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Preface

Since the second decade of the 21st century, the world economic situation is
filled with challenges and uncertainties. The global financial crisis broke out six
years ago, but its legacy crisis is still haunting countries around the world.
Developed countries are still struggling with their economic growth. Market
demands in the relevant countries are yet to return to the pre-crisis level, and the
capital outflow is still weak to say the best. Meanwhile, emerging economies are
faced with the pressure of economic downturn. Low carbon economy has become
a general trend, but the emerging industries driven by the green technologies are
yet to gain momentum. Driven by the above factors, developed countries have slid
into the amulets of trade protectionism, which has triggered a new round of trade
disputes across the board.

From the political perspective, since the reform and opening up, Chinese
economy has made great stride in terms of integration into the global economy.
Many industries have participated in the global division of labor and
cooperation to various degrees. However, the long standing export- oriented
growth modality no longer fits the changing situation, in which China takes part
in international industrial division, cooperation and competition. In the future, in
qrder to realize its dream of national rejuvenation, China must grasp the overall
situations both at home and abroad, execute duet strategies focusing on both
domestic and global markets, and attach importance to both trade and
investment. China must further promote trade through investment, strengthen
cooperation via investment, and boost development vis-a-vis cooperation, so as
to build a new opening framework in line with the realization of China dream. For

that matter, Chinese government has decided to accelerate its economic
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restructuring, expedite the overhaul of its growth modality, and encourage its
business communities to more actively participate in the global division of labor.
Meanwhile, the Chinese government has been striving to further expand its
international space for development, extend its economic and interest boundaries
that are in line with the comprehensive national strength. During the above
process, Chinese enterprises from all sectors have been playing and will further
play an important part.

From the economic perspective, since the reform and opening up, China has
basically established its industrial contingent adaptive to the vertical transfer
from the international market. Through introduction, assimilation and renovation,
China has mastered the relevant industrial technologies that are ready to be
outsourced vertically. Many enterprises have accomplished the capital
accumulation, built up the human resources to take part in or carry out
international production and operation, and formed the capacity to participate in
international labor division, cooperation and competition based on the market
rules. At the same time, Chinese financial institutions have been actively
implementing the grand national development strategy, joining hands with the
competent enterprises, in order to further expand international network of
production and operation, especially in the African market, and expand
international development space, and realize common interests. In light of the
above considerations, the Chinese enterprises should fully comprehend the
national development strategy, fully grasp the essence of the policies of the
national government, scientifically implement their global strategies, skillfully
implement market entry tactics, carefully select local partners, effectively work
with the relevant institutions of the destination countries, fully comprehend and
manage risks, and steadily realize the projected revenue via dynamic production
and operation, and eventually win a place in the African market.

From the perspective of international relation, driven by globalization and
Internet technologies, countries across the world are increasingly converging into
a “lobal village” How could a country achieve and maintain fast economic and

social development? How could a country fully tap into the comparative
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advantages in order to accelerate economic growth and realize the advantage of
late comer advantage? How could a country expand economic scale through
effective participation in the international division chains, promote economic
competitiveness through international cooperation, elevate its position in the
international division of labor? All the above depends much on whether that
country could establish its international transfer mechanism empowered by its
national enterprises, build up its own business contingent with international
competitiveness, establish and improve its home-based regional and
international cooperation network, etc. During the above historical period,
Chinese manufacturing and project contracting enterprises, with their
comparative advantages, should ride along with the historical tide, grasp the
historical opportunities, and play the pioneering role in terms of home- grown
economic development.

From the perspective of state relations, both China and African countries
belong to the developing countries, and are all in disadvantageous positions in
the field of international division chains. During the post financial crisis era,
China and African countries are faced with the same development opportunities
as well as the same challenges. Meanwhile, both sides have respective industrial
comparative strength, respective endowments and potential to tap into. Therefore,
China and African countries should further expand their respective economic
scales, promote respective competitiveness, and realize the common development
through mutual beneficial and win-win cooperation. In 2013, during his visit to
Africa, President Xi Jinping proposed to build the China- African relationship
featuring “ ngenuity, practicability, amity and sincerity”. In 2014, during his visit
to Africa, Premier Li Kegiang elaborated the above proposal and initiated the four
principles and six areas of cooperation for China-African relations, and drew a
new blueprint for China- African Cooperation Forum. To be specific, the four
principles include treating each other on an equal footing, unity and mutual trust,
inclusive growth, and innovative development. The six areas for cooperation
include industrial cooperation, financial cooperation, poverty alleviation,

environment protection, people to people exchange, as well as peace and security.
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The new blueprint of the China- African relationship demonstrates China’s firm
commitment to further promoting strategic bilateral partnership, safeguarding the
community of shared interests, building the community of common development,
all of which would provide new historical opportunities for the Chinese
enterprises to further explore the African market.

From the perspective of business development, Chinese domestic market is
becoming increasingly competitive. Many enterprises have spare production
capacity to outsource. Many mature industrial technologies are ready for vertical
transfer. Many production lines are waiting to be exported. Therefore, relevant
enterprises should spot and grasp the opportunities to go globally, especially
going to Africa, in order to spot new business opportunities in the related fields,
should they want to maintain their momentum of business expansion and
competitiveness. They should also take full stock from their comparative
advantages in terms of technologies and equipments though investments and
cooperation, extend the life expectancy of their production lines and proprietary
products, and give full play to their productivity. Only in so doing, can they
expect to enhance their international competitiveness, reap as much as possible
the comprehensive benefits from foreign direct investments, and make the due
contributions to the realization of China dream.

This book endeavors to start from the perspective of enterprises, and probes
into foreign direct investment, especially the information that Chinese enterprises
need to know before venturing out to Africa. The book dwells on fifteen chapters.
It briefly revisits the African political and geography, cultural tradition, the
history of slave trade and colonial rules, the history of national independence
and liberation, etc. The book focuses on the political and economic integration
process and the difficulties, current status and challenges of the China- African
relations. It strives to outline the infrastructure construction in Africa, including
road, railway, hydro power and manufacture industry. It covers the market
access, the do’s and don’ts when negotiating with African businessmen and in
different stages of carrying out major projects, i. e. submitting bidding

documents, carrying out active bidding, construction and operation of the
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relevant projects. The book analyses the risks and countermeasures of investment
in Africa, and gives critical analysis on three cases of Chinese enterprises in
terms of investing in Africa. Finally, the book proposes the basic principles that
Chinese enterprises should follow when investing in Africa, and offers some
policy proposals.

As the author of the book, | have long been committed to the macro-
economic research. | have the privilege to be posted at two Chinese embassies in
Africa respectively, and have been a member of the think tank under the China-
African Cooperation Forum. | have traveled to more than twenty African countries
on business or field investigation trips. During my stay in Africa, | witnessed the
growth of China-African strategic partnership, the arduous efforts of the Chinese
enterprises to establish their presence in Africa, and gave advice and suggestions
to the relevant Chinese enterprises on how to explore African markets. Prior to
the end of my diplomatic career, | dedicate this book to the enterprises and
individuals aiming at investment in Africa, providing them with a preliminary
theoretical perspective, a primary roadmap for market operation, as well as an
established methodology to think, observe and resolve business issues or
problems. When writing the book, | quoted some points, data and charts from
other authors or sources, giving credit either at the bottom of the relevant pages
or at the end of the book. | also take the opportunity to acknowledge my sincere
appreciation to the relevant institutions and people who have offered specific
guidance and support. Due to the time restraint, flaws and omissions in this book
are naturally unavoidable. For that matter, | sincerely welcome any constructive

comments and corrections.

Dr. Liu Youfa
June 18, 2014

Done in Mumbai, India
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