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FOREWORD

China’s new President Xi Jinping made Africa his second port of call after Moscow on his first
overseas trip in late March 2013, reminding the world that Africa remains firmly in China’s sights
as a strategic ally and partner. While the main reason for the trip was the 5th BRICS Conference
held in Durban, South Africa, he also visited Congo-Brazzaville and Tanzania, two countries set
to play a more crucial role in China’s mineral resource acquisition needs.

The visit took place against the backdrop of a significant increase in direct foreign investment
by Chinese companies in Africa’s mining sector in 2011 and 2012, which saw some of the largest
investments ever made by Chinese mining companies in the world. In the space of a little more
than a decade, China has asserted itself as a major player in the African mining sphere and is
rapidly moving into areas which were once the preserve of Western mining companies.

As part of a “go out” strategy implemented at the turn of the new millennium, Chinese mining
companies moved into Africa, Central Asia and South America to secure new mineral supplies
for China’s rapidly growing economy, which is facing massive commodity shortages. Conse-
quently, China’s global economic and political reach in places like Africa, strongly reflects the
imperatives of domestic economic development which lies at the heart of its determination to
secure energy and mineral resources abroad. In simple terms, China’s engagement with Africa
has primarily got to do with accessing natural resources and new markets.

This report tracks the reasons behind China’s assertive rise in the continent’s mineral sector. It

includes an in depth assessment of China’s economic development strategy which effectively

drives China’'s economic engagement with Africa; the role and modus operandi of the Chinese

government in guiding the actions of Chinese mining companies; the development of a so-

phisticated resources acquisition model to “lock-in” mineral supplies and remove them from

the world market; the institutional support provided to Chinese mining investments in Africa ER.A\
including the role played by Beijing's intelligence and security services; and why Chinese mining
companies are able to compete so successfully against their Western counterparts.

The report makes the case that Western observers of the Chinese phenomenon fail to take
into account the logic underpinning the thinking of Chinese investment decisions which do
not always reflect market related criterion. Herein lies the challenge facing Western companies
competing against Chinese mining companies in Africa today. It is a mindset that puts Chinese
national security interests before profit, because the main shareholder is the state, or more spe-
cifically the Chinese Communist Party (CCP) not private individuals and companies. The ability
to call on a whole panoply of state levers and instruments of power has helped insulate Chinese
companies from traditional risk factors facing Western companies, thereby lowering the risk
threshold of investment decisions.

The report reflects not just on the challenges presented by China’s mining activities in Africa
but also on the growing challenges and problems confronting Chinese mining companies and
policy makers themselves, which non-Chinese mining actors might exploit. It highlights recent
problems facing China in dealing with “regime change"” and how this threatens some of its fun-
damental policy prescriptions it has used in underpinning its mining strategy on the continent.
China has shown some remarkable adaptations in fine tuning its resource acquisition model to
suit changing times, but policy unpredictability is now threatening China’s one size fits all ap-
proach towards Africa. The report argues that new political dynamics sweeping the continent
threaten to unravel China’s trusted recipe of “elite-to-elite deal making” that has enabled it to
"lock-in" resources, and dictate the China-Africa agenda. Adaptations to core policy principles
will be imperative to avoid China emerging on the wrong side of history.
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