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			1.	Hydrocarbons in Sub-Saharan Africa: Origins of Growth or Sources of Decline?

				John R. Heilbrunn

			This chapter provides an overview of developments in the hydrocarbons (oil and natural gas) sector in sub-Saharan Africa. It shows that the number of oil- and gas-producing countries in the region increased during a time of rising global demand, particularly from China, and how these resources contributed to the high-growth performance African countries recorded for a number of years. The chapter rejects arguments that oil wealth causes poverty1 and argues that the ability of African countries to benefit from oil extraction depends on the conditions of a country just before the discovery of hydrocarbons2. Their management of resource revenues is a function of fiscal regimes for extractive industries, the taxation arrangements that differ little from other industries3.

			In the early 21st century, worldwide demand for oil and gas increased sharply. And thus it caused prices to spike. Consequently, oil companies boosted exploration and global production. Their explorations used technological innovations that lowered the costs of deep-sea drilling. This convergence of rising demand, improved technologies, and skyrocketing prices motivated firms to explore offshore of Africa4. Explorations found crude oil in West Africa and natural gas in East Africa. 

			Oil is a mineral; it does nothing. It is found in underground ‘reservoirs’. ‘Reserves’ are the portions of reservoirs from which oil can be extracted. States explicitly assert legal ownership and manage subterranean minerals through their ministries of minerals or petroleum. Policymakers grant companies licenses to explore and extract crude oil. In exchange, the companies pay bonuses, royalties, taxes, and local fees. For formerly impoverished countries, the revenues can be transformative.

			Other variables that influence management of the extractive industries include history, corruption, levels of state construction, and institutions of democratic or autocratic rule. The difficulties policymakers have in resource management reflect their histories. Colonial states were partially constructed organizations without agencies beyond what was necessary for the colonizers’ extractive institutions5. If at independence governments had competent civil servants to enforce regulations, rules, and laws, then efficient management of companies occurred after the discovery of oil. If after independence a country had representative government with political institutions of democracy, then democratic rule could be anticipated to continue. The inverse of these propositions is equally probable. 

			It would be foolhardy to deny the challenges politicians face when they receive revenues from oil production. Corruption, exchange rate disequilibria, and rent seeking are three challenges to oil exporting countries. First, the multiple revenue streams present opportunities for graft and capture of wealth. Many African countries were poor countries governed by military rulers before the discovery of oil. It is hardly a surprise that afterward these countries had systemic corruption. Secrecy in official transactions was pathological and officials diverted resource revenues (Shleifer and Vishny 1993). 

			Secondly, exchange rate disequilibria are consistent with the famous arguments about Dutch Disease6. This condition occurs when a booming sector leads to overvaluation of the domestic currency and deindustrialization as labour and capital shift out of the non-booming sector, typically manufacturing. If prices for the export decline, the manufacturing sector is depressed and a deep slowdown occurs. How well or poorly the state manages its booming sector is a function of its bureaucratic capacity, a colonial legacy. 

			Finally, the receipt of resource rents in formerly impoverished economies mobilizes elites to seek those revenues7. Elites have reasons to engage in rent seeking, a behaviour that involves the capture of offices in ministries that grant licenses, manage resource rents, and have oversight functions over the extractive industries sector. Partially constructed states have difficulties in managing the oil sector.

			Old, new and prospective oil producers in Africa 

			Prior to the 21st century, African oil exporters included Angola, Cameroon, Congo-Brazzaville, Equatorial Guinea, Gabon, Nigeria, Sudan, and several countries with small reserves. The dates that production started varied from country to country. Oil was discovered in 1957 in Nigeria and Gabon, respectively British and French colonies. Whereas in 1960, when many countries gained independence, oil sold for around $23.00 per barrel, by February

			 

			

Table 1 - 20th century oil producers –
year of independence, year of discovery, production,
and measures of proven reserves 

						
				
					
					
					
					
					
					
					
				
				
					
							
							Country

						
							
							Independence

						
							
							Year of

							discovery

						
							
							Year onset

							production

						
							
							Reserves billion 
barrels

							BP, 2012

						
							
							Reserves billion barrels

							KPMG, 2012

						
							
							Reserves 
billion barrels

							World Oil, 2007

						
					

					
							
							Angola

						
							
							1975

						
							
							1968

						
							
							1968

						
							
							12.7

						
							
							9.5

						
							
							9.5

						
					

					
							
							Cameroon

						
							
							1960

						
							
							1980

						
							
							1981

						
							
							n/a

						
							
							0.2

						
							
							n/a

						
					

					
							
							Congo-Brazzaville

						
							
							1960

						
							
							1969

						
							
							1970

						
							
							1.6

						
							
							1.6

						
							
							1.9

						
					

					
							
							Equatorial Guinea

						
							
							1968

						
							
							1995

						
							
							1995

						
							
							1.7

						
							
							1.1

						
							
							1.7

						
					

					
							
							Gabon

						
							
							1960

						
							
							1957

						
							
							1957

						
							
							2.0

						
							
							2.0

						
							
							3.2 (w/LNG)

						
					

					
							
							Nigeria

						
							
							1960

						
							
							1957

						
							
							1957

						
							
							37.2

						
							
							36.2

						
							
							37.2

						
					

					
							
							Sudan/
South Sudan

						
							
							1956

						
							
							1976

						
							
							1976

						
							
							5.0

						
							
							5.0

						
							
							6.7 (w/LNG)

						
					

				
			

			 

			

1974, crude oil cost $51.00 per barrel and continued to rise. High prices encouraged exploration across much of Africa.

			Over the past 50 years, the corporate actors in Africa’s hydrocarbon sector changed in fundamental ways. First, Total (Elf Aquitaine), Eni, and the seven sisters – Exxon, Mobil, Chevron, Texaco, Gulf, British Petroleum, and Royal Dutch Shell – dominated African oil production. Africa was the frontier. Its governments were either colonies or unstable. To cope with risks, oil companies developed collusive and often corrupt relations with political leaders. Although the relationship between corruption and oil seems to be an inescapable conclusion8, it is more probable that already embedded authoritarian rule depended on corruption.

			The 1957 discovery of oil in Nigeria preceded a history of mismanagement, corruption, and unfathomable environmental degradation. British Petroleum and Shell initially gained exclusive rights to extract Nigeria’s oil. This exclusivity ended after Nigeria’s bloody civil war (1967-70). In Angola and Sudan, international oil companies (IOCs) engaged in explorations that discovered reserves from which they began production respectively in 1968 and 1976. Oil was a key element in the two countries’ civil wars. Elsewhere, exploration was tentative because of the low price per barrel. IOCs avoided risky African markets.

			In 2015 the circumstances were quite different. Explorations found abundant reserves in the Gulf of Guinea, the Great Lakes Region, and East Africa. Nigeria’s proven reservoirs hold 37 billion barrels of sweet, light crude, the seventh largest in the world. Emerging, mature and declining producers were pumping oil and gas in a wide range of African countries9. 

			Declining producers have reserves that will be depleted in the next decade. These producers include countries like Cameroon, Gabon, and the Congo-Brazzaville whose reserves are nearing depletion. Mature producers have been extracting oil for at least 10 years. This category of producers comprised Angola, Chad, Equatorial Guinea, South Africa, Sudan, and Nigeria. An increasing number of African countries are emerging oil exporters, meaning they have recently begun to extract and export hydrocarbons within the last 10 years. Among the continent’s emerging producers are Côte d’Ivoire, Uganda, Mozambique, Niger, Tanzania and Ghana. In Mozambique and Tanzania, the Italian supermajor Eni and the US independent Anadarko hold production contracts for vast natural gas reserves (KPMG 2013: 16). As Table 2 shows, by the 21st century Africa has become one of the world’s major oil and gas suppliers. 

			 

			Table 2 – 21st Century Oil Producers
Years of Independence, Years of Discovery, Production,
and Measures of Proven Reserves

			
				
					
					
					
					
					
					
				
				
					
							
							Country

						
							
							Independence

						
							
							Year
discovery

						
							
							Year 
production

						
							
							Proven 
reserves
oil*

						
							
							Proven 
reserves 
natural gas**

						
					

					
							
							Angola 

						
							
							1975

						
							
							1968

						
							
							1968

						
							
							9.0

						
							
							9.7

						
					

					
							
							Cameroon

						
							
							1960

						
							
							1980

						
							
							1981

						
							
							0.2

						
							
							4.8

						
					

					
							
							Congo-Brazzaville (ROC)

						
							
							1960

						
							
							1969

						
							
							1970

						
							
							1.6

						
							
							3.2

						
					

					
							
							Congo-Kinshasa (DRC)

						
							
							1960

						
							
							1975

						
							
							1976

						
							
							0.2

						
							
							Insignificant

						
					

					
							
							Côte d’Ivoire 

						
							
							1960

						
							
							1978

						
							
							1978

						
							
							0.1

						
							
							1.0

						
					

					
							
							Equatorial Guinea 

						
							
							1968

						
							
							1995

						
							
							1995

						
							
							1.1

						
							
							1.3

						
					

					
							
							Gabon 

						
							
							1960

						
							
							1957

						
							
							1957

						
							
							2.0

						
							
							1.0

						
					

					
							
							Ghana

						
							
							1957

						
							
							2007

						
							
							2010

						
							
							0.7

						
							
							0.8

						
					

					
							
							Kenya

						
							
							1963

						
							
							2012

						
							
							tbd

						
							
							tbd

						
							
							Insignificant

						
					

					
							
							Mauritania

						
							
							1960

						
							
							1996

						
							
							1997

						
							
							Insignificant

						
							
							1.0

						
					

					
							
							Mozambique

						
							
							1975

						
							
							2003

						
							
							2013

						
							
							Insignificant

						
							
							100

						
					

					
							
							Niger

						
							
							1960

						
							
							1992

						
							
							2003

						
							
							0.2

						
							
							Insignificant

						
					

					
							
							Nigeria

						
							
							1960

						
							
							1957

						
							
							1957

						
							
							37

						
							
							180

						
					

					
							
							Sudan/South Sudan

						
							
							1956/2011

						
							
							1976

						
							
							1976

						
							
							5.0

						
							
							3

						
					

					
							
							Tanzania

						
							
							1961

						
							
							2004

						
							
							2013

						
							
							Insignificant

						
							
							0.2

						
					

					
							
							Uganda

						
							
							1962

						
							
							2006

						
							
							2017

						
							
							2.5

						
							
							0.5

						
					

				
			

			*  Billion barrels
**Trillion cubic feet
Source: EIA 2015.

			 

			Oil companies’ avoidance of African oil markets ended in the 21st century. Asian and Latin American governments established state-owned enterprises, national oil companies (NOCs), to participate in Africa’s oil sector. NOCs compete vigorously for oil contracts10. However, this competition is subject to price volatility11. As Table 3 shows, oil prices are subject to dramatic swings. Africa’s oil market grew in importance in 2006 when oil prices for various grades began to rise. Some declines in price occurred in 2007 and 2009, but then the price rose. African oil production increased in prominence.

			Price volatility has two impacts. First, Dutch Disease effects occur in a booming sector that attracts capital and labour from a non-booming sector. The non-booming sector then declines. With a downward shift in the booming sector, the entire economy declines12. Second, when prices are high, efforts to open political space encounter little opposition. However, during price downswings, individuals in power have incentives to seize resource windfalls and close political space13. If prices decline, elites retrench and eliminate real and perceived threats to their privileged positions. Price volatility has an impact on politicians’ constituents.

			 

			Table 3 - Progression of crude oil prices
01/1995-01/2015 (US$ per barrel)

			
				
					
					
					
					
					
					
					
					
					
					
					
					
					
					
				
				
					
							
						
	
							1995

						
							
							2000

						
							
							2005

						
							
							2006

						
							
							2007

						
							
							2008

						
							
							2009

						
							
							2010

						
							
							2011

						
							
							2012

						
							
							2013

						
							
							2014

						
							
							2015

						
					

					
							
							WTI

						
							
							18.0

						
							
							27.3

						
							
							46.9

						
							
							65.5

						
							
							54.5

						
							
							93.0

						
							
							41.7

						
							
							78.3

						
							
							89.7

						
							
							100.3

						
							
							94.8

						
							
							94.6

						
							
							46.2

						
					

					
							
							Brent

						
							
							21.2

						
							
							25.5

						
							
							44.5

						
							
							63.0

						
							
							53.7

						
							
							92.2

						
							
							43.4

						
							
							76.2

						
							
							96.5

						
							
							110.7

						
							
							113.0

						
							
							108.1

						
							
							47.8

						
					

				
			

			Source: US Energy Information Administration, www.eia.gov.

			 

			Figure 1 - Progression of crude oil prices 
(January 1995 – January 2015, US$ per barrel)
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			Source: US Energy Information Administration, www.eia.gov.

			 

			Oil and emerging Africa

			It is important to recognize that because oil is a subterranean mineral it has no value until it is extracted and sold. Its value for the state is a ‘resource rent’ meaning any surplus that remains after oil companies have received reimbursement for the necessary costs of extraction and a reasonable return on investment14. To capture resource rents, the state negotiates royalties and taxes rates15. For oil companies, after deducting the costs of exploration and extraction, the return on investment is their profit. Whereas the state seeks the greatest resource rent, oil companies maximize profits16.

			Oil and Africa’s economic performance

			African economies have grown at impressive rates (Table 4). Firstly, demographic growth has been a sub-text of Africa’s economic performance. More people are earning incomes. Secondly, global demand for natural resources led to price increases, new explorations, and the discovery of new reserves. Oil prices increased from a little over $18 per barrel for Brent quality crude in 2002 to a peak of $133 per barrel in the summer of 200817. Oil companies scrambled to invest in Africa. The sampling of African countries in Table 4 below shows that GDP growth in African oil exporters has remained for the majority positive and, in some cases, impressive. 

			The impact of resource rents reflects the extent of state construction before production began. For instance, consider the pre-oil conditions in Equatorial Guinea, Chad, and Ghana. Equatorial Guinea exported cocoa under a vicious dictator. Its current President overthrew his predecessor in 1979 and established a wildly corrupt regime. Chad was an agricultural economy that exported cotton and livestock. Within a few years from independence, a brutal civil war erupted. The civil war simmers, at times exploding into extreme violence before subsiding to a low-intensity conflict. Oil production changed the fiscal dynamics for Equatorial Guinea and Chad. Equatorial Guinea’s president Teodoro Obiang Nguema amassed a personal fortune while leaving the population in poverty. Similarly, Chad’s president Idriss Déby has used oil revenues to protect his regime and enrich his clan.

     

			Table 4 - Percentage GDP annual growth
African oil exporters (selected years)

			
				
					
					
					
					
					
					
					
					
				
				
					
							
							Country 

						
							
							2000*

						
							
							2005*

						
							
							2010*

						
							
							2013*

						
							
							2014*

						
							
							Ranking†

						
					

					
							
							Angola

						
							
							3.0

						
							
							18.3

						
							
							3.4

						
							
							6.8

						
							
							3.9

						
							
							Upper middle income

						
					

					
							
							Cameroon

						
							
							2.3

						
							
							2.3

						
							
							3.3

						
							
							5.6

						
							
							5.9

						
							
							Lower middle income

						
					

					
							
							Congo-Brazzaville (ROC)

						
							
							7.6

						
							
							7.8

						
							
							8.8

						
							
							3.4

						
							
							6.5

						
							
							Lower middle income

						
					

					
							
							Congo-Kinshasa (DRC)

						
							
							-6.9

						
							
							6.1

						
							
							7.1

						
							
							8.5

						
							
							9.0

						
							
							Low income

						
					

					
							
							Equatorial Guinea

						
							
							18.2

						
							
							16.7

						
							
							-1.3

						
							
							-4.8

						
							
							-3.1

						
							
							High income

						
					

					
							
							Gabon 

						
							
							-1.9

						
							
							3.9

						
							
							7.4

						
							
							4.3

						
							
							4.3

						
							
							Upper middle income

						
					

					
							
							Ghana 

						
							
							3.7

						
							
							5.9

						
							
							7.9

						
							
							7.3

						
							
							4.2

						
							
							Lower middle income

						
					

					
							
							Kenya

						
							
							0.6

						
							
							5.9

						
							
							8.4

						
							
							5.7

						
							
							5.3

						
							
							Lower middle income

						
					

					
							
							Mauritania

						
							
							-0.4

						
							
							9.0

						
							
							4.8

						
							
							5.7

						
							
							6.4

						
							
							Lower middle income

						
					

					
							
							Mozambique

						
							
							1.1

						
							
							9.0

						
							
							6.8

						
							
							7.3

						
							
							7.4

						
							
							Low income

						
					

					
							
							Niger

						
							
							-1.4

						
							
							4.5

						
							
							8.4

						
							
							4.6

						
							
							6.9

						
							
							Low income

						
					

					
							
							Nigeria 

						
							
							5.3

						
							
							3.4

						
							
							7.8

						
							
							5.4

						
							
							6.3

						
							
							Lower middle income

						
					

					
							
							South Africa 

						
							
							4.2

						
							
							5.3

						
							
							3.0

						
							
							2.2

						
							
							1.5

						
							
							Upper middle income

						
					

					
							
							South Sudan

						
							
							--

						
							
							--

						
							
							5.5

						
							
							13.1

						
							
							36.2

						
							
							Low income

						
					

					
							
							Sudan

						
							
							6.3

						
							
							7.5

						
							
							3.5

						
							
							3.3

						
							
							3.1

						
							
							Lower middle income

						
					

					
							
							Tanzania

						
							
							4.9

						
							
							8.2

						
							
							6.5

						
							
							7.4

						
							
							7.0

						
							
							Low income

						
					

					
							
							Uganda 

						
							
							3.1

						
							
							6.3

						
							
							5.2

						
							
							3.3

						
							
							4.5

						
							
							Low income

						
					

				
			

			* http://databank.worldbank.org

			† Threshold levels: low income $1,045 and below; lower middle income $1,046-$4.125; upper middle income $4,126-$12,745; high income $12,746 or more
Source: data.worldbank.org/about/country-and-lending-groups#Low_income (accessed 28 June 2015).

			 

			Ghana is very different from the other two countries: it is a republican democracy. It produces gold, mines diamonds, and exports cocoa. Ghana’s experience in mining meant that its state had agencies to do business with extractive industries. These three countries illustrate how pre-existing conditions trigger post-discovery outcomes. For Equatorial Guinea and Chad, oil windfalls multiplied their fiscal revenues, but corruption and exclusive rule followed. By contrast, Ghana has experienced economic growth and poverty alleviation. 

			The capacity to manage resource rents is tested when oil companies pay royalties and taxes. Among the poorest African countries, oil revenues create opportunities for mismanagement. If politicians manage oil windfalls efficiently, the economy grows: resource revenues smooth expenditures and growth-generating investments. If, on the other hand, the task exceeds policymakers’ abilities, revenues are likely to be diverted and growth diminished. Outcomes, whether optimal or inefficient, are variable and reflect conditions in the country when it begins to export oil.

			For governments in which officials have no experience managing extractive industries, the impact of resource rents is variable. Oil revenues increase capital stocks and fund public investments. Subtle changes occur,  such as education, health care, and state construction, to improve public sector service delivery. Perhaps it is these changes that have the greatest impact on African oil exporters because they change the countries’ factor endowments. People have more capital.

			Natural gas is an increasingly important export for Africa. Nigeria has the eighth largest natural gas reserves in the world (KPMG 2013: 14). Emerging natural gas producers include Tanzania and Mozambique. Production is contingent on price. In Mozambique, for example, low prices in 2015 led to a reduction in production. In spite of this reduction, the IMF projects Mozambique’s GDP growth rate to be a respectable 7.5 to 8 per cent18. The critical question is how might

			 

			Table 5 - Foreign Direct Investment (FDI) 
Net Inflows (millions US$)

			 

			
				
					
					
					
					
					
					
				
				
					
							
							Country

						
							
							2010

						
							
							2011

						
							
							2012

						
							
							2013

						
							
							Trend

						
					

					
							
							Angola†

						
							
							-3,227

						
							
							-3,024

						
							
							-6,898

						
							
							-7,120

						
							
							Declining

						
					

					
							
							Cameroon°

						
							
							536

						
							
							652

						
							
							526

						
							
							325

						
							
							Declining

						
					

					
							
							Congo-Brazzaville (ROC)°

						
							
							2,211

						
							
							3,056

						
							
							2,758

						
							
							2,038

						
							
							Stable

						
					

					
							
							Congo-Kinshasa (DRC)*

						
							
							2,729

						
							
							1,596

						
							
							2,891

						
							
							-401

						
							
							Declining

						
					

					
							
							Equatorial Guinea†

						
							
							2,734

						
							
							1,975

						
							
							2,015

						
							
							1,914

						
							
							Declining

						
					

					
							
							Gabon°

						
							
							499

						
							
							696

						
							
							696

						
							
							856

						
							
							Increasing

						
					

					
							
							Ghana* 

						
							
							2,527

						
							
							3,222

						
							
							3,295

						
							
							3,227

						
							
							Stable

						
					

					
							
							Kenya*

						
							
							178

						
							
							335

						
							
							259

						
							
							514

						
							
							Increasing

						
					

					
							
							Mauritania†

						
							
							131

						
							
							589

						
							
							1,386

						
							
							1,126

						
							
							Increasing

						
					

					
							
							Mozambique*

						
							
							1,258

						
							
							3,645

						
							
							5,635

						
							
							6,697

						
							
							Increasing

						
					

					
							
							Niger*

						
							
							796

						
							
							1,061

						
							
							835

						
							
							631

						
							
							Declining

						
					

					
							
							Nigeria†

						
							
							6,049

						
							
							8,842

						
							
							7,101

						
							
							5,609

						
							
							Declining

						
					

					
							
							South Africa† 

						
							
							3,693

						
							
							4,139

						
							
							4,626

						
							
							8,118

						
							
							Increasing

						
					

					
							
							South Sudan*

						
							
							---

						
							
							---

						
							
							---

						
							
							---

						
							
							Conflict

						
					

					
							
							Sudan†

						
							
							2,064

						
							
							2,314

						
							
							2,208

						
							
							1,688

						
							
							Declining

						
					

					
							
							Tanzania* 

						
							
							1,840

						
							
							1,229

						
							
							1,800

						
							
							1,872

						
							
							Increasing

						
					

					
							
							Uganda* 

						
							
							544

						
							
							894

						
							
							1,205

						
							
							1,194

						
							
							Increasing

						
					

				
			

			Trends: Increasing, Stable, Declining, and Conflict
† Mature producer (discoveries before the last 10 years – decades of production in reserves)
° Declining producer (reserves nearing depletion over next decade)
* Emerging producer (discoveries in the last 5/10 years)
Source: http://data.worldbank.org/indicator/BX.KLT.DINV.CD.WD (accessed 18 May 2015).

			 

			these diverse countries transform hydrocarbon wealth into developmentally effective programs?

			Many countries in Africa have become attractive markets for foreign direct investment (FDI). In the 21st century, emerging middle classes and millions of consumers are purchasing imported goods19. As Table 5 shows, with the exception of the Democratic Republic of the Congo (DRC) and Niger, diverse nations were discovering oil and gas and inflows of FDI were substantially rising. This increase is particularly the case in Mozambique, Tanzania, and Uganda. These emerging producers have tried to encourage FDI by presenting an image of transparency and anti-corruption. However, constant scandals have raised questions about the capacity of these states to undertake serious reforms to reduce corruption and de-regulate business.

			The political and economic impact of oil wealth 

			Most African oil exporters, whatever their political orientations, experienced significant GDP growth in the 21st century. Few dispute that a country needs efficient and inclusive institutions that extend political rights, protect property rights, reduce corruption, and build a credible commitment to good governance20. The country’s oil sector demands a stabilization of property rights to attract potential investors. A state that protects private property may expect its economy to grow alongside increased production in the oil sector. Failure to do so limits growth. These propositions inform several hypotheses.

			One hypothesis is that many states have defined equitable, inclusive institutions that enable them to accumulate wealth and enjoy democratic rule. A second hypothesis is that these conditions of inclusive institutions are a product of political settlements21. A third hypothesis is that the conditions in each country prior to oil discoveries shape resource management22. A fourth hypothesis is that the accumulation of wealth from oil exports contributes to democratization. A final hypothesis proposes that high-growth African economies are undergoing a structural transformation necessary for sustainable economic performance23. The paragraphs below briefly consider these hypothetical scenarios.

			Inclusive institutions encourage entrepreneurs to invest in the economy. When African countries began to export oil they received revenues that changed their political economies. A change in the distribution of capital to land and labour is one outcome of increased oil production. More investments in the economy contributed to greater tax compliance and growth. The data displayed in various tables testify to the extent of growth in contemporary Africa. Oil production is part of this growth.

			Political settlements are agreements or social contracts reached among social groups that reflect bargains among social groups24. Bargains build on historical relations and are evident in strategies negotiated among political elites. Acceptance of systemic corruption reflects the political settlement. Among Africa’s oil exporters, a decision to ignore corruption indicates how leaders choose to distribute wealth among members of the governing coalition25. In some African oil producers (e.g. Angola), political settlements find their expression in exclusive, oligarchic rule. In others (e.g. Ghana), increased pluralism has contributed to political settlements that enable representative government.

			To understand the trajectory of any oil exporting country, it is necessary to consider conditions present before the discovery of oil. For example, the Republic of Congo was a Marxist-Leninist regime with a complex political ideology. When oil was discovered, Congo’s leaders signed contracts with France’s Elf Aquitaine. They treated resource rents as private funds to distribute as government contracts. Transparency and accountability were entirely absent. The leadership miscalculated the extent of popular discontent and strikes and demonstrations resulted in a fragile democratic transition that ended in civil war. After the civil war and the resumption of dictatorial rule by Denis Sassou Nguesso, resource management returned to its former practices of cronyism and corruption. 

			Controversy revolves around whether resource rents prevent transitions to democratic rule (Ross 2001). However, recent studies have found that “to the degree that we detect any statistically significant relationships, they point to a resource blessing: increases in natural resource income are associated with increases in democracy”26. The debate continues and the extent to which oil causes autocracy is a contentious discussion (Andersen and Ross 2013). Despite oligarchic rule in many African oil exporters, the institutions of democratic rule have become increasingly apparent in a number of countries. Perhaps Nigeria presents the most significant example. In 2015 incumbent Goodluck Jonathan lost the presidential elections and peacefully conceded to his opponent Muhammadu Buhari. It was the first peaceful transition of an incumbent party to a challenger in Nigeria’s history27. In countless other African oil exporters, emerging pluralist practices are evident in the numbers of trade unions, voluntary associations, and political parties. 

			Finally, high-growth African economies may be undergoing structural transformation necessary for sustainable economic performance. Structural transformation is a “reallocation of resources” in formerly agrarian economies28. It is an economic term that refers to processes in development as labour moves out of agriculture and into other productive sectors, notably manufacturing and service29. In oil exporting countries, this process involves services such as banking and ICT (Information and communications technology) that are crucial to companies active in the oil sector.

			Oil and Chinese investments in Africa 

			China’s ascendance is one of the crucial phenomena of the 21st century. Its insertion into foreign markets has had a transformative impact. With close to $4tn in foreign currency reserves, the Chinese state has freedom to finance its NOCs. As a consequence, the China National Petroleum Company (CNPC), PetroChina, Sinopec, and the Chinese National Offshore Oil Company (CNOOC) successfully compete for contracts, and acquire them to explore, extract, refine, and distribute petroleum products in Africa. This trend is moreover likely to continue.

			The penetration of Asian NOCs into African markets reflects their governments’ perceived national interests of energy security. In a pioneering body of work, Deborah Bräutigam argues that the Chinese government has employed a two-pronged strategy. It provides African governments with oil-backed loans as well as with funding for the development of special economic zones (SEZs). While oil-backed loans enable African states to fund immediate development needs, SEZs attract investments from Chinese firms30. Critics assert firstly that oil-backed loans lock in millions of barrels of crude for a set price that may be preferential for Chinese firms31. In addition, SEZs may be largely for the benefit of Chinese companies and fail to result in the structural transformation that is crucial for sustainable economic development32. However, in some instances, oil-backed loans are for more than current prices and represent foreign assistance to African states.

			Oil-backed loans create vulnerabilities for corruption among African governments. They are payments for petroleum in the ground. As Table 6 suggests, corruption is a challenge for Africa’s oil exporters. Corruption reflects low levels of bureaucratic development, chronic fiscal shortages, and no accountability. Conceivably, oil-backed loans enable dishonest officials to steal future wealth. China’s policy of non-interference turns a blind-eye to graft in African states.

			In Africa’s oil sector, international competition has changed. Chinese NOCs are active in Nigeria and Angola, two countries that account for close to 5 million barrels per day (mb/d). In these markets, Chinese NOCs have displaced European and North American IOCs (Vines et al. 2009). They are conduits to provide African governments with funding through oil-backed loans. For example, in 2009 CNOOC offered the Nigerian government an oil-backed loan of $30bn to $50bn in exchange for six billion barrels of oil33.

			 

			Table 6 – Corruption in selected african countries, 2014

			
				
					
					
					
				
				
					
							
							Country 

						
							
							CPIA∆

							(1, high corruption
6, low corruption)

						
							
							TI CPI†

							(N=175)

						
					

					
							
							Angola

						
							
							N/A

						
							
							161

						
					

					
							
							Cameroon 

						
							
							2.5

						
							
							136

						
					

					
							
							Congo-Brazzaville (ROC)

						
							
							2.0

						
							
							152

						
					

					
							
							Congo-Kinshasa(DRC)

						
							
							2.0

						
							
							154

						
					

					
							
							Equatorial Guinea 

						
							
							N/A

						
							
							N/A

						
					

					
							
							Gabon 

						
							
							N/A

						
							
							94

						
					

					
							
							Ghana

						
							
							3.5

						
							
							61

						
					

					
							
							Kenya

						
							
							3.0

						
							
							145

						
					

					
							
							Mauritania 

						
							
							3.0

						
							
							124

						
					

					
							
							Mozambique 

						
							
							3.0

						
							
							119

						
					

					
							
							Niger 

						
							
							3.0

						
							
							103

						
					

					
							
							Nigeria 

						
							
							3.0

						
							
							136

						
					

					
							
							South Africa 

						
							
							N/A

						
							
							67

						
					

					
							
							South Sudan 

						
							
							2.0

						
							
							171

						
					

					
							
							Sudan 

						
							
							1.5

						
							
							173

						
					

					
							
							Tanzania 

						
							
							3.0

						
							
							119

						
					

					
							
							Uganda

						
							
							2.0

						
							
							142

						
					

					
							
							Sub-Saharan Africa

						
							
							2.7 (average)

						
							
							119 (median)
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