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Old ties or new shackles?
China in Namibia

Gregor Dobler

One of the first things you see of Namibia when you drive into the country from Angola
on Oshikango’s main road (after passing large billboards promoring the frequenc use of
Tafel Lager, Coca Cola and Safe Ryder condoms) are the large red lecters on the brown
wall of a new warehouse complex, welcoming you to ‘China Town.” China Town is one
of two large complexes currently under construccion in Oshikango by Chinese investors
(the other is called ‘China Village’). Together, they will add about 70 new Chinese shops
to the 20 odd already in existence in Oshikango.'

China Village and China Town are very real symbols of China’s growing presence in
Africa. Both shop owners and investors are Chinese, the complex was builc by Chinese
construction companies, and the new shops’ prospective Angolan cliencs will pay for the
Chinese goods with petrodollars in turn earned largely from exports to China.?

Symbolic as they may be, the new shops are just a small example of China’s growing
influence in Africa. The People’s Republic re-entered the African scene only rowards
the turn of the millennium, but since then the country’s engagement in Africa has been
growing at a truly amazing pace and China’s rise as an economic and political power is
likely to change Africa’s international relations more profoundly than any other major
trend since the crumbling of the Soviet Union and the end of apartheid. China’s high
need for raw materials and the equally high outpur of the country’s immensely comperi-
tive export industry have profoundly altered terms of trade and chus affected the distri-
bution of wealth both berween and within many African countries, while the political
engagement accompanying economic expansion has changed the African diplomaric
landscape.

In Oshikango’s China Village, three major trends of China’s growing influence on
African countries are visible in a nucshell: Africa is supplying China with commodiies
for its expanding industries while importing more and more goods manufactured by
these industries. China’s economic engagement is accompanied by financial aid that has
contribured to the creation of a marker for Chinese industries — most visible in the con-

1. The construction of China Town had started slighcly earlier, in 2004. The investment was made
by the pioneering ‘Chinese’ businessman in independent Namibia, ironically a Taiwanese na-
tional who had already built Windhoek’s China Town. China Village was builc by another long-
sranding expatriate mainland Chinese businessman for about N§ 25 m.

2. According to ITC trademap data (UNCTAD), China imported 25% of Angola’s tocal oil exporis
in 2003, with oi] exports making up 99.9% of toral Angolan exports to China (Goldstein et al.
2006:32). The IMF’s Direction of Trade dara state thac 36% of toral Angolan exports went o
China in 2004 (Goldstein es al. 2006:30), while oil accounted for 91.7% of Angola’s overall
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Old ties or new shackles?

struction sector, where the market share of Chinese companies has been rapidly growing
throughout Southern Africa.

These three elements — commodity export, competition in the construction industry
and the import of manufactured goods by Chinese migrant entrepreneurs — will be used
in the current article as examples to assess China’s role in the Namibian economy. The
aim of this overview is neither to praise China’s growing presence as a South-South al-
ternative to neocolonialism nor to deplore it as new economic imperialism. Instead, the
article intends to show the extent to which the Namibian economy is already linked to
the Chinese. The real question will not be whether to applaud or condemn the Chinese
influence, but how to channel it in ways that benefit Namibia instead of cementing its
old role in global structures of economic and polirical dependency.

Before concentrating on Namibia, however, it is useful to review some of the major
trends in China-Africa relacions.

China in Africa: Some major trends

During the Cold War years, China’s incerest in Africa was largely political. The People’s
Republic was trying to overcome its political isolation through links with the conti-
nent’s socialist governments and liberation movemencs. Economic benefits for China
were mostly small or negative. China-Africa cooperation rested largely on a rhetoric of
anti-imperialistic solidarity symbolised by the Bandung conference in 1955: che ‘Afro-
Asian bloc’ was seeking to counter the dominance of Western colonial countries.

Since Chinese economic reforms triggered an unprecedented economic boom based
on manufacturing, China’s incerests in Africa have shifted from the political arena to the
economic.? The main motivarion is the increasing need for che raw materials of industrial
production. Today, China is the world’s largest producer of personal computers: even in
2001, 50% of all cameras, 30% of all air condicioners and 25% of all washing machines
were manufactured in China.? In order to sustain an average annual economic growch
of around 8%, China needs to secure the import of a wide array of commodities and it
is mainly due to Chinese demand that world marker prices for vircually all commodities
have risen sharply over the last years. Becween 2000 and 2003, China contributed 76%,
95%, 99% and 100% of the increase in global demand for aluminium, steel, nickel and
copper respectively (Kaplinsky, McCormick, Morris 2006:5). The most visible example
of growing Chinese demand, however, is oil. China changed from a net exporter of pet-
rol to a net importer in 2001 and has since been seeking new import markets in African
countries such as Sudan, Chad and Angola. Today, the country procures 28% of its oil
and natural gas from Africa (CCS China Monitor 04, 2006:3).

On the other hand, Chinese exports of manufactured goods to African countries
have been increasing tremendously. Imports from China still represented only 6.5%
of African imports in 2004, burt this figure was only 1% in 1990. Since 2000, African

3. Foran overview, see e.g., Alden 2005; Goldstein eral. 2006; Humphrey, Messner 2006; Kaplin-
sky, McCormick, Morris 2006, Lyman 2005; Payne, Veney 1998; Shinn 2005.

4. www.worldbank.org/transitionnewslecter/octnovdec02/pgs4-6.hem (14 Oct 2005).
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imports from China have shown average annual growth rates of 33% (Goldstein et al.
2006:7£).

China’s increasing demand for commodiries and ics high outpuc of cheap manufac-
tured goods have shifted terms of trade in favour of countries exporting raw materials
and importing manufactured goods — among them many African countries. They profic
from higher exporr gains and cheaper import prices. Wichout the appropriate policy
measures, however, China’s emergence may cement the dependency of many African
countries on the export of raw materials — an economic position that tends to come with
high vulnerability due to price volatility and with high inequalicy due to corruption and
rent-seeking.

The main losers in the shift in the terms of trade have been countries exporting
manufactured goods. In Africa, the cextile sector has suffered most severely from Chi-
nese competition on third markets after the trade barriers for Chinese textile imports
to the US and the EU were partially lifted in 2004 (see Volker Winterfeld's article on
Ramatex in this volume).

While China used economic aid to gain political benefits during the Cold War
years, this relation has shifted today. The People’s Republic promortes its trade interests
by political means: high profile diplomacy and che rhetoric of anti-colonial solidarity
are still omnipresenc 50 years after Bandung. Chinese foreign policy in Africa relies on a
large number of embassies and on many high-profile visits to and from Africa. Chinese
foreign ministers have been visiting African countries every year since the late 1980s,
and Chinese presidents have made frequent official visics to the continent. Whenever
Chinese diplomacs meert their African counterpares, both sides stress mucual friend-
ship and common interests as formerly colonised developing councries. As the Chinese
Africa policy issued in early 2006 puts it, “Sharing similar historical experience, China
and Africa have all along sympathized wich and supported each other in the scruggle for
national liberation and forged a profound friendship.” The Chinese government stresses
“African countries’ independent choice of road™ and does nort link aid to political con-
dicionalities — apart from the acceprance of the ‘one China principle,” prohibiting official
relations to Taiwan.® This policy of non-interference paved the way for substantial oil
deals with Sudan and infrascructure projects and military deals in Zimbabwe when
these countries where internationally isolated and shunned by both Western donors and
multinacionals.

All'in all, China has been very successful in establishing and maintaining the rheto-
ric of mutual solidaricy and South-South cooperation. This insistence on common inter-
ests and historic friendship often masks very tangible economic and polirtical advantages
for China. Its political impact in Africa, however, is considerable — all the more as it
comes with real benefits, like debr relief, diplomatic cooperation in the international
arena and an increasing amount of development assistance.

5. The Africa policy is available on various official interner sites; a handy pdf version was prepared
by che Insticuce for Sccurity Studies: heep://www.iss.co.za/af/regorg/unicy_to_union/pdfs/chi-
naafrica/afrpolicyjan06.pdf (26 May 2006).

6. China has been quite successful in enforcing its Taiwan policy in Africa. In 2000, only eighs
African states still had official relations with Taiwan. Liberia (2003) and Senegal (2005) have
since sided with China, Jeaving only Burkina Faso, Chad, The Gambia, Malawi, Sao Tomé and
Principe and Swaziland.
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China-Namibia diplomatic ties are no excepeion to the general trend. They are root-
ed in Chinese support of SWAPO and the liberation struggle before 1990. In 1964,
when Moscow and Beijing were competing for allies among Africa’s left wing liberation
movements, Sam Nujoma was invited to Beijing: he came back wich funds he used o
buya Land Rover for SWAPO’s exile work and with high esteem for the Chinese leader-
ship (Appolus 2004). SWAPO was officially allied to Moscow and never really changed
sides, while the rival SWANU movement was on China’s side for some time (Gibson
1972:120-31). In spite of these rivalries, relations between the People’s Republic and
SWAPO remained good (for a detailed analysis, see Taylor 1997). China’s support in
the UN Security Council for Namibia’s case against the Souch African occupation and
the derachment of military instructors to train SWAPO’s PLAN combatants in Tan-
zania are often evoked by politicians from both sides, as is the fact that China was one
of the first countries to establish diplomatic relations with the newly independent stare
in 1990. Still today, SWAPO party sees China as a natural ally and as a partner in the
struggle for economic independence from neocolonialism.

Over the years, Sam Nujoma has visited China 12 times, often accompanied by
important trade delegations. On his last official visit in 2004, he was presented with the
Chinese translation of his autobiography — a well-received symbolic gescure typical of
Chinese-African diplomatic relacions. Jiang Zemin came to Namibia in 1996 and ocher
high-level representatives of both countries exchange visits on 2 regular basis. On all
these occasions, both sides have stressed mutual friendship and the common struggle
for a more just world system, often mentioning stronger South-South ties as a means to
improve African lives. As He Shijing, Chinese chargé d’affaires in Namibia, pur it, “We
both faced a common task and struggle against imperialism, but now have a similar one
which is for the economic development of our countries.”

Primary sector commodities

Although Namibian exports rely heavily on primary sector commodities, direct Chi-
nese involvement in the Namibia raw marerial market has until now nor been very
prominent. While Chinese firms are concluding deals wich commodity exporters all
over the continent, no major contracts have been negociated with Namibian producers
yet. This is partly due to che tight control over Namibia’s mineral production through
established discribucion nerworks and long-term contraces. In 2003, 41% of overall
Namibian exports were diamonds, exclusively controlled by Namdeb, a joint venture
between De Beers and the Namibian government, and 15% consisted of other mineral
products (mainly copper, uranium and zinc) stemming from large mines mostly owned
and controlled by overseas firms (Direcrorate of International Trade 2005:4).

As there are no known oil reserves in Namibia, Chinese interests in this field have
so far been confined to neighbouring Angola. The most substantial Namibian explora-
tion deal of recent years, however, included a Chinese contractor. In February 2005,
Circle Oil (an oil company based in Limerick, Ireland, and listed on the London Stock

7. New Era, 16/06/2003. The statement was made on the occasion of a donation of $ 30,000 to
SWAPQ party by the Chinese Communist Parcy, earmarked for printing and distriburion of
party marerials.
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Exchange Alrernarive Investment Marker) announced an agreement by which China
Shine H F, a Chinese state-owned company was said to take over 72% of Circle Oil’s
prospecting licence (later upgraded to an exploracion licence) covering most of northern
Namibia: Circle Oil was to retain 18% and the Namibian state-owned NAMCOR
10%. High expectations were somewhat dampened when it turned out that China
Shine would pay its share not in cash but by drilling ar least three wells and acquiring
seismic data, burt still, the company’s budget for the Namibian project was announced
to be over § 1 bn and 2,000 workers were expected to start work on the ground in late
2005. In June 2006, however, the deal was still nor finalised and Circle Oil was negoti-
ating with other possible investors, as China Shine had noc yet fulfilled its commitments
and no work had started on the ground.?

In 2004, Namibia’s Réssing mine became the first Western producer to export ura-
nium oxide to China. The mine increased its output to counter che negative effects of
the weak US dollar and found a willing buyer in China’s national nuclear industry. So
far, che amountcs exported have been rather small (106 tons in 2004, Allgemeine Zeitung,
14/7/2005 and 109 tons in 2005, Republikein, 7/6/2006), but as China is planning to
increase its nuclear power-generating capacity from 6 GW to over 30 GW by 2020
while a second Namibian uranium mine is scheduled to become operarional in late
2006, uranium oxide exports from Namibia to China may increase in the fucure.’

The most important field of primary sector exports to China is less publicised, as
it does not involve mineral resources: Chinese firms have invested in joint ventures in
Namibia’s fishing industry since independence and in 2003 abour 80% of Namibian
exports to China consisted of fish and fish products.

Overall, the export of Namibian primary sector commodities to China (as indeed
Namibian exports to China as a whole) is racher insignificant if compared to, for ex-
ample, Angolan exports to China. The indirect effects of China’s emergence on the
Namibian primary sector economy, however, are large. As outlined above, commodity
prices have risen sharply over the lasc years mainly due to the increasing Chinese and
Indian demand. World market copper prices, for example, rose by 58% in 2004 (Gold-
stein et al. 2006:31), largely criggered by rising demand from China (and, to a lesser
degree, from India). This should have profited Ongopolo Mining and Processing, the
principal Namibian copper producer, after a strong South African Rand had negatively
affected the company in the years before 2004. The expansion process took longer than
expected, however, and the debts amassed while financing new production sites proved
fatal for the company. Amid allegations of mismanagement, Ongopolo was taken over
by the British company Weatherly International in June 2006.

World markec prices for other minerals produced by Namibia — mostly uranium,
zinc, gold and marble — have risen sharply since 2004, helping the Namibian economy
to achieve a growth rate of 5.9% in 2004.'"° The commodiry boom has triggered inten-

8. See, among others: htip://www.circleoil.com/site/news/press_release28012005.htm; hrep://
wiww.circleoil.com/site/news/press_release03022006.heml; hrep://www.circleoil.com/site/doc-
umencs/Interim_Report_%20June302005.pdf (all 26 June 2006).

9. hup://www.altonsa.co.za/rossing/reports/Rossing%20Scakeholder%20Report%202004.pdf
(26 June 2006)

10. Increase in real GDP. This exceptionally high figure is parcly due to a 39% increase in diamond
production after che extension of che Elisabeth Bay mine and an increase in offshore mining
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sive prospecting activity in the country. New mining sites for zinc, uranium, copper and
gold have become operational or are scheduled to become operational in the near future,
while the projected life of existing mines is constantly extended due to higher marginal
gains. Rossing, for example, has announced that the uranium mine’s projected life has
been exrended from 2009 to 2016.

Due to the rise of China in the world economy, terms of crade become more favoura-
ble for commodity exporters such Namibia (just as they became less favourable after the
end of the Soviet Union, when exports from the former Sovier Union increased compe-
tition and made prices crumble). Depending on the polirical and economic framework,
however, this can be a mixed blessing. Income from mining is not sustainable, but will
cease over time: it will only provide the means for sustainable growth when it is used to
furcher cthe economic potential of a country in other sectors. Unlike the export of manu-
factured goods, however, the export of primary commodities creates income wirhout
any constructive effort, often tempring elites to seek quick rents racher than to invescin
sustainable economic development. Commodity exports thus often increase vulnerabil-
ity from external factors withour benefiting larger portions of the population.

This is aggravated when world market demand and prices for a commodity are vola-
tile. Many economists have voiced concern about China’s effect on commodity price
volarility. China is regarded as a swing producer, quickly adapting its export produc-
tion to changes in the price for manufactured goods. Due to the size of the Chinese
economy and its high importance for global commodity demand, shifts in the country’s
production can quickly affect world market prices (for 2 more detailed discussion, see
e.g.» Goldseein et al. 2006:31).

It is roo early to assess the effects of China’s rise on the ‘resource curse’ and on the
vulnerability of the Namibian economy. One thing, however, is clear: when a country’s
dependency on commodity exports increases, the economic policy framework must
become more incelligent and more resourceful. Partly due to China’s growing weight
in the world economy, the relative importance of commodity export for the Namibian
economy is increasing. It remains to be seen if economic policy follows, translating im-
proving terms of trade into improved livelihoods for the majority of Namibian citizens.

Construction industry

Many exporrt contracts in the mining and energy sector have been facilitated chrough
active Chinese diplomacy in Africa. The same channel has been decisive for infrastruc-
ture projects and for the Chinese construction industry in general. Chinese building
contractors have often made their first appearance on African markets through public
projects funded by Chinese government loans or grants (for an early assessment of the
strategies, see Brautigam 1983). It has, of course, long been common for Western gov-
ernments ¢o link development assistance to contracts for the donor country’s industry
and it comes as no surprise that China is imitating the pracrice. It seems, however, that

activity; buc other mining grew by 30.5%, profiring from the fact thar a new zinc mine became
operational (htep://www.bon.com.na/docs/pub/economic%20outlook%202005-06.PDF, 26

June 2006).
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China is playing the game more skilfully — and in some cases more ruthlessly — than
Western donor countries.

The list of public contracts awarded to Chinese companies and backed by Chinese
government money is fong. In Angola, China today accounts for over 60% of the coun-
try’s foreign loans. From 2002 to early 2006, Angola received $ 5.5 bn in Chinese loans
and an addicional $ 3 bn was granted in June 2006 (CCS China Monitor, 04/2006:16;
The Namibian, 27/06/2006). The major parc of that sum has been awarded through
the Chinese Eximbank for a credit line for reconstruction, guaranteed by oil exports.
The building projects financed with the amount are mostly carried through by Chinese
firms — among many others, hundreds of kilometres of road construction, a $ 3 bn oil
refinery in Lobito (CCS China Monitor 03/2006:19), 44 15-floor buildings in Cabinda
and 5,000 additional apartments in a village nearby." Copper mining by China-based
Pan Asia Oasis Inc. is also profiting from a $ 211 m loan from the Chinese government
to rebuild roads leading to the area.'?

Chinese help for its own industry not only comprises loans and guarantees, ic also
includes logistical and political support. In Mozambique, for example, the Chinese
embassy is actively informing Chinese construction companies of upcoming tenders.
Partly due to chis promotion of tender opportunities, a third of Mozambique’s current
road construction projects (approx. 600 km of roads) are carried out by Chinese road
conrractors (Bosten 2006:5f).

While projects of that size have so far been absent in Namibia, a large variety of
prominent public construction contraces have gone to Chinese companies. China Jiang-
su International Namibia Ltd. was responsible for the construction of the supreme court
in Windhoek (1994-97), the new police and prison training college in the same city
(1996-97) and the new magistrare’s court in Karucura (1997-99). China Beijing Cor-
poration for International Economic Co-operation buile 102 houses in Katima Mulilo
in 1999, funded through an interest-free Chinese government loan. Northern Tannery
in Ondangwa, built in 2000-02 and shut down in 2006, was financed by che Chinese
government as well and constructed by China Nanjing International Namibia Con-
struction (7he Namibian, 14/06/2000). The private Chinese firm New Era Investment
was responsible for, among many other public projects, the new town council building
in Helao Nafidi Town, inaugurated in April 2006 by President Pohamba.

The most prominent instance of Chinese involvement in public construction projects
is the new State House on the oucskirts of Windhoek. As with Heroes™ Acre, the main
contractors are North Korean firms. After the Chinese government donared N$ 55 m

11. “The planning and projection of the city’s project is expected to martch Asian and European
urban conceprs while urmost care will be taken to ensure that it falls within the lifestyle and
architecronic characeeristics of the country, Ju Lizao, a representative of the Chinese firm said.
This urbanisation project will create 4,000 local and 1,000 Chinese jobs at minimum cost
while ensuring qualiry. The project is expected to span over 30 months.” CCS China Monitor,
03/2006:18.

12. CCS China Monitor 10/2005:23. These loans and grants widen the polirical margin for the An-
golan government, allowing non-compliance with Western and international donor agendas. A
Chinese soft loan of $ 2 bn to Angola came after Western donors postponed a donors’ conference
meecting duc ro concerns about corruption. The loan came with a grace period of 5 ycars and is
repayable over 17 years ar 1.5%. It is bound to be spent on Chinese contracrs — and helped China
ourbid India on an oil deal. (Kaplinsky, McCormick, Morris 2006:30).
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for the construction of State House in 2002 (“with no strings attached,” as a spokesman
of the Namibian government told the press), a Chinese company was given 2 share in
the project withour public tender. In May 2005, another generous grant by the Chinese
government for the building of the new State House was announced, but its amount was
not disclosed. In April 2006, during the budget debate in parliament, it surfaced that
the presidential home attached to State House would be wholly donated by the Chi-
nese government and built by Chinese companies. It was announced thart the Chinese
government would tender for the construction in China (7he Namibian, 21/04/2006),
thereby possibly introducing new players to the Namibian market.

While Chinese construction companies came into the Namibian marker in the late
1990s by tendering for public projects often backed by Chinese government money,
they have since moved into the private sector and are making life very difficult for the
remaining Namibian and South African construction companies. Chinese companies’
marlcer share is estimared to be “anywhere berween a third and two thirds of the con-
struction market” (Jnsight Namibia 04/2006:19) and it is growing. The main reason for
the Chinese success is pricing: Chinese firms are undercutting Namibian comperitors
on a regular basis. Experts say that profit margins on government construction projects
have declined from 30% to 10% or 15% due to Chinese companies (/nsight Namibia
04/2006:20) — a reduction thar simultaneously saves public funds and creates local
unemployment. Chinese contractors claim that their success is due to hard work, reli-
abiliry and efficiency, while local construction companies were characterised by inflated
profit margins, the frequent missing of deadlines and low produccivity prior to rhe ar-
rival of international competitors.

Local companies reply by accusing Chinese firms of unfair compericion. Induscry
representatives such as the CIF (Construction Industry Federation) have claimed that
Chinese firms profited from preferential trearment in cthe allocation of tenders and that
government was unwilling to force Chinese companies to comply with Namibian la-
bour laws. They even spread rumours that convicts were used as forced labour on the
construction sites in order to cut costs. Allegations of political protection and favouric-
ism are difficult to prove or disprove. While it is not unlikely thar political influence and
corruption play a role in large public contracts (government infrastructure projects are
notoriously prone to corruption worldwide), I have not come across any tangible proof of
rigged tenders or unfair competition. Ar the very least, these allegarions are an indicaror
of the growing resentment against Chinese competitors among local businesspeople.

Allin all, while Chinese competicion makes life difficult for the Namibian construc-
tion industry, Chinese comperition seems to have had a favourable effect on producriv-
ity and efficiency in the sector and lowered construcrion costs in the country. Chinese
firms should, however, be more rigorously supervised as to their compliance with Na-
mibian labour laws, and, where public tenders are concerned, preferential treacment
of local firms or stricter regularions regarding the employment of local workers should
cerrainly be considered.
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Chinese migrant entrepreneurs
China shops

In everyday life, the most striking aspect of China’s growing importance for Namibia
is the omnipresence of Chinese shops in the country, selling everything from tractors
to sports bags, from camping tables to pirated perfumes. There is no Namibian town
without its China shop, and in many larger villages the only shop selling anything other
than sugar, cooking oil, soap and beer is owned by a Chinese migrant. All of these mi-
grants have come from China since 1990, looking for business opportunities outside the
highly regulaced and crowded Chinese economy.

The following overview is informed by a case scudy in Oshikango, the main trading
post on the Angolan border — a special situation, as most shops in the town are living
off the offshore wholesale trade into Angola (for more derails see Dobler 2005, 2007,
2008)."> Many aspects, however, from crade organisation to the difficulties with work
permics, are general fearures of the life of Chinese migrants in Namibia.

Oshikango is a small but vibrant town on the border with Angola. Due to the town’s
position on the main road linking Namibia to Angola, it is also the main trade hub
between the two countries. Large warehouses sell all kinds of imported goods wholesale
to Angolan traders. Most of the warehouses operate offshore — the goods are imported
‘in bond’ for export to Angola, without paying Namibian import duties and taxes on
them. The most important goods traded in Oshikango are used cars, beer and liquor,
furnirure, white goods and clothing articles. Chinese shops mainly deal in clothing, tex-
tiles, shoes, electronics and all kinds of cheap consumer goods, bur also in mororcycles,
furniture and small craceors.

Oshikango is the ideal place to do business in the Angolan market wichour acrually
investing in Angola. Political and economic conditions are stable and foreseeable, and
an excellenc road (and in the near furure a railway line) links the town to the Southern
African ports of Durban, Cape Town and Walvis Bay. Many investors are scill reluctant
to invest in Angola: they fear political interference and insecurity, and are unwilling
to comply with the more demanding Angolan rules for foreign investments (like the
obligation to form a joint venture with an Angolan parcner). Since about 2003, how-
ever, Oshikango has lost some of its appeal. Aparr from infrascrucrure development in
Angola, giving viable in-country alrernatives to Angolan wholesalers, chis is mainly due
to the strong Rand and to the enforcement of Angolan import duties. A large part of
the Angolan economy functions on a US-dollar basis. While one US dollar would buy
13 Rands/Namibian Dollars in 2003, ic was worch only N§ 6.2 in early 2006, signifi-
cantly lessening Angolan buying power in Oshikango.'"" An even heavier blow came in
2004, when Angola employed the British firm Crown Agents to supervise the custom’s
office in Sanra Clara, the Angolan border post opposite Oshikango. Before that, import

13. Thirteen months of fieldwork were carried our in 2004 and 2006, focusing on economic and po-
licical transformatcion in the border boom town. To protect my informants, who partly entrusted
me wich rather sensitive business information, 1 have tried to make them unrecognisable in my
descriptions. This accounts for my often racher vague ascription of citations.

14. Consequences for Angolan clients are not as heavy as one might expect, as many imports to
Oshikango are also paid in US dollars, particularly used cars, furniture and all kinds of Chinese
goods. Beer and liquor sales, however, have been highly affected by the strong Rand.
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duties and consumption taxes, incroduced in 2002 and amounting to up to 60%, were
often avoided chrough bribery. As this practice continues at other border posts, many
Angolan traders make large and costly detours in order to import goods purchased in
Oshikango through the Katwitwe or Calueque border posts.

Most Chinese-owned shops in Oshikango sell wholesale to the Angolan market.
They import large quantities of goods: many shops receive up to ten 40 foor containers
of merchandise per monch. For larger quantities, the goods are usually ordered directly
from the factory, while lesser quantities are bought through wholesalers in China. The
ability to deal wich Chinese suppliers and government offices and to find new articles or
better suppliers for the same article is the main asset Chinese traders in Oshikango have.
“The problem is to bring the things here. Once chey are here, selling is easy. Angolans
buy everything,” a trader told me. The culcural skills necessary to buy successfully on
the cheap Chinese markec (obviously including language skills) makes them exclusive
and prevents Namibian competition. The culeural skills for selling in Oshikango are
acquired by most migrants on the job - including rudimentary English and Porru-
guese.”

Due to their access to Chinese markets, the migrant entrepreneurs can undercut
prices for comparable goods produced elsewhere. You can buy leacher belts for N§ 5,
radio cassette players for N§ 40 or soccer shoes for N§ 45 (Namibian recail prices, in-
cluding all taxes). Qualicy is poor for some goods, but not for all: Chinese traders often
complain that Angolan and Namibian customers do not perceive differences in quality
and only compare prices.

The profic margins of che first Chinese traders were very high, but comperition
quickly led to lower margins. Chinese shops in Oshikango are fierce compertitors for
each other. They do not fix prices, nor are they shy to copy successful business ideas
from their neighbours. Whenever new merchandise introduced by one of the shops is
selling nicely, other shops are quick to order similar icems and sell them ar lower prices.
Even brands established by one of the larger traders have been pirated by his colleagues
through different Chinese factories.

The Chinese migrants come ro Namibia to create a living for themselves and to
escape the constraines of the Chinese domestic economy. They expend a lot of energy,
hard work and creativity on their business, and many of them are very successful. How-
ever, their work benefits not only themselves and cheir families, it is also of enormous
relevance to the Chinese economy. Today, Chinese migrant entrepreneurs are living in
every country of the world, and in every African town there are Chinese shops selling
goods produced in the People’s Republic. The single shops are often small, but collec-
tively they form a highly efficient network of sales outlets for Chinese industries largely
independent of government initiatives. The Chinese government has certainly changed
emigration rules and created greater room for business initiatives and its diplomats are
constantly busy with securing the favours of foreign governments, bur the main input
for Chinese shops comes from the migrant entrepreneurs. If chere is today no counery in

15. There is, however, a generacional gap here: while che older Chinese migrants often do not speak
any foreign language before coming to Namibia, many of the young have a2 good working knowl-
edge of English. This reflects the enormous improvements in the Chinese education syscem in
the lasc two decades.
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the world where Chinese goods do not form parrt of people’s everyday life, that is largely
due o these migrants.

Starting from a very low basis, Namibia’s imports from China have grown at a srag-
gering pace since approximately che turn of the millennium. According to ITS trade dara,
Namibian imports of manufacrured goods from China have grown from $ 132,700 in
1996 t0 § 1.5 m in 1999, $ 9.3 m in 2002 and more than $ 20 m in 2003. As the growth
rates reflece the process of adjustment due to China’s integration into the world markets,
they will eventually slow down when China’s relative weight in the world economy is
refleceed by its weight on the Namibian market. Until that point is reached, however,
both Namibian businesses and cradicional exporters on the Namibian marker will have
to live wich constantly declining market shares and dwindling margins.

Problems of legality

For most Chinese nationals in Namibia today, getting a work permit is the single most
essential prerequisite for success in business. “When we are here, we can always make
money in some way or the other. If we have to go back to China, it is much more dif-
ficule.” The days when one could easily get a work permit for establishing a rerail shop
are over. Chinese shops are present in every Namibian town, and both the public and
politicians are growing more and more concerned about the negative effects on local
industries and on the locally owned retail trade. It has even become difficult for shop
owners to get work permits for relatives as assistants in their businesses, and a new
migrant without connections (and more often than not without the necessary language
skills) does not have a realistic chance on his own to ger a work permit issued. There are,
however, still several options for new migrants.

Perhaps the most common option is to pay established Chinese businessmen in
Namibia who acr as immigration brokers. They take charge of the necessary docu-
mencs and provide both housing and a work place for the new arrival. Their charges can
amount to well over N$ 100,000. Most of that sum is gradually paid back by working
for the broker. After about three or four years, when they have paid back the broker’s
fees, new arrivals have also acquired the necessary skills and local knowledge to starca
business of their own.

A second option seems to be more common still. Instead of paying a broker for the
whole package, new migrancs (either people with business experience elsewhere and
some capital, or new business partners or relatives of Chinese living in Namibia) only
pay for the service of a well-connected Chinese person who assists them in getcing their
worl permit. Informancs differed as to che price of this service, but the average sum
mencioned was about N§ 20,000. All informants were convinced that pare of chat sum
went to senior Home Affairs officials, the rest to the broker, bur they were unclear about
the respective shares.

While migrants complain about che rising sums involved, they accept them as the
unavoidable entrance fee into a new world of opportunities. They are taught the rules of
the game by their predecessors and they care more about the outcome than abour legal-
ity. None of these rules are made by them, anyway. If they are concerned abour che lack
of legality, it is because it heightens both their risks and the leverage of the brokers. “You
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know, people talk so much about corruption. You can't just go there and give money to
an officer. If he doesn’c know you, he will not take it, and maybe arrest you. So there are
only very few people who know those in charge for a long time, they are friends, and
they know, if I take money from this one, it will be okay.”

With work permits becoming scarcer or more expensive, more and more Chinese
entrepreneurs are looking for alternative, cheaper ways to come by them — or simply
ignore the risks of illegality. There are Chinese citizens who have been living in the
country for years on a long expired tourist visa, relying on their luck not to get caught.
A more promising way for creative entrepreneurs is to serve — or to do lip service to — the
penchants of their host country’s officials. While the Namibian government has gradu-
ally realised that there may be enough Chinese retail shops in Namibia, they are still
keen to attrace investors for manufacturing. More and more Chinese are thus chinking
abour establishing production facilities in Namibia. There is, for example, a Chinese
firm producing duvets for exporr in the otherwise more or less manufacturing-deserted
Oshikango Export Processing Zone (EPZ) park. Nothing could be more welcome to
Namibia, even if che cotton, the textiles and the sewing machines are imported from
China. I was at first puzzled why anyone should care to sew duvets in Namibia instead
of importing them from China at lower costs. The answer, at least according to the gen-
eral consensus of Chinese pavement radio, is simple: the main outcome of the venture
is not duvets, but work permics. “Wich such a workshop, you will get work permics for
maybe 20 or 30 technicians. Two or three of them actually work there, the rest is work-
ing somewhere in a shop.”

The shops the additional migrants are working in often have no connection to the
manufacturing business. Work permits have actually become just another commodiry,
a source of income for Chinese businessmen established in Namibia. Many of them are
now busy establishing all sorts of manufacturing plants in order to sell the opportunity
of legal employment to fellow countrymen. They typically spend about N$ 50,000 for
the import of machinery, money easily recovered by the selling of three work permits.

Chinese who have been in the country for some time and are keen on establishing
their own businesses usually keep a close watch on government policy. When President
Pohamba in a speech urged Namibians to enhance computer skills and infrascructure, a
young Chinese took it as a sign that a computer service and training centre could meet
with the favour of Home Affairs. “Everybody rtalks abour manufacturing. Bue service
is, I think, good too. It is good for Namibia. And you don’t need so much money. If
you import machines, even if they don’t work, just for show, you have to pay a loc of
money for transport. With computers, that could work. I can still do sorme business at
the same time.”

Immigration laws are a field of state adminiscration in which migrants all over the
world are likely to become criminal at one point or another. Most of those who have
iried to ger a work permirt or a new ID card from Home Affairs will probably under-
stand, if not approve of, the temptation for somebody who is neither proficient in the
language nor familiar with che system to get his papers in a more expeditious way. II-
licit activities of Chinese nationals in Namibia are not limited to immigration offences,
however. There are indicators that organised crime in Namibia has its Chinese face,
to. Chinese shops in Windhoek are paying for ‘protection” the gangs who control that
business are equally involved in international drug dealing into and through Namibia,
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in cigarette smuggling and in the human crafficking of illegal prostitutes from South
Africa ro Namibia. In the north, Chinese nationals are involved in large-scale illegal
currency deals, privately buying US dollars earned in the cross-border trade from local
businessmen and reselling them at slightly higher rates in South Africa. [ was unable to
establish the source of the funds used for these currency deals, but due to the high risk
involved, there is some likelihood of reinvestment of illicit gains and of money launder-
(o 16

ng

Economic benefits?

The business opporrunities in Namibia cercainly benefic the Chinese migrant entrepre-
neurs. But how much does their work benefic the Namibian economy and the Namibian
people? To answer this question (and to decide what stance the Namibian government
should adoprt towards Chinese businesses), it is useful to distinguish short-term effects
from long-term hopes and aims.

In the short run, the presence of Chinese shops makes some goods more accessible to
the average consumer. Clothing, blankets, matcresses or shoes have become a lot cheap-
er — not to mention the plechora of unnecessary gadgets one can buy in China shops all
over Namibia. Upper class consumers may raise a dismissive eyebrow at the qualiry, or
argue that many of these items are racher useless. But for many people, a cheap radio of
inferior quality at an affordable price looks more convincing than one of superior qual-
ity that is beyond their means, and even ‘unnecessary’ material possessions can create a
strong feeling of exclusion if you are not able to afford them.

In addition to that, Chinese businesses create employment for Namibians. Once
Oshikango’s China Village is completed, around 200 Namibian people will find a job
there. Most China shops in Namibia actually employ ar least some people — shop as-
sistants, store hands or security guards. Most of these jobs are for unskilled workers,
however, and chere have been many complaints about ill-treatment of workers.

In the short run, while Chinese shops benefit some of the more vulnerable Na-
mibians, it is doubtful whether these benefits outweigh the losses experienced by ex-
isting businesses and, most importantly, the export of profits earned to China where
they can no longer fuel the Namibian economy. The real issues, however, emerge in a
long-term perspective. Throughout history, migrant entrepreneurs, and especially for
eign shop owners, have been accused of parasitism and exploitation. But history equally
abounds with examples of the constructive economic role played by migranc entrepre-
neurs who come into a country with capital, energy and new skills. What really mar-

16. Most of these allegacions, however, rest on informed hearsay only. While some Chinese nation-
als were convicted in Windhoek and Walvis Bay for, among other things, cigarecte contraband,
drug dealing, armed assaulc and artempted murder, neither major structures of organised crime
nor its links to South African gangs have so far emerged in court cases. The most prominent case
judged in court involved a charge of heroin dealing and a burst from an illegally owned R4 au-
tomatic rifle in the upmarket Windhoek Country Club resore (See The Namibian, 13/08/2004,

11/11/2004). When, in 2003, smuggled cigarettes for over N$ 15 m were seized, “Police said it

suspected thar the source was a well organised syndicate from China. Contraband cigarettes are

normally transported from China to Durban in South Africa before being shipped to Walvis Bay

and back to South Africa.” (The Namibian 6/02/2003).
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ters for the Namibian economy is not whether the Namibian government should grant
more or less work permits, or whether Chinese shops compete wich existing ones owned
by Namibians. The real question is whether the self-interest of Chinese migranes can
be channelled into directions chat will create genuine development, skills transfer and
added value that stays within the Namibian economy.

Deborah Briutigam (2003) has shown how, in the case of Mauritius, Chinese busi-
nessmen have moved from trade into manufacturing, creacing the germs of successful
indigenous industrialisation. This has not happened in Namibia yet and there are not
many signs that it is about to happen. Government is certainly trying to push Chinese
investors in thar direction, bur I know of only two or three ‘real’” Chinese manufactur-
ing investments in Namibia, compared to hundreds of Chinese shops and a growing
number of Potemkin villages in the manufacturing sector. Trade is still easier, more
lucrative and less risky than manufacturing — not only for Chinese migrants. Bue com-
petition among shops is already tough and profit margins will decline furcher. Many es-
tablished Chinese shop owners are already looking for different markets where they can
swim ahead of the crowd (two of them told me they wanted to move to Iraq as soon as
the sicuation becomes a bit more stable; for a parallel example see Haugen and Carling
2005). If Namibia can offer them alternative investment opportunities outside trading,
they might be induced to put their formidable energy, and ctheir money, into projects
that really furcher economic development.

Conclusion

This overview of the role China plays for the Namibian economy is far from exhaustive.
I have concentrated on primary commodities, the construction industry and retail trade
by migrant entrepreneurs only, leaving many other issues aside. There are many furcher
fields where China’s growing presence has large consequences for Namibia — from mili-
tary cooperation, rechnical assistance and cultural exchange programmes to traditional
Chinese medicine or the growing number of twinning agreements between Namibian
and Chinese towns, let alone diplomatic ties ar governmenc level.

But even such a short review, bound to be outdated soon, shows how much the bal-
ance of the world economy has already shifted towards China. Africa (and the world)
will have to face this fact, instead of wishing it did not happen. Only then can African
countries implement policy measures thac will allow chem to benefit from the Chinese
boom. More favourable terms of trade may, of course, make a crucial difference to
commodity exporters, but unless China's role is rendered more constructive through
economic legislation and diplomacy, Oshikango’s China Village could become a sym-
bol for the revamping of che old economic world system with a different trade partner
- once again reducing African countries to the export of raw materials and the import
of manufactured goods.

Notwithstanding that danger, China’s emergence can create real possibilities. Quite
apart from its interest in raw materials, there are signs that China is really willing ro
contribute to development in Africa, from the surge of donor moneys coming from the
People’s Republic to the willingness of the Chinese government to reduce textile exports
to Southern Africa in order to protece local industries. On a local scale, the immense
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energy and creacivity of Chinese migrants in Namibia could certainly be puc to more
constructive use than to obraining and selling work permits, or the import of broken
machinery for false manufacturing sices. African governments will not change China’s
role in the world economy nor the leverage that comes with it, but policy measures they
implement now may contribute to transforming its consequences and may determine
whether China’s emergence will reshuffle the cards in Africa’s international economic
relations or simply change the players.
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