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ABSTRACT
The analysis of this thesis was done with most reflections on development

theories concerning China's development aid assistance to Nigeria and the impact on
development. These were dependency and modernisation theories. Further, the
dependency theory was found suitable because it enabled the analysis to look
critically on the level of interdependent between Nigeria and China concerning
China’s aid in the development of particular countries according to the findings.
While the modernisation theory was found relevant in the analysis as it enabled for
critical explanation and understanding of some of its features with regards to
Chinese aid particularly with aid geared towards infrastructure development in
Nigeria, which is an aspect of modernisation. In all, the thesis drawn its conclusion
from the ruling of the above hypothesis, which after a critical look at the findings
and as they were analysed, it turned out to be that majority of the findings were
that China provides aid to Africa and specifically Nigeria because China want
resources. But, China’s contribution towards the achievement of development in
Nigeria is quite significant and cannot be undermined. However, there remains an
open end to this thesis regarding the fact that what will happen in the future when
these resources especially the natural resources are depleted of? Will China still
continue or will it stop to provide development aid assistance to Africa and
specifically Nigeria? This perspective is left for further research on the above area of

studies,




CHAPTER ONE
INTRODUCTION

1.0 Introduction
This Chapter introduces the key concepts, the background to the study, the research
problem, objectives, scope and significance of the study.

1.1 Background of the Study

This thesis focused on China's aid to Africa and will further examine China's aid to
Nigeria and its influence on the economic development of this country amongst
others. Again, this study will be interested to investigate on both the part of aid
provided by the Chinese state and non-state aid to Africa and Nigeria specifically.
Moreover, China has been one of the aid-giving donors to Africa and studies show
that Chinese aid to Africa started several years ago, so it is not a new practice (Li
Xing, 2010 P: 76). Also, (Jinyuan, 1984) cited in (Power Marcus et al, 2012)
supported Li's view above that

there are indications that the indirect exchange of products
between China and Africa could go back to two thousand years as
Chinese officials were sent to and visited Africa and African
magician came to China, thus starting the earliest human contact

between the two continents (Power Marcus et al, 2012 P: 29).

1.1.1 Historical Perspective
According to Paul Opoku- Mensah cited in Li Xing (Li Xing 2010), the reason why

China has to become part of the development aid assistance could be that ... China
is attracting extemal capital, and as a balance China wants to help developing
countries by financing infrastructure projects* (Ui Xing 2010 P: 71). Also, Chinese
aid to Africa as of the 1940s to the 1070s could be describe as having a more
political motivation than other wise. Consequently, during the above period China's
aid evolved around the following characteristics: ideological, moral, a toll for foreign
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policy, that is aid acted as an encouragement to liberation movements amongst
others. Furthermore, China's aid at this time had a strategic goal, which was meant
to discourage the influence of the Soviet Union in Africa. As a consequence, China
could only provide aid to those countries in Africa, which were not in favour of
Taiwan independent and sovereignty (Li Xing 2010 P. 75). Further, Dijk Pieter
pinpointed that China's Official Development Aid (ODA) dates back to the 1950s
meaning that for the last 6 or more decades, China has been giving aid to Africa
(Dijk Pieter Miene Van 2009 P: 56-59). Also, China and Africa amongst other
countries began to gain a more frequent and increased scale in trade between each
other. Further, this was as a result of a significant advancement in China's
agriculture, commerce and the handicraft industry. Also, China's knowledge about
Africa began to increase as a result of the development of trade and this was during
the China's Sung dynasty (960-1279). According to Li Xing (Li Xing 2010), in 2001
over 160 countries around the world received aid that is on the recipient side and a
huge portion of this aid was concentrated on poorest countries in sub-Sahara Africa

amongst others.

However, as part of trade China also engaged in providing aid to Africa. Further,
studies show that during the 1970s Chinese doctors were sent to Africa as aid
teams, For example in Tanzania, some of these doctors did not go back, they remain
and set up private practices which they carried out both Chinese medical
technologies and western medical technologies. Also, in the past China used to send
a medical aid team to Africa, which consisted of about 200 medical workers and this
medical team, was sent from Chinese province called Guandong to provide medical
aid to the Africans. But over time things have changed that the above aid assistance
by the Guandong province has greatly reduced. That is in recent times the number
of medical workers sent to Africa for medical aid is only about 2 to 4. This shows
that the game behind aid giving is changing it form as time evolves (Xiaoyun, Li
2008, Lyakurwa, 2008) cited in (Li Xing, 2010 P: 79 — 80). For example, the situation
of China's Aid to Africa nowadays is different from what it was in the 1960s and
1970s. That is in the 1960s and 1970s China was providing aid mostly for political

reasons but today it is mostly for trade purposes, that is commercial and economic
2




reasons. For example, Already in the 1950s and 1960s China was already present in
Africa and at that time the Chinese leader were in support of independence
movements and anti colonial activities in Africa. Again, things took another turn
towards not only the above but specifically the support was tilted to socialist
regimes. For example, the support for the destruction at that time and today the
reconstruction of the Beguela railway in Angola shows Chinese long-term support to
Africa. Another example of the kind above was China's support for the construction
of the TAZARA railway linking Tanzania and Zambia. Also, other aid donors found no

interest in supporting Tanzania but China because Tanzania was a socialist country.

Nevertheless, the above could be explained that China is relying on African countries
for political support thus the reason why China is giving the African countries aid
assistance during their own political troubles. However, an example of Chinese aid
projects in Africa between 1975- 1978 is shown by the construction of the railway
known as " TAZARA' railway. Again, this railway's construction began in 1970 and by
1976 it was ready for use and all the financing and execution was done by China.
However, the purpose of this rail construction was to link up Zambia to other parts,
without only using the rail lines that passed through Rhodesia. Also, the purpose of
sponsorship of this railway by China was to cut-off the economic dependence of
Zambia on South Africa and Rhodesia (ibid P: 76).

Nevertheless, China’s aid to Africa between 1988 and 1990 was on an increase. That
is it increased from 60 million US dollars to 375 million US dollars respectively (ibid
p.77). Also, China made all efforts to encourage and increase in its relationship with
Africa so as to be able to satisfy its high demand for resources, markets as well as
possibilities for Chinese investment in Africa. Further, this aspect of China's foreign
relations with Africa made china to be regarded as coming to Africa just to suck all
the natural resources to feed its industries. However, one of African trade minister
in a country in West Africa in 2007 said that 'Africa must markets in china and avoid
a colonial relationship with Beijing™ (Eisenman J. and Shinn D. H. 2012 P: 289),
which only attempts to fulfil the above ambition of China.




Nevertheless, it is vital to note the various sources or Chinese departments involved
in aid giving decisions with regard to china's aid system. In this light, studies
revealed that there exist 6 primary bodies that make decisions concerning china's aid
system and they include: Exim Bank of china, ministry of finance, ministry of foreign
affairs, ministry of commerce amongst others. Consequentiy, amongst the above
mentioned the sole responsibility for aid is in the 'hands’ of the ministry of
commerce. Also, China's policy for aid is a combination of social spending and
market measures. The reason for this form of aid policy is because China, still seen
as a developing country also experience similar challenges like others in this
category. As such, the Chinese model of development is a lesson for the other
developing countries to copy vital ways in solving the poverty situation and the
achievement of development plans. As a result, China does practice a non-invasive
approach in its aid policy by recognising the importance of all its aid recipients to
Beijing. Furthermore, China's aid policy therefore possess these characteristics:
underpinning a historical alignment, fostering market traction, engendering
ownership and self-reliance, strengthening the “one China’ policy amongst others
(Jiyiragira Yves and Abbas Hakima 2009 P: 150).

Moreover, it is the China Exim Bank that provides concessional loans to African
recipient countries and on the basis that these loans are to be used for projects
identified by the recipient countries as national priorities for development. In this
sense, the China Exim bank plays a significant role as a major actor providing
financial support across Africa. For example, studies show that the above Bank for
projects in Africa had approved more than 6.5 billion US dollars at the end of 2005.
Again, these projects in account of the bank’s total approval by this time accounted
for almost 10%. Also, by mid-2006 and at the start of September 2006, an
estimated amount of 12.5 billion US dollars had been approved in loans for
infrastructure projects only in Sub Saharan Africa (SSA) and projects by Exim Bank
of about 259 in number were carried out in 36 African countries (Ellis 2007) cited in
(Jiyiragira Yves and Abbas Hakima 2009 P: 150). In addition, other financial lending
institutions in China had also played an active part in infrastructure development in

Africa apart from the Exim Bank. For example, the China Development Bank, Bank of
Fil




China in the 1960s during the construction of the Tazara railway in Zambia. Also, the
industrial and commercial Bank of China is not left out of the list in financing
development projects in the continent and this could be seen through its 5.46 billion
US dollars stake in South Africa's standard charter Bank (ibid).

Moreover, scholars like the one below pinpointed that, another Chinese principle
postulates that the Chinese government assist the recipient countries not to engage
in building heavy investment projects but less investment projects, which enable for
quicker results and also for the recipient government to realise some increment in
income and to accumulate more wealth. Further, best quality equipments are
provided by the Chinese government together with materials manufactured in China
at prices of international market standards. The Chinese government also assures
that if any of their equipment and or material is found below the agreed
specifications and quality they could be replaced (Ellis 2007) cited in (Jiyiragira Yves
and Abbas Hakima 2009 P: 151).

Furthermore, many scholars have shown concern in this area of China's aid to Africa
just like the above. For example, (Paul in Li 2010) pinpointed that China is just a
new player in the aid system and China possess qualities, which makes it capable of
changing the traditional ways of overseas development assistance. Also, China is one
of the bilateral aid donors as opposed to muitilateraf aid donors like the international
financial institutions amongst others. Again, official aid allocated bilaterally to Africa
was 70% and this was in 1997, while the remaining 30% was allocated through
multilateral aid channels. Nevertheless, apart from economic reasons, China also
provides aid for political reasons even though not clearly pronounced. For example,
It is portrayed that Chinese aid is constituted by some motivations and one of these
is to neutralize assistance from rival nations that obtained help from Taiwan. Again,
according to studies China provide aid assistance to recipients in various forms for
instance, in the form of concessional loans as had been noted in some previous

paragraphs of this investigation.

Moreover, other forms are: grants, investment aid, and government guarantee for
investment. In addition, China began providing aid to Africa from the 1940s and has
5




continued till this time. Moreover, from 1978-1989 Chinese aid to Africa took another
dimension, which was the economic pragmatism. Consequently, this dimension of
aid led to a start of declining aid to Africa as a result of some dynamics in the
Chinese economy at that time (ibid P: 76). Also, from 1989 getting to 2006 China
had promising intensions towards its aid policy in Africa and intended to increase its
volume of aid during this period. In light of the view above, the discussion of China's
aid to Africa was based on a south-south cooperation. Consequently, China did
renewed its interest in Africa during the above period of time and aid was increased
in 1988 from 60 million US dollars to 375 million US dollars in 1990 making an
increasing difference of 315 million US dollars. However, it is still not clear with
regards to whether the advantages of Chinese aid overall to African development
outweighs the disadvantages or there is a balance (Mahmoud 2008) cited in (Pieter
2009 P. 68). Nevertheless, going back to the 1960s and 1970s, it is shown that
China's agricultural assistance had been a priority strategy for China’s aid and that
Africa amongst other continents was the highest beneficiary. For example, in more
than 40 African countries pilot farms were built by Chinese aid, Chinese aid has been
engaged in 200 cooperation programmes in Africa, and over 10.000 agro technicians
were sent to train local farmers and provide technical consultancy to them.
However, infrastructure construction, which is seen as an important aspect to boost
development in Africa, is the main area to which Chinese aid is concentrated. That is
Africa's poor state of infrastructure had been seen as an impediment to its

development (ibid).

Furthermore, it is important to know that China’s aid to Africa is not being just for
the sake of aid but have other reasons behind it just like other aid donors will have
reasons behind aid giving, but China is doing a great job in Africa compared to
others. For example (Foster Vivien et al 2009) underpinned that, the share of
western aid compared to that of Chinese aid devoted to infrastructure improvement
in Africa has been just a small proportion. But it is also vital to note that Chinese aid
is not in competition with the OECD countries' aid, it instead appears to be
complementary. That is, the amount of Chinese aid to Africa could be 10% of total

ald received by Africa without considering debt relief that could be about half of
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European aid. Further, the Exim Bank of China financed a number of projects in
Africa and elsewhere based on concessional terms. For example, (Hubbard 2007) as
cited in (Ibid) shows that 87 projects financed by the above China Exim Bank from
2002 to 2007 were identified. Again, a total of 500 million US dollars in loans was
spent in 20 of these projects, which are in Africa. Also, China Exim Bank gives very
much in terms of considerations for its loans, for instance, a maturity term of ten to

twenty years with 3 to 7 years of grace period and a 2.85% of interest rate.

1.1.2 Theoretical Perspective

This study will be using modernisation theory and dependency theory. Within
modernisation theory, savings and investment were considered the principal drivers
of growth. Modernisation theory argued that the economy, through industrialisation,
could take off, and that the spoils of growth would trickle down to the greater
population, Industrialisation would lead to economic growth, and therefore
development would follow. The emphasis in the 1950s was on domestic savings,
productive investments and a growing economy (Hewitt 2000:293). The only needs
of developing countries in this theory were capital and knowledge, which aid would

provide to support industrialisation.

The dependency theory emanated from the historical situations of Latin America in
the 1960s and founded by Latin American intellectuals; has expanded to North
America and managed to be a counter offence to the main stream proponents
modernization theory ( So, 1990: 91-95) . The failure of U.N Economic Commission
for Latin America (ECLA) coupled with the loss of confidence on orthodox Marxism
and modernization theories led to the emergence of the dependency theory (So,
1990: 91-102).The important intellectuals figures of dependency theory include Dos
Santos, Samir Amin, Andre Gunder Frank (Ibid). The ECLA programme and
Modernization theory could not answer the questions related to economic
Stagnation, political repression and the huge difference between the rich the poor
countries in Latin America (Ibid). Moreover, the success of Chinese and Cuban
revolution in toppling their governments has revealed some contradictions to the

initial concepts of Orthodox Marxism that Countries should go through to
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“bourgeois industrial revolution before moving to a proletarian socialist revolution.
Pursuant to dependency theory, the imperialism, the western capitalist nations in
particular has imposed external structure and set of conditions which in turn have
created dependency of the periphery to the western capitalism. The theory explains
that surplus transfers from the periphery to the rich western countries (Ibid). China
has made offers of large loans and announced large investments in resource rich
countries: Angola, Sudan, DR Congo, and Nigeria. Some are linked to repayment in
resources, others are backed by resources as collateral. South Korea has a similar
approach, and India and Malaysia have made similar offers in resource-rich

countries.

1.1.3 Conceptual Perspective

Aid (also known as international aid, overseas aid, or foreign aid) is from the
perspectives of governments voluntary transfer of resources from one country to
another. Foreign aid in its broadest sense has been defined as consisting of all
resources — physical goods, skills and technical know-how, financial grants (gifts), or
loans (at concessional rates) and support in international negotiations — transferred
by donors to recipients. Lancaster (cited in Lancaster 1999, p. 490) also defines
foreign aid as a “transfer of concessional resources, usually from a foreign
government or international institution, to a government or non-governmental
organization in a recipient country. It may be provided for a variety of reasons,
including diplomatic, commercial, cultural and developmental.” However,
development aid encapsulates a narrower and more restrictive definition being seen
as the “types and forms of foreign aid from rich countries to poor countries, and to
poor people, which help to address acute human suffering and which contribute to
human welfare, development and poverty reduction” (cited in Riddell, 2007, p. 17)
In all cases, it is noted that the definition of aid (whether foreign or development) is
largely donor-driven and based on the intentions of those giving the aid rather than
those using it, the recipients. This uncontested, donor-driven approach has remained
the norm and also manifests in the fact that it has always been the donors who
decide how much aid to give and the form in which it is to be given (Randel et al.,
2000; Riddell, 2007).




The standard definition of foreign aid comes from the Development Assistance
Committee (DAC) of the Organization for Economic Cooperation and Development
(OECD), which defines foreign aid (or the equivalent term, foreign assistance) as
financial flows, technical assistance, and commodities that are (1) designed to
promote economic development and welfare as their main objective (thus excluding
aid for military or other non-development purposes); and (2) are provided as either

grants or subsidized loans.

Grants and subsidized loans are referred to as concessional financing, whereas loans
that carry market or near-market terms (and therefore are not foreign aid) are non-
concessional financing. According to the DAC, a loan counts as aid if it has a “grant
element” of 25 percent or more, meaning that the present value of the loan must be
at least 25 percent below the present value of a comparable loan at market interest
rates (usually assumed by the DAC — rather arbitrarily -~ to be 10 percent with no
grace period). Thus, the grant element is zero for a loan carrying a 10 percent
interest rate, 100 percent for an outright grant, and something in-between for other
loans. The DAC classifies aid flows into three broad categories. Official development
assistance (ODA) is the largest, consisting of aid provided by donor governments to
low- and middle-income countries. Official assistance (OA) is aid provided by
governments to richer countries with per capita incomes higher than approximately
$9,0005 (e.g., Bahamas, Cyprus, Israel and Singapore) and to countries that were
formerly part of the Soviet Union or its satellites. Private voluntary assistance
includes grants from non-government organizations, religious groups, charities,
foundations, and private companies. Historically most aid has been given as bilateral
assistance directly from one country to another. Donors also provide aid indirectly as
multilateral assistance, which pools resources together from many donors. The
major multilateral institutions include the World Bank; the International Monetary
Fund; the African, Asian, and Inter-American Development Banks, and various

United Nations agencies such as the United Nations Development Programme.
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1.1.3 Contextual Perspective

Although some criticisms are made against the Chinese influence in the Nigerian
market, all cannot be negative when other spheres of Chinese help are looked into.
According to Jaidu et al (Jaidu et al 2010), some Nigerians are of the opinion that
Chinese relationship with Nigeria is a plus to the economy while some others see it
as a deficit to the economy. Likewise, the following will show how the above debate
unfolded. Further, the Chinese companies in the resource sector in Nigeria are at a
higher level in terms of competition. But with regards to employment options, the
Chinese companies are likely not rewarding Nigeria enough. The reason is because
'they” (Chinese companies) do employ Nigerians and pay them very low and these
Nigerians work under very bad working conditions in their own country under the
Chinese. Again, the views of some respondents according to Jaidu et al were as

follows:

"...of recent Chinese presence in resource exploitation in Nigeria
particularly oil and gas has increased tremendously. They seem to
have a competitive edge over their western counterparts as they
deliver at less cost and faster. However, their policies and attitudes
are exploitative as they give less to Nigeria in terms of
employment.......... “(Jaidu et al 2010 P: 106).

However, the two countries ‘fiave a strong economical refationship, they can as well
put their resources to optimal use fo support the economic growth of Nigeria
through forejgn investment,....." (ibid 2010 P: 106). Another opinion raised was, the
national income and scope of trade in Nigeria is broader as a result of the strong
economic relations with China. Also, the Chinese-Nigerian trade is increasing and
good; the reason is that China offers both high and low quality products that all
categories of traders would need. Again, the Chinese products are having affordable

prices (ibid).

On the other hand, although Chinese companies do demand access to oil for their
offer, it couid be important also to know that the development of the country is
much more progressive as a result of the Chinese companies contribution. But the
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fact that China is in Nigeria for the exploitation of particularly resources in solid
materials cannot be denied. However, other Nigerians continued to portray that the
Chinese presence is so beneficial to the infrastructure development of the country as
follows: "..the investment in infrastructure is refatively improving with Chinese firms
involved in capital projects . , ... "Investment can make Nigeria a lucrative center to
the world by a substantial investment that will attract other foreign investors ", it will
bring about technological improvement.’ (Jaidu et al 2010 P: 106). Finally, the
Chinese give not up to what they promise in terms of development aid to Nigeria.
Although the Chinese possess high quality technology, they do very little in
development in Nigeria with regards to this aspect. That is, most of the Chinese
deliveries to Nigeria are rather of the substandard quality and thus shows very poor
relationship concerning development aid. But, the overall outcome of development
aid and investment from China as pinpointed by (Jaidu et al 2010) in their face — to
— face interview has been helpful. That is, "...China is helping in infrastructure

developments e.g. rails, state projects'(Jaidu et al 2010 P: 107).

1.2 Statement of the Problem
The ultimate goal of aid is so fundamental and is geared towards self-supporting.

But there is a problem which is, aid in material form could be another means of
promoting dumping, which could be so devastating to the recipient countries both in
creating environmental problems such as littering and pollution. Also, another
problem could be economic losses in financial terms in case of receiving poor quality
goods with very short life span. But studies show that due to acute development
challenges continuously faced by majority of the world's population, the call for aid
increases by aid advocates is persisting (Lundsgaarde Erik 2005 P:2). Aid advocates
for instance, in the United States the major foreign aid advocate is USAID and it
‘seeks to maximise approved projects consistent with existing rules and goals set
for it by significant others’ (Guess M. George 1987). Again, although the increases
in aid giving; development challenges are still immense specifically in aid recipient
countries, which are mostly the third world countries. In addition, the persisting
development challenges tend to reinforce a perception that the many years of aid

giving had failed to realise their outcome of development results. Moreover, having
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understood that China is a new actor or donor in the aid system, the thesis is
interested to investigate China’s aid to Africa and specifically Nigeria with regards to
how Chinese aid to Africa and specifically Nigeria works, in the development sector

and also, the reason(s) why China is providing aid to the above.

Also, studies shows that China provide aid assistance even to African countries which
have not adhered to the “one China Principle” and even to African countries which
have no natural resources to offer. That is China in all its aid assistance deals does
not only intends to reap natural resources or resources from Africa as the case has
always been looked at, but is out to see that African countries should be developed.
This can be seen as pinpointed by Pieter that ‘China provides aid to 53 African

countries, among which are countries that have not adhered to the One China”

principle "(Dijk Pieter Miene Van 2009 P: 65). But it is still difficult to find out which
countries receive the most aid from China. Further, it is clear that Africa has 53
countries in total and not all these 53 countries have been blessed with natural
resources. China is interested in providing aid assistance to all African countries as
portrayed above whether or not these countries possess any natural resources but

the favour resource rich countries.

1.3 Purpose of the Study
Here the researcher investigated the phenomenon of aid giving specifically about

China's aid to Africa and in particular Nigeria. Furthermore, the worry of this thesis is
about the above situation of aid giving and development outcomes concerning the
continuous persistent development challenges faced by the aid recipients. Therefore,
the thesis want to investigate China's aid to Africa and specifically Nigeria, to obtain
its own contribution to solving some of the acute challenges faced in the

development sector of the recipient countries and how this affects development.
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1.4 Objectives of the Study
These were approached in two broad categories namely; general and specific

objectives

1.4.1 General Objectives

This thesis explores China's aid to Africa and specifically Nigeria, to obtain its own
contribution to solving some of the acute challenges faced in the development sector
of the recipient countries and how this affects development.

1.4.2 Specific Objectives

Again, the research specific objectives of this thesis are as a result of the research
problem and the research questions, consequently the research objectives are as

follow:

I.  To investigate the reasons for China's aid to Africa and specifically to Nigeria
II. ~ To illuminate how influential Chinese aid has been to Africa and specifically to
Nigeria
1.5 Research Questions
Considering the above situation, the research questions proposed for this thesis are

as follows:

I. Is China giving aid to African countries because china wants the material
resources of these African countries in order to support its industrial
production?

II.  How influential has Chinese aid been to Africa and specifically to Nigeria in

the area of development ?

1.6 Limitation to and Scope of the Study
This study focuses on Chinese aid to Africa and specifically Nigeria and its possible

influence on development. This study with such a focus will certainly give just a
glimpse on some of the many possible impacts of Chinese aid on economic

development conditions.

Because this study was an analysis of secondary data only, it is limited by the

integrity of the data used by the original researchers. Therefore, the study could not
13




control data collection or constraints in the original data analysis. This study was not
an attempt to analyze the econometrics formulae used in the sample papers, as
econometrics belongs to the field of economics, and not development studies. This
study relied on the conclusions drawn by the researchers (most of whom are
economists) and who all presented convincing arguments that their research, data,
models, equations and analyses were correct and providing reasons for others

before them failed.

1.7 Significance of the Study
This research could be a basis for further investigations such as a comparison of

Chinese aid to Africa to the other aids donors to countries in the continent, a
comparison with regard to the amount of aid provided to the various beneficiary

countries in Africa to name just a few.

This research will serve as a guide to African countries and Nigeria in particular in
terms of China aid to Africa. It is important to various African government official
and Nigeria specifically, so that they understand china’s reasons for giving aid to

Africa.

This research will help students of Development studies, Area Studies, International
Relations understand China Aid to Africa and Nigeria in particular.

This thesis will be beneficial to policy analyst and policy makers in African Countries
and Nigeria.

This research shows that there is no transparency in China Aid to Africa and Nigeria
in particular.
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CHAPTER TWO
LITERATURE REVIEW

2.0 Introduction
This chapter presents literature reviewed related to the topic under study with the

following sub-themes; theoretical review, and related literature reviewed objective
by objective. It is structured to obtain a clear understanding of major theories of

development considering my study field (development Studies).

2.1 Theoretical Review
The researcher has chosen to use the following development theories namely

modernisation theory and dependency theory. Also, this study will be looking at the
economic development aspects in Africa and Nigeria as a result of China's aid. An
insight knowledge and understanding of the phenomenon investigated will be given

by these theories

2.1.1 Modernisation Theory

In the 1950s economic growth was the primary policy driver in developing countries.
Modernisation theory reinforced the belief that modernisation and associated growth
would reduce dualism and its socio-economic inequalities. Modernisation theory
provided development with concepts such as Rosenstein-Rodan’s (1943) big push;
Rostow’s {1956) take-off into sustained growth; Nurkse’s (1953) balanced growth
and Leibenstein’s (1957) critical minimum effort thesis (in Escobar 1995:74). The
big-push concept emphasised the economy of scale, while the critical minimum
effort thesis argued that increased investment would trigger a cumulative growth
process. The balanced growth concept stated that an increase in market demand
would result in @ mutually reinforcing and complementary expansion of productive
activities and a rapidly expanding economy (Regan 2010:31, Thorbecke 2000:20 and
Escobar 1995:74). Within modernisation theory, savings and investment were
considered the principal drivers of growth. Modernisation theory argued that the
economy, through industrialisation, could take off, and that the spoils of growth
would trickle down to the greater population. Industrialisation would lead to
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economic growth, and therefore development would follow. The emphasis in the
1950s was on domestic savings, productive investments and a growing economy
(Hewitt 2000:293). The only needs of developing countries in this theory were

capital and knowledge, which aid would provide to support industrialisation.

Modernisation theory states that a society and its economy can achieve sustainable
economic growth within 20 to 30 years. Rostow (1956:26) defines economic take-off
as the period in which the rate of investment increases, so that per capita output
rises and the associated increase in output brings about significant changes in
production and technology. Increased income generated by growth leads to
increased investment, which in turn stimulates greater per capita output, until the
growth becomes self-sustaining. In Rostow’s theory, the sequence of economic
growth passes through three distinct phases. Phase 1 is when the, preconditions to
take-off are established by society. Slow deep-rooted changes in the social order are
a precondition to take-off. In the second, take-off phase, dramatic changes in
production and technology occur. In the final phase, sustained growth, society
enjoys a long period of constant economic growth (Rostow 1956:27). For take-off to
be successful, it requires significant changes in the organisation, values and
structure of society. A developing country must find ways of changing, organising
and exploiting its natural, physical and human resources, coupled with a vibrant and
growing industrial sector (Rostow 1956:26-32). Foreign aid was founded on the
principles of modernisation theory, according to which, poor, underdeveloped
countries simply needed an injection of capital (aid) to stimulate economic growth.
Foreign aid was given to developing countries to fill their savings and investment
gaps, and therefore was supposed to act as a catalyst for growth. As the developing
country’s economy expanded and per capita income rose, modernisation theory
assumed that the benefits of modernization would trickle down to the rest of society,
and in this way, all people would benefit from the modernisation process. Foreign
aid in the 1950s was based on the Harrod-Domar growth model, which focused on

investment as the key driver of growth.
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Increased development in technology makes a country to become more modernised.
Also, the part played by other countries to the realisation of the advanced
technological development is very vital. Nevertheless, this theory is useful in this
study because it will play a practical role in the explanation of the influence of
China's infrastructure development aid assistance and investment in Africa,
specifically in Nigeria. China employs certain strategies in its infrastructure
development, aid assistance and investment in Africa. However apart from fulfilling
its economic strategy which is the most pronounced, it also shows that China prefers
to bring in major personnel, companies and firms from its country to carry out these
projects and this could be attributed to the above technological view of
modernisation theory. Furthermore, Chinese companies and investors are of high
technological rank that they could through their relations with Africa and Nigeria
transfer them to African countries, Nigeria in particular. Also, the modernisation
theory gives an understanding to the point that China is willing to modernise the
traditional attitudes, values and institutions of Africa and Nigeria through their
advanced infrastructure skills and expertise to attain a sustainable level of economic

development.

Further, China in its foreign aid policy sees that infrastructure development is a
means of modernising the economic development of Africa and specifically Nigeria.
For example, this could be seen in the Chinese interest in infrastructure development
aid assistance, which is provided to African countries with strict restrictions only to
infrastructure development projects. So, the Chinese development aid assistance
and investment is concentrated in the following projects: road and rail construction,
telecommunication, electricity power stations, oil refineries amongst others.
Furthermore, should everything work out successfully; the outcome of this Chinese
initiative of modernisation path through aid assistance will be industrialisation and

development.

The modernization theory has two main parts: structural and psychological and
these two do not necessarily cohere. The structural dimension of the modernization

theory is a uniform, evolutionary vision of economic, social and political development
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along the path of the industrial First World which is based on capitalism and
democracy. It was probably Rostow who gave the modernization theory its most
concrete and best known form in his well-known five stages of transition. These are:
traditional economies, adoption of modern technology, rapid capital accumulation
and early industrialization, high industrialization with low standards of living, and the

age of high consumption.

On the other hand, the modernisation theory has been criticised that, the theory
“rest on an arrogant perspective that the united states and other more economically
developed nations have superior values compared to other nations' (Andersen
Margaret and Howard 2006 P: 153). As a result those who criticise the above theory
pinpointed that countries should be blamed for being poor according to the
perspectives of the modernisation theory but this theory forgets the fact that other
causes for their status in the world might be outside their control. So, the result of
exploiting the less powerful by other countries may be the outcome of a country
being developed or remaining a poor and developing country (ibid). Nevertheless,
the dependency theory will be discussed below in addition to the above by bringing
in its own perspectives with regards to development as in the case of this study

foreign aid.

The researcher is of the opinion that modernisation theory as a slave and master
relationship. It is believed that western nation will use every means to exploit less
developed countries after bringing modernisation to these less developed nations. It
is very crucial to know that modernisation theory is another weapon that can be
used to colonise less developed nation. The researcher believes modernisation
theory did not consider key institutions of development like Governments and
Religious institutions which would be part of development. The role of faith based

organisations currently cannot be neglected.

The researcher is of the opinion that modernisation theory paved the way for
capitalism and globalisations both of which have benefited developed nations more
than the developing nations. In this research will China bring modernisation or give

foreign Aid to Africa and Nigeria particularly with little benefit to the host nations.
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Some appreciate the leverage offered by the Chinese option, and appreciate the
absence of economic conditionality, a prominent feature in assistance from much of
the West. Others focus more on a litany of problems associated with China’s
economic embrace of Africa: the competition presented by Chinese goods, the large
number of Chinese workers who typically accompany Chinese projects, and a sharp
increase in small-scale Chinese traders competing with Africans in many urban
markets. Unions have protested the low wages and third world safety and
environmental standards used by China’s state sponsored and private companies.

African critics do not see aid as an adequate compensation for these problems.

Therefore China involvement in Africa is similar to American companies in Indonesia,
where America gives with one hand and receives with more than two hands. African

nations must proceed with caution in the quest for development.

2.1.2 The dependency theory

The dependency theory emanated from the historical situations of Latin America in
the 1960s and founded by Latin American intellectuals; has expanded to North
America and managed to be a counter offence to the main stream proponents
modernization theory ( So, 1990: 91-95) .

The failure of U.N Economic Commission for Latin America (ECLA) coupled with the
loss of confidence on orthodox Marxism and modernization theories led to the
emergence of the dependency theory (So, 1990: 91-102).The important intellectuals
figures of dependency theory include Dos Santos, Samir Amin, Andre Gunder Frank
(Ibid).

The ECLA programme and Modernization theory could not answer the questions
related to economic Stagnation, political repression and the huge difference between
the rich the poor countries in Latin America (Ibid). Moreover, the success of Chinese
and Cuban revolution in toppling their governments has revealed some
contradictions to the initial concepts of Orthodox Marxism that Countries should go
through to “bourgeois industrial revolution before moving to a proletarian socialist

revolution. Pursuant to dependency theory, the imperialism, the western capitalist
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nations in particular has imposed external structure and set of conditions which in
turn have created dependency of the periphery to the western capitalism. The
theory explains that surplus transfers from the periphery to the rich western
countries (Ibid). China has made offers of large loans and announced large
investments in resource rich countries: Angola, Sudan, DR Congo, and Nigeria. Some
are linked to repayment in resources, others are backed by resources as collateral.
South Korea has a similar approach, and India and Malaysia have made similar

offers in resource-rich countries.

Like other theories; the dependency theory has gone through various changes.
Broadly, the theory can be divided into two, the classical dependency theory and the
new dependency theory (Ibid). Each of them has also various approaches. The
development of underdevelopment by Frank, the structure of dependence by Dos
Santos and transition to peripheral capitalism by Amin are the main contributions to

be mentioned in classical dependency theory (Ibid).

In explaining the development of underdevelopment, Frank first used his main
assumptions about Metropolis-satellite exploitation model (So, 1990: 95-98). To
begin with, Frank criticised the basic assumptions of modernization theory which
claims that the problem in backwardness of third world lies on their internal
problems like traditional culture, luck of motivation for development and over
population (Ibid). He does not also accept the assumption that third world countries
are at the same stage of development which was once passed by the current
developed nations and thus, they must follow the similar development path of
developed nations. Frank argues that the historical back ground of third world
countries that is to say colonialism is ignored by modernization theory (Ibid).

As opposed to modernization theory, Frank contends that external conditions are the
cause of development (Ibid). He says that some countries such as china and India
were once very advanced before experiencing colonial intervention. Hence, he
stipulates that internal explanations, particularly traditional culture and feudalism
cannot be acceptable. Frank depicts his analysis on the development of
underdevelopment in line with his creation of the “metropolis-satellite model (Ibid).
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Accordingly, the model is formulated based on cities of third world relation with
western metropolis during colonialism. He claims that the cities of the third world
states established by colonizers in such way to serve as a satellite of western
metropolis by transferring economic surplus (Ibid) . Hence, they will serve as a
colonial city of western metropolis and at the same time creating their own satellites
in the surrounding local cities. Such structure, Frank argues, while it is transferring
economic surplus to the western metropolis that develops underdevelopment in the

colonial cities (Ibid).

Dos Santos focus work on the structure of dependence, explains that in the
expansion of imperialism is the reflection of the relation of the dominant countries
with the dependant countries where the former exploits the later (So, 1990: 98-
102). He says that the relation is unequal due to the fact that the rich dominant
countries have monopolised the market through various forms including, loans and
export of capital in financial relation (Ibid). He argues that such unequal dependency
in the relation becomes a barrier to development of domestic market, technical

capacities as well as physical and moral health of third world countries (Ibid).

Moreover, Dos Santos has identified three historical forms of dependence (Ibid) .The
first two dependence forms are colonial dependence and financial industrial
dependence which both were prior to the Second World War (Ibid). The third one is
technological —industrial dependence after the second world and it is considered the
most pivotal contributions of Dos Santos work. Dos Santos argues that the
technological and industrial development in third world countries have structural
limitations (Ibid).

To begin with, the industrial sector is highly dependent on export sector (Ibid). This
is because export is the main means of getting foreign currency which in turn can
buy machines for the industry sector. However, the export sector is controlied by
foreign capital which entails political dependence as well as foreign interest.
Secondly, industrial sector is highly affected by budget deficit problems which
emanates from many reasons (Ibid). These include the monopolised international
markets which tend to lower the price of primarily commodities and raw material
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exports by third world countries (Ibid). Besides, foreign capital controls the economy
of third world countries through tariffs, freight transport royalty payment and so on.
Foreign aid and capital as it is argued in modernization theory, can be used to cover
the budget deficit in third world countries but their primarily purpose is to subsidize
foreign imports to third world countries (Ibid). Consequently, it will have an adverse
impact on the national product and industrial sector of third world countries. Thirdly,
as Dos Santos argues that the industrial sector of third world countries is dependent
on the technological domination of imperial centres (Ibid). In most cases, big
corporations from the industrial nations do not prefer to sell huge machineries as
simple merchandize but demands payment of royalties for their utilizations or use
them as investment share in the business. As third world countries do not have the
foreign currency to pay the royaity, they will be obliged to allow the merchandize to

enter as foreign investment (Ibid).

Amin’s work on transition of peripheral capitalism mainly argues that the expansion
of capitalism cannot be identified only as an expansion to the centre (So, 1990: 102-
106). He enumerates six main explanations on his argument (Ibid). (A). He asserts
that the expansion to peripheral capitalism is deferent from and expansion of central
capitalism. He states that expansion to peripheral capitalism has destroyed local
crafts without replacing them with domestic industrial development (Ibid); (B).
Peripheral capitalism main feature is that of distortions of exports and lowering of
wages (Ibid); (C). He argues that the hypertrophy of the tertiary sector in periphery
has destruction effect. In the centre, in difficulties of in identifying the surplus from
expansion of the sector can be curtailed by investing resources in marketing and
accounting strategies. However, such problem in the peripheral capitalism is due to
slow industrialization, unemployment and so on (So, 1990: 102-106); (D).The theory
of multiplier effect of investment, including the spillover effect of investment to other
sectors is limited in the periphery. Transformed from the peripheral, the export of
foreign capital has multiplier effect on the centre (Ibid); (E). Making analogy that
underdeveloped countries are with the earlier stages of development of the current
developed nations is wrong for various reasons (Ibid). The main ones consist of the

current unevenness in distribution of capital in the periphery and the economic
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domination of the centre in finance and trade (Ibid). (F)All the above mentioned
structural characters of underdevelopment have caused a barrier to economic

growth in the periphery (Ibid).

The classical dependency theory is often criticised for its high abstraction, for
ignorance of internal factors by focusing only external factors, for its generalization
by disregarding the differences in each third world countries and so on (So, 1990:
135-142). Fernando Cardoso from the new dependency theory has attempted to
respond to the critics of classical dependency theory (Ibid). First of all, Cardoso
methodology is historical- structural by focusing specific situation of dependency
than the classical general trends of dependency with too much abstraction (Ibid).
Hence, his methodology focuses on how a scholar can identify specific dependency
and its peculiar feature in a particular historical context. Secondly, unlike classical
dependency theory that emphasises only on external structures, Cardoso is more
motivated and shifted to internal class conflict and structures in the periphery (Ibid).
He focuses much on socio-political internal dependency such as class conflicts,
interests and political movements of a state. Thirdly, unlike the classical dependency
theory he underlines that dependency and underdevelopment in the periphery is not
unidirectional but open-ended dynamic process (Ibid). As a result internal socio-
political movements and changes can influence the structure and thereby allow
underdevelopment. Hence, development and underdevelopment goes together. Still,
the basic assertions of Cardoso are the same with the classical dependency theory
(Ibid). These common identities are: both researches are on third world
development, both are at the national level, and asserting that the dependency is
harmful, both conceptualize core —periphery dependency (Ibid).

The researcher is of the view that dependency is harmful and it makes very few
countries control the world and the less developed countries. These core countries
want all other countries to be their subordinates. China has for some decades now
become one of the primary markets for natural resources and raw materials from
Africa and specifically Nigeria (Egbula Margaret and Zheng Qi 2011). However, the
dependency theory got from Karl Marx work and pinpointed that the fact that the
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persistence of poverty in the low-income countries is a direct reflection of their being
economically or politically dependent on the wealthy nations. So, their poverty is
attributed to powerful countries exploitation (Andersen Margaret and Howard 2006
P: 153). Nevertheless, in the case in this investigation, Africa depends on China
amongst other wealthy nations for the exportation of its raw material to make some
revenue for its economic development. But, Chinese manufactured products
dominate the African markets specifically Nigerian markets thus instead remove back
the little they have paid to them for their raw materials to their economy (Egbula
Margaret and Zheng Qi 2011). Also, the dependency theory focused on the above
view as one of the reasons why the low-income persistently stay in poverty. Again,
the dependency theory further stipulated that the above situation do occur as a
result of the LDCs depending on the economically and advanced technologically
wealthy nations. The LDCs Nigeria inclusive have development challenges for
instance a huge financing gap, which they want to meet in order to improve their
economic development especially infrastructure development and investment. But on
their own little or nothing can be done in this respect, what they can only do is to
turn to the wealthy nations for development aid assistance or to willingly accept any
assistance rendered to them by the wealthy nations (Foster Vivien 2009 P: 29).
Again, all the above negotiations are done at the expense of exploitative conditions
attached to the aid (Dijk Pieter Miene Van 2009 P: 71).

The researcher is of the view that African countries need to invest more on science
and technology education. Nigeria in particular needs a total overhaul of its
educational system; this will enable the country train more qualified workforce. This
is because there are academic staff shortages in all areas, particularly in the critical
areas of science and technology. Over 60% of academic staff in the Nigerian
university system is in the category of lecturer 1 and below; due to inter and intra-
sector brain drain. An estimated ten million out of the 30 million school-aged
children are not enrolled in school in Nigeria the educational system suffers from
deteriorating quality and insufficient investment to keep pace with the country’s
burgeoning school-age population (Economic Section, United States Embassy in

Nigeria 2012). Also investment in educational sector will help on the long run to
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reduce the dependency syndrome which has been the reason why African countries

depend on foreign aid.

China needs raw materials for its factories, and at the same time China needs a
larger market for its manufactured products. Consequently, China’s entrance into the
aid system could be seen as a way to its economic ambitions amongst others. Also,
unlike china other traditional aid donors to Africa per se did in the past have to
scramble for colonies in Africa as well to achieve raw materials, markets so as to
meet the growing demands from their factories as a result of the industrial
revolution. Nevertheless, in Chinese economic relations with Africa through
infrastructure development aid assistance and investment, the case of Nigeria in
Africa could be an example. Likewise this could be explained as follows: China's
development aid and FDI could be for the reason that China obtain raw materials
provided by their (Nigerian) market and reaps huge profits from finished products by
its companies and factories, which are in turn flooded into Nigerian markets (Jiadu
Sanusha et al 2010 P: 135). In addition, the dependency theory postulated that the
dependency of the poor countries is increasing because majority of them are deeply
in debt to the major industrial countries. So, what these poor countries could do is to
follow the economic edicts of the rich countries because they (rich countries) loaned
to them (poor countries). For example concessional loans by Chinese banks like the
China Exim Bank (Jiyiragira and Abbas 2009 P: 150).

2.2 Review of Related Studies
This section will review works various authors who have written about China Aid to

Africa and Nigeria in particular.

2.2.1 Chinese aid to Africa and its Economic Cooperation

China strives for the maintenance and contribution of good military security
relationship on the African continent in order to protect its interest in the oil sector
especially. However, China does not only strive for the above but China also regard
as vital, the significance of its good economic relationship on the continent.

Consequently, China does provide concessional loans to African countries as aid
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assistance to boost economic development on this continent (Rotberg Robert I. 2009
P: 221 and 222). Furthermore, amongst the African countries that successfully
signed concessional loan agreements with the Chinese government between 2004
and 2006 are; Kenya, Congo Kinshasa, Benin, Zambia etc. Likewise, a good number
of concessional ioan agreements are in other terms referred to as 'economic
cooperation agreement’ or development loan agreements” (ibid P: 221). In addition,
having signed and established a concessional loan framework agreement is not a
guarantee that the China Exim Bank actually disbursed the loan. Further, the
framework is just a tool to be used by the China Exim Bank to prolong a loan but in
case where no loan is obtained within a given period, this framework agreement

expires.

Next, between 1998 and 2007 the China Exim Bank concessional lending agreement
actually fulfilled about 28 concessional agreements. Also, during this period of time
loans worth 773 US dollars had been identified, with a mean size of each loan worth
28 million US dollars. This means that China Exim Bank concessional lending
portrayed a significant increased in scale as from the year 2000. Further, this is
because since the year 2000, 8.2 million US dollars was the per project average loan
size. Again, the average loan size provided by China portrayed that despite the fact
that the Chinese pledge of aid is worth billions of USD, the real size disbursed as
loans is very low compared to the pledge (Rotberg Robert 1. 2009 P: 222). However,
the following countries were beneficiaries of the China Exim Bank Concessional
Lending Agreements between 1995- 2007. Consequently, in 1995 Equatorial Guinea
as one of the countries with a concessional lending agreement worth 5.75 million US
dollars, this was then directed to the forestry sector. Aiso, Congo Kinshasa in 2000
with a concessional loan agreement worth 9.66 million US dollars was directed to the
telecommunication sector, Zimbabwe in 2001, and 2006 had 7.5, 25.06 and was
directed to the local infrastructure sector and agricultural machinery respectively
(ibid P. 224).

Moreover, in an article published by the people's Daily a Chinese Newspaper,

Chinese firms were told about the following as a way of encouragement
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"...in order to support and assist Chinese firms doing trade and
business in Africa to overcome the problem of insufficient
funding, the Chinese government has already signed reduced
interest concessional loans framework agreements with 26

African countries’
{ Rotberg 2009 P: 225).

Consequently, Chinese firms willing to invest in business in Africa could easily do this
since the country has already established economic cooperation relations with 26
countries as said above. So, the above view shows that Africa is a reliable business
ground for the Chinese firms to depend on and as shown below for china to grasps
resources from. Also, it is shown that certain conditions are being attached to the
funds, which China is willing to provide to its firms that are investing in business in
Africa. These are; these firms have to ....purchase and import from China as much
equipment, technology and services as possibfe (ibid P: 225). In fact 70% of Aid is
spent on Chinese equipments. In addition, the African country that will be the host
for any of the firms should possess ...plentiful local resources, a vast market for
goods, favourable economic prospects’. Likewise, the ruling of the hypothesis for
this study is confirmed positively by the above statement (China is providing aid to
Africa because China want resources from Africa) but the study continue its
investigation to discover more about China’s relation to Africa. Again, some
emphasis in the above advice also is that any project to be carried out by the
Chinese firms in Africa should be '....capable of promoting the host countrv's
economic development '(ibid). Further, with regard to the above viewpoints, China
does not just provide aid for the sake of aid. That is China use the aspect of
providing development aid assistance to Africa to satisfy some of its economic
ambitions such as the promotion of its domestic export-led growth. For example,
during the 1950s China-African trade was worth about 12 million US dollars and in
2003 that is after about 5 decades period of time, it was worth about 18 million US
dollars. Again, estimated figures by the government of China revealed that in 2004,

Chinese companies operating in Africa were up to 674 and having a sum total
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investment of 1.509 billion US dollars. Further, the various sectors of African
economies, which both Chinese private and state-owned businesses are operating,
include: construction, telecommunications, tropical hardwoods, entertainment,
manufacturing, health services, mining, fisheries and agriculture (ibid). Below the
study shall continue to investigate whether China is providing aid to Africa for some
specific reasons. Also the reason for choosing to use the sub heading below in this
investigation is that, the thesis is finding more ruling for the formulated hypothesis
and more findings to be used in answering the research question and an explanation
and understanding of the research problem. So the sub heading below is found

suitable to investigate on.

2.2.2 Some Motives of China’s Aid Assistance to Africa and the extent of its
development aid assistance to Africa

However, according to Paul Opoku- Mensah cited in Li Xing (Li Xing 2010), the
reason why China has to become part of the development aid assistance could be
that ... China is attracting external capital, and as a balance China wants to help
developing countries by financing infrastructure projects " (Li Xing 2010 P: 71). Also,
Chinese aid to Africa as of the 1940s to the 1070s could be describe as having a
more political motivation than other wise. Consequently, during the above period
China's aid evolved around the following characteristics: ideological, moral, a toll for
foreign policy, that is aid acted as an encouragement to liberation movements
amongst others. Furthermore, China's aid at this time had a strategic goal, which
was meant to discourage the influence of the Soviet Union in Africa. As a
consequence, China could only provide aid to those countries in Africa, which were
not in favour of Taiwan independent and sovereignty (Li Xing 2010 P. 75).
Nevertheless, the above could be explained that China is relying on African countries
for political support thus the reason why China is giving the African countries aid
assistance during their own political troubles. However, an example of Chinese aid
projects in Africa between 1975 1978 is shown by the construction of the railway
known as "TAZARA' railway. Again, this railway's construction began in 1970 and by
1976 it was ready for use and all the financing and execution was done by China.
However, the purpose of this rail construction was to link up Zambia to other parts,
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without only using the rail lines that passed through Rhodesia. Also, the purpose of
sponsorship of this railway by China was to cut-off the economic dependence of
Zambia on South Africa and Rhodesia (ibid P: 76).

Nevertheless, China’s aid to Africa between 1988 and 1990 was on an increase. That
is it increased from 60 million US dollars to 375 million US dollars respectively (ibid
p.77). Also, China made all efforts to encourage and increase in its relationship with
Africa so as to be able to satisfy its high demand for resources, markets as well as
possibilities for Chinese investment in Africa. Further, this aspect of China's foreign
relations with Africa made china to be regarded as coming to Africa just to suck all
the natural resources to feed its industries. However, one of African trade minister
in a country in West Africa in 2007 said that 'Africa must markets in china and avoid
a colonial relationship with Beijing” (Eisenman 3. and Shinn D. H. 2012 P: 289),
which only attempts to fulfil the above ambition of China.

Nevertheless, it is vital to note the various sources or Chinese departments involved
in aid giving decisions with regard to china's aid system. In this light, studies
revealed that there exist 6 primary bodies that make decisions concerning china's aid
system and they include: Exim Bank of china, ministry of finance, ministry of foreign
affairs, ministry of commerce amongst others. Consequently, amongst the above
mentioned the sole responsibility for aid is in the 'hands’ of the ministry of
commerce. Also, China's policy for aid is a combination of social spending and
market measures. The reason for this form of aid policy is because China, still seen
as a developing country also experience similar challenges like others in this
category. As such, the Chinese model of development is a lesson for the other
developing countries to copy vital ways in solving the poverty situation and the
achievement of development plans. As a result, China does practice a non-invasive
approach in its aid policy by recognising the importance of all its aid recipients to
Beijing. Furthermore, China's aid policy therefore possess these characteristics:
underpinning a historical alignment, fostering market traction, engendering
ownership and self-reliance, strengthening the “one China’ policy amongst others
(Jiyiragira Yves and Abbas Hakima 2009 P: 150).
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Moreover, it is the China Exim Bank that provides concessional loans to African
recipient countries and on the basis that these loans are to be used for projects
identified by the recipient countries as national priorities for development. In this
sense, the China Exim bank plays a significant role as a major actor providing
financial support across Africa. For example, studies show that the above Bank for
projects in Africa had approved more than 6.5 billion US dollars at the end of 2005.
Again, these projects in account of the bank’s total approval by this time accounted
for almost 10%. Also, by mid-2006 and at the start of September 2006, an
estimated amount of 12.5 billion US dollars had been approved in loans for
infrastructure projects only in Sub Saharan Africa (SSA) and projects by Exim Bank
of about 259 in number were carried out in 36 African countries (Ellis 2007) cited in
(Jiyiragira Yves and Abbas Hakima 2009 P: 150). In addition, other financial lending
institutions in China had also played an active part in infrastructure development in
Africa apart from the Exim Bank. For example, the China Development Bank, Bank of
China in the 1960s during the construction of the Tazara railway in Zambia. Also, the
industrial and commercial Bank of China is not left out of the list in financing
development projects in the continent and this could be seen through its 5.46 billion
US dollars stake in South Africa's standard charter Bank (ibid).

Moreover, scholars like the one below pinpointed that, another Chinese principle
postulates that the Chinese government assist the recipient countries not to engage
in building heavy investment projects but less investment projects, which enable for
quicker results and also for the recipient government to realise some increment in
income and to accumulate more wealth. Further, best quality equipments are
provided by the Chinese government together with materials manufactured in China
at prices of international market standards. The Chinese government also assures
that if any of their equipment and or material is found below the agreed
specifications and quality they could be replaced (Ellis 2007) cited in (Jiyiragira Yves
and Abbas Hakima 2009 P: 151).

Furthermore, many scholars have shown concern in this area of China’s aid to Africa

just like the above. For example, (Paul in Li 2010) pinpointed that China is just a
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new player in the aid system and China possess qualities, which makes it capable of
changing the traditional ways of overseas development assistance. Also, China is one
of the bilateral aid donors as opposed to multilateral aid donors like the international
financial institutions amongst others. Again, official aid allocated bilaterally to Africa
was 70% and this was in 1997, while the remaining 30% was allocated through
multilateral aid channels. Nevertheless, apart from economic reasons, China also
provides aid for political reasons even though not ciearly pronounced. For example,
it Is portrayed that Chinese aid is constituted by some motivations and one of these
is to neutralize assistance from rival nations that obtained help from Taiwan. Again,
according to studies China provide aid assistance to recipients in various forms for
instance, in the form of concessional loans as had been noted in some previous

paragraphs of this investigation.

Moreover, other forms are: grants, investment aid, and government guarantee for
investment. In addition, China began providing aid to Africa from the 1940s and has
continued till this time. Moreover, from 1978-1989 Chinese aid to Africa took another
dimension, which was the economic pragmatism. Consequently, this dimension of
aid led to a start of declining aid to Africa as a result of some dynamics in the
Chinese economy at that time (ibid P: 76). Also, from 1989 getting to 2006 China
had promising intensions towards its aid policy in Africa and intended to increase its
volume of aid during this period. In light of the view above, the discussion of China's
aid to Africa was based on a south-south cooperation. Consequently, China did
renewed its interest in Africa during the above period of time and aid was increased
in 1988 from 60 million US dollars to 375 million US dollars in 1990 making an
increasing difference of 315 million US dollars. However, it is still not clear with
regards to whether the advantages of Chinese aid overall to African development
outweighs the disadvantages or there is a balance (Mahmoud 2008) cited in (Pieter
2009 P. 68). Nevertheless, going back to the 1960s and 1970s, it is shown that
China's agricultural assistance had been a priority strategy for China’s aid and that
Africa amongst other continents was the highest beneficiary. For example, in more
than 40 African countries pilot farms were built by Chinese aid, Chinese aid has been
engaged in 200 cooperation programmes in Africa, and over 10.000 agro technicians
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were sent to train local farmers and provide technical consultancy to them.
However, infrastructure construction, which is seen as an important aspect to boost
development in Africa, is the main area to which Chinese aid is concentrated. That is
Africa's poor state of infrastructure had been seen as an impediment to its

development (ibid).

Furthermore, it is important to know that China’s aid to Africa is not being just for
the sake of aid but have other reasons behind it just like other aid donors will have
reasons behind aid giving, but China is doing a great job in Africa compared to
others. For example (Foster Vivien et al 2009) underpinned that, the share of
western aid compared to that of Chinese aid devoted to infrastructure improvement
in Africa has been just a small proportion. But it is also vital to note that Chinese aid
is not in competition with the OECD countries' aid, it instead appears to be
complementary. That is, the amount of Chinese aid to Africa could be 10% of total
aid received by Africa without considering debt relief that could be about half of
European aid. Further, the Exim Bank of China financed a number of projects in
Africa and elsewhere based on concessional terms. For example, (Hubbard 2007) as
cited in (Ibid) shows that 87 projects financed by the above China Exim Bank from
2002 to 2007 were identified. Again, a total of 500 million US dollars in loans was
spent in 20 of these projects, which are in Africa. Also, China Exim Bank gives very
much in terms of considerations for its loans, for instance, a maturity term of ten to

twenty years with 3 to 7 years of grace period and a 2.85% of interest rate.

Also, studies shows that China provide aid assistance even to African countries which
have not adhered to the "one China Principle’ and even to African countries which
have no natural resources to offer. That is China in all its aid assistance deals does
not only intends to reap natural resources or resources from Africa as the case has
always been looked at, but is out to see that African countries should be developed.
This can be seen as pinpointed by Pieter that 'China provides aid to 53 African
countries, among which are countries that have not adhered to the ‘One China’
principle "(Dijk Pieter Miene Van 2009 P: 65). But it is still difficult to find out which
countries receive the most aid from China. Further, it is clear that Africa has 53
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countries in total and not all these 53 countries have been blessed with natural
resources. China is interested in providing aid assistance all African countries as
portrayed above whether or not these countries possess any natural resources.
Further, the fact that China provides aid assistance especially infrastructure aid and
investment to Africa is clear through its aid assistance projects carried out in African
countries, which some will be shown below. Below the investigation shall proceed by
looking into Chinese aid assistance with regards to its activities in brief, in some
countries in Africa apart of Nigeria. The choice to do an investigation under the sub
heading below rest on the fact that this thesis is interested to gain more
understanding and relevant information on how China's development aid in Africa
works. Also, the study is interested to do a brief overview of other African countries
which China is interested, so as to have a base for the ruling of the hypothesis by
obtaining relevant information as to whether the countries China deals with are
mostly resource rich countries or not. Again, this will be helpful to provided some
explanations and understanding of the research problem and how to answer the

research question in order to meet the research objectives.

2.2.3 China's development aid assistance to Kenya and Angola

For example, in countries like Kenya, China became its bilateral aid donor after the
year 2002 when China began providing aid assistance to the country in the form of
loans and grants. Again, Chinese aid to Kenya by this period was in total above 1%
(Onjala 2008) cited in (Mwega 2009 P: 8). Furthermore, according to UNDP statistics
(UNDP 2006), Chinese aid assistance to Kenya became progressive between 2003-
2005. That is a ratio of Kenya's total loans and grants. Again, the above progression
in Chinese aid assistance is as follows: 1.23%, 1.15% and 8.25% in 2003,2004 and
2005 respectively. Consequently, China became one of the largest contributors of
development assistance to Kenya by 2005 after the EU. (This could be explained
that Kenya does not depend only on China for its development but also on the EU as
well.) Also, (Morrison 2008) underpinned that China is one of the main bilateral
donor amongst others like USA, UK, Germany etc. to Kenya. Morrison pinpointed
that China's aid to Kenya rose in 2002 from .08% of its total external assistance to
13% in 2005. Again, in 2005 China contributed a total sum of about 56 million US
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dollars of aid assistance to Kenya becoming one of the largest contributors after EU
with 60 million US dollars. The significance of Chinese presence in Kenya as a
bilateral donor makes western donors to be unhappy with China (Morrison 2008 P:
24). Further, it is of note that development aid assistance by China to Kenya is
mainly utilised in infrastructure investment, investment in equipment, academic and
technical training, humanitarian relief, and plants. For example, road construction
projects, construction of a research centre for malaria, electrification in the rural
areas, modernisation of power distribution, water etc. Moreover, China provides to
Kenya students scholarships, which enable them to study in China in various fields.
Also, the Chinese government provides yearly scholarships of almost 100 in number
to Kenyan students out of which 20 are specifically in medical-related fields.
Likewise, about 500 persons both in the public and private sectors are awarded
Chinese scholarships each year (Onjala 2008) cited in (Mwega Francis M. 2008 P:
10).

Furthermore, (Morrison 2008 P: 22-23) pinpointed that commodities like soda
amongst recycled metals contributed about 67% of Kenya's export of all types to
China. In addition, Kenya does import a variety of manufactured Chinese consumer
household goods, which is on an increase though of low quality compared to
Chinese exports to other western trade partners. For example, manufactured
Chinese goods imported in Kenya include: electronics, office equipments, medicines
etc. and these made up for half of the imports from China. Again, amongst the
imports are transport equipments, machinery mostly for production in the industrial,
agricultural and service sectors, which on its own accounted for about 40% of

Chinese imports to Kenya.

In addition, apart from Kenya another African country amongst others that China
provides development aid assistance is Angola (Rotberg Robert I. 2009 P: 183).
Likewise, according to Rotberg, ...maintaining access to African oil, gas, minerals
and timber is so important to the fuelling of China's economy both now and in the
future that Beijing will make every effort to expand military-security cooperation with

resource exporting countries” (Rotberg Robert 1. 2009 P: 183). For example, in
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order to maintain and to continue its soft power relations with resource-rich ¢
African countries, China gives a high priority too, to its military and security
cooperation in angola for example. China intensifies its military relations mostly with
those African countries that do export both oil and raw materials to China in large
quantities or could be able to do that as time passes on. For example, amongst
these oil-producing countries are Angola, and Nigeria, Equatorial Guinea, Chad,
Libya (meaning that China depends on Africa oil-rich countries for oil to fuel its
economy). Also, in Sudan, China do extend its military security relation interest
though facing some national pressure, which demand China to terminate arm
provision to Sudan particularly South Sudan. Again, China does not just go into
practising this military security strategy that could enable for future exploitation or
access to oil and mineral deposits without caution. That is, China in case when it is
so difficult to carry on with an on-the ground presence in its resource exploiting
practice due to tight security situation do device other alternative measures. For
example, in the above situation China do make negotiations for future accessibility
by signing licensing agreements like the case of the Somalia oil concession. But the
Chinese military presence in Africa is accredited for the fact that it provides
resourceful military experience to its forces on specific conflict situations like first-
hand intelligence amongst others (ibid). However, how effective has Chinese aid to
Africa been justified is what requires more investigation. Below, the latter will be

examined just in brief.

2.2.4 Effectiveness of Chinese aid to Africa
China regards effectiveness of aid to be noticed and appreciated at the project ievel.

Hence, China holds that when aid could finance concrete projects like roads and
buildings it means it could be considered as effective. Therefore, Chinese aid in this
regard is effective. Also, China's view point of their aid is that as their projects are at
low cost and carried out so fast, and that corruption problems are being avoided in
their financing methods, Chinese aid is more effective than aid from other donors.
For example, Chinese contractors always realised most of their infrastructure
projects so quickly and possess the zeal to do their work even in more harsh
environments (Pennies 2007) cited in (Pieter 2009 P: 70). Further, China’s strong
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point with regards to aid effectiveness is their argument that, since the Development
Aid Committee (DAC) projects usually take much time to be completed and at a
higher cost than Chinese projects, consequently, China meets the criteria for
effectiveness (ibid P: 71). However, as China brings forward these backups for its
aid effectiveness how then transparent is Chinese Aid to Africa amongst others. The
following paragraphs shall look into the aspect of transparency in Chinese aid to see

if it is or not transparent and if not why.

2.2.5 The Transparency of China’s Aid Package to Africa
Studies show that with regards to the precise terms of loans, actual financial flows,

the government of China has been unwilling to disclose any information to the
public. Despite the fact that other donors, might require information concerning the
above data as well as for official aid flows analysis, particularly for the coordination
of development assistance they provide (other donors), China is very firm with its
decision. Further, the reason for this unwilling attitude is not yet known. Although
other emerging donors who belong to the OECD do published data on their aid,
contrary China never provide any statistical data about its aid (Djik Pieter Miene Van
2009 P: 63). Furthermore, this attitude of China could be explained that it has
become a real problem to the Chinese government to concentrate its aid statistics in
one place. Consequently, in order to do this the government need to overcome a
highly compartmentalized public administration resistance, which comes about
because aid is provided by different sectors (ministries, cities, provinces). So, the
government better refrain from publicising its aid statistics in order to avoid any
domestic back clash against aid that could be provoked by the publishing or
exposure of aid statistics (ibid).

Similarly, in order not to let down the commercial confidentiality of the exporters in
China, China Exim Bank for instance withheld any details regarding its concessional
loans. Likewise, upon the application of concessional loans by Chinese exporters the
government emphasis that the sole aim is for capital providence to Chinese exports.
Also, even though this is not the prime purpose, the government attached the

economic development of the recipient country as a condition to obtaining a loan. So
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this makes the exporting firm in China to remain tight to the secret of not exposing
the terms of it's financing. Again, China sees this strategy as a means to deviate any
attempt of suspicion that China create and maintains favourable relationship with

Africa just for commercial exploitation (Rotberg Robert 1. 2009 P: 227).

2.2.6 China's aid to Nigeria and Chinese Foreign Direct Investment (FDI)
in Nigeria: It's Contribution to Development

In practical terms, observation shows that because most of Chinese activities do
combine both Foreign Direct Investment (FDI) and Aid, a clear distinction between
the two is hard to differentiate (Zgovu Evious and Oliver Morrisssey 2011). As a
result, the two aspects will be looked at simultaneously in this investigation as it
proceeds. Further, Nigeria is amongst four countries in Sub Sahara Africa (SSA),
which clearly shows the concentration of Chinese FDI. Likewise, Sudan, Angola,
South Africa, Zambia do receive the largest stock (ibid). Also, large Chinese energy
firms such as China National Petroleum Corporation (CNPC) and China Petrochemical
Corporation (Sinopec) have invested in an increasing number in SSA and especially
in oil projects in Nigeria amongst other oil-rich countries in this region. Moreover,
majority of these Chinese firms do enjoy financial support like soft loans and grants
and are state-owned or partly owned by the state. For instance, CNPC is a big
investor in Nigeria partly for ol exploration. Again, CNPC is noted for its construction
of a 1000-megawatt hydro electricity plant in the country (Nigeria) amongst others
(ibid). However, a number of factors serve as an encouragement to Chinese
investment in SSA and Nigeria. Some of these underlying factors include: almost
exclusive use of low-paid labour and construction materials from China, low
attention to environmental standards, access to cheaper capital compared to local
investors, access to hard currency and subsidies through the government (Chinese
government). Furthermore, Chinese investors from evidence °...conduct most of
their business with government agencies and purchase a substantial share of their
inputs from China™ (UNCTAD 2010 P: 84) cited in (Zgovu Ovious and Oliver
Morrisssey 2011 P: 23).

Nevertheless, other authors (Egbula Margaret and Zheng Qi 2011) pinpointed that

China had been able to obtain more influence in economic development in Africa
37




(Nigeria inclusive) through the forum on China-Africa cooperation (FOCAC), which
was created in Beijing in the year 2000. Again, (Egbula Margaret and Zheng Qi 2011
P: 3) pinpointed that in Africa, there is no bilateral China-Africa relationship that is
fast evolving and impact more people amongst others like that with Nigeria. Nigeria
was the highest destination to Chinese FDI between 2003 and 2009. Nigeria has got
a number of important attractions to China, which includes their huge energy
reserve and a very big market due to their large population size. Also, Chinese
Capacity and ability to deliver and finance large-scale infrastructure projects, its
successful economic expansion attracted Nigeria so much. In this light the economic
dependence of the two countries on the other is being conditioned by their

economies.

Furthermore, a FOCAC summit was held in 2006 during which China seized the
opportunity to initiate the creation of Special Economic Zones (SEZ). Consequently,
liberalized investment environments were to be provided by these SEZs and these
(liberalized investment environments) had to focus on strategic industries, which
attracted Chinese companies (Eberling George 2011 P: 77). Likewise, Nigeria
because of its oil resource amongst others is one of these SEZ. So, apart of Chinese
interest in Nigeria's energy resource Chinese also get involved with Nigeria in other
aspects for instance this could be seen by the flooding of both their private and
public companies into Nigeria's technology, manufacturing, telecommunication
sectors etc. For example, china is developing some economic zones in Nigeria and
also is constructing railways, roads within the country. Again, in the Nigerian
agricultural sector, which has not been left out, Chinese are coming into this sector
to bring high technologies and new techniques to boost the output. Consequently,
experts from China have been sent to train farmers on technologies and farming
techniques required to promote production and above 400 Chinese experts have
travelled to Nigeria already and have are constructing small earth dams. That is
China is offering unconditional aid (cooperation) in the above aspect to help Nigeria
achieve its development goals (Egbula Margaret and Zheng Qi 2011 P: 3 and 16).
But the Chinese oil companies such as Sinopec, Petro China, CNOOC found Nigeria
to be a growing investment destination. However, Nigeria in Africa has also been the
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largest supplier of petroleum to the US and as a consequence, Nigeria is in terms of
oil exploration and development the largest destination for western and US foreign
investment. That is Nigeria also have oil deals with other partners apart from China

as portrayed in the above view (Eberling George 2011 P: 77).

Again, Nigeria on its own finds it difficult to fund its oil exploration and development,
as a result depends heavily on joint venture to achieve this. Consequently, in order
to offer needed infrastructure development to Nigeria, Chinese investors are very
willing to do that so as to gain more access to Nigeria oil exploration. For instance,
the Chinese investors though willing to help Nigeria with needed infrastructure
development, but in return they (Chinese investors) do demand that oil drilling rights
should be provided to them in exchange just to make sure that it is win-win game.
But in reality is there a balance in this win-win game because it seems the gains are
not equal (Eberling George 2011 P: 81).

However, another instance of Chinese aid to Nigeria is seen in the military sector as
well. That is, China also provides a substantial military assistance to Nigeria amongst
other oil rich countries in Africa. That is Chinese aid to Nigeria is portrayed in various
parts of the economy and not just concentrated on the infrastructure development.
But it is also vital to note that China do not do something in the name of aid or
assistance without having some other reasons for that. Likewise, according to
Eberling (Eberling George 2011), China uses its military assistance as a form of soft
power, which it promotes its diplomatic, security and economic interest. To explain
the foregoing viewpoint by the above author, soft power in this situation means that
China’s capability of possessing more sophisticated military equipments and
expertise shows that China has got more power in the military sector than Nigeria.
Nigeria needs this Chinese powerful military ability and capability whenever theirs
can no longer withstand an uprising. In doing this Nigeria is depending on Chinese
military somehow to overcome certain military required uprising in its country. As
such china uses this aspect as soft power over Nigeria to demand for their resources
in return whenever they (china) provides this assistance to Nigeria. Furthermore,

these military activities include: arms transfer, military assistance and peacekeeping
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operations. Moreover, China might intervene only when in case of any political
instability in the oil-producing region when the local security forces are unable to

protect oil fields and foreign oil workers.

Likewise, Nigeria is in recent times the is best example where China has stepped in
to safeguard its oil energy interest as well as personnel by providing either military
assistance or equipments. Also, China actually provided military training and
weapons to Nigeria but respectfully under the umbrella of the UN. As a whole, it
could be mention again that the most significant involvements with regard to
peacekeeping by China is highly connected to natural resource rich countries in SSA
such as Nigeria. Furthermore, China's main interest in the above region is oil
resources amongst others. Also, 1997, 1998 and 2005, China did supply to Nigeria
small arms and fighter aircraft and air-to-air missiles respectively. Moreover,
reciprocal defense attache offices are in the respective capitals of both China and
Nigeria (Eberling George 2011P: 81 and 83).

2.2.7 Why do China and Chinese investors find Nigeria as a fertile ground
for their Foreign Direct Investments (FDI)?

China’s FDI in Nigeria has been on a growth for over the last 9 to 10 years (Egbula
and Zheng 2011 P: 9). Further, Nigeria possesses certain incentives, which have
been the point of attraction for Chinese FDI by its investors. Amongst these
incentives are: Nigeria's huge reserves of oil and gas and the Nigerian’s
government’s effort to create an investment — friendly environment. Consequently,
between 2003 and 2009 Nigeria was second in position of top African countries that
attracted FDI by Chinese investors. That is, the total of Chinese FDI in Africa within
the above period was 9.3 billion US dollars and Nigeria ' s share out of this total was
1.3 billion US dollars. Moreover, the areas targeted by Chinese FDI in Nigeria are:
natural resources, power and transport, infrastructure. Again, Chinese investors
concentrate their investments in the following sectors: manufacturing, oil industry,
telecom, and construction (Ibid). For example, over 30 Chinese companies have
established in oil and gas, construction, education, and technology sectors in Nigeria
and these companies are either own by individuals or joint venture. Also, (Egbula

and Zheng 2011) pinpointed that according to estimates, by 2015, Chinese
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investment in Africa will be accounting up to 50 billion US dollars due to its
increasing rate. Again, china is winning over the western firms in investment
contracts in Nigeria because of their cost of production is far lower. Also, Chinese
multinational corporations are being supported by China’s state — owned banks in
their activities in Africa and Nigeria so, access to credit is easy. The study will
continue below by looking at China's aid and Chinese economic relations with Nigeria

particularly in trade.

2.2,8 China's aid: Economic Relations with Nigeria particularly trade
relations

Chinese trade relations with Nigeria according to Rotberg (Rotberg 2008), began
before Nigerian's independence and this relation started with a Chinese trade
delegation sent to Nigeria in 1961 for the first time. Also, the volume of trade
bilaterally between Nigeria and China in 1960 was less than imillion US dollars.
Subsequently, due to the favourable trade relations between the two countries
around 1996, the trade volume was at 178 million US dollars. However, according to
Paul in Li Xing (Li Xing 2010) there was an increase between 1976 and 1980 of
Chinese exports to Nigeria. That is the increase in exports as said above was from
128 million US dollars to 378 million dollars in the respective years. But nothing is
being mentioned by this author with regards to the amount of import by China from

Nigeria at this time,

Nevertheless, as pinpointed by (Rotberg 2008), in the years 1999, 2000 and 2001
the trade volume between the two countries had reached 570 million US dollars, 860
million US dollars and 1,14 billion US dollars respectively. Again, 3 years after, the
trade volume reached 3 billion US dollars and in 2007 compared to 2006 the trade
value was 870 million US dollars with a 50% difference in the rise within 9 months
period of each of the years (Rotberg Robert 2008 P: 274). But in recent times,
studies show that (Egbula and Zheng 2011 P: 6) the bilateral trade between Nigeria
and China has expanded significantly. For example, the value of trade between the
two countries is almost 10 times in 2010 higher than what it was in 2000. That is the
value of trade was up to 17.7 billion US dollars in 2010. However, the terms of trade

between these two countries have been persistently unbalanced. That is Nigeria
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continue to export less to China compared to its importation of Chinese goods
although the Nigeria exports to China has been on a growing pace. Also, china
continues to import less from Nigeria but exports in huge quantities. For example, in
2000 and 2010 the percentage of Chinese exports expressed as a total of the
bilateral trade rose from 67% to 87% respectively. That is in 2010 Nigeria was the
second largest destination for Chinese exports (ibid). Furthermore, according to
Egbula and Zheng (Egbula and Zheng 2011 P: 6) about 87% of Nigeria’s exports to
china are oil and gas products. Contrary China exports numerous types of goods to
Nigeria such as machinery, manufactured goods etc. Nigeria and China are
interdependence on each other in their trade relations as portrayed above, but the
only difference here is that the gains are not equal for the two countries just the

same situation as put forward by the dependency school of thought.

2.2.9 Some Economic Bilateral Agreements signed between China and
Nigeria as a way forward to the attainment of Nigeria’s Development
Goals

Nevertheless, China got deeply involved in signing bilateral agreements with Nigeria
as from 2006 and in sum seven bilateral agreements had been signed between the
two countries. Further, amongst these seven bilateral agreements, the oil deal
agreement was the largest. Likewise, China had signed contracts amounting to 32
million US dollars (N4 billion) with Nigeria (Rotberg Robert 2008 P: 277). Again, the
realisation of these contracts could be a great step to development in Nigeria and as
pinpointed by (ibid), contracts were signed on a concessionary basis. That is,
according to the concessionary basis, in order to invest 4 billion US dollars in Nigeria
infrastructure, China has to explore 4 of Nigeria's oil blocks and President Hu was
the one who signed this deal. In addition, in the oil deal, the first right of refusal was
given to the Chinese National Petroleum Corporation with an exchange commitment
to auction four oil exploration blocks. Also, in this agreement was the deal that first,
in the Nigeria's 110,000 bbl/d oil refinery in Kaduna state, China had to buy a
controlling stake. Second, to support low output of electricity in Nigeria, China had
to engage in a significant portion of infrastructure development under the promise to
build a power-generating station (Rotberg Robert 2008 P: 277). Again, China in the
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last months of 2006 had made agreements and memorandum of understanding with
Nigeria of about 27 of them in number. In light of this, China CNOOC publicized a
deal of US dollars 2.27 billion, which was intended to purchase offshore oil field
stake equal to 45%. Also, two Chinese corporations got separate investments in
Nigeria and these were; China National petrochemical Corporation and China
National Petroleum Corporation. But a 4 billion US dollar commitment, which China
intended to set for investment in Nigerian infrastructure, did not work. That is the
Nigerians were not in favour for this action because China demanded four oil

licences in exchange (Eisenman and Shinn 2012 P: 304).

Furthermore, in Northwest Nigeria, the Kebbi State government in 2007 signed an
agreement of 3000 million US dollars with the Reofield Industries Limited of Hong
Kong. Consequently, the terms of this agreement included: the establishment of
hydroelectric power generating plants, sugar processing facility and a solid mineral
processing and exploration operation. Also, Nigeria was expected to begin the
exploration of sugar by 2010 following the establishment of a sugar-processing
project, which aimed at developing 10.000 hectares of sugar cane farms. Again, one
of the funding sources from China is the China Exim Bank, which had to fund five
thermal stations in Nigeria. This project was to be carried on under the condition
that 500 million US dollars export credit facility will be provided for the
implementation and kick-off and Nigeria has to pay this amount back in 12 years
time. Moreover, China made contracts to develop hydropower plants in 2 areas in
northern Nigeria. But China will use its own financial and technical support during
the development process of the above projects and the two areas involved are
Zungeru and Mambilla. In light of this view, it could be explain that China is trying to
consider that since the Nigerians still possess un modernised technical skills above
all, that of china should be implemented in order to realised a certain level of
modernisation in the projects thus development (ibid). Further, the following
paragraphs will continue to look into China's foreign aid policy in Nigeria and how
this is being manifested with regards to development.
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2.2.10 Some Chinese Diplomatic Relations with Nigeria: their connection
towards economic deals and Development Aid Assistance

As already mentioned in the preceding paragraphs China and Nigeria have
maintained a long — term relationship. That is this can be date back as underpinned
by scholars to many decades (Eisenman and Shinn 2012 P: 302). For example, the
visit by the Nigerian head of state Yakubu Gowan to China was date back to the
1970s. Again, from this time on, exchange visits between notables of the two
countries proceeded till date. Consequently, in 1994 there was a formal
establishment of a China-Nigeria Friendship Association between the two countries
(ibid). Subsequently, in 2001, 2005 and 2006, the then president Obasanjo paid
visits to China and in return the Chinese president Jiang Zemin and Hu Jinto paid
visits to Nigeria in 2002 and 2006 respectively. According to the above scholar,
Obasanjo s visit to China in 2005 upgraded the Chinese-Nigerian relationship to a
strategic partnership. Furthermore, before 2005, there was an establishment by
Nigeria of Nigeria Council for the Promotion of Peaceful Reunification of China during
the 2002 visit to Nigeria by president Jiang Zemin of China (ibid). In a brief analysis
of the above it could be seen that China always step on a bridge where it knows that
at the other side there must be some fruits to reap. That is, China again is using the
above diplomatic relationship as a bridge to explore its economic ambitions almost at

the expense of the domestic people and this will be further portrayed below.

Nevertheless, the 21 century marked a significant growth in the economic relations
between China and Nigeria. As a result China took up this advantage to export most
of its inferior and counterfeit products to Nigeria, which the Nigeria Press kept
reporting. Also, the Nigerian traders did welcome the situation as a means of help
and started participating in fraudulence businesses with the business dealers from
China. Subsequently, many Chinese traders began to enter into Nigeria. Again, it is
worth to note that Nigerians preferred the cheap Chinese goods, but the
disadvantage fell on the domestic producers who were unable to compete rendering
them in some occasions jobless. Also, Nigeria had no backup regulatory bodies,
which could intervene to see that the low-cost Chinese goods do not enter the

country in very massive quantities (Eisenman and Shinn 2012 P: 303). Again to
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explain this situation according to what the dependency school of thoughts
explained, it reveals that Nigeria is in all squares relying on china. That is, even to
the extent of their local traders they rely on Chinese goods for survival in their
commercial activities but at the expense of their domestic producers just because

Chinese goods are cheaper.

However, China continued to pursue its aid assistance policy in Nigeria. Although
China claimed not to attach conditionalities to its aid assistance, studies revealed
that China always provide certain terms in exchange of some assistance it intended
to render or rendered to Nigeria. This is another aspect that shows that because
Nigeria seem to depend in some sectors on development aid assistance the donors
will tend to make Nigeria to follow their own principles, when they (Nigeria) have to
be assisted. Furthermore, amongst the Chinese aid assistance to Nigeria in some
cases, studies have not clearly shown which one actually materialised and which one
was not, as the above author (Eisenman and Shinn 2012) pinpointed. Furthermore,
it is shown that in 2005 Nigeria was amongst the top seventeen African countries
that received aid and got involved in international cooperation with China (Djik Pieter
Miene Van 2009). This was an indication that countries amongst the priorities of
Chinese cooperation are those countries that export oil and raw materials to China.

Also, some of these countries were Botswana and Angola etc.

Consequently, China is being accused by the traditional OECD aid donors to Africa of
having imperialistic aims to its aid to Africa Nigeria inclusive. Also, that China and
this are attempting a new colonial pact on Africa is shown by the Chinese scramble
for raw materials in Africa (Djik Pieter Miene Van 2009 P: 67 and 68). Furthermore,
China fies its aid just like other aid donors do to the use of Chinese equipment. That
is a proportion of Chinese aid accounting to 70% is spent on Chinese goods and
services. Again, China do design its aid to be beneficial as well to the Chinese
economy faking into consideration its level of development and this could be a
justifiable practice. For example, calls for tender issued by the China Exim Bank at
most are restricted only to Chinese firms, in providing soft loans, the basic condition

is that recipient must select contractors from Chinese enterprises and Chinese
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equipments such as, technology or services, materials of not