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The Ogaden region in Ethiopia has attracted little attention in the West since a bloody border 
conflict between Ethiopia and Somalia over 20 years ago. It is a place of nomads, unmarked 
minefields, bandits and camel thorn. And now, Chinese workers. 
 
A recent rebel attack on an oil field in the Ogaden resulted in the deaths of nine Chinese 
nationals. 
 
The presence of Chinese workers in eastern Ethiopia underlines a profound change in the nature 
of Beijing's engagement with Africa. During transition from the colonial era and the Cold War, 
China's involvement was largely ideology and arms. Now, it is resource development and trade. 
This changed pattern reflects events across the continent. 
 
A scramble for African resources is taking place. Exploration is occurring at a rate not seen since 
the early European colonial era. 
 
Australian companies are part of this rush. Woodside Petroleum and BHP Billiton are seeking 
developments in places as diverse as Libya and the Democratic Republic of the Congo. But the 
scale of investment by Asian powers dwarfs all Australian enterprises. 
 
China and India have emerged as major players in developing African resources. They are 
seeking to feed their continuing economic booms. A recent World Bank report, Africa's Silk Road: 
China and India's New Economic Frontier, illuminates the scale of this effort. 
 
The World Bank has estimated that Chinese direct foreign investment in Africa was more than 
$US1.18 billion ($2.16 billion) in mid-2006. Angola is now China's largest source of imported oil. 
 
The Council on Foreign Relations estimates Chinese investment in Sudan at more than $US10 
billion. They have invested more than $US150 million in Zambian copper during the last eight 
years. 
 
India is not that far behind China. The East African littoral has had a significant Indian diaspora 
for centuries. Recent energy deals with Libya, Sudan and the Ivory Coast have further widened 
Indian influence. 
 
The environmental, labour and governance records of many of the new Asian mining and raw 
materials ventures are generally poor, but Africa's desire for investment is great. Emerging Asian 
economic influence in Africa challenges stability in three ways. 
 
First, African nations remain extremely sensitive to ideas of colonialism and exploitation.  
 
There is growing concern that many developing nations in Africa are engaged in a "race to the 
bottom" for investment. Beijing's large role in the Zambian copper industry was a bitterly 
contested issue in that country's recent presidential elections. 
 
The World Bank has noted that African exports to China and India, less those involving raw 
resources, face high tariff barriers. 
 



Second, China's public diplomacy position of "non-interference" in sovereign nations plays out in 
Africa as "values-free" engagement. The number of unconditional financial deals it has with 
nations afflicted by severe human rights and internal security issues highlights this. 
 
One example is Zimbabwe, where China is sustaining the Mugabe regime as that nation's top 
foreign "investor", making it harder for Western nations such as Australia to influence change, no 
matter how many cricketing tours are stopped. 
 
Similarly, analysts have identified Chinese support for the Sudanese government as a factor in 
the longevity of the conflict in Darfur. Economic support to such states prolongs instability.  
 
Finally, it may be wrong to assume that Africa has seen the last of the proxy conflicts that 
characterised its experience during the Cold War. 
 
The situation in Africa suggests risk and opportunity for Australian business. The key risks are 
instability for operations and the development of African competition in our traditional markets. 
The key to mitigating these risks lies in Australia grasping the opportunities at hand. 
 
The environmental, labour and governance record of Australian firms is a key point of 
differentiation when contrasted with many Asian firms. It suggests a marketable comparative 
advantage. 
 
Australian ability in the provision of services for the resources sector is another opportunity for 
promotion. Australia must stop viewing Africa solely as an object of charity or curiosity. It is time 
to pursue a strategy of business engagement and development. 
 
 
 
 
Mark O'Neill is a fellow at the Lowy Institute for International Policy 


