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Executive summary

Scintillating economic growth thrusts the BRICs to the global fore.
Today, the BRICs account for around 15% of world GDP. Between
2000 and 2008, Russia, India, China and Brazil each saw their global
trade volumes expand at average annual growth rates of 25%, 22%,
19% and 15%, respectively, far outstripping world trade growth of 10%
p.a. As aresult, the BRICs proportion of world trade has doubled from
6.3% in 2000 to 12.8% in 2008.

Africa has a prominent seat at the BRICs table. There are several
common strands in the BRICs contemporary economic thrust, but
perhaps the most profound is the strong realisation of the importance
of nurturing close strategic and commercial ties with Africa in order to
ensure their domestic economic trajectory is maintained. Indicatively,
BRIC-Africa trade as a proportion of Africa-world trade grew from 4.6%
in 1993 to over 19% in 2008. Today, China, India and Brazil rank as

Af r i &a@Band 1" largest trade partners, respectively.

Despite the importance of BRIC-Africa ties, understanding of their
scope, scale and significance remains limited. Given this caveat, this
paper seeks to provide, through mapping trade, investment and
diplomatic initiatives, the numbers and drivers behind BRIC-Africa ties,
assessing which countries and regions in Africa are benefiting most

from burgeoning relations.
The following key elements rise to the fore:

Bilateral trade acts as the fulcrum of BRIC-Africa commercial
alignment. BRIC-Africa trade has increased hugely from USD22.3 bn in
2000 to USD166 bn in 2008. Today, African trade constitutes 2.9%,
6.4% and 6.3% of China,
2008, on the back of robust individual bilateral trade growth, seven

African nations held BRIC trade levels of above 30% of GDP.

China dominates BRIC-Africa trade flows. In nominal terms, China-
Africa trade increased from USD3.5 bn in 1990 to over USD100 bn in
2008, equating to around two-thirdsof Af r i cads

isnowAf ri cads speodigioudtirada pastner (behind the US).
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In total, almost 20 African countries include China in their list of top five
export destinations and nearly 32 African countries list China as a top

five source of imports.

Africa in the driving seat in trade with the BRICs. In 2008 Africa ran a
sizeable trade surplus of USD20.2 bn with the BRICs. That said, BRIC-
Africa trade is not a one-way street. Increasingly, trade volumes reflect
t he BRI Cs
markets. For example, India is ranked as a top-five foreign source of

interest in

goods for over one-third of all African countries.

Sub-Saharan Africa (SSA) increasing in importance for BRIC. Whereas
in 1980 SSA held 53% of BRIC-Africa trade, the proportion had
increased to 77% by 2008.

FDI from the BRICs to Africa follows and facilitates trade. Led by its
MNCs, between 2003 and 2009, India invested in over 130 projects in
Africa, with an average investment size of USD192 mn per project.
However, while the number of the projects is the largest of the BRICs,
the cumulative value of these investments (USD25 bn) trails China
(USD28.7 bn), but leads Brazil (USD10 bn) and Russia (USD?9.3 bn).

The BRICs use diplomacy as a beachhead into African markets. The
Commercial and development assistance in Africa has been inspired
by unprecedented diplomatic initiatives by the BRICs, most prominently
Brazil and China. Since coming to power in 2003, Br azi | 6 s
Lula has paid more official visits to Africa, covering more countries,
than any other BRIC head of state. Since 2000 China has engaged in
18 high-level visits to Africa, encompassing 38 countries T more than

any other BRIC nation.

Diaspora aetworlfs, cyltur?l and histocrjical ties bolster diplomatic drives.
azll 6s ot a trade

Cultural and historical affiliations also weigh prominently in the success
of the BRICs in Africa. I'n total
claim direct African ancestry. Brazil actively leverages its cultural
sizeabl

advantage in Lusophone Africa. O f I ndi ads

around 26 mn, approximately 2.8 mn, or 10.7%, live in Africa.

trade.
Countries with a balance of natural resources and large consumer

markets dominate flows. Commercially and diplomatically South Africa,
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Egypt, Nigeria and Angola are the most significant partners for the
BRICs in Africa. As an indication of this, Angola accounts for 20% of all
BRIC-Africa trade and South Africa accounts for 20% of BRIC exports
to Africa and 15% of BRIC imports from Africa. Furthermore, 35% of all
BRIC high-level visits to Africa between 2000 and 2009 were to South
Africa (15%), Angola (6.2%), Nigeria (6.9%) and Egypt (6.9%).

Given the importance of these trends, Standard Bank makes the

following assertions regarding the BRICs and Africa:

Seismic shifts mean it is now the BRICs and Africa, rather than the
BRICs in Africa. The relationship between the BRICs and Africa is one
rooted in mutual advantage. The BRICs need Africa as much as Africa
needs the BRICs. With the BRICs, Africa has the opportunity to foster
formidable commercial and strategic alliances, cognisant of their own
equal value and unburdened by the duties and conditions which have
epitomised mu c h of Africads
international partners. Moreover, the BRICs offer a revised, more
Africabs economic

relevant, mo d e | for

The world is changing, and it will be the BRICs and Africa at the helm
of these shifts to the emerging south. Africa is playing an increasingly
vital role in this shift. It is clear that the BRICs see Africa as a
resounding priority, both commercially and diplomatically. For example,
by thetime Br a z i | 6 s Lulrhadaidihés flirst official visit to the
European Union (EU) in 2007 he had already visited Africa six times,
covering 16 countries. In June this year, in the midst of the worst
recession in almost a century,

most comprehensive visit ever by any Russian head of state to Africa.
These forays, and the commercial deals which follow them, are, for the
first time in 50 years, forcing western countries to play catch-up on a
continent in which they have always maintained almost unlimited

commercial access.

The story of the BRICs and Africa has only just begun. What is most
staggering about the BRICs is the speed with which they have ramped-

up ties with Africa. For Brazil, invigorated ties are a product largely of

rel ati

has
Russi aods

The BRI

Afri ca d s

Cs are reversing Africads margi

oshrunig from B1.&% in 1983 dlexlining
steadily to bottom out in 2002 at 1.7%, before rising to 3% in 2008. The

share

sum is disproportionately small considering that Africa comprises
approximately 15% of the wor |Affias por
has bl ossomed, with the BRI Cs
than doubling from 7.9% in 1998 to 18.5% in 2008 and BRICs share of

t ot al fren8®% in 1998 td 19.2% ie 2088i n g
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For the BRICs, engaging with Africa is not a unilateral act of goodwill; it

makes perfect economic and strategic sense. In May 2000 The

ed
be

on the global multilateral stage, abundant natural resources and

Economi st l abel | Af rdrctad .6 Thher Htolpe

Africa could not more different.

promising consumer markets, which provide the BRICs with the
_opportunity to gain footholds in countries which, coming from a lo
gpns yWI%R Its mor e tradlgtlonaYv

base, are likely to spend the next two decades growing at rates far in

fzxcess of the global average. Moreover, the BRICs face few of the
devel opment"’

political obstacles to acquisitions in Africa that afflict their engagements

with certain other advanced economies.

Africabés agricultural potenti al wi ||

of the BRICs commercial engagement with the continent. There is a

strong correlation bet ween Africabs

potential and the BRICs massive populations and increasingly limited

arable | and. For exampl e, with 22%
onl 7% of t.he worl do rabl e
Preysideont Medvedev paig tahe

investments in Africa will focus on spreading a socal | ed 6Bi of

Revol ut i ono.

The future is exceedingly bright for the BRICs and Africa. By our
estimates, China, India, Brazil and Russia will be the 2™, 4", 7" and 8"
largest economies in the world by 2030 and account for two-thirds of
t he p o p @ draavth requined forNthis ¢otoccuar fvill t h
be on the back of rising ties with Africa. As a result, also by 2030,

worl dos

BRIC-Africa trade will exceed USD4 trillion, equalling around 10% of

. R . . BRIC-world trade and over 45% qof Africa-world trade. During this time
President Lulads |l eadership, whi ch began only 1 n 2003. As ‘a result,
. ) ) . ) Brazil and I'ndi ads r e |-Adrica tvade wal linerease o f
bilateral trade with Africa has increased from USD3.1 bn in 2000 to
. . . ) . . significantly. The technological transfer and cooperation which will
USD26.3 bn in 2008. Following a stagnant period of interactions during ) ) ) .
. . . . . . accompany this advancement in BRIC-Africa trade will fundamentally
the 1990s, Russia only began to rekindle ties with African states in the
) ) o al ter etmngniicca_ @avernance landscape, . )
latter stages of former Prime Minister VIiadi mir Putinods first term in
of fice. I n January this year, Ru s dtiisaup $o Afeca to agtermineothe Sandea m \whichMit Herefits flom
Margelov , stated unequivocally that R u s elatians iwsth fthé BRIKs. iRenewdd rcdmmerciab an@ hdiploraatics

ties with Africa began in earnest in the mid-1990s but have been
significantly bolstered under the stewardship of President Hu Jintao
since 2002. The story for India is similar, with trade having increased
from USDA4.9 bn in 2000 to USD32.2 bn in 2008.

The BRICs are here to stay. Premature declarations that the BRICs

engagement with Africa was a temporal shift have been

comprehensively debunked in 2009 as commercial ties have largely

withstood the global economic downturn.

relations with the BRICs offer African nations with a formidable
opportunity to reverse the quagmire of marginalisation which has
epitomised its post-colonial history. However, in order to capture
maximum value from relations with the BRICs, Africa must get its

house in order. A few policy considerations are therefore salient:

e Policies should be put in place, enforced, and clearly
communicated, which guide trade and investment from the
BRICs in strategically important industries across Africa. Short-
sighted nationalist agendas will lead to a race to the bottom

which will have little sustainable benefit for Africa as whole;



African governments and firms need to be more assertive in
taking advantage of preferential access granted to BRIC
markets. For example, China offers duty exemption on over
400 African exports to China, but few governments actively
take advantage of this opportunity. In 2030 there should be

a host of African firms operating within the BRIC markets;

African regional bodies should be bolstered and geared
towards negotiating from a common platform with the BRICs;

and

Africa should organise and take ownership of BRIC-Africa
relations. In order to do so, African governments need to be
proactive and less reactive in relations with the BRICs by
understanding the value they bring to the table with the
BRICs and negotiating accordingly. An example of an
initiative to exercise greater leverage over engagements with
the BRICs would be the organisation of a bi-annual BRIC-
Africa trade summit i aimed at tying together the strands of
the various bilateral forums and trade ties which already

exist.



Introduction

The generally unwavering acceleration of BRIC-Africa engagements
over the past two decades has dramatically altered Af ri cads
trajectory, deeply influencing the commercial climate across the
continent and necessitating an adjustment of policy formulation. BRIC
nations offer a fresh growth model; are global price setters of key
commodities and, even, global interest rates and labour costs; offer
growi ng ma r k es produtep and #nénce anaiticreasing

number of projects and programmes across the continent.

BRIC-Africa interaction is undoubtedly complex: at times the BRICs
compete with each other in Africa, while at other times African nations
compete against one another for the attention of the BRICs.
Increasingly, BRIC-Africa interaction presents feasible avenues for
mutual advantage, a particularly alluring concept for each of the BRICs
when considering the commonly held desire to engender greater
south-south cooperation. As already outlined *, each BRIC country has
its own degree of co-variance and co-operation with Africa 1
individually. What that

understanding of BRIC actions in Africa is crucial for domestic policy

collectively and is undeniable is an
consideration. It is therefore vital for African nations to ascertain where
BRIC priorities lie on the continent, mapping the strategic and
geographical priorities of these nations, so as to assess current policy

suitability and the scope for general economic synergies.

The complexity of BRIC-Africa relations is often confused by static and
noise around ramped-up integration. As a result of this, the relative
scope and scale of BRIC engagements with Africa are all too often lost.
This paper aims to address this caveat, taking trade as a central tenet
of BRIC-Africa engagement and seeking to quantify where each of the
BRICs stands in relation to each other, and indeed to more traditional
trading partners, with regard to the mutually held desire to increase
their African commercial and diplomatic presence. In providing the
numbers behind BRIC-Africa ties, this paper seeks to assess which
countries and regions in Africa are benefiting most from burgeoning
relations, and to back up assertions on the strategic priorities of BRIC
forays into Africa, with an analysis of trade, diplomatic initiatives and
FDI. In essence, the paper takes the commonly held assumptions of
BRIC in Africa and places them firmly under the quantitative spotlight,

and in doing so dispels some and reinforces others.

BRIC thrust has been inclusive for Africa

Africa on the sidelines of world trade growth

World trade has grown from USD13.1 trillion (tr) in 2000 to USD35.5 tr
in 2008, outstripping world Gross Domestic Product (GDP) growth over
the same period. However, for the most part, Africa has been left out of
the scintillating global trade acceleration. Af r i caés
trade flows has even declined over the past 50 years. More recently,
s htrade das shfunkdromo4t6%o lin 1983 to 2.6% in
2007. In 2008, Africa accounted for 3.5% and 2.2% of world exports

Africads

! See BRIC in Africa; The fundamental drivers of BRIC in Africa, May
2009.
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and imports, respectively. The sum
ng that

8p|ﬁ)r8xinr]nlatgly 15% of its population. Given that conventional wisdom

is disproportionately small

consider.i Africa
highlights the importance of trade in economic development, it is
important that Africa harnesses its increased economic profile to erode
its currently marginalised global position. Recall, trade is one of the
central tenets for African development and the attainment of the

contt nent 6s Mil |l enni um D e vimdleorynerability
is particularly relevant amidst the ongoing global economic downturn.
According to the World Trade Organisation (WTO), global trade growth
will contract by 10% in 2009, disproportionately harming many of
k e ¥he @orld Bankn(W8)s(2007) estimates that

Af ri cads gmictrade paticipation equates to an equivalent

Africads

loss of USD70 bn annually, which dwarfs the USD13 bn received in

aid, representing a staggering 6.5% of Af r i cads GDP.

Meanwhile, the integration of BRIC economies has been central to the
rapid acceleration in global trade growth. Trade has been a vital
component to the alchemy of BRIC economic transformation. Since
2000,
and Brazil 15% each year. As a result, B R | C dllective share of world
trade doubled from 6.3% in 2000 to 12.8% in 2008. Unsurprisingly,
therefore, trade lies at the core of BRIC-Africa ties, presenting a very

Russiabds trade

important sweet-spotforBRlI C and Africads

Africa-BRIC trade bucks the marginalised trend familiar to Africa

Common amongst the BRICs is a strong realisation of the importance
of nurturing close strategic and commercial ties with Africa.
Promisingly, therefore, BRIC-Africa trade has bucked the more
ma r g i nladeed, sBRICH
Africa trade has increased eight-fold from USD22.3 bn in 2000 to
USD166 bn in 2008. Meanwhile, BRIC-Africa trade as a proportion of
Africa-world trade grew from 4.6% in 1993 to over 19.2% in 2008.
Chi

trade partners, respectively (see Table 1)

generalised trend regarding Africad s

Today, na, I ndi a

Table 1: African top trade partners

African African Bilateral
imports exports trade
us 21.8 110.4 132.3
China 46.4 54.1 100.5
France 34.4 32.3 66.7
Italy 18.2 27.4 45.7
Germany 23.1 17.9 41.1
India 13.8 18.4 32.2
UK 13.4 18.1 315
Netherlands 13.1 18.2 31.3
Japan 11.1 19.3 30.4
woyg d 18.5 26.3
Belgium 9.7 10.3 20.1
South Africa 125 7.4 19.9
Turkey 6.6 6.5 13.1
Portugal 5.2 5.7 10.9
Russia 5.8 2.2 8.0

Sources: IMF, International Trade Centre, United Nations
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China dominates BRIC-Africa trade flows, accounting for around two-
thirds of BRIC-Africa trade (see Figures 1 and 2). However, when
adjusted for economi c pedertages ofltradd i
with Africa as a proportion of GDP are 2.6% and 2.3% respectively. In
fact, on this relative score, only traditional partners like ltaly, France
and Germany are equally integrated with Africa. In contrast, Brazil and
wportion of SDR is £.746 aads0.6%,

respectively. However, the US and Japan, for example, are each close

Russiads trade

to 0.8 when trade is weighted by GDP.

Figure 1: China dominates BRIC-Africa trade
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Figure 2: Composition of BRIC-Africa trade
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The turn of the century marks an increase in BRIC-Africa trade

Clearly, BRIC-Africa trade levels are significant. However, the manner
in which BRIC-Africa trade has ballooned is particularly forceful (see
Figure 3). While China-Africa trade has grown particularly rapidly,
Brazil has managed to maintain its relative importance to Africa over
the past two decades, flat lining around 18% of Africabs t ot al
trade. Meanwhile, India has also managed to accelerate its African

trade relations swiftly since 1992.

Q

Figure 3: BRIC-Africa trade growth
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Africabs f r o mhave linereasecde fsom
USD104.7 bn in 1998 to USD380 bn in 2008. Meanwhile, African
imports from BRIC have increased from USD10.1 bn in 2001 to
USD71.1 bn in 2008. Henc e, BRI Cds
more than doubled from 7.9% in 1998 to 18.5% in 2008. The
been

i mports

share

staggering growth has dri v
which have increased almost eight-fold from US6.3 bn in 2001 to
UusSD45. 4 bn 2008. Chi
i mports. Africabds i mp o rRussia hlave ceath

expanded at a CAGR of 22% p.a. since 2001 (see Figure 4).

in I'n fact,

Figure 4: African imports from the rest of the world
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Collectively Af ri cabs to BRI C
BEF Igi cads i BRYCy indreasing from 1dSD12.9 bn in 2001 to
USD93.5 bn in 2008. Once more, China has been an important force

exports

shaping aggregate BRIC-African trade. However, Africa has

accelerated exports to each BRIC (see Figure 5). Overall, BRICs share
of Af r i expodtshadimieasdd from 8.6% in 1998 to 19.7% in

2008.
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Figure 5: African exports to the rest of the world
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Importantly, the different starting points and growth rates for each
BRIC country mean that in 2008 Brazil, China and India ran trade
deficits with Africa of USD10.6 bn, USD8.6 bn and USDA4.6 bn,
respectively; while Russia had a trade surplus of USD3.6 bn with Africa

(see Figure 6).

Figure 6: Af r i taétmlance with the BRICs
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Bilateral trade mutually vital to BRIC and Africa

Evidently, BRIC trade flows have become increasingly important to
Africa. Capturing the relative importance of BRIC trade to Africa, BRIC
trade to African GDP has increased markedly. Consider that in 1980,
only the Democratic Republic of
trade with BRIC amounted to above 1% of their respective GDP. In
contrast, by 2008, on the back of robust individual bilateral trade
growth, seven African nations migrated to BRIC trade levels of above
30% of GDP. In addition, almost all African nations have seen BRIC

trade to GDP ratiods rise over the

Congo (DRC),

Figure 7: BRIC-Africa trade to GDP (1980 i 2008)
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Simultaneously, Africa has become more important to BRIC. For
instance, BRIC-Africa trade as a proportion of BRIC-world trade has
grown from 1.8% in 2001 to 3.3% in 2008. Today, African trade
constitutes 2. 9%, 6. 4% and 6.3% of
trade, whilerRuosi Adsigpmdpgo share of

has also increased from 0.2% in 2001 to 1% in 2008.
BRIC-Africa engagements encompass a wide geographic spread

Close proximity and established relations meant that in 1980 nearly

half of BRIC-Africa trade occurred with North Africa. At the same time,
political upheaval, weak institutions and poor infrastructure, meant that
Central Africa was meaningfully marginalised, accounting for a mere

3% of BRIC-Africa trade (see Figure 8). While each region has grown

its nominal trade with BRIC, the geographical footprint of BRIC-Africa
trade has been turned on its head.
BRIC-Africa trade had halved to 23%. Me anwhi | e, East Af
had also declined from 15% in 1980 to 6% in 2008. In contrast, Central
Africa had increased its share of BRIC-Africa trade from 3% to 30%.
Meanwhile, both Southern and West Africa had managed to grow their

share marginally.

Figure 8: Geographical spread of BRIC-Africa trade, 1980 vs. 2008
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Diplomacy proves a vital cog in the BRIC-Africa trade engine

The wider distribution of BRIC trade with Africa is due in large part to
significant diplomatic efforts by BRIC senior state representatives and
P &g paficd AcrodLifebhngnt dintetfe tin of He ntufy) The
establishment or reinvigoration of healthy diplomatic ties has emerged
as a key driver of commercial engagements in Africa for each BRIC
country. These efforts and initiatives have manifested themselves in a
mushrooming of high-level official visits to countries throughout Africa
over the course of the past century, driven by, and in tandem with, the

economic and political expansion of BRIC on the global stage.



High-level® BRIC visits to Africa since 2000 have left virtually no stone

unturned in the drive to align
9). More often than not, these high-level visits have been marked by
the signing of a raft of bilateral trade and economic cooperation
agreements between the African and BRIC countries concerned, as
well as a host of lucrative deals penned by the inevitable business
delegation tagging along with the respective head of state. Indeed, the
diversity of the BRICs commercial and geo-political interests in Africa
has led these nations to engage with some African states largely
dismissed by the international economic community i raising the

collective prominence of the continent as a whole.

Figure 9: Total high-level BRIC visits to Africa (2000 i 2009)
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Even though the margin in terms of the number of high-level official
visits is small between BRIC nations, the number of countries visited
during each trip since 2000 varies significantly (see Figure 10).
Epitomising this is the ratio of visits to countries visited. For each trip
since 2000, China has averaged 3.8 African countries per visit in
contrast to Brazil (2.5), Russia (2) and India (1.1). Logically, the higher
number of countries visited per trip manifests in a wider arc of Chinese

diplomatic forays.

2 High-level diplomatic visits were measured for the purposes of this
paper as official visits by BRIC presidents, prime ministers or premiers,
ministers of foreign or external relations and ministers of trade or
commerce. The authors acknowledge that visits by deputies to these
abovementioned posts qualify as high-level, but for the purposes of
analysis the assessment was limited to primary office bearers. Visits
were measured since 2000 up until and including August 2009.

Af r i c20@9%

Figure 10: Total BRIC visits and African countries covered (2000 i
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BRIC diplomatic efforts in Africa are further complemented by the
presence of official embassies throughout the continent. In this regard,
China is the most represented of the BRIC countries in Africa, with
Chinese embassies in 47 African countries. In addition to its
embassies, China has consulate generals in the following key partners
across the continent: Egypt (Alexandria), Sudan (Juba), Madagascar
(Tamatave), Tanzania (Zanzibar), Cameroon (Douala), South Africa
(Johannesburg, Cape Town and Durban) and Nigeria (Lagos). In
return, 40 African countries have official embassies in China. For its
part, India maintains embassies in 30 African countries, with 37 African
countries having embassies in India, while Russia has a strong official
infrastructure across Africa 1 serviced by embassies in 37 African
countries. In turn, 29 African countries are represented in Russia. As of
August 2009, Brazil had embassies in 28 African countries, up
significantly from the 13 countries it was officially represented in when
President Lula took power in 2003. In addition to its embassy in Abuja,
Brazil has a consulate in Lagos, Nigeria. In total, 38 African countries
have an official presence in Brazil i 30 of which are represented by

embassies and eight by consulates.

Figure 11: BRIC-Africa embassies
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Investment facilitates and follows trade

Broad macroeconomic reforms across Africa have inspired increased
levels of FDI from traditional and emerging commercial partners
throughout the continent. While trade figures provide the most
compelling indicator of BRIC-Africa ties, FDI from BRIC countries is
increasing in relevance. According to the fDi Markets®, India was the
largest of the BRIC countries in terms of overseas investment projects
in Africa between 2003 and 2009 (see Figure 12). Indian multinational
the Tata Group was the second most active investor during the same
time period, investing in a total of 23 projects, second only to Kenya
Commercial Bank (25) and ahead of Coca-Cola (19), Ecobank (19)
and Lafarge (18).

Figure 12: Number of BRIC FDI projects in Africa (2003-2009)

Brazil, 25

Russia, 4 India, 130

China, 8

Source: FDI Intelligence from Financial Times Ltd.

While India may have invested in a greater number of projects, the
cumulative value of these investments (USD25 bn) trails China
(USD28.7 bn), with Brazil (USD10 bn) and Russia (USD9.3 bn) a
distant third and fourth, respectively (see Figure 13). In addition to this,
the average annual growth of Chinese FDI projects in Africa between
2003 and 2009 stood at 58.2% compared to the 42.7% recorded by
India. The average capital investment of each BRIC investment
between 2003 and 2009 was USD400 mn (Brazil), USD330 mn
(China), USD197 mn (Russia) and USD192 mn (India). Thus, India
may be the most active investor in Africa, but in terms of size of capital

investments China leads.

% As measured by FDI Intelligence from Financial Times. These flows
generally reflect only private sector investments, leaving out many of
the large-scale investments by Chinese SOEs during the same time
period. All data is based on public information on company investment
announcements.

Figure 13: BRIC capital investment in FDI projects (2003 - 2009)
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Source: FDI Intelligence from Financial Times Ltd.

However, despite registering significant growth, it is relevant to note
that FDI from BRIC lags the Euro-zone and US in terms of both the
number and value of projects. Cumulatively, the BRICs were the fourth
largest FDI investor region into Africa between 2003 and 2009 (see
Figure 14).

Figure 14: Total capital investment in FDI projects in Africa (2003-
2009)
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Contemporary data therefore compellingly outlines the scale and
significance of total BRIC-Africa commercial and diplomatic integration.
The above analysis of the overall nature of BRIC-Africa commercial
integration is vital for understanding the importance of these ties, not
only for the countries involved but for the global economy as a whole.
The broad analysis does, however, miss the crucial nuances within
each of the BRICs specific relationships with Africa. The following
section unpacks what differentiates Brazil, Russia, India and China
from each other in their engagements with Africa i assessing where
each c o strategicypdimities and comparative advantages lie

across Africa.




Brazil and Africa

Unsurprisingly, Lusophone African countries have formed a core of
Brazil ds diplomatic of f en-kveMBeaziliamn Af r

In recent years, Brazilds relations geliatioRs hAk Viditcd2all Brfndr Portlighdse coidriied in afficah avi n

gained a revitalised thrust from Pr esi dent Lul aSinse
coming to power in 2003 Lula has paid more official visits (eight) to
Africa, covering more countries (nineteen), than any other BRIC head
of state (see Figure 15). An indication of his leadership stands in the
fact that, of the 24 African countries visited by a high-level Brazilian
delegation or official since 2000, 19 of them have been visited by
President Lula. | ndeed, President Lul ads
cause during his presidency has been so strong that it is unlikely the
diplomatic thrust he has engendered will remain in place following the
end of his current, and second, term in 2011. By the time Lula paid his
first official visit to the European Union (EU) in 2007, he had already

visited Africa six times, covering 16 countries.

Figure 15: BRIC head of state visits to Africa (2000 i 2009)
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Apart from Lul a, only Brazil ds

Celso Amorim, has shown interest in expanding ties with Africa. Since

taking up his position in Lulabs

four off i ci al visits to Africa. Dur i

was ai med at

ncumbent 1visit e

paving the way for Lul ads i naugur al t

g 0 Vv afoadiifqlel (2), Angola (3), Sdo Tomé and Principe (2), Cape Verde

(1) and Guinea-Bi ssau (1) .
priorities undoubtedly lie in West Africa, North Africa and South Africa

Apart from Luso

i owing in large part to raw material strength. Proximity and cultural
ties also play significant roles in this regard. Bolstered by the India-

Brazil-South Africa (IBSA) platform, Brazil has made strong forays into

¢ h agpith Rifth dnde 260D, dukridy Svhich finfe isig Righ-level delegations

have visited the country. Tanzania is the only East African country to
have been visited since 2000, when Foreign Minister Amorim attended

the African Union Conference of Trade Ministers in Arusha in 2005.

Figure 16: Brazilian diplomatic visits to Africa (2000 i 2009)
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together visiting Mozambique, Angola, Zimbabwe, S&o Tomé and

Principe and South Africa.

In June, the Brazil Trade and Investment Promotion Agency (Apex-
Brasil) organised an Agri-Solutions exhibition in Dakar, Senegal, to
showcase its expertise in the fields of agriculture, biofuels and
processed food product s . The event
for Development, Industry and Trade, Miguel Jorge, and attended by
25 major Brazilian firms. In total, over 300 companies from 16 African
countries* were represented. Alongside the exhibition, Minister Jorge
led a trade delegation to Senegal, Nigeria, Ghana and Equatorial
Guinea, aimed at promoting agricultural technologies in these
countries. Since taking office in 2007, Jorge has visited a total of eight

African countries in two separate visits to the continent.

* These countries were: Benin, Burkina Faso, Cape Verde, Cote
dél voire, Gambi a,
Mauritania, Niger, Nigeria, Senegal, Sierra Leone and Togo.

G h-Bigsau, Libesia, i Mak a ,

recent visit, Lula was a guest of honour at the African Union summit in
Sirte, Libya, in July this year. Other notable bilateral platforms
established by Lula since 2003 include the Africa-South America
Summit (the inaugural summit of which Lula attended in Nigeria in

2006) and the Summit of the Community of Portuguese Speaking

was Ministern ¢ h e dCougtg}es (&II’IIICQ Izu,a Pt%ansded in Sdo Tomé and Principe in 2004).

Brazil 6s African priorities hutorical al so
affiliations. | n 200 6, 42.6% of Brazil 6s 187
themselves as being of @Amixelkhtoalaceo,

90 mn of Br azi | 6 sclaifn3i8ect Africanpancpstryl. lat i o n

addition to this, during the civil wars in the 1970s and 1980s in the

former Portuguese colonies, Angola and Mozambique, refugees from

Africa flowed to Brazil in relatively large numbers. At the beginning of

the 1990s the number of Angol ams f | ¢
seeking refuge in Brazil was estimated at over 15 000. These

Gfillatibfs@as well as common bonds held with Lusophone African



countries, partially offset
the approximately seven million Brazilians living abroad, only 0.7%
reside in Africa, with the majority (40%) living in North America and

Europe (see Figure 17).

Figure 17: Geograph i c a |
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Source: European Migration Network, 2008

The fruits of the political engagement are most obvious when a torch is

shone on trade relations. Brazil has expanded bilateral trade
particularly aggressively (second only behind China in terms of speed
since 1990). In aggregate terms, on the back of a robust CAGR of
around 16% each year since 1990, Brazil i s
largest trade partner (still significantly behind the EU, US and China,
but close on the heels of the UK and Japan). In 2008, trade with Africa
constituted 6.3% of Br azi |. mswominal teenk, Brazil-afdce
trade has increased from USD700 mn in 1990 to USD26.3 bn in 2008,
which is quite an achievement considering that trade stood at a mere

USD3.1 bn as late as 2000.

Figure 18: Brazil-Africa trade
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I n aggregate ter ms,
made up of sugar and sugar confectionary (18%); meat (11%);
vehicles (not railway or tramway) (10%); nuclear reactors, boilers and
machinery (8%); ores and ash (7%), animal and vegetable fats (4%);
t he

and cereals (4%). In the process, Brazil i s origin
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current-dy
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Afri cads sn@Whatiscleanis that Brazil has, for the most part,
fastened to its global competitive advantage in soft commodities in its

dealings with Africa.

Wh i
has become more pronounced, Braz i | 6 s tradi

woul d
ng
Africa are concentrated on only a few key partners. In fact, Brazil has

Il e in nominal terms it

targeted a handful of nations, focusing trade engagements, manifesting
in a relatively narrow African footprint. More specifically, Nigeria (32%);
Angola (16%); Algeria (12%); South Africa (10%) and Libya (7%)
constitute 77% of the total Brazil-Africa trade.
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A large proportion of Africad s i tsrfpm Brazil in 2008 siphoned to
the relatively affluent North African region, which is in close proximity to
Portugal i Egypt (USD1.4 bn), Algeria (USD668 mn), Morocco
(USD557 mn) and Tunisia (USD222 mn). However, the significant
opbrts éhanaet tb Angada (USB2 bn), which shares

the historical legacy of being a former Portuguese colony and is also a

maj ority

key source of energy to Brazil. Nigeria (USD2 bn) is also a key export
market and a key energy source and has a large and growing domestic
market. In addition, South Africa (USD1.7 bn), which is the wealthiest
nation in Africa, is an important market. Evidently, Brazilian exports to

Africa are confined to a few key trading partners.
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Figure 20: African imports from Brazil (2008)
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Sources: IMF, WTO, ISI Emerging Markets, Standard Bank Group

African imports from Brazil have grown at a staggering CAGR of 25%
p.a. since 2000, increasing from a mere USD1 bn in 2000 to USD7.83
bn in 2008. In fact, taken over a longer time frame of between 1992
and 2008, the CAGR of 13% is relatively benign. Nevertheless, over
the past two decades, Angola (29%), Algeria (25%), South Africa
(21%) and Nigeria (17%) have each experienced a rapid CAGR in
imports from Brazil.

It is worth highlighting that Brazil is an important exporter of soft
commodities, such as coffee, cocoa, sugar, corn, wood, paper and
pulp, and tobacco. Clearly then, in a number of products, Africa and
Brazil actually compete meaning that Brazil will naturally find exporting
its traditional exports to Africa rather difficult. In 2008, the top five
products that were exported to Africa were food, beverages and
tobacco (18%); mineral products (14%); live animals and animal
products (10%); transport equipment (10%) and animal or vegetable

fats and oils (4%). These products signify 55% of total African imports.

Figure 21: Composition of African imports from Brazil
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Despite the rapid growth in imports from Brazil, the majority of Brazil-
Africa trade constitutes African exports to Brazil, which increased from
USD3.1 bn in 2000 to USD18.5 bn in 2008. Mineral products (86%);
chemical products (7%); base metals (0.7%); and food, beverages and
tobacco (0.6%) constitute 95% of African exports to Brazil. Africa
provides Brazil with 34% of its total imports of mineral fuel and oil; 40%
of its cocoa; 25% of its tobacco; 13% of its inorganic chemicals and
precious metal compounds; 16% of its salt, earth, stone, plaster, lime
Brazil 6s i and steel

and cement; and 5% o f ron

Figure 22: Composition of African exports to Brazil
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Reflecting the weight of commodities i in particular oil i i n Afri ca
importgne tradea i s

partner, with exports amounting to over USD8 bn in 2008, having

export basket to Brazil,
grown at a staggering CAGR of 66% p.a. since 1992 from a mere

USD29 mn. In fact, Brazil ranks Nigeria as its fifth most prominent

source of imports, accounting for 4.5% of Braz i | 6s t ot al i mpo
Nigeria exports 7% of its total exports to Brazil and, recall, around 97%

of Ni geri ads eoipSimilars bucto a eds intpressiee
degree, Algeriad6s exports to Brazil
1992toUSD3 bn in 2008. Again, Brazil ra
important export market, accounting for around 4%
in 2008, of which 97% are made up of fuel products. Meanwhile
Angol ads exports to Brazil have i ncr

USD2.2 bn in 2008, of which almost 100% comprise fuel products.
Again, what is clear in the context of African exports to Brazil is that
certain isolated relationships form the spine of Brazil-Africa trade. That
said, Cape Verde (a former Portuguese colony), and Morocco also

rank Brazil as a top-five trading partner.

11



Figure 23: African exports to Brazil (2008)
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Russia and Africa

Trade is a central artery ambition®
implying that Russia intends to increase its share of world trade. In
2007, Russia accounted for a mere 2.1% of world trade, making it the
12" and 16™ most prominent exporter and importer in the world,
respectively. To build on recent gains in trade, the diversification of
economic output is essential. However, despite these objectives,
bilateral trade between Russia and Africa remains relatively minimal,
hovering at USD8 bn in 2008. In fact, Russia-Africa trade constitutes a

mere 4% of BRIC-Africa trade. Russian trade has grown more rapidly

than Africads traditional tradi
14.9% since 1992 (see Figure 24)
Figure 24: Russia-Africa trade
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Furthermore, Russia-Africa trade is concentrated on a few African
nations. For instance, in 2008, the vast majority of Russia-Africa total
trade occurred with Egypt, Algeria, Morocco, Tunisia, South Africa and
Nigeria account for 80% of total Russia-Africa trade.

Figure 25: Direction of Russian trade with Africa (% of total)
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African exports to Russia have grown at a CAGR of 10.6%, from
USD400 mn in 2001 to USD2.2 bn in 2008. Here one sees the tangible
difference between Russia and the other BRIC nations: Russia has an
resources i and metals.

abundance of natural particularly oil

ussi amereforepwhilegapust domesticoegopamic growth in China, India and

ng

12

their

domestic economic growth, industrialisation and urbanisation can

Brazil has <confl ates econ

occur with limited input from African natural resources.

Somewhat predictably, trade with Africa is highly concentrated:

e  Countries in the North dominate with Algeria, Egypt and Morocco

exporting citrus fruits, potatoes and tomatoes to Russia.

e In West Africa, Guinea, which exports Aluminum; and the Ivory

partcga%tr a CAGR

. increasin at
w'ch|ch exports cocoa, are don‘?lnant
e South Africa is the only other notable exporter to Russia,

exporting ores, iron and also citrus fruits.

Collectively, these 6 countries account

exports to Russia.
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Figure 26: African exports to Russia, USD mn (2008) Figure 27: African imports from Russia, USD mn (2008)
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Africaods I IRpssia hase gfowno more robustly than its The relative insignificance of Russia as a commercial partner to most

exports. Since 1998, Russian exports to Africa have increased from
USD900 mn to USD5.8 bn in 2008.

African states significantly lowers the bargaining power of its firms
pursuing commercial ties throughout the continent. Moreover, Russia is
Again, Russiabds exports ¢t o ,aithNdrtle a ar Ramstrenpig Afiicg ky the insigaifisance efits diasperainetwork on the

Africa dominating. continent. Of Russiabds estimated gl o

reside in former USSR states such as Ukraine (8.3 mn) and

*  Algeria, Egypt, Morocco and Tunisia account for nearly half of Kazakhstan (4.4 mn). In addition, over 2.5 mn reside in the US, leaving

Africads imports from Russia. Pr oa(sirHaﬁ pterscenta?gé seprea&Véc%ses the réstoPthe Wdrid (];ere I9igmure 28).
cranes, lorries and gas turbines, to cereals, to sulphur, and . .
According to recent estimates, only

petroleum. In fact, Egypt, Morocco and Tunisia are the only Africa

African nations that list Russia as a top five source of imports.
Figure 28: Geographicalspr ead of Russ (mmpeoplei aspo
. Russia has made rapid progress in East Africa, increasing

exports to Ethiopia and Kenya from vitually zero to near 300 mn 20

i exporting fertilizer to Ethiopia and petroleum and cereals to 16

Kenya.
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Mineral fuels, oils, and distillation products (18%); salt, sulphur, earth,
stone, plaster, lime and cement (14%); cereals (13%); iron and steel 8
(10%); aircraft, spacecraft, and parts thereof (9%); and fertilisers (6%) 4
account for 70% of Russian exports 0 Africabd.
salt, sulphur, earth, stone, plaster, lime and cement; one-third of Former  North South Other  All other
Africads cereals; and 10% of Africab USSR statesAmerica  America  Europe i a.

Source: Heleniak, 2004

As evidenced by President Medvendevds
June this year, the Kremlin is intent on reversing its diplomatic and

cultural disadvantage in Africa®. Able to leverage a strong network of

® See BRIC in Africa: Russia re-engages Africa with elevated

bargaining power, 30 July 2009.
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