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Abstract of Thesis

Cooperation and Competition between China and U.S. in Africa

In this article, both China and the United States’ activities in 54 African countries,
especially in certain important areas: development aid, security and economic activities
were reviewed and analyzed. Two conclusions were made: first, to achieve cooperation
between America and China, communication mechanisms/platforms are required in three
areas: human development, regional security, and technology transformation. Second, in
five areas, state development; navy and military expansion; currency for circulation,
settlement, and reserve; mineral and raw material extraction; and conflict prevention and

building political stability, the competition is not as furious as assumed.
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Introduction

The continent of Africa has been traditionally viewed as both blessed and cursed:

with lavish natural resources whereas the population was in significant poverty and

turbulence. According to US Energy Information Administration (2013), Africa has 8%

of world oil reserves (Appendix Figure 1); according to International Atomic Energy

Agency (2014), Africa has 23% of world identified Uranium deposits and 18% of

Uranium production in 2012 (Appendix Figure 2 and 3); besides, Africa is also rich in

natural gas, platinum, nickel, bauxite, cobalt, gold, and diamonds. In 2008, Africa

produced about 483 tons of gold, or 22 percent of the world’s total production, and 55

percent of the world’s diamonds.

Contrary to its richness of natural resources, African population in general is in

long-lasting poverty and conflicts: For example, in 2012, 388.8 million Sub-Sahara

Africans, or 42.7% of Sub-Saharan population was living on less than $1.9/day

(Appendix Figure 4); In 2013, there were 16 ongoing armed conflicts in Africa

(Appendix Figure 5); as by 2016 March, out of 16 current UN peacekeeping operations, 9



operations was based in Africa

(http://www.un.org/en/peacekeeping/resources/statistics/factsheet.shtml).

This turbulence is partially caused by the lack of development in the region, but also

is because many states outside of the continent have competed in the continent and

fighting for natural resources, economic interests, ideological preference and political

influence. The conflicts over various interests among local actors which are fuelled by

foreign states are the main causes of instability of the continent. Furthermore, due to its

geographic position, Africa also becomes a frontier of the western sphere meets the

eastern sphere as well as Christianity meets Islam. The clashes on culture and religion

worsened the security situation in Africa. During the post-colonial era, regime changes in

Africa is more frequent than most of the world.

However, in the past twenty years, despite the instability, economic and human

development in Africa is still significant: from 1990 to 2013, the population of

Sub-Saharan Africa grew from 508.2 million to 947.4 million (The World Bank, 2015).

Besides the absolute increase of population, the new middle-class is rising in the area,

151.4 million or 27% of the population in 1990 with a further surge to 196 million in

2000 and a dramatic increase to 313 million in 2010 equating to 34.3% of the population



(African Development Bank, 2011). Furthermore, 62% of the population in Africa is

under age 25 (Deloitte, 2012) and 70% of the population is under the age of 30. “The

youngest continent”, as Ban Ki-moon said on Africa Day, 25 May 2011. According to the

World Bank report “Poverty in Rising Africa” (2016), the poverty reduction is convincing

as well: The proportion of people in poverty in most of the African region (Sub-Saharan

Africa) fell by almost half between 1996 and 2012 (Appendix Figure 6). Regarding

economic growth, 7 of the 10 fastest growing economic entities in the world are African

(Deloitte, 2012) and the average GDP growth rate is 4.4% in Sub-Sahara Africa in 2013

and 2014.

In sum, Africa has become more and more crucial as a natural resources supplier, as

a hotspot zone of various conflicts and as a new growing point of world economy and

development.

As two major powers in the world, China and the United States have deeply

involved into the African region and played more and more important roles in its

development and stability. Both countries have common interests in Africa: cultivating

customer markets and maintaining regional and global security. Meanwhile, both

countries also have competitive interests in Africa: natural resources and political



influences. Furthermore, due to differences in bureaucracies and behavioral modes,
misunderstanding and lack of communication, China and the United States had some
unnecessary hostility and lost some opportunities for mutual benefit and win-win
outcomes.

This article aims at reviewing and analyzing both China and the United States’
activities in Africa, especially in certain important areas: development aid, security and
economic activities, and further proposing on how these two countries can improve their
performances in Africa through cooperation, avoiding unnecessary competition and

encouraging healthy competition.

Chapter 1 Review of U.S. and China’s Activities in Africa

1.1 Review of U.S. Activity in Africa

Foreign Aid

The United States has provided abundant official development aid since the 1960s
when Africans formed independent countries from their previous colonies. As part of
American foreign policy, American aid to African countries always serves and reflects the

American interests in the continent. According to Ted Dagne (USCRS, pp. 1, 2011), U.S.

4



development aid to Africa reached a peak in 1985 in a context of competing for political

influences with the USSR globally and then fell during the Post-Cold War era. After

being maintained at a relatively low level for more than 10 years, U.S. aid to Africa

started to increase again in 2001 to “fulfill the agenda of ‘compassionate conservatism’

and the pursuit of new supplies of oil” (Smith, 2004) and as a response to China’s

progressively active involvement in Africa, according to a research from RAND

(Hanauer, 2014) (Figure 1.1).

Figure 1.1 U.S. Aid to Africa 1996-2013

source: aiddata.org
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Besides the absolute value increasing, the structure and channels of official

development aid to Africa adjusted and reshaped over time as well: Currently, there are

over 20 different U.S. Government agencies responsible for either funding or executing

U.S. direct/bilateral foreign assistance activities in Africa. Of which, U.S. Agency for



International Development (founded in 1961), Peace Corps (founded in 1961), U.S.

African Development Foundation (founded in 1980), Millennium Challenge Corporation

(founded in 2004), Department of State, Department of Agriculture, and Department of

Defense represent approximately 90% of all U.S. foreign assistance in Africa

(http://beta.foreignassistance.gov/).

Various new presidential initiatives also reflected varied priorities: for example, the

President’s Emergency Plan for AIDS Relief (PEPFAR), the Africa Education Initiative

(AEI) and the Congo Basin Forest Partnership (CBFP) (launched in 2002) by President G.

W. Bush; and The Women’s Justice and Empowerment Initiative which aims to

strengthen African governments’ capacity to effectively deal with gender-based violence

and provide support to the victims by President Obama.

As regards U.S. aid distributed from multilateral institutions, the World Bank, IMF,

African Development Bank (ADB), African Union and United Nations are main

organizations that receive U.S. resources based on their respective missions and specific

activities.

According to US foreign aid practical classification, development aid was divided

into 7 categories, and each category has various sectors respectively (Table 1.1).


http://beta.foreignassistance.gov/

Table 1.1 Development Aid Categories

Categories

Sectors

Democracy &

Governance

Civil Society; Good Governance; Political Competition and

consensus-building; Rule of law and human rights.

Economic

Development

Agriculture; Economic Opportunity; Private Sector Competiveness.

Education &

Social Services

Basic Education; Social Assistance.

Environment

Health

Family Planning and Reproductive Health; HIV/AIDS; Malaria;

Maternal and Child Health; Nutrition; Pandemic Influenza and other

Emerging Threats; Tuberculosis; Water Supply and Sanitation.

Humanitarian

Assistance

Peace & Security

Conflict Mitigation and Reconciliation; Stabilization Operations and

Security Sector Reform.

Case Study



To better understand the movement and structure of U.S. aid to African countries, 15

countries® from Sub-Saharan African area were chosen and information of

USAID-funded programs in those countries (2011 and 2014) were gathered (Figure 1.2

and Figure 1.3).

Figure 1.2 USAID Spending on 15 African
Countries in 2011 (Million USD)
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Figure 1.3 USAID Spending on 15 African
Countries in 2014 (Million USD)
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From the figures, three facts were observed: 1) the distribution of funds on 7

categories is relatively stable over years despite the absolute values increased over time;

2) more than half of funds go to the health category; and 3) only 6.96% (2011) and 3.54%

(2014) of funds was allocated to the democracy and governance category; furthermore,

not only the percentages dropped from 2011 to 2014, the absolute values of funds of the

democracy and governance category dropped as well (Appendix Table 1 and Table 2).

These data reflected a clear inconsistency between USAID foreign aid practice and its

objectives and priorities: “The United States has identified a number of strategic

objectives that shape U.S. aid to Africa. These priorities are to enhance strategic



partnerships; consolidate democratic transitions; bolster fragile states; strengthen regional
and sub-regional organizations; enhance regional security capacity; strengthen African
counter-terrorism cooperation and capacity; stimulate Africa’s economic development
and growth; implement presidential initiatives; and amplify humanitarian and
development assistance programs.”(CRS RL33591, 2011).

This statement of the strategic objectives and priorities of U.S. aid to Africa was
originally expressed by USAID in 2006 (USAID, 2006), the largest U.S. foreign aid
manager, and then appeared in various files and articles, for example: these priorities was

described as “a principle known as ‘transformational diplomacy’”” in Summer Seminar on
World Affairs 2010 hold by World Affairs Council of Pittsburgh (2010). These strategic

objectives and priorities were stated as important guidelines for USAID when providing

foreign aid to Africa, however, the actual practice did not reflect these priorities in order.

Security

Just like the U.S. aid to Africa dropped during the Post-Cold War era, the priority
level of the security situation in Africa was low to Americans in the 1990s. The tendency

of withdrawing from the continent intensified after the 1993 Black Hawk Down Incident

10



in Somalia®. In 1994 Rwanda Genocide, the reluctance of involvement reflected the U.S.
government’s concern about sending American citizens and risking their lives abroad.
This omission of action was criticized domestically and globally. In 1998, the U.S.
embassies in Kenya and Tanzania were attacked by terrorists. After that, American
government re-adjusted its security policy towards Africa and allocated more resources to
anti-terrorism, anti-piracy, and peacekeeping and conflict prevention activities in the
region. The U.S. military helped its local partners to construct military bases, engage in
the security cooperation, provide training exercises, provide advisory opinions, and
conduct special operations missions.

The Bush Administration’s National Security Strategy of 2002 reflected a need for a
more focused strategic approach toward the continent: “In Africa, promise and
opportunity sit side by side with disease, war, and desperate poverty. This threatens both
a core value of the United States—preserving human dignity—and our strategic
priority—combating global terror.” The 2006 National Security Strategy went further,

identifying Africa as “a high priority” and “recognize that our security depends upon

2 Black Hawk Incident happened in Somalia, US troops were ambushed on October 3, 1993, while trying to capture
the warlord Mohammed Farah Aidid. Two Black Hawk helicopters were shot down and 18 troops killed in the fierce
firefight that followed, which is the worst for the US military since the Vietnam War. Those events led to the US
withdrawing from Somalia.

11



partnering with Africans to strengthen fragile and failing states and bring ungoverned

areas under the control of effective democracies.” The Obama Administration’s first

National Security Strategy, issued in 2010, stresses the need to “embrace effective

partnerships” on the continent, highlighting a number of priorities, including “access to

open markets, conflict prevention, global peacekeeping, counterterrorism, and the

protection of vital carbon sinks.” (The National Security Strategy of the United States of

America, 2002, 2006, 2010)

A new initiative, Africa Command, was begin in 2007 and focused on security issues

in the African region. United States Africa Command, (U.S. AFRICOM) is one of six U.S.

Defense Department's geographic combatant commands and is responsible to the

Secretary of Defense for military relations with African nations, the African Union, and

African regional security organizations. U.S. AFRICOM is responsible for all U.S.

Department of Defense operations, exercises, and security cooperation on the African

continent, its island nations, and surrounding waters. Its mission is, with partners, to

disrupt and neutralize transnational threats, protect U.S. personnel and facilities, prevent

and mitigate conflict, and build African partner defense capability and capacity in order

to promote regional security, stability and prosperity

12



(http://www.africom.mil/about-the-command).

Currently, the U.S. has only one permanent military base in Africa: Camp

Lemonnier in Djibouti. However, some journalists and observers claim the U.S. has more

facilities which have performed as military bases in the continent but under different

titles. For example: forward operating sites or FOSes (long-term locations), cooperative

security locations or CSLs (which troops periodically rotate in and out of), and

contingency locations or CLs (which are used only during ongoing operations) (Nick

Turse, 2015).

Case Study: U.S. Activity Against Boko Haram in West Africa Region

Boko Haram launched military operations in Nigeria in 2009 and has rebranded

itself as the Islamic State West Africa Province (ISWAP) since pledging allegiance to the

Islamic State militant group (ISIS) in March 2015. According to the BBC, its six-year

insurgency has led to the deaths of some 17,000 people (Conor, 2016).

In October 2015, the U.S. sent up to 300 troops and surveillance drones to

Cameroon to help West African countries fight against Boko Haram extremists. The

deployed personnel invited by the Cameroon government will support ISR (intelligence,

surveillance, and reconnaissance) flights being conducted in the area. US officials said

13



the troops would provide intelligence to a multinational task force being set up to fight

Boko Haram and composed of troops from Nigeria, Niger, Cameroon, Chad and Benin

(Aljazeera, 2015).

Late 2015, the Nigeriam government led by President Goodluck Jonathan canceled

a training mission carried out by U.S. Army Special Forces after Washington persuaded

Israel to call off a planned sale of Cobra helicopters to Nigeria. The interruption of this

sale made the Nigeria government question the motive of the U.S. military assistance.

In January 2016, the U.S. consulate in Lagos announced that it was donating the

mine-resistant, ambush-protected (MRAP) vehicles, worth a total of $11 million to the

Nigerian government led by newLl elected President Muhari. U.S. Department of State

spokesperson Temitayo Famutimi said that the donation “represents part of the

continuing U.S. commitment to Nigeria and its neighbors to counter Boko Haram’s

senseless acts of terror and promote regional security.”

Economic Activities

In 2014, President Obama organized the first the US-Africa Leaders Summit. The

Summit, the largest event any U.S. President has held with African heads of state and

14



government, built on the President’s trip to Africa in the summer of 2013 and aimed to

strengthen ties between the United States and one of the world’s most dynamic and

fastest-growing regions. The first summit was held in August 2014. It aimed at advancing

the Administration’s focus on trade and investment in Africa and highlighting

America’s commitment to Africa’s security, its democratic development, and its people

(https://www.whitehouse.gov/us-africa-leaders-summit). While it was agreed that the

Africa Leaders Summit was a signal of the changing tone of U.S.-African relations, the

actual achievements of the summit are yet to be determined.

There are only 9 Bilateral Investment Treaty (BIT) currently in force between the

U.S. and African countries (Table 1.2). 7 of these treaties date back to the last century.

This lack of investment treaties partially reflects a neglect of African market by both the

U.S. government and the Congress. The BIT was usually signed to protect investors in a

risky business environment from expropriation, political riots and etc., and to assure the

host countries of the investors’ commitment. The lack of BIT between the U.S. and

African countries discourages investors in America and notably results in a reluctance

to invest in Africa by small U.S. investors who are more vulnerable when dealing with

business and political risks in Africa.

15
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Table 1.2 BIT between the U.S. and African countries

Country Date of Signature Date Entered into Force
Cameroon February 26, 1986 April 6, 1989
Congo, Democratic Republic of |August 3, 1984 July 28, 1989

the (Kinshasa)

Congo, Republic of the February 12, 1990 August 13, 1994

(Brazzaville)

Egypt March 11, 1986 June 27, 1992
Morocco July 22, 1985 May 29, 1991
Mozambique December 1, 1998 March 3, 2005
Rwanda February 19, 2008 January 1, 2012
Senegal December 6, 1983 October 25, 1990
Tunisia May 15, 1990 February 7, 1993

U.S. FDI projects in Africa reached its peak of $10.42 billion net flows in 2009 and

the U.S. remained the second largest investor behind the United Kingdom in 2013.

Moreover, in 2013, President Obama launched the US$7 billion ‘Power Africa’

16
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investment initiative as a potential trigger for further significant US investment in Africa.

In August 2014, two of the largest private equity firms in the US, the Blackstone Group

and the Carlyle Group, separately formed strategic partnerships with Dangote Industries,

the African industrial conglomerate, to invest in sub-Saharan Africa (Parkers, 2014). The

top destinations for U.S. FDI flow in the region are Nigeria (37 percent), South Africa

(17 percent) and Mauritius (16 percent). The U.S. FDI was concentrated 58% in mining

and extractive industries, 12% in finance and insurance, 5% in manufacturing and 25% in

other industries in 2011 (Copley, 2014)

Regarding trade between the U.S. and Africa, as Figure 1.4 showed, 1) exports from

America to the African countries slowly increasing with fluctuation until 2014 and 2)

imports from African countries to America significantly dropped after 2011 (data source:

https://www.census.gov/foreign-trade/balance/c0013.html). The main reason for the fall

in imports is America has purchased less crude oil from the region after 2010. For

example, according to the U.S. Energy Administration, America imported 328 thousand

barrels per day in 2010 but only 3 thousand barrels per day in 2015 from Algeria;

imported 383 thousand barrels per day in 2010 but 124 thousand barrels per day in

2015 from Angola; and imported 983 thousand barrels per day in 2010 but 57 thousand

17
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barrels per day in 2015 from Nigeria

(https://www.eia.gov/dnav/pet/pet move impcus a2 nus epcO im0 mbblpd a.htm).

Figure 1.4: U.S. Trade in Goods with
Africa from 2006-2015 (Unit: Million)
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Currently, according to the Office of the United States Trade Representative, the top

export categories from America to Africa are: machinery, vehicles, mineral fuel (oil),

aircraft, and cereals (wheat and rice). The five main import categories are: mineral fuel

(crude), precious stones (platinum and diamonds), vehicles, cocoa, and ores, slag, ash

(titanium, chromium, and uranium).
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1.2 Review of China’s Activity in Africa

Foreign aid

To understand China’s foreign aid to Africa, an important question needs to be
answered: what is Chinese foreign aid. According to OECD (2008), Official
Development Aid (ODA\) is concessional funding given to developing countries (those
with a per capita income below a regularly adjusted threshold) and to multilateral
institutions primarily for the purpose of promoting welfare and economic development in
the recipient country. As a complement to ODA, Other Official Flows (OOF) described
funds given by a country to firms from the donor country to subsidize or guarantee their
firms’ private investment in recipient countries, military aid, and export credits (OECD,
2008). Since China is not a member of OECD, the Chinese government sets up its own
definition and standards on foreign aid which do not distinguish between ODA and OOF.
As a consequence, it is hard to determine China’s foreign aid contribution, quantify its
efficiency, and compare with others. The goal of this article is to find cooperative
opportunities and promote positive competition for the United States and China in Africa.

Therefore, the intertwining of definitions and distinctions will not be emphasized because

19



1) the differences between China’s foreign aid and U.S. foreign aid on definition and

category are not only existed in theory, but also in practice. These differences are part of

the objective condition, and with which the U.S. and China are seeking cooperation

opportunities. As a result, to acknowledge and accept such differences, not to make such

distinctions, would significantly contribute to cooperation between two nations at current

phase and 2) if strictly following the definition of Official Development Aid defined by

OECD, Chinese government-provided funds for assisting development will be

significantly underestimated, as most of them would fall into the OOF category

(Brautigam,2011), therefore, the evaluation of efficiency and effectiveness of Chinese

foreign aid would be problematic.

From 1956, China started to provide foreign aid to African countries. After 60 years

evolvement, China’s foreign aid to African countries includes three financial resources

(grant, interest-free loan, and concessional loan) and 6 forms of foreign assistance

(undertaking complete projects, providing goods and materials, conducting technical

cooperation and human resources development cooperation, dispatching medical teams

and volunteers, offering emergency humanitarian aid, and reducing or exempting the

debts of the recipient countries).

20



According to the White Paper on China’s Foreign aid (2011, 2014), “China’s foreign

aid projects are oriented to agriculture, industry, economic infrastructure, public facilities,

education, and medical and health care, with the focus on improving recipient countries’

industrial and agricultural productivity, laying a solid foundation for their economic and

social development, and improving basic education and health care. In recent years,

coping with climate change has become a new area in China’s foreign aid”. In fact, from

2010 to 2012, 51.8% of China’s foreign aid, or 6.6 billion USD went to Africa. Of which,

72.4% of financial resources were distributed to infrastructure construction (economic

infrastructure and public facilities) while agriculture took 2%, industry took 3.6% and

humanitarian aid took 0.4% of total financial resources.

As of the end of 2009, China cumulatively reduced or cancelled the debts of 35

African countries totaling 2.7 billion USD. From 2010-2012, China relieved nine LDCs

and heavily indebted poor countries, namely, Tanzania, Zambia, Cameroon, Equatorial

Guinea, Mali, Togo, Benin, Cote d'lvoire and Sudan, from 16 mature interest-free loans

totaling 203 million USD (White Paper on China’s Foreign aid, 2014). In December 2015,

President Xi Jinping pledged 60 billion USD aid to African countries to promote their

development and promised to help nations industrialize. Most of the announced 60 billion
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USD will come in loans and export credits. Only 5 billion USD is to arrive as grants and
interest-free loans (http://www.focac.org/eng/ltda/dwjbzjjhys_1/hywj/t1327961.htm).

Besides the disputes over the actual amount of China’s foreign aid to Africa, the
rules of China’s foreign aid are also debatable. In 1964, the Chinese Government
declared the Eight Principles for Economic Aid and Technical Assistance to Other
Countries, the core content of which featured equality, mutual benefit and no strings
attached (White Paper on China’s Foreign aid, 2011). In 2014, the Chinese Government
elaborated the principles of not imposing any political conditions, not interfering in the
internal affairs of the recipient countries and fully respecting their right to independently
choose their own paths and models of development (White Paper on China’s Foreign aid,
2014).

The principle of not imposing any political conditions has frequently drawn
controversies. For example, China has been criticized for providing aid and selling arms
to the controversial government of Zimbabwe and providing aid and trade with Sudan,
while countering the pressures on the Sudanese government to end Darfur Crisis;

free-riding on bilateral and multilateral debt relief*; and bypassing good government and

% Free-riding on bilateral and multilateral debt relief means taking advantages of in-debt countries which debts have
been partially relieved from other donors. In this situation, the free-rider will have more financial control over in-debt
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environment standards (Woods, 2008).

Case study: China’s Foreign Aid and Political Gain

The Chinese government obsessed over hosting Olympic Games since the early 90s

because the sports event possessed political value. Back to 2000, the Chinese government

announced that China agreed to cancel the debt of 31 African heavily indebted poor

countries and LDCs for a total value of about 1.6 billion USD

(http://www.chinanews.com/cj/ancj/news/2007/02-05/868438.shtml). It was the first time

the Chinese government relieved debt. In June 2001, Beijing Olympic Committee sent

delegations to Kenya for Association of National Olympic Committees of Africa

(ANOCA) meeting to fight for support from 12 African countries. In July 2001, Beijing

won the bid for 2008 Olympic Games. The New York Times commented that “Beijing

appeared to receive broad international support especially in the developing nations

where it has gained favor by building sports stadiums over the years” (Longman, 2001).

The short interval between China’s first-time debt relief and Olympic bid processes raises

a question of whether Chinese government intended to use debt relief in exchange for

political gains.

countries and have more leverages than debt relieving donors.
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Before the opening of 2008 Olympic Games, Beijing experienced global boycotts
protesting the poor Chinese human rights situation. Meanwhile, Li Changchun, a member
of the Standing Committee of the Political Bureau of the Communist Party of China
(CPC), visited Morocco in March 2008, and Fu Sihe, head of a visiting delegation of the
Organizational Department of the Communist Party of China (CPC) Central Committee,
visited Ethiopia in April 2008. During the visit, both countries expressed their support to
China on the Tibet issue and the Beijing Olympics (People’s Daily, 2008 & Xinhua,

2008).

Security

At the 6™ Forum on China-Africa Cooperation (FOCAC) meeting, President Xi
Jingpin announced that China will provide a total of 60 million U.S. dollars in grant aid
to the African Union (AU) to support the building and operation of the African Standby
Force and the African Capacity for the Immediate Response to Crisis. "China will
continue to participate in UN peacekeeping missions in Africa and support African
countries' capacity building in areas such as defense, counter-terrorism, riot prevention,

customs and immigration control,” he said
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(http://www.focac.org/eng/ltda/dwibzjjhys 1/t1322068.htm).

China actively participates in UN peacekeeping missions and international

anti-piracy operations in Africa. Currently, 3,045 Chinese troops, police, and military

experts participate in 10 UN peacekeeping missions, 7 missions (2,616 Chinese troops)

are based in Africa

(http://www.un.org/en/peacekeeping/resources/statistics/contributors.shtml). China has

also sent an anti-piracy task force to Gulf of Aden/ Horn of Africa region since 2008. It is

believed that the economic effects of piracy are actually relatively minimal and China’s

participation in international anti-piracy operations represents a significant shift both in

the scope of its national security interests and in its apparent willingness to take on a

larger military role on the global stage (CNA Conference report, 2009). A report from the

BBC in 2008 ended with the following comment from a correspondent: “China has no

bases in the region so keeping its forces well supplied during what is expected to be a

lengthy deployment is a major challenge, our correspondent adds.”

(http://news.bbc.co.uk/2/hi/africa/7799899.stm). Apparently, the correspondent was not

the only one who realized the difficulty.

In 2015, China and Djibouti agreed that a logistical facility for the use of China’s
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military will be built in Djibouti. Foreign Ministry spokesperson Hong Lei pointed out
that, while on anti-piracy missions in the area, China has “encountered real difficulties in
replenishing soldiers and resupplying fuel and food” (Tiezzi, 2016). Colonel Wu Qian, a
spokesperson for the Chinese defense ministry, added: “facilities will mainly be used for
logistical support and personnel recuperation of the Chinese armed forces conducting
such missions as maritime escorts in the Gulf of Aden and waters off the Somali coast,
peacekeeping and humanitarian assistance.” (Panda, 2016). China will be the 4" country
with a military and support facility in the country, following the United States, France,
and Japan.

As China’s first foreign military support facility, the experience and lessons learned
from the building and the operation processes will likely contribute to China’s military
reform and management in future. At the same time, this new facility raised considerable

speculation in the rest of the world.

Economic Activities

In 2000, China created an institutionalized cooperation mechanism with most

African countries: the Forum on China-Africa Cooperation (FOCAC) is hosted
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alternatively by China or an African country every three years. The FOCAC serves as a
platform for China, African countries and African regional organizations to communicate
and negotiate on cooperation issues. The FOCAC also built a series of offices to follow
up and execute the decisions that it makes. Through the FOCAC, China promotes its
national image in African countries and is deeply involved in African development. In
December 2015, at the 6™ FOCAC meeting, Xi announced, “China will offer 60 billion
U.S. dollars of funding support, including 5 billion dollars of free aid and interest-free
loans, 35 billion dollars of preferential loans and export credit on more favorable terms, 5
billion dollars of additional capital for the China-Africa Development Fund and the
Special Loan for the Development of African SMEs each, and a China-Africa production
capacity cooperation fund with the initial capital of 10 billion

dollars.” (http://www.focac.org/eng/ltda/dwibzjjhys 1/t1322068.htm). The areas of

corporations cover almost all aspects of their economic ties: industry, agriculture,

infrastructure, environment, trade facilitation, poverty alleviation, and public health. The

above bold commitment was a surprise to the African countries and the rest of the world

because of the ongoing slowdown in Chinese economic growth and the recent decrease of

trade and investment between China and Africa.
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From 2000 to 2013, China-Africa trade increased dramatically, even during the

global financial crisis (2008-2009), China-Africa trade was less affected by the crisis than

America-Africa trade (Appendix: Figure 7). In 2009, China became the largest trade

partner with Africa: China exported to Africa $93 billion and imported $117 billion from

Africa (http://www.stats.gov.cn/tjsj/ndsj/2014/indexeh.htm). Almost 85% of Chinese

imports from Africa are natural resources: crude oil, mineral products, and wood products.

Some African countries have became crucial raw material suppliers to China. For

example, in 2013, China imported 14% of its total crude oil from Angola and 23% of its

total crude oil from the African area (http://www.eia.gov/beta/international/?fips=ch).

The African area largely contributes to China's security of energy supply policy. At the

same time, China’s exports to Africa is more diversified: chemicals & allied products,

plastics & rubber, textiles, metals, nachinery/electrical, and transportation.

Regarding China’s direct investment in Africa, from 2001 to 2012, China’s FDI to

Africa grew at an annual rate of 53% and China has become one of the top 3 investors in

Africa. 30.6% of FDI went to the mining and extractive industries in 2011, with 19.5% in

financial services, 16.4% in construction, 15.3% in manufacturing, and the remaining

18.2% in business and technical services, geological prospecting, wholesale retail,
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agriculture and real estate (Copley, 2014). China has BITs with 32 African countries, 27

of them are Sub-Sahara Africa countries.

However, in 2015, both China-Africa trade and China’s direct investment in Africa

had a huge decline: “China's direct investment in Africa stood at $1.19 billion in the first

six months of 2015, falling over 40% year on year,” said Ministry of Commerce (MOC)

spokesperson Shen Danyang

(http://www.chinadaily.com.cn/business/2015-11/18/content 22480510.htm). “Trade

between the two slumped 18 percent in the first nine months of 2015 from a year earlier,

the largest decline in China’s trade with the world’s continents, according to China’s

commerce ministry.”

(http://www.bloomberg.com/news/articles/2015-12-01/xi-in-africa-as-continent-feels-mo

st-pain-from-china-trade-slump).

1.3 Comparison

When comparing China and America’s activities in Africa, five aspects are worth
noting:

First, different foreign aid operation modes conducted by China and America. Both
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operation modes have their own advantages and disadvantages. China tends to provide

aid to the counterpart government and allow the recipient governments to have full access

and authority over the funds (grants and concessional loans) which encouraged

corruption and disaccountability of recipient governments. On the contrary, American aid

goes directly from an American government agency to service-provider contractors; these

contractors as independent organizations could be American or local contractors. The

recipient governments have limited authority over the resources while poor

implementation, high administrative costs and obvious lack of relevance to a local

context were considered as its weakness (Moya, 2009).

Second, on security issues, China tends to participate in multilateral activities led by

global organizations or regional organizations. For example, China actively engages in

the Somalia anti-piracy operation, peacekeeping missions led by UN or African Union

while America conducts both multilateral and bilateral military cooperation in the region.

Third, when considering investment and trade with African countries, both China

and America emphasize the value of natural resources in the region. However, Chinese

trade with Africa possesses a unique factor: there are many Chinese private merchants,

more than 1 million, actively involved in the region and travelled between China and

30



Africa (http://gzdaily.dayoo.com/html/2013-11/15/content 2452589.htm). At the same

time, despite America has more FDI in Africa, American private merchants in Africa and

travel between America and Africa are fewer than Chinese counterpart.

Forth, in general, America has a better reputation in the region than China. Chinese

companies and private business owners have been criticized for encouraging government

corruption, violating labor rights, polluting the environment, selling fake products, and

lacking corporate social responsibility. There is some basis for these criticisms about

China; however, America’s smaller economic involvement in the region also contributes

to its relative innocence

(http://www.reuters.com/article/us-africa-china-pushback-idUSBRES88HOCR20120918).

Last, due to different political systems, diplomats from China and the U.S. face
different time pressures®. The American diplomats focus more on problem-solving,
negotiations and goal achievement in a limited time period (Nigel Quinney, 2002).
Because of lack of time pressure and influence from traditional Chinese culture, Chinese
diplomats tend to make friendship and build personal connections before an official

diplomatic interaction (Shenkar, 1987). Negotiation behavioral research found that

4 Time pressure requests people to address an issue or achieve an outcome in a limited period of time. For example,
American diplomats have to achieve certain outcomes in given time due to their domestic political conditions, while
Chinese diplomats do not face such a tight time control.
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Africans tend to adopt and prefer similar tactics as Chinese: relation-orientation (Jenkins,
2008).

After reviewing the U.S. and China’s activities in Africa, the following chapters will
discuss cooperation opportunities and competition risks between China and America in

the African region.

Chapter 2 Cooperation Opportunities between China and U.S.

2.1 Human Development

Both China and America agree that promoting human development (basic needs for
surviving, health care, education and skill training) in Africa is an extremely important
mission for Africa as well as China’s and America’s national interests for the following
reasons: 1) as the economy grows and population increases, especially the emerging of
middle class in urban areas, African countries have enormous potentials to evolve into
large customer markets. These markets will demand various products from the world.
Meanwhile, both the U.S. and China are experiencing a slowdown of demand growth
within their borders. Under this circumstance, finding substitute customer markets and

commodity demands are crucial to China and America. Africa is not the easiest market,
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considering that its current situation is more unstable and less developed than some other

regions in the world. However, Africa is a market with considerable potential, not only

because it has a high population grow rate but also because of the relative lack of

competition in the market.

2) Promoting African human development will help create healthy young population.

With proper skills training, this young population could become skilled labors. China is

actively seeking economic transformation from labor-intensive to technology-intensive

industries. African countries are possible ideal successors for Chinese technology and

equipment. For America, Africa is an ideal region for investment with funds, technology,

and management experience. Furthermore, both China and America are going through the

aging process in their societies (Ortman and etc., 2014); young labor developed in Africa

may provide a viable solution to alleviate the problems of aging in these two states.

However, neither America nor China, the two strongest economic powers in the

world, could cultivate Africa continent into a mature market by themselves. Therefore, it

is important for America and China to not only work together but also amplify their

efforts by not counteracting each other in Africa. Specific to promoting human

development, China and the U.S. have different approaches to foreign aid. Both Chinese
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and American policies have advantages and disadvantages.

For Chinese aid model, the recipient governments have full access and authority
over the funds and materials. Due to lack of effective audit and supervision, whether the
funds and materials reach the right group of population is highly questionable. The
ill-managed aid funds/materials encourage corruption in the recipient governments. For
China, to provide foreign aid in this way may help to achieve its short-term political
goals, however, the long-term goal of cultivating customer markets in Africa failed.

For the American aid model, funds/materials go through service-provider
contractors to reach \populations in need. Due to the professional threshold®, most of
service-provider contractors originate from the U.S. and thus have a very limited
understanding of African community. As a consequence, designed development programs
are very often impractical in Africa. To avoid this difficulty, some American development
contractors subcontract with African local organizations. However, these local
organizations are highly unstable, lack training and are short of overall understanding of
local circumstances. Compared with local government, these local organizations are less

influential and there is no evidence proved that these local organizations perform better

® The biding process of gaining USAID contract is very complicated and requires professional operation, check
https://www.usaid.gov/work-usaid/get-grant-or-contract/grant-and-contract-process for details.
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on anti-corruption or transparency than local governments.

Therefore, it is necessary for China and America to work together to come up with

more effective solutions on providing human development aid. For example, when facing

emergent natural disasters or outbreak of contagious diseases, communication between

America and China are required to provide humanitarian assistance to target group of

people in time. This communication could 1) help to facilitate transportation of assistant

materials and 2) help to map the coverage of distribution of services and materials to

avoid repeat services and materials in one area or a vacuum area without any services or

materials providers.

Under non-emergent situations (routine health care, education, and skill training),

China and America could also build a long-term communication mechanism. Through

this mechanism, two states could 1) share local/regional security intelligence with each

other to avoid injury of assistant personnel and to avoid property loss and 2) share

facilities, classrooms and other physical venues to save cost on construction and

maintenance and improve the security situation.

Furthermore, America and China could also combine to pressure cooperation

between local government and local NGOs. When facing emergent natural disasters or
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outbreak of contagious diseases, local governments should apply their influences, public
resources, and branches to deliver materials and services to people in need on a timely
basis. During this process, local development organizations together with international
organizations could serve as observers to report questionable issues to donors. In this way,
the limitation of capability of local NGOs and the corruption of local government will be
reduced.

All these require both China and America to adjust their long-established foreign aid
models, trust in each other in good faith, persuade local governments and organizations to
cooperate and share information on development aid details with each other. Some of
these are easy to achieve, and the rest are not, but they are important for China and

America to gain bigger progress on promoting human development in Africa.

2.2 Peacekeeping, Anti-Terrorism and Anti-Piracy, Conflict

Prevention and Building Political Stability

China and America share common interests in maintaining a stable, peaceful, and
safe situation in African countries. Peaceful and safe circumstances in Africa are in

accordance with Chinese and American goals in the region: 1) to maintain regional
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security and peace; 2) to secure the developmental progress gained in past; 3) to maintain

safe environment for investment, trade, and security of respective nationals; and 4) to

build safe environment for development of potential customers and labor.

Based on this common ground, China and U.S. should be able to cooperate on

peacekeeping, anti-terrorism and anti-piracy, conflict prevention and building political

stability. For America and China to start to cooperate together to achieve regional peace

and safety, America and China should refrain from using African countries as leverage

when dealing with unrelated issues in other regions (For example, Taiwan and South

China Sea issues). Gambia has terminated its diplomatic relationship with Taiwan since

2013, but Beijing resumed its diplomatic relationship with Gambia until March 2016, two

months after the latest Taiwan election in which Tsai Ing-wen was elected as the

president on January 16, who is not willing to explicitly support the formula for the

conduct of Cross-Strait relations which accepted by the former President, Ma Ying-jeou.

Over the past eight years, Beijing has refused to establish diplomatic relations with any of

Taiwan's diplomatic partners to avoid creating political problems for Ma Ying-jeou

(http://www.brookings.edu/blogs/order-from-chaos/posts/2016/03/22-china-gambia-cross

-strait-relations-bush). By this move, Beijing sent a clear signal to the rest of the world.
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Chinese restoration of diplomatic relation with Gambia is a case that using African

countries as leverage when dealing with issues from other regions. Such idea could

become a potential risk for the stability of African region.

Furthermore, there are three aspects which China and America could have potential

to work together to achieve regional peace and safety: 1) Conducting cooperative

missions on peacekeeping, anti-piracy and anti-terrorism. Basically, this is the so called

“lowest common denominator” (most basic and least controversial) activities (Sun, 2015).

America and China could start with intelligence sharing and small-scale joint activities

on peacekeeping, anti-piracy, and anti-terrorism. Due to concerns and suspicions about

each other, plus America and China respectively have their own reputation/image

concerns domestically and worldwide, it is important to have the cooperation attempts

develop gradual and confidential. In this way, American and Chinese military and

governments are more likely to avoid prejudice and to see common gains from pragmatic

cooperation and perhaps leading to further cooperation.

2) Conducting mutual complementary diplomatic efforts to prevent and mediate

interstate and internal conflicts. America and China achieved significant results when

dealing with Sudan/South Sudan conflict
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(http://www.fmprc.gov.cn/mfa eng/wijbxw/t1223039.shtml, and

http://translations.state.gov/st/english/texttrans/2014/09/20140927308970.htmI?CP.rss=tr

ue#taxzz3VuLCBwIk). By America and China’s common efforts, together with other

major states, the ceasefire was achieved. In this case, Chinese investment in the country’s

oil explained a lot of Chinese involvement. However, it represented China’s flexible

position on “non-intervention”. For further conducting mutual complementary diplomatic

efforts, both America and China have to build trust through communication, intelligence

sharing and pragmatic cooperation.

3) Using collective efforts to eliminate arms smuggling and illicit arms sales to

control the scale of conflicts and damages caused by conflicts. As some conflicts might

be hard to avoid or reach ceasefires, controlling the extent of conflict is another option.

The illicit arms sales and smuggling are long-term issues that worsen the security

situation in Africa. Early in 2001, the Bureau of Intelligence and Research of U.S.

Department of States reported that “The influx of light weapons financed by cash,

diamonds, or other commodities did not cause Africa’s wars but it has prolonged them

and made them more lethal.” For example, in January 2014, Cameroon’s security forces

arrested a man attempting to transport 655 guns to Nigeria. In September 2013, 5,400

39


http://www.fmprc.gov.cn/mfa_eng/wjbxw/t1223039.shtml
http://translations.state.gov/st/english/texttrans/2014/09/20140927308970.html?CP.rss=true%23axzz3VuLCBw9k
http://translations.state.gov/st/english/texttrans/2014/09/20140927308970.html?CP.rss=true%23axzz3VuLCBw9k

AK-47 rifles were seized on a pick-up truck in the same area. These firearms were

believed to end up in Boko Haram militia groups

(http://www.irinnews.org/news/2014/02/21). According to the Small Arms Survey (2014),

“newly produced ammunition is circulating in conflict-affected countries in

Africa. Tracing investigations conclude that Sudan government stockpiles are the primary

source of weapons for non-state armed groups of all allegiances in Sudan and South

Sudan”

(http://www.smallarmssurvey.org/publications/by-type/yearbook/small-arms-survey-2014

.html). America and China have vast political influences and capabilities to target the
countries served as small arms trafficking hubs and regulate their behaviors through

diplomatic negotiations or economic stimulations.

2.3 Technology Transfer®

By developing agriculture, industry and service sectors and forming self-sustainable
development patterns, the African countries, especially in Sub-Saharan area, will develop

their own middle class and eventually become large mature customer markets. Therefore,

® Technology transfer is also known as the transfer of technology, it describe a process that technology transfer from
the originator to a secondary user, especially from developed to less developed countries in an attempt to boost their
economies.
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to achieve industrialization and urbanization in the African region are in the common

interests of U.S. and China whose companies are seeking business and investment

opportunities globally. In the process of industrialization and urbanization, technology

transfer from China and America to African countries to achieve economic development

is crucial. How to achieve the technology transfer, what is the regular pattern of

technology transfer, what are possible risks of technology transfer, all these concerns

need to be addressed in the process of cooperation between America, China, and African

countries.

Technology transformation usually follows a pattern called international industrial

transfer which describes a phenomenon that labor-intensive industries and low

value-added industries will shift from developed countries to developing countries. The

usual order of industrial techonology transfer is: 1) labor-intensive industry technology; 2)

funds-intensive industry technology, and then 3) technology/intelligence-intensive

industry technology transfer from developed countries to developing countries (Dai

Hongwei, 2007). In Africa, suitable technology transfers are happening in the

labor-intensive industry and funds-intensive industry.

It is in America and China’s best interests to cooperate on technology transfer in two
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ways: 1) build a communication mechanism among investors from both countries to

achieve information sharing. Through this communication mechanism, unnecessary

competition could be avoided, and more importantly, investors can combine/cooperate

their investments to achieve economies of scale and avoid excess investment in certain

industries and in certain geographic regions.

Several methods could be adopted to assure companies and organizations from both

Chinese and American sides benefitting from this information sharing mechanism and not

withholding information from each other. In general, the communication mechanism

needs to operate as a membership system. First, companies and organizations from

outside will face strictly control over access to that information shared among the

members of the communication system. Second, within the system, the value of

information provided by members will be quantified and give certain credits to

information providers. On the other side, companies and organizations need to spend

corresponding credits to access information originated from others. With this membership

and manage system, the risk of unfair information sharing could be avoided to a certain

extent. The voluntary information sharing is a long-term goal and needs to be encouraged

by the actual gains result from the earlier compulsory information communication
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mechanism. In terms of membership management system, this communication
mechanism is likely run by non-state actors who closely connected with the American
Government, the Chinese government, and the African states governments.

2) Comprehensive cooperation to avoid similar mistakes from previous international
industrial transfer. The technology transfer from America and China to Africa is part of
the third large-scale international industrial transfer after WW11’. Both America and
China have experience on how to achieve technology transfer, especially for American
companies which has undergone international industrial transfer multiple times. Further,
Americans and Chinese also went through similar processes when dealing with industrial
pollution issues: pollution first, then to hold those who cause pollution responsible for
cleaning up. The second step conducted in China cost enormously while the effects are
barely satisfactory. American companies have advanced technology for easing pollution
and saving natural resources and energy while Chinese companies are good at cost
control and improving productivity. These lessons and experiences should be shared with

each other and with the local community and interested groups to avoid similar mistakes.

" The first time of international industrial transfer happened in 1950s, America and Europe transferred their
labor-intensive industry to Japan and South Korea and started to focus on communication and IT industries.
The second time of international industrial transfer happened from 1960s to 1990s, America, Europe, and other
developed countries (Japan, Korea) transferred labor-intensive industry to China, India and other developing countries
and started to develop funds-intensive and technology-intensive industries.
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Chapter 3 Competition Risks between China and U.S.

There are five areas will be discussed in this chapter, which includes: 1) state
development, 2) naval and military expansion, 3) currency for circulation, settlement and
reserve, 4) mineral and raw materials extraction, 5) conflict prevention and building
political stability. These five areas are generally believed have the most risks of
competition between America and China for engaging in Africa.

For example, from 2006 to 2007, an Africa-China-U.S. Trilateral Dialogue was held
in Tswalu, South Africa, in August 2006, in Beijing in March 2007, and in Washington in
September 2007. This trilateral dialogue is co-hold by The Brenthurst Foundation (South
Africa), Chinese Academy of Social Sciences (China), Council on Foreign Relations
(America) and Leon H. Sullivan Foundation (closed in 2012). During these series of
dialogue, the state development was mentioned multiple times: Some Chinese scholars
pointed out that there is no consensus on a definition of good governance. Therefore,
China does not pre-condition its assistance on the existence of democracy while
American delegates highlighted the importance of promoting democracy, transparency,
and civil society (Report of the First Meeting of the Trilateral Dialogue, pp 4-6).

Another example is, for a long time, US dollar services as the dominant currency for
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circulation, settlement and reserve in the world, including Africa. However, some
economists from the world believe that the Chinese Yuan may have the potential to
challenge the position of the USD in the world financial system
(http://blogs.wsj.com/economics/2015/04/16/chinas-yuan-as-a-rival-to-the-u-s-dollar-its-
closer-than-you-think/). This claim also supported by some facts in Africa. Therefore, it
becomes a controversial topic that worth noticing.

As regards to mineral and raw materials extraction, some delegates in the above
dialogue mentioned that “while there is in fact no conflict now, one could develop in the
future if the stakes rise, particularly in the energy sector.” (Summary Report of the

Trilateral Dialogue, pp 15).

3.1 State Development

It is generally accepted that China and America have rival interests in Africa
regarding state development (civil society; good governance; political competition and
consensus-building; Rule of law and human rights). It is partially because people
perceived different political systems from America and China and they expected both

countries will apply their own political preferences overseas. However, the observation of
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the real world was a quite surprise:

China has a clear statement that its aid will not attach any political strings or

conditions; the only exception is “One China” principle. Chinese “no strings” policy is

welcomed by recipient countries’ governments. In practice, African countries that vote in

accordance with China in UN General Assembly meeting will gain more foreign aid from

China than those countries who vote different from China’s vote

(http://www.economist.com/node/21697001/print). However, China does not consider the

governance quality, human rights conditions, or civil rights conditions in recipient

countries when providing aid to those countries.

America, on the other side, highlights ITS concerns on human rights conditions and

governance quality. Nevertheless, in practice, U.S. seems to have limited interests in

improving governance, human rights or democracy (Table 3.1 and Figure 3.1). In Figure

3.1, figures of actual spent from 2006 to 2012 are too insignificant to reflect in the graph.

Furthermore, out of U.S. aid for state development, less than 50% goes to African

countries (http://beta.foreignassistance.gov/explore). As the case discussed in chapter 1,

fifteen countries from Sub-Sahara area received aid funds from the USAID; only 3.54%

of funds were allocated to the state development category in 2014 and the absolute values
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of funds for state development dropped from 2011 to 2014. These facts reflect that

America does not have primary interests in promoting state development in Africa.

Consequently, America and China’s competition on advocating state development in

Africa exist more on paper than in practice.

Table 3.1: U.S. Aid on State development 2006-2015 (Unit: USD)

Year Aid on State Development (Planed) Aid on State Development (Spend)

2006 1, 230, 000, 000 49, 830
2007 2, 140, 000, 000 28,010
2008 3, 230, 000, 000 233, 850
2009 3, 520, 000, 000 2,070,000
2010 3, 520, 000, 000 3, 840, 000
2011 2,520, 000, 000 28, 660, 000
2012 2,830, 000, 000 10, 050, 000
2013 2, 700, 000, 000 1, 230, 000, 000
2014 1, 930, 000, 000 1, 340, 000, 000
2015 1,920, 000, 000 1, 280, 000, 000
Figure 3.1: U.S. Aid on State Development 2006-2015 (Unit: USD)
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3.2 Naval and Military Expansion

In general, America has comprehensive military connections with African countries.
In addition to one official military base in Djibouti; the American military also possesses
three other permanent sites on or near the continent: U.S. Naval Medical Research Unit
No. 3, a medical research facility in Cairo, Egypt established in 1946; Ascension
Auxiliary Airfield, a spacecraft tracking station and airfield located 1,000 miles off the
coast of West Africa that has been used by the U.S. since 1957; and warehouses at the
airport and seaport in Mombasa, Kenya, that were built in the 1980s. Plus, “In all,
AFRICOM has access to 11 cooperative security locations (CSLs) across Africa. Of
course, we have one major military facility on the continent: Camp Lemonnier in
Djibouti,” U.S. Africa Command’s Gen. David Rodriguez said

(http://www.stripes.com/news/africa/staging-sites-enable-africom-to-reach-hot-spots-with

in-4-hours-leader-says-1.345120).

On the other side, China has very limited military presence in Africa; and they are

part of joint activities with UN authority. After the announcement that China will build a

military facility in Djibouti (November 2015), various speculations arose. Despite the

Chinese government statements that the “logistical facilities in Djibouti will enable the
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Chinese troops to better fulfill escort missions and make new contributions to regional

peace and stability”

(http://thediplomat.com/2016/01/china-has-reached-consensus-with-djibouti-on-military-

base/), the concerns about its military expansion are still remain. Senator Chris Coons, a

senior member of the Senate Foreign Relations Subcommittee on African affairs, said

that the US has to be "vigilant in the face of China's growing ambitions. Overall, China's

presence in Africa is certainly something we need to pay more attention to, but not just in

Djibouti"

(http://www.aljazeera.com/indepth/opinion/2015/12/china-opens-naval-base-africa-15122

2141545988.html). Building of the military facility signals that Chinese navy is starting

to explore broader areas outside its territory and "gradually shift its focus from 'offshore

waters defense’ to the combination of 'offshore waters defense' with 'open seas

protection.' "(China’s Military Strategy White Paper, 2015).

While America wants China to participate more in maintaining international

maritime security, it does not expect a routinized presence of Chinese military in

international waters and in the neighborhood of an American military base. As China

seeks more international influence, this kind of concern is inevitable. Nevertheless, China
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puts the most efforts on economic growth and considers conflict is a threat to economic
growth. The U.S. top priority on security issues is counterterrorism and it looks for
partners globally. The U.S. and China also have common interests in maintaining peace
and stability in Africa. As a result, despite the inevitable competition raised by Chinese
navy expansion in the Indian Ocean, both sides will likely refrain from escalation and the

dissents on specific issues may work out through negotiation.

3.3 Currency for Circulation, Settlement and Reserve

Since China has became intensely engaged in Africa, Chinese currency (Chinese
Yuan) is gaining influence in the continent. In March 2013, the South African Reserve
Bank signed an agreement with the People’s Bank of China to invest in China’s bond
market. In 2014, Ghana began allowing banks to sell Yuan. At the same year, Zimbabwe
added Chinese Yuan to its basket of currencies, which includes the US dollar, British
sterling, and the South African rand. In June 2015, almost a third of payments between
South Africa and Greater China (China, Hong Kong and Macau) were settled in Chinese
Yuan, up from just 10.8% in 2014. In July 2015, China and South Africa agreed on

hosting the first clearinghouses that enable investors and traders to conduct transactions
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between local currencies and the Yuan without going through the US dollar first in the

continent. Kenya, Tanzania and Nigeria were also on the list of considering opening

clearinghouses.

(http://afkinsider.com/99648/beijing-deepens-african-ties-with-first-renminbi-clearinghou

se-in-south-africa/). A number of countries in Africa are using the RMB as part of their

settlement and reserve currency. Mauritius is one of the countries where a growing

demand for the Chinese currency has been reported. And while the Bank of Zambia has

not yet included the RMB in its reserves, it has pledged to increase its use for trade

settlements with China.

In November 2015, the IMF admitted the Chinese Yuan into its benchmark currency

basket. This decision strengthens Chinese Yuan’s influence and position as a foreign

reserve, settlement currency, and circulation currency in Africa. Some expect more

central banks in Africa to include the currency in their foreign exchange reserves.

If the expansion and penetration of Chinese Yuan in Africa continues, American

financial and security interests would be hurt in three ways: 1) when China purchases oil,

gold, and other scarce metals from African countries and uses Chinese Yuan as settlement

currency, the dominant position of US dollars will be challenged and with the imbalance
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of trade relations between China and Africa, African countries have to either purchase

more from China or apply Chinese Yuan to trade with other countries, which will further

weaken the position of USD. 2) The demands for US Dollars will decline, especially

when China purchases oil, gold, and other scarce metals from African countries and use

Chinese Yuan as the settlement currency. The decline of demand for US dollars could

result in a devaluation of the USD which increases the instability of international

financial order. 3) The U.S. will face a more complicated situation when dealing with

financial transaction tracking for purposes of anti-terrorism and investigating money

laundering or other illegal activities.

The mentioned hypothetic consequences of US Dollar losing its position give

America enough reasons to fight for the expansion of usage of Chinese Yuan. However,

due to the expansion of Chinese Yuan is still at the very early stage and have not reached

to an alarm level, America is less likely to conduct direct intervene but to watch closely.

Furthermore, the extent of prevalence of the US Dollar and Chinese Yuan are largely

depend on China’s and America’s economic performances and their currency exchange

policies. African countries’ choices on the currency of circulation, settlement and reserve

reflect confidence they hold on these two economic giants. Consequently, the direct
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competition on this issue is less likely in a short future.

3.4 Mineral and Raw Materials Extraction

The competition over African mineral and raw materials (oil, natural gas, scarce
metals, timber and etc.) will not become a significant part of relations between America
and China for three reasons: First, U.S. has gradually decreased its oil imports from
Africa since 2010. In 2012, African-imported oil took 16% of total American oil imports,
but in 2015, only 3% of its oil was imported from Africa (Figure 3.2).

Figure 3.2: Sources of U.S. oil imports

Sources of U.S. net petroleum imports, 2012

Source: U.S. Energy Information Administration, e
Petroleumn Supply Monfhly (February 2013). ei

)
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Sources of U.S. oil imports, Dec. 2014 - May 2015

Data source: http://www.eia.gov/dnav/pet/pet_move_impcus_a2_nus_ep00_im0_mbbl_m.htm

Author: Randy Olson (randalolson.com / @randal_olson)

Second, China is experiencing slower economic growth and actively seeking
industrial upgrade towards technology/knowledge-intensive industries. Although the
future of economic development is unclear for now, the decline of demand for crude oil
for manufacturing industries is a reasonable outcome. Due to the sharp drop in the price
of oil in 2015, for strategic reservation and commercial reservation purpose®, China
imported oil raised 8.8% than the previous year. “However, some market observers said
China's slowing economic growth could result in weaker oil demand from the world's

second-biggest oil consumer.”

8 Strategic reservation of petroleum is an emergency fuel storage of oil maintained by Chinese government for
purpose of maintaining national energy security and assuring the continuity of oil supply during severe disaster or
wartime.

Commercial reservation of petroleum is an emergency fuel storage of crude oil maintained by oil refinery
factories for purpose of maintaining oil supply and stabilizing oil price in market.
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(http://www.marketwatch.com/story/chinas-crude-oil-imports-rise-88-in-2015-2016-01-2

6).
Third, regarding other mineral and raw materials, including Uranium, the strategic
importance of these materials is secondary and thus less likely to result in furious

competition. Consequently, competition over mineral and other natural resources is

expected to be moderate.

3.5 Conflict Prevention and Building Political Stability

As discussed before, it is a common interest for America and China to maintain
regional security and peace, however, America and China still disagrees on how to
achieve this goal. These differences exist at three levels:

1) Regarding general policy orientation, China insists on its non-intervention policy
and an emphasis on state sovereignty: a state has a full authority on all affairs within its
territory. On the other hand, America holds a strong position on “Responsibility to Protect”
which requires other states to step up to protect people within a certain state while the
given state failed to provide protection to those people; 2) On practical level, China tends

to favor incumbent leaders and maintains the status quo, while America prefers
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leadership change through elections over time; 3) in certain cases, China and America

have unique interests. For example, in the Darfur Crisis, while both America and China

put efforts to promote ceasefire in the area, two states have different opinions on how to

deal with the Sudanese government and the accusation against the President because

Chinese government concerned its investment deal made with the Sudanese government.

If America’s and China’s behaviors were driven by these differences on policy

orientation, practical preference, and specific interests, there is a high risk of proxy

contests within the political system in African countries. The outcomes of the proxy

contests within political system are 1) outbreak/prolonging of riots, in the worst situations;

For example, during Biafra war (1967-1970), Nigeria, the Biafran government was

receiving assistance from the U.S. government while the then Nigerian government was

backed by the British government and the riots caused more than one million deaths of

citizens and soldiers; or 2) slowdown of the governments’ efficiency, in the normal

situations. None of these outcomes are desirable for America or China. Furthermore, an

ideal situation of achieving check and balance by proxy contest is less likely happened as

China and America are less likely have comparative influences in different branches

respectively. The long-term effects of America-Chinese disagreements on conflict
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prevention and building political stability are hard to predict and thus require close and

continuous attentions.

Chapter 4 Conclusion and Discussion

Conclusion

Based on the above observation and analysis, two conclusions were made: first, to
achieve cooperation between America and China, communication mechanisms/platforms
are required in all three mentioned areas (human development, regional security,
technology transformation). The founder of communication mechanisms/platforms does
not necessarily have to be organizations within the governmental system (except in
regional security area). NGOs or private corporations are eligible to perform as
communication mechanism organizer or platform operators. In fact, the idea of NGOs
and private corporations operating communication mechanisms will contribute to
America-China cooperation because 1) NGOs and private corporations are sensitive to
the demands of information and communication of other NGOs or corporations and 2)
NGOs and private corporations are flexible to make adjustments on the services they

provide. This is an outstanding advantage for promoting America-China’s cooperation
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when it is still in an early stage.

Second, after examination in five areas (state development, navy and military

expansion, currency for circulation, settlement and reserve, mineral and raw material

extraction, and conflict prevention and building political stability) which usually are

believed to be contentious between America and China, the competition is not as serious

as assumed: 1) state development does not really interest both states; 2) competition on

navy and military expansion will be restrained; 3) the direct competition on currency

usage is less likely in a short future as the expansion of Chinese Yuan has not reached to a

significant level; 4) competition on mineral and raw material extraction is moderate

partially because America has significantly less demand for Africa-imported oil; and 5) in

the process of achieving conflict prevention and building political stability, differences on

policy orientation, practical preference, and specific interests will be exposed and proxy

contest is possible, though the long-term effects are unclear and thus require close

attention.

As the findings are inspiring, the difficulties to develop America-China cooperation

in Africa are clear which will be discussed in the next part.
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Discussion

e African Countries’ Position on China-U.S. Cooperation and Competition

With no doubt, African countries themselves play critical roles in China-U.S.

relations in Africa. African publics and scholars generally acknowledge that China-U.S.

cooperation in Africa will expedite the development of Africa, however, in practice,

African government officials have concerns that if China and the U.S. ally, the

negotiation power and leverage of African countries will be undermined vis-a-vis

bilateral or multilateral negotiations on economic, security, and political issues.

Furthermore, to a certain extent, African countries may encourage competition between

China and the U.S. for sake of advancing their own interests by serving as leverage or use

either China or America as leverage when negotiating with the other.

* Will Slowdown of Chinese Economy Growth Affect its Involvement in

Africa?

Recently, the Chinese economy has been experiencing a significant slowdown of

growth. The impact of the slowdown on Chinese involvement in Africa is controversial.

In my opinion, the slowdown of economic growth will 1) increases Chinese interests in

Africa to expand overseas commodity markets to compensate its declining domestic
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demands so it can export overcapacity to maintain economic growth, and 2) lead China to

consider more economic outcomes when deciding foreign aid (ODA & OOF) to Africa.

* Why is Cooperation Rare in Practice?

It takes efforts to advance China-U.S. cooperation, as the cooperation will not

happen automatically, different from competition which is a natural outcome when

America and China are experiencing an overall competition world widely. These efforts

have not been made because both sides lack strong motivations to action. Some possible

triggers which may stimulate both states to take action to cooperate are an outbreak of

contagious disease or natural disaster, chaos in the region escalates, severe human rights

violations occur, and profitable business opportunity requires integration of advantages

from both states. However, the needs to cooperation will rise.

In sum, America-China relations in Africa, as part of the America-China relationship,

inevitably adjusted to the big picture. Nevertheless, America and China in Africa have a

relatively short history and do not have much sorrow or grudge or ill will. Therefore, it is

possible to shape a positive interaction with each other in Africa and further influence

their comprehensive relations in the rest of the world.
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Appendix:

Figures and Tables

Figure 1 World Oil Reserves by Region
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Figure 2 Top 10 uranium production countries 2012
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Figure 3 Global Distribution of Identified Uranium

The global distribution of identified resources among the 15 countries with more than a 1% share of the total global identified resources available at costs
<USD 130vkgU illustrates the widespread distribution of these resources. Together, these 15 countries are endowed with 97% of the global identified resource
base in this cost category (the remaining 3% are distributed among another 21 countries). The widespread distribution of uranium resources is an important
aspect of nuclear energy in terms of security of energy supply.
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Figure 4 Regional Poverty Trend
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Figure 5 Ongoing Conflicts in Africa (2013)
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Figure 6 Poverty Reduction in Africa between 1996 and 2012
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Table 1 2011 FY USAID SPENDING IN 15 African Countries

nations Democr | Econom | Educatio | Environ | Heal | Humani | Peace | Progra | TOT
types acy & ic n& ment th tarian & m AL
Govern | Develo | Social Assista | Securit | Manage
ance pment | Services nce % ment
DRC 24.6 11.8 25.8 0.7 61.4 | 15.7 9.0 145 163.
5
Ethiopia 4.0 21.7 14.7 24.7 153. | 1034 4.1 115 337.
1 2
Ghana 2.1 195 11.8 1.8 525 | 0.0 0.0 10.0 97.7
Kenya 15.6 16.2 7.4 7.1 250. | 67.8 7.5 14.1 386.
7 4
Liberia 17.5 24.5 23.3 3.1 34.4 | 4.4 0.0 12.6 119.
8
Malawi 0.4 3.4 133 2.6 71.3 | 0.1 0.0 12.2 103.
3
Mali 0.9 18.3 16.2 1.8 422 | 0.0 3.2 11.3 93.9
Mozambiq | 0.7 16.5 0.1 1.8 110. | 0.9 0.0 125 143.
ue 9 4
Nigeria 32.0 14.3 10.5 0.0 180. | 0.0 0.5 17.6 255.
6 5
Rwanda 9.1 13.1 0.1 1.6 78.8 | 2.6 0.5 9.2 115
Senegal 4.2 27.6 13.4 2.5 37.1 | 0.0 0.1 16.1 101
South 84.1 109.7 14.7 4.6 45.0 | 73.6 23.4 38.8 393.
Sudan 9
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Tazania 2.3 8.5 20.6 4.3 183. | 34 0.0 11.9 234,
6 6

Uganda 4.5 24.0 10.6 3.7 160. | 4.1 0.9 19.5 227.
4 7

Zambia 2.0 4.2 6.6 14 126. | 0.0 0.0 8.9 149.
3 4

TOTAL 204.0 333.3 189.1 61.7 158 | 276.0 49.2 220.7 292

8.3 2.3

Table 2 2014 FY USAID SPENDING IN 15 African Countries (Unit: million USD)
nations Democr | Economi | Educat | Environ | Heal | Humanit | Peace | Program | TOT
types acy & c ion & | ment th arian & Manager | AL
Govern | Develop | Social Assistanc | Secur | ment
ance ment Servic e ity
es

DRC 12.7 7.9 22.6 1.7 81.6 | 93.4 7.1 6.9 233.
9

Ethiopia | 0.4 62.8 38.1 13.6 198. | 163.3 1.6 11.5 490.
8 1

Ghana 4.0 22.4 14.9 0.3 49.2 | 0.0 0.0 8.1 98.9

Kenya 10.3 48.0 6.7 3.7 339. | 82.9 9.8 14.3 515.
9 6

Liberia | 27.7 36.0 325 3.4 37.1 | 16.6 0.0 8.4 161.
7

Malawi | 2.0 1.1 5.8 14 92.8 | 20.5 0.0 10.5 144,
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1
Mali 7.1 25.8 3.6 2.7 61.9 | 34.3 10.0 |91 154,
5
Mozamb | 4.3 13.2 4.9 3.8 178. | 4.9 0.0 7.3 216.
ique 3 7
Nigeria | 12.5 25.1 9.7 0.0 294. 1 0.7 1.1 7.3 350.
3 7
Rwanda | 1.8 18.4 114 3.7 66.7 | 5.4 0.9 6.8 115.1
Senegal | 3.6 14.4 7.4 3.8 54.4 | 2.7 1.0 4.8 92.1
South 32.1 55.2 18.3 2.1 28.1 | 151.8 128 | 4.1 304.
Sudan 5
Tazania | 5.3 50.0 13.3 3.7 207. | 3.6 0.0 9.7 293.
8 4
Uganda | 5.4 38.8 11.4 6.0 205. | 10.6 35 12.0 293.
6 3
Zambia | 0.7 16.8 11.9 1.9 174. | 1.7 0.0 4.5 2115
0
TOTAL | 129.9 445.9 2125 |51.8 207 | 592.4 478 | 125.3 3676
0.5 A
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Total Trade (in millions USD)

Figure 7 China and the U.S. Trade with Africa
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Note: U.S. data from Census Bureau. China data from Global Trade Atlas via

Tralac.org.

73



	by Gloria Qian Zhang
	B.A. in Business Administration, May 2006, Anhui Polytechnic University

	Table of Contents
	Introduction
	Chapter 1 Review of U.S. and China’s Activities in Africa
	1.1 Review of U.S. Activity in Africa
	Foreign Aid
	Security
	Economic Activities

	1.2 Review of China’s Activity in Africa
	Foreign aid
	Security
	Economic Activities

	1.3 Comparison

	Chapter 2 Cooperation Opportunities between China and U.S.
	1
	2
	2.1 Human Development
	2.2 Peacekeeping, Anti-Terrorism and Anti-Piracy, Conflict Prevention and Building Political Stability
	2.3 Technology Transfer5F

	Chapter 3 Competition Risks between China and U.S.
	1
	2
	3
	3.1 State Development
	3.2 Naval and Military Expansion
	3.3 Currency for Circulation, Settlement and Reserve
	3.4 Mineral and Raw Materials Extraction
	3.5 Conflict Prevention and Building Political Stability

	Chapter 4 Conclusion and Discussion
	Conclusion
	Discussion

	Reference
	Appendix: Figures and Tables
	Figure 1 World Oil Reserves by Region
	Figure 2 Top 10 uranium production countries 2012
	Figure 3 Global Distribution of Identified Uranium
	Figure 4 Regional Poverty Trend
	Figure 5 Ongoing Conflicts in Africa (2013)
	Figure 6 Poverty Reduction in Africa between 1996 and 2012
	Figure 7 China and the U.S. Trade with Africa


