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BY SERGEY F. SUTYRIN' AND VLADIMIR N. KOV ALENKO"
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ABSTRACT

The article deals with some important aspects of economic cooperation
between China and Africa in the historical context. Saviel-American
competition for domination in Africa between the 1960s and 1980s is
also discussed, as well as the reasons of the failure of Maoist China’s
attempts to offer an alternative social and economic development model
for African countries in the 1960s and 1970s. The rapid growth of the
Chinese econony after 1978 created a considerable demand for new
sources of raw materials. Alrica appeared o be ane of these sources, The
disintegration of the USSR in 1991 in combination with the United
States’ lack of interest in Africa in the 1990s provided additional
opporlunities for China to expand in Africa. Taking into consideration
China's promotion to one of the global superpowers and an increasingly
important partner for Africa (which during the last several years hias
become one of the most economically dynamic regions), One might
expect a [uture growing multidimensional compelition for Adrica
between the United Siates and China (PRC).

INTRODUCTION

The unpru::cdcnicd cconomic growth of the People’s Republic of China (FRC)
in the last 30 years caused the strengthening of its global influence. Its diverse
sclivities in Africa became one of the visible manifestations of China’s new
gatus in the world. In order 10 aSSC88 comprehensively both the nature and the
internal logic of the economic collaboration between China and the Adrican
countries one should also jook al the process from historical and political points
of view.

In the 19505 and 1960s the majority of African couniries had to solve two
main problems: achieving national independence and finding an appropriate
«ocial and economic development model. If in the 1950s the countries could
choose between a Soviet-type socialism and Weslern capitalism, in 1960 they
ok a new option the Maoist version of cocialism. The model in particular
demanded  the unconditional  acceptance of the Chinese revolutionary
experience. Despite all the efforts of the Chinese leadership, this could not
hecome an attractive social and economic model for the countries ol Advica.
-
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The stwrt of the economic reforms in China did not result in any substantial
changes in Chinese policy towards Africa till the end of 1980s, because Ching
had ne financial and technological capabilities to start any serious econonc
expansion in this mega-region. At the beginning of the 1990s the Chinese
ceanomy successtully entered a new stage of reform, The achievements of the
industrial development caused an impressive growth of internal demand for raw
muterials,

The collupse of the USSR in 1991 and the United States’ lack of economic
interest in Africa in the 19905 provided a unique chance for Chinese businesses
[0 starl penctration of the continent, Large-scale economic expansion began in
the 20005 with the support of the Chinese state. During this period China began
acting not only as a buyer of raw malerials, but also as a major investor as well
as a supplicr of indusuial technologies. The gradual transformation of China
into one of the key players on the continent changed the geopolitical status tuo,
Since the second half of the 2000s the contlict of interest between China and the
United States gradually became more and more evident with its most clear
manilestation in the case of competition for African oil.

Although the outcome of the i valry between the two economic superpowers
lor the continent is still unclear, nowadays for the first lime since (he
disintegration of the USSR, African countries have a choice again — to bujld
their future according to the recipes of either the Chinese or the American
EOVernment,

ESTABLISHMENT OF RELATIONS BETWEEN CHINA AND AFRICA

The madern period of collaboration between China and Africa starled in 1955
when at a conference in Bandung (Indonesia) the Chinese prime minister, Zhou
Enlai, proposed that the participants should make every effort 1o develop a
political platform  of  cooperation, rejecting the disagreements, fears and
suspicions which some developing countries had concerning China. In 1956 the
PRC estublished diplomatic relations with Egypl. That was the de faclo
beginning of the Chinese diplomatic offensive on the continent of Africa.

During his visit to ten Asian and Afvican countries from December 1963 1o
February 1964 Zhou Enlai declared five principles as a basis to build relations
between China and the Arab and African countries,

The Five Principles'

I, China supports the African and Arab peoples in their struggle o nppose
imperialism, and old and new colonialism and o win and safepuard
national independence.

see CChimese Leoders on Sino-Afican Relations’, China facts and [figures, 2002, w
J|||p:.".-'1.1.'1.1.'1.|.'.cIli|m.ur;__e.cn.-'cn}__'iisll."l'caluru:ifCIlin:I-Al'ricn.f.‘ﬂﬁﬁ-l.I!lm nccessed 7 November
20 2y,
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2. It supports the pursuit of a policy of peace, neutrality and non-alignment
by the governments of the Afvican and Arab countries.

3. It supports the desire of the African and Arab peoples to achieve unity and
solidarity in the manner of their own choice.

4. It supports the African and Arab countries in their efforts to scitle their
disputes through peaceful consultations,

3. 1t holds that the sovereignty of the African and Arab countries should be
respected by all other countries and that encroachment and interference
from any quarter should be opposed.

In 1960s Mao Zedong made considerable efforts to transform the country into
the: world leader of anti-imperialistic forces. In spite of the fact that China
possessed limited opportunities to assist the poorest third-world countries, it
nevertheless implemented a number of projects. The best known example was
the construction of the Tan-Zam railway which connected Zambia with Dar es
Jalaam seaport and became the most significant Chinese project in Africa. It
allowed Zambia to do away with transport dependence on racist-ruled Rhodesia
allied with South Alfrica. The Chinese attitude towards cooperation was based
on the following eight principles proclaimed by Premier Zhou Enlai during his
visit to Africa to superintend China's foreign cconomic and technical assistance,

The Eight Principles®

I. The Chinese government always bases itsellf on the principle of equality
and mutual benefit in providing aid to other countries. It never regards
such aid as a kind of unilateral aim but as something mutual.

2. In providing aid to other countries, the Chincse government sirictly
respects the sovereignty of the recipient countries, and never attaches any
conditions or asks lor any privileges.

3. China provides economic aid in the form of interest-free or low-interest
loans and extends the time limit [or the repayment when necessary so as (o
lighten the burden of the recipient countries as Far as possible.

4. In providing aid to other countries, the purpose of the Chinese government
is not to make the recipient countries dependent on China but to help them
embark step by step on the road of self-reliance and independent economic
development,

3. The Chinese government tries its best to help the recipient countries build
projects which require less investment while yielding quicker resulis. so
that the recipient governments may increase their income and accumulale
capital.

6. The Chinese government provides the best-quality cquipment and material
of its own manufacture at international market prices. I the equipment and

‘Chingse Leaders on Sino-Alrvican Relntions',
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material provided by the Chinese government are not up to the agreed
specilications and quality, the Chinese government undertakes to replace
them.

7. In giving any particular technical assistance, the Chinese government will
see 1o it that the personnel of the recipient country fully master such
lechniques.

8. The experts dispatched by China to help in construction in the recipient
countries will have the same stndard of living as the experts of the
recipient country. The Chinese experts are not allowed (o make any special
demands or enjoy any special amenities,

According 1o Gregory Chin and Michael Frolic, Chinese foreign aid during the
Muoist period can best be understood as operating at three levels: First, China's
development assistance was designed to help posi-colonial regimes modernize
and become self-reliant, and focused on agricultural aid, technical assistance,
and projects that could be completed quickly. The central aim of this assistance
was o help developing countries feed and clothe their people. Loans to support
local projects were usually provided interest-free. The Chinese referred - and
continue 10 refer - to their development assistance as *poor helping the poor’, A
second level was China’s desire to help advance communist internationalism
and, later, the non-aligned position in the developing world. At the height of
their assistunce, the Chinese even sought to take a leadership role in the Third
World anti-imperialist struggle and the international Communist movement by
exporting the Maoist model of peasant-based socialist construction and
offsetting Soviet influence. And third, China used development assistance Lo
mitigate the influence of Taiwan’s Kuomintang government and counter it
diplomatic efforts 1o maintain international recognition as the government of
Chinat.

Gregory Chin and Michuel Frolic sensibly argue in their paper that during the
first decades of the PRC’s existence its main aspirations were the ‘export of
revolution’, the attempts of Mao Zedong to make the country the leader of the
third world and ideological competition with the USSR for the countries of
Africa. The Chinese approach meant that African countries would repeat the
key moments of the Chinese revolution: armed oppesition o imperialist power,
‘correct leadership® and the use of rural base areas.’ However, this approach
negatively affected the development of relations between Ching and a number
of the African states. It was extremely difficult for their leaders Lo build long-
term relations with the Chinese government, which at any time might cease o
be u partner and start supporting radical Muaoist groups in their country.

Gregory Chin and  Michael Frolic, *Emerging Donors in International  Development
Assistance: The China Cose', International  Development Research Center, 2007,
hetpefwwwidre col EN/Documents/Case-ol=Clhina pdi (aceessed 22 Junuary 2013),

“Ehow Enlai’s speech to the Algevian FLN', Peking Review, 3 Junoary 1964,
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Therefore the cooperation between the PRC and African countries was unsiable,
shifting from intensive contacts in the 1960s to sporadic ones in the 1980s.

During this period the Soviet approach to relations with third-world countries
differed substantially in comparison with that of the leadership of the PRC.
Since 1956 the main trend of Soviel doctrine regarding Afro-Asian countries
was acknowledging the possibility that some of them might carry oul a
‘peaceful transition towards socialism’.” In the 1960s this process reached ils
culmination with the announcement of a new concept, namely national
democracy, which was intended to describe the path those countries had o take
in order implement peaceful progress towards the first stage of communist
socicty.’

TRADE COOPERATION BETWEEN THE USSR AND AFRICA

The formation of active relations between the USSR and the African countries
started after the second world war. Between 1960 and the 1980s u ficrce
idenlogical fight for Africa took place between the USSR and the United States.
Primarily the Soviet policy was defined by the socialist messianic ideology and
geopolitical considerations, while economics played a secondary role.

The USSR concluded more than 40 long-term agreements on trade and
ceonomic  and technical cooperation with African countries. Usually it
undertook to assist ils partners in the construction of industrial enterprises. The
USSR provided equipment, machinery and other equipment, To finance the
deals the African countries either supplied the Soviet Union with their
traditional export commodities or used Soviet long-term commercial loans
granted on favourable terms, Thanks to the USSR's assistance, entirely new
industries were built up in some Aflrican countries. Among the best known
large-scale projects carried out with Soviel assistance in Africa were the bauxite
mines in Guinea, an oil refinery at Assab in Ethiopia, the Aswan High Dam in
Egypt, a metallurgical plant in the city of Ann in Algeria, the Ajaokuta stecl
plant in Nigeria and a cement plant at Diamou in Mali,

AL the beginning of the 1980s the Soviet companies assisted in the
construction of 600" enterprises in the region (another 280" had already been
finished by that time). Meanwhile, in order to assess Soviet-African economic
cooperation in a more comprehensive way, one should take into consideration
the fact that the USSR had a largely self-sufficient economy in terms of natural
resources endowment. Therefore the country was only moderately interested in

" Donald §. Zagoria, The Sino-Sovier Conflict 1956-1961, Princeton, NI, 1962, p. 40

Zagoria, pp. 360-2.

G.M. Sidorova, ‘Ressiya 1 Afrika: Etapy sotrudnichestva | perspektivy”, { Russia and Africa:
Stages of cooperation and its prospeets) 2011, al hitp:/mir-politika.o/256-rossiva-i-alrika-
elupy-solrdnichestva-i-perspektivy himl (aceessed 27 January 2013),

Sidorowa, 200 1.
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signilicant oil or other raw materials imports from Africa. Instead the Soviel
Union rather focused on the export of machinery, transport and  military
equipment as well as the promotion of its geopolitical influence.

From 1989 the overall foreign trade between the two superpowers and Alrican
countries was us follows,

I. Exports to Africa: USSR, US$1.6 billion:* USA, US$7.7 billion.™
2. lmports from Alrica: USSR, US$1.5 billion;" USA., US$14.0 billion.”

The disintegration ol the USSR brought dramatic changes in economic
cooperation between Russia and Alrica (Figure 1).
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Figure 1. Merchandise wade™ between USSR/Russia und Africa, USH billion, 1989-2(60
source: Vnesheekonomicheskie svyuzy SS5R v 1989 o, Statisticheskiy shormik,
bl Finansy i Statistika, 1990 (Russian Federmtion State Stitistios Service)
ab hopedfwww gk e (secessed 24 November 2012)

During the lirst half of the 1990s the commercial ties under review experienced
dramatic contraction. In 1995 trade between Russia and Africa declined 1o

Authors”  caleulations  based  on Vinesheekonomicheskic  svyazy 555K v |ugy £
Statisticheskiy sborik. M.: Finansy i Statistika, (USSR's foreign economic relations in 1989,
Stalistical year book, Ministry of Finance and Statistics) 199, pp 13-4,

Intermational — Trcle  Adminisiration,  US Depaniment of  Commerce, 1 L
hupefise export. govMSEChan Display.asps (accessed 24 November 2017).

The awthors™ caleulations bused on Viesheckonomicheskic svyazy S53R v 1989 p
stutisticheskiy sbornik, M. Finansy i Statistika, 1990, pp, 13-14.

International Trade Administration, US Department of Commerce, TradeStatsExpress,
hiip/itse export gov TSE/ChuntDisplay aspx (aceessed 24 November 2012).
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US5739 million (comparable with the PRC’s performance — US$935 million™ —
in the 1990s). Later on the situation started to improve. In particular, the share
of Africa in total Russian merchandise cxports in 2009 slightly exceeded
respective data for 1989. Nevertheless, several important long-term  trade
partners and political allies such as Ethiopia, Angola and Libya have been
basically lost (Figure 2).
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Figure 2. The main teade partners of USSR/Russia in total teacle volume with Alrica, 1989 & 2000
Source: Viesheekonomicheskie svynzy S55R v 1989 2. Statisticheskiy shornik.
M.: Finansy i Statistika, 1990, (Russian Federation State Statistics Service)
at hitpeffwww,gkse (aceessed 24 Movember 2012}

A variety of reasons generated the dramatic reduction in foreign trade between
Russia and Africa in 1990s, but the major one was most probably the
dominance of ideology over economic considerations. As G.M. Sidorova wrole,
‘the main obstacle for development of Soviet-African economic relations wis
vialation of their main principle — mutual profit. The “prestigions” projects
were carried oul without taking into account the long-term interests." !

In the 1990s the ex-Soviet rival, the United States, was profoundly involved in
European and Middle East policies and Africa was not included in the focus of
their interests. Despite the act that both US exports and imports in value terms
tended [0 increase during the decade (Figure 3)the relative significance of
Africa as a US trading partner contracted.

" China - Affrica, Beijing. 1996, 2, p, 1.

o
Sulorova, 201 1,
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Available statistical data clearly demonstrate that in relative terms only in case
ol Angola has the United States slightly expanded its trade involvement. In
other words, the collapse of the USSR did not provide any substantial additional
incentives for the United States to increase its activity in order to attract former
Soviet economic allies. According to Francis Fukuyama, that was “The End of
History”. At the same time China perceived the situation in an entirely dilferent
wiay.

THE CHINESE ADVANCE IN AFRICA

In 1990s China saw a real opportunity in Africa and took a chance. A new
paradigm of economic cooperation with the continent was introduced. [
prioritized business interests. According to Tatiana L. Deych, “The formula
“South-South™ is the basic doctrine of cooperation between China and Africa.
It provides the trade expansion between developing countries, the cooperation
in mastering of intermediate technologies, the technical mutual aid. Chinese
scholars believe that the capacity of the African countries is high enough, in
order to obtain the accelerated economic growth and self-reljance on the food.”"
At the same lime, notwithstanding the rapid development  of trade between
China and Africa in the 1990s in order to obtain new levels of cooperation.
political support was strongly needed.

In the 2000s the African continent came again into focus when Hu Jintao was
elected as a leader of the PRC. In June 2003, during talks with the visiting
Comaros Union president, Azali Assoumani. Hu Tintao pointed out that
consolidating and  strengthening unity and cooperation with all  African
countries, including the Comoros Union, was a vital part of China's independent
foreign policy of peace. He said that China would abide by the basic principles
of *sincere [riendship, equal treatment, unity and cooperation, common [rogress
and looking forward into the future’ in dealing with Africa and would be
dedicated to the long-term stable new partnership based on equality and mutual
benefir.™

One of the major incentives for the promotion of active cooperation between
China and Africa was the transformation of China in the first half of the 1990s
into a big oil-importing economy. In order to maintain the high speed ol
economic development, China wanted not mere trade relations with supplier
countries. It was interested in buildin g long-term relations with relinble
resource-rich partners who in their I areign policies would choose Jas a priorily
or would at least conduct a relatively independent policy. A cerlain number of
Alrican states fitted these requirements. The US invasion of Trag in 2003 with

g Dreyeh. Alvica v strategii Kityay, M. Institgt Afriki RAN. (Africa in Chincse sirateay.
Tnstitule for Alvican Studics of the Ryssian Acadenmy of Scicneel. 2008, p.l6g,

15 " : L el
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its subsequent occupation finally convinced the PRC leaders of the unreliability
ol vil supplies from the Middle East and stimulated a choice in lavour of
several African countries as alternative suppliers. Considerable stocks of oil and
other natural minerals in Africa allowed China to open a new channel of
delivery of raw materials to the mainland. As David Zweig and Bi Jianhai
argue, ‘Beijing has been able to adapt its foreign policy to ils domestic
development strategy "

From 2003, trade between China and Africa expanded fairly rapidly. Figure 4
clearly ilustrates the point.
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* The impart from Alrca as a parcentage of the forsl voleme of PRCS impon, %
= Thu oxport 1o Africa as a perogntage of tha tolal volume of PRCS export, %
Figure 4. Merchandise trade™ between China sl Africa, US$ million, 2003-10)
Sowrce: National Bureau of Statistics of Ching
al hipafiwww stits.pov.en (aecessed 24 November 2012)
Chinese—African foreign trade turnover reached US$127.1 billion® (Figure 4) in

2010 (imports US$67.1 billion*™ and exports US$60 billion™), compared with
USSHS.7 billion™ in 2000. The result is very impressive especially compared

1

Divid Zweig and  Bi Jianhai, 'China's Global Hunt loe Enerey’, Forefgn Affiirs, 2003, w
hupetiwww foreignallairs comianicles/6 10 | Tidavid-zweig-and-bi-jian haifchinas-global-hunt-
Fove-cnergy {uccessed 27 Januuary 2003).

I current prices.

Mativsal - Burean of Sudistics ol China, ar httpelfivww stots.gov.enftisjiadsp 2010wl
ROGUTE ks (avcessed 24 November 20123,
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with US exports to Africa. In 2010 it reached US$28.35 billion™ (USS11
billion™in 2000}, Chinese imports during the same period soared eight times
compared with 2.7-fold increase ol the US’s one. Although in absolute terms
the US imports from Africa are still bigger than the Chinese one, the gap is
heing cut.

Among the most important destinations of Chinese exports are: South Africa
(18 per cent), Nigeria (11.2 per cent), Egypt (10.1 per cent), Algeria (6.7 per
cent), Libya (3.4 per cent), Angola (3.3 per cent) and Sudan (3.3 per cent).”

In the 2000s the share of Africa in US merchandise trade increased: in the
case of exports from 1.5 per cent in 2003 to 2.2 per cent in 2010), in imports
from 2.5 per cent to 4.4 per cent (Figure 5.

120,000 - B0
100,000 5.0%
{0,000 - 4.0%
60,000 I 3.0
40,000 | 2.0%
20,000 1.0%,
g < 0.0%
2003 2004 2010
FEExport
=mpart

-+~ The export o Africa as a percentage af the tolal volume of US's export, %
~=Tha imporl from Africa as a percentage of the 1olal volume of US's import, %

Figure 5. Merchandise trade™ between the United States and Alvica, US$ million, 200310
Source: Imernational Trade Administration, US Department of Commerce
af hitp:ifise export pov (accessed 24 Movember 2002

The key destinations of US exports in the region are Egypt (24.1 per cent).
South Africa (19.9 per cent). Nigeria (14.2 per cent), Angola (4.6 per cent) and
Algeria (4.2 per cent),®

Iiternataonil Trade Adivinistration, LS Department ol
hitpeifise export gov TSEC hart Display aspx (accessed 24 November 200 2),
Thidl

The shiare ol the country in the total volume of the PRC's exports to Alrica, calenlated by the
amthors,

® Incurrent prices.
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The results of the Chinese—American export performance can be interpreted in
the following way. Despite the fact that the United States is the most
technologically  advanced  world  power, it does nol have substantial
opportunities in Africa, because the demand for products made in the United
States is limited by the low levels of income in most Alrican countries. In
contrast, the PRC is able to offer relatively advanced equipment and products
for prices alfordable and acceptable for African consumers.

In addition, China is really interested in supporting the industrial development
of some Alrican countries because of the creation of globul supply chuins
(GSCs). These provide Chinese multinationals with the opportunity to relocale
from the PRC some labour-intensive industries and  inlermediate  goods
production in a pittern similar to that already successfully implemented in Asia.
According to the research of Alessandro Nicita, Victor Ognivisev and Miho
Shirotori:

I the cuse of the East and Sauth-East Asia region, the data illustrate the rising
impartance of China us an assembly powerhouse. In relative terms, China
intermediale exports W the region have been declining constantly since the early
[9ils. On the contrary, Ching has become increasingly important for regional
suppliers of intermediates. This may svggest that GSCs are increasingly
fragmenting the production processes, localizing their assembly operation Lo
China, while delocalizing the supply of parl and components Lo other countries
in the region."

Since the 2000s China has initiated the same process in Alfrica. The best
conflirmation of that fact is provided by the establishment of special economic
zones (SEZ). We will analyze details of this process below.

Coming back to the competition for Africa’s mincral resources, one could
sensibly argue that economic miracle of China was and still is strongly
dependent on a stable supply of raw materials from abroad. This is the Achilles’
heel of the Chinese economy. To compare Chinese foreign policy with the
American one, Fanie Herman and Tsai Ming-Yen claim that *US interest in
SSA (sub-Saharan Africa) includes promoting democracy, good governance
and transparency in economies of petroleum producing states, along with
establishing a strong military command 1o protect its oil interests and monitor
the actions of militant groups.! On the other side they assert, "Trade and
economical intentions are high on China’s African business agenda, offloading
Chinese products in the host countries in exchange for oil and other resources
... The supply of oil in return for investments and other economical incentives

' The share of the country in the total volume of the United Stues” expons o Advica, caleulated
Iy thie authors,

9 Alessandro Nici, Viewor Ogoivisey and Miho Shirotord, *Global supply chains: trade and
ceonomic policies Tor developing countries”, Study series, UNCTAD, Gepeva, 2011,
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are the driving force for petroleum producing states to establish relations with
China,™

According 1o the latest estimates,” the biggest proved reserves of oil in the
region are located in the following countries: Nigeria (37.2 hillion barrels).
Angola (13.5 billion barrels), Libya (46.4 billion barrels), and Algeria (12.2
billion barrels). At present Angola and Sudan belong to the group of China's
most important oil partners (Figure 6).

Sauch Aralaa, 1005,

2%

Other. 1032, 2%

Congo, 113, 2% i

Foazabdiatam, 334: a9 i i
N T A Angela, 623, 2%

Venezuela, 130, 5%

[ram. 555, 11%a

Ruzsia, 3045 B4

Figure 6. China’s erwde oil imponts by source, thousand barrels perday, %, 2011
Source: US Energy Information Administration
al hiip:ifwww .ci:l.gmrﬁ:uunIriuﬁhn:tlj,'.-.-'mbricI's.fCI:in:u'r:hilm.ptII‘ taceessed (6 December 2017

In addition to oil, some African countries proved to be owners of big natural gas
reserves. “Projects in East Africa — namely Mozambigque and Tanzanin — have
grabbed headlines over the last year for their impressive size and scope. More
than 100 trillion ft* of gas has been discovered off the coast of Easl Adrica, all
of which has been found in the last three vears, Analysts say that both
Mozambique and Tanzania have the potential to become major suppliers in the
global LNQ markel in a decade’s time.™

Angola, Sudan, Republic of Congo, Libya and Algeria arc key Aflrican
suppliers of energy resources for China. Their share in Chinese imports from
Africa was relatively stable from 2007 to 2010 (Figure 7). These five countrics

" Fanie Herman and Tsai Ming-Yen, ‘Preference over oulcomes; Explaining US-Sino il
diplomacy in Sub-Saharan Africa’, 011, Academicjournals org, il
hip:ffwww academicjournals.ore  ajpsic/PIFEpA 201 1/ AngrstHermin 05 20and 7 200 ing-
Yen.pdf (accessed 4 January 201 3).

* “BF Statistical Review of World Energy’. June 2001, OPEC Amanal Statistical Bulletin,
2010011, at hup:fiwww inosmirw/infographic/20121 1 197202367059 html (accessed 4 Fanuary
201 3).

“Frack o the fulure”, Global Trade Review, 11(3) (lamary/Februpry 200 3), p, 55,
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in 2010 accounted for 57 per cent of the total Chinese imports from Africa™
Buesides, China actively cooperates in oil business with Nigeria, Equatorial 10,000

Guinea, Niger, Mauritania and Chad. The Republic of South Africa is a most 6 000
important source of non-oil mineral resources for China. '

o 8,000
i 7000
6,000
B 5,000
= 4,000

3.000 '
— 2,000
i 3 1,000

s et e R r T T et S e Stk '
2003 2004 2005 2006 2007 2003 2009 2010
O Algeria D ANgoia 8 Libya O Sudan 8 Congo 0 Souh Africal Ohers
Figure 7. Dynamics ol import share of China's main African partners, by country, 2003-20100
Source: Mational Bureau of Statistics of Ching i i
il bl fwevew stas. ooy enisiindsi 201 mROAOTE.xls (accessed 04 December 2012) 1gure &, Change

%
. . . . . . MOFCOM, 22010
By the end of 20010 the total stock of Chinese foreign direct investment in o hiapitfimz
Adfrican countries, according to data from the National Bureau of Statistics of

China, equalled US$13.4 billion.”® Comparing the investment performance of

the PRC and the United States (Figure 8) in Africa we can conclude: *China confronts fi
China Contempora

1) The US FDI lMows surpassed the Chinese one every year except 2008, and affiliated with
2)  Alrica accounted on average for 4.8 per cent (in case of the Chinese) and for oil where Am
4.0 per cent (in case of the United States) ol total FDI outflows for the represents this sir
period 2003-10 behests, China stil

3y Tuking into consideration the results of the Arab spring in Libya and the i defending national
separation of South Sudan we would argue that US-Chinese competition fram direct confron
for African mineral resources transformed itself into a hard stage in 2011, of the Chinese ec
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‘China confronts foreign competition,” claimed Chen Fengying, an expert at the
China Contemporary International Relations Institute. which is based in Beijing
and affiliated with the state security system. ‘Chinese companies must go places
for oil where American [and] European companies are nol present, Sudan
represents this strategy pul into practice,”™ According to Deng Xiaoping's
behests, China still keeps a low profile and prefers a pragmatic policy in
defending national interests. For a long period of time China managed (o eseape
from direct confrontation with the United States. Meanwhile. the transformation
of the Chinese economy into the world’s workshop strongly dependent on
overseas markets has made the collision of their interests practically inevitable.
Since 2009 China has conducted an active foreign policy corresponding Lo s
new geopolitical status. Africa appeared to be some kind of a proving ground
for the rising superpower. The oil from Sudan, Libya, Angola and Algeria is
one of the main targets. These countries are Soviet ex-allies that {except lor
Algeria) do not keep up close economic contacts with post-communist Russia,

Warsdifog ten Posi, al et pedfwsew washingtonpost comiwvp-dyn/articles/ A2 | 13-
ANKDec2 2 himl {accessed ) November 20023,
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and in the 1990s these countries did not improve their trade relutions with the
United States, As these economies were so important for China, their trade and
investment cooperation will be discussed below.

Algeria

In the 1960s Algeria was one of the targets of Chinese African policy, which
rendered aid for the National Liberation Front (NLF) in its fight for the
country’s independence and later supported the new independent state. Algeria
in its twrn helped China to restore its legitimate status in the United Nations.
Alter the beginning of reforms in China, Chinese—Algerian trade increased
fuirly quickly. In 1982 the bilateral rade wrnover reached US$170 million

In 1990s Algeria supported China in a variety of issues [rom human rights w
the Taiwan problem. The high level of trust between two countries was
confirmed in 1996 when Algeria built two nuclear reactors, one of which was
built by China."™ The new page of bilateral relations was the conclusion of the
“Agreement on Holding Regular Political Consuliations” in April 1997, Algeria
made a significant contribution in terms of preparatory work in from 1999 for
the China—Africa Cooperation Forum.

Since the signing of the trade and payment agreement in 1964 China and
Algeria experienced strongly boosted trade relations. In the 2000s, trade
between two countries increased from US$745.15 billion in 2003 to US$S.18
billion in 2010 (Figure 9}.
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Figure 9. Merchandise trade™ between China and Alperin, USE million. 2003=2010
source: Mational Burcau of Sttistics of China, m hittpedfwrwy stits gov.cn Grceessed 15 Januwsny 20Ny

Chinaorg. At hupcfiwww chino.org.enfenglishifealures/Tocac/ | 83581 tm  (uccessed 7
Ty 200 3).

New  York  Times, al hlt|:-:f|"'|.'l.f'|.1.r1.1.r.||}'lilllu5.-.:uml"lF!'LJMJE:.N!.T.fwurldf'.'llgcrtu—chEnil-mu:lear-
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According to WTO data, in 2011 China wasg a key origin of Algerian imports,
accounting for up to 10 per cent of the total, At the same time China was not the
main  destination for Algerian oil exporls. According to the authors'
calculations. only nearly 2 per cent of the total Algerian exports in 2010 were
supplied to China, Algerian main export partners were the EU 50.8 per cent, the
United States 20.6 per cent, Canada 6.1 per cent and Brazil 4.4 per cent.
Petroleum, natural gas and petroleum products constituted Algeria’s main
export goods.™

China started to take part in different projects in Algeria in 1979, As Algeria
is rich in oil and gas, Chinese-Algerian cooperation focuses on oil. The China
National Petroleum Corporation (CNPC) plays the leading role in this process.

CNPC embarked on oil and gas operations in Algeria’ in 2003 involving itsell
in oilfield exploration and development, refinery construction and operation,
and refined products marketing. While providing oilfield services, CNPC
acquired the exploration licenses for Block 102a /112, Block 350 and Block
438b in Algeria. The company also operated the Adrar upstream and
downstream integrated project. The project was composcd of three parts, that is.
oilfield appraisal and development, the construction of a refinery and the
marketing of refined products. On 14 July 2003, CNPC and the Algeria State
Oil Company (SONATRACH) signed the Sharcholders Agreement of the
Refining Company of Adrar project. CNPC and SONATRACH had 70 per cent
and 30 per cent holdings respectively in the project. In 2006, the construction of
i oilfield with an annual output of 600,000 tonnes was completed. and in April
2007, a 600 Kilotonnes per annum (Kt/a) refinery was put into operation.

On 10 May 2005, the CNPC and SONATRACH signed an EPC* contract for
the construction ol the Skikda Gas Condensate Refinery. This project was
composed of (wo contracts, one the construction of a 5 Megatonnes per annum
(Mt/a) condensate refinery, and the other the storage installations for naphtha
and LPG and the forwarding installations for the naphtha and fuel oil of the
Skikda Refinery. The refinery was accepted by the supervisor and owner, and
went onstream in July 2009, On 25 July 2009 a 5 Mt/a gas condensate refinery
was completed and successfully put into operation in East Algerin's Skikda
industrial park. The China Petroleum Engineering Construction Co. was the
EPC contractor of the Skikda refinery.

Chinese foreign direct investment into Algeria was complementary to bilateral
mutual trade cooperation. China invested in the Algerian oil industry as a
producer of a key Chinese commodity. In addition to that China tried to develop
assembly production in Algeria in order to be closer to local consumer markels

U Warld Trade Organization, at hiepedfstan wioorg/Country Profile/
WEDBCountryPFView.asps TLanguage=E& Country=07 (nccessed 30 1 amuary 201 3,

CNPC, at hitpz!fwww enpe com cn/en/enpeworldwidefalgerin (aecessed 0 January 2001 23,

* Engineering, Procurement and Construction contract,

+
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and then o get benelits from prelevences granted by the Algerian government
[or foreign investors. In 2010 the FDI stock reached US$937 26 million. ™
Ching is notl the main investor in Algeria but it is one of the important

destinutions for Chinese FDI in Africa. In 2004-10 the average share of FDI
annually directed by China to Algeria reached 11.3 per cent (Figure 10) of the
total Chinese FDI ow into Africa (the average share of US FDI in Algeria lor
the same period was 13.2 per cent).
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Source; MOFCOM, al hip:fimoges anofcom, gov enfhesfccessory 201 TS 160695 E60Y pdl
Gecessed 1T Janwary 2002)

Aldgeria conducts o balanced international policy, so the further development of
tracle and investment relations with China as an independent world power is
very important for i, China, in its turm, is also very interested in long-term
cooperation with an owner of the third-biggest oil reserves in Alrica (after
Nigeria and Angola) and a reliable political partner.

Angoki

Chinese involvement in civil war in Angola has been very inconsistent. Since
19605 the leadership has several times changed its key partners in Angola, First,
China supported the Popular Movement For the Liberation of Angola (MPLAY},
then in 1963 it started 1o support the National Front For the Liberation of
Angola (FNLA). In 1964 it turned in favour of the UNITA (National Union for
the Total Independence ol Angola), the movement ideologically connecled o
Maoism. Jonas Savimbi, a leader of the UNITA, was a protégé ol the Republic
of South Africa and the United States against the pro-Soviet MPLA™ had

Mational Burean of Statistics o China, ot higpewowow staes coven/isimdsjg200 Hindeseh him
{accessed 22 November 200 2).

Momigue  Mas,  CHoo Hetso UAlvicain’,  Radio France  Iniernationale, 2004, @
Tiuepediwowew i Mefac o Mfanicles 49 article_26295 asp (accessed 1 November 200 2).
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special training in China in 1964-5 and acquired Maoist guerrilla tactics against
the MPLA and its allies. China supported anti-apartheid forces in Tanzania and
Zambia as well as supporting UNITA, a protégé of South Africa, in Angola.
Thus Angola became an ideological battlefield between the USSR and China,
Since 1975 Angola had been ruled by the MPLA with Jose Eduardo dos Santos
as president.

The gradual improvement in Sino-Soviet relations in the 19805 stimulated the
reassessment ol relations between China and Angola. On 12 January 1983
China and Angola established diplomatic relations. In 1984 the Iwo countrics
signed their first agreement on trade and cooperation and then set up a mixed
Economic and Trade Commission in 1988. These agreements were inaclive
until 2002, when the civil war finished in Angola and the new Chinese African
policy began. China gradually managed to establish a fruitful cooperation with
the MPLA leaders.

Since 2003 trade between China and Angola has increased from US$2.35
billion in 2003 to US$24.82 billion in 2010 (Figure 11).
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Figure 11, Merchandise trade™ between Ching and Angola, USH hillion, 200310
Souree: National Burcau of Statistics of China
al hitpetfwww stas.pov.on (aceessed 20 Tammary 200 2)

According to WTO and National Bureau of Statistics of Chinga dhata, in 2011
China was a key partner for Angola, accounting for 38.0 per cent of tatal
Angola exporis and 12,7 per cent of its total imports, The United States is the
second export market for Angola, sharing up to 20.8 per cent of Angola's
exports.” Angola's main exporl commodities are crude oil. d inmonds, refined
petrolewm products, cofiee, sisal, fish and fish products, limber and cotton.

I current prices.
N Anthors”  caleulations  based on Rbpefwww Stats. gov enftsiinds 2o | nmPROGTE 4 s
hitp:/fise ex port.gov/ TS E/Chant Display aspx {accessed 4 February 200 3),
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The stock of Chinese foreign direct investment in Angola reached US$351.77
million in 2010." It was not much compared with the United States (LISH1 908
million in 2010"). Nevertheless, China had a number of investment projects in
Angola’s oil industry, as well as providing credits for Angola’s development
needs.

The China Petrochemical Corporation (Sinopec) and China Sociedade
Nacional de Combustiveis de Angola (China Sonangol) established a joint
venture, " Sonangol  Sinopec  International, which halds s 50 per cenl
participating interest in Block 18 in Angola. Block 18, operated by BP, covers
an area ol more than 5000 km® and lies in water depths of 5001600 m, I
contains the Grealer Plutonio development which is the first BP-operated assel
in Angola, consisting of five distinel fields discovered between 1999 and 2001
i wiler depths of up 1o 1450 m. Apart from Block |8, China Sonangol
together with many of the big names in the oil and aas industry, namely British
Petroleum, Total, ExxonMobil, Petrabas, Sonangol E.P. ete, has interests in
eight other oil blocks in Angola, Sinopec’s group role in Angola’s oil industry
i5 liny comparing with oil multinationals because il is a latecomer, and does not
possess sulliciently sophisticated deep-water drilling technology.

Angola  conducts a  multi-vector  international policy, so the [further
development of trade and investment relations with the second economic
superpower in the world is very important to it. In its turn China is interested in
estublishing close links with the owner of the second-biggest oil reserves in
Alriea (after Nigeria). In order to achieve this it grants large concessional loans
providing ussistance in the reconstruction of Angola’s economy. All in all, the
economic and political relations between two countries have good prospects for
further development.

Libya

Diplomatic relations between Libya and China were established in August
1978, alter which inter-state cooperation began to develop very intensively. The
countries signed the first agreement on trade, cooperation, science and
technology in August 1978, which came inta force in October 1982. Also in this
period the partners signed the Agreement on the Establishment of Sino-Libyan
Joint  Commitice on  Economic, Trade, Scientific and Technological

ar MOFCOM, “2000 Statistical bulletin of China's outwird foreign direct investments', 2000

hup:tfimages malcom goy enfhesfaccessory/201 10971 316069655609 pdf (accessed 12
Jammary 2601 3)
HOOECD, StalExiracts, al hitpaiistats oced org/Index aspx ' DatiserCodes
FOI_FLOW_PARTNERS (accessed 12 By 2013),
China Sonangol, at hitp:/fwww chinasonangol.comfoil_and_gas.iml (accessed 13 January
20013
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Cooperation, and the Sino-Libyan Mutual Cooperation Programme.™ The
mutually beneficial business cooperation between China and Libya in fact
started in 1981, Chinese companies successively entered Libya's industrial and
infrastructure construction market,

in the 2000s trade between China and Libya expanded rapidly from
US$215.68 million in 2003 to US$6.58 billion in 2010 (Figure 12).
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Figure 12, Merchondise e bepween Chiing and Libya, USH million, 2003110
Sowree: National Burcau of Statistics of China
at hiutpedtfwww stuls. gov.en (accessed 22 January 2012)

The Libyan version of ‘the Arab spring’ brought a huge threat to mutually
beneficial bilateral cooperation and its further prospects. China did not support
a power solution of the conflict in Libya and together with Russia refrained in
from voting at the UN Security Council on Resolution No. 1973, which
authorized foreign military operation to protect the Libyan population against
Muammar Gaddali and his army.” Besides Jiang Yu, an official representative
of the Ministry of Foreign Affairs of the People's Republic of China declared on
20 March 2011 that Beijing expressed regrel in connection with the military
operation which the Western countries coalition led by the United States began
in Libya.™ As a result of the civil war in Libya, militarily supported by a
number of the NATO couniries and their allies, the government of Muammar
Gaddafi was overthrown in 2011. The Libyan National Transitional Council
(NTC) came into power.

N chinorgen, at  hipsfwww china.org.cnfenglish/features/focac/ 18338 htm - (acessed 16

Movember 20012).

In current prices,

‘Kitai sozhaleet o nachale voennoi operatzii v Livii, zayaviyact MID KNR® ("China says
regrets military strike against Libya” statement by Chinese Minisiry of Foreign Alffairs), 20011,
at http:d/ria ufworld/201 10320/355847329.himl (accessed 17 November 2012).
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On 12 September 2011 China potified the NTC of its decision 1o recognize il,
declaring that it respected the choice of the Libyan people, and valued the
important status and role of the NTC, and it hus maintained close contact with
‘L China recognizes the NTC as the ruling authority of Libya and the
representative of the Libyan people and would like Lo work with it 1o push for
(he smooth transition and development of China-Libya relations. China hopes
that the previously signed treaties and agreements between the two sides will
remain valid and be earnestly implemented ™

According to the European Commission, total Libyan exports 1
201 Iplummeted €128 billion from 31 .8 billion in 2010.* The main Libyin
export commodilies were crude oil, refined petroleum products, natural gas, and
chemicals. The EU was the fain economic partner of post-revolutionary Libya,
accounting in 2011 for 81.8 per cent of the country's total exports.”
Nevertheless, China still remained an important partner for Libya in 2011. The
Chinese share equalled 12.1 per cent of exports and 5.6 per cenl of imports.”

The stock of Chinese FDI in Libya i1 2010 diminished to US$32.19 million
from US$378.62 million in 2007 (Figure 13). It is worth mentioning that the
United States did not invest in Libya from 2008,

“ Ministry of Foreign  Affuirs of the People’s Republic of Ching, Foreign Ministry
Spokesperson M Zhaoxu's Remarks on China's Recognition of the Libyan Mational
Yransitiona) Council, 2001, ul b fwww .l'mprc,guv.cu.fc11g.|’a\-.-t'w.f525IDI?.SSSJ'iHSEHH.hI.m
{necessed 17 November 2012).
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The China National Petroleum Corporation (CNPC) has been present in Libya
since 2005™ and now is engaged in a rigk exploration project in the country and
also providing oilfield services, and engineering and construction services. On 7
December 2005, CNPC signed a risk exploration contract for Block 17-4 with
the National Oil Corporation of Libya (NOC). Located in the Pelagian Basin of
the northwestern coast of Libya, the block covers an area of 2.566 km® with a
water depth of 200-400 m. The contract for Block 17-4 is an exploration and a
production sharing agreement (EPSA) covering five years of exploration and 25
years ol production.

The company provided geophysical prospecling, well drilling. and logging
and testing services in Libya. CNPC also offered seismic data acquisition and
processing services for Total, Shell, Woodside Energy, Waha, Remsa, Agoco,
Sipex, Ramsa and Eni in Libya, signed drilling contracts with Tpoc and Repsol,
and accomplished logging and testing operations for Repsol.

In 2002, the China Petroleum Pipeline Bureau of CNPC won the tender [or the
construction of a pipeline in western Libya. The 1,050-km long pipeline. jointly
invested in by the NOC and Ttaly's Agip started at the WAFA Qilfield in the
hinterland of the desert and ended at Mellitah on the Mediterranean coast. There
were two parallel lines in different channels with a diameter of 32 inches (40.64
cm) lor the natural gas pipes and a diameler of 16 inches (20.32 ¢cm) for the
crude oil pipes. Eighteen communication towers have been built along the
pipeline and a 527-km long optic cable has been paved in the same channel with
the 16-inch pipe. This project was completed and pul into operation in July
2004, with its quality and services being highly praised.,

" For CNPC in Lilyya, see hupfwww .enpe.com.en/enlenpeworldwide!
libyaCOLLOC=5 15201 2498 (accessed 9 Jansary 2013),
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Since the political changes in 2011 the perspectives of Chinese-Libyan
relitions are still unclear, Taking into consideration the pro-Weslern orientation
of the new Libyan leadership, securing the status quo could be perceived us u
good option lor China.

Sudun

Chinu and Sudan established diplomatic relations on 4 January 1959, The trade
between the two countries in 2000s increased from USH1.92 billion in 2003 w
US%5.63 billion in 2000 (Figure 14).
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Figune 14, Merchoandise trade™ between Ching and Sudan, USS million, 2003-10
Bouree: Matonal Bureaw of Statistics ol China
ab httpedfwww stats gov.en (aecessed 300 January 2012)

According to WTO data, China was the most important partner for Sudan in
201 1. accounting for 65.3 per cent of Sudanese total exports and 16.6 per cent
of total imports. The other Sudanese exporl partners were the UAE, 10L5 per
cent, Canada, 8.8 per cent, and Saudi Arabia, 2.8 per cent. The main Sudanese
export commodities are oil and petroleum products, cotton, sesame, livestock,
groundnuts, and gum.*

The Chinese leaders gave multifaceted support to the authorities of Sudan in
their fight against rebels in the south of the country. This type ol support was
very important, especially since 2008 when Omar Hussan Ahmad Al Bashir, the
president of the country, was accused by the International Criminal Court of
being criminally responsible.

" I carrent prices. _

" World Trade Organization, a hpedistanwioorg/Country Profile!
WEDBCountry PFView aspx {LanguagesEL Country=02 (accessed 30 January 2003),

w

Internatiomnal Criminal Coure, at hupefiwww jcc-cpiint/EM_Menus 1CC
Sttuations%: 20and % 20Cases/Situations Situation T 20ICCH 200205/ Pages/sitmtion % 2ice-
U205 aspx (nccessed 13 January 2013).
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After South Sudan's transformation into an independent state on 9 July 2011,
Beijing sought ways to build working relations with its leadership. In July 2011
Yang Jiechi, a Foreign Minisler of the People's Republic of China, visited the
South Sudanese capital of Juba. In addition to discussion on bilateral inler-state
contacts, relations between two Sudans were reported to be on the agenda,
China has been interested in their normalization in particular since the main oil
fields are located in South Sudan while the main seaport facilities remain in the
North Sudan, The Chinese diplomat was quoted by the government-sponsored
Sudanese Media Centre(SMC) website as saying that North and South Sudan
‘will lose the peace equation” by not cooperating on the joint and controversial
issues.™

Not by chance, the CNPC's large-scale projects in Sudan became the most
significant among all being executed in Africa.® Successful cooperation of the
CNPC with Sudan since 1996 allowed the latter to revive the Sudanese oil
industry which seriously suffered from civil war and Western sanctions.
Together with Petronas, SPC and Sudapet, CNPC established the Greater Nile
Petroleum Operating Company (GNPQC), which won the tender for oil Block
[/2f4 in March 1997, CNFC's oil and gas businesses in Sudan mainly include
four upsiream projects of Block 1/2/4, Block 3/7. Block 6 and Block 15, three
downstream projects of Khartoum Relinery, Khartoum Petrochemical Co. and
petrochemical trading, as well as crude oil pipelines in Block 1/2/4, Block 3/7
and Block 6. Nowadays CNPC has a 40 per cent stake, and the shares of three
partners, Petronas, ONGC and Sudapet, are 30 per cent, 25 per cent and 5 per
cent respectively.™ Chinese oil companies currently control about 40 per cent of
Sudan’s oil assets and nearly 60 per cent of the oil they pump is exported 1o
China,"™

The CNPC has completed engineering and construction of « range of major
projects, including:

* oilfield surface engineering of Block 1/24, Block 3/7 and Block 6
* construction of Khartoum Refinery

* construction of Khartoum Petrochemical Plant

*  crude oil pipeline between Block 6 and Khartoum Refinery

* olfshore terminal and pipeline between Block 3/7 and Port Sudan

Swelan Tritwme, *China FM warms North & South Sudan against losing peace cquation”, 2001,
alwwwsudantribune comiChina-FM-wams-Norh-Soulh-Sodan 39770 {accessed 10
Movember 20127,

" CNPC, wm htipiffwww cnpe.com enfenfenpeworldwide/sudant 700 LLOC=28T55 7508 &
{sccessed 30 November 2012).

Ibid

'CNPC Braces for Change in Sudan's Oil Fields', China Energy Intelligence and
Communication, 2002, at hipeifenergyehinaforum comdnews/G807 2 shiml (accessed 30
November 2012); Peter Goodman, *China Invests Heavily in Sudan's Oil Indlustry’, 200K,
Weshington Pest, al hip:fiwww washinglonpost.comfwp-dynfarticles/ A2 1143-
2004 Dec22 ml
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«  crude oil pipeline from Block 1/2/4 1o Port Sudan. Construction of the
pipeline  from Heglig Field of Block 1214 1o Por Sudun  wus
commenced in May 1998 and completed in June 1999. During the 1
months of construction some engincering troubles brought about by
tropical rain forest. desert, mountains and marsh were tuckied

«  Khartoum Relinery. CNPC has contracted the phase 1 in construction
andd phase 1 in upgrading ol Khartoum Refinery. It designed and buill
the world's [irst delayed coking unit for high-ucid und high-calcium
crude oil. The refinery becume operational on 16 May 2000 und
currently has an annual [rocessing cupacity of 5 million tonnes. On 17
November 2009 CNPC and gudan's Ministry of Energy and Mining
sioned an MOLU on the second phase expansion ol Khartoum Refinery
and an MOL on further strengthening cooperation in upstream projects
in Sudan™

The stock of Chinese foreign direct investment in Sudan in 2010 increased Lo
US$613.36 million from US$171.61 million in 2003 (Figure 15). As 2 matter af
faet. the United States has no investment in the country.
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Figure |5, Stocks of Chinese FDUin Sudan, LSS million, 2005-10
Sorce: MOFCOM, htp:fimage s anefcom aov cnfliasfaccessory 201 109713 16069658609 pdl
{uccessed 31 January 201 1)

The government of Sudan conducts o Chinese-{riendly foreign policy. At the
e time South Sudan has ense relations with Western countries. Under the

oOoNPC. Ol hl.tp:.l'a’v.'\-.".v.-.':1|:rc.<:u1u.r:nfn::muw:u.ﬂ:ng!'L.*'-hlfi.nmgu:hI.f|;:d1'.l'ﬁll.-\||nu.'|.ll~1c|m:1F.|1.'u'J-
Majorts 20Events pdl teee saed 30 November 2002,
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circumstances the prospects for relations between China and the both Sudans in
the medium run remain unclear,

All in all the results of Chinese policy towards Africa in the first decade of the
215t century were impressive. The annual growth of imports from Alrica was
higher (except year 2009}, compared with the total Chinese import growth, At
the same time, trade with four selected economies expanded in most cases even
faster (Figure 16). Thus China was able to build stable and reliable relations
with relatively independent oil suppliers from Africa: Algeria. Angola. Libya.
Sudan, and hedge its own risks from Middle East turmoil.

lm]
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Figure 16. The dynamic of Chinese imports from the world, Africa and Tour selected counliries
{imports from Algeria, Angola, Libya and Sudan combined). 200310
Souree: Mational Bureau of Statistics of China
at hittpadfwww stats goven (accessed 31 January 2012)

The Chinese cooperation with these four countries demonstrales a new patlern
of policy for the continent, As Howard W. French sensibly argues: “In its recent
approach to Africa, China could not be more different from the West. Tt has
focused on trade and commercially justified investment, rather than aid grants
and heavily subsidized loans. 1t has declined to tell African governments how
they should run their countries, or to make its investments contingenl on
government reform. And it has moved quickly and decisively, especially in
comparison to many Western aid establishments.™

Al the same time it would be fair to claim that views on the methods of
Chinese expansion in Africa differed and still differ. In particular, a certain

T Howard W, French, “The Mexl Empire’, 2010, al
hitpsffwww theatlantic com/magazine/archive/201 VNS he-next-empire 308018 (aeeessed 27
Tanuary 2013},
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seepticism of the behaviour of Chinese banks has been frequently expressed,
These institutions *have long been eriticized for their initial activity in Africa;
securing access (o raw materials is the Asian country’s number one interest, and
ils efforts in doing so have often been construed as being government-linked ...
But now ... Chinese financial institutions appear to be atlempting to improve
their profile in Alrica.'™

SPECIAL ECONOMIC ZONES IN AFRICA: NEW OPPORTUNITIES FOR
COLLABORATION

In the 20005 China was ready to invest in Africa on a signilicant scale.
Sulficient institutional infrastructure had been already established for that. In
particular, special economic zones (SEZ) were sel up in a number of the Alrican
countries, giving birth to a new stage of cooperation. It is a well-known fact that
China’s special economic zones paved the way for the country's market reforms
- general as well as contribuled substantially to the expansion in foreign
cconomic cooperation in particular. Initially the first four special economic
zones were set up in the south of the country in 1980s. These zones were
replicas of similar ones set up in the 1960s and 19705 by the governments of
Taiwan, South Koreu, Singapore and Hong Kong in their respective coconomies.
It seems lair to claim that successful international (largely Chinese)
experience encouraged African countries (o set up their own SEZs. On the other
hand, Chinese economic actors logically enough perceived the initiatives as one
of the most important tools to facilitate their operations in Afica. More
specitically, SEZs could provide extra opportunities in achieving the following
soils:
*  promotion of Chinese goods in African markets
* restructuring of some Chinese industries via FDI as well as by
transferring technologies to a number of the African countries,
implementing the model of catch-up development™
*  assistance [or expansion of China's small- and medium-sized enterprises
and exposing them to a positive economy of scale effect

One should take into consideration that China’s authorities provided large-scale
support to the process under review, At the opening ceremony of the Betjing

i

Raising the stakes’, Globad Trade Review, |1{3) (lanuary/February 2003), p. 67,

A similar nuenlel of ceonomic development wos suceessiully implemented in Eust Asia and
was mmed the *Mlying geese mode”, Aceording (o il the technolagical leader in the process of
the develapment stans esperiencing inflation of expenses, In order o preserve the
profiability of business, it is compelled to trnsfer labour-intensive production from (he
ational territory o other low-wage arcas, concentrating on development of capital-intensive
branches. This type of economic policy is reproduced w1 cach subsequent lower level of
hicrarchy.
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Summit of the Forum on China-Africa Cooperation in November 2000,
President Hu Jintao promised: ‘to set up a China-Alrica development fund
which will reach US$5 billion to encourage Chinese companies Lo invest in
Africa and provide support to them and establish three o five trade and
cconomic cooperation zones in Africa in the next three years™™. An opening
ceremony of the China-Africa Development Fund took place on 26 June 2007.
The fund started its operations relying on the support of China Development
Bank and the Ministry of Commerce (MOFCOM}) of the Chinese government.

The following main projects’ have been realized via SEZ under the auspices
of the Chinese state.

I. Algeria-China Jiangling Free Trade Zone

Investors:  Jiangling Automobile Group from Nanchang, Jiangxu province
and Zhongding International Group (Construction)

Cost; US54%556 million
Slarted: 2006
Size: 5 km?, 1st phase 1.2 km*

Focuses on: Automobiles and construction materials

The project got the support of MOFCOM in 2007.
2, Nigeria Lekki Free Trade Zone

Investors: Four Chinese companies plus China-Africa Development Fund
(60 per cent of the Chinese share) and Lagos State Government
(40 per cent of the N igerian share)

Cost: US$H369 million

Started: 2003

Size: 30 km?, 1st phase 10 km?, start-up 3.5 km’

Focuses on: Automobiles, textile and light industry, home appliances and
other industry

The Lekki Free Trade Zone (LFTZ) is siluated about 60 km east of Lagos (nex|
o a future deepwater port). The China Civil Engineering Construction
Corporation (CCECC) acted as the initiator of the projecl. Since Movember
2007 the project has been supported by MOECOM. The zone is supposed to be
an industrial anchor for a new city which will decongest Lagos, with a new
airport, residential areas, and two ports.

Olusegun Aganga, Minister of Trade and Investments, has said that LFTZ
attracted over NGN170 billion (1.08 billion USD) in investment commitments.

™ Egewm om China-Africa Cooperation,  at Illt|:-;|f.h1.rw1.v.ﬁ:ln;uc.nrgf’cngfIltl;qﬁ.tschz_ih}'-f

SPIIONUAGO6S40 htm (accessed 30 December 2012).
! fhe  Alricn  Report  in 20011 December 010-Tanvary 2011, p28a29. Al
hutp:/fru calameo com/read HO0N2E401 7737 5addb (retrieved on 28.11.2012).
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He disclosed this fact at the LFTZ Investment Forum al the Eko Expo 2012
opening ceremony in Lagos. An amount equal to US$1.1 billion is to be
invested by about 48 firms spanning different sectors of the economy, including
energy, transportation and real estate.”

3. Nigeria Ogun-Guangdong Free Trade Zone

Investors:  Chinese consortium, Guangdong, 82 per cent, Ogun State
Government, I8 per cent

Cost: US$220 million start-up, US$300 million for 1st phase
Started: 2004
Size: 100 km?*, 1st phase 20 km’, start-up 2.5 km?

Focuses on: Light manufacturing, high-tech agricultural demonstrations

Originally sited in Imo State, but relocated to Ogun State because of high
administration fees and insecurity. The Xinguang International Giroup acted s
the initiator of the project. The project got support from MOFCOM in 2006.

4. Egypl Suez Economic and Trade Cooperation Zone

Investors:  Tianjin Economic Technological Development Avea (TEDA)

Cost: USEB0 million

Started: 1998

Size: 5.08 km?®, start-up 1.07 km®

Focuses on: Textiles and garments, petroleum equipment, assembly of
automobile and electrical equipment, petroleum equipment;
high tech (electronics) and heavy industries (o be added in the
2" phase

The Egypt Suez Economic and Trade Cooperation Zone is situated in the
North-West Suez Canal Economic Area near Egypl's new deepwater El Sokhna
Port, 1200 km from Cairo. The current plans for development assume the
existence of four clusters in the zone: automobile ussembly, textiles and
garments, electrical equipment, petroleum equipment. The zone of 5 km? is
projected to be complete by 2020 and requires a total investment of up to
USHL.5 billion™,

3. Mauritius Jin Fei Economic and Trade Cooperation Zone

Investors: 100 per cent Chinese-owned companies, Tianli plus two big
state-owned companies

MigeriaPilol, sl huptinigerianpilotcom/findex phploption=com_content& id=4677 lekki-free-
tradke-zone-atiracis-n 1 T0ba-invesimentsd emid=208 (sccessed 27 Movember 2012,

" Hu o Yung. "Egypt  secks  Chinese investment’, 2000, China  Dailv, u
hpefiwww chinadaily comen  hizehina/20 10-0 L/2%content_93984 18.um  (accessed 27
Nuovember 20012).
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Cosl: initially US$220 million, rising to US$720 million

Started: 2006

Size: 2.11 km?, start-up 0.75 km?

Focuses on: High-tech manufacturing and service base for Sino-African
businesses

The Jin Fei Economic and Trade Cooperation Zone is situated in Riche Terre
near the Free Port. Tianli Group is a developer from the Shanxi province, which
acted as the initintor of the project. Tianli started the business in Mauritius in
2001 by setting up a modern spinning mill. Tianli Group offer (on creation of
Economic and Trade Cooperation Zone) was supported by MOFCOM in 2006.
Headed by Taiyuan Iron & Steel Group, the Shanxi Group and the Tianli
Group, negotiations for a SEZ in Mauritius® capital, Port Louis, began in March
2007. Development on the US $550 million project began in late 2009 and is
expected to be completed in 2016 The Jin Fei Trade and Economic
Cooperation Zone is thus the biggest investment by a foreign entity to date. The
project, which will cover 200-500 hectares, is expected to see an inflow of
US4750 million and create 34,000 jobs (of which 8000 will go to Chinese
contractors) over the next five years, be home to 40 Chinese businesses and
generate US $220 million worth of export earnings annually. thus creating a
ripple effect on the entire economy.”™ Infrastructural investments in line with the
project include the construction of roads and new town developments, a fishing
port and a dam, while the manufacturing sectors targeted include light industrial
products, medicines, textiles and electronics.™ The construction started on 16
September 2009.

6. Ethiopia Oriental Industrial Park

Investors: 100 per cent Chinese-owned

Cost: initially US$101 million, rising to US$720 million
Started: 2006
Size: 2.0 km2. start-up 1.0 km® with 10 km?® reservation area

Focuses on: Construction materials, steel produets (plates and pipes). and
potential move to leather industry to take advantage of Targe
Ethiopian livestock sector

™ Fiona Dwinger, *Special Economic Zones (SEZs) in Africa: China's economic development

model  comes  to  Mauritins', 2010, Consultancy  Africa  Imelligence.
hi1r.l:.l'hirww.t:l'lrIRLI]lﬂl'h:}’i‘ll'TiL'.'l.t:Ul'l'uriI‘ldex.|'I|1p'?ur.llil‘li1=L'r.'rrI1__,1.‘Dl'll¢|1L&‘-‘[I!'t'l.'=l1I'I1'l.‘|4.:-ﬂ'.it|:4‘}1l'.kp
ecial-ceonomic-rones-sczs-in-africa-chinas-economic-development-model-comes-to-
mauritius&enatid=58:asia-dimension-discussion-papersdltemid=264 (accessed 27 November
2012).

™ Ibid

™ Thid
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The Ethiopia Oriental Industrial Park was created in 2006 by Yongzang Group
and Qiyuan Group from Zhangjiagang city (both privately owned Chinese steel
companies). The plan was supported by MOFCOM in 2007. The Zhangjiagang
Free Trade Zone was invited as a parter. [t has been under construction since
2009." The former major shareholder Yonggang lefl the project in early 2009,

7. Zambia-Ching Economic and Trade Cooperation Zone/Chambishi Multi-
fucility Economic Zone

Investors:  China Nonferrous Mining Co., 95 per cent , Zambia state-
owned mining company, 5 per cent

Cost: US540 million
Slirted: 2003 in operation and construction
Size: .58 kmv®, start-up 2 km?

Focuses on: copper and cobalt mining and processing

The China Nonferrous Mining Co (CNMC Group) was an initiator of the
creation of the Zambia-China Economic and Trade Cooperation Zone in
Chambishi (420 km north of Lusaka). The creation of this zone allowed the
company Lo use additional territories for mineral processing and development of
the accompanying businesses connected with Chambishi copper mine. ln 2006
the project got the support of MOFCOM. In February 2007 the zone was
opened by China’s Hu Jintao and Zambia’s Levy Mwanawasa. On 15 January
2009, the opening ceremony of the Lusaka sub-zone of 5 km® under the
Zambia-China Economic and Trade Cooperation Zone was held in Lusaka, the
capital of Zambia in 2009, The newly established Lusaka sub-zone will focus
on the development of industries such as light industrial machinery, textiles and
clothing, household appliances, manufacturing and food processing.

The Chambishi Zone concentrates on copper and cobalt production, which
includes mining. processing, recycling, machinery and services with an
estimated level of investment up to US$ 900 million™ aver five years. 1l is
expected to attract more than 50 or 60 enterprises, from China and other parts of
the world, as well as Zambia itself.

" Kim Yejoo, *Chinese-led SEZs in Ethiopia yet 1o bear fruit”, 2012, Centre for Chinese Siudies

al - Stellenbosch  University,  al hitpeifwww ees.org aadwp-contentfuploads/ 201271 /Y K-
Chinese-led-SEZs-in-Ethiopin,pd! (accessed 27 December 20173,

Sinkamba Kapembwa, ‘Chambishi and Lusaka Multifacility East economic zones (o generale
usp B million", 2011, al hibtpedfwww steel guru comdmenals_news!
["Im|||I:|ishi_a|'|1.I!_L.uszllm_Mu!liI'm.'ii'lly_EEusi_:bcunmnic_mnus_m generate_USD_800_million
221 140 html (aceessed 27 November 20123,
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ECONOMIC COOPERATION BETWELEN CHINA AND AFRICA GRS

CONCLUSION

China was able to take a chance in 1990s when Russia almost left Africa and
the United States gave up the policy of cooperation with African countries.
Cooperation with ex-Soviet allies in the 2000s (Algeria, Angola, Libya and
Sudan) helped China to secure oil supplies (Since 1969 Sudan had been an ally
of the USSR and after 1977 it became an ally of the United States.)

Successful expansion of China in Africa has created the following

opportunitics:
« access for the ‘world's workshop” to the mineral resources of the
continent;

* entry for companies and banks from China into African markets.

The African countries also get benefits from cooperation with China:

« oil-rich countries get politically influential customer-investors,
providing them with opportunity to diversify both the political and the
commercial risks of working with Western countries;

«  SEZs being set up in a number of African countries help them to gel
aceess to high technologies.

All the achievements in China-Africa cooperation would have been impossible
without serious institutional and political support of the projects al
governmental level in China:

+  establishing of a network of representations in Africa — embassies, tade
bureaux, economic advisers (a unit of MOFCOM), cultural centres,
Confucius centres;

= regular state visits to African countries;

« creation of the China-Africa Cooperation Forum (ministerial
conference), the first of which took place in Beijing on 10-12 October
2000.

The positive results of Chinese policy in Africa are substantial. Nevertheless,
there are some serious problems which are subjects of sharp criticism from
some of the international community. These are first and foremost problems ol
environmental pollution and the labour disputes between locals and the Chinese
employers. Without going into details of specific cases. it seems sound o argue
that these violations are in profound contradiction with the declared global
purpose of the Chinese leadership, which is the transformation of the People's
Republic of China into the driving force of a new *win-win® global order,
Finally, in its hunt for Africa’s natural resources China might rely on its
relatively positive image on the continent. On the one hand, in contrast to the
United States, China as an emerging global power has a good credit history in
its relations with African countries. On the other hand, China demonsirates
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close to Tairytale example of saving from starvation and misery hundreds of
millions of its citizens. The Chinese economic success is often used by

sovernments of developing countries as an undeniable argument in favour ol

alternative  ways of development, in comparison with the notorious
prescriptions of the Washington consensus.
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