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AFRICA’S OTHER EMERGING PARTNERS: A LOOK AT BRAZIL, RUSSIA, INDIA AND SOUTH KOREA

Africa’s engagement with emerging economies has increased in recent years,
and extends beyond trade and investment into technology transfers, knowledge
sharing and skills development. In addition to China, the other members of BRIC
(Brazil, India and Russia) have also quietly been making inroads into Africa. For
these countries, the continent represents more than just a source for oil, gas
and other natural resources; it also offers these economies a timely opportunity
to expand bilateral technical co-operation, revolutionize renewable energy

production, become leaders in science and technology, and enhance their political Q\‘,,"/

and commercial in uence in the world. Similarly, Africa is bene ting from

increased trade and investment with emerging markets, improved technical co-
operation as well as technical expertise from countries such as Brazil, Russia, India

and South Korea, which play an important role in contributing to the continent’s
socioeconomic development.

While China-Africa relations are more studied than the other BRICs and
South Korea, the relationships between these countries and Africa are growing in
importance. As such, here we examine Africa’s economic engagement with four
emerging countries (i.e.: Brazil, Russia, India and South Korea) by quantifying and
analyzing their trade and investment ows into the continent as well as by assessing
the potential of their energy and technological expertise for African countries.

As with China, at a policy level, Africa’s engagement with the four countries
is pursued more on grounds of equality and solidarity, with common development
goals without the historical baggage of colonization. In fact, historically, the
relationship between Africa and these four emerging economies, especially with
Russia, has focused on political co-operation, dating back to the support given
to liberation movements. Since 2000, Africa’s relationships with these emerging
markets have developed into economic partnerships, especially in the areas of
trade, investment and development assistance.
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Africa’s Trade with Brazil, Russia, India and South Korea
Trade between Africa and these four countries has steadily increased since
2000, rising from just over US$10 billion to a peak of US$65.4 billion in
2008 before moderating to US$48.1 billion in 2009 and US$44.3 billion
in 2010 as a result of the global financial and economic crisis (see Figure
8.1). The burgeoning trade between Africa and these emerging economies
is also beginning to chip away at the volume of trade between African
countries and their traditional partners in the West (mainly the European
Union and USA), whose share, while still quite large, has declined during
the recent global recession.

The structure of Africa’s trade (especially exports) with Brazil, India,
Russia and South Korea is, however, dominated by a few countries and tends
to be concentrated in a few sectors. For example, mineral fuels account
for over 70% of Africa’s exports to India, while only six countries (Algeria,
Egypt, Morocco, Guinea, Cote d’lvoire and South Africa) account for close
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Figure 8.2:

The Structure of Africa’s
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Box 8.1: Brazil’s Biofuels Revolution

The 1973 oil crisis represented the beginning of Brazil’s strategic move towards ethanaol fuel
production in order to reduce its dependence on oil imports. After 30 years of continued state
support of the biofuel programme, based on agricultural technology for sugar cane cultivation,
Brazil has become the world’s second largest producer of ethanaol, after the United States. In
2008, Brazil produced around 28 billion litres of ethanol and exported more than 5 billion litres.
Nigeria and Ghana imported respectively 37.8 million and 19.7 million litres of ethanol from
Brazil in 2008. Bioethanol production accounts for 40% of Brazil’s energy demand and close to
75% of all new cars in Brazil now run on a blend of biofuel and gasoline, hence contributing to
the reduction of the country’s carbon emissions.

Brazil's quest to position itself as the world’s leading producer and exporter of renewable
energy has been a key commercial driver of its agricultural focus in Africa. Given the continent’s
large potential for agricultural production [including sugar cane), the Brazilian government
has pledged to assist African countries to exploit the production and export opportunities of
agriculture and biofuels through trade, co-operation, technology, and skills transfer. As an
example of agricultural technology transfer, Brazil’s agriculture research agency, EMBRAPA,
opened an office in Accra, Ghana in 2008, with an emphasis on helping the country to develop
its ethanol industry. Then in November 2010, the Brazilian government announced that it would
be investing U5%300 million in a sugar cane plantation at Makano, near Salanga. The factory
is expected to produce over 100 000 cubic metres of ethanal. Ethanol is set to become Ghana's
fourth major export after cocoa, gold, and timber.

Source: Ben Barka, (11 May 2011), “Brazil's economic engagement with Africa”, Africa Economic Brief, Volume 2, Issue 5

to 80% of Africa's exports to Russia. Africa’s exports to the four countries
consists mostly of primary commodities (oil and mineral products), which in
2010 accounted for over 80% of Africa’s exports to the four countries, and
thus benefits mostly resource rich countries (see Figure 8.2).

The structure of Africa’s imports from the four countries is slightly more
diversified than its exports, consisting mostly of machinery and transport,
manufactured goods, chemical products, and food and beverages. Also, a
small number of African countries account for more than 50% of African
imports from these four countries. Brazil's major trading partners in Africa
are Nigeria, Algeria, South Africa, Libya, Angola, and other Lusophone
countries. For Russia, the North African countries (Algeria, Egypt, Morocco,
Tunisia), Nigeria, Kenya, and Ethiopia make up the bulk of its trade with the
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continent. India’s trading relations with Africa are concentrated in Mauritius,
Kenya, Uganda, Tanzania, South Africa, Nigeria, and Angola, and in part
reflect the historically close and privileged relations the country has with a
significant Indian diaspora in these countries. About 90% of South Korea’s
trade with Africa is also concentrated on a few countries, including Algeria,
Democratic Republic of Congo, Egypt, Equatorial Guinea, Gabon, Liberia,
Libya, Nigeria, South Africa, and Zambia.

Growing Investment Opportunities for Africa
In addition to trade, the new partnerships between Africa and some of
the emerging markets have improved prospects for technology innovation,
knowledge transfer and investment in key sectors such as agro-processing,
environmentally friendly oil production, information and communication
technology, and manufacturing (see for example, Box 8.1).

As the position of these countries in the global economy grows, their
public and private entrepreneurs increasingly seek to expand their business
activities and diversify their sources of natural resources as well as their
markets. This quest for natural resources and expanded markets has been
the driving force behind these countries’ recent engagement with Africa, as
evidenced by their companies investing heavily in oil exploration and mining
projects (gold, diamond, phosphate, copper ore, uranium, etc). In 2009,
total investments from Brazil and Russia in Africa surpassed US$10 billion
and US$20 billion respectively. Investment flows from India and South Korea
have increased more than 20-fold since 2000, with Indian foreign direct
investment (FDI) outflow reaching a peak of US$2.4 billion in 2008 and that
of South Korea recording close to US$400 million in 2009.

Africa’s rich untapped oil and gas reserves provide an opportunity
for BRIC countries to meet their growing domestic energy needs, and
expand their world-leading role in energy and natural gas production and
export. Russia is a case in point. Because it is facing a depletion of its oil
and gas reserves, Russian resource-based companies are turning to Africa
as an alternative source of supply as a means of sustaining growth in the

energy sector as well as a means of maintaining their global dominance.
Thus, on account of its strong economic growth, large external assets
(US$480 billion in foreign exchange reserves), increasing outward direct
investment stock (from US$3 billion in 1995 to US$249 billion in 2009), and
politico-strategic ambitions, Russia represents a major potential investor for
African resource-rich countries (see Table 8.1).



Table 8.1:

Major Investments of Russian
Companies in Africa

Norilsk Nickel

Norilsk Nickel

Sintez

Lukoil

Rusal

Severstal

Gazprom

Alrosa

Rosatom

South Africa Gold Fields

Botswana Tati Nickel

South Africa, Namibia,
Angola

Cote d’lvoire, Ghana

Nigeria ALSCON

Liberia

Algeria Sonatrach

Angola, Namibia, DRC

Egypt

Gold mining and

. M&As (acquired 30% of Gold Fields) US$1.16 billion 2004
processing
Nickel mining and M&As (acquisition of Canada Lion Ore -
processing Mining gave it 85% stake in Tati Nickel) US$2.5 billion 2007
Oil, gas, dlamon.ds and “Greenfield” investment US$10-50 million 2006
copper exploration

1 i i 2
0il exploration M&As (acquired interest in 10 500km2 deep US$900 million 2010
water blocks)
. - M&As (acquired majority stake in s

Aluminum refining aluminium smelter company, ALSCON) US$250 million
Iron ore M&As (acquired control of iron ore deposit US$40 million 2008

in Putu Range area of Liberia)

Joint exploration and development projects

by debt write-off agreement and arms deal US$4.7 & US$7.5 billion | 2006

Natural gas exploration

Diamond mining, and

hydro-electricity US$300-400 million 1992

“Greenfield” investment

Ongoing negotiations to build Egypt’s first

US$1.8 billion 2010
nuclear power plant

Nuclear power

Source: Various media sources; Russian companies’ websites

Although the search for natural resources dominates FDI flows
to Africa, there are other factors that are also making the continent an
increasingly attractive investment destination for the companies from
these countries. Investments and co-operation in development sectors
such as agriculture, health, information and communication technologies
(ICT), education, capacity building, and skills transfer have also been the
backbone of Africa’s engagement with Brazil, India, South Korea and, to
an extent, Russia. India is a case in point. The country’s investments in
Africa extend beyond natural resources and are found in chemicals, ICT,
and health sectors (see Figure 8.3).

India’s expertise in agro-processing and small farm mechanisation (e.g.:
manufacturing and export of agriculture tractors, seed-cum-fertilizer drills,
etc) has been instrumental in improving farm technologies and productivity
in Africa, and promoting agro-business through technical assistance and
skills transfer. In the area of health, Indian pharmaceutical companies, such
as Ranbaxy Laboratories Limited, have established a presence in many
African countries with the aim of providing a wide range of quality and
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Box 8.2: Pan-African e-Network Project

This ground-breaking project, which was set up as a co-operative venture between the African
Union and the government of India, was inaugurated in 2009. It aims to link major universities
and centres of excellence in Africa and India and thereby extend higher education to some

10 000 students in Africa over a 5-year period. It also aims to link major African hospitals to

12 super speciality hospitals in India to improve medical training, online medical consultations,
and other facilities. In addition to tele-education and telemedicine, the project supports
e-governance, infotainment, resource mapping, and meteorological services.

India undertook to provide seamless and integrated satellite, fibre optic and wireless
networks, to connect 53 learning centres, 53 remote hospitals, 5 regional universities, and 5
regional hospitals in Africa to 7 leading universities in India and 12 super specialty hospitals.
The Indian government has invested U5%1 billion in the project.

It is considered a shining example of a 5outh-5outh partnership and the biggest project
of distance learning and telemedicine ever undertaken in Africa. A total of 47 African countries
have already joined the project, which is now in its second phase, with plans to extend to all 53
AU member states.

Source: www.panafricannetwork.com

affordable generic drugs to African consumers. And with regard to ICT,
the Indian government has helped to fund the development of various
projects across Africa, such as the ambitious Pan-African E-Network Project
to promote online education and telemedicine programmes (see Box 8.2).

A Framework for Co-operation, Development Assistance
and Knowledge Sharing

Africa’s engagement with the emerging economies has a growing focus
on development aid and technical assistance. As with China, official
development assistance (ODA) from most emerging countries to Africa is
closely tied to their trade and investment activities and is usually channeled
through export-import banks (e.g.: in the case of India, through the EXIM
Bank of India'). This makes it difficult to evaluate, in absolute terms,
official flows from emerging donors. Another distinction of aid from these
countries is its sectoral concentration, particularly in infrastructure and

1 To help African countries set up development projects in a variety of sectors (e.g.: agriculture, infrastructure,
power, etc.), the government of India extends lines of credit through its Export-Import (EXIM) bank to African
governments, banks and financial institutions at concessional



production sectors, which many African governments view as drivers of
economic growth and solutions to underdevelopment and poverty. This is
in contrast to aid from the traditional donors, which tends to favour social
sectors and governance.

Korean development assistance to Africa

South Korea is one of the few emerging economies that is now a
member of the Development Assistance Committee (DAC). Its
development assistance to African countries focuses on human
resources development and building capacity in governance. Since
2004, South Korea’'s bilateral and multilateral ODA to the continent
has steadily increased from a low of US$2.8 million to almost
US$100 million in 2008 (see Figure 8.4). Furthermore, the Korean
government pledged to double its assistance to Africa by 2012 and
provide financial and technical assistance in the health, information
technology, education, and agriculture sectors.

Brazil’s social programmes and technical co-operation

Brazil is emerging as an important global player (ranked the 10th
largest economy in the world) and a major driver for greater South—
South co-operation. In Africa, Brazilian engagements are moving
beyond commercial and broader geopolitical interests to embrace
social development programmes and knowledge transfer, particularly
to the agricultural/biofuel sector. Brazil’s developmental engagement
in Africa is also moving beyond Lusophone countries and extending
to Algeria, Benin, Botswana, Burkina Faso, Cameroon, Cote d'Ivoire,
Gambia, Liberia, Mali, Morocco, Nigeria, Kenya, Senegal, Sierra
Leone, South Africa, Togo, Tunisia, and Zambia.

The Brazilian Co-operation Agency (ABC), which was created
in 1987, co-ordinates the country’s technical co-operation projects in
the Global South through the provision of expertise, education and
training, humanitarian relief, and concessional financial assistance.
The scale of resources deployed in technical co-operation activities
has almost tripled since 2006 to reach BRL52 million in 2010 (about
US$30.5 million), with Africa receiving 50% of ABC's annual budget?.
Although a large part of Brazil's engagement with Africa reflects the
historical affiliation of Brazilian development assistance to Lusophone
countries, there is a wave of technical co-operation projects that are

2 Source: ABC
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being negotiated with new partners, including Benin, Botswana,
Burkina Faso, Chad, Kenya, Mali, Morocco, Namibia, Nigeria, Senegal,
and Zambia. The number of Brazil's technical co-operation agreements
increased to 413 in 2009, from only 23 in 2003 (see Figure 8.5).

India’s Aid For Africa programme

Within the context of its Aid for Africa programme, India offers
technical co-operation to many African countries through the Indian
Technical and Economic Co-operation (ITEC) and other related
programmes. ITEC allocates aid based on the importance (economic
and/or strategic) of the recipient country for India; it also provides
funding for the training of African personnel in India, for projects,
technical assistance, study trips, and humanitarian assistance.
India established the Special Commonwealth Assistance for Africa
Programme (SCAAP), which operates under similar modalities to ITEC
but its coverage is restricted to those African countries belonging
to the Commonwealth (i.e.: 19 countries). In 2009 to 2010, India
provided assistance worth US$16.8 million under ITEC, US$1.8 million
under SCAAP, and US$24.6 million as direct aid to African countries.3)

3 Source: Indian Ministry of Foreign Affairs
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The first Africa—India Forum Summit, held in New Delhi in April
2008, marked a new era of co-operation, with the Indian government
pledging support to African countries through bilateral, regional, and
continental initiatives. The summit aimed to forge a strategic economic
partnership between India and Africa in a number of areas, including
trade, investments, energy, agriculture, regional integration, peace and
security, and ICT. The co-operation framework agreed at the summit
and the initiatives/pledges to scale up investment and aid to Africa
(e.g.: US$5.4 billion LOC and US$500 million grants up to 2013) all
reaffirmed India’s aim to diversify its energy resources, increase market
access for Indian products, and promote Indian investments in Africa.

Conclusion

The increasing trade and investment activities of emerging economies in
Africa during the past decade present significant opportunities for Africa’s
socioeconomic development. The efforts of countries such as Brazil, India,
South Korea and Russia to augment FDI and become strategic aid partners
to the continent are noteworthy. Brazil's strong political engagements with

the continent (originally pursued by president Luiz Inacio Lula da Silva and
supported by the current president of Brazil, Dilma Rousseff), paved the way
for many Brazilian companies to invest heavily in Africa. Also, the country’s -
overall co-operation with Africa, in the form of knowledge sharing and skills
transfer, will help build and strengthen African capacity to adapt to new
technologies and better compete in today’s new world economy.
India’s growing expertise in new technologies and its success in IT-
based economic growth will help African countries bridge the digital divide
and improve their competitiveness in the global marketplace. Russia’s
expertise in energy exploration and production, and its membership of
the G8, present an opportunity for African governments to work jointly
with Russian companies and international organizations such as the African
Development Bank (AfDB) in order to ensure a strong and constructive
linkage between Russia’s energy interests and sustained economic growth
on the continent.
In addition to the benefits it can reap from South Korea's
active engagement in the mining industry and support for technology
advancement, Africa could also learn from South Korea's success stories on
good governance, particularly through dialogue and co-operation on policy
and institutional capacity building.
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