UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

South-South Cooperation:

Africa and the New Forms
of Development Partnership

UNITED NATIONS




UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT
Geneva

EcoNomMiCc DEVELOPMENT IN AFRICA
ReporT 2010

SoUTH-SouUTH COOPERATION:

AFRICA AND THE NEw FoRMS OF
DEVELOPMENT PARTNERSHIP

N

(@
t§t<4”

W

UNITED NATIONS
New York and Geneva, 2010



NoTE

Symbols of United Nations documents are composed of capital letters
combined with figures. Mention of such a symbol indicates a reference to a
United Nations document.

The designations employed and the presentation of the material in this
publication do not imply the expression of any opinion whatsoever on the
part of the Secretariat of the United Nations concerning the legal status of
any country, territory, city or area, or of its authorities, or concerning the
delimitation of its frontiers or boundaries.

Material in this publication may be freely quoted or reprinted, but
acknowledgement is requested, together with a reference to the document
number. A copy of the publication containing the quotation or reprint
should be sent to the UNCTAD secretariat.

UNCTAD/ALDC/AFRICA/2010

UNITED NATIONS PUBLICATION
Sales No. E.10.11.D.13
ISBN 978-92-1-112795-9
ISSN 1990-5114

Copyright © United Nations, 2010
All rights reserved



ACKNOWLEDGEMENTS

The Economic Development in Africa Report 2070 was prepared by a
research team consisting of Norbert Lebale (team leader), Patrick Osakwe,
Janvier Nkurunziza, Martin Halle, Michael Bratt and Adriano Timossi.

The work was completed under the overall supervision of Charles Gore, Head,
Research and Policy Analysis Branch, and Habib Ouane, Director, Division for
Africa, Least Developed Countries and Special Programmes. The report benefited
from inputs provided by Masataka Fujita, Jorg Weber and Hamed El Kady of
the Division on Investment and Enterprise. The report also benefited from the
comments of the following, who participated in a peer review discussion of a
draft of the report: Michael Keating, Executive Director, Africa Progress Panel;
Benedikt Franke, Programme Officer, Kofi Annan Foundation; Jing Gu, Professor,
Institute for Development Studies; Alison Johnson, Programme Manager,
Development Finance International; Richard Schiere, Senior Economist, African
Development Bank (AfDB); and Richard Kozul-Wright, UNCTAD.

Statistical assistance was provided by Agnes Collardeau-Angleys. Heather
Wicks provided secretarial support. The cover was prepared by Sophie Combette
based on a design by Hadrien Gliozzo, and Eleanor Loukass edited the text.

The overall layout, graphics and desktop publishing were done by
Madasamyraja Rajalingam.



CONTENTS

EXPlanatory NOLES..............cccieiiiiiiiiiit it vii
ADBDIEVIALIONS ... viii
INTRODUCTION eeevereisenenninerennasssessssssssssssssssssssessssssssssssssssssssssssssssssssssssssssnssssesss 1
CHAPTER 1
AFRICA—SOUTH COOPERATION: INITIATIVES, PATTERNS AND CHALLENGES ...ceeeenneeceeennnnnes 7
A. Bilateral and trilateral initiatives .........cc..oooeeieeiiieiieiecceee e 13
B. Interregional initiatives..........coeerueeriiriiiiiiniiieereciece e 21
C. Africa-South partnerships and relations with traditional partners ......... 24
D. Challenges for Africa and the way forward .........c..coccocevviiveninninnnces 26
CHAPTER 2
AFRICA’S TRADE WITH DEVELOPING COUNTRIES.ccveeseessseseesassssesanessssssssssssssssssnnssnssses 29
A. Trends and patterns of Africa’s trade with developing countries............ 30
B. Emerging issues, concerns and policy options ..........c.ccccceceveeincninnes 40
C. The financial crisis and Africa’s trade with developing countries........... 42
D. Africa—South cooperation in multilateral trade negotiations.................. 45
E. CONCIUSION ..ttt 48
CHAPTER 3
SouTHERN OFFIcIAL FLows TO AFRICA: TRENDS, FEATURES AND CHALLENGES ....ceeeeneeees 49
A. Quantitative estimates of aid flows to Africa..........ccccveeeveiieeiiiiiieiiinen,
B. Features of official flows from Southern partners.........c..cccceeverenincnnces
C. Emerging issues on activities of Southern partners
D. The financial crisis and official flows from Southern partners................ 70
E. Southern partners and aid effectiveness ..........ccocceveevieniiiinienencenne. 72
Fo CONCIUSION .o 77



South-South Cooperation: Africa and the New Forms of Development Partnership Q

CHAPTER 4

SOUTHERN FOREIGN DIRECT INVESTMENT TO AFRICA ..cceeueeeurisueessenssnnssnnessnessanennns 79
A. Trends and patterns of Southern foreign direct investment to Africa ..... 81
B. Cooperation in international investment arrangements......................... 90
C. Challenges and policy Options ...........ccccocviiiiiiiiciiiiiiiiiiccece 95

CHAPTER 5

MAKING SOUTH=SOUTH COOPERATION WORK FOR AFRICA:

MAIN FINDINGS AND POLICY RECOMMENDATIONS.c..cceeeeeeeneeenncersnccessecessscssnscsnsocsnns 99
Ao Main fiINdINGS....co.eoiiiiiiiiic e 99
B. Policy recommendations...........c..coeeeeieienieniininieieieneniesieeeenennens 101
C. CONCIUSION v 108

INOTES ceveneerrencerenncensncerescerenccesnscssasecsssscessscssasssssssesssssssnsssssssessassesnsssssnssssnnens 109

REFERENCES «.vvueenceencenncenncencerncsascenscsnscsnsesssssscesscsnsssnsssssssscsnsesnscsssessssssssnsesnsene 112

List oF Boxes

1. G-77 and China guiding principles for South-South cooperation............... 8
2. China’s commitments at the 2009 FOCAC Conference ..............c.cc.co.... 15
3. India—Brazil-South Africa Partnership ........c..c.cccceevvevininiiiiiiieninie 21
4. Definitions of official development assistance and official flows .............. 49
5. EMBRAPA: a model of Brazil-Africa cooperation in agriculture............... 57
6. The Pan-African e-Network Project: Indian technical cooperation

N PrACHICEL...ooiiiiiiiiiii i 64
7. The Development Cooperation FOrum ...........cccecvervenenenenienvencnenenne 76
8. South-South FDI: data iSSUES ...........cccoviviiiiiiiiiiiicicccc 80

9. China and special economic zones in Affica.........ccccociviiieiicnininnnnnne. 97



Economic Development in Africa Report 2010

List ofF FIGURES

1. Key strategic interests of selected partners..........ccccccceveevieievieneninnnnee 11
2. Patterns of Africa’s cooperation with the South................c.cooi, 12
3. Share of Africa’s total trade accounted for by selected partners,
TIOBO-2008......cooiiiiiiii e 31
4. Africa’s extraregional trade: share of main trading partners in 2008........ 32
5. Composition of Africa’s trade with non-African developing countries,
200072008 ...ooviiiiiiiiiiiiii 33
6. Structure of Africa’s exports to non-African developing countries,
TO95-2008.....coiiiiiiiiiiiiiie s 37
7. Composition of Africa’s exports to main export partners, 2008.............. 38
8. Composition of Africa’s imports from non-African developing
countries, T995-2008.........ccooerrriiiiiiiiaeeeee e et e e e e e eeeereraraaeans 39
9. Trends in commodity prices, 2005-2009 .........ccceoverirererrerreneneneenees 44
10. Net ODA disbursements by non-DAC partners reported to OECD........ 51
11. Share of recipients in reported non-DAC aid to Africa, 2008................. 52
12. Chinese infrastructure finance commitments in sub-Saharan Africa,
200T 72007 e 58
13. Distribution of ODA from the Republic of Korea to Africa by sector
N 2008 ..o 59
14. Aid receipt by Southern partners in 2008 ..........c.ccoceecverveneninceeecnennens 65
15. Value and number of cross-border M&As in Africa concluded
by developing country TNCs, 1995-2008...........cccevververeninereerenenne 83
16. Distribution of cross-border M&As in African countries
concluded by developing economy TNCs, by major host and
home conomy, cumulative T991-2008...........c.cccevievierininiiiiieeene. 85
17. Major developing economy investors in Africa, 2008 ..............cccecueuee 86
18 . Distribution of cross-border M&As in African countries
concluded by developing country TNCs, by major host industry,
cumulative T99T=2008 ........ccecuerrimiririiieieninese et 89
19. BITs between developing countries and African countries ..................... 92
20. Distribution of BITs concluded by African countries, end 2008.............. 93
21. Top 10 African countries in terms of the number of BITs concluded

with non-African developing countries, end 2008..............c..cccccoeeinnnne. 94



South-South Cooperation: Africa and the New Forms of Development Partnership @

AW N =

11.

12.
13.

14.

15.
16.

https://www.yunbaogao.cn/report/index/report?reportld=5 9926

S o ®N o

List oF TABLES

Broad features of Africa-South partnerships .............ccccoceieiiiinnnnnnne 10
Top five African exporters to major developing country partners, 2008 . 34
Africa’s importance in key developing countries’ trade, 2008................ 35
Estimated GDP growth rates for selected regions and countries,
2008=20TT e 43
Net ODA disbursement by all donors, 2000-2008 ............cccccuenerneeneee 50
Estimate of aid to Africa by main Southern partners in 2006 ................. 53
Major recipients of Southern aid in Africa, 2008 ........c.ccccevcvevenenenene. 55
Sectoral focus of Southern official flows...............ccccoiiiiiiii 57
Share of grants in donor gross aid disbursements to Africa..................... 61
Selected features of support provided by Africa’s

development Partners. ..........coooieieiereiiiceccee e 67
Chinese-financed infrastructure projects in Africa backed by

natural resources, 200T—2007 ........coeeeeiureeeeeeeeieeee e eeeeee e 69
The financial crisis and the growth of Southern economies ................... 71
Distribution of estimated inward FDI and stock in African countries

DY SOUICE FEZION ...vtiiiiieiiciieietie ettt 81
Greenfield FDI projects of Africa, by investor/destination region,
2003=2008 .....vviiiiiiiii i 82
West Asia: net cross-border M&A purchases in Africa, 2001-20009........ 87
West Asia: greenfield FDI projects, 2003—-2008............cccoeoverinirunnnnn 87




