's Trade and
Investment Strategy, the Government's Economic Strategy and International Framework.
Alignment of these measures is critical and has been achieved. It would not be appropriate
to set out operational detail such as risk and resource management in a high level policy
document. These issues are managed effectively on a day to day basis by officials.

As Mr Morgan himself noted, five years is a very long time and it is inevitable that the
landscape will alter over this period. We are mindful of the need to take a flexible approach
to our engagement with China - which is why, in contrast to previous plans, we have
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committed to carrying out an internal review on an annual basis to ensure that the targets
within the Strategy remain relevant.

On the issue of Ministerial visits to China - all visits are designed to deliver against the
priorities and targets of the China Strategy. As such, due care and attention is given in the
programme planning process, to ensuring that Scottish Ministers participate in a range a
high value opportunities designed to deliver real benefits to Scotland. Ministerial support in
China can be invaluable and much has been achieved in the past few years through creative
and collaborative planning of Ministerial visits to China; maximising the returns for Scotland
and Scottish business. We have established relations with Beijing, Shanghai and Hong
Kong, and Memorandums of Understanding have been signed on previous Ministerial visits
with Shandong, Shenzhen and Tianjin.

For example - the First Minister's most recent visit to China and Hong Kong in Oecember
2011 encompassed economic, education, culture and tourism opportunities - all features of
the new China Strategy and the previous plan. On 20 October 2012 the First Minister
announced the planned creation of 380 new jobs in Glasgow by mobile company Three. The
expansion of operations follows discussions between the First Minister and Canning Fok,
Group Managing Oirector of Hutchison Whampoa Limited (the parent company of Three)
during the FM's visit to Hong Kong in Oecember 2011.

There is very close co-operation in the planning and day-to-day delivery of such visits with
the Scottish Government and other Team Scotland partners. Scottish Oevelopment
International staff in the field ensure that Ministerial visits support on-going discussions and
negotiations with, for example, potential inward investors and that a political connection can
be made to help Scottish companies gain access at the highest possible level.

Key Achievements between Scotland and China

China's status as the world's second largest economy and high levels of growth mean that
building on our current links with China will help contribute to the Scottish Government's
purpose of increased, sustainable economic growth. There have been many successes on
that front so far. For example, on international trade we have seen exports to China
increase by 88% in the last 5 years from £265m to £498m, an increase of +£232m (source:
SPICE). We have also seen the share of Scottish exports to China increase from 1.9% to
2.9% (source: SPICE). What is encouraging is the pronounced increase in exports in the
last year (2012) where exports grew by 21 %, an increase of £88m (source: SPICE). This
was the largest value increase to any international country.

There has been significant export growth in most industries in the last five years (2007-2012)
e.g. food (& livestock) increasing by 340% to £19.5m, beverages (& tobacco) increasing by
78% to £72.5m, machinery and transport equipment increasing 77% to £248m.

Over the same time we have seen the number of companies supported by SOl increase from
77 a year in 2007/8 to 208 companies in 2012/13 an increase of 270%, and an increase in
the last year of 22%. Also in the last year we have seen SOl open a new office in Shenzhen
and increase staff in China by nearly 30% (from 7 to 9) to provide on the ground support to
more Scottish companies to export.
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At present Scotland has 12 Chinese inward investors: Lenovo; Ningxia Zhongyin Cashmere
Company (owners of Todd & Duncan); Cochran International Holdings Ltd (owner of
Cochran Ltd), Ganten, Petrochina, CNOOC (the second largest operator in the North Sea),
Sinopec, Bank of China, iRock, Hutchison Whampoa Huawei and Xinhua News Agency.

In terms of attracting further investment we are seeing increasing interest from China. From
the Ernst and Young Investment Monitor in the last two years of the 11 nations/ regions in
the UK only 6 have attracted investment from China. Outside the South East of England
(incl. London), Scotland is ranked joint a= for China investments. This continues to be a
focus for SOl.

On-going Scottish Government and industry engagement with China has, in recent years,
has helped secure 'geographical status' for Scotch whisky. In 2012, exports of Scotch
Whisky from the UK to China were valued at £71.5 million representing a £29.4 million (70%)
rise compared to 2007 when they were valued at £42.1 million. Exports of Scotch Whisky
from the UK to Hong Kong reached £20.7 million in 2012, up £4.2 million (26%) compared to
2007. (Source: HMRC)

Far East markets accounted for around 2% of estimated fresh Scottish salmon exported from
the UK in the years prior to 2011 when the Scottish Government secured a new import deal
with the Chinese Government. This new deal followed on from the First Minister's
discussions with then Vice Premier Li Keqiang during his visit to Scotland in January 2011.
Since then the proportion of global sales going to the Far East has risen steadily, reaching
21% in 2013 - with China (£9.6 m) accounting for just over half the value of total sales
(£18.5 m) to the region in the first quarter of this year. (Source: HMRC)

Of course the relationship between our two countries goes beyond economics and has
delivered exciting cultural collaborations and educational partnerships. Within the education
sector, statistics for 2011-2012 show that there were 8,075 students from China (including
Hong Kong and Macao) studying at Higher Education Institutions and Colleges in Scotland -
this represents a 22% increase from 2010-2011.

We recognise the importance of training the next generation of young people to develop the
language skills and cultural awareness required to work and do business with China. The
Scottish Government has taken a number of additional steps to extend the teaching of
Chinese language, culture, and history within Scotland over the past few years. This
includes the development of 13 Confucius Classrooms in Scotland covering 17 local
authorities; training in Scotland of teachers of Chinese and Scottish Government funding for
young people and teachers to undertake study visits to China each year.

On the culture side - since the signing of a Cultural Memorandum of Understanding during
the First Minister's visit to China in December 2011 , there has been a significant increase in
new cultural collaborations, deepening of existing relationships and increased exchanges
between both nations. Applications to the International Touring Fund from Scottish National
Performing Companies wishing to tour in China have seen a rise from £29K awarded in
2011/12 to £188K awarded in 2012/13.

Direct Flights

On the issue of direct flights the Scottish Government believes that there is a considerable
potential for improving Scotland's international air connections and the development of a
direct air route between Scotland and China has been a key focus of our engagement with
the Chinese government and Chinese airlines. There is a demonstrated market demand
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with the Scottish Governments analysis of the route potential showing a mid-point forecast of
some 58,000 passengers per annum.

Following on from the First Minister's discussions with the China's Civil Aviation Authority
(CAAC) and senior representatives in Beijing for a potential air route, Transport Scotland
have engaged with Hainan Airlines although progress has not been as quick as either we or
the Chinese Authorities would like. The Chief Executive of Transport Scotland met with the
Civil Aviation Administration for China (CAAC) in Beijing in April. The CAAC indicated that
the best prospect of establishing a direct air route would be through engagement with the
Chinese State carriers - Air China, China Eastern and China Southern. We are now re-
focusing our efforts on engaging with those airlines.

The Scottish Government's 2012 China Strategy: Working With China

Our new China Strategy Working with China sets out the context and rationale for the
Scottish Government's engagement with China. It is a necessary statement of commitment
to the Chinese about the importance we attach to our growing relationship.

The Strategy outlines four priority areas to focus Scotland's engagement and sets clear
national objectives, underpinned by specific measurable targets. The annex within the China
Strategy sets out the data sources through which the targets, and therefore our success, will
be measured and provides baseline values for each. In contrast to its predecessor, the
Strategy will be subject to an annual internal review to ensure that the targets remain
relevant.

The Strategy is also underpinned by four guiding principles which will direct our engagement
with China - they are securing sustainable economic growth; respect for human rights and
the rule of law; understanding of culture; and increasing Scotland's influence.

Since the previous China Plan expired in 2011, the Scottish Government, and our
stakeholders have held specific sectoral events as well as meetings to gain views and insight
into our current and future engagement with China. Stakeholders invited to engage in the
development of the Strategy are outlined as a separate appendix to this letter. The events
included a high level stakeholder conference held on 14 March 2012 which was addressed
by the Chinese Consul General and the Cabinet Secretary for Culture and External Affairs as
well as the former Governor of Hong Kong, Lord Wilson of Tillyorn. In addition other events
held included a specific trade and investment event on 25 May 2012, a dinner with key China
experts and influencers was hosted by the Cabinet Secretary for Culture and External Affairs
was held on 27 July and a meeting with members of the Chinese Community here in
Scotland took place on 31 October of that year.

Following the publication of the Strategy the feedback has been positive, and it is clear that
Scotland's enthusiasm and commitment to this important relationship has been reciprocated
by the Chinese Government. The Consul General for China, Mr Li Ruiyou has indicated to
Scottish Ministers that the Strategy has been positively received by the Ministry of Foreign
Affairs in Beijing. His letter is provided as a separate appendix.

Going forward, we intend to make the very best use of the existing funding pools, which are
significant, across the Scottish Government and its partners (Team Scotland). The
measures described in the Strategy's Implementation and Delivery section set out how the
Scottish Government will facilitate and maximise collaboration across Scotland through
partnership working - this includes focusing on key areas, where Scotland has its biggest
strengths to increase our visibility - prioritising on what we can provide to China and ensuring
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that appropriate actions are incorporated into the business plans of the relevant Government
directorates and other public bodies. It also includes the establishment of on an
Implementation and Delivery Forum and an online hub to increase the sharing of information
and best practice on Sino-Scottish relations amongst stakeholders.

In implementing the China Strategy we will continue to work with UK and EU departments to
ensure Scotland makes the most of the opportunities that the UK and EU platforms in China
offer, and that UK and EU departments are supporting Scotland's priority interests where
possible. We also work closely with the Foreign and Commonwealth Office and derive
considerable benefit from having dedicated representation of the Scottish Government within
the FCO embassy in Beijing.

I hope this additional information is of assistance to the Committee.
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Consulate General of The People's Republic of China

55 Corstorphine Road, Edinburgh EH12 5QG Scotland U.K.
Tel:01313372620/01313379896,Fax:01313377866

Rt Hon Alex Salmond MSP
First Minister of Scotland
St Andrew's House
Regent Road, Edinburgh EHI 3DG

12thDecember, 2012

Dear First Minister,

As instructed by Beijing, I hereby take the great pleasure to convey the
. following message from the Ministry of Foreign Affairs of the People's
Republic of China regarding the China Strategy published recently by
the Scottish government:

The Chinese side noticed the recent publication of the China
Strategy by the Scottish government and made an intensive
study of the document. The deterinination and moves -of the
Scottish side for strengthening collaboration with China are
highly valued by the Chinese side.

The exchanges and cooperation between China and Scotland .:
have been widened and deepened with promising prospects,
and have greatly benefited both sides. China will continue to
work with Scotland to consolidate the friendly and win-win
relationship and set an example of promoting equality, mutual
trust, inclusiveness, mutual learning and mutually beneficial
cooperation.

I'd also like to take this opportunity to express my sincere gratitude to
you and your colleagues for your good will and great support to this
Consulate and its work.

Yours Sincerely,

1'~Y;t
Consul General



LIST OF STAKEHOLDERS INVITED TO ENGAGE IN THE DEVELOPMENT OF THE
2012 CHINA STRATEGY

3DReid Architects Ltd Royal Scottish National Orchestra Royal Zoological Society of Scotland

Aberdeen Asset Management pic Royal Botanic Garden Edinburgh Safehouse Habitats (Scotland) Ltd

Acre Valley House Global Combustion Systems Ltd Scotland Food & Drink

Aggreko PLC Gordon and MacPhail ScotlandlS

Amnesty International Heriot-Watt University Scotland's Colleges

Angus Council Highland Spring Ltd Scottish Chambers of Commerce

Angus Dundee Distillers PLC Holmes Miller Ltd Scottish Council for Development and Industry

Argyll Smokery Howden Group Ltd Scottish Crop Research Institute

ARUP HSBC Scottish Development International

ASCO Group Limited Ian Dickson Travel Limited Scottish Enterprise

BAE Systems Pic IndigoVision Ltd Scottish Funding Council

Baillie Gifford & Co Institute of Directors Scottish Human Rights Commission

Bank of China (UK) Limited IT Xchange Ltd Scottish Lifesciences Association

Barr and Wray Ltd JB Management (Scotland) Ltd Scottish Opera

BDO LLP Johnstons of Elgin Ltd Scottish Police College

BluTest Laboratories Kinloch Anderson Ltd Scottish Policing International

Breo Ltd KPMG Scottish Qualifications Authority

Chemco International Ltd L.D.C.Limited Scottish Renewables

China Project Management Ltd Loch Fyne Oysters Scottish Seafarms Ltd

China-Britain Business Council Logitech Ltd Scottish Sports Association

Clyde Blowers Ltd Lyle and Scott Scottish Tourism Forum

C-Mar Global Solutions Ltd Mackies of Scotland Scotwork

Common Purpose Magnetic Advertising Company Ltd SgurrEnergy Limited

Confucius Institute for Scotland
Martin Currie Investment Management Sichuan ClickNetherfield Display & Exhibition Ltd
Ltd

Confucius Institute, Glasgow University Millennium & Copthorne Hotels pic Sportscotland

COSLA Mott MacDonald SSE Renewables

Creative Scotland Murgitroyd & Company Standard Life

David Ritchie Ltd Mylnefield Research Services Ltd Supply Technologies Ltd

Deloitte National Theatre Scotland The Royal Society of Edinburgh

Devro Pic Nautilus Rigging The Scotch Whisky Association

Dynamo Games Ltd NCR UK Group Limited The Weir Group pic

Edinburgh City Council Neogen Europe Tourism Leadership Group

Edinburgh Napier University Noble Grossart Universities Scotland International Committee

. Elmwood College Ove Arup & Partners International Ltd University of Aberdeen

Equality and Human Rights Commission Peak Scientific Holdings Limited University of Dundee

Federation of Small Businesses PFP International University of Edinburgh

Festivals Edinburgh Pinsent Masons LLP University of Glasgow

Fresh Catch Platinum Golf Scotland Ltd University of Strathclyde

Gentech International Ltd Potato Council VisitScotland

Glasgow Caledonian University PSI Global Ltd Weir Group pic (HQ)

Glasgow City Council Rhod McEwan Golf Wood Group Engineering

Glasgow School of Art Robert Gordon University Young Chinese Professionals

Glen Eagles Royal Bank of Scotland (RBS) Cross Party Group on China
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