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Editorial

East-West, but is home best?

Welcome to this “Looking East” edition of Africa in Fact on Africa-Asia 
relations. Last year, members of the GGA team paid a visit to Asia, and 
more specifically, to the Far East. While transiting Hong Kong, I was 

struck by the intersecting pathways of its former colonial legacy and recent re-
integration with the Chinese mainland. The vestiges of past times combine with 
cutting-edge infrastructure and technology geared to the many, many people 
bustling about the place. There is a dynamism of pace that is hard to equate to 
anything else. 

Awakening in Tokyo the next morning, on the 36th floor, our hotel morphed into 
a swaying, creaking structure. I wondered if I had an extreme case of jetlag; the TV 
confirmed otherwise. There had been a 7.8 magnitude earthquake at Fukushima, 
and a tsunami warning had been issued. While one North American visitor shared 
his fears of doom and gloom on CNN with shaky mobile phone visuals out over the 
city, the locals were calm and composed. Our hosts at the Asian Development Bank 
Institute later assured us that Japan had welcomed us “with a shake”. Dean Noshino 
and colleagues are making their own waves in this issue, with helpful insights from 
Asian experiences on urbanisation in Africa. 

But what a shake it was! The fine attention to detail, the respectful etiquette 
and the general care with which everything was handled – from the exchange of 
business cards to the preparation of the cuisine – was refreshing and culturally 
seismic, to say the least. One dignitary commented, upon receipt of our rather hefty 
Africa Survey, that more meaningful than the price or volume of the tome, was that 
we had carried the additional weight over with us as a gift.  

Then to Kyoto, the old imperial capital and ecological “golden child” of the United 
Nations, teeming in the throes of peak tourist season, when visitors gather just to 
admire the remarkable flora. There Doshisha University runs the slick Graduate 
School of Global Studies, which not only considers governance in Africa with dedicated 
area specialists, but also includes graduate students from the African continent, one 
of whom – Minenhle Mbandlwa – writes in this issue of Africa in Fact. 

Next we visited Hiroshima. At the “Dome” or hypocentre of the atomic bomb 
blast that occurred on 6 August 1945, one is left desperately silent, with a sense of 
devastation, reinforced by the Peace Memorial and a non-sentimental tour around 
the Peace Museum. It is as if this one city encapsulates in itself everything from the 
low-point of human nature, with its resultant post-apocalyptic nuclear wasteland, 
to the transcendent aspirations that have transformed it into a thriving centre for 
global peace and non-violence. 

As we dashed away on the high-speed Nozomi or “Wish” train to Tokyo, I was 
struck by a spirit that may be summed up in a word: resilience. This resilience, 

however, has been built up in relation to the very real threats of nature, or to those 
posed by other humans or societies. Coupled with this is a long-term outlook that 
plays itself out not only in the physical design of the buildings or public spaces, 
but within the very mindset and invisible strategies that guide policy design and 
implementation. One can only wish … . 

Contrast this with the oft-lamented crude “short-termism” that has characterised 
governance approaches towards, and on, the African continent, and the value of 
comparative analysis becomes immediately apparent. In our current issue we 
look to the “Spirit of Bandung” for a reinvigorated Afro-Asian solidarity, in which 
African and Asian partners might engage on an even playing field. 

Hanging off this eastwards hook, with a piece on the extensive history that is 
shared between Africa and China, our articles consider diverse themes such as 
mining, farming and climate change on the continent; our authors identify funding 
models, sources of alternative investment and various investors-cum-competitors 
from Asia. One thing is sure; it’s an investment jungle out there. 

We know from UNCTAD that China, Singapore and India are the major players, 
with Malaysia, Japan and others not far behind. While China’s FOCAC sees rival 
interest from Japan’s TICAD, Prime Minister Modi from India takes an African 
safari to countries of significant interest, namely Kenya, Mozambique, South Africa 
and Tanzania. The question arises; “Who is on the hunt for what?” 

Resources, as ever, are implicated. It is thus that mining grabs in the DRC are 
discussed, along with the colourful protagonists of projects ranging from North Korean 
interests in Namibia to the builders of Chinese “ghost cities”. Kenya, for one, is relying on 
Chinese inputs and interventions to feed its population. With resources come the twin 
concerns of security and development. On the former, Chinese naval expansion in the 
Indian Ocean is raising eyebrows; the latter, positing African nations as developmental 
states bearing similarities with the fairly recently maturing  “Asian Tigers”. 

Can a model from one geopolitical milieu be transposed onto another? Read 
further to learn more. It is evident that China has eventually given greater recognition 
to the necessity of skills transfer to enable local capacity development. However, 
challenges remain. One of these is identified with respect to the US AGOA policy and 
the irony that while it is intended to enable African countries to grow, the swelling 
Chinese and Taiwanese coffers in Lesotho serve mainly to return to the east, leaving 
little room for genuine growth and development in the mountain kingdom. 

Finally, when it comes to sustainability and climate-related issues, perhaps we as 
Africa could take a leaf or two from the Asians’ books? They have, largely through 
forums such as ASEAN, presented a collaborative front to address this pressing 
problem and have, through various governments, invested in innovative science and 
tech projects to adapt crop science and agricultural practices to prevailing conditions.

If there is one thing that the East teaches, it is that speed can be accelerated 
dramatically when needs must, but equally, that for force to be maximised there 
needs to be mass – and that mass only builds over time. A long, long time. 

Alain Tschudin  
Executive Director 
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Opening the taps ...

As Africa reduces its dependence on aid and 
foreign direct investment continues to flood 
in, Asian economies top the list of the most 

attractive sources of its investments. 
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Asian investments: Who’s making the most of 
Africa?

Asian investment into Africa totals billions, but the continent needs to focus less 
on commodities to keep the cash coming

Reducing aid, upping trade
Allan Olingo

provided more than $15 billion in project finance, while Malaysia has invested 
more than $14 billion. 

In the past decade, Nigeria, South Africa and Mozambique have attracted 
the most project financing from Asian investors. Japan’s investments in Nigeria 
have made it the top recipient country, with more than $22 billion, while South 
Africa was China’s top investment destination. The southern African country, 
which has seen its Asian investments rise to $11,7 billion in the past 10 years, 
raked in more than $5 billion from Beijing in the same period.  

Mozambique has seen its inward FDI rise to $9,6 billion, the majority of it from 
India. Malaysia’s Petronas – with oil interests in South Africa and Mauritania,  
gas interests in Cameroon, and 
extensive investments in Central 
and West Africa – has considerably 
increased its investments into the 
continent over the past decade. Other 
top recipients of Asian investments 
include the Democratic Republic of 
the Congo (DRC) – with $6,9 billion 
mainly from Chinese investments – 
and Egypt, with $5,9 billion from countries including Japan and Singapore. 
Morocco has also seen some significant investment – $4,9 billion – with Japan 
being its top investor.

“Despite the renewed interest in the continent, there has been a significant 
decline of FDI growth rate in Africa’s commodity-dependent economies, which 
traditionally have been attractive. However, we expect the inflows to return to 
a growth in the 2016 figures,” Dr Mukhisa Kituyi, UNCTAD secretary-general, 
said during a public lecture at Strathmore University in Nairobi late last year.

China’s capital expenditure and investment in Africa have increased 
dramatically over the past five years. Chinese enterprises, many of them 
state-owned, have expanded their footprints to reach almost every country 
on the continent. South Africa, Zambia, Zimbabwe and Ethiopia have been 
the top destination countries, with investments in railway construction, trade, 
services, mining, manufacturing, construction, and telecommunication. At the 
start of 2015, a quarter of China’s investments in the continent concentrated 
on mining in South Africa, Zambia, the DRC and Zimbabwe.

“In the last decade, China has turned its focus on industrialisation and Beijing 
has approached African economies in a very different way, focusing on pushing 
the industrialisation drive through foreign direct investment and trade. This 
has been a game changer for the development industry,” says Professor Peter 
Kagwanja, chief executive officer of the Africa Policy Institute in Nairobi, Kenya.

As Africa reduces its reliance on aid as its traditional source of finance, it 
positions itself as a major business opportunity for overseas investors. 
Since 2008 the continent has seen a fivefold increase in foreign direct 

investment (FDI), with Asian economies leading the field. 
More recently however, FDI into the continent, including from Asia, has 

tapered off, dropping to $54 billion by 2015, a 7% drop in FDI from 2014. How 
can Africa ensure the continued inward flows of FDI it needs for its 

development? And how can the continent continue to attract 
investment from Asia, which offers opportunities for 
considerable growth? To answer these questions, we 
need to look at the continent’s Asian investment 
story so far.

Data from the 2016 United Nations 
Conference on Trade and Development 
(UNCTAD) World Investment 
Report shows China ranked as 

the top Asian investor 
in the continent, with 
more than $32 billion 
invested by 2015. 
Singapore follows, 

having so far committed more than 
$17 billion in project financing 
to the continent, mostly in gas, 
mining and energy projects. India has 

India’s Prime Minister Narendra Modi meets President Filipe Nyusi of Mozambique in Maputo, 2016 
© Narendra Modi / Flickr

Nigeria, South Africa and 
Mozambique have attracted 

the most project financing from   
Asian investors.
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In Nigeria, China is financing and constructing the $12 billion Coastal 
Railway project – a 1,400 km line to connect Lagos and Calabar. It’s the 
largest finance deal it has attempted in Africa. Beijing is also financing and 
constructing Kenya’s Standard Gauge Railway Project ($4 billion), Uganda’s 
modern railway line from the Kenyan border to Kampala ($2,9 billion), and 
the Ethiopia-Djibouti railway line ($3,4 billion). 

China also secured the $7 billion contract to construct a port in Bagamoyo, 
Tanzania, as well as a $6 billion development project for three mines in the 
DRC. Other projects include the $4,4 billion Dangote cement plant expansion 

projects in Ethiopia and Nigeria, and 
a $3 billion railway between Chad 
and Sudan.

Apurva Saghni, former World 
Bank lead economist for East Africa, 
says China’s financing infrastructure 
in Africa has crowded out well-known 
local firms.

“The notion of ‘finance, build and … operate’ has given them the muscle 
to handle these multibillion dollar projects, but it is coming at a cost, mostly 
ethical concerns, trade imbalances and labour relations issues,” says Saghni, 
now the World Bank lead economist for Russia.

Chinese firms have apparently not sought many 
independent engagements. The firms usually ride 
on bilateral engagements between China and 
African countries to win investment opportunities 
on the continent.

According to David Dollar, a senior fellow at 
the Brookings Institution, China’s FDI into the 
continent is minimal when compared with the 
levels of FDI coming from other countries.

“Three years ago, Chinese direct investment 
to Africa was only 5% of the total inflows into 
the continent, making their contribution modest, 
but significant enough to contribute to African 
growth,” said Dollar in a report released last year.

Mozambique has also emerged as an investment playground for Asia’s top 
three investing nations, with India, China, and Japan jostling for Maputo’s 
attention. Last year China almost ousted India as the top source of FDI into the 
country, but the latter’s interests in energy in Mozambique still make it one of 
that country’s top investment partners. 

In the past decade, India’s state-owned oil and gas firms have pumped more 
than $7 billion into Mozambique’s Rovuma gas field, with an equal amount 
expected in the next three years. Since 2012 the Bank of Mozambique has 
listed more than $650 million in non-extractive investments from India. Last 
year Indian Prime Minister Narendra 
Modi’s African tour began in Maputo, 
signalling Mozambique’s importance. 
The country has received more than 
$5 billion in FDI inflows from India 
over the past decade. 

“India’s interest in Mozambique, 
just like the other Asian and African 
nations like South Africa, is its 
extractive sector, mainly the gas reserves. These countries are just seeking to 
diversify their sources of these liquefied products and that’s why we are seeing 
that keen interest in their investments in Maputo,” said Lourenço Sambo, 
director of Mozambique’s Investment Promotion Centre (IPC). 

Japan and China have also been competing for Africa’s mineral imports, 
with Japan looking for gas deals in Mozambique and involvement in Zambia’s 
coal products, in exchange for $32 million in infrastructure development. Last 
year China also increased its investments in these two countries, with a similar 

African countries have moved to 
ease doing business to attract 
more investments.

Nigeria, South Africa and 
Mozambique have attracted 

the most project financing from   
Asian investors.

Region FDI inflows FDI outflows

2013 2014 2015 2013 2014 2014
World 1 427 1 277 1 762 1 311 1 318 1 474
Developed 
economies

680 522 962 826 801 1 065

   Europe 323 306 504 320 311 576
   North America 283 165 429 363 372 367
Developing
economies

662 698 765 409 446 378

   Africa 52 58 54 16 15 11
   Asia 431 468 541 359 398 332
      East and South-   
      East Asia

350 383 448 312 365 293

      South Asia 36 41 50 2 12 8
      West Asia 46 43 42 45 20 31
   Latin America and    
   Caribbean

176 170 168 32 31 33

   Oceania 3 2 2 2 1 2
Transition 
economies

85 56 35 76 72 31

FDI flows, by region, 2013-2015 (Billions of dollars and percent)

Source: World Investment Report 2016, UNCTAD

    Narendra Modi, Indian prime minister   
     © GGA
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focus on their commodities. But data from the IPC shows the country had had 
a massive drop in FDI in the past two years, from a high of $7 billion in 2014 to 
$1,4 billion in 2015. An even lower figure was expected for last year because of 
the country’s challenging economic environment.

Japan’s investment into Africa has been growing, with its key focus on 
the energy, mining, and manufacturing sectors. Last year at the Sixth Tokyo 
International Conference on African Development in Nairobi, it announced 
a new $30 billion African investment package geared towards infrastructure 

development – including energy 
projects that will increase production 
capacity by 2,200 megawatts across 
the continent – and education and 
healthcare expansion over the next 
three years. 

Andrew Jones, head of the Africa 
unit at global law firm Linklaters, 
says that Japan’s quieter approach to 
investing in the continent has been its 
key strength.

“When you look at the rankings, it is no surprise that the country is a serious 
investor. The government has pushed its firms to invest not just in mineral-

The Asian tigers are looking 
beyond minerals and offer grants, 
concessional loans and aid for 
economic benefit and geopolitical 
support.

rich countries, but beyond. That’s why we are seeing them spreading across 
Africa, sponsoring multimillion dollar projects,” he told Africa in Fact.

In 2015 Tokyo’s investments in Africa accounted for $3,5 billion, the majority 
of it invested in Nigeria, with a $1 billion monorail project in Lagos, and the 
Panasonic, Yamaha and Suzuki assembly plants. In East Africa it has financed a 
$220 million ports infrastructure improvement project and in Nairobi, a $130 
million road project. Another project is a $199,3 million roads development 
project for Kampala. In Mozambique it is spending $300 million on the Nacala 
Port expansion, while Mitsui & Co., a general trading and investment company, 
has invested in Mozambique’s offshore natural gas.

 “Tokyo’s overseas development has for a long time been tied to countries 
whose economies are commodity-driven, but the entry of China and the 
changing geopolitical competition between these two Asian tigers has seen 
them look beyond minerals and offer grants, concessional loans and aid in 
exchange for not just economic benefit but also geopolitical support, especially 
its quest, together with the continents, for a permanent seat at the United 
Nations,” says James Mureu, chairman of the National Economic Diplomacy 
Committee at the Kenya National Chamber of Commerce and Industry.

In the coming years FDI inflows into Africa are expected to increase, 
depending on the economic growth performance of the various regions, with 
several greenfield projects already announced. Already Japan’s Toyota, Honda 
and Nissan have announced new investments in plants in Kenya, Nigeria and 
Egypt respectively, while China also announced new motor vehicle investments 
in Kenya and South Africa. Turkey has just bagged a $2,1 billion railway 
financing and construction project in Tanzania. 

Kevin Tuitoek, an economic analyst at the International Monetary Fund’s 
Nairobi office, said that African countries have moved to ease doing business 
to attract more investments.

“We have seen what the vulnerability of commodity prices has done to 
several countries, including Angola, Nigeria, Zambia and even South Africa. 
We are seeing countries working on favourable policies to support FDI into the 
other sectors, including [the] services and manufacturing sector,” said Tuitoek. 

It is clear then, that to keep this large-scale Asian investment coming, 
Africa needs to be more business-friendly and move away from its own focus 
on commodities.   

Coal loading at the Nacala port, Mozambique
© UNIDO
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Climate change: staying steps ahead

Africa’s governments should emulate Asian nations’ advanced solutions to 
ensure food security, as climate change scours the continents’ farms  

Seeding the future
Ray Ndlovu

It’s been almost eight years since Irene Maphenduka, a subsistence farmer 
in Nyamandlovu in Matabeleland North province, some 40 km northwest 
of Bulawayo, had a bumper harvest. 

Good rains back then and assistance from the Zimbabwe government, which 
provided her with farming inputs and machinery, helped boost her maize 
crop yield. President Robert Mugabe’s government had rolled out Operation 
Maguta, a nationwide campaign, spearheaded by the military, aimed to 
increase the amount of land under tillage to boost national food security. 

But the operation went bust, mainly due to corruption and 
poor planning on the government’s part, and failed to end 
food shortages.

All the same Maphenduka speaks longingly of those 
days. Proudly she holds up an old newspaper cutting 
from a local weekly, which chronicled her success. “I 
used to be one of the best farmers in this region,” 

she said with a smile. But with neither tractors nor machinery on her farm any 
longer, productivity has plummeted. She has also had to deal with the effects 
of climate change, which have manifested as long dry spells, water shortages, 
and, most recently, a fall armyworm outbreak on her farm.

“It’s been very difficult for me. God loved us so much this year and gave us 
good rains after the drought, but now there is fall armyworm also. We can only 
hope that nothing serious will happen to our crops. We had really aimed so high, 
[but] it looks like everything will now be a disaster,” she told Africa in Fact.

Even an experienced farmer such as Ben Freeth – a former commercial 
farmer in Zimbabwe – is stunned by the severity of last season’s drought and 
its enduring effects. Freeth was kicked off his Chegutu farm some eight years 
ago by the late Nathan Shamuyarira, once a minister in Mugabe’s government. 
He is now an agriculture consultant and farms on a small scale. 

“I’ve never seen anything quite like this. There was a drought and now 
there’s the fall armyworm as well. 
There’s going to be a decent crop out 
there as we have had a good rainy 
season, but it depends on how much 
the fall armyworm will eat,” he said. 

Thousands of farmers suffered 
heavy losses after an El Niño-induced 
drought – the worst in nearly four decades – swept across the southern 
African region. El Niño is predominantly associated with hot, dry conditions 
and suppressed rainfall, which characterised Southern Africa’s drought in 
2015/2016.

In Asia El Niño affected at least 11 countries in the same period; these 
experienced prolonged drought, water shortages, lean agricultural seasons 
and food shortages. Elsewhere, the global impact of El Niño triggered high 
temperatures in California, floods in Peru and hot and dry weather in Australia.

The devastation from the El Niño weather pattern is related to climate 
change according to Oxfam, the UK-headquartered global non-governmental 
organisation. “Climate change boosts the probability of a super El Niño 
developing, and El Niño, in turn, exacerbates climate change as the Pacific 
Ocean heats up,” it said in a report.

El Niño conditions occur when the central and eastern equatorial Pacific 
sea surface temperature are substantially warmer than usual. El Niño and La 
Niña – the reverse weather pattern – tend to develop between April and June 
and reach their maximum strength between December and February. They 
usually persist for nine to 12 months, occasionally last for up to two years, and 
recur every two to seven years. Young man in drought conditions in Ethiopia, the Horn of Africa

© USAID Africa Bureau
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Thousands of farmers suffered 
heavy losses after the drought ... 
the worst in nearly four decades.

Climate change: staying steps ahead

Africa’s governments should emulate Asian nations’ advanced solutions to ensure 
food security, as climate change scours the continents’ farms  

Seeding the future
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The last strong El Niño phase occurred during the 1997/1998 farming 
season, causing 23,000 deaths and damage estimated at $35 billion. Other 
strong El Niños, according to the World Meteorological Organization, 
developed in 1972/1973 and 1982/1983.

The United Nations Framework Convention on Climate Change said that by 
2030 developing countries would require between $28 billion and $67 billion 
to enable adaptation to climate change: “This corresponds to 0,2 to 0,8% of 
global investment flows, or just 0,06 to 0,21% of projected global GDP in 2030. 
Current global funding for adaptation is a fraction of this figure and access to 
these funds for developing countries is often lengthy and complex.”

Maphenduka’s situation is just one instance of the plight faced by many 
poor farmers in Africa, who will bear the brunt of climate change. The effect of 
a bad farming season is lasting, because it often continues into the next season. 
Farmers have to grapple with debt accrued from the last season, rising food 
prices and cash-strapped governments largely unable to cushion them after a 
bad season. Most farmers are left to sink or swim. 

After the devastation of El Niño, the region is now beset with La Niña 
weather conditions, which mainly differ in that there is normal to above normal 
rainfall, instead of a dry spell. But this in no way suggests that El Niño’s effect 
has receded, or that the losses from the drought can simply be recouped with 
the rains, and a better season the following year.

Wandile Sihlobo, head of the economic and agribusiness intelligence unit 
at the Agriculture Business Chamber in South Africa, said climate change had 
seen debt levels soar, with the poor most affected. “In Asia and Africa, El Niño 
has been affecting poor farmers and they have had to bear the biggest brunt. 
Debt levels are hovering around R116,57 billion, rising from levels of R3,83 
billion, and have grown about 30-fold in recent years. Even if we do see some 

sort of recovery this year and we see 
farmers getting back into production, 
they are still in debt. The small 
farmers in rural areas don’t have the 
luxury of getting back to production 
after a difficult season,” he told Africa 
in Fact.

Last year, about 40 million 
people in the Southern African 

Development Community (SADC) region were left food-insecure as a result 
of the drought, according to the World Food Programme (WFP). To tackle 
the El Niño outbreak globally, the WFP has indicated that it has net funding 
requirements of $944 million.

“Of  this, the Southern African 
region requires $525 million for 
the period August 2016 to April 
2017, the Horn of Africa region 
requires $388 million for the next 
six months and the Latin America 
and Caribbean region requires 
$31,3 million for the next six 
months,” the WFP said in its El 
Niño resourcing report released 
in September 2016. Of the $525 
million needed by the Southern 
African region, the WFP has only 
raised $113 million. 

The shortfall consequently 
means that the socio-economic 
effects of El Niño – malnutrition, 
migration, and disease outbreak, 
among others – will likely 
continue, even though its climatic 
effects may show some signs of subsiding. But to the public the most visible 
result of the drought has been its effect on food supplies, the scarcity of which 
has had a knock-on effect on food prices. Agricultural economists indicate that 
maize prices have increased by an average of 20% more per tonne since the last 
season, with a tonne of the staple grain costing between $240 and $370.

“We will know round about March/April this year what food prices will 
be like, given that the region is hit by a new pest which also threatens food 
security,” said John Robertson, head of Robertson Economics, based in Harare.

Last year, South Africa, the continent’s largest producer of maize – the 
region’s staple grain – had to augment domestic grain supplies with imports, 
after a shortfall of 3,8 million tonnes of maize. On average, South Africa 
needs about 10,5 million tonnes of maize for its domestic needs, according 
to the Agricultural Business Chamber, with the surplus exported to the 
SADC region.

RisCura, a global investment advisory and financial firm, said retailers had 
been absorbing the extra costs associated with the effects of El Niño over the past 
year by subsidisng prices for cash-strapped consumers. “It is clear, however, 
that retailers, particularly in the current domestic economic environment, can 
only withstand so much margin squeeze. Rising costs at producer level are 
increasingly likely to be passed through to the consumer,” the firm said.

The effect of a bad farming season 
is lasting. It often continues into 
the next season and farmers are 
left to sink or swim.

Diminishing water supply at Miranda, Zimbabwe
© Babakathy / Wikimedia Commons
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As El Niño ravages various regions, African governments, begging bowls in 
hand, have launched humanitarian appeals. 

In July last year, Botswana, Lesotho, Malawi, Namibia, Swaziland and 
Zimbabwe declared national emergencies, as did most provinces in South 
Africa, while Mozambique activated a red alert to mobilise resources and speed 
up the response to the crisis. Madagascar called for international assistance.

Yet all this was a temporary response to a catastrophic disaster that shows 
signs of repeating, Sihlobo says. Aid assistance is just one of the solutions 
needed to combat climate change globally, and Africa would do well to look 
to the East for assistance with long-term planning to mitigate the effects of 
climate change. 

In Asia governments have begun pouring investments into seed technology 
that will help them prepare better for climate change – a step which placed 
them ahead of their African counterparts, Sihlobo added.

“The only way is if we invest in seed technology and development. The 
development of seed, which can withstand extreme weather conditions is 
important. Surely we can’t be planting the same seed variety of seven years 
ago, which is susceptible to these weather conditions? The key point is to invest 
more and work with technologically suitable seed variations,” he said. 

Asian countries’ support of their farmers and the poor was a vital lifeline in 
order to get back onto their feet, he argues. “The Asian governments provide 
support to farmers and this has enabled them to recover much more quickly 
than African governments … There should be a sort of insurance that African 
governments can also invest in for their farmers.” 

Chimimba David Phiri, the UN’s Food and Agriculture sub-regional 
coordinator for Southern Africa, told Africa in Fact that it was incumbent on 
governments to plan as if every year would be a bad season. “Disaster risk 
strategies should always be there. Governments must plan for the worst and 
hope for the best. It is clear that the costs associated with droughts are heavy,” 
Phiri said. He pointed out that when the good times roll, most governments 
put aside their disaster risk strategies, and only activate them when bad times 
have already set in. “At that time, they can hardly be said to be on top of the 
situation,” he said.

Phiri said while there was no one-size-fits-all solution for agriculture or for 
poor farmers facing the effects of climate change, governments would need to 
put in place a range of coping measures, including the adoption of drought-
resistant crops, new irrigation technology and the use of solar-powered 
boreholes. Climate change will continue to require planning and adaptability. 
For her part, Maphenduka, is ready to adapt her own farming practices if this 
means a change of fortune for her farm.   
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Food security: China’s first to the table

China’s investment in Kenya’s agricultural sector is a boon for both nations; 
advancing Kenya’s farming technology while ensuring the Asian nation’s growing 
population has a secure food supply

Eating off Kenya’s plate
Mark Kapchanga

Kenya has never, in its modern 
history, fed itself adequately 
without relying on food imports 

from neighbouring countries – despite 
having ample arable land and a climate 
conducive to agriculture. 

The situation seems to be getting 
worse every year. Early in February 
this year President Uhuru Kenyatta 

declared the drought a national disaster, 
saying more than 50% of the country’s 
population risks starvation. In northern 
Kenya, citizens have to cross the border 
to Ethiopia, South Sudan and even 
Uganda in search of water and food. 
Thousands of animals have died as the 
drought continues.

Gladys Nagilai stands with greenhouse crops she shares with a mothers’ support group in northern Kenya.
© Marisol Grandon / Department for International Development
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On the supply side, extension services 
officers’ activities were funded across the 
country. The market involved few, or no, 
middlemen, aside from the agricultural 
agencies. “During this period, transaction 
costs were almost zero while storage 
losses were unheard of. This was a golden 
time, as Kenya even exported maize to 
Zambia,” Nyoro told Africa in Fact.

That glorious period did not last. 
The gap between food production and 
population growth widened from the mid-
1970s to the 1990s, and it has done so in 
recent years as well. Both these periods 
were characterised by huge structural 
deficit between demand and supply, 
says Francis Karin, a food researcher 
at Kenya’s agriculture-focused Egerton 
University. Currently, the gap is around 
15 million bags of maize. As for rice, only 
20% of the total demand is met through 
local production.

Kenya is now facing a “breakthrough” 
to a critical third phase, says Nyoro. 
“Reality has dawned on the government” 
that production must be upped – in spite 
of the challenges facing the country’s 
agriculture. “The change is being realised 
through private sector and foreign 
countries’ involvement in agriculture,” 
says Bimal Kantaria, managing director 
of Elgon Kenya Ltd, a fertiliser and seed 
distribution firm in Nairobi.

Of those foreign countries China 
has been conspicuous in Kenya’s recent 
agricultural turnaround, as in many other 
sectors of the economy. 

During his tour of Africa in 2016, 
China’s President Xi Jinping noted 
that agricultural cooperation had 
“always been the focus of China-Africa 
cooperation”. Through the Forum 
for China-Africa Cooperation, China 

has helped African countries build 25 
agricultural technology demonstration 
centres – one of them in Kenya. The 
centres, which offer technology training 
and joint research, aim to improve 
agricultural technology and boost the 
development of local agriculture.

Hongxiang Huang, founder and chief 
executive officer of Nairobi-based China 
House – an NGO focusing on China-
Africa relations – says Beijing is putting 
resources into boosting the continent’s 
agricultural productivity because it 
expects a return: another source of food 
for China’s huge population. 

Beijing’s deployment of agricultural 
experts to train farmers in Kenya has 
helped the country to “up” its agricultural 
technology, says Bob Wekesa, a 
postdoctoral fellow at South Africa’s 
Witwatersrand University, and research 
associate on the Wits China-Africa 
Reporting Project. He adds: “The experts 
have provided training to thousands 
of farmers, leading to expansion in 
investment in agricultural development 
and trade.” 

Agriculture is now possible in Kenya’s 
neglected arid and semi-arid lands thanks 
to modern techniques and technology. 
“They [China] have not only introduced 
drought-resistant cultivars of crops; they 
have also brought in early-maturing, 
high-producing plants,” observes 
Morris Aron, an agricultural economist 
in Nairobi. This will strengthen food 

Agriculture is now possible in 
Kenya’s arid and semi-arid lands 

thanks to Chinese technology.

In its February report on the crisis in 
East and Central Africa, the World Food 
Programme says the drought in the Horn 
of Africa is generating a humanitarian 
crisis of alarming proportions. In Kenya 
alone, the number of people in crisis and 
living under emergency food insecurity 
levels now stands at 2,6 million. 

The gloomy food picture is not new in 
Kenya; it is a replica of the 1980, 1981, 
1982, 1984 and 1985 events, when the 
East African country experienced an acute 
food deficit. Though the government 
has come up with innumerable reforms 
aimed at boosting food production, 
protracted drought, intermittent rainfall, 
high cost of farm inputs and shaky 
extension services continue to endanger 
the country’s food supply.

With the rapid rise in its population, 
Kenya is now facing a dilemma: how to 
feed itself. “One of the approaches used 
in widening the food basket and making 
agriculture competitive has been the 
liberalisation of the market. In this 
case, the state relaxed controls over the 
pricing and marketing of farm products 
in the economy in exchange for greater 
participation of private entities,” says 
Shem Odhiambo, the country director 
for Export Trading Group, a Kenya-based 
multinational farm inputs supplier.

While liberalisation opened up new 
prospects to many farmers, critics say it 

has bypassed resource-deprived farmers, 
particularly those in low-potential 
areas. Many of these farmers are worse 
off, having previously benefited from 
subsidies for inputs offered by the state 
marketing agencies. Farmers in rural 
areas cannot access affordable credit 
from financial institutions, as they are 
still perceived as high-risk borrowers. The 
poor state of roads has further hampered 
commercialising farming, hindering 
Kenya’s mission to achieve a healthy, 
stable economy.

Kenya has, over the past 50 years, 
passed through three phases aiming to 
achieve food stability, says James Nyoro, 
a senior food security and climate change 
adviser in the Presidency and a former 
director at the Rockefeller Foundation. 
Yet, he argues, nothing seems to have 
really changed.  

The first phase, from when the 
country attained independence through 
to the mid-1970s, was punctuated 
by a series of transformations in the 
agriculture sector as institutions were 
established to help co-operatives and 
small-scale farmers.

“The Kenya Farmers Association 
(KFA), the Agricultural Finance 
Corporation (AFC) [and the] National 
Cereals and Produce Board (NCPB) were 
working systematically with a core goal of 
boosting food production,” he says.

During that phase farmers would be 
allocated a letter of credit, which they 
could take to the KFA and AFC for inputs 
that helped them to engage actively in 
production, he says. Farmers would then 
take their produce to the NCPB, which 
would sell it, then pay what was owed 
to the AFC and the KFA. The remaining 
moneys would be paid to the farmer.

The gap between food production 
and population growth resulted in 
huge structural deficits between 
supply and demand. 
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security and boost economic growth when 
combined with intense infrastructural 
investments, he says.

Kenya expects to improve its yields 
to about 30 million bags of maize a year 
in the next three years using the modern 
crop husbandry China has introduced. 
Much of the new production will come 
from the grand Turkana land reclamation 
project, which has put more than half a 
million acres of land under irrigation in 
the north of Kenya. “Using some Israeli 
technology, we will produce an average 
of 30 bags of maize per acre,” says Willy 
Bett, minister of agriculture.

The new project, perhaps the biggest 
in Kenya’s history, will produce 60 bags 
of maize an acre because there will be 
two planting seasons. If the government 
plan works out, the country could 
produce as much as 75 million bags of 
maize by 2019 against a demand of 55 
million bags per year, says Dr Emmanuel 
Manyasa, a lecturer in applied economics 
at Kenyatta University, Nairobi. Of the 
surplus, 15 million bags would be kept 
as a national strategic reserve, while the 
rest could be exported.

An important part of 
ensuring Kenya’s food security 
in the future will be putting 
arable land into full use, says 
James Shikwati, director of 
the Inter Region Economic 
Network. “The country urgently 
requires a deliberate campaign 
by the leadership to scale 
up productivity, build local 
agribusiness value chains, push 
for modern technology uptake 
and invest in infrastructure to 
connect the north to high yield 
areas,” he says.

But while there has been an increase 
in foreigners’ appetites to produce 
food in Kenya, the biggest hindrance is 
land ownership. Article 65 of Kenya’s 
Constitution provides that non-citizens 
can only own land on the basis of a 
leasehold tenure not longer than 99 years, 
says Mohammed Swazuri, chairman of the 
National Lands Commission.

The provision was intended to correct 
“historical injustices emanating from 
colonial rule where foreigners obtained 
large tracts of land and are holding the 
same under freehold tenure in perpetuity”, 
says Swazuri. But he adds that foreign 
investment in Kenya is protected by Article 
40 of the Constitution, which covers the 
right to property, except for the provisions 
of Article 65. Jason Ondabu, a lawyer 
who deals with land issues, says the court 
system is relatively advanced and has 
been shown to uphold the rule of law as it 
relates to the protection of property rights.

Kenya’s agriculture deals with China 
may well work out, to become what 
Huang describes as a “purely … symbiotic 
relationship” that will “deepen further the 
two regions’ friendship”.   

Irrigation could bring some relief in Kenya’s arid Turkana region  
© Siegfried Modola / IRIN
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New order: it’s time Africa courted new friends

East Asia investing in Africa could prove the panacea to the region’s parallel 
problems

Turning tradition on its 
head
Ronak Gopaldas

After the financial crisis of 2008, Africa provided an enticing 
destination for countries looking for return on investment. Driven by 
both push and pull factors, the post-crisis period initiated material 

improvements in both investment and sentiment towards the continent. 
The related risks were largely outweighed by the low rates at which money 
was available. 

Africa’s traditional trading partners – China, the United States (US) and 
the Eurozone – took advantage of these favourable conditions. Foreign direct 
investment (FDI) inflows increased by as much as 22% between 2010 and 
2014, with the majority of FDI being invested in extractive industries. In 2014 
greenfield FDI into Africa grew by 65%, against a global average of only 1%, 
to an estimated $87 billion. Gross domestic product growth in Africa, at 5%, 
outpaced the global average by 3,5%.

But 2015 brought a reversal in this trend, with growth in FDI across the 
continent declining by 7%. A massive plunge in global oil prices – coupled with 
a strong US dollar, softer Chinese growth and a subdued Eurozone outlook – 
highlighted the continent’s susceptibility to sudden shocks. With internal and 
external conditions having dramatically changed, and African sovereign bonds 
facing a number of financing difficulties, foreign investment inflows into Africa 
from traditional sources are slowing, and this trend looks to continue. 

This shift in global politics may cause non-traditional investors to look at 
Africa in a new light, and with traditional partners preoccupied with domestic 
issues, African countries may miss a trick by not targeting alternative sources of 
funding. Amid the changing and uncertain economic and political landscapes, 
new opportunities and new investors may present themselves.

New order: it’s time Africa courted new friends

East Asia investing in Africa could prove the panacea to the region’s parallel 
problems

Turning tradition on its 
head
Ronak Gopaldas
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East Asian and Gulf countries are well suited to take advantage of the 
investment opportunities in Africa. Japan and Korea have comparative 
infrastructural and technological advantages, and Malaysia and the United 
Arab Emirates (UAE) have comparative advantages in providing Islamic 
business services and tourism infrastructure. Singapore is dependant on 
international trade and there is a strong case to be made 
for it to diversify its global footprint to avoid relying on 
ever more volatile traditional investment destinations.

Anecdotally, at least, there seems to be a marked 
increase in appetite from some of Africa’s “non-
traditional” trading partners.  

In August 2016 Japan hosted its Tokyo International 
Conference on African Development (TICAD). The 
conference had historically been hosted every five 
years in Japan. In 2016 though, in what was seen 
as a signal of intent and Prime Minister Shinzō 
Abe’s renewed interest in the continent, the 
conference was held in Kenya. China hosts an 
equivalent conference every three years and 
alternates hosting with Africa.   

In the wake of a new administration in the US, Asian companies could be 
ready to accelerate their investments into Africa and the Middle East. A wide 
range of experts, including economists, geopolitical analysts, trade specialists, 
think tanks and business executives agree that Asia’s new money will look at 
alternatives if the Trump administration’s withdrawal from the Trans-Pacific 
Partnership earlier this year has a negative impact on the region. 

The US is currently restructuring 
its political alliances and international 
relations with it are likely to change, 
said Graeme Robertson, Intrasia 
Capital’s chief executive officer, at the 
2017 Mining Indaba earlier this year 
in Cape Town, South Africa. “China, 
Indonesia, Japan, Korea will have a 

far more significant influence in world affairs and this will also be in mining 
and investment. Asia, 25 years ago, was equivalent to what Africa is today. So 
the Asian money is looking at new direction and you see the influence of that 
into Africa.” 

2015 brought a reversal, with 
growth in FDI across Africa 
declining by 7%.

A chart from Senator Chris Coons (D-Del.), chair of the Senate Foreign Relations Subcommittee
on African Affairs, used in a hearing on China’s expanding role in Africa on November 1, 2011. 
© US Government / Flickr

Gas pipeline at Temane, Mozambique, 2010  © Sasol / Wikimedia Commons
 Shinzo Abe, Japanese prime minister
© GGA
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has carved out an enviable niche in Africa’s burgeoning economies, well ahead 
of global competitors such as Apple and Nokia. 

But even as prospects from East Asia are promising, other regions should 
not be ignored. 

Widely touted as the “Gateway to 
Africa”, the UAE has emerged as an 
important trading partner for African 
countries. It has also been an important 
and growing source of investment. In 
2015 Gulf firms invested $9,3 billion, 
driven to a degree by African, and other, 
multinationals setting up headquarters in Dubai. These included the Mara 
Group and Atlantic Holdings. Previously the  government of Dubai  had 
partnered with many African governments for key infrastructure, telecom and 
tourism projects, with companies such as Etisalat and Dubai World playing an 
active role. 

These are positive trends, but of course the proof is in the proverbial 
pudding. When compared with the numbers from India and China, 
investment from these regions lags significantly. On the flipside, this offers 
African countries a huge opportunity to court foreign investment. There is 
significant room for growth in investment at government-to-government and 
private sector levels.

At TICAD Abe committed to investing $30 billion in Africa over the next 
three years, with $10 billion going towards infrastructure development. 

At the conference Tomohiko Taniguchi, a special adviser to the Japanese 
government, was quoted in Business Day, a Johannesburg newspaper, 
in August last year as saying that the number of Japanese business leaders 
in attendance was “testament that finally otherwise risk-averse Japanese 
companies have finally come to be aware that Africa can provide them with 
real growth opportunities”. 

Singapore has also attempted to 
expand its footprint across Africa. 
In 2013 International Enterprise 
Singapore, the government agency 
promoting the country’s trade and 
overseas investments, established 
country offices in South Africa and 
later in Ghana. These are similar to 

those already established in Mexico and Brazil. And, as in Mexico and Brazil, 
they are expected to spark further investment. 

Although Singapore’s investment relationship with Africa lags behind that 
with Latin America by around 15 years, similar government-driven activities 
– attributed to accelerating Singapore’s ties with Latin America – are being 
observed in early stages on the continent. By 2015 Singapore’s investments in 
Africa had been growing by more than 11% per annum.

Energy investments in particular have attracted interest. In 2013 Pavilion 
Energy, a subsidiary of Temasek Holdings, acquired a $1,3 billion stake in 
Tanzania’s gas blocks from Ophir Energy. Temasek has also made an investment 
in Seven Energy, an oil and gas group based in Nigeria, as Africa’s oil and gas 
market is increasingly important to Singapore’s companies. Recent discoveries 
of natural gas reserves in Tanzania and Mozambique provide opportunities 
for companies in plant design, engineering, procurement, construction, 
fabrication, offshore vessel operation, and ready-for-use services.

Malaysia is one of Africa’s most significant, if somewhat less conspicuous, 
investment partners. In 2011 Malaysia was Africa’s most important and largest 
trading partner, with investments totalling $19 billion – outstripping those 
of China and the European Union. This accounted for 20% of all Malaysia’s 
outward FDI compared with China’s, where Africa accounts for around just 3% 
of its total outward FDI.

While Korea has not been a major investment player in Africa, some 
companies have high visibilty on the continent. Samsung Electronics, the largest 
unit of the Samsung group, and the world’s biggest electronics manufacturer, 

When compared with India 
and China, investment from 
other eastern countries lags 

significantly.  

Risk-adverse Japanese 
companies are finally becoming 
aware that Africa can provide 
them with growth opportunities.

Natural gas plant at Songo Songo Island, Tanzania  Photo: Iain Cameron / Wikimedia Commons
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With the world order rapidly changing, it is in Africa and Asia’s mutual 
interests to forge stronger alliances by expanding cooperation in trade, 
investment, and technical assistance. For the African continent, Asian 

investment offers a compelling 
value proposition. Increased FDI 
flows could have significant long-
term benefits for industrialisation, 
particularly in sectors such as 
education, infrastructure, tourism 
and health. 

Some Asian countries could also offer expertise and customised solutions 
for African countries, having undertaken the same industrialisation process a 
few decades ago. 

Africa (despite its complex and diverse nature) is also the world’s largest 
untapped market for trade and investment, and it offers many Asian investors 
opportunities to offset some of their own structural economic constraints. 

There seem to be few downsides to courting the East. In fact, Asia’s investments 
in Africa may prove to be the solution to both regions’ problems.   

For the African continent, Asian 
investment offers a compelling 
value proposition.
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Economic diplomacy: with friends like these ...

Despite concerns around corruption and looting of environmental resources, 
Namibia is determined to forge stronger bonds with Eastern nations, especially 
China and North Korea

Namibia’s rocky 
relationships
Frederico Links

Namibia has preached non-alignment and maintained a semblance of 
independence in foreign affairs, but it has become clear that some of 
its foreign friends – especially those in the East – have come to enjoy 

greater prominence in recent times. Now the country is apparently seeking to 
locate its foreign relations mainly in the realm of economic diplomacy. 

China and India have both officially supported Namibia’s development 
since it gained independence on 21 March 1990. Their position as legacy 

The Chinese Embassy in Windhoek, Namibia, 2011 © Kransky / Wikimedia Commons
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number of Chinese 
nationals in Namibia 
also appears to have 
ballooned. Although 
this is hard to verify, 
it is estimated 
that almost 4% of 
Namibia’s residents 
are Chinese nationals; 
and they aren’t viewed 
in a positive light.

Negative public 
sentiment regarding 
the Chinese has 
deepened on the backs 
of reports of ill treatment of Namibian workers by Chinese bosses, and a stream 
of high-profile corruption cases and incidents involving Chinese nationals and 
Namibian political elites and public officials – all the way up to President Hage 
Geingob. There are perceptions of pervasive tax evasion and fraud by Chinese 
businesses and large-scale illicit financial flows to China. These perceptions 
appear to have been primarily responsible for the introduction of strict money 
transfer limits by the Bank of Namibia in mid-2016.

Alleged involvement in natural resources-related crimes – including 
rhino and elephant poaching, endangered wildlife smuggling, environmental 
destruction, and illegal logging – has also fuelled negative perceptions of 
China’s presence in Namibia. A harsh anti-Chinese undertone has entered 
Namibia’s public discourse.

The Namibian government has 
sought to downplay this, but it is 
evident that some tension has crept 
into Sino-Namibian relations, even 
as they continue to deepen. An 
Institute for Public Policy Research 
(IPPR) briefing paper produced for a 
Foreign Policy Review Conference in July 2016 – convened by the Ministry 
of International Relations and Cooperation (MIRCO) – sums up the situation 
neatly: “On paper economic diplomacy reads like an obvious means of securing 
investment. However, complexities arise which can have a detrimental effect 
on the developing country, an example of which can be seen in Namibia’s 
relationship with China.”  

It is evident that some tension has 
crept into Sino-Namibian relations, 

even as they deepen.

friends offering considerable economic and geo-political benefits has expanded 
significantly since then. Other Asian nations such as Malaysia, Indonesia and 
Singapore – long only peripheral in significance – have apparently risen in the 
country’s estimation within the context of South-South cooperation.    

Namibia’s new eastwards gaze is hardly surprising. China, India and North 
Korea were arguably the ruling South West African People’s Organisation’s 
(SWAPO) main supporters during the long years of the struggle for 
independence from apartheid South Africa. China played a pivotal support role 

during the armed struggle from the 
late 1960s to 1989, when hostilities 
officially ended.  It primarily provided 
arms and military training – along 
with the Soviets – to SWAPO’s armed 
wing, the People’s Liberation Army 
of Namibia. 

India was a staunch supporter of the Namibian independence cause through 
the Non-Aligned Movement and SWAPO opened its first official embassy in New 
Delhi in 1986. North Korea played a similar, if smaller, role, but has currently 
been relegated to undercover friendship status because of United Nations’ (UN) 
sanctions against it. Its shadowy presence is inescapable though. 

Namibia’s policy move eastwards, and especially its closer relationship 
with China since 2000, has been met with palpable alarm in some quarters. 
The United States’ (US) diplomatic cables leaked by WikiLeaks in 2010 aptly 
illustrated the extent of Western unease with the growing Chinese presence 
and influence in Namibia. In a string of cables between 2007 and 2009, Denise 
Mathieu, the then US ambassador to Namibia, appeared to be constantly 
updating the state department in Washington on the fast-growing and 
deepening relations between the two governments, as well as between SWAPO 
and the Chinese Communist Party (CCP). These relations were evidenced by an 
increase in bilateral trade, economic agreements and state-level transactions, 
as well as growing numbers of Chinese nationals and mostly state-owned 
companies striking deals and establishing ventures in the country.    

Mathieu accurately assessed the situation in one of her last cables to 
Washington: “Given the close historical ties between SWAPO and Beijing, and 
the significant concrete benefits they continue to produce for the government 
of Namibia, the growing public resentment is unlikely to translate into policy 
changes in the near term.”

Since 2010, Sino-Namibian government-to-government interactions and 
official visits have increased. Chinese involvement and investment in the 
Namibian economy have escalated, particularly in extractive industries. The 

Namibia’s policy to move 
eastwards has been met with 
palpable alarm in some quarters.

Chinese naval ships visit Walvis Bay in Namibia, 2014  © Wikimedia Commons
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were conspicuous by their numbers, and led many of the high-level discussions 
on Namibia’s future foreign policy.   

Shortly before this, in March 2016, Namibia’s long-standing but hush-hush 
relations with North Korea came under international scrutiny. The country 
faced rebuke from the UN Security Council over perceived violations of UN 
weapons sanctions imposed on North Korea. It emerged that the North Koreans 
were building and equipping munitions and arms manufacturing facilities 
for the Namibian defence ministry around the country. Around the time the 
Indian president was in Namibia, Netumbo Nandi-Ndaitwah, MIRCO minister 
and Namibia’s deputy prime minister, flew to Pyongyang to personally inform 
Ri Yong-ho, North Korea’s foreign minister, that Namibia was obliged to break 
off relations. 

By the beginning of February 2017, most North Koreans had left Namibia, 
but there were indications that some were still active at Namibian defence 
force facilities. Nor are the Namibian authorities in a hurry to sever ties. It 
seems they want to let the situation die down, before quietly letting the North 
Koreans back in. The North Koreans, for their part, have been operating under 
the radar on various sensitive infrastructure and national security projects in 
Namibia for most of the past two decades.           

Namibia’s shady relations with 
North Korea and its hard focus on 
China are destabilising its relations 
in the international sphere. André 
du Pisani, a prominent Namibian 
political commentator, cautioned in 
2014: “While relations with China do 
indeed offer benefits to Namibia, such relations should not be entered into 
and sustained if they undermine potentially productive and more egalitarian 
relations with India, the EU and the US.”       

Namibia’s new foreign policy framework is set to be unveiled in the first half 
of 2017, following last year’s Foreign Policy Review Conference. Indications 
are that economic diplomacy will occupy a central position in the country’s 
future engagements with the world. At a general staff meeting in early February 
2017, Nandi-Ndaitwah said: “In our strategic plan, the promotion of trade and 
investment is a major objective. Our performance agreement also points to the 
importance of economic diplomacy.”

Given the shifting of geopolitical and economic power in the world today, it 
is clear that Namibia’s gaze will focus firmly eastwards.   

Economic diplomacy will occupy a 
central position in Namibia’s future 

engagements.

“There are signs of 
some tension between the 
two governments already,” 
Graham Hopwood, IPPR 
director, told Africa 
in Fact. “The Chinese 
embassy is irritated by 
criticisms from civil 
society regarding Chinese 
citizens’ role in wildlife 
poaching and has urged 
officials to step in and 

restrain certain environmental NGOs. At the same time, government has 
clearly realised that it can no longer tolerate Chinese businessmen who are 
allegedly evading tax on an industrial scale, especially as government coffers 
are desperately in need of increased revenue.”

He added that Chinese state businesses were so intertwined with 
government and its contracting procedures that a complete divorce was 
unthinkable. “Chinese companies are now involved in many major national 
infrastructure projects, while the Chinese-owned Husab uranium mine 
promises to be a major earner for the economy. Therefore a serious fall-out 
[sic] between China and Namibia is not on the cards. However, government 
may now apply an increased level of scepticism when it comes to Chinese 
dealmaking.” 

The Chinese can offer significant economic and development support and 
SWAPO leaders have often expressed admiration for its centrally planned and 
state-driven development success. Namibian leaders also have an affinity for 
the Singaporean model. Singapore’s government consultants are currently 
advising the Namibian government on how to improve its attractiveness as an 
investment destination in an effort to replicate some elements of Singapore’s 
success story. The project, which ends in 2018, aims to generate significant 
improvement for Namibia’s spot on the World Bank’s “Ease of Doing Business” 
ranking by 2020. 

Namibia has also made moves to deepen its ties with India in a number 
of development-related areas, such as setting up training facilities with 
sophisticated technology. During President Pranab Mukherjee’s official state 
visit to Namibia in June 2016, he promised that India would provide “any 
assistance” to Namibia to help achieve its developmental objectives. Just over 
a month later at MIRCO’s Foreign Policy Review Conference in Windhoek, 
Indian international trade and treaty negotiators and foreign policy experts 

The harsh terrain of Namibia  © Wikimedia Commons



Playing both sides to win

39April - June 201738 AFRICA IN FACT  | ISSUE 41

China vs Japan: who gets what?

Africa is a just a political pawn in China and Japan’s superpower rivalry; the 
continent needs to up its game strategically to benefit from the Asian nations’ need 
for its political backing, and resources 
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Japan’s Prime Minister Shinzo Abe and China’s President Xi Jinping at the Asia-Pacific conference in Beijing, 2014  
© Reuters via Gallo Images
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The growing geopolitical competition between China and Japan for influence 
in Africa may not involve guns and battalions or warships and warplanes, but it 
bears some resemblance to the 19th-century European scramble for influence 

and territory on the continent. Both are Asian global powers and their recent forays 
into Africa have been framed in competitive terms. On the global stage, China is the 
second largest economy by nominal gross domestic product, while Japan is the third.

Some might dismiss descriptions of the relationship as competitive, as specious. 
But several factors support the view that China and Japan’s interests in Africa are an 
extension of their geopolitical rivalry. 

The two countries’ relations in their 
East Asia backyard have a long history. 
Historically China was the undisputed 
hegemon, with Japan and other nations 
in the region deferring to it. From 
the mid-19th century Japan’s rapid 
industrialisation tipped the scales in its 
favour, while China’s economic fortunes 
declined. Such was the fall of the Chinese 
empire that Japan was able to invade it 
in 1937 and to continue its occupation 
of parts of the country throughout 
the Second World War. This remains 
a sore point today, often triggering 
nationalistic fervour.

In recent years China and Japan have 
approached African countries through 
summit diplomacy. China uses the triennial 
Forum on China-Africa Cooperation 
(FOCAC), established in 2000, while 
Japan uses the Tokyo International 
Conference on Africa’s Development 
(TICAD), established in 1993. 

Japan had a seven-year head start 
in deploying summitry in Africa but 
apparently ran out of steam. It now 
wants to up its game. By convening the 
TICAD-VI in Nairobi, Kenya, last August, 
Japan was, in essence, reinvigorating its 
policy towards Africa. China’s response 
was fury, saying  Japan was “attempting 
to impose its will on African countries to 
gain selfish interests and drive a wedge 
between China and African countries”.

China saw Japan as challenging 
its success with summit diplomacy by 
hosting TICAD on African soil; all five 
previous conclaves had been held in 
Japan. Conversely, China’s FOCAC has 
not only been characterised as a joint 
Africa-China mechanism, but is also 
symbolically convened alternately in 
China and an African country. 

The FOCAC conferences and 
summits have been big signature events 
attended by African leaders, with huge 
amounts of monies pledged in aid and 
loans. Comparatively, the TICAD events 
have been relatively low-key – until the 
latest one. China’s FOCAC has been held 
every three years, while, until the August 
2016 event, TICAD was held every five 
years; it will now also be held every 
three years. Coincidentally, last August’s 
TICAD came only eight months after the 
FOCAC summit in Johannesburg, South 
Africa. This reinforces the perception 
that the countries are competing for 
Africa’s resources. 

Economic objectives provide the 
lenses through which to assess this 
competition. Overall China has certainly 
outflanked Japan in its economic 
engagements with Africa, at least so far. 
In 2000 the value of trade between Africa 
and China was $10 billion, increasing to 
an estimated $300 billion in 2015 and 
projected to reach $400 billion in 2020. 
The total volume of Africa-Japan trade is 
hard to assess, but some sources indicate 
that it stood at $24 billion in 2015, far 
below the Chinese figures. 
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China and Japan have 
approached  African countries 

through summit diplomacy.
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At the 2012 FOCAC in Beijing, $20 
billion, encompassing development 
assistance, loans (especially for 
infrastructure development), and foreign 
direct investment 
in  d ive rse 
sectors was 
pledged. At the 
Johannesburg 
FOCAC 
summit 
in 2015, 
the figure 
was tripled 
t o  $ 6 0 
b i l l i o n ,  t a r g e t i n g 
African industrialisation 
particularly. Japan pledged 
$10 billion during the 2013 
Yokohama TICAD, and $30 
billion during the Nairobi 
conference, towards investments 
in infrastructure, energy and 
manufacturing. These figures 
indicate that Japan is not far behind 
China with regards to investment and 
development assistance levels to Africa, 
and is perhaps angling to outpace it in 
the future.

How do these powers structure their 
economic engagements with Africa? Both 
countries use development assistance 
and loans as tools for economic 
engagement with the continent. Japan, 
though, is a member of the Organisation 

for Economic Cooperation and 
Development (OECD) and has to adhere 
to regulations for delivering development 
assistance to Africa. 

A key tenet of these regulations 
is that development 

assistance should not 
be tied to foreign direct 
investment. 

Not being an 
OECD 

member, 
China is not 

hindered 
by such 

regulations, 
and Chinese 
companies – 

mostly state-owned 
enterprises – are 

often the principal    
   beneficiaries of 

Chinese development         
 assistance and 

loans. These entities 
operate, especially, in the 

infrastructure development and natural 
resources sectors. There are indications 
that Japan is rethinking this approach to 
bolster its private sector’s involvement 
in Africa, to compete with its Chinese 
counterparts.     

But the China-Japan rivalry in 
Africa is not only economic; it is also 
political. Examples abound. Take the 
feud between China and Japan over the 
Diaoyu and Senkaku islands  in the   East 
China Sea; the countries’ foreign affairs 
departments lobby Africans to back 
their respective ownership claims. They 
send masses of documents to African 
governments, media and academics, 
substantiating the authenticity of 

Both countries use development 
assistance and loans as tools for 
economic engagement.

their claims. Apart from the East 
Asian political raison d’être, then, 
international politics can be read into 
the China-Japan relationship.

Japan has long sought a permanent 
seat on the United Nations Security 
Council (UNSC), which China opposes. 
Japan, it is thought, might be forging 
ties with Africa to facilitate its entry 
into the UNSC, along with an African 
representative nation. Japan is also a 
strong ally of some Western powers, 
especially the United States, and its 
entry into Africa might be seen as an 
opportunity to gang up on China.

How should Africa respond to 
the competition? Professor Gilbert 
Khadiagala, head of international 
relations at South Africa’s University of 
the Witwatersrand, believes that Africa 
should not be sucked into the feud. 
“Africa should not engage in competitive 
games that pit China against Japan or 
vice versa; instead, it should engage both 
countries for mutual benefit,” he says. 

Pointing to the similarity of the 
China-Japan competition over Africa to 
the competition between Western and 
Eastern states for influence over the 
continent during the Cold War, he argues 
for cooperation between China and Japan 
in Africa. “The last thing Africa needs now 
is competitive processes a la the Cold 
War, which often tend to compromise 
development priorities. Africa, in fact, 
should, where necessary, be asking Japan 
and China to collaborate on joint projects, 
such as infrastructure.”    

Dr Yoon Jung Park, coordinator of 
the Chinese in Africa/Africans in China 
Research Network and adjunct professor 
in the African Studies Program at 
Georgetown University in the US, suggests 

African countries use the competition 
to their favour. She advocates greater 
African “agency”, arguing that Africans 
should determine what is good for them 
in the competition and develop plans 
accordingly. “Any competition amongst 
African suitors can potentially be very 
beneficial because it gives African nations 
greater options,” says Park. However, the 
continent will benefit from this approach 
“… only if the African Union, regional 
economic communities and individual 
countries are able to negotiate better 
deals for themselves”. 

She believes that “the Japanese, as 
part of the established economic players 
and more experienced international 
development donors, can potentially 
influence how China engages in Africa”. 
“For example, Japan has very strict 
environmental and labour criteria for 
its projects; this could push China to be 
more cognizant of these and other issues 
if they are competing in Africa with Japan 
and Western countries.” 

If China adopts Japan’s approach, it 
could go a long way towards improving 
that nation’s image on the continent. This 
would open up opportunities for political 
and economic ties between the two Asian 
nations and Africa’s countries, which 
could be beneficial for all.   

‘Africa should be asking Japan 
and China to collaborate on joint 
projects, such as infrastructure.’
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Naval state: China nets Africa’s coastline

China’s stakes in marine bases across Africa are unsettling the world’s major and 
minor powers, and could force the continent’s countries to take sides 

Gunboat diplomacy
Jonathan Katzenellenbogen

African countries may face harsh choices in what could become a 
new Cold War. Last year China began constructing a military base 
in Djibouti in the Horn of Africa. It is China’s first-ever military 

base outside the country and will give the Asian powerhouse a naval 
presence on a key oil route. A base in Djibouti would also offer China a 
useful staging point for possible interventions on the continent.

The United States (US), a number of other Western countries, Japan and 
Saudi Arabia already have bases in Djibouti. The US has a large facility on the 
island of Diego Garcia.  China is playing catch-up in the Indian Ocean, and 
this suggests that an arms race is brewing. According to IRIN News, India has 
a listening post in Madagascar to monitor shipping and communications, and 
has been allocated land for a naval base in Seychelles.

China’s naval focus is in the South China Sea, where fears over its extensive 
land reclamation and building projects have strained relations with other 
countries that have territorial claims in the area. This has made Malaysia, the 
Philippines, Taiwan and Vietnam nervous, and has become a source of tension 
between China and the US.

Naval state: China nets Africa’s coastline

China’s stakes in marine bases across Africa are unsettling the world’s major and 
minor powers, and could force the continent’s countries to take sides

Gunboat diplomacy
Jonathan Katzenellenbogen

Fishing boats docked at the port of Djibouti , 2006
© Kao Akana / Flickr

In 2014 the Chinese began dredging and pumping sea sediment to change 
seven rocks and features into artificial islands, which it then occupied. In the 
following year China started to construct ports, airstrips and buildings on the 
islands. A 2015 paper produced by the International Institute for Strategic 
Studies suggested that the land reclamation over the past three years is the 
culmination of a long-term plan that began modestly in the 1970s and is 
now bearing fruit. According to the report, “China’s gradualist approach 
and capacity to manage port construction and rehabilitation, and linked 
infrastructure projects, could emerge as the key element in its current power 
play in the Indian Ocean.” 

Upgraded African ports and infrastructure will ultimately yield economic 
development and growth for their host countries, but also, inevitably, a strong 
dose of political influence for China, as well as power projection into the 
Indian Ocean. 

China may also take a share of the Simon’s Town naval dockyard in South 
Africa. In September last year South Africa’s state-owned defence company, 
Denel, and Poly Technologies – part of China’s state-owned China Poly 
Group – signed a memorandum 
of understanding in which Poly 
Technologies would have a stake in 
the shipyard. There have been no 
public developments on the matter 
since the signing, but a Chinese stake 
in the dockyard would certainly annoy 
the US and other Western powers, 
and India.

China has invested particularly heavily in its navy and air force. In the 
1980s the navy focused on protecting the Chinese coastline. Today the Chinese 
navy is a blue water force with a formidable fleet of submarines, destroyers 
and corvettes – many equipped with sophisticated long-range missiles. In 
2012 China launched its first aircraft carrier, the Liaoning; a second is under 
construction and a third is planned. While Liaoning does not match any US 
carrier in terms of performance, it has been termed a “starter” carrier. 

China has a legitimate and substantial interest in Indian Ocean security. 
It is heavily reliant on Middle Eastern and, to a lesser extent, Angolan oil, 
which is transported across the Indian Ocean. Speaking in 1993, the year 
that formally marked the start of China’s offshore defence mission, Chinese 
President Xi Jinping spoke of China’s “Malacca dilemma”. More than 60% 
of the country’s oil imports pass through three choke points: the Malacca, 
Sunda, and Lombok Strait. 

Today, the Chinese navy is a blue 
water force, a formidable fleet 

equipped with sophisticated long-
range missiles.
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     African  ports of call 
Chinese
navy

All African
navies

Top 22 African naval
countries combined714

total naval strength
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coastal defence craft

mine warfare

1

48

32

26

68

138

4

0

32

0

9

17

466

36

✪Djibouti

Nacala

✪

Chinese companies are investing in harbours around Africa, including in 
Djibouti, Seychelles, Walvis Bay in Namibia, Lagos, São Tomé and Princípe off 
the coast of West Africa, Mombasa and Lamu in Kenya, Beira and Maputo in 
Mozambique and Cabinda in Angola, and are looking to invest in Simon’s Town, 
in South Africa.
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China’s need for a continuous supply of reasonably priced oil to ensure 
economic growth and hence political stability suggests that it needs a sizeable 
naval presence to protect this economic lifeline. But doing so will rub up against 
the existing powers in the Indian Ocean – the US and India.

Official sources often link China’s rise as a sea power and its historical links 
with the Indian Ocean to Admiral Zheng He’s fleet’s voyage to Africa during the 
Ming Dynasty in the early 15th century. Chinese officials cite Zheng He’s story 
to show that, unlike Western nations, China did not colonise; it only traded 
with African societies. 

But things change. As Thayer Mahan, the 19th century American admiral, 
famously pointed out; the ability to project naval power is crucial in building 
and maintaining empires. China’s 2015 defence white paper stressed the role 
of the seas and pointed to a greater blue water role for its navy. Official impetus 
has also come from one of Xi’s foremost initiatives; to build a New Silk Road, 
the maritime component of which passes through the Indian Ocean. 

India, a nuclear power and China’s main Asian rival, is concerned about its 
naval posture, including visits from Chinese submarines armed with ballistic 
missiles to Pakistani and Sri Lankan ports. The navies of the US and other 
Western powers are also worried by China’s intentions and ability to project 

Locals welcome the Chinese Navy destroyer Qingdao at the pier in Pearl Harbor
©  US Navy 

power at an increasing distance from its home shore. Asian tensions and those 
in the South China Sea are bound to spread into other oceans.

The more immediate issue is China’s search for ports. Chinese companies 
have poured investment into harbours around the world, including in Africa. 
Arrangements vary, but include port construction, management, ownership 
and shareholdings in container terminals. 

The Financial Times has identified what it describes as “dual use” ports, 
which China could upgrade from commercial to naval use. In Africa these ports 
are listed as Djibouti, Seychelles, Walvis Bay in Namibia, and the island of São 
Tomé and Príncipe, off the coast of West Africa. China has also invested in 
other African ports, including Beira and Maputo in Mozambique and Cabinda 
in Angola.

In what could be a model for other port projects in Africa, the Djibouti base 
will be linked to other infrastructure and commercial investments. China has 
invested heavily in Djibouti’s infrastructure and industry, and has built a 750 
km railway to Addis Ababa. According to an article last year in The Diplomat, 
Chinese authorities have been careful to downplay the military aspect of the 
base and have denied it would be used to project military power into Africa. 

Professor Renfrew Christie, former dean of research at the University of the 
Western Cape and a naval historian, believes there is an urgent need for India, 
African countries such as South Africa and Kenya, and Angola and Nigeria on 
the Atlantic, to try and balance Chinese naval power. The US policy “pivot” to 
Asia and the Pacific is leaving a gap that China will increasingly fill.

He points out that India will soon have a population larger than China’s, 
which could, in time, help it to rival Beijing in military terms. And if African 
economic growth surges, far larger navies might be a possibility. 

Africa’s response to China’s stake in ports and construction on the continent 
seems to be one of acceptance rather than to search for other deals. Defence 
analyst Helmoed Heitman suggests this could be due to “the agricultural 
mentality” or landward focus of many African governments. He does not 
exclude the possibility of governments being bought, and adds that should 
the Chinese take up a stake in Simon’s Town, South Africa could pay a heavy 
diplomatic cost; Simon’s Town would give China access to the country’s main 
naval base.

South Africa would find it hard to counter any political fallout from a deal 
that bears overtones of imperialism. It might also find itself siding with one 
BRICS partner, China, against another, India, and annoying one more, Russia. 
Meanwhile, the West could see this as a potentially hostile move.   
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South Africa: the development dream 

While South Africa is a developmental state on paper, it’s not keeping pace with 
Asian nations’ successes

SA lagging Asian Tigers
Wilson Johwa
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When Jacob Zuma assumed power in 2009 he promised to work on 
turning South Africa into a “developmental state”, a phrase that 
littered many of his speeches.

This came as the governing African National Congress (ANC) needed 
new ideas to deliver a democratic dividend to the black majority, which was 
vulnerable to the country’s unemployment crisis and income inequality. This 
inequality has since become the widest in the world alongside Brazil’s. 

Just two years before the ANC had made the pursuit of a developmental 
state official party policy, it had appeared set on following paths charted by 
the Asian Tigers, which had achieved rapid economic growth through export-
oriented economies propelled by market incentives, and a strong private sector.

The modern developmental state was pioneered by Japan’s recovery 
after the Second World War. It moved from a largely agrarian economy to 
an industrial one within a generation and attracted legions of admirers, and 
narratives that the country had achieved a miracle. The developmental state 
model is characterised by an activist state that moves to alter market incentives, 
reduce risks, present entrepreneurial visions and manage conflicts. 

South Africa was unique in declaring its intention to become a developmental 
state, rather than be defined so after the fact. The belief in a development state 
appeared to occupy Zuma’s mind, although he never actually explained it. This 
was not unusual; many others used the term loosely without accounting for its 
salient meaning or for the differences between successful developmental states. 

Being the consummate party man and a likeable team player – qualities 
that propelled him to the helm of the ANC and the presidency – Zuma stuck to 
the script as he sought to reassure his supporters in the party, especially those 
on the left, who had championed the vision of a developmental state. 

Although not completely unexpected, the ANC’s desire to build a 
developmental state came as something of a turnaround for a party that in 

South Africa: the development dream 

While South Africa is a developmental state on paper, it’s not keeping pace with 
Asian nations’ successes

SA lagging Asian Tigers
Wilson Johwa
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Is South Africa’s aim
to  become a ‘developmental 

state’ realistic?
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previous years had believed in nationalisation. Even then, it was also rather 
ironic for the left in the ANC to support a model whose orientation was capitalist. 

“ANC people had operated in an intellectual climate in which it was 
assumed that only strong state intervention would tackle the inequities created 
by apartheid,” says Prof. Steven Friedman, director of the Centre for the Study 
of Democracy at the University of Johannesburg.

But by the time the transition started, many of the options that the ANC elite 
had admired elsewhere – in Africa and in Cuba, for example – were no longer 
viable. “The developmental state presented itself as an option which would 
allow it to rely on an active state role but could not be accused of denying the 
realities of the market,” Friedman says.

Although used loosely to mean 
different things to different people, 
the term “developmental state’’ is 
usually reserved for the historic 
experiences of the East Asian Tigers, 
says Anthony Butler, a professor 
of public policy at the University of 
Cape Town.

From Thailand to Indonesia and 
Malaysia, the Japanese experience was widely copied. It was particularly 
successful for the five East Asian Tigers: Japan, South Korea, Taiwan, Hong 
Kong and Singapore. 

It is hardly surprising that the developmental state model found takers in 
South Africa, though it has its share of critics, such as the main opposition 
party, the Democratic Alliance. The model is largely frowned upon for “picking 
of winners” – a term used to describe a practice that often masks the cronyism 
and corruption involved in the support given to some firms, often at expense 
of others.

No doubt, in appropriating the policy, the ANC had sought to move with the 
times by paying attention to the success of a model that some even credited for 
China’s recent spectacular rise as an economic power. Developmental states 
are not, however, normally associated with the term “state capitalism”. “State-
led or state-driven development is a much wider term that encompasses many 
developmental experiences around the world,” says Butler.

One other ironic twist is that the ANC’s push for a developmental state 
follows a period of state-led growth prior to the advent of democracy, which 
spawned a range of development agencies, research institutes and state-
owned enterprises. Many of these, such as the Johannesburg Stock Exchange-
listed Sasol, now a world leader in petrochemicals, still exist and are highly 

The term ‘developmental state’ 
is usually reserved for the historic 
experiences of the East Asian 
Tigers. 

prized. Some observers have described South Africa as having been more of a 
developmental state during apartheid than it has been since 1994.  

While the East Asia developmental state has been described as a “catch-
up” model, researchers have been quick to recognise that the model is not 
easily replicable. For their economic 
transformation, the Asian Tigers 
benefited from unique circumstances. 
Having barely any natural resources, 
they faced an external threat from 
powerful neighbours in an uncertain 
Cold War climate. Lacking natural 
resources may have helped them avoid the “resource curse” common among 
many oil producers. Taiwan’s founders, for example, felt vulnerable after 
having fled from Mainland China, while the Singaporeans felt the same 
following their expulsion from Malaysia. For Hong Kong it was the fear of 
communism. Other unique factors included access to American technology 
and markets in the pre-World Trade Organisation era. 

It also helped that the five Asian states were fairly egalitarian societies 
without a large landowner class. This was in part thanks to Japanese 
colonialism, which had dismantled the landowner class particularly in Korea. 
This allowed the state to impose its will on citizens with little resistance. As the 
main actor the state was able to create an environment in which the business 
sector had little choice but to accept state-led incentives and conditions if it 
wanted to grow and prosper.

All these conditions hardly apply to South Africa or 
any other country in the world. 

Developmental states are not 
normally associated with the term 

‘state capitalism’. 

South African President Jacob Zuma before the State of the Nation address, 2017  © GCIS
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Butler notes that classical developmental states were authoritarian. They 
all stole surpluses from rural areas, crushed trade unions, and did not run 
big social development budgets. Where they spent money, on education for 
instance, they insisted on strong outcomes.

Where the developmental state model succeeded, it was buttressed by 
several identifiable pre-conditions: 

• Economic growth and competitiveness were the state’s overriding  
 priority.

• Education systems and labour markets were geared towards growth.
• Bureaucracy was driven by excellence and insulated from political  

 interference.
• Embedded autonomy allowed the state to lead development without  

 being captured by vested or sectional interests, in spite of the close  
 relationship between the state, labour and capital.

• Selective industrial policies were coordinated by a pilot agency.
• The state was able to “discipline” capital. 
Alice Amsden, a developmental economist, argued (before her death in 

2012) that in East Asia, beginning with Japan, subsidies were dispersed on 
the principle of reciprocity, rather than in a free-for-all. They were disbursed 

in exchange for concrete performance standards 
with respect to output, exports and eventually 
research and development.

On all these conditions and circumstances 
South Africa falls short. “Trouble is that the 

ANC seems to confuse the wish 
to be a developmental state 
with the reality,” says Prof. 
Roger Southall, a sociologist 

at the University of the 
Witwatersrand. 

“You don’t 
become a 
develop-
mental 
state just 

by saying 
you want to 

be one.”

South Africa is burdened with a wide range of priorities, including welfare 
and giving dignity to the previously disadvantaged – often a euphemism for 
empowering the black elite. “South Africa is a democracy and it is also a post-
apartheid state requiring transformation,” says Butler. “This means there are 
lots of competing priorities to long-range productive investment.”

Friedman agrees; “The key to the 
East Asian developmental state was to 
prioritise long-term investment at the 
expense of current consumption. This 
is almost impossible in a democracy 
like South Africa, where the pressures 
for current consumption are huge.” 

South Africa also scores poorly in educational outcomes, especially in 
maths and science. Excellence in these sciences was one factor that allowed 
the Asian Tigers to transition from entry-level industrialisation in clothing 
and textiles, towards manufacturing higher-level industrial products destined 
for the export market. 

In South Africa, the high school dropout rate has resulted in too many 
school leavers being in neither a training institution nor in a job, even 
though education accounts for the biggest share of government spending. 
“The education system is dysfunctional at the bottom and elitist at the top,” 
Southall observes.

When it comes to the labour market, South Africa appears unable to make 
the trade-off between short-term job creation and laying the foundation for 
sustainable growth and higher job creation in the future. The situation is 
complex, Southall says, with the labour market now “subject to global forces of 
informalisation and casualisation”. 

While the excellence of government services in countries like Singapore 
is well known, South Africa is far from this, not least because it still cannot 
make the bureaucracy an employer of choice, attracting the best brains and 
management skills. The civil service is encumbered by the ANC’s “deployment” 
policy, allowing the secondment of party loyalists. It is also dogged by regular 
corruption scandals. 

East Asian developmental states have perfected the ability of the state and 
the private sector to work together towards a common goal without either party 
being captured by the other. But in South Africa this is not happening because 
large conglomerates are squeezing out small business in a relatively small 
market, which is part of the reason black capital feels excluded, Southall says. 

Friedman notes that in contrast to the East Asian developmental 
states, business and government in South Africa do not share common Education in South Africa is proving to be a governance challenge  © Wikimedia Commons

South Africa’s civil service is 
encumbered by the ANC’s 

‘deployment’ policy.
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understandings: a history of racial division means that they come from very 
different backgrounds and levels of trust between them are low. “Also, the 
importance of labour here means that a government-business relationship is 
not enough to ensure development,” he says.

South Africa has something close to the opposite of the embedded autonomy 
associated with the Asian Tigers, says Butler. “There is deep division between 
business as a whole and the state as a whole, as a result of the historic exclusion 
of black South Africans from the formal economy. At the same time, there are 
political channels between specific ‘empowered’ businesspeople and state 
officials as a result of the politicisation of the black economic empowerment 
partnerships and party finance relationships.” 

A key factor in East Asian developmental states’ success was the pursuit 
of selective industrial policies coordinated by a single government agency. 
This protected the national interest from factional and regional ambitions. In 
Japan this was done through the ministry of international trade and industry, 
which was also the pioneer and flagship of East Asian developmental states. In 
addition, the Asian Tigers were also able to “discipline” business by ensuring 
that those that received incentives were held to account and expected to meet 
agreed performance targets, or face penalties such as being allowed to fail.

Again South Africa does not measure well on these principles. There is no 
recognisable pilot agency to coordinate investment. South Africa’s selective 
industrial policy is limited, with the heavily supported automotive sector 
being the flagship programme under the department of trade and industry. 
Butler says while fast growth based on export-led industrialisation is no longer 
possible because the international environment has changed dramatically, it 

still needs to be encouraged to the 
extent that it can be.

South Africa’s ability to discipline 
capital is also very limited because 
big business is mobile. The biggest 
players have secured listings overseas 
and are increasingly investing in other 
countries. The country’s racial legacy 

also still plays a prominent role in sectoral relations, as Friedman has observed. 
“Businesses are often prepared to accept high levels of regulation from 

government, but only if they share common cultural understandings,” 
Friedman says. This is not the case in South Africa. “Discipline” of this kind 
might be possible through competition policy, which would allow oligopolies 
to be aggressively policed and broken up. But competition policy could be open 
for abuse, says Butler.

A key factor in East Asian 
developmental states’ success 
was industrial policies coordinated 
by a single government agency.

For all Zuma’s vagueness on the form of the developmental state he had 
sought to build, he has been credited with shepherding the crafting of the 
National Development Plan (NDP), which his cabinet approved in 2010. Many 
had hoped that the plan could act as a catalyst that would facilitate the process 
of bringing the state, business and labour together in a partnership that would 
morph into the promised developmental state. This has not happened. 

The plan did not find support among the allies on the left in the ANC who 
supported Zuma’s rise to power, and is now in limbo. Instead, Zuma –who has 
been weakened by a series of scandals 
relating to his own conduct as 
president – is now talking of “radical 
economic transformation”, which 
seems to prioritise land reform.

Friedman says the NDP could 
still become a catalyst for a common 
national destiny if it is understood 
not as a blueprint but as a basis for 
negotiation. “Contrary to widespread belief, the NDP is less a programme 
than a set of suggestions, some of which contradict each other, which must be 
negotiated between the economic actors if they are to trigger changes in the 
country’s development path,” he says. 

It will take more than lip service to make South Africa a developmental 
state, and as Zuma is due to be replaced as ANC leader in December without 
having delivered on his promise, this task will fall to his successor – if the ANC 
still has the appetite for such a state.   

The NDP has not brought the 
state, business and labour 

together in a partnership towards 
a developmental state. 
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Australia: risk-averse giants make way for small fry

The big players in Australia’s mining sector have grown wary of Africa’s regulatory 
requirements, but smaller miners still take chances on the continent 

Gung-ho diggers quitting 
Africa in droves
Jade Davenport

Australian gold mining at Kalgoorlie Super Pit  © Brian Voon Yee Yap / Wikimedia Commons

Seen from an investment 
perspective, the pattern of 
engagement between Australia 

and sub-Saharan Africa has largely 
been dictated by the mining and mining 
services sectors, and, more specifically, 
the commodity cycle. This should come 
as little surprise given the Australian 
economy’s historic and current heavy 

reliance on the extractives industry and 
the sheer magnitude of sub-Saharan 
Africa’s untapped mineral wealth, 
estimated to account for 30% of the 
world’s mineral reserves. 

Because mining is so heavily dictated 
by the commodity supercycle though, 
the pattern of Australia’s engagement 
with Africa has, inevitably, resembled 

By 2010, 230 companies were 
pursuing 650 projects across 42 

African countries.

a rollercoaster. The steady upward 
trajectory of investment and development 
aid from Australia into sub-Saharan 
Africa between 2005 and 2013 was 
followed by a drastic and near-continuous 
plunge in line after the commodity price 
bubble burst at the end of 2012. 

At the start of the new millennium 
Australia’s engagement with the 
continent was at the bare minimum: 
trade and investment relations were 
negligible, and only 2% of the country’s 
entire official development aid budget 
was directed to sub-Saharan Africa. But 
in the early 2000s two factors combined 
to transform Australia’s attitude to 
financial participation on the continent. 

The first of these was the mining 
boom, the like of which had not been 
experienced since the late 19th century. 
It began around 2003, when prices for 
metals and minerals, which had been 
depressed for more than a decade, 
began to rise substantially on the back 
of an almost insatiable demand for raw 
commodities from industrially ambitious 
Asian countries. The phenomenal increase 
in commodity prices inevitably led to a 
surge in exploration activity and mining 
production across the globe, with juniors 
and majors alike hoping to cash in on 
increased output and new discoveries.

Australia was already well explored 
and much of its mining industry was 
in a mature stage of development. 
Australian miners and investors believed 
that the only way to take full advantage 
of the commodity upswing would be to 
pursue exploration and development 
projects overseas. Africa was, and 
remains, the most under-explored 
mineral jurisdiction in the world, and 
Australian companies joined their 

Canadian, British, Chinese and South 
African junior counterparts in the new 
“Scramble for Africa”.

From then Australia’s investment 
in sub-Saharan Africa’s mining sector 
grew significantly – until the peak of 
the commodity boom at the end of 2012. 
While only 80 companies had interests, 
either as explorers or producers, in 
southern Africa in 2006, by the end of 
the decade 230 companies were pursuing 
650 projects across 42 African countries. 
By the beginning of 2013 the number of 
projects had mushroomed to over 1,100 
at a value of more than $50 billion. It 
was a significant investment into sub-
Saharan Africa: the region accounted for 
more than a third of Australia’s entire 
offshore mining investment of $143 
billion for that year.

During this period Australian 
Securities Exchange (ASX)-listed 
companies contributed substantially to 
the growth of Africa’s mining sector. The 
in-ground value of the discoveries made 
by ASX-listed companies between 2008 
and 2013 – the period with the highest 
Australian-driven prospecting activity – 
amounted to $687 billion, according to 
research undertaken by SNL Financial 
in 2014. The high rate of Australian-
financed exploration across the continent 
resulted in the commissioning of some 
60 mining operations, including 15 in 
the coal sector, 11 in platinum group 
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Australia’s growth in investment 
was mirrored by a substantial 
increase in development funding.

metals, nine in gold, six in diamonds, 
and five in uranium.

The growth in investment and the 
cementing of Australian capital into 
Africa’s mineral-rich rock was mirrored 
by a substantial increase in development 

aid funding to the continent over the 
same period. Australia spent only                   
$82,5 million on development aid in 
Africa between 2005 and 2006, but by 
the end of the decade that figure had 
more than doubled to $200,9 million. 

By 2013/14 the aid budget to Africa had 
increased to more than $350 million. 

At the peak of that budget 
expenditure, a statement from 
Australia’s International Development 
Assistance Programme said it was in 
the country’s interests to help to ensure 
good governance and peace and stability 
on the continent, as well as facilitate 
better infrastructure and skills through 
development aid funding. “Australia 
has significant political and economic 
interests in the stability, security and 
prosperity of Africa. Australia’s trade 
has grown steadily over recent years 
and is served by greater peace and 
stability in the region. High rates of 
economic growth in Africa are creating 
opportunities for Australian businesses, 
especially in the mining sector.”

ASX-listed mining companies operating in Africa
© International Mining for Development Centre 

The slump in commodity prices 
since 2013 has resulted in a 

decline in Australian investment 
and interests on the continent.

However, mining is cyclical and the 
commodity boom could not continue 
indefinitely. The bubble burst at the end 
of 2012 following a marked decline in the 
demand for minerals and metals from a 
highly saturated Asian market. Demand 
for commodities has remained relatively 
depressed over the past four years, with 
a consequent drastic slump in market 
prices to almost pre-mining boom levels. 

The sustained slump in commodity 
prices has resulted in a substantial decline 
in Australian investment and interests 
on the continent. In fact, according to 
Nicki Ivory, Western Australian mining 
leader for Deloitte, the number of 
Australian projects almost halved from 
the 2013 peak to just 590 in 2016, with 
the most drastic cut experienced in the 
field of greenfield exploration. This has 
resulted in huge write-offs and a fall in 
total foreign direct investment into sub-
Saharan Africa from over $50 billion to 
just $30 billion last year. 

At the same time Australia cut 
its official development aid to Africa 
by more than 70%, with the 2016/17 
budget earmarking just $89,5 million 
for the continent. Andrew Dinning, 
board member on the Australia-Africa 
Minerals and Energy Group, insists that 
the increase in aid up until 2013 had 
little to do with the country’s economic 
interests but was undertaken in the hope 
that Australia would secure a seat on the 
United Nations (UN) Security Council. 
(By increasing aid, it was believed that 
Australia could “buy” the votes of key 
African nations in the UN election.) The 
decline also coincided with a change 
in the Australian government in 2013, 
with the new administration becoming 
increasingly insular in its policies. 

While the debilitating decline 
in commodity prices and investors’ 
subsequent waning interest in funding 
mining projects has been the principal 
factor in the decrease in Australian 
investment on the continent, it is certainly 
not the only one. 

Australian mining companies were 
rather gung-ho in their approach 
to African exploration and project 
development in the boom period, but 
they have become considerably more 
risk-averse in recent years. 

The major mining houses have 
adopted a particularly risk-averse 
sentiment, with some opting to divest 
from their African interests over the 
past few years, says Ivory. The juniors 
still have some appetite for risk, because 
their activities are largely dictated by 
the sentiments of increasingly savvy 
investors, but they have become more 
discerning regarding the commodities 
and individual African jurisdictions in 
which they invest. 

That growing caution over political 
and economic risk has been compounded 
by increased legislative uncertainty in 
many of the major mining jurisdictions 
across the continent. The lack of solid 
legislative frameworks, ever-changing 
mining codes and unfavourable tax 
regimes have made doing business in 
certain countries difficult for mining 
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companies and frustrated investors who 
have little tolerance for uncertainty. 

This is most evident in South 
Africa, where ASX-listed companies 
are involved in more than 130 projects. 
The country’s regulatory administration 
has been mired in uncertainty for well 
over two years with continuous stalling 
of the promulgation of a minerals 
governing act. According to Dinning 
these challenges have been compounded, 
across the continent, by ubiquitous 
bureaucratic red tape, corruption, and 
ever-moving goal posts. 

Latin America is becoming an 
increasingly attractive investment 
destination for explorers and producers, 
says Ivory. The continent has a well-
established mining sector, which 
presents opportunities for the Australian 
mining equipment, technology and 
services sector. It also has an appealing 
untapped resource base. These factors 
make it ideal for the risk-taking 
Australian juniors. 

While the improvement in commodity 
prices over recent months tentatively 
points to a recovery of the African mining 
sector, Ivory believes that Australian 
investment and participation on the 
continent will never return to the 2013 
level. “However, I think the commitment 
is there because of the massive resource 
prospectivity of the continent, which 
combines well with the entrepreneurial 
and risk-taking nature of many Australian 

miners and the equity investors who fund 
them,” says Ivory. 

Australian Securities Exchange-
listed firms still dominate foreign direct 
investment into the African mining space 
and will continue to do so over the short 
to medium term. 

In the future, gold, which already 
accounts for some 40% of project 
activity on the continent, will continue 
to dominate the attention of Australian 
explorers and producers alike. Sub-
Saharan Africa is well endowed with the 
precious metal, while small operations 
can be relatively cheap – between $150 
and $200 million – to establish. In 
addition the product is far easier to 
move than bulk materials, which require 
substantial infrastructure. 

The sentiment towards gold as a 
safe haven commodity in an uncertain 
world remains strong. Other favourable 
prospects in Africa include metals – 
particularly graphite, used in batteries 
– for which there has been a surge in 
demand and consequent increased 
investor appetite.   Gold will continue to dominate the 

attention of Australian explorers 
and producers alike.
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India: pragmatic policies

East and Southern Africa’s sizeable Indian diaspora population won’t necessarily 
cement the country’s ties with the continent, but careful diplomacy might

Modi courts Africa’s 
markets
Sanusha Naidu

In July 2016 Indian Prime Minister Narendra Modi made his first official 
visit to Africa. The visit was seen as a follow-up to the Third India-Africa 
Forum Summit (IAFS) in New Delhi in 2015. The IAFS had been identified 

as a significant platform for the Indian leader to strengthen India’s ties with 
the continent. 

Modi’s itinerary focused on four countries in the Eastern and Southern African 
regions: Kenya, Mozambique, 

Tanzania and South Africa. 
Each of these regions has a 

significant Indian diaspora 
population, with South 

Africa home to most of the 
continent’s South Asians. 

Labelled “Modi’s 
African Safari”, the 
visit was described as a 
defining moment in India’s 
Africa policy. It is seen as 
cementing India’s footprint 
in the East and Southern 

African regions and as 
signifying a new “Strategic 

Partnership in the 21st 
Century” between India 

and Africa. 

India: pragmatic policies

East and Southern Africa’s sizeable Indian diaspora won’t necessarily cement the 
country’s ties with the continent, but careful diplomacy might

Modi courts Africa’s 
markets
Sanusha Naidu
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Indian prime minister Narendra Modi  © www,pmindia.gov
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School of Economics, argues that “the political imprint is what has been missing 
or at least neglected in the engagement so far … the driving force of Indian 
business in defining the relationship has meant that political considerations have 
been less prominent, as witnessed by 
the various conclaves held on India-
Africa relations”.

Modi has consciously intertwined 
India’s commercial interests through 
the “Make In India” framework – a 
Modi government flagship programme 
aimed at transforming India into a 
global design and manufacturing hub. Diplomacy on the sub-continent, and 
in the Asian region and beyond are also important in the policy, Alden says, 
adding that the Indian diaspora has also been important in extending India’s 
influence in Africa. 

But Africa’s real positioning in Modi’s geo-economic charm offensive remains 
a static arena when it comes to New Delhi’s global hierarchy of interests.

No formal policy paper defines India’s political and economic orientation in 
Africa. What is clear is that Modi’s geo-economic orientation on India’s foreign 
policy provides some impetus for embedding a more expansive economic 
diplomacy in New Delhi’s foreign policy engagements. Africa is no exception 
to this approach.

Modi’s African safari 
represented a degree of 
geo-strategic overlap 
with China’s footprint 
in the region. He also 
visited Mauritius 
and Seychelles, 
signalling India’s aim 
to counteract China’s 
largesse in the Indian 
Ocean Rim. Beijing’s 
extension into the Horn 
of Africa through the 
One Belt One Road 
development policy, 
launched in 2013, is 
also motivating Modi’s 
glad-handing. 

More carefully considered, it shows a possible alignment of Modi’s foreign 
policy with India’s geo-economic interests.

Modi’s Africa tour had been greeted with predictable hype, as well as 
questions concerning its likely outcomes. The pertinent policy question is 

whether Modi’s charm offensive has 
successfully defined an Africa policy 
for New Delhi. 

It would seem that India’s 
approach to its relations with Africa 
is to identify “anchor” states or 
“gateway” countries through which it 
might advance its regional economic 

and commercial interests. Modi’s visits to Mozambique, Kenya, South Africa 
and Tanzania can be seen in this light. 

India also has a close historical affinity with South Africa. During Modi’s 
visit to South Africa he paid respect to Mahatma Gandhi, whose career began 
in South Africa, and interacted with members of the Indian diaspora. India 
and South Africa also consider themselves to be natural allies. Each has fought 
for independence from minority domination, pursues non-alignment and 
advocates a just, equitable, and inclusive global system that reflects current 
structures of political and economic power. 

Both countries are seen to be like-minded partners in BRICS and in the 
India-Brazil-South Africa forum – though there have been tensions of late 

given South Africa’s 
ambivalence in 
supporting India’s 
entry to the Nuclear 
Supplier Group. The 
group seeks to limit 
the proliferation of 
weaponised nuclear 
technology.

On whether Modi’s 
visit result in a more 
entrenched Africa 
focus in India’s foreign 
policy agenda, Chris 
Alden, a professor of 
international relations 
based at the London 

India’s approach is to identify 
‘gateway’ countries to advance 
its regional economic and 
commercial interests.

No formal policy defines India’s 
political and economic orientation 

in Africa. 

Indian prime minister Narendra Modi pays homage to Matama Ghandi
at Constitutional Hill, Johannesburg  © Wikimedia Commons

President Jacob Zuma of South Africa and Prime Minister Narendra Modi of 
India  © GovernmentZA



Modi courts Africa’s markets Modi courts Africa’s markets

AFRICA IN FACT  | ISSUE 4164 65April - June 2017

reinvigorated and further aligned with the development priorities of countries 
in Africa, more specifically, Agenda 2063 of the Africa Union (AU), and the 
broader 2030 Agenda for Sustainable Development adopted by the UN General 
Assembly, with a specific emphasis on financing for development,” says Renu 
Modi, a senior lecturer and former director of the Centre for African Studies 
based at the University of Mumbai.

At the October 2015 IAFS India sidestepped the Banjul Formula, which 
limits its interactions with African nations, and made a concerted effort to 
include all the continent’s countries. This signals a new trajectory in India’s 
Africa focus, and differs from the previous Indian National Congress-led 
government. The more expansive approach to IAFS indicates that Modi does 
not want to take a cautious approach to New Delhi’s Africa Policy. 

Modi wants to be able to draw on a wider set of engagements that will bring 
credibility to India’s political, economic and social engagements, so the Asian 
country is seen as a pragmatic partner in Africa’s development agenda. In 
some quarters this is viewed as an attempt to gain leverage, with support from 
the African bloc in the United Nations (UN), to secure a permanent seat on a 
reformed UN Security Council. Others say that Modi’s African engagements 
are also a way to disrupt China’s hold on the continent. 

Regardless, India must understand that the African landscape is not easy 
terrain to traverse, given the complexities of the geo-strategic interests that 
underlie continental politics; African governments could seek to play one 
Asian giant against the other. India would do well to be aware that a one-size-
fits-all approach to its Africa policy might not be appropriate. 

A more pertinent approach would be to identify and engage with African 
Regional Economic Communities (RECs), given that the RECs aim to provide 
an enabling environment for trade, investment and development cooperation. 
The RECs serve as a foundation for continental frameworks such as Agenda 
2030 and Agenda 2063. India could expand on its “gateway countries” policy 
by identifying regional policy programmes. This could then feed into a broader 
continental strategy for India’s focus on Africa. Whether Modi’s charm 
offensive has begun to push for a more pragmatic engagement with Africa can 
only be determined at the next IAFS, in 2020.   

The maths is simple: India wants to extend its influence in the Indian Ocean 
Rim. An emboldened China is operating in the region, which India considers 
within its own sphere of influence. 

“The Chinese footprint in Africa, when coupled [with] the less publicised 
pressures to Indian interests on its borders and on the sub-continent, may 
refocus the sharp eye of geopolitics on Africa and, through that, bring about a 
more conscious melding of political and economic interests,” Alden suggests. 

This may take some time to materialise, given that India’s trade and 
investment profile with the continent is still negligible in comparison with 
China’s economic engagement. Statistics from the China-Africa Research 

Initiative at Johns Hopkins School of 
Advanced International Studies show 
that Africa’s trade with China dwarfs 
that with India. But New Delhi could 
choose to remain quietly in Beijing’s 
shadow, while using a “behind the 
scenes” approach to entrench its 

influence across Africa. It does appear that under Modi India is positioned 
to become an aggressive economic actor by pursuing an assertive economic 
diplomacy strategy.

So what does this mean for the future of India-Africa relations? It seems 
that even though Modi’s visit to the four African countries appeared to be 
last on his agenda, there have been attempts to make the engagement more 
pragmatic. “Under the Modi government, India-Africa relations have been 

Modi wants to bring credibility to 
India’s political, economic and 
social engagements.

Source: Indian Ministry of Commerce and Industry / KBK Infographics
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North Korea may be 
considered a pariah country 
by the rest of the world, but 
remains widely supported in 

Africa.

Strange 
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bedfellows

A North Korean firm was involved in the construction of Zimbabwe’s Heroes’ Acre, pictured here
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North Korea: The enemy of my enemy

Liberation struggle ties bind Africa to North Korea, and despite UN sanctions, 
the nation enjoys a reciprocal market for materiel, and more, on the continent

Backing a rogue state
Owen Gagare

The mere mention of the Democratic People’s Republic of Korea (more 
commonly referred to as North Korea) reminds most Zimbabweans of a 
dark era: the Gukurahundi massacres, concentrated in the Matabeleland 

and Midlands regions of Zimbabwe, in the early 1980s.  Some 20 000 people, 
mostly civilians, were killed, while many others were maimed or displaced. 

The killings had been carried out by the Zimbabwe National Army’s Fifth 
Brigade, which had been trained by military experts from the Asian nation. 

The state-sponsored military operation had targeted former Zimbabwe 
African People’s Union (ZAPU) leader Joshua Nkomo’s supporters. President 
Robert Mugabe’s government accused some of those supporters, soldiers 
themselves, of deserting the army to destabilise the country. The killings 
stopped in 1987 after Mugabe and Nkomo signed a unity accord, which merged 
Mugabe’s Zimbabwe 
African National Union-
Patriotic Front and ZAPU.

The North-South Korean border post, 2011 © Michael Day / Flickr

Three decades have passed since the massacres, but Gukurahundi still 
stirs passions. Mugabe’s government has kept a tight lid on what happened 
during the operation but civil society, pressure groups, victims and ordinary 
Zimbabweans continue to demand justice.

Dumisani Nkomo, a social commentator and Joshua Nkomo’s nephew, says 
memories of the massacres have left open wounds, as there has been no closure 
for the victims or their families. “The Holocaust happened over 70 years ago, but 
still people are arrested [following on] the Nuremburg trials. Many who were 
not directly affected are still talking about it,” he said. 

But because of its role in 
the liberation struggle, some 
Zimbabweans, like many other 
Africans, have a soft spot for the 
Asian nation, which they see as 
having contributed to the fight 
against colonialism. 

Along with training members of 
the Fifth Brigade, North Korea instructors also trained many freedom fighters 
from the Zimbabwe African National Union’s armed wing – the Zimbabwe 
African National Liberation Army (ZANLA) – during the liberation struggle. 
They also trained other liberation armies across the continent, and assisted 
ZANLA with weapons.

Currently many African countries enjoy trade and bilateral relations 
with the country, although North Korea is widely regarded as a rogue and 
authoritarian state and is under United Nations (UN) sanctions. North 
Korea has also been providing military assistance and hardware to some 
African countries despite UN Resolution 1718 of 2006, which cemented into 
international law the condemnation of Pyongyang’s 
nuclear and missile programmes. 

The resolution barred UN member states from 
dealing with North Korea with respect to major 
weapons systems, missiles, and nuclear and 
other related activities and goods. Subsequent 
resolutions – notably 1874 of 2009, 2087 of 
2013, 2094 of 2013, and 2270 of 2016 – 
tightened the sanctions by barring all trade 
in arms with North Korea. The UN forbids 
member states from receiving police, 
paramilitary or special forces training from 
North Korea. 

Many African countries enjoy 
trade and bilateral relations 

with North Korea despite UN 
sanctions.

    North Korean leader Kim Jong-un   
     © GGA
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Resolution 2270 restricted trade activities with North 
Korea, but failed to stop trade between that 
country and other countries in Africa.

A 2016 research report by the Institute 
of Security Studies (ISS): “Cooperation 
between African States and the 
Democratic People’s Republic 
of Korea”, reveals that some African 
countries actually stepped up 
trade with North Korea after the 
introduction of Resolution 1718 of 
2006. 

 “An analysis of data released under the 
Harmonised System (HS), developed by the World 
Customs Organization (WCO), related to trade activities 
between African states and North Korea shows an increase since the adoption 
of UN Security Council Resolution 1718 in 2006,” reads the report.

“From 2007 to 2015 the value of trade activities between African states 
and North Korea amounted to an average $216,5 million per year, against an 
average of $90 million per year from 1998 to 2006. A peak was observed in 
2010, with the total trade value between African states and North Korea rising 
to $627 million.”

Trade between Africa and North Korea has however slowed over the last 
few years, according to the report. Between 2011 and 2015 the value of trade 
averaged $118 million against $337 million from 2007 to 2010. 

A report by a UN panel dated 22 February 2016 indicates that some 
African countries have been trading in arms with North Korea despite the UN 
resolutions. The report states that in 2013 a shipment of Scud missile spare 
parts to Egypt was intercepted.

It further reveals that a North Korean company, Korea Mining Development 
Trading Corporation (KOMID), which is listed by the UN, could have conducted 
business in Namibia until 2015. The panel suspects that KOMID did business 
through an alias, Mansudae.

Namibian authorities, according to the report, told the panel that the 
country had contracts with North Korea concerning arms and related materiel 
before 2005. Namibia also confirmed that it had received training and 
technical assistance relating to arms, but stated that the North Korea experts 
had returned to their country in view of the sanctions.

The UN panel was however convinced that Namibia had violated UN 
resolutions, despite its denial. “Satellite imagery shows that construction 

at the military base at Leopard Valley was continuing in September 2014. 
The Mansudae company brochure also advertised the 2010 contract with 
the ministry of defence for the construction of facilities at Leopard Valley,” 
according to the report.

“The Panel confirmed that, as at August 2015, workers from the Democratic 
People’s Republic of Korea were undertaking construction activities at another 
military base in Suider Hof … The construction of any munitions factory or 
related military facilities is considered to be services or assistance relating to 
the provision, manufacture or maintenance of arms and related materiel and 
therefore prohibited under the resolutions.”

The panel also reported that some spare parts and equipment for submarines 
and military boats, which originated from North Korea, were shipped to Angola 
in 2011. According to the report North 
Korea continues to provide technical 
training and assistance to a number 
of African countries, in violation of 
the resolutions, by exploiting its long-
standing military relationships.

“These prohibited activities are 
conducted for financial reasons but 
are also consistent with the country’s 
overall diplomatic and international outreach,” said the UN. 

The report lists Uganda as a beneficiary, and the Ugandan authorities 
“confirmed that 45 nationals of the Democratic People’s Republic of Korea, 
including 19 security instructors for the paramilitary police, had provided such 
training and that it was continuing as at December 2015”. The panel concluded 
that the training violated Paragraph 9 of Resolution 1874 (2009).

 Other countries said to have received training and leadership-protection 
courses include Benin, the Democratic Republic of the Congo, Egypt, 
Mozambique, Namibia, Nigeria, Libya, Seychelles, Uganda and Zimbabwe. 
Political and security sector analysts believe relations between Africa and 
North Korea have continued to flourish because of the bond created during the 
liberation struggle. 

“The relations have to be cast in the 1950s, three-year Korean War that ended 
in July 1953, versus the historical memories of the second World War (1939-
45), when Korea was invaded and on the point of balkanisation and ended 
up divided between North and South over the 38th parallel. Emerging from 
this tense period, North Korea needed diplomatic allies against the perceived 
attempts at invasion  – a factor that has since influenced its development of the 
nuclear weapon as a deterrent,” says Dr Martin Rupiya, African Public Policy & 

Relations between Africa and 
North Korea flourish because 

of the bond created during the 
liberation struggle.
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Research Institute executive director, and a visiting fellow at the Institute for 
African Renaissance Studies at the University of South Africa.

“[North Korea] later established relations with [the] Third World and a 
decolonising Africa during the 1960s-70s period. Each of these was a potential 
vote on the international struggle taking place within the UN, and in which 
Russia and China still had to become established.

“A poor North Korea has always facilitated, in a modest way based on its Juche 
[“self-reliance”] ideology, relations with a handful of African states by offering 
military, aviation and naval equipment and training, including operating 
major weapons systems such as artillery and aviation, and significantly, large 
museums and memorials such as Heroes’ Acre,” he told Africa in Fact.

Rupiya adds that authoritarian nations may find it convenient to trade 
in arms with North Korea because this allows them to acquire weapons to 
“suppress perceived competitors without serious questions raised from the 
materiel supply nation”.

Consultant Nicolas Kasprzyk, who co-authored the ISS study, agrees that 
the relationship between North Korea and many African nations is rooted in 
the liberation struggle.

“This productive relationship may be due to the historical links forged 
during the Cold War, when North Korea’s military trained and assisted 
African states in the struggles for independence from colonialism. Today, this 

relationship continues albeit in 
new forms, mainly commercial,” 
said Kasprzyk in a statement 
accompanying the report.

Researchers at the ISS believe 
North Korea is likely to continue 
engaging with Africa as a priority, 
because African nations represent 
a quarter of the UN membership 

and are thus an important part of the Non-Aligned Movement. 
“The high number of conflict/post-conflict situations on the continent 

[also] makes it a market for security services (including specialised teaching 
and training), which [North Korea] is willing to provide,” concludes the report.

The report further states that many African nations “have had negative 
experiences with sanctions regimes themselves and may be disillusioned with 
the idea of imposing such regimes on North Korea”.

The report concludes that, other than for diplomatic reasons “African states 
will remain a target for North Korea for hard currency and to enhance its 
ballistic missile and nuclear weapons programmes in various ways”.   

Today, this relationship between 
North Korea and many African 
nations continues in new forms, 
mainly commercial.
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Minerals: rich pickings

While other countries’ attitudes towards Africa waver, China is seizing the 
opportunity to snap up the continent’s mining assets  

Mining money
François Misser 

On 17 January this year, any remaining uncertainty over one of the 
largest transactions in the mining monopoly in the Democratic 
Republic of the Congo (DRC) dissipated. The Congolese government 

dropped its objections to the sale of its $3,8 billion combined stakes in 
the Tenke Fungurume copper and cobalt operations – by New York Stock 
Exchange-listed Freeport-McMoRan Inc. and Toronto Stock Exchange-
listed Lundin Mining Corporation – to two Chinese companies. 

China Molybdenum is listed on both the Hong Kong and the Shanghai 
stock exchanges. The acquisition makes it a main player in the world’s copper 
market, along with being one of the world’s largest molybdenum and tungsten 
producers. Last May it announced a deal with Freeport for the acquisition for 
$2,65 billion of its 56% interest in the Société Minière de Tenke Fungurume 
(SMTF) which, in 2016, produced 200,000 tonnes of copper cathodes – one 
fifth of the DRC’s total output. Chinese private equity fund BHR Partners signed 
an agreement on 15 November with Lundin Mining for the purchase of its 24% 
interest in Tenke for $1,14 billion.

The state-owned Congolese company Gécamines, which retains a 20% 
minority stake in Tenke, had argued that the transactions would not take into 
account its pre-emptive rights over the stake its partners sold. It also demanded 
the right to authorise changes to indirect ownership of the strategic Tenke 
Fungurume mine. The objection was lifted after Freeport paid $33 million to 
the state miner, according to a statement from the Phoenix-based company at 
the end of January. 

Both Chinese partners confirmed Claude Polet, SMTF’s managing director, 
and other key executives in their positions. This attitude demonstrates an 
evolution; during the first stage of Chinese investment in the mining sector in 
the late 1990s traders limited their role to purchasing ore from artisanal miners 
and exporting to China. 
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These acquisitions in the DRC are part of a wider global strategy. According 
to Hongyu Cai, a director with the China International Capital Corporation, 
Chinese investors are looking for productive assets, rather than greenfield and 
brownfield projects. Copper, gold and zinc are their priorities. Coal, especially 
in Mozambique, they leave to Indian, Japanese and Brazilian investors. China 
is also looking for iron ore for its “New Silk Road” programme, with Nairobi as 
an African hub. The project, which aims to establish trade axes with Europe and 
Africa, involves the construction of roads, bridges, ports and railways – which 
will need large quantities of steel.

China’s dependence on metal imports has grown in recent years, with iron 
ore a good example, says Magnus Ericsson, CEO of Raw Materials Group. 
One way it is securing its supplies is by investing in joint ventures in iron ore 
production abroad, including in Africa. 

Aside from siphoning raw materials towards China, the strategy also aims 
to feed nascent industries focused on the Special Economic Zones (SEZ), a 
plan Beijing announced at the 2015 Forum on China-Africa Cooperation in 
Johannesburg. China has already helped to set up SEZs in Zambia, Mauritius, 
Ethiopia and Nigeria. In January 2017 Wang Yi, China’s minister of foreign 
affairs, announced his government’s intention to help Congo-Brazzaville build 
a harbour city at Pointe-Noire. 

The purpose is to process the raw materials at the source. This would allow 
Sino-African companies access to platforms that benefit from the preferential 
tariffs afforded by trade deals with important markets such as the European 
Union (EU), within the framework of the EU’s Economic Partnership 
Agreements with African countries, says Paul Frix, former director general of the 
Belgian Development Cooperation. The SEZs fit China’s Zou chuqu, or “going 
out” strategy, which invests surplus capital in foreign markets, natural resources 
and advanced technology. This strategy runs concurrently with the country’s Yin 
jinlai, or “welcoming in”, policy, which facilitates foreign investment in China 
to boost technological advancement and domestic capital formation. 

The country’s appetite for copper is not restricted to the DRC. In Uganda, Tibet 
Hima – a consortium of seven companies (Dongfang Electric, Shanghai Baosteel, 
Tebian Electric Apparatus, Yunnan Copper, Chinalco Luoyang Copper, Zijin 
Mining and Zongshen Industrial) – is investing $175 million in the development of 
the Kilembe copper and cobalt mine, where proven copper reserves are estimated 
to be between 4,5 and 6 million tonnes. In Namibia, AIM-listed China Africa 
Resources, a 65% subsidiary of East China Minerals Exploration & Development 
Bureau, is considering the development of the Berg Aukas project. In the Zambian 
copper belt, Chinalco Yunnan Copper and Kam Chuen Resources Holding are 
developing several mines in Solwezi and Chambishi. 

Despite the fall in copper prices 
since 2009 Chinese firms have 
continued to invest massively in 
the DRC in recent years.

The Tenke Fungurume deal shows that Chinese mining firms continue to 
consolidate their positions despite the fall in copper prices to $4700/tonne in 
September 2016, before a rise to $5900/tonne at the end of January 2017; this 
was still 40% below the 2009 level. Other players, including the Swiss company 
Glencore, have put their production on hold but Chinese firms have continued 
to invest massively in the DRC in recent years, the Chamber of Mines of the 
Federation of Congolese Enterprises said in June 2016.

According to the International Monetary Fund, in 2014 China invested up 
to $4,33 billion in the DRC in all sectors. China consumes about 40% of the 
world’s copper and has taken advantage of the falling prices to improve its access 
to the resource. The country lacks significant copper resources said Jerry Jiao, 
vice-president of China Minmetals, at the April 2015 world copper conference 
in Santiago, Chile. 

Uncertainty around the DRC’s political future after President Joseph Kabila’s 
second and last mandate expired in December 2016 has not deterred Chinese 
companies’ appetites for minerals in Katanga. In December 2015 Zijin Mining 
closed a deal with Canadian mining tycoon Robert Friedland’s Toronto Stock 
Exchange-listed Ivanhoe Mines to buy a 49,5% stake in the mega-deposit of 
Kamoa. It secured access to a resource of 6,6 million tonnes of copper, or the 
equivalent of more than six times the current Congolese national output. 

In January 2016, Zijin Mining, the 
Zhejiang Huayou Cobalt Corporation, 
and Gécamines approved an 
investment plan of $578 million to 
develop COMMUS, their joint venture 
near Kolwezi. Simultaneously, the 
China Nonferrous Mining Group 
Corporation (CNMC) agreed with 

Gécamines to acquire a 49% stake in the Deziwa deposit of five million tonnes of 
copper and to build two processing plants with a combined production capacity 
of 95,000 tonnes of copper cathodes. And in August 2016, Gécamines said that 
CNMC might invest up to $2 billion in the project and increase its share to 51%. 

Before these deals, in November 2015, Sicomines, a joint venture between 
Gécamines and a Chinese consortium including the China Railway Group, 
Sinohydro and the China National Machinery Engineering Corporation, 
started producing its first copper as part of a minerals-for-infrastructure 
mega-deal. According to the agreement signed in 2007 and amended in 2009, 
the Chinese consortium pledged to build $3 billion worth of roads, railways, 
hospitals and schools in return for a 68% stake in Sicomines, gaining access 
to 6,8 million tonnes of copper and 625,000 tonnes of cobalt.

Mining money Mining money
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In Cameroon, Sinosteel Cam is expecting to begin production before the 
end of 2017 at the Kribi mine, where reserves are estimated at 663 million 
tonnes of iron ore, with a year output of 10 million tonnes. 

Guinea’s bauxite deposits are also attracting massive Chinese investments. 
Winning Shipping Ltd., one of Asia’s largest maritime companies, holds 40,5% 
of the Société Minière de Boké, which aims for an annual production capacity 
of 5 million tonnes. In October, another Chinese company, Shandong Weiqiao, 
a leader in aluminium, acquired a 22,5% stake in the same project. 

At the beginning of this year talks took place between the Guinea government 
and Aluminium Corp. China (Chalco) to acquire the Boffa, Santou and Houda 
deposits. As elsewhere on the continent, the Chinese offer the comparative 
advantage of being able to propose “all-in” solutions to African countries, 
including financing and logistics provisions for the project. 

Li Wanxing, Chalco’s CEO, has suggested building infrastructure, including 
roads and a harbour, to evacuate the ore against the exclusivity on these 
deposits. In early 2016 the China Communications Construction was negotiating 
with the Côte d’Ivoire presidency for 
the construction of a railway and 
a minerals terminal at San-Pédro 
harbour. Sinohydro, a stakeholder in 
Sicomines in Katanga, is rehabilitating 
the Busanga hydropower dam and is 
bidding for the construction of the 
4,800 MW Inga 3 dam project on the 
Congo River to provide energy to the DRC’s mining industry. 

Chinese investors also covet manganese deposits. In Gabon CITIC Dameng 
has acquired the Montbeli mine, one of the largest high-grade manganese 
mines in the world. In Côte d’Ivoire, the Compagnie minière du littoral, a 
subsidiary of the China National Geological & Mining Corporation, is exploiting 
the Lauzoua deposit, some 180 km from Abidjan. It expects to achieve a one 
million tonne target by the end of 2017.

Chinese companies are also interested in the gold sector. In Ghana, BXC, 
a subsidiary of the Beijing Fuxing Xiaocheng Electronic Technology Stock 
Corporation, invested $15 million in the Kubi gold mine, which it is developing 
with the Asante Gold Corporation. In Tanzania, the Sichuan Xinye Investment 
Corporation of Mining & Exploration, a subsidiary of the state-owned Sichuan 
Bureau of Metallurgical Geology and Exploration, began production in January 
2016 at the Ikungu mine, near Lake Victoria. 

In Mozambique, a consortium – the Anhui Foreign Economic Construction 
Group and Yunnin Xinli Non-Ferrous Metals Co. – said it would invest more 

The Chinese offer ‘all-in’ solutions 
to African countries, including 
financing and logistics provisions 
for a project.

Meanwhile, CNMC is expecting its 85%-owned South East Ore Body mine 
at Chambishi to start producing in 2018, despite the rise in Zambia Electricity 
Supply Corporation tariffs in 2016. In that country, several years of drought 
have increased power costs. In Congo-Brazzaville, the Congolese subsidiary 
of the China National Gold Group Corporation appears set to start per annum 
production of 20,000 tonnes of copper cathodes in 2017, representing a total 
investment of $250 million, according to the Paris-based Africa Mining 
Intelligence newsletter. 

Simultaneously Chinese companies 
are rushing for iron deposits. In 
Conakry, Guinea, Conakry China 
Alumining Co (Chinalco) signed 
an agreement in October 2016 to 
purchase Rio Tinto’s stake in the 
world-class Simandou South deposit; 
its reserves represent a potential 
annual production of 100 million 

tonnes of ore over 40 years. The project is enormous, with a development 
cost of approximately $18 billion, and could affect iron ore prices, warned The 
Australian newspaper in November 2016. 

Chinese companies are steadily 
gaining access to the minerals 

sector in Africa with or without the 
support of Chinese banks.

Chinese miners © Pixabay
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than $471 million in the development of the Chibuto heavy sands, which 
have high ilmenite and titanium contents.

Chinese companies are also snapping up major assets in the fertiliser 
market. Evergreen Holding Group purchased Canadian company Mg 
Industries’ stake in the Mengo potash deposit in Congo-Brazzaville 
and plans to develop the project with the financial support of the China 
Development Bank to produce 1,2 million tonnes per annum. 

Hong-Kong based Well 
Efficient and Kam Lung 
Investment Development have 
acquired shares in Eritrea’s 
first company, Danakali Ltd., 
which they are developing as a 
world-class project, flouting the 

country risk, observes market analysts Somers & Partners. 
In Togo the Wengfu Group and Israeli company Elenilto Minerals 

have obtained the concession for the Kpeme deposit, whose potential is 
estimated between one and two million tonnes. 

Uranium is also in demand; Ansheng Investment, the Jiangsu 
Huaxing Investment Group and China Growth Minerals are developing 
the Letlhakane deposit through ASX-listed A-Cap Resources. Production 
is expected to start in 2020. President Ian Khama’s younger brother, 
Anthony, sits on A-Cap’s board.

In Namibia the China National Nuclear Corporation, which already 
owns a 24% stake in the Langer Heinrich mine – which should start 
producing this year – is negotiating the purchase of a further 25% interest 
from the operator, Paladin Energy. In the same country, at the end of 2016 
the China General Nuclear Group started production at the large Husab 
mine and hopes to meet a 6,803 tonne annual target. 

Chinese companies are steadily winning influence across the minerals 
sector in Africa. Their approach includes acquiring assets in existing 
mines or in greenfield projects through state-owned firms or private firms 
based in Hong Kong or elsewhere. They are doing this with or without the 
support of Chinese banks and under a growing variety of formulas. The 
attitudes of companies from other countries may fluctuate, but the Chinese 
don’t hesitate.   

Chinese companies are steadily 
winning influence across the 
minerals sector in Africa.

  © GGA
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Skills transfer: delivering on promises

Chinese companies have long been accused of exploiting African labour and 
excluding locals from skills development, but a continental pushback might force 
change 

Building on local skills
Kevin Bloom

In a wood-panelled room on the Jinhua campus of Zhejiang Normal 
University, by the picture-perfect Xinyue Lake, is a wonderful and 
surprising secret: one of the most valuable collections of African 

artefacts in the People’s Republic of China. The collection includes fetish 
objects from the Congo River basin circa 1000 AD, ceremonial masks from 
the Sahel desert circa 1600 and a fertility doll from the 1950s in Cameroon, 
among other items. 

This room is where visitors to the university’s Institute 
of African Studies are ushered on arrival. After that, one is 
free to trade anecdotes and insights with a group of Chinese 
academics who – based on their in-
country experience and 
research output – can 
be counted among the leading Sino-
Africa experts in the world.

In April 2015, led by Professor Shu 
Zhan, China’s former ambassador to 
R w a n d a ,  t h e word from these experts 
was that China’s engagement with Africa’s 
labour market was about to enter a “new 
phase”. The discussion focused on the generally 
poor showing of Chinese multinational 
corporations in transferring skills and 
knowledge  to local African workers, 
and operating according to the strict 
letter of African labour legislation. All 
the academics present conceded that 

since China had turned its economic attention to Africa at the beginning of the 
millennium, a “poor showing” on these two issues had indeed been the norm. 

Specifically, the discussion centred on President Ian Khama’s decision to expel 
Sinohydro from Botswana in July 2013. The Chinese construction company built 
the infamous Three Gorges Dam, which spans the Yangtze River in central China. 
It is the largest dam in the world and has been described as a recipe for disaster 
by environmentalists. 

“It was an unprecedented move,” agreed Shu, as a Chinese company of 
Sinohydro’s size had never been expelled from an African country before. 
According to the academics the reasons for the expulsion were clear – 
Sinohydro had a policy of sending its junior engineers to Africa to “learn on the 
job”, resulting in all five of its major infrastructure projects in Botswana being 
either over schedule or of shoddy quality. Needless to say, skills transfer from 
the Chinese construction giant to the local Batswana labourers, who comprised 
the large majority of the non-engineer and unskilled labour force on all five 
sites, had been close to nil.

By all accounts it was a situation that embarrassed not 
only Professor Shu and his current colleagues at Zhejiang 
Normal University, but his former colleagues in the 
Africa department of the Chinese foreign ministry too. 
By December 2015 the academics’ prediction had been 
realised. At the Forum on China-Africa Cooperation 
(FOCAC) in Johannesburg, South Africa, President Xi 
Jinping spoke about “the lack of skilled personnel” 
in Africa, promising to establish “a number of 
regional vocational education centres and several 
capacity-building colleges”. 

The People’s Republic would, said Xi, train 
200,000 technicians for African countries, and provide the continent with 
40,000 training opportunities in China. But the promises extended beyond 
the blue-collar sector. For white-collar job hopefuls, Xi offered 2,000 degree 
or diploma education opportunities, 30,000 government scholarships, funds 
for 200 African scholars and 500 African youths to visit China each year, and 
training for 1,000 African media professionals. 

Referring to the “white-collar” initiative, Dr Paul Tembe of the Thabo 
Mbeki African Leadership Institute, who holds a PhD. in Chinese culture 
from the Chinese University of Hong Kong, expressed his reservations. “What 
has caught my attention is what I have come to call ‘Orphans of China-Africa 
relations’” he told Africa in Fact in February 2017. “These are African students 
who graduate in China. They cannot be employed in China for obvious 

 Chinese premier Xi Jinping  
© GGA
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reasons, and they are not suitable for Chinese companies in Africa. When 
Chinese companies land in Africa they seek to learn from local ways of doing 
things, and those skills are possessed by local- or Western-trained graduates. 
Take as an example an African economist trained in China … [such a person] 
is not attractive to either Chinese or African markets.”

Tembe is fluent in Mandarin and has focused his academic career on China 
since 2005; his specialty is cross-cultural communications. His observation 
covered “the majority if not all” of China-trained graduates, he said. 

“Most [African graduates] end 
up relying on their language skills, 
and open small businesses in either 
Guangzhou or Yiwu,” he said, alluding 
to the huge markets where African 
traders source their Chinese goods. 
“Very few are absorbed by their home 
universities upon their return. Almost 
all of these get pigeonholed into starting 

some sort of a ‘China desk’ or ‘centre’, irrespective of the subject of their training.”
It seems clear then that Xi’s initiative faces extensive structural challenges, 

and that these challenges may not be overcome with the passing of time. As for 
the blue-collar initiatives, it is too early to tell whether the promises of FOCAC 
2015 will bear lasting and sustainable fruit. There are some real-world examples 
in Africa that suggest the “new phase” is beginning to take root though.

The Chinese-built Standard Gauge Railway Project (SGR) in Kenya, begun in 
October 2014 and expected to finish in June 2017, is a case in point. An October 

Xi’s initiative faces extensive 
structural challenges which may 
not be overcome with the passing 
of time.

© Afrobarometer  (http://www.afrobarometer.org)

Most infrastructure projects in 
Africa create modest development 

opportunities for local content, 
jobs and skills.

2016 study by researchers Uwe Wissenbach and Yuan Wang, under the auspices 
of the China-Africa Research Initiative at the Johns Hopkins School of Advanced 
International Studies, revealed that while the SGR has been subject to the same 
allegations of corruption, opaque contracting and disregard for local labour laws 
as most Chinese infrastructure projects in Africa, it has begun to create “modest 
development opportunities for local content, jobs, and skills”.   

According to Wissenbach and Yuan, the China Road and Bridge Corporation 
(CRBC), the principal contractor on the $3,8 billion project, has sourced 40% 
of its construction materials from 
local Kenyan suppliers; this followed 
organised pressure from Kenyan 
manufacturers and President Uhuru 
Kenyatta’s direct hand in negotiations. 
In addition, 100% of the cement for 
the project being sourced locally 
“required the transfer of manufacturing 
standards, thus upgrading the local 
capacity”, the researchers wrote.

The SGR project employs around 25,000 Kenyans and the opportunities for 
skills transfer have been numerous – and CRBC, on the whole, has delivered. 
Aside from the “learning by doing” training conducted on-site, the company’s 
corporate social responsibility budget has financed a Technology Transfer 
Competence Training facility in Voi County. “The future of the facility is not 
clear,” Wissenbach and Yuan noted, “but it is better positioned to meet industry 
demand for skilled workers than the current Kenyan vocational training system, 
which is largely theoretical and is not aligned with employer needs.”

Outside frameworks such as the Institute of African Studies at Zhejiang Normal 
University and other more closely monitored organs of the Chinese Communist 
Party, observers are hedging their bets on this “new phase” in China-Africa labour 
relations. Ross Anthony, acting director at the Centre for Chinese Studies at 
Stellenbosch University in South Africa, sums up a 15-year-old maxim when he 
says, “The Chinese state always wants to push these progressive initiatives, but 
the reality on the ground often turns out to be different.”  

So, while the signs are promising, Africa will have learned by now to be 
cautious.   
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Middle class: defying definition

It may be impossible to replicate Asia’s middle-class miracle in Africa given the 
disparities in governance, growth, and income inequality between the continents

Poverty stalks Africa’s 
varied middle classes
Minenhle Mbandlwa

It has often been suggested that Africa should emulate the achievements 
of the high-performing East Asian economies, which have seen explosive 
economic growth and the emergence of large middle classes since the end 

of the Second World War. But others argue that even Africa’s high-performing 
economies cannot usefully be compared to the high-

performing Asian tigers because they still have 
small manufacturing sectors, undiversified 

Market in Lagos, Nigeria  © Wikimedia Commons

economies and disparities in economic distribution across households and 
individuals – and still, despite high levels of growth in some countries, small 
middle classes. 

The economies of East Asia are regarded as having developed on a high 
growth, low inequality model between 1960 and 1990. Seven of them – 
Japan, South Korea, China, Taiwan, Singapore, Indonesia and Hong Kong 
– are regarded as high-performing. Robert Fogel, an American economic 
historian, argued that four factors define high-performing Asian economies: 
“the trend toward rising labour force participation rates, the shift from low to 
high productivity sectors, continued increases in the educational level of the 
labour force, and other improvements in the quality of output”. In particular, 
all the Asian economies are distinguished by their large investment in human 
capital. This meant that by 2010 or so, Asia’s middle class had expanded to 525 
million people, according to the Organisation for Economic Co-operation and 
Development (OECD).

Could the East Asian miracle be paralleled in Africa? To answer this question 
we need to return to the idea of “middle class”. As shown further in this article, 
there are indications that it is the development of a sustainable middle class 
that drives and sustains development in a market economy. But defining 
what “middle class” means proves to be difficult. Unlike other socio-economic 
terms such as poverty and unemployment, there is no universal consensus or 
benchmark definition of this concept. 

In a 2010 working paper written for the OECD, Homi Kharas, a senior 
fellow at the Brookings Institution, argues that perhaps the single most 
important determinant of class membership is the level of income available 
for consumption. Using this as a measure, the global middle class can be 
defined as “the difference between the number of people with expenditures 
below the $100 per day threshold and the number with expenditures below 
the $10 per day threshold”. On this basis, the global middle class consists of 
1,8 billion people: North America (338 million), Europe (664 million) and Asia 
(525 million). The United States leads among individual countries, with some 
230 million middle class people. The EU has almost 450 million middle class 
consumers, and Japan has a further 125 million. “There are very few middle 
class [people] in sub-Saharan Africa: about 32 million or roughly the same as 
Canada,” he wrote.

He adds that the global view masks differences in purchasing power in 
different countries. The African middle class, according to the Pew Research 
Centre, consists of those earning between $10 and $20 a day. The Asian and 
African Development Bank, and the African Development Bank (AfDB), offer 
a broader definition of the African middle class as people who spend between 
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$2 and $20 per day, but divides the category into two: a “stable middle class” 
and an “unstable middle class”, with levels of income, wealth and consumption 
as determinants. 

The AfDB offers three sub-categories. The first is a “floating class with per 
capita consumption levels of between $2 [and] $4 per day”; this group lives 
just above the poverty line and is vulnerable in times of economic decline. 
According to the AfDB, this is important because membership differentiates 
between poverty and a relative degree of spending power.  The AfDB’s second 
sub-category is a “lower middle class with per capita consumption levels of 
$4 [to] $10 per day”; this group is able to buy basic essentials, such as food, 
shelter, clothing and medical care, but is not seen as stable. The third sub-
category is an “upper middle class with per capita consumption levels of $10 
[to] $20 per day”, and is seen as stable in that its members consistently access 
high-quality services such as private healthcare and education. They are not 
threatened with a sudden decline in their socio-economic status.

According to Standard Bank South Africa, which operates across the 
continent, some 4,1 million Nigerian households – or just 11% of the total 
population – are now considered middle class based on the Living Standards 
Measure (LSM). South Africa’s middle class is described as comprising 
households of four persons with a total household income of between R5,600 
and R40,000 per month after direct income tax. It is thought that this applies 
to some 13,7% of the population.

There is a wide disparity between 
the upper and the lower income 
middle classes in Africa. There 
are also are wide disparities in the 
distribution of wealth across the 
continent’s 55 countries. Many of 
these countries have not been able 
to escape economic, political and 

social challenges; the majority of their populations is still trapped in poverty 
when compared with other regions of the world, according to a 2015 study by 
Professor Louis Picard of Pittsburgh University’s international development 
division, and others. Africa’s large informal economies make it even harder 
to make reliable estimates. Yet observers remain positive that Africa is on the 
path from the developing stage to development. In 2011 the AfDB said that by 
2060 the middle class in Africa would number some 1,1 billion people, about 
42% of the population.

These definitions are all based on income, expenditure and consumption 
but other factors may be involved in defining the middle class. In Europe 

There are wide disparities 
in wealth across Africa’s 55 
countries. The majority is still 
trapped in poverty.

the middle class has traditionally been defined by academic qualifications, 
occupation and social role, because these factors are considered to influence 
economic opportunities and political views. William Easterly, a professor of 
economics at New York University, has argued that modern political economies 
stress a balance between political and economic development. This is why 
Africa’s middle class is not only important for economic growth but is also 
crucial for maturing democracies. 

History tells us that countries that have been able to achieve this balance 
have developed a stable and growing middle class, while in many countries in 
developing regions such as Africa, the middle class has remained vulnerable 
– mainly because of political instability. Where there is economic growth 
even those with university degrees and stable employment have little political 
influence, and where they do, they often support populist parties and ideas 
further hindering effective economic management.

If we compare the 
development of the African 
and Asian middle classes 
and evaluate the African 
middle class in more detail, 
considerable differences 
become evident. The AfDB’s 
absolute measure for the term 
“middle class” is misleading 
because it ignores inequalities 
within a huge range of income 
groups and kinds of income. 
While growth rates similar 
to those of Asian countries 
are now being seen in parts 
of Africa, such as Kenya, and 
Ethiopia – the continent has yet to see a similar significant growth in its middle 
class. African countries’ growth experiences are extremely varied and episodic. 
Low levels of investment are an important factor in Africa’s slower growth, 
but its slower productivity growth more starkly distinguishes the continent’s 
growth performance from that of the rest of the world.

In a 2015 study, professors Biodun Olamosu and Andy Wynne observed that 
most African countries gained their independence from their former colonisers 
in 1960, but that the continent experienced low levels of economic growth up 
until the early 2000s. Though the continent had vast swathes of agrarian land, 
it also had a shortage of skilled labour, and capital. Many African economies 

Investment in human capital is a key factor in reducing poverty. © GCIS
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became exporters of mineral resources and remained heavily dependent on 
primary production or the export of one or two products. The introduction 
of neoliberal policies, which emphasise free trade and opening markets to 
foreign competition – limiting the role of government in providing services 
and subsidies to the poor – further increased inequality on the continent, they 
suggest. As a result says the AfDB, Africa’s middle class presently numbers 
about 180 million people. 

If we use the AfDB’s absolute measure – people who spend between $2 
and $20 per day – the African middle class is on the rise. But clearly its 
progress has been nothing like that of its Asian counterpart. Major investors 
are withdrawing capital from Africa and investing it in other regions. In 2013 
Cornel Krummenacher, chief executive officer of the Nestlé Equatorial African 
region, told the Financial Times that the company had decided to retrench its 
employees because “we thought this would be the next Asia”. The company had 
discovered that Africa’s middle class was “extremely small and … not growing”, 
he said.

In a 1994 study John Page, from 
the Brookings Institution, argued that 
Africa had failed to develop diversified 
economies that created employment 
opportunities for a sustainable 
middle class mainly because of dual 
economies, even in those countries 

with some level of industrial development. Only a few African countries have 
any sort of manufacturing base, and the majority of its countries – including the 
continent’s super powers, Nigeria and South Africa – still have large informal 
economies. In reality, most African people are either poor or rich.

So is it realistic to argue that the East Asian miracle could occur in Africa? 
Observers believe that only some of the continent’s countries are presently in 
a position to achieve such a transition. These include Nigeria, South Africa, 
Kenya, Ethiopia, Rwanda and Uganda. In a 2016 study, Sandile Swana and 
Lumkile Mondi, from South Africa’s University of the Witwatersrand, argue 
that the time frame matters. In their view, it takes 25 years to transform a 
nation from a developing stage to a developed one. They argue that Africa 
should emulate Asia’s “high and sustained economic growth” between 1965 
and 1990. 

Standard Bank South Africa says that economic growth has been 
instrumental in creating an emerging middle class in Africa but that the 
results are generally disappointing, with only 15 million households across 
11 countries in sub-Saharan Africa considered to be middle class (excluding 

The middle class is on the rise but 
its progress has been nothing like 
that of its Asian counterpart.

South Africa). Between 2004 and 2012 South Africa’s middle class ($10 to $50 
a day) grew from 5,3 million to 7,9 million, while the black middle class went 
from 1,7 million to 4,2 million, which is more than 50% of the total middle 
class population.

High economic growth rates are not solely responsible for generating a 
rising middle class. It has been argued that if Africa is to achieve high growth 
and low inequality, state intervention must create an environment that fosters 
economic growth and a subsequent, reduction in poverty. In 2001 Easterly said 
that empirical studies showed a correlation between better governance, low 
inequality, high growth, investment in human capital and poverty reduction. 
Page has argued that Ethiopia, one of the continent’s most populous nations 
and with one of its best performing economies, saw its middle class share of 
wealth increase significantly between 
2004 and 2014  – but only two 
percent of the population qualified as 
middle class. This was due to a small 
manufacturing base, and industries 
that generated employment with good 
wages but unequal shared wealth. 

Unlike in East Asia, it seems that economic growth in Africa has been 
accompanied by growing inequality, which holds back both economic 
development and the development of the middle class.  

A middle class can be both the cause and result of improvements in a 
country’s development levels. The AfDB’s 2011 study argues that the middle 
class is important not only economically but also politically, in that it is better 
able to hold government accountable. The middle class also invests in longer-
term benefits such as healthcare and quality education, thereby expanding 
and diversifying economies through human and capital investment. It is 
now recognised that the middle class is not only important for economic 
development but also crucial for the maturity of democracies. 

It could be said that the making of the Asian miracle was no miracle at all. 
A number of factors made it possible, particularly in Japan, South Korea and 
Singapore. As long ago as 1993 the World Bank argued that high growth in Asian 
economies was “due to a combination of fundamentally sound development 
policies, tailored interventions, and an unusually rapid accumulation of 
physical and human capital”.

In Japan high investment in human capital since the mid-19th century 
led to high productivity, subsequently increasing income. Japan made a 
conscious decision to catch up on technological development by creating 
modern transport systems and high-quality production machinery through 

There is a correlation between 
governance, low inequality and 

poverty reduction.
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the “Western knowledge, Japanese way” paradigm; scholars, particularly 
during the Meiji government (1852-1912), were sent to the West to learn about 
industrial development.

In South Korea, state-led development has been fundamental in decreasing 
inequality through policy interventions. Government policies resulted in 
higher and more equal distributed growth “than otherwise would have 
occurred”, according to the World Bank. In 2000 the Korean government 
actively set about eradicating poverty, unemployment and inequality through 
focused socio-economic policies. A government employment subsidy helped 
many organisations create more employment and operate with more stability 
and since 2007, many non-profits have been certified as social enterprises and 
created employment.

Some countries in East Asia tried to establish development banks to assist 
financial institutions during economic recessions, as in 1950 and 1997. However 
in Indonesia, South Korea and Thailand these initiatives failed because their 
financial sectors were vulnerable. Japan and Singapore development banks 
helped expand financial markets because their financial institutions were robust 
and well capitalised. Such development banks could be useful in Africa if their 
financial conditions are closely monitored and protective systems developed 
to make them less vulnerable to financial crises. This could be instrumental in 
transforming informal economies. 

If Africa is to develop its middle classes by emulating the East Asian model, 
it will need to do so economically – by targeting high growth while dealing 
with Africa’s high levels of inequality. Economic growth is a necessary but 
not sufficient condition for addressing high levels of inequality. While some 
level of inequality is inevitable, the extremely high levels seen in South Africa, 
Nigeria and Ethiopia represent a massive skewing of socio-economic well-
being, and could result in uprisings among the poor. This is why high levels of 
investment in education are crucial in addressing inequality: education leads 
to improved productivity and higher earnings, which in turn boost the growth 
of the middle class. 

Other policy interventions could include measures to address the effect of 
inherited inequalities; introducing a minimum wage to support improved living 
standards; supporting small to medium enterprise growth which diversifies 
the economy and opens up more job opportunities; and measures, such as tax 
incentives, to expand the national manufacturing base, to generate jobs and 
tax income. 

Each of these approaches involves challenges, costs and drawbacks, which 
must be calibrated according to context. But the bottom line is that only diverse 
and well-organised economies create sustainable, meaningful jobs.   
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Urbanisation: big city life

Asia’s thriving metropolises could provide the blueprints for Africa’s rapidly 
growing cities, and help the continent avoid the many pitfalls of urbanisation 

Cities for people, and 
profit
Naoyuki Yoshino, Matthias Helble, and Grant B. Stillman

A frica and Asia are both latecomers to urbanisation. While in all other 
regions more than 70% of people live in urban centres, in Africa and  
Asia it is less than half. But both continents are also marked by rapid 

urbanisation rates. Asian cities are growing at a rate of 1,5% a year, Africa’s 
1,1%; millions are moving into overstretched cities every month. 

Urbanisation: big city life

Asia’s thriving metropolises could provide the blueprints for Africa’s rapidly 
growing cities, and help the continent avoid the many pitfalls of urbanisation 

Cities that serve people by 
seeking profit
Naoyuki Yoshino, Matthias Helble, and Grant B. Stillman
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and self-build schemes. The NUA stresses the need to promote not only home 
ownership, but also other types of tenure, such as co-housing. 

Providing adequate and affordable housing is not the only challenge; good 
infrastructure – roads and highways, public transportation, rail, airports 
and ports – is vital too, but is typically beyond the means of most countries 
in Asia and Africa to fund publicly. The results are congestions that hamper 
the means to get labour efficiently to production, and production to markets. 
Public-private partnerships have been the recourse in many Asian countries, 
although the rate of return on infrastructure relies on the unpredictable level of 
fees and tolls that can be charged. Still, private investment is seeing profitable 
repayment in a matter of five-or-so years.

One solution to boost the rate of return on public works is to tax the 
positive spillover effects that result from improved infrastructure. Asia and 
Latin America have found that more efficient transportation typically attracts 
manufacturing to a region. It creates jobs and with that, demand for services, 
farmers and small businesses, and good education. The knock-on effect is a 
pool of qualified workers, enhancing productivity in the region. This greater 
economic activity also increases tax revenues. The Asian Development Bank 
Institute has proposed that governments could share a portion of these spillover 
revenues with the original investors, which would increase the overall rate of 
return for the project. Without returning a share of these spillover effects to 
the investors, many infrastructure projects are not as profitable and may never 
get off the ground.

Good, affordable housing is crucial. It has always been a delicate balance to 
strike between public and private sector interventions in the housing market. 
Today, governments in many low- and 
lower-middle income countries rely 
excessively on the market. In contrast 
to other markets, the private sector 
depends on government housing 
supply policies. Unclear land titles or 
a shortage of usable land constrain 
the supply of additional housing and lead to a surge in housing prices. As a 
result, low-income groups are priced out of the market. The government’s 
role in providing adequate and affordable housing starts by ensuring supply 
constraints are eliminated. 

In Japan, after World War II, the government used a three pillar approach: 
establishing a government Housing Loan Corporation to facilitate housing 
construction; constructing rental houses for low-income groups; and providing 
a large supply of residential land. The restoration of the housing stock was 

Asia is home to the world’s largest and newest megacities – super 
metropolises with 10 million or more people – that have presented enormous 
urbanisation challenges. What has been learned along the way may help 
address development dilemmas facing Africa today. 

Africa’s urban 
populations have been 
rapidly increasing and 
catching up with Asia 
(Table 1), with more 
residents competing for 
urban resources stretched 
to the limit. But with 
growing populations come 
new financial and social 
opportunities.

Urbanisation offers 
many opportunities for 

advancement, but in itself has not always guaranteed success. If ill-planned 
and managed, it becomes a barrier to development as people end up living 
in slums, lack basic sanitation and suffer high crime rates and environmental 
pollution. If urbanisation goes wrong, countries often do not get a second 
chance to seize the development opportunities missed.

Some inspiration on how to make urbanisation an engine of sustainable 
growth comes from the latest intergovernmental conference on housing and 
urbanisation, Habitat III, which took place in Quito, Ecuador, in October 2016. 
The conference’s main outcome was the adoption of the New Urban Agenda 
(NUA). The NUA does not consider urbanisation an obstacle to development, 
but rather a key development driver. 

Well-planned urbanisation can boost economic growth. But cities must 
be smartly designed in order to be safe, inclusive, accessible and green. This 
holistic approach requires well-integrated planning instruments across sectors. 

The NUA reaffirms the right to adequate housing and places itself in the 
context of the United Nations’ Sustainable Development Goals. The first 
target of Goal 11 (sustainable cities and communities) is to “ensure access, for 
all, to adequate, safe and affordable housing and basic services and upgrade 
slums”. It commits countries to promote affordable and sustainable housing 
and housing finance, and mixed-income developments to avoid segregation, 
stressing the need to adapt housing policies to the local context. It recognises 
different forms of tenure – such as co-housing and community land trusts – in 
Paragraph 107, and it explicitly encourages support for incremental housing 

Africa’s 10 most populous cities 
(millions) as of 2014

Asia’s 10 most populous cities 
(millions) as of 2014

Lagos
Cairo
Kinshasa
Luanda
Nairobi
Mogadishu
Abijan
Alexandria
Addis Ababa
Johannesburg

21.0 
20.4
13.3
6.5
6.5
6.0
4.7
4.7
4.6
4.4

Tokyo
Jakarta
Delhi
Karachi
Manila
Seoul
Shanghai
Beijing
Guangzhou
Osaka

32.8
30.5
28.0
24.3
24.1
23.5
23.4
21.1
20.6
19.3

Source: http://www.worldatlas.com

The positive spillover effects from 
improved infrastructure enhance 

productivity in a region.
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credit rating, banks can decide how much to lend and at what rate. For SMEs, 
the issue is more complicated as there are no comparable ratings. 

If similar systems could be established in other parts of Asia, and Africa – 
accumulate and analyse credit risk data, and accurately measure each SME’s 
credit risk – SMEs could raise funds from the banks more easily and gain 
access to the debt market by securitising their claims. 

Latecomers to urbanisation like Asia and Africa find the keys to success 
invariably depend on investment in education; a relatively simple and fast 
shift from agriculture to manufacturing to get people off the land and improve 
the quality of their lives; relatively high labour mobility; and transportation 
interconnectivity. These bring about a substantive improvement in personal 
well-being as citizens exit poverty, and are able to access improved health and 
education services.

Making urbanisation inclusive is another key concern. In many cases income 
inequality increases as cities grow in population, which has a detrimental 
effect on various development outcomes, in particular health. When income 
inequality declines key health outcomes, such as child mortality and life 
expectancy, improve substantially. Overwhelming scientific evidence for a 
causal relationship between income inequality and health shows that wider 
income differences lead to worse health outcomes. 

Child mortality is a good indicator of the performance of health systems 
around the world and tends to be higher in countries where attendance by 
healthcare professionals at birth is low, or if the level of infectious diseases 
is high due to a lack of hygiene or overcrowded living conditions. High child 
mortality can also indicate a lack of access to life-saving drugs. 

Similarly, while longevity is determined by genetic predisposition there 
are environmental and medical factors at play. Income inequality can result 
in poor living conditions and social as well as psychological stress. Higher 
income inequality can lead to lower income groups not being able to pay for 
adequate or sufficient preventive or curative healthcare, or even force them to 
forego healthcare. 

Asia has found that just a small rise in income for poor households can 
have a greater impact on health than an equivalent rise in income for the rich. 
Infant mortality rates tend to fall as income distribution becomes more equal. 
Child mortality is particularly high in Nigeria and South Africa, which also 
have highly unequal income distributions. Egypt and several Asian countries, 
especially Japan and Korea, have low levels of income inequality and lower 
rates of child mortality. 

Lower income inequality is associated with higher life expectancy. It is 
highest in Japan, the country with the most equal income distribution. Life 

achieved in the 1960s. Korea followed a similar strategy in the 1970s by 
expanding the land supply and increasing the provision of housing loans. But 
prices increased sharply in the late 1980s, so the government launched a “Two 
Million Housing Drive”. It has been relatively successful in containing price 
surges and avoiding real estate bubbles, which could become a concern for 
some cities in the People’s Republic of China. 

The experiences of developed and emerging countries, such as Korea, 
provide numerous examples of the challenges and risks when designing policies 
to increase the affordability of housing. Africa’s rapid urbanisation makes 
housing policies a key concern for almost every local and central government. 
Urbanisation can only become an engine of economic growth and prosperity if 
urban areas provide affordable and quality housing options for all urban citizens. 

 But cities in Asia and Africa often struggle to provide sufficient, quality 
jobs. In Asia, small- and medium-sized enterprises (SMEs) account for a major 
share of employment and dominate the economy, especially in urban areas. 
Asian economies are often characterised as having bank-dominated financial 
systems and underdeveloped capital markets, in particular venture capital. 
Looking for new and decentralised financing methods for SMEs is crucial. 

Hometown investment trust funds are a novel financial intermediation 
adopted as a national strategy in Japan. They give credit ratings to SMEs, 
limiting risk to the lender and giving SMEs access to capital. By employing 
two statistical analysis techniques – principal components analysis and cluster 
analysis – and applying various financial variables to 1,363 SMEs in Asia, Japan 
found banks could provide loans to group SME customers based on financial 
health, adjust interest rates on loans, and set lending ceilings for each group. 

This idea could help Africa as well. 
Although the soundness of the 

banking system has improved 
significantly since the 1997–98 
Asian financial crisis banks have 
been cautious about lending to 
SMEs, even though they account 

for a large share of economic activity. Secure banking is also a challenge for 
most of Africa too.

Start-up companies, in particular, are finding it increasingly difficult to 
borrow money from banks because of stricter Basel capital requirements. 
Riskier SMEs without a track record also face difficulty in borrowing money. A 
credit rating scheme that scores the financial health of SMEs could help banks 
lend money in a more rational way, and reduce risk. Credit rating indexes, such 
as Standard & Poor’s, rate large enterprises. By looking at a large enterprise’s 

In Asia, SMEs create employment 
and dominate the economy, 
especially in urban areas.
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expectancy is also determined by gross domestic product (GDP) per capita, 
as higher income typically allows for better healthcare. This relationship does 
not always hold. The United States has the highest GDP per capita in the G20 
group, but ranks ninth in terms of life expectancy. Its relatively unequal income 
distribution might in part explain this weak performance.

Achieving inclusive 
growth, as advocated by 
the G20, would bring 
considerable health 
benefits. A fall in child 
mortality translates into a 
concrete economic benefit 
for society. Reducing 
inequality can have mutually 
reinforcing outcomes; 
lowering in-equality results 
in better health, which leads 
to more sustainable growth.

Income inequality is a social policy issue each city must deal with, and 
adjustment to take advantage of trade opportunities leads to improved welfare, 
but of further importance is broader structural changes to deal with rapid 
urbanisation and the speed of technological change.

Asia has already faced many of the challenges in relatively similar short 
time spans. Many Asian countries made mistakes along the way – mostly fixed 
them – and are now each powerhouses in their own right. Asia understood 
early on that urbanisation had great potential to accelerate economic growth. 
Several Asian countries, most recently China, have deliberately encouraged 
residents in rural areas to give up farming and move to the cities to work in 
more productive manufacturing industries. This move not only increased 
the economic output, but also triggered new demand for housing and other 
commodities, which eventually reinforced growth. 

But caution is necessary as even though Africa and Asia face similar 
problems, one-size-fits-all plans, best practice solutions and universal agendas 
to transplant development ideas and institutions from one context to another 
do not always succeed, despite the best intentions. 

Achieving sustainable urban development that promotes economic growth 
will become one of the most pressing questions policymakers will face in Africa 
in decades to come. Nevertheless, promising approaches, tried and tested in 
Asia, are at hand.  
For the list of references in this article, please email us at info@gga.org

Source: World Bank Indicators
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Mixed funding: no free lunches

African countries find China’s loan conditions to be far less onerous than the 
IMF’s, and the Asian country is digging deep to fund social development and 
industrialisation on the continent, for a price

China vs the IMF
Ini Ekott

Less than a year after launching a rail project partly funded by China 
at $500 million, Nigeria has announced a new $7,8 billion loan from 
China’s state-run EXIM Bank. The new deal, pending parliamentary 

approval, will fund a standard gauge rail between Lagos and Kano, the country’s 
two most populous cities. Rotimi Amaechi, transport minister, announced the 
new deal in February this year. This follows a 2016 deal with the Asian nation 
to fund an $11,1 billion railway from Lagos to coastal Calabar. 

Over the past decade, China has spent billions of dollars on loans for 
infrastructure funding across Africa. These include a $3,8 billion railroad 
in Kenya, a $7 billion port in Tanzania, and a  $3,1 billion dam project in 
Mozambique. The Nigerian projects are amongst the newest ones. Between 
2000 and 2014, China delivered $94,5 billion in loans to Africa, according to 
the China-Africa Research Initiative at the Johns Hopkins School of Advanced 
International Studies. In 2014, Beijing unveiled a $12 billion funding package for 
Africa, and in 2015, it announced $60 billion in loans and aid to the continent.

As their economies have grown in the past two 
decades, African governments   seeking to build badly 
needed infrastructure have found a willing lender in 
Beijing. In doing so, they have pushed to minimise, 
if not end, their dependence on the International 
Monetary Fund (IMF) and the World Bank.

Mixed funding: no free lunches

African countries find China’s loan conditions to be far less onerous than the 
IMF’s, and the Asian country is digging deep to fund social development and 
industrialisation on the continent, for a price

China vs the IMF
Ini Ekott
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Chinese President Xi Jinping addresses the FOCAC business summit in Johannesburg, 2015  © GCIS
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compelled the IMF to review its norms and make it more flexible, setting off 
reactions elsewhere, says Johanna Malm, whose 2016 PhD dissertation at 
Roskilde Universitet focused on China, the IMF and Africa.

“Chinese commercial loans 
challenge the IMF’s lending model 
because they are more expensive for 
the borrowing country than the loans 
that [the] IMF usually allows low-
income countries to take up,” she told 
Africa in Fact. She added that Africa 
has probably been attracted more by 
China’s offer of big money than by a 
tendency to avoid IMF’s so-called neoliberal demands.

“Of course, there is also the IMF’s normative approach to debt, but I would 
say that the main reason why African countries have turned to Chinese banks 
is that they can offer much bigger loans and take more risk than Western 
development finance institutions can,” Malm, who now works as senior adviser 
with the Swedish National Audit Office, told Africa in Fact.

Africa has probably been attracted 
more by China’s big money than 

by avoiding the IMF’s so-called 
neo-liberal demands.

Analysts say that the shift is largely due to China’s funding model, which 
provides multi-billion dollar credits at more flexible terms, even to countries 
otherwise restricted from big money by the IMF. “African countries seem to 
increasingly prefer loans from China mainly to avoid the very constricting 
neoliberal conditionality that goes with loans from the IMF,” says Chibuzo 
Nwoke, professor of international relations and vice chancellor of Oduduwa 
University in Ile-Ife, Nigeria.

For years the IMF prevented low-income countries from taking up non-
concessional, large-size commercial loans. And as other Western lenders often 
rely on the international financial organisation’s assessment of countries’ 
macroeconomic policies and readiness for reforms, African countries are 
increasingly looking elsewhere for finance.

The IMF’s required reforms included open markets, scrapping government 
subsidies, deregulating key sectors, privatisation and debt management. For the 
IMF, low-income countries must seek debt relief before they look for new loans, 
and countries must abide by a debt limit framework to benefit from debt relief.

Martin Uhomoibhi, president of the Pan African Institute for Global Affairs 
and Strategy in Abuja, says that the “so-called Washington Consensus or IMF 
‘prescriptions’”, were perhaps the greatest factor that undermined Africa’s 
take-off in the early 1980s. In Nigeria, for example, “the harshly iniquitous IMF 
conditions undermined industrialisation projects, unrealistically devalued 
the national currency and halted growth”, he wrote in a 2016 analysis in Africa 
Policy Review.

The Chinese lending model in 
Africa, on the other hand, allows 
low-income countries to access 
large-size loans for infrastructure if 
reimbursement can be guaranteed by 
lucrative commercial projects such 

as oil or mines, or export revenues. The infrastructure is then developed as 
long as the commercial project remains profitable. Mostly economists and 
international development experts call it a “mixed-funding” model. 

Also, rather than stringent reforms, China allows loan recipients to choose 
and implement infrastructural projects as they deem fit. “With China, African 
leaders are able to retain most of their policy-making space,” said Nwoke, who 
has written on China and Africa and their prospects for a new model of South-
South cooperation. He said African nations preferred the “nuance” of China’s 
loans, which are based on a “win-win philosophy”.

Those alternative terms have challenged IMF’s powers to set debt limits 
in Africa, and have been embraced by African countries. That “challenge” 

China offers large-size loans if 
reimbursement can be guaranteed 
by lucrative commercial projects.

Rebuilding: a construction site in Luanda, Angola  © panoramio / Wikimedia Commons
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The biggest loans have been offered to Angola, Ethiopia, Sudan, Kenya, 
Ghana and the DRC. By 2014 Angola had received $21,2 billion and the DRC 
$4,7 billion.

But fears are mounting that Africa is loading itself with the heavy debts 
arising from the huge loans. In its October 2016 Regional Economic Outlook 
for Sub-Saharan Africa, the IMF urged 
the right balance “between much-needed 
developmental spending and hard-
won debt sustainability”. It noted that 
while loan commitments by China have 
decreased in some sub- Saharan African 
countries since the spike in 2013, they 
have risen in others.

“The Republic of Congo and Mozambique saw official loans disbursed by 
China decrease by more than two-thirds in 2015 compared with 2014,” the 
IMF said. “In contrast, they were expanded significantly among countries of 
the East African Community (Kenya, Rwanda, Tanzania).”

According to David Dollar, a senior fellow at the Washington DC-based 
Brookings Institution, Africa can – with prudent management – increase its 
borrowing without raising the foreign debt to gross domestic product ratio.

“The trick for African countries is to find the middle ground between 
financing and debt. With improved institutions and policies, the typical 
African economy has been growing at a healthy rate of five to six percent per 
year in real terms since 2000,” he said in a 2016 study for the John L. Thornton 
China Center at Brookings, China’s Engagement with Africa From Natural 
Resources to Human Resources.

“Add in some modest inflation, and nominal GDPs are expanding at close to 
10% per year. Hence, there is significant potential to increase foreign borrowing 
without raising the foreign debt to GDP ratio at all.”   

In Africa, China’s “mixed-funding” is known to have first been applied 
in Angola. The southern African country turned to China after the IMF 
demanded tough reforms. Between 2004 and 2010, the war-battered country 
received some $10,5 billion from China’s Exim Bank, with its oil as collateral. 
What experts would later refer to as the “Angola mode” was replicated with 
modifications in the Democratic Republic of the Congo (DRC) in 2007, where 
China offered financing for a mining project and infrastructure construction.

Malm said both sides agreed that the infrastructure projects would only be 
financed as much as the mine – Sicomines, a joint venture between DRC and 
China’s Exim Bank – remained profitable enough to ensure repayment. That 
meant the total worth of the credit, interest rates and grace period of the loan 
were not fixed. A sovereign guarantee committed the DRC to full repayment of 
the loan – should the mine fail to generate enough profit – by 2032.

In her dissertation Malm showed that the IMF demanded the removal of 
sovereign guarantees before forgiving the DRC’s $12,3 billion debt. The DRC later 
agreed and also downsized the Sicomines agreement to $3 billion, Malm says. 

But her study also found that the IMF had manipulated its own assessment 
to portray the renegotiated loan as a low-cost and concessional loan, to meet its 
debt terms. “The IMF made this silent compromise because the political and 
economic importance of the Chinese loan made it impossible for the IMF to 
ask the DRC to downsize the Chinese loan even further,” Malm wrote in follow-
up research on China’s challenge to the IMF’s power in Africa, published by the 
Swedish Expert Group on Aid Studies in 2016.

A month after the DRC settlement, a bolstered Angola adjusted its 
agreement with the IMF too, making the limit placed on its non-concessional 

loan subject to review. By December 
that same year the IMF revised its 
debt limit framework, making it 
more flexible. In 2010, after the 
DRC and Angola’s successes, Ghana 
also turned to China for a $3 billion 
“mixed-funding” project. The first 
tranche of $850 million again defied 

the IMF’s debt limit of $800 million agreed with the country.
In recent years more African countries, including Nigeria, Zambia, Kenya, 

Mozambique, Uganda and Ethiopia have turned to China.
While individual countries do not always release details of the deals, the 

China-Africa Research Initiative said Chinese loans to Africa rose from            
$139 million in 2000 to $11 billion in 2012, and to $17 billion in 2013, before 
falling marginally to $16,6 billion in 2014.

Fears are mounting that Africa 
is loading itself with heavy 

debts from the huge loans.

Angola received ‘mixed-funding’ 
from China between 2004 and 
2010 for reconstruction with its oil 
as collateral.
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Ancient 
diplomacy China’s relationship with Africa

stretches back centuries, as 
far back as 138 BC.
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A pedestrian scene in a painting on ceramic tile, from 
a tomb near Luoyang in the Henan Province, dated to 
the Eastern Han  Dynasty (25AD-220 AD)
(Artist unknown)
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For old times’ sake: reviving China’s ties with 
Africa

As far as Sino-African researchers are concerned, Africa’s relationship with 
China is ancient history 

Looking back, to the future  
Yunus Momoniat

In 2002 South Africa’s Parliament unveiled 
a digital reproduction of a map – of China, 
the Middle East and Africa – that some 

speculated could be the first map of the African 
continent. The Da Ming Hun Yi Tu – the 
Comprehensive Map of the Great Ming Empire 
– was drawn up around 1389 during the Ming 
Dynasty, according to historian Hyunhee Park.

Park published Mapping the Chinese and 
Islamic Worlds, a book on cartography and 
the history of contact between China and the 
Islamic world from 700 to 1500 AD, in 2012. 
She reveals that Vasco da Gama, the first 
Westerner to round the Cape, was only able to 
reach India because his navigator, a Muslim 
from Gujarat in India, knew the routes.

Park says it was from Arab maps that 
Chinese cartographers developed their 
picture of the world, and maps of 
Africa existed before 1389. China’s 
relationship with Africa stretches back 
centuries – as far back as 138 BC says 
historian Li Anshan, who researches 
Sino-African relations. Anshan and Park 
are among very few in this emerging 
field, disabusing us of notions of China’s 
supposed ancient isolation. 

Anshan writes that indirect knowledge of Africa and trade with Egypt 
began during the Han Dynasty (206 BC to 220 AD). Trade between China and 
parts of Africa developed from then and intensified during the Tang Dynasty 
(618 to 907 AD), when China’s knowledge of Africa came from direct contact 
with the continent. 

Contact between Africans and Chinese became more frequent after 900 
AD and by the early 14th century, according to historian John Iliffe, “the 
international trading system stretching from Flanders to China, with Cairo at 
its core, was breaking down as the Mongol Empire disintegrated in Central 
Asia, leaving Egypt as a channel through which oriental goods passed to the 
increasingly dominant economies of Europe”. 

In 750 AD the Chinese did not 
have maps of the Islamic world, 
which included East Africa, says 
Park, but by 1500 both regions had 
produced quite detailed maps of each 
other’s territories. Both Arab and 
Chinese maps tended to depict Africa 
as triangular.

Some of the works of Jia Dan (730-805 AD), a scholarly official who enjoyed 
studying geography, have been preserved, and these describe a sea route from 
Guangzhou to the Persian Gulf via East Africa, a journey of six or seven weeks.

Between 1050 and 1150 China’s imports of African goods increased tenfold, 
according to Iliffe. From the east coast of Africa, ivory was the main export to 
eventually reach China. 

But a more ominous aspect of these exchanges was slavery. Many East 
Africans were taken to China by Arabs as slaves, and were described by the 
locals as “devil-slaves”, “wild men”, or “barbarian servants”, according to 
Anshan, and were treated “like beasts”. 

Much of our knowledge of Sino-African relations comes from official 
Chinese records. A compilation of these was made by the scholar Chang Hsing-
lang (1888-1951), titled Communication between Ancient China and Africa, 
and published in 1962. Archaeological evidence has also brought agreement 
among scholars. Stone paintings discovered in China in 1979 depict a giraffe. 
Tang pottery and coins found in Africa present the most direct evidence of 
Sino-African trade, and Tang clay figurines and paintings of Africans have 
been found in China.

More than 2000 examples of Tang artefacts were found at an archaeological 
site in Fustat, a southern suburb of Cairo that had become a centre for 
politics, commerce and pottery. Other artefacts were found in the Aizhabu 

Contact between Africans and 
Chinese became more frequent 

after 900 AD.

Statue of Zheng He, Gedung Batu Temple, Indonesia 
© 22Kartika / Wikimedia Commons
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port in northern Sudan, and Kenya’s Manda Island. 
Tang coins have also been unearthed in Zanzibar 
and Mogadishu.

It was the Mongols’ rule over China, Iran, 
Baghdad and other regions that made increased 
contact possible. The Mongols under Kublai Khan 
established the Yuan Dynasty, which lasted from 
1271 to 1368. Their cosmopolitan outlook allowed 
foreigners to settle in China, and encouraged the 
Chinese to embark on overseas travels.

One of the earliest accounts of these journeys 
was written by Wang Dayuan (1311-1350). He went 
on two expeditions, from 1330 to 1334 and 1337 to 
1339, to reach Malindi in Kenya, Kilwa Kisiwani in 
Tanzania, and possibly Mozambique – though some 
Chinese scholars have expressed scepticism about 
the last location. He produced a narrative based 
on extensive travel and information collected from 
first-hand interviews, called the Shortened Account 
of the Non-Chinese Island Peoples.

At almost the same time, but in the opposite 
direction, Ibn Battuta of Tangiers, Morocco, set out 
on his travels in 1325, a year after Marco Polo had 

died. He set his experiences down in The Travels of Ibn Battuta.
Travelling through the cities of Asia Minor (Turkey), he then crossed the 

Black Sea and there encountered the Great Horde, the Mongols. Arriving at 
the port city of Ts’wan-chow-fu, known as Zaitun to the Muslims, he saw about 
100 large junks and numerous smaller ones, and judged that Zaitun was the 
largest harbour in the world. Ibn Battuta saw much of the country, journeying 
from one trading post to the next, including Canton, before reaching Beijing, 
then known as Khanbaliq, the capital established by the Mongols.

His sensibilities made him anxious about the plight of Muslims in China, 
and he worried that they might not be free to practise their religion. “For all its 
magnificence, it did not please me,” he said of China. “I was deeply depressed 
by the prevalence of infidelity and when I left my lodging I saw many offensive 
things which distressed me ...”.

He was overjoyed when he met a Muslim jurist from a town neighbouring his 
in Morocco – a chance meeting that attests to the frequency of journeys to China.

A little later, the well-known expeditions of the eunuch Zheng He (1371-
1435) give us a sense of the scale of Chinese diplomacy. Zheng He, a mariner 

1414 Ming Dynasty painting of a giraffe 
with atttendant. Shen Du © Philadelphia 
Museum of Art

and diplomat during the Ming Dynasty (1368-1644), made seven expeditions 
to Africa from 1405 to 1433. In all, he led a fleet of 62 nine-mast treasure 
ships across the Indian Ocean, “each as large as a sizable village, and nearly 
two-hundred smaller vessels”, according to the testimony of his translator, 
Ma Huan. 

Zheng arrived in Kenya on the 
East African coast in 1418, and met 
the Sultan of Malindi. But officials of 
the military department destroyed 
records of his travels in 1480 to 
discourage eunuchs from repeating 
Zheng He’s success as part of a rivalry 
between officials and the eunuch clique favoured by the deposed emperor. 

These were mostly fleeting encounters undertaken for reasons of diplomacy 
and trade, and evidence of Chinese settling in Africa only begins later. During 
the Qing Dynasty (1644-1912), in 1654, three Chinese were taken from Batavia 
(now Jakarta) in Indonesia to settle in Mauritius. In 1660 Wang Shou, a prisoner 
of the Dutch East India Company, was shipped to the Cape of Good Hope. 

Chinese emigrated to East Africa in large numbers during the colonial period. 
Between 1850 and 1875, as many as 1,3 million Chinese arrived in colonies 
to work as indentured labourers, with a further 750,000 moving abroad to 
all parts of Africa over the next 25 years. These immigrants often became 
citizens of these countries, except when they were repatriated, as occurred 
in South Africa in the first decades of the 20th century, when pressure from 
white electorates in the Transvaal and the Cape introduced laws to prohibit or 
restrict Chinese immigration.

These early exchanges will be fleshed out as historians re-examine the 
history of globalisation, which we have been told began with the colonisation 
that the West initiated. From these encounters, we know that globalisation is 
a complex and many-sided process that distributes ideas, bodies, wealth and 
even poverty in an uneven and ever-contested terrain.   

Chinese emigrated to East Africa 
in large numbers during the 

colonial period.
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Solidarity: continental South-South cooperation

The Cold War and colonialism promoted Africa-Asia solidarity in the 1950s, 
but a new world order has fragmented both continents, with nations preferring 
individual bilateral relations

Can Africa and Asia get it 
together?
Shofwan Al Banna Choiruzzad

“       Yes, there has indeed been a 
“Sturm uber Asien” – and over 
Africa too. The last few years 

have seen enormous changes … 
The passive people have gone 
… The mental, spiritual and 
political face of the whole world 
has been changed, and the 
process is still not complete.” 
President Sukarno’s opening 
speech at the Asian-African 
Conference in 1955.

In 2015 Indonesia hosted the 60th anniversary commemoration of the 
Asian-African Conference. Jakarta put considerable effort into organising the 
event. But world interest did not compare to the attention given to the original 
Asian-African Conference.

The conference in Bandung from April 18-24, 1955, was held in the midst 
of the Cold War between the United States (US) and the Soviet Union. The 
Indonesian government had raised the idea for the conference in April 1954. 
Leaders of Indonesia, India, Pakistan, Burma, and Ceylon (now Sri Lanka) had 
met in December 1954, agreeing that they would jointly propose the conference. 
The US and its allies, fearing that countries in Asia and Africa would side with 
the Communist bloc, watched the developments in Bandung closely.

The Asian-African Conference was the first gathering of countries that were 
newly independent from centuries of colonial rule. They organised the event 

Indonesian President Sukarno, 1955  © Wikimedia Commons

without the involvement of external 
powers. Delegates from 29 Asian and 
African countries attended. China 
claimed that “imperialist powers” tried 
to sabotage the event, or at least China’s 
participation in it. The Chinese believed 
that the US was behind the Kashmir 
Princess incident, in which a chartered 
Air India airliner carrying delegates and 
journalists to the conference was bombed. 
However, indications that the Taiwanese 
were involved have since surfaced.

Despite the tension the conference produced a final communiqué laying 
out the direction of cooperation between Asian and African countries. In the 
document, countries pledged to build economic cooperation. They supported 
the struggle for self-determination by calling for the end of racism. In their view, 
racism was strongly connected to colonialism. They also unanimously adopted 
a declaration known as the Ten Bandung Principles (Dasasila Bandung).

Observers of the 1955 conference summed it up with the term “The Spirit of 
Bandung”. This captured the defiant 
mood of the newly independent 
countries amid the antagonistic 
rivalry between the US and the Union 
of Soviet Socialist Republics. It was a 
call for peaceful coexistence between 
nations, for freedom from hegemony 
of any superpower and any kind of 
domination by another country. It promoted solidarity with the poor, colonised, 
exploited and those weakened by the world order of the day.

The conference aimed to change the relationship between developing 
and developed countries. The new coalition aimed to resist the exploitation 
of former colonies under the new architecture of global politics that emerged 
from decolonisation. It brought together Asian, African and Latin American 
developing countries that shared a colonial experience and created a community 
of nations that refused to side with either of the Cold War blocs. This led to the 
establishment of the Non-Aligned Movement. 

An important concept introduced at the conference was the idea of the “right 
to development”. Developing countries that met at Bandung contributed to the 
establishment of the United Nations Conference on Trade and Development, 
a United Nations (UN) body responsible for dealing with development issues 

The conference aimed to 
change the relationship between 

developing and developed 
countries.

Bandung Conference, Indonesia, 1955
©  Wikimedia Commons
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through trade, in 1964. Many of the same countries, unsatisfied with the 
Bretton Woods monetary system, went on to push for a New International 
Economic Order in the early 1970s. 

Following the conference developing countries pushed for a Charter of 
Economic Rights and Duties, which the UN adopted in 1974. This charter 
acknowledges the importance of restructuring the world’s economy to allow 
developing countries greater participation. They also set up the South-South 
Cooperation, a UN framework for collaboration between developing countries, 
to ensure that developing countries were able to escape the fate of “dependency” 
in “North-South” economic relations.

The Asian-African Conference changed the relationship between developed 
and developing countries. It introduced the idea of a distinct “Third World” and, 
to some extent, successfully opened pathways to create institutions such as the 
Non-Aligned Movement and the G-77, a loose coalition of developing countries. 
The Bandung conference was made possible by specific circumstances in the 
1950s, especially the fact that many of the participating countries had recently 
been freed from colonialism. And as we have seen, it had some important 
consequences for the level of cooperation between states of the global South. 

However, it can be argued that most of the outcomes of Bandung have 
become less important for Asian and African countries today. We have a 
different situation now. 

The 1955 Bandung Conference centre is now a museum
© Wikimedia Commons

Then, two superpowers were engaged in the Cold War. Today, the Soviet 
Union no longer exists. The global liberal order is more or less institutionalised, 
though doubts about the global economic system are rising after the 2009-
2010 global financial crisis and the Eurozone crisis. And today, the concept 
of the “Third World” is no longer attractive. It has become a pejorative term, 
associated with poor and aid-dependent countries. Moreover, recent years 
on the two continents of Asia and Africa have seen their economies improve 
considerably. Most notably, for instance, China’s economic growth was -27,3% 
in 1961, while it was 6,8% in 2016, after more than a decade of spectacular 
growth that included a high of 15,4%. 

The question is whether the countries that came together in Bandung still 
share the solidarity of the 1950s. Even before the collapse of the communist 
Soviet Union, Asian and African countries began to align themselves with 
the US by integrating their economies with the global liberal order. Since the 
1980s, many have opened up their markets through policies such Vietnam’s 
Doi Moi economic reforms, which dealt with failures in that country’s central 
planning system, and Indonesia’s Pakto 88, which aimed to establish more 
competition in the country’s banking sector. 

The Non-Aligned Movement still holds regular meetings, but these are 
largely ceremonial. Developing countries in Asia, Africa and Latin America 
have tried to rejuvenate their solidarity, but with little success. In 2005, during 
the commemoration of the 50th anniversary of the Asian-African Conference, 
participants launched the New Asian-African Strategic Partnership (NAASP), 
co-chaired by Indonesia and South 
Africa. However, NAASP has failed 
to significantly increase levels of 
cooperation between the nations of 
the two continents. Some cooperation 
programmes – mostly seminars and 
capacity building – did run under 
NAASP but not at the level expected. 

Attended by 33 heads of state and representatives from 77 countries, the 
60th Asian-African Summit in Jakarta produced three documents: (1) The 
Bandung Messages; (2) Declaration on Strengthening the New Asian-African 
Strategic Partnership; and (3) the Declaration on Palestine. These documents 
stressed the commitments of the leaders to continue their efforts in building 
stronger cooperation between Asian and African nations. The leaders also 
insisted that the Spirit of Bandung was still relevant. “The world is still far from 
justice, and away from peace. Therefore, Bandung Spirit is still very relevant,” 
President Joko Widodo of Indonesia said. 

The 60th Asian-African Summit 
stressed the commitment of 

leaders to continue cooperation 
between Asia and Africa.
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Nevertheless, challenges remain. The initiatives identified by the 
Declaration on Strengthening the New Asian-African Strategic Partnership 
were dominated by “capacity building” programmes, with no significant 
impact on the development and the patterns of international cooperation of 
the developing countries.  

Establishing a distinct Asia-Africa cooperation platform after the end of 
the Cold War is, it emerges, quite a task. Asian and African countries today 
are not very excited about creating a platform to connect nations from the 
two continents. Unlike in 1955, there is no binding narrative to unite these 
countries. Memories of colonialism are fading.  While still lumped together as 
“developing countries”, Asian and African nations have grown out to different 
stages of development. Some are economic giants, while others are Lilliputians. 

The absence of a shared narrative has made Asian and African countries 
reluctant to develop NAASP seriously. For example, the African Union and the 
New Partnership for Africa’s Development rejected South Africa’s suggestion 
to include NAASP on their agendas. 

Asia’s major powers are not interested in developing this platform either. 
Beijing prefers to develop economic cooperation with African countries 
through bilateral agreements. Developing a new multilateral institution is 
costly and, due to the differing interests of members, complex.  Other Asian 
powers, such as India and Japan, have similar stories. Only Indonesia is willing 
to pay the cost for the NAASP. But Jakarta does not have the clout to provide 
a “hegemonic stability”. 

Despite those obstacles, there are ways to make the legacy of Bandung 
fruitful in ways that go beyond “capacity building” programmes.  

First, Indonesia needs to convince major powers in Asia and Africa to be 
willing to play their part in building the NAASP. The growing rivalry between 
China and Japan in the Association of Southeast Asian Nations (ASEAN) 
region could provide Jakarta with a bargaining chip for the cause.

Second, rather than developing NAASP as a new institution, Asian and 
African countries could start by connecting regional initiatives – such as 
ASEAN and the Common Market for Eastern and Southern Africa, the South 
African Development Community or the East African Community – in Asia and 
Africa. The NAASP could also act as a hub or a clearing-house of cooperation 
between Asian and African countries. 

These approaches might reduce the cost of institutional building and make 
the agenda of “advancing South-South cooperation” attainable.   

This article is a composite of two separate articles published by The Conversation.
The material is republished here with the author’s permission.
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Ghost cities: Africa’s moving in

While new metropoles sprouting across China remain empty, those they’ve built in 
Angola are housing the African nation’s growing middle class

Big city life
Michael Schmidt

China’s construction boom has 
seen spanking new “ghost cities” 
sprout up across China in an 

effort to boost GDP. And fears that 
it would also leave similar Chinese 
metropoles littered across Africa have 

been somewhat laid to rest by the rise 
of an African middle class. 

The first two Chinese-built cities in 
Africa are in Angola and South Africa: of 
the estimated one million Chinese who 
have settled on the continent, 259,000 

The near-empty Chinese-built city of Kilamba in Luanda Province, Angola in 2011
© Wikimedia Commons
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dignitaries as a social 
housing f lagship 
project. Yet in July 
2012, “two months 
before the official 
completion of the 
project ,  Ki lamba 
Kiaxi was labelled a 
‘ghost city’ by local 
and international 
media, as the private 
company … hired by 
Sonip [Sonangol Estate 
Company] to manage 
the sales set the unit 
prices very high”. 

Dr Jyh Jong Hwang from the China-
Africa Research Initiative (CARI) at 
John Hopkins School of Advanced 
International Studies in the US, told 
Africa in Fact that “Complementing 
their [Bénazéraf and Alves’] research, 
CARI were able to find ICBC statements 
verifying their financing for the project, 
as well as the Sonangol 2014 Annual 
Report and Accounts listing a $2,5 
billion loan from ICBC that they are 
already repaying. This amount is … 
reported to be $3,5 billion by other 
sources, but we at CARI believe that 
that amount was reduced later to the 
$2,5 billion in Sonangol’s annual report. 
According to this report, the loan had a 
96-month (eight-year) maturity.”

In February 2013 President José 
Eduardo dos Santos ordered the price 
for a three-bedroom apartment in 
Kilamba to be reduced from $125,000 
to $70,000. “Kilamba suddenly became 
Luanda’s most accessible property 
market. Hundreds of applicants queued 
for days outside the offices of Sonip,” 
said Dr Chloé Buire from the Laboratoire 

les Afriques dans le 
Monde in France. 
“Demand was so great 
that Sonip had to 
suspend transactions, 
having reportedly 
sold 18,000 units 
in Luanda’s ‘New 
Centralities’ ... In 
July 2015, official 
news announced that 
Kilamba was now 
home to some 80,000 
inhabitants.  The 
typical resident is a 
thirty-year-old, well-

educated Luandan, employed in the 
formal sector, often with a young family.”

Buire told Africa in Fact that the 
new cities had experienced numerous 
problems, including the lack of a 
coherent Angolan development 
masterplan, a mortgaging system, 
variable construction quality, and a 
two-hour drive to Luanda on crowded 
and potholed roads, but they shifted 
Luanda’s centre of gravity towards the 
suburban periphery: “The retail spaces 
used to be empty, but now there are a 
lot of little cafés and a nice social life, 
with sports amenities and basketball 
courts really being used.” But chaotic 
payment arrangements under the rent-
to-own scheme had some renters start to 

The new cities have experienced 
numerous problems, including 

lack of a coherent Angolan 
development masterplan.

‘There has been a large and 
simultaneous expansion of  
housing subsidy programs in 
many developing economies.’  

live in Angola and 350,000 in South 
Africa, according to Adjunct Prof. Yoon 
Jung Park from the African Studies 
Program at Georgetown University in 
Washington DC.

In a 2016 report for Habitat 
International, a number of United States 
(US) academics led by Robert M. Buckley 
wrote: “Over the past decade there has 
been a sudden, extraordinarily large, and 
simultaneous expansion of multi-billion 
dollar housing subsidy programs in many 
developing and emerging economies. All 
of the so-called BRICS – Brazil, Russia, 
India, China, and South Africa – as well 
as Angola … the Democratic Republic 
of Congo, Ethiopia [and] Rwanda –  
have initiated new large-scale housing 
programs.” 

China’s strangest ghost city, Ordos 
Kangbashi, sprang up implausibly in 
the Inner Mongolian desert in 2002. 
Designed to cater for two million people, 
by April last year Kangbashi had only 

100,000 residents, and it had not yet 
even been recognised as a city by Beijing. 
Analysts say that provincial governments 
built the ghost cities mainly to drive up 
their contribution to GDP. At the time of 
building Kangbashi, some 400 million 
Chinese lived on less than $2 a day, 
according to data available from the 
World Bank. 

China’s largest construction projects in 
Africa are the five “new cities” in Angola 
around Luanda: Kilamba (by CITIC 
Construction for $3,5 billion); Cacuaco (by 
China Tiesiju Civil Engineering for $704 
million); and Capari, Zango, and Km 44 (by 
China Guangxi International Construction 
Engineering for $294 million, $184,8 
million, and $82,7 million respectively). 
(The figures, cited by Dr Sylvia Croese 
of the University of Cape Town in a 
2016 study, are for the engineering, 
procurement and construction contracts, 
excluding the project management and 
monitoring contracts.) Situated 20 km 
outside Luanda’s CBD, Kilamba was the 
first to turn sod; it was designed to house 
500,000 people in 750 apartment blocks 
serviced by 12 schools and more than 100 
retail units.

“The project was taken over in 2008 
by CITIC Construction, a subsidiary 
of the state-owned CITIC Group, 
and financed by the Industrial and 
Commercial Bank of China (ICBC),” Dr 
Ana Alves, from the Global Powers in 
Africa Programme at the South African 
Institute for International Affairs, wrote 
in an April 2014 policy briefing, with the 
Sorbonne’s David Bénazéraf.

“The pay-out of the Chinese loans 
is structured to bypass the Angolan 
government, with the Chinese banks 
paying the Chinese construction 
firms [CCFs] in China directly. 
The reimbursement of the loans is 
guaranteed by oil sales to Unipec, the 
trading subsidiary of the Chinese oil firm 
Sinopec. Angolan oil is not used directly 
for the payback, but as the collateral 
servicing the loans.”

Bénazéraf and Alves reported that 
Kilamba was shown off to visiting 

Angolan president, José Eduardo dos Santos  
© GGA
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There were fears that Kilamba  
and other satellites would remain 
phantom metropoles because of 
the tiny Angolan middle class.

vacate the cities in November last year 
she added.

There had been fears that Kilamba 
and the four other satellites would remain 
phantom metropoles because of the tiny 
Angolan middle class. Buckley et al. 
calculated Angolans would have to have 
an annual household income of $40,000 if 
they were not to require a subsidy. But the 
outcome has been different from what had 
been expected. “Kilamba helped to create 
the middle class,” said Buire. “I define it 
qualitatively, not by how much you earn: 
[rather] young Angolans who could move 
out from their parents’ place and have 
social autonomy. That, Kilamba allowed, 
and created it on a big scale, so it created 
a class and gave them the same trajectory. 
There is no uniformity of people: those 
who got it through being public servants, 
people who put money down to get the 
flat, some who knew the right people … 
So there is a big social mix.”

Croese says “measures to enhance 
Kilamba’s connection to the inner city, 
where many residents still work, through 
improving public transport, which 
would involve … the construction of a 
bus rapid transport network, have only 
recently been introduced”. She noted 
that “although limited in inclusiveness” 
the former ghost city has “undoubtedly 
benefited more than a narrow elite, as 

measured by … the full occupation the 
City of Kilamba”.

In South Africa, with an established 
bond market and a vibrant black middle 
class, China’s Shanghai Zendai has 
purchased a 16,000 ha plot to the east 
of Johannesburg. For an estimated 
$6,2 billion, it plans to build a city here 
for 100,000 residents over the next 
15 to 20 years. But unlike in Angola, 
Modderfontein New City is a private 
venture that will feature a mixture of 
social and market-driven housing. Its 
masterplan, designed by the Atkins 
Group, is integrated into Johannesburg 
and Ekurhuleni’s spatial development 
frameworks.

China’s sky-scraping rival to 
Manhattan, the $50 billion Yujiapu 
district in the northern city of Tianjin, was 
officially put on hold last year and stands 
empty, its skyline dotted with immobile 
cranes. But Margot Orr, an urbanist and 
masterplanner at Atkins, told Africa 
in Fact that Modderfontein – billed as 
“Africa’s Manhattan” – would develop in 
phases; “a … strategy that takes on board 
the appetite of the market”. 

The important thing, she concluded, 
is to ensure that all the key infrastructure 
is in place “to enable a ‘flexible’ 
development with varied financing 
and investing options emerging over 
time. We will move at a pace that is 
appropriate for Johannesburg …”.   
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Lesotho: transshipping central

Chinese and Taiwanese textile and apparel factory owners have exploited an 
AGOA loophole, creating jobs in Lesotho and funnelling most profits back home

Asia’s AGOA fronting
Sechaba Mokhethi

Taiwanese and Chinese investors have brought jobs to Lesotho’s ailing 
economy, creating an estimated 40,000 direct jobs in the textile and 
apparel industry. It is against this backdrop that Marethabile Molato 

left the rural areas of Mantšonyane in 1998, travelling about 200 km to seek 
employment in the kingdom’s capital city, Maseru. 

Despite having no skills she was employed by a Taiwanese-owned company, 
which produced jeans, in the Thetsane Industrial Area. She received training 
on stitching seams on jeans and this has been her sole task for the past 19 years. 
“What I am doing now is the only thing that I know. I would prefer learning to 
sew a complete pair of trousers so that I 
would be able to start my own business 
upon exiting the factories,” Molato tells 
Africa in Fact.

She earns about $108 each month, 
which has to cover her son’s school 
fees, transport, food, rent and other 
basics. Molato says she has no choice 
but to work at the factory because she 
can’t find alternative employment. She 
is also worried about her health, saying 
the workers spend more than 10 hours 
each day standing on bare cement floors 
in the cold factory shells where there 
is no heating. “We also have to endure 
working in a too congested environment, 
very hot in summer due to lack of proper 
ventilation and air conditioning and we 
consistently inhale dust.” 

Marethabile Molato and her children  Image supplied
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operated by Chinese or Taiwanese investors, according to the association. The 
latter two nationalities cooperate well in Lesotho’s manufacturing sector yet 
their countries, China and Taiwan, officially have no relations.

“Taiwanese working more than 10,000 km from home would find it totally 
sensible and practical to seek protection and support from China’s diplomatic 
resources,” says Moeketsi Majoro, a former executive director for the 
International Monetary Fund (IMF). “Likewise, a country claiming sovereignty 
over both China and Taiwan would find it quite sensible to extend its support 
and protection.” 

These two groups have shown reluctance to share their skills with the 
Basotho (the people of Lesotho). “The transfer of skills or technology has 
remained limited over the last two decades, as most of the high-value and 
management functions are based abroad,” explains Moshe Kao, an independent 
trade development consultant.

AGOA clearly benefited the Asians and most of their profits are sent to 
their home countries. Researchers on Lesotho’s textile and apparel exports, 
Lorenzo Rotunno, Pierre-Louis Vézina and Zheng Wang said: “AGOA exports 
were in fact Chinese exports aimed for the US but transshipped through 
AGOA countries.” They add that Chinese 
and Taiwanese firms in Africa offer 
only assembly, packaging, and shipping 
services, while their Asian headquarters 
generate orders, design the clothes, and 
send fabric to Africa. (See Figure 2). 

The proliferation of raw materials from 
China drastically increased Lesotho’s 
imports, eventually outweighing exports. 
This weakened Lesotho’s balance of 
payments, rolling back AGOA-related 
gains. According to a 2013 report on 
foreign trade statistics by the Bureau of Statistics, the kingdom has recorded a 
lingering trade deficit peaking at around -R14 million in 2013.

Feng Fu Lung, the owner of Sun Textiles, also in Thetsane, says Lesotho has 
been stuck in “cut, make and trim” mode for a long time. He has recommended 
a knit fabric mill, so local textile firms don’t have to shell out to import raw 
materials.

Joshua Setipa, Lesotho’s trade and industry minister, has since signed a $20 
million agreement with the China-based Nien Hsing Group in November 2016 
for the construction of two knit apparel factories to stop expensive imports. 
But this might not be enough to revive the kingdom’s apparel and textile 

Figure 2: The textile and apparel chain
Source: Constructed from research findings of Lorenzo 
Rotunno, Pieere-Louis V’ezina and Zheng Wang, on the rise 
and fall of (Chinese) African apparel exports in August 2012

Dr Llang Maama, a programme manager at the National Tuberculosis 
Controllers Association, ascribes the high rates of lung infections among 
factory employees to their work environment. Molato fears she could fall ill 
too if she can’t find a way out. 

Unlike Molato, 30-year-old Mathapelo Mojau, who works for a Chinese-
owned factory in the Thetsane Industrial Area, found some financial security 
when she became a factory worker five years ago. She had been a fruit vendor 
on the streets of Maseru, but regularly ran at a loss as her stock often decayed 
before it could be sold.

“Working at the factories is a relief now because I don’t have to buy stock and 
neither do I have to worry about running losses because I have the assurance of 
a monthly salary,” she said. But Mojau’s salary doesn’t stretch very far; it does 
not cover the educational needs of her three daughters. To fill the gap, Mojau 
normally borrows from co-workers’ informal saving schemes and loan sharks, 
“where we get ripped off 30% interest per month”. 

Through their jobs, Mojau and Molato said, they have access to workplace 
programmes that provide them with health education, subsidised health 
services, and free tuberculosis treatment.

The rise in employment in 
Lesotho’s apparel and textile 
industry hinges on a piece of US 
legislation – the African Growth 
Opportunity Act (AGOA) of 2001 
– which provides beneficiary 
countries with duty- and quota-
free access to US markets. The 
legislation attracted investments 
from China and Taiwan, and the 
subsequent inflow made Lesotho 
the largest sub-Saharan Africa 

exporter of garments to the US market (See Figure 1). According to the Lesotho 
Textile Exporters Association, in 2008 some 30% of sub-Saharan Africa 
garment exports, by value, were from Lesotho.

Chinese and Taiwanese factories pay $60 million a year in salaries and this 
money circulates through Lesotho’s economy, supporting a range of other 
small businesses. It also accounts for approximately one third of the country’s 
GDP. Lesotho has around 43 factories exporting textiles and apparels to the US, 
according to the Lesotho Textile Exporters Association. Three are owned by 
Basotho, with one former factory owned by former minister of finance, Timothy 
Thahane, said to have collapsed. In all, less than 10% of the factories are not 

Figure 1: 2014 Imports of AGOA
(Value of each country’s exports is in USD)
Source: Constructed from analysis by Congressional Research 
Service Imports for consumption data from US International Trade 
Commission data web



Asia’s AGOA fronting

AFRICA IN FACT  | ISSUE 41120

industry. The political 
climate, job losses because 
of smaller orders from 
the US, and a crippling 
depression in the industry 
are likely to hamper the 
country’s economy. The 
workers’ futures, already 
looking bleak, will be 
further affected by whether 
Lesotho remains eligible 
for AGOA. 

The country’s continued 
participation in AGOA 
rests on benchmarks set 
by the US. These include 

reforms on the constitution and in the public sector. A sticking point however 
may be that Lesotho account for what has been described as an attempted coup 
– the army says it was a normal military operation – in 2014. 

Correspondence between the US government and Lesotho followed, with 
the Americans insisting that Lesotho accounts for the incident. In early 2016 
pressure mounted on the Lesotho government following a Southern African 
Development Community commission of inquiry into the murder of former 
army commander, Maaparankoe Mahao, shot by junior officers in June of 2015.

The inquiry’s recommendations included removing Lieutenant General 
Tlali Kamoli as head of the army, thorough investigations into Mahao’s 
death, and amnesty for detained mutiny suspects. The US tacked on these 
recommendations to its benchmarks for Lesotho’s AGOA eligibility.

On 17 January, Michael Froman, then US trade representative, warned 
Setipa to meet all the benchmarks or face a review that might lead to Lesotho’s 
eviction from AGOA. 

Despite the threat of eviction, Setipa has issued assurances that the country’s 
apparel and textile industry remains steadfast, but Molato is concerned that her 
job and others’ might be at risk if the government does not move to save them.  

Molato and Mojau say there have already been retrenchments because of 
dwindling orders from the US. Production has also slowed, and the job losses 
started as early as March 2016. 

Neither can do more than hope for the best as the two governments square 
off; but in the meantime Chinese and Taiwanese factories continue churning 
out Asian exports through the AGOA loophole.   

Johnson Manufacturing workers sewing overalls at the Matputsoe
Industrial Area    Image supplied
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