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ABSTRACT

Since the resumption of diplomatic relations between China and Liberia in 2003, China
has been one of the major foreign participants in Monrovia's efforts to rebuild its society.
Both within the framework of the UN Mission in Liberia and at a bilateral level, Beijing has
proved itself an important stakeholder and development partner.

This paper focuses on Chinese-Liberian relations from 2003-2013, after the resumption
of diplomatic relations. It provides an overniew of Chind’s role in the peacekeeping
operation in Liberig, including the deployment of Chinese peacekeepers, their interaction
with local interests and work conducted under their auspices. It explores China’s diplomatic
involvement at bilateral and multilateral level in support of post-conflict reconstruction and
discusses the role of Chinese commerce Liberia. In particular it deals with infrastructure
projects in Liberig, including financing, implementing entities, and management, labour
and related problems. The paper assesses the overall impact of China on Liberia’s efforts
to advance its political and economic goals in the post-conflict period. It concludes that
the imbalances between the two countries are such that Liberia appears as only a ‘relative
winner, with China as an ‘absolute winner' in the relationship. The paper ends with an
evaluation of the relationship as a whole and offers some recommendations on initiatives
through which Liberia might gain greater advantage from it.
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ABBREVIATIONS AND ACRONYMS

CBAL Chinese Business Association of Liberia
Ecomog Ecowas Monitoring Observer Group

Ecowas Economic Community of West African States
EITI Extractive Industries Transparency Initiative
Focac Forum on China-Africa Co-operation

LEITI Liberian Extractive Industries Transparency Initiative
LRTF Liberia Reconstruction Trust Fund

NPFL National Patriotic Front of Liberia

NTGL National Transitional Government of Liberia
PRS Poverty Reduction Strategy

RUF Revolutionary United Front

UNMIL UN Mission in Liberia
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CHINA AND LIBERIA: ENGAGEMENT IN A POST-CONFLICT COUNTRY

INTRODUCTION

nce labelled by the international community as a failed state, Liberia has enjoyed

Osomething of a renaissance since it held its first truly democratic elections in 2005.
Emerging out of the ravages of civil war, the country has given itself and Africa in general,
a reason for pride by electing as its president Ellen Johnson-Sirleaf, joint winner of the
2011 Nobel Peace Prize and the first woman in Africa to hold presidential office.

Working mainly through the Economic Community of West African States (Ecowas),
the African Union (AU), the UN, Bretton Woods Institutions and global donors, the
international community has played a proactive role in Liberia’s regeneration. International
involvement in the Liberian government’s priority sectors, including reform of security
and justice, and national reconciliation and healing, is of particular interest.>

Among Liberia’s bilateral relationships, the link with China has been a major factor in
its renewal since diplomatic relations between the two countries were restored in 2003.
China’s involvement ranges from participation in the UN Mission in Liberia (UNMIL)
to its social and commercial role in the revival of the country’s fragile socio-economic
structures. Both within the framework of UNMIL and at the bilateral level, Beijing has
shown itself to be an important stakeholder and development partner in Liberia, as in
most national post-conflict situations on the African continent. The aim of this paper is to
examine the 10 years of Chinese-Liberian co-operation from 2003 to 2013, following on
the resumption of diplomatic relations.

POLITICAL RELATIONS: FROM UNSTABLE TO STABILISING

Liberia was founded in 1824, three years after a significant number of African Americans,
most of them freed slaves, decided to return ‘home’ to Africa, aided in the process by
private American interests. The territory became a federal state in 1838 and in 1847
declared its independence; although remaining heavily under US influence. At the end
of the 19" century Liberia and Ethiopia were the only independent states on the African
continent.” There followed a period of slow growth and relative political stability that
lasted until the late 1980s.

In 1989 the murder of President Samuel Doe (who had himself assumed power
through a coup d’état) was the brutal outcome of years of dictatorial rule which had
generated opposition among both the elite and the rural population. Doe’s death set off
a chain of events leading to an extended civil war. Although Charles Taylor, the leader
of the main rebel group, succeeded Doe as president after elections in 1997, his tenure
proved to be even more destructive than that of his predecessor. In 2003, through the
combined efforts of the international community and Ecowas, Taylor was forced to step
down, paving the way for a political transitional period and general elections in 2005.
The election of President Johnson-Sirleaf, a technocrat with extensive experience in
macro-economic management, to all appearances has ushered in a period of stability and
is laying the foundation for national rejuvenation. In this context China’s part in post-
conflict reconstruction is especially significant.

For a considerable time prior to President Johnson-Sirleaf’s election Beijing’s role in
Liberia had been subject to the shifting tides of diplomatic recognition washing between
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the People’s Republic of China in Beijing and the Republic of China in Taiwan. Beijing’s
diplomatic relations with any state mainly depend on the other party’s acceptance of the
principle of non-recognition of Taiwan. In Liberia’s case the back-and-forth movement
between the ‘two Chinas’ started in February 1977, when Liberia abandoned Taiwan in
favour of Beijing, after a 20-year honeymoon with Taipei. In October 1989 Monrovia
switched back to Taiwan but four years later restored its ties with Beijing. In 1997
President Taylor attempted ‘diplomatic incest’ by advocating the recognition of both,
upon which Beijing once again cut its diplomatic links with Monrovia. Finally, in October
2003, Liberia’s provisional government signed a Joint Declaration and a Memorandum of
Understanding in which it once again recognised China. This move could be interpreted
as an attempt to prevent another Liberian defection to Taiwan, because at that time the
issue remained unresolved in Monrovia; although in reality even before China participated
in UNMIL Liberia clearly understood that stable diplomatic relations and access to
Liberian resources were vital issues for Beijing.* On 19 August 2005 the Liberian Senate
and House of Representatives each passed Resolution No. 001 of the 52" Legislature,
which ‘confirms and reaffirms [its] total unwavering commitment to the ... one China
policy’. This resolution made the new policy irreversible,” so much so that in July 2006
when former house speaker Edwin Melvin Snowe hinted at a possible severance of ties
with China, President Johnson-Sirleaf promptly denied the allegation and Snowe was
eventually forced to resign.® From the Chinese side the need to show commitment and
shore up the relationship was illustrated by visits by former Minister of Foreign Affairs
Li Zhaoxing to Monrovia in 2006, followed by a visit from President Hu Jintao a year later.
From Monrovia’s perspective China’s position as a permanent member of the UN
Security Council (UNSC) made it indispensable in helping to pass UN resolutions
designed to promote a normalised socio-political environment in Liberia. Beijing’s status
as an emerging power with global reach and its expanding levels of investment in,
and development aid to other developing countries were additional incentives. Liberia
has enjoyed a long history of special relations with the West. The changing global
environment and a newly assertive Chinese position in Africa have, however, encouraged
Liberia’s exploration of closer ties with China and are reflected in the priority accorded
a more pragmatic approach to foreign affairs in the transitional government’s so-called
‘development diplomacy’.” For its part the Chinese government signaled the importance it
attached to relations with Liberia by building an imposing embassy in Monrovia in 2009,
fuelling hopes that it would play a concomitant role in the country’s reconstruction.

PARTICIPATION IN UNMIL

Civil war: background

The Liberian civil war began on 24 December 1989 when Taylor entered the country from
Cote d’Ivoire to lead his National Patriotic Front of Liberia (NPFL) against President Doe’s
brutal dictatorship. In essence the conflict was a by-product of the Cold War; Taylor was
trained and armed by Libya’s then President Muammar Qaddafi with the aim of ousting
President Doe, regarded as a Western puppet.® The NPFL eventually split into two and
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Prince Johnson became head of the splinter faction. It was Johnson’s forces that arrested
President Doe and slaughtered him in gruesome circumstances in the presence of Johnson
himself, in September 1990. Fearing an overspill of Liberian revolutionary dissidence,
the four countries from which Taylor recruited his fighters — Guinea, Gambia, Sierra
Leone and Ghana — together with Nigeria decided to sponsor the Ecowas Monitoring
Observer Group (Ecomog), which in the end prevented Taylor’s taking over Monrovia.
Taylor’s revenge was to create chaos in Sierra Leone (a rear base of Ecomog) by arming
and training the so-called Revolutionary United Front (RUF). The situation eventually
was resolved by the Abuja Accord of 1995, as a result of which in July 1997 Liberia
held an election, won by Taylor. The latter’s bad governance coupled with his continued
support of the RUF led to an armed coalition against him led by a group calling itself
Liberians United for Reconciliation and Democracy, supported by Guinea, and later by
the Movement for Democracy in Liberia backed by Cote d’Ivoire. Continual peace talks
notwithstanding, fighting was brought to a halt only with the deployment of 3 500 Ecowas
peacekeepers in August 2003, after which a weakened President Taylor was forced to
agree to exile in Nigeria. The various warring factions signed the Comprehensive Peace
Agreement in Accra in September 2003, bringing the civil war to a close.

China in UNMIL

Following China’s ‘open and reform policy’ adopted in 1978 and its ensuing rapid
economic growth, Beijing’s foreign policy has become broader and more international
in nature. The transformation has brought with it multi-tiered initiatives such as the
recent advocacy by President Jintao of a ‘harmonious world’ (‘he xie shi jie’). This ideal
reflects China’s renewed expectations vis-a-vis the new international order, the purported

aim being:’

to enjoy together the opportunities of development, advance the noble task of human peace
and development ... [H]and in hand, the people from each state should push forward peace,
common prosperity and a harmonious world. Henceforth, we should respect the aim and
principles of the UN Charter, abide by the international law and universally admitted norms
of international relations, and propagate democracy, friendship, co-operation and win-win

spirit in international affairs.

As a result China has been increasingly active in UN peacekeeping operations in Africa,
particularly West Africa. It has struggled to come up with a theoretical construct of non-
interference in its foreign relations and has adopted in practice a limited consultative
intervention (LCI)." For Beijing, LCI represents a way to embark on collective action with
other states, abandoning the old principle of revolutionary unilateralism.

The increase in China’s participation in UN peacekeeping operations rests on a
combination of factors. Firstly, its ever-growing socio-economic development has made
available extra human, material and financial resources for peacekeeping operations.
Secondly, the attack on New York’s World Trade Centre in 2001 helped reshape China’s
understanding of national sovereignty and its allegiance to the struggle against terrorism.
Thirdly, involvement in peacekeeping operations is a way of improving China’s image
as a system warrantor or stakeholder rather than as a threat to global peace; it is also
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part of Beijing’s ‘historic missions’ for the 21* century and a trial run for the so-called
‘harmonious world’. Fourthly, peacekeeping missions can enhance the skills base of
China’s armed forces.!! Beijing has been building its peacekeeping architecture step by
step. For example, the Civilian Peacekeeping Police Training Centre based in Langfang,
Hebei Province, was established in 2000 as an adjunct to the longer-established Nanjing
International Relations Academy, while in 2009 a new peacekeeping training centre was
established in Huairou near Beijing. The latter is aimed at helping the army’s Peacekeeping
Affairs Office better centralise and co-ordinate Chinese peacekeeping operations and to
serve as a venue for international exchanges, including seminars and training for foreign
peacekeepers.!? Finally, peacekeeping operations are the best possible illustration of
Beijing’s preference for multilateral rather than unilateral measures in solving peace and
security problems; they also offer a practical platform for China’s advocacy of what is or is
not legitimate UN intervention."

Against this backdrop China’s participation in UNMIL was facilitated by a combination
of two factors. The first was UN Security Council Resolution 1509 of September 2003,
which authorised the deployment of UNMIL; the second was the resumption of diplomatic
ties between Monrovia and Beijing in October of the same year. Also in October, UNMIL
began its operations by ‘re-hatting’ the troops of the Ecowas mission in Liberia as UN
personnel. UNMIDs mission was to support implementation of the Comprehensive Peace
Agreement, provide backing for humanitarian and human rights assistance, and to support
security sector reform and the implementation of the peace process. The second factor also
concerns Resolution 1509, which mandates UNMIL to assist the National Transitional
Government of Liberia (NTGL) in the formation of the new and restructured Liberian
military, in co-operation with Ecowas and international organisations. Beijing dispatched
its first contingent of troops as early as November 2003.

A 724-strong 15" Chinese peacekeeping task force was dispatched to Liberia in July
2013: it comprised 564 military personnel including infantry, engineer and medical units,
158 police and two experts on mission. At the end of 2013 the Chinese total contribution
to UNMIL was estimated at 8 370 troops.'*

China’s participation evinces several specific characteristics. Firstly, China is the fourth
largest troop contributor after Pakistan, Nigeria and Ghana (with 2 013, 1 610 and 742
respectively). Secondly, it operates as a unified command comprising transportation, civil
engineering and medical units. Thirdly, in terms of ‘force enablers’ China provides mainly
logistical support, including humanitarian aid and other deliveries to UN contingents,
engineering services and a field hospital.'® Finally, the Chinese contingent is focused
more on hardware and much less on software, a policy that justifies the need for greater
collaboration with other foreign entities involved in capacity building, institutional reform

and so on.
Engineering and logistic support

The Liberian road network is one of West Africa’s worst. Liberia covers 111 370 km” but
the total length of its road system is only 10 600 km, of which just 657 km are paved.
Due to heavy rains and poor maintenance, the road system suffers from continued and
substantial deterioration. Most roads are inaccessible during the rainy season and less
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than 10% of the system is classified as all-weather road. The country is crossed only by
the north—south highway from Monrovia to Nimba via Kakata and the west—east highway
from the Sierra Leone border at Bo Waterside to Buchanan.'®

As noted earlier, China’s contingent in UNMIL includes medial, civil engineering
and transportation components. The engineering unit has renovated and ensured the
maintenance of more than 500 km of road, particularly the Zwedru-Tappita, Zwedru—
Greenville and Zwedru—-Webo highways, and the Toe Town road to the Cote d’Ivoire
border.!” Together with their Pakistani and Bangladeshi counterparts the Chinese have
rehabilitated 2 000 km of road networks and built or repaired a number of bridges.!®
The transportation unit provided water, oil, construction materials, apparel and medical
products — donated by the World Health Organization — to peacekeeping units from 37
countries while the Chinese medical team has diagnosed and treated thousands of patients.

Interaction with the donor community

The Chinese UNMIL contingent has been fairly active in empowering local communities,
particularly around its base in Zwedru. It organises training in the use of agricultural tools
and in cultivation techniques for crops such as rice and vegetables. It also promotes some
features of Chinese culture. Its relationships with other UNMIL elements are sporadic
and mainly linked to special functions organised by the special representative of the UN
secretary-general, such as the UN Day; seemingly it does not favour consistent interaction
with contingents from other countries.'

BILATERAL INVOLVEMENT

Development aid

China’s development aid to Liberia (‘technical assistance’ in Beijing’s diplomatic
vocabulary) covers several socio-economic sectors.

Education

Although the two states signed a cultural co-operation agreement in 1982, until relatively
recently their cultural and educational exchanges were very limited in scope. By the end
of 2008 only 108 Liberians had been trained on regular programmes in China.?® The
situation has greatly improved over the past five years, however. By end-2013 an estimated
500 Liberian students either had received or were receiving formal education in China,
and close to 2 000 civil servants and journalists have had some form of training there.?!
Fendell Campus, a branch of the University of Liberia covering 11 ha, with 124 800 m?
of floor space, was built entirely by the Chinese at a cost of $23 million (against an initial
budget of $21.5 million) and handed over in July 2010. China has also built three rural
schools.??
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Health

China built the Jackson F Doe Memorial Regional Referral Hospital in Tappita, opened
in 2011, at a cost of $10 million and provided training to 25 Liberian medical personnel
in China for the effective use and maintenance of its modern equipment. Three shifts of
medical teams were dispatched to other hospitals. China has also built an anti-malaria

centre in Monrovia and renovated Liberia’s Ministry of Health headquarters building for
$4.7 million.”

Agriculture

Following on the 2006 Forum on China—Africa Co-operation (Focac) and as a direct
consequence, China undertook the construction of a $6 million China Agricultural
Technology Demonstration Centre in Maryland County in the far south, one of 10 such
centres in Africa. It also provided $1 million in agricultural equipment and sent Chinese
experts to the Booker T Washington Agricultural and Industrial Institute in Kakata to train

Liberians in rice cultivation.

Infrastructure

Since first establishing a diplomatic presence in Monrovia China has undertaken a
number of social and economic infrastructure projects, including a sugar factory and
a sports complex. It has also provided hospital maintenance and medical assistance
(having sent more than 60 Chinese medical staff to Liberia since 1984). It also put
together the Gbedin rice development project in Saniquellie and founded the Liberia

Sugar Corporation (Libsuco).**

Other infrastructure projects include renovation of the
$7.6 million Samuel Kanyon Doe multi-purpose sports stadium in Monrovia; the
construction of Tubman cantonment, a military installation in Bong; and assisting in the

establishment of countrywide network coverage for radio and television.

Debt cancellation

China has cancelled $16 million in debt while granting annual aid of $20 million to Liberia
in the wake of the 2006 meeting of Focac. As a participant in the Liberian Reconstruction
and Development Committee, an outcome of the UN Development Assistance Framework
for Liberia, China had completed all its pledged obligations by 2011 (see Table 1).

Table 1: China's contribution to poverty reduction strategy programme 2006-2011
($ million)

Pillars Pledged Disbursed Remaining
Peace & security 6.2 6.2 0
Economic revitalisation 142 14.2 0
Governance & rule of law 0.0 0.0 0
Infrastructure & basic services 68.0 68.0 0
Total 88.4 88.4 o

Source: ACET, December 2009. Interview with former Chinese Ambassador to Monrovia Zhou
Yuxiao, 3 December 2010
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As Table 1 shows, China has disbursed nothing for the governance and rule of law
pillar, evidence of Beijing’s indecisiveness in addressing those issues. Though its discourse
on non-interference has developed somewhat*> China still has no clear-cut position on
governance and the rule of law in countries beyond its borders. Nonetheless, it is clear that
the complexity of China’s evolving interests in Africa, taken with an increasing governance
and rule of law deficit in several African countries, will soon make it impossible for Beijing
to continue to evade the issue.*

Trade

In terms of both the classes of goods and the overall trade imbalance, trade between
Liberia and China reflects China’s business profile with the West African sub-region as
a whole. In 2001, trade between the two countries was $141.5 million; China’s exports
totalled $113 million and its imports from Liberia a mere $29 million.?” By 2006, three
years after the resumption of diplomatic ties, the volume had risen to $532 million with
China’s exports at $530 million but imports down to $2 million. China imported only
iron ore and timber whereas most of its exports took the form of foodstuffs, electrical
machinery and ships. In 2009 two-way trade had increased 65% over the previous year
to $1.88 billion, but Liberian exports, mainly rubber, timber and scrap metal, had fallen
33% to just $4 million.”®

According to Chinese customs statistics, two-way trade in 2012 totalled $3.67 billion,
with a balance of $3.44 billion in favour of China, indicative of a record $200 million in
imports from Liberia.? This trend continued over the first nine months of 2013, during
which Liberia’s exports to China accounted for $165 million of $1.92 billion in total trade.*

The fact that ships comprise up to 70% of Chinese exports to Liberia might seem

! most of these vessels, although registered under the Liberian flag, are

anomalous, bu
owned by non-Liberians including Germans (who own 1 185 vessels), Scandinavians
and other Western Europeans escaping their own countries’ more stringent regulatory
and taxation regimes. With 2 771 vessels under registration, Liberia was second only to
Panama among operators of flags of convenience in 2012. In that year Liberia was one
of 10 flag countries that together accounted for more than 70% of the world’s registered

tonnage of cargo ships.*

Table 2: China's trade with Liberia ($ billion), 2006-2012

Year Total volume Chinese exports
2006 0.53 0.52
2007 0.80 0.80
2008 1.14 1.13
2009 1.88 1.87
2010 4.41 4.39
2011 5.00 4.96
2012 3.67 3.44
Total 17.43 17.11

Source: Chinese Ministry of Commerce (http:/www.mofcom.gov.cn) and Embassy of China, Monrovia
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In 2011 two-way trade reached a peak of $5 billion; Liberia earned nearly $50 million,
an increase of 84% over the previous year® but in real terms meaningless, representing
as it does less than 1% of total volume. Overall the situation in Liberia replicates that
of Africa in general, where Chinese traders flood markets with counterfeit and poor-
quality goods at low prices.>* It is therefore important for Monrovia to devise a policy
sufficiently aggressive to enable it to claim a more equitable share of the Chinese market.
Such a programme would include capacity building, access to financial markets, all-round
information workshops and multi-tiered incentives for joint ventures, particularly in
processing raw materials.

A further challenge for President Johnson-Sirleaf’s government is to bring under
its jurisdiction the activities of Chinese companies engaged in smuggling iron ore and
timber in collusion with corrupt Liberian officials. Prior to the demise of the Taylor
regime in 2003, commercial logging was a significant component of the economy, in 2002
accounting for one-quarter of gross domestic product (GDP) and 65% of foreign-exchange
revenue.” In 2003, after logging and diamond mining had become a source of extra-
budgetary revenue for Taylor and others to fuel conflict in Liberia and its neighbours, the
UN Security Council passed Resolution 1521 to impose sanctions on those industries,
until such time as the central government took full control of Liberia’s natural resources.>®
(The timber business was controlled mainly by a company owned by Gus van
Kouwenhoven, a Dutch citizen and a known associate of the Taylor regime.)*” The UN
embargo on timber exports was lifted only in June 2006. In a 2005 survey the International
Tropical Timber Organization (ITTO) testified that China was the destination for 75% of
Liberia’s log exports, while Europe took 80% of sawn timber.*®

To address issues pertaining to trade and economic relations the respective
governments held the first China-Liberia economic and trade co-operation forum in
Monrovia in April 2010, attended by about 100 representatives of Chinese and Liberian
companies. Although concrete results from the forum have yet to materialise, its main
merit lies in attempting to structure an increasingly deep relationship between the two
states. China’s agreement to build a free trade zone in the coastal city of Buchanan was
one eagerly anticipated outcome; another was the establishment of the Chinese Business
Association of Liberia (CBAL) in March 2011, with 15 Chinese companies as founding
members. CBAL is headed by the chairman of Sino-Liberia Mining Company. Among other
motivations the establishment of CBAL was in response to former Chinese Ambassador
Zhou Yuxiao’s plea that his countrymen be involved only in legal businesses.*

Investment

The Bong Mine Agreement
In the initial post-conflict period Liberia registered negative capital flows of $479 million
in 2005 and $82 million in 2006, but investor confidence is recovering slowly following
the election of President Johnson-Sirleaf.” It is an open secret that Beijing is being
intensively wooed by the Liberian government to tap into Monrovia’s abundant natural
resources and according to the Chinese vice-minister of commerce China’s investment in
Liberia had reached $9.9 billion by 2010.*

Solicitations for exploration and mining bids for the iron ore deposits in the Bong
Range 150 km north of Monrovia had been published by the Liberian government in
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January 2008. China Union Investment Company Ltd, a Monrovia-represented affiliate of
the Hong Kong-based China Union Mining Ltd, submitted a tender and received approval
notification in May 2008. In December 2008 President Johnson-Sirleaf announced that
China Union Mining was the highest bidder to renovate and mine the Bong Range deposit.
With a total package of $2.6 billion, China Union promised a preliminary payment of
$40 million, which the Liberian government intended to use as part of its Poverty
Reduction Strategy (PRS) portfolio.** The Bong Mine Agreement was signed between the
government of Liberia, China Union (Hong Kong) Mining Company Ltd and China-Union
Investment (Liberia) Bong Mines Company Ltd.* Mainly due to the global financial crisis,
the agreement was signed only on 19 January 2009.%

The total concession area (including the ‘Goma Deposits or Initial Concession Area’ of
24 000 ha and the ‘Non-Goma Deposits Area or Additional Concession Area’ of 15 375 ha)
is 62 000 ha, and is signed over for 25 years with exploration rights limited to five years.
The government estimates that the concession area offers 304 million tonnes of iron
ore reserves with a high grade of 36.5%, on which the concessionaire is committed to
concentrate at least 64.5%—65% into iron ore fine grade, which has a higher added value.
According to the agreement™ the main objective of the Liberian government is for the
mining companies’ operations:

to benefit regions in which Minerals are developed, including facilitating growth centres and
education for sustainable regional development, to create more employment opportunities,
to encourage and develop local business and ensure that skills, know-how and technology
are transferred to citizens of Liberia, to acquire basic data regarding and relating [to] the
country’s Mineral resources and to preserve and rehabilitate the natural environment for

further development of Liberia.

The agreement with China Union is comprehensive and in some way affects most
productive sectors in Liberia. It encompasses the aspects listed below.*

¢ Financial: royalties and surface rent are to be paid to the government. Royalties
comprise 3.8% of index price.*” Surface rent is paid against two time frames: the
rate is $100,000 a year for the first 10 years and $250,000 for each of the following
15 years. A second financial component relates to a set of allocations such as a mineral
development and research fund (one payment of $50,000 then $100,000 a year starting
from the first payment date) and general education funding for scholarships, worth
$200,000 annually. The initial payment comprises $20 million to be paid three days
after the effective date and the remaining $20 million within 120 days thereafter.

e Environmental and social norms: an environmental impact assessment and
environmental management plan seek to minimise harm from eventual plant closure
and ensure that the mining area is restored to a productive state. A social impact
assessment and social assessment plan aim to manage any potential adverse impact on
local communities of the construction and operation of mining plant and equipment,
if necessary by relocating those communities. China Union will provide medical care
for employees and their families as well as for community members, at reasonable cost,
and arrange appropriate housing for employees.
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¢ Compliance with the Liberian Extractive Industries Transparency Initiative (LEITI), an
international standard to which 14 other countries in sub-Saharan Africa subscribe.

¢ Labour: apart from giving preference to Liberians for unskilled positions, the agreement
extends to all management positions. At least 30% of total skilled posts (including 30%
of the 10 most senior) should be filled by Liberians within five years and at least 70%
(including the 10 most senior positions) within 10 years. This provision seeks inter
alia to ensure technology and skills transfer.

The agreement also contains a provision for primacy to be given to the purchase of
Liberian goods and services when these are comparable in quality, quantity, price, terms
and delivery to those from other sources.

Subsequent to the agreement, competitive pressure has also had some positive
collateral effects. As a result of the agreement the Indian company Arcelor Mittal, also
involved in mining in Liberia, declared in February 2010 that it too would engage in social
responsibility activities, including™®

¢ acommunity development fund worth $3 million a year to benefit local communities;

¢ producing the first biodiversity map of parts of the unique rainforest of the Nimba
mountain range;

¢ establishing a compensation programme for communities affected by the rehabilitation
of an Arcelor Mittal-built railway;

¢ creating an annual scholarship fund of $200,000 for advanced studies for Liberian
college graduates;

¢ supporting the development of a mining and geology department at the University of
Liberia;

¢ providing free medical care and education for all Liberian employees and their
dependents as well as allowing the local community easy access to its schools and
hospitals; and

¢ compliance with LEITI.

These developments appear to demonstrate positive outcomes from the Bong Mine
agreement. As might be expected, however, there are a number of shortcomings
detrimental to Liberian government and society. Firstly, China Union took more than
a year to make payments supposed to be made three days after the effective agreement
date and in particular to comply with the provision relating to the first $20 million of the
initial payment. It was reported that before China Union finally made the payment the
Liberian government had threatened to repeal the agreement. The second half of the initial
payment was not paid until January 2011* and in fact the Fourth Extractive Industry
Transparency Initiative (EITI) Report for Liberia, published 15 May 2013, mentioned an
aggregate payment of only $13.7 million as of June 2011. On the positive side of the ledger
China Union made a contribution in kind of $5.6 million for renovating 11.4 km of road
from Bong Mines to Hendy and 30 km from Bong Mines to Kakata.”®
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Table 3: Benefit estimates for Liberia

No | Designation Amount ($ million) Observations
1 Compensation for SIA 0.10
Social contribution 8750 3.5 x 25 years
3 General education funding 5.00 0.2 x 25 years for scholarships
1.25 50 000 x 25 years for a mining
and geology institute
4 Payment of custom user fees 10.00 Capped at 0.4 annually
Royalties 1,571.00 Estimated mine volume
(304 million tonnes) x average
index of 3.8% x 136 ¢
6 Income tax rate 1,034.00 25% of estimated 10% of
total sale
7 Surface rent 4.75 100 000 x 10 years + 250 000
x 15 years
Mineral development fund 0.50 Single payment
9 Scientific research fund 2.50 100 000 x 25 years
TOTAL 2,716.60

a

Average price of iron ore fine grade for the last six months of 2013 was $136.20/metric
tonne.
Source: Infomine, ‘6 Month Iron Ore Fines Prices and Price Charts’, http://www.infomine.com/

investment/metal-prices/iron-ore-fines/6-month/m

A second flaw is that the agreement exempts China Union from any surtax on high-yield
projects, an exemption linked to the fall in iron ore prices due to the 2008 financial crisis.
This overlooks the likelihood of a price recovery within a few years at most — which was
already the case only a few months after signature of the contract. Over a 25-year contract
term this exemption makes for a substantial shortfall for the Liberian state; one might
expect some pressure on the government to renegotiate the surtax.”

Thirdly, it is not clear why in this case the government relinquished its right to claim
the 10-15% free equity stake prescribed in Liberia’s Minerals and Mining Law for all
mining operations.”

Fourthly, China Union has been granted a zero withholding tax on dividends to non-
residents for the first 12 years, while the relevant legislation sets a rate of 5%. Similarly the
Bong agreement provides stabilisation of the corporate income tax rate at 25%° although
the relevant legislation sets the particular tax rate at 30% (which is the rate applied to
Arcelor Mittal’s mining contract).”*

Finally and most importantly, close scrutiny of the expected benefits to both sides
reveals $2.7 billion for Liberia and $10.6 billion for China Union, assuming that costs
and losses for China Union represent up to 25% of anticipated gross income. Hence
the expected benefit ratio between Liberia and China Union is almost 1 to 4.” It would

seem that regardless of the many social contributions promised by China Union the
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Liberian government should have secured the thoroughgoing implementation of relevant
provisions in the law.

Contracting

Fewer than 10 Chinese construction companies have moved into the Liberian
inftrastructure sector. The most notable are China Henan International Co-operation
Group Company Limited (Chico), China Chongqing International Construction
Corporation (Cico), Qing Dao Construction Group, Riders Incorporated, and Vic Liberia
Development Corporation (see Table 4).

Table 4: Major Chinese contracting companies in Liberia

Company name Business area Location

China Union Liberia Mining Congo Town, Monrovia
Cico® General construction Vai Town Monrovia
Chico @ General construction & mining | Bong County

Qing Dao Liberia Construction General construction & mining | Paynesville, Monrovia
Corporation

Riders Incorporated General construction & mining | Clara Town, Monrovia
Vic Liberia Development General construction & mining | 24th Street, Sinkor,
Corporation Monrovia

Global Koream Trading Construction services Point Four, Monrovia
Corporation

Liberia Yong Dong San Sen Construction services Jamaica Road, Monrovia
Corporation

Qing Dao Construction Group Construction services Congo Town, Monrovia

2 Chico & Cico added by author.

Source: Extracted from Names of Chinese Businesses-2008 of the Ministry of Commerce and Industry

Although Chico and Cico appear to be major international road contractors and compete
for almost every road project, there seems to be no fundamental difference between
Chinese construction companies in operating in Liberia and most of their counterparts
elsewhere on the continent. This applies in particular to low pay, poor working conditions,
almost no subcontracting to local businesses and a policy of outbidding competitors at any
cost, irrespective of its impact on the standard of work.

Chico was in the spotlight in the last quarter of 2010 when it was accused of
substandard work on refurbishment of a 15 km section of the Cotton Tree-Bokay
Town road, budgeted at $9.2 million. A few months after completion, the road began to
deteriorate. Chico claimed that both the World Bank and the Liberia Reconstruction Trust
Fund (LRTF) knew that the budget was inadequate for high-quality work and also argued
that turnaround times for completion were too short. As the then Chinese ambassador put
it, however, it was up to Chico to refuse to execute the project if it knew that the quality
of work could not be guaranteed.>® It is true that the project was a shared responsibility, as
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both the World Bank and LRTF attended the completion ceremony and praised Chico for
delivering quality work on deadline.’” In any event, Chico was given a 10 km continuation
section of the road, for an aggregate sum of $16.5 million (including the budget for the
first section), as well as being granted other road construction contracts.

Cico entered the Liberian construction sector in 2008. It then won a $34 million
tender funded by the World Bank to refurbish Monrovia roads and restore the 240 m
bridge known as Old Bridge that connects the ‘industrialised’ Bushrod Island with
commercial and diplomatic centres and with the heart of the Liberian capital.”® Critics
of the government have argued that it deliberately delayed the restoration of the bridge
so that it could be completed just before the October 2011 elections to attract votes for
the incumbent president; hence Cico unknowingly found itself part of the presidential
campaign.

Cico Liberia employs nearly 470 local staff (including part-time workers) and some
30 Chinese. Liberian employees have launched several strikes in pursuit of higher pay.
Trade unionists insist that the minimum wage should not be lower than $150 a month
whereas the Chinese believe that a $60 offer is above the national minimum. Cico does
not pay skilled workers, including engineers, more than $300-$400 a month, a very low
rate compared with other multinational companies operating in Liberia. Paradoxically,
Cico embarked on a social responsibility project by repairing roads and lending heavy
equipment to the police and the Ministry of Public Works at no cost.”® Given that Chinese
companies often favour low wages, implying poor living conditions for their workers,
corporate social responsibility projects rather lose their full meaning. Unsurprisingly, some
observers are reluctant to view China as a benevolent actor.*

Generally speaking China is more interested in ‘design, build and transfer’ turnkey
projects rather than output and performance-based contracts, which may imply, for
instance, a 10-year maintenance requirement. It may be desirable for the Liberian
government to combine Chinese hardware with Western software in running such
infrastructure. There is a hint of such a move in the establishment by USAID of a ‘centre
of excellence’ for engineering and road maintenance at the School of Engineering in the
Fendell Campus.®

CONCLUSION

China’s participation in UNMIL is part of a global effort to help normalise the political and
socio-economic situation in Liberia. In this, the UN mandate has met with some success.
The civil administration component of the mission has succeeded in bringing about a
degree of capacity building, although only in part; most reconstruction programmes are
financed from outside sources, making it hard to claim that Liberia ‘owns’ its post-conflict
reconstruction agenda or has invested it with local spirit.®?

Balancing Chinese contribution
China is a key factor in the post-conflict reconstruction programme and it is critical to

determine what Beijing has brought in, and what it has taken out. In 2003 the NTGL
inherited a chaotic situation at the socio-economic level and on the diplomatic front.
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The latter included a break with Beijing, the immediate impact of which was felt in the
interruption of all Chinese-assisted projects. Those Chinese businessmen who remained in
Liberia succeeded in weaving their own connections within President Taylor’s governing
network, some of them through the highly profitable business of illegal logging, albeit
in the face of UN prohibition. With the resumption of diplomatic relations with Beijing
one might speculate that China has been instrumental in the waiving of the UN ban on
timber exports and the subsequent resumption of logging on a commercial basis — which
would be only one of the many factors involved in evaluating China’s role in Liberia’s
post-conflict reconstruction.

Balancing complex interactions involves both quantifiable and non-quantifiable
variables. Even the former cannot be entirely divorced from some marginal undetermined
factors, which for present purposes can be set aside in the interests of clarity. Table 5
represents an attempt to balance quantifiable variables in a rough time frame 2003-2013.

Table 5: China's quantifiable input—output 2003-2013 ($ million)

No Designation Input to Liberia Balance for China
1 Contingent expenses 255.45° 0.00
2 PRS 88.30 0.00
3 Debt cancellation 16.00 0.00
4 Development aid ® 200.00°¢ 0.00
5 Socio-economic infrastructure @ 4925 0.00
6 Scholarship 4.00 0.00
7 Training in China 20.00 0.00
8 Trade 360.00 1711
9 Investment (Bong Mine) ® = =
10 Others 100.00 0.00
Total 1 093.00 16 017°

a Taking the average UNMIL annual budget of $650 million over 10 years (2003-2013)
multiplied by China’s 3.93% contribution to UN peacekeeping operations.

b Including $20 million in annual aid.
Excluding benefits from extractive industries, eg $10.6 billion income from Bong Mine
over 25 years.

d Including $4.65 million renovation cost for the Ministry of Health and $3 million
estimate for Monrovia Vocational School and Monrovia Weaving Centre.

e The Bong Mine Agreement indicates a moderate expected income that leaves China
Union with revenues of $10.6 billion over 25 years, whereas Liberia is expected to get
roughly $2.7 billion.

Source: Author’s calculations

It is important to note that China’s $17 billion favourable balance may not be an accurate
real aggregate sum insofar as it derives partly from what are effectively barter transactions,
in which Chinese goods and services are exchanged for imports from Liberia. Even so one

SAIIA OCCASIONAL PAPER NUMBER 182

18



CHINA AND LIBERIA: ENGAGEMENT IN A POST-CONFLICT COUNTRY

cannot disregard the fact that the Chinese trade surplus is 15 times its total contribution
to Liberia’s post-conflict reconstruction. When this component is added to an expected
profit margin for Chinese mining operations of nearly $11 billion it becomes obvious that
the relationship between China and Liberia is less a win-win partnership, more a ‘relative
win—absolute win’ situation.

Liberia’s ‘relative win’ is based on general satisfaction of its expectations vis-a-vis
China. This arises from China’s support for UNMIL including its operational extension;
its diplomatic support for Liberia’s attempt to lift sanctions on diamond mining and
the ban on timber trade; and China’s all-round contribution to Liberian post-conflict
reconstruction. The last includes socio-economic infrastructure, technical assistance,
cancellation of debt, multiple donations, much-needed investment in a mining sector
with an important social impact, and rhetorical backing for foreign investment in Liberia.

China’s ‘absolute’ win derives not only from its success in relative terms (such as
Liberia’s irreversible commitment to the ‘one China’ policy and its broader political
support for Beijing in the international arena), but also from its overwhelming advantage
in quantifiable aspects of the bilateral partnership.

Prima facie Liberia appears as a missed opportunity for a move towards an eventual
re-shaping of China-Africa co-operation methods. The same shortcomings that threaten
China’s presence elsewhere on the continent are evident in Beijing and Monrovia’s
bilateral relations. Among them the most notable include poor pay and labour relations
exacerbating grievances that find expression in sporadic riots and strikes (already evident
at Bong Mines), counterfeit and low quality goods, unreliable delivery and unsafe
production practices. The Liberian experience exemplifies many, if not most, of these
facets of China’s relations with Africa and might perhaps indicate the desirability of a more
guarded and aggressive attitude by African countries towards their apparent benefactor.

If the Liberian government wishes substantially to increase the benefits it derives from
Chinese involvement, it should move to further formalise bilateral relations with China
by establishing permanent platforms for political consultation. These might include a
bilateral commission, city twinning and decentralised co-operation. Given its still
precarious security situation, Liberia should also join China in pushing for a much slower
pace of UNMIL withdrawal, at present scheduled to take place by 2016.

Liberia should also engage China in a comprehensive implementation of its various
projects, including those within the UNMIL framework. It should complement the
hardware content with a substantial dosage of software, if necessary by involving other
stakeholders (such as the EU, US, international institutions and neighbouring African
countries) that have the advantage of greater familiarity with Liberia’s cultural, ethnic,
political, linguistic and other complex realities.

In spite of the many advantages expected to accrue from mining contracts with
Chinese companies such as that with China Union, there is evidence that Liberia could
get much more. Monrovia should find ways to invite China Union to the negotiating table
so that parts of the existing agreement on such a high yield project as the Bong Mines
contract could be revised — particularly those that may be challenged after the end of
President Johnson-Sirleaf’s incumbency (including the aspects noted earlier of excessive
royalties, a free equity stake, and zero surtax and withholding tax on dividends to non-
residents for the first 12 years).
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Perhaps most importantly, Liberia needs to take real ownership of its reconstruction
agenda. Apart from security and stability issues there remains an important challenge:
to reverse Liberians’ general expectations concerning foreign input rather than domestic
output. In addition, there is a very substantial need for capacity building, not only at
government level but also in areas such as civil society, education, public service and
security. To this end, among other things Liberia should press Chinese construction
companies to commit to sub-contracting part of their work to local concerns. Moreover,
it is the Liberian government that is entirely responsible for acceptance of sub-standard
work and for this reason the supervisory aspect of public construction, whatever the
sources of finance, should also be reinforced.

One may assume that China is gaining much from its involvement in Liberia and sees
no need to change its approach. If so, the Chinese may miss the many opportunities at
hand and lose benefits in the longer run unless they address key issues pertaining to their
presence in Liberia. China should seek partnerships with other actors to better handle the
software dimension of its delivery, particularly in the field of security training. Put bluntly,
the vast majority of Liberians are still pro-American; even so the USAID-built police
academy could well be a venue for China-sponsored security training programmes. China,
in fact, can still make its involvement in Liberia stand as a model in Africa for success in
controlling product quality, avoiding sub-standard work, encouraging better pay through
tax incentives at home and undertaking corporate social responsibility programmes as
part of a formal policy.

As a major power that contributes to global reconstruction efforts China is not
supposed to be passive in regard to governance and rule of law issues in Liberia. Indeed,
the governance and rule of law pillar of the PRS is the best single guarantee that the
Liberian government is accountable for the resources that are being pledged and disbursed
for reconstruction. In addition, governance and rule of law have been on China’s domestic
reform agenda for years; hence Beijing is quite aware that there is no way Liberia can
succeed in its reconstruction efforts without implementing these core values.

ENDNOTES

1 The author wishes to thank all those whom he met for interviews during his field work in
and around Monrovia and to thank Chris Alden and Judy Smith-Hohn for their invaluable
comments.

2 Ghberie L, Liberia: The 2011 Elections and Building Peace in the Fragile State. Situation report,
Pretoria: Institute for Security Studies (ISS), 2010, p. 1.

3  Goff R et al. (eds), The Twentieth Century: A Global Brief History. Boston: McGraw Hill,
5" edition, 1998, p. 42.

4 Personal interview, Mohammed BOS Kenneth, Minister Counsellor, Liberian Embassy Beijing,
14 January 2009.

5  Liberia, Resolution No 001 of the 52" Legislature of the Republic of Liberia Liberian Embassy,
‘Liberia—China Relations’. Beijing: Liberian Embassy, 2005, p. 3.

6  Snowe was removed from office in January 2007 following a no-confidence vote for ’taking an
interpreter on a trip without permission and meddling in Liberia’s diplomatic policy on China’.

The Supreme Court later overturned Snowe’s removal; he was reinstated 27 January 2007 only

SAIIA OCCASIONAL PAPER NUMBER 182

20



CHINA AND LIBERIA: ENGAGEMENT IN A POST-CONFLICT COUNTRY

10

11

12

13
14

15

16

17

18
19

20

21
22

to resign a few weeks later. See ‘Ex-Taylor ally sacked as speaker’, BBC News, 18 January 2007,
http://news.bbc.co.uk/2/hi/africa/6276391.stm, accessed 20 September 2012. See also Sneh G,
‘The Honourable House deserves a better leader’, The Perspective (Monrovia), 19 July 2006,
http://www.theperspective.org/articles/0719200601.html, accessed 27 December 2007.
Personal interview, George Wisner, Assistant to the Minister of Foreign Affairs, Africa—Asia
Department, Ministry of Foreign Affairs Monrovia, 23 November 2010.

ICG (International Crisis Group), Africa Report No 43. Brussels: ICG, 2002, pp. 1-2.
Xinhuanet, ‘Pushing for the construction of a peaceful; prosperous and harmonious world’,
(‘Bao gao jie du tui dong jian she chi jiu he ping, gong tong fan rong de he xie shi jie’),
http://news.xinhuanet.com/newscenter/2008-01/20/content_7455216.htm, accessed 12 May
2009. Author’s translation.

This concept is developed further in the author’s forthcoming book on the dialectic of China’s
international responsibility and the non-interference principle in Africa.

Yin He, China’s Changing Policy on UN Peacekeeping Operations. Stockholm: Institute for
Security and Development Policy (ISDP), 2007, pp. 9-10.

Gill B & C-H Huang, ‘China’s Expanding Peacekeeping Role: Its Significance and Policy
Implications’. Stockholm International Peace Research Institute (SIPRI) Policy Brief,
Stockholm: SIPRI, 2009, p. 3. Also, Safer World, China’s Growing Role in African Peace and
Security. London: Safer World, 2011, p. 75.

Safer World, op. cit., p. 76.

‘Chinese peacekeeping contingent in Liberia has completed its 14th shift’ (‘zhong guo fu li bi li ya
wei he bu dui wan cheng di 14 ci lun huan’)), http://military.people.com.cn/n/2013/0725/c1011-
22326123.html, accessed 5 January 2014. See also ‘UN Mission’s Summary Detailed by Country.
Month of report: 30 November 2013". At its peak in 2005, UNMIL authorised 15 250 military
and 1 792 police personnel. http://www.un.org.en/peacekeeping/missions/unmil/facts.shtml.
‘UN envoy meets visiting military delegation from the People’s Republic of China; praises
China for contributing military personnel to UNMIL, http://reliefweb.int/report/liberia/
un-envoy-meets-visiting-military-delegation-peoples-republic-china-praises-china, accessed
10 January 2014.

Based on Schweitzer T & M Kihlstrom, ‘Logistics Capacity Assessment’, Liberia, Version 1.05,
2009, p. 49, http://safersurgery files.wordpress.com/2012/04/liberia-country-assessment.pdf.
Kaure A, ‘Peacekeepers from China, with love’, UNMIL Focus, September — November 2006,
p- 35.

Safer World, op. cit., p. 75.

Personal interview, Rory Keane, Advisor on Security Sector Reform to the Special Representative
of the UN Secretary-General, UNMIL HQ Monrovia, 24 November 2010.

Personal interview, Mohammed BOS Kenneth, op. cit. Forty-one students received training
from 1981-1995 and a further 67 had participated in regular studies by end-2008. Since then
China has been offering roughly 70 government scholarships and 200 training opportunities.
See also ‘China Outlines Achievements in Liberia’, http://www.thenewdawnliberia.com/
index.php?option=com_content&view=article&id=9271:china-outlines-achievements-in-
liberia&catid=25:politics&Itemid=59, accessed 4 January 2014.

Calculation based on Note 20 above.

Chinese Ambassador Zhou Yuxiao, ‘Remarks at the Handover Ceremony of the China-aided
Fendell Campus of the University of Liberia’, http:/Ir.china-embassy.org/chn/dszc/jianghua/
1718566.htm.

SAIIA OCCASIONAL PAPER NUMBER 182

21



GLOBAL POWERS AND AFRICA PROGRAMME

23

24

25

26

27

28

29

30

31

32

33

34
35

36

37

38
39

40

41

Personal interview, Chinese Ambassador to Monrovia, Zhou Xiaoyu, Chinese embassy in
Monrovia, 3 December 2010.

Chinese Embassy, Monrovia, http://Ir.china-embassy.org/chn/sbgx/jingji/default.html; Liberian
Embassy, Beijing, ‘Liberia—China Relations’, op. cit., p. 1; Personal interview, Mohammed BOS
Kenneth, op. cit.

See Alden C & D Large, ‘China’s evolving policy towards peace and security in Africa:
Constructing a new paradigm for peace building’, in Berhe MG & H Liu (eds), China—Africa
Relations: Governance, Peace and Security. Ethiopia: Institute for Peace and Security Studies,
Addis Ababa University, 2013, pp. 16-25.

Admore MK, ‘Africa and China’s non-interference policy: Towards peace enhancement in
Africa’, in Berhe MG & H Liu (eds), ibid., p. 43.

Liberian Embassy, Beijing, ‘Liberia—China Relations’, internal document, January 2008.
‘China-Liberia two way trade increased by 65% in 2009’ (2009 nian zhong li shuang bian
mao yi e tong bi shang sheng 65%), http:/Ir mofcom.gov.cn/aarticle/zxhz/tjsj/201003/201003
06802801.html, accessed 22 March 2011.

Beijing, Ministry of Foreign Affairs, ‘China-Liberia Relations’, http://www.mfa.gov.cn/fzs/
sbgxdsj/t6599.html, accessed 4 January 2014.

Ibid.

See Note 28.

The Basement Geographer, ‘Flags of Convenience’, http://basementgeographer.com/flags-of-
convenience/, accessed on 19 January 2014.

Johnson AM, ‘Chinese Business Association of Liberia Launched, As China’s Trade with
Liberia Passes US$5 Billion in 2011’ http://www.liberianobserver.com/index.php/business/
item/1105-chinese-business-association-of-liberia-launched-as-china%E2%80%99s-trade-with-
liberia-passes-us$5-billion-in-2011, accessed 24 April 2012.

Personal interview, Thomas Jaye, Liberia, 22 November 2010.

ITTC (International Tropical Timber Organization), ‘Achieving the ITTO Objective 2000 and
Sustainable Forest Management in Liberia’, ITTC (XXXVIII)/6, 2005, p. viii, http://www.itto.
int/mission_reports.

UNSC, S/RES/1521 (2003), Liberia, adopted at 4 89oth Security Council meeting, 22 December
2003, http://www.un.org/ga/search/view_doc.asp?symbol=S/RES/1521%282003%29.

Global Witness, Cautiously Optimistic: The Case for Maintaining Sanctions in Liberia, Briefing
Document, June 2006, p. 7. Van Kouwenhoven was arrested March 2005 and tried the
following year at The Hague, indicted on violation of UN Resolution (788) on arms embargo
on Liberia. See the Geneva Academy of International Humanitarian Law and Human Rights,
‘The trial of Charles Taylor’, http://www.adh-geneva.ch/RULAC/international_judicial_
decisions.php?id_state=127.

ITTC, op. cit., p. ix.

See ‘Chinese Business Association of Liberia is born’ (‘Li bi li ya zhong guo qi ye shang hui
cheng 1i"), http:/Ir.mofcom.gov.cn/aarticle/jmxw/201103/20110307458315.html (Chinese
economic and commercial office’s website).

Unctad (UN Conference on Trade and Development), World Investment Report 2007:
Transnational Corporations, Extractive Industries and Development. New York & Geneva: Unctad,
2007, p. 36.

AllAfrica, ‘Liberia: China’s investment reaches US$9.9 billion’, 26 April 2010, http://allafrica.
com/stories/201004280378.html.

SAIIA OCCASIONAL PAPER NUMBER 182

22



CHINA AND LIBERIA: ENGAGEMENT IN A POST-CONFLICT COUNTRY

42
43

44

45

46
47

48

49

50

51

52

53

54

55

56

57

58

59

60

61

62

Ibid.

The agreement was signed by the Minister of Land, Mines and Energy, the Minister of Finance,
and the chairman of the National Investment Commission on the one side; and by China
Union (Hong Kong) Mining Company Ltd and China Union Investment (Liberia) Bong Mines
Company Ltd on the other.

The Liberian government was advised in part by Joseph Bell and Lorraine Sostowski, partners
in Hogan & Hartson LLP. Bell also chairs the Advisory Board of the Revenue Watch Institute.
See document signed 19 January 2009, ‘Mineral Development Agreement between the
Government of the Republic of Liberia, China-Union (Hong Kong) Mining Co., Ltd., and
China-Union Investment (Liberia) Bong Mine Co., Ltd.’, p. 1.

Ibid.

Royalties (R) are calculated according to the following formulae: (a) when the index price
is $100/m3, R= 3.25%; (b) when the index price is greater than $100/m? and less than $125,
R= 3.5%; (c) when the index price is greater than $125/m3 and less than $150, R= 4.0%; and
(d) when the index price is $150/m> or more, R= 4.5%. The index price should be the Vale spot
price FOB Brazil for shipment to China for iron ore of the same grade and quality produced
at Bong Mine.

Wrokpoh P, ‘Liberia’s mining sector: Stimulating post-war reconstruction?’, Pambazuka News
(Nairobi) 481, http://www.pambazuka.org/en/category/africa_china/64411.

Personal interview, Matenokary Tingba, Director of Mines at Ministry of Land and Mines,
Monrovia, 25 November 2010.

Gborglah V et al., 4" EITI Report for Liberia. PDF document edited by Ernst & Young, 15 May
2013, pp. 36-51.

‘Draft analysis of China Union contract fiscal framework’, Revenue Watch Institute and
Colombia University, 25 February 2009, p. 2.

Ibid.

See Section 14.3a.

Ibid.

China Union’s expected income is then: 104 000 000 tonnes x $136 x 75% = $10,608,000,000.
Personal interview, former Chinese Ambassador, Zhou Yuxiao, op. cit.

See Minutes of the Oversight Commission meeting of the Liberia Reconstruction Trust Fund,
3 March 2011, p. 1.

Personal interview, Xie Xudong, Cico, Monrovia, 4 December 2010.

Ibid.

Comment by Zambian citizen during public debate on Chinese involvement in Africa. Lusaka,
Mulungushi Center, 2 March 2010.

Chinese Embassy Monrovia, ‘Chinese engagement in Liberia’, 16 February 2010, http:/www.
cablegatesearch.net/cable.php?id=10MONROVIA188, accessed 17 September 2011.
Bajzikova K, ‘Distribution of Power within Post-Conflict Reconstruction Concept (Liberian
Case)’, paper presented at the seminar ‘AFRICA: 1960 — 2010 — 2060, A Century (Re)visited:
What next?’, University of Pécs (Slovakia), 27-29 May 2010.

SAIIA OCCASIONAL PAPER NUMBER 182

23



SAIIA'S FUNDING PROFILE

SAIIA raises funds from governments, charitable foundations, companies and individual
donors. Our work is currently being funded by, among others, the Bradlow Foundation,
the UK’s Department for International Development, the European Commission, the British
High Commission of South Africa, the Finnish Ministry for Foreign Affairs, the Intemational
Institute for Sustainable Development, INWENT, the Konrad Adenauer Foundation, the
Royal Norwegian Ministry of Foreign Affairs, the Royal Danish Ministry of Foreign Affairs,
the Royal Netherlands Ministry of Foreign Affairs, the Swedish International Development
Cooperation Agency, the Canadian Intemational Development Agency, the Organisation
for Economic Co-operation and Development, the United Nations Conference on Trade
and Development, the United Nations Economic Commission for Africa, the African
Development Bank, and the Open Society Foundation for South Africa. SAIIA's corporate
membership is drawn from the South African private sector and intemational businesses
with an interest in Africa. In addition, SAIIA has a substantial number of intemational

diplomatic and mainly South African institutional members.

South African Institute of International Affairs
Jan Smuts House, East Campus, University of the Witwatersrand
PO Box 31596, Braamfontein 2017, Johannesburg, South Africa
Tel +27 (0)11 339-2021 « Fax +27 (0)11 339-2154

www.saiia.org.za * info@saiia.org.za




African perspectives:





