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Preface:Ͳ
General Information of Global Construction Industry and African
Market
The value of the global construction industry in 2011 was USD 5.8 trillion, which
tookup8.32%oftheglobalGDPvalue.“OXFORDECONOMICS”predictsinitsreport
GlobalConstruction2020

 thatthevalueofglobalconstructionindustrywillbe

USD 12.7 trillion and its portion within the global GDP value will go up to 14.6%.
China,India,Russia,Brazil,PolandandUnitedStateswillbethemainmarketsforthis
growth. 
Despite some global upheavals and uncertainties, the world construction market
showedsurprisingstrengthforlargecontractorsin2011.Therevenueoftheglobal
construction industry in 2011 was $5.8 trillion. Asia & Australia, Europe and
MiddleͲEast countries are still the top three regions weighting 65.5% of the whole
valueoftheinternationalconstructionmarket.(Itcanbeseenherethatthevalueis
USD 112.19 billion in Asian & Australian countries, USD 101.46 billion in European
countriesandUSD83.07billioninMiddleEastcountries.
OfcourseLatinAmerica,AfricaandAsiaarecertainlyallregionswheretoseegreat
opportunities for the business growth in the future. Comparing with the total
revenuein2010,thegrowthrateofdifferentregionswere:6.6%inAsia&pacific;6.4%
inLatinAmerica;5.8%inEastEurope;4.7%inMiddleEast;4.7%inAfrica;minus0.4%
inWestEurope,andminus3.3%inNorthAmerica.Andforthepastdecade,thetotal
revenueoftheENRTop225grewfor6times(from$88billionin2001to$606billion
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in2010).TherevenueofAfricanmarketweighted8.28%ofthetotalTop225revenue
in2001andincreasedto15.80%in2010(12.84%in2011).
It can be seen as a matter of fact that the African Market has been weighting a
significant proportion in the total ENR International Contractors’ Revenue. The
marketdemandisincreasingduetotheneedstobuildorimprovetheinfrastructures
andthissustaineddevelopmenttendencywilllastinthecomingdecadeaswell. 


Part1:Ͳ
ChineseInternationalContractorsinAfrica
1.1 DominatingContractorsinAfrica
AmongtheENRTop225InternationalContractors,European,AmericanandChinese
Contractorsweretakingupto80%ofthewholemarketrevenue.Thesumweightof
themainregionalInternationalContractorswentyearbyyearwithplusorminus5%
fluctuation. However, the interior distribution among the contractors from these
three regions (Europe, America and China) varied substantially. As the dominating
ContractorsinAfricanmarket,theEuropeangroupusedtotake44.30%ofthetotal
market revenue in 2002, but their share declined to 34.60% in 2011. The market
shareofAmericangroupfellsignificantlyfrom24.10%in2002to6.70%in2011.By
contrast,theChinesegroupwasinamajorgrowthtendencyandthemarketshare
rose from 9.90% in 2002 to 40.10% in 2011, and took the lead in the recent three
years. As the revenue of African market increasing, it became the entry point for
Chinesecontractorsgoingout.
1.2 ChineseContractorsonENRTop225List
ChineseinternationalconstructionsectorisasunͲrisingindustryafterthe
implementationofChina’sReformandOpeningͲupPolicy.Duringthepastthree
decades,theChineseinternationalprojectcontractingindustryhasemerged,grown,
flourishedandgonethroughanextraordinaryprocessofdevelopment.Underthe
guidanceof“GoingGlobalStrategy”,theindustrymadeanunprecedented
breakthrough.
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Chineseinternationalcontractors,growingwiththeobjectiveofglobalizationand
marketdiversification,againstthebackdropofincreasinglyfierceworldwidemarket
competition,havemanagedtosolidifytheirmarketpositionintraditionallinesof
businessandenterednewmarkets.StartedinAsiaandAfrica,Chineseinternational
contractorshavenowenlargedtheirbusinessandreachedoutintoover180
countriesandregionsinfivecontinents.
1.3 BusinessscopeofChineseInternationalContractorsinAfrica
Chineseinternationalcontractorshavecontinuouslyextendedtheiroperationsfrom
laborͲintensivesectorslikehousingconstructionandroadpavementintosuchcapital
andtechnologyͲintensivesectors  likemetallurgy,petrochemical,powergeneration,
transportation,telecommunications,miningandsewagetreatment.Inrecentyears,
turnover that Chinese international contractors achieved in transportation,
telecommunications,powergenerationandpetrochemicalsectorshasgrownrapidly
andtakesabout50%oftheannualtotalcontractvalue.
Thesearesomesampleprojects:
z

RingRoadinEthiopia 

z

FriendshipPortProjectinMauritania 

z

ALͲJaBaLaynOilProjectinSudan 

z

MeroweHydroProjectinSudan 

z

InternationalConventionCenterinMalabo,EquatorialGuinea

z

SheratonHotelinAlgeria

z

TheGarmaMosqueinAlgeria

z

InternationalAirportinBoumediene,Algeria

1.4 FactorsleadingtothedevelopmentofChineseContractorsinAfrica
According to the investigation conducted by Chen and Orr in 2009 among the
Chinese Contactors in the African market, their past development and success in
business extension scale can be attributed to the factors like technical superiority,
cost advantage, labor resources and management experience which were in the
dominantposition.
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Part2:Ͳ
ChallengesandRisks
TherewasnopeacefulworldfortheChineseContractorstomakesucheyeͲcatching
achievementintheirpastthreedecades’developmentjourney.Thechallengesand
risksarealwayslivingwiththeopportunitiesintheAfricanmarketwiththeChinese
Contractors, such as late involvement, minority proportion in revenue, competitive
pressures,peopleriskandpropertyrisk,politicalrisk,etc.
2.1 Lateinvolvement
Chinese Contractors started their international construction business in 1978 and
graduallyincreasedthemarketsharefrom2000,muchlaterthanotherinternational
contractors(thoseinEurope,America,Japan,andSouthKorea).
ThereforetheChineseInternationalContractorsarecalledasthe“thirdechelon”in
the International Construction Industry, comparing with the examples such as
HochtiefAG(Germany)(1stENR225intheyearof2012)whichwasformedin1873
and involved the international market in 1921, and Skanska AB (Sweden) (9th ENR
225 in the year of 2012) which was formed in 1887 and involved the international
marketin1897.
2.2 MinorityProportioninRevenue
The three main market sectors of the ENR Top 225 International Contractors’
Revenue, i.e. Transportation, Petroleum and Building, normally account for 75% of
the total annual revenue, while the Chinese Contractor was sharing 6.13% in
transportation,5.4%inpetroleumand4.53%inbuildingintheyearof2011.(Taking
intoaccountofthenumberoftheChineseContractors,theaverageproportionshall
be 23%.)  Similarly can be seen for a 11 years’ period from 2001 to 2011, the
proportionoftotalrevenuesharedbytheChineseContractorontheENRTop225list
werealwaysmuchlowerthantheaveragefigure. 
2.3 Highcompetitivepressures
According to the investigation done by Chen and Orr in 2009, only 11% of the
projects were awarded through unilateral negotiation, while 40% of the projects
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were awarded through competition among Chinese Contractor and 49% of the
projects were obtained after the international bidding process. That means the
ChineseInternationalContractorshavetocopewiththeextremelyhighcompetitive
pressure from both International Contractors and the other Chinese Contractors,
since both are attracted by the continuous development demand of the
infrastructureandpotentialprojectsopportunitiesinAfrica.
2.4 HighPeopleRiskandPropertyRisk
AlongwiththeChineseInternationalConstructionindustryexpansionintheforeign
market,thepeopleriskandpropertyriskareseverelyincreasedduetoreasonssuch
as: 
z

MoreChineseInternationalContractorsaregoingout;

z

AlargenumberofChineseLabourResourcesaredeployedintheprojects;

z

MoreChineseContractorsareundertakingprojectsinthemostriskymarkets:Ͳ
Libya, Mali,Central Republic African, Democratic Republicof the Congo, Sudan
andSouthSudan,Nigeriaandetc.

Between January 2009 and June 2011, Control Risks (www.controlrisks.com)
recorded a total of 25 cases involving Chinese nationals and 65 Chinese victims.
According to a report from the specialist risk consultancy: “The number of cases
involving Chinese nationals, and indeed their proportion of the total number of
foreign nationals abducted, almost doubled in 2010 and remained high during the
firstsixmonthsof2011.”
Regarding the people risks, security risks, and political risks which are all serious
concernsinmostAfricancountriestoalltheChineseContractors,itcanbeseenfrom
the Kidnapping Risk Map, Security Risk Map and Political Risk Map produced by
Control Risks(www.controlrisks.com), African Market is the one with the highest
riskydegree.NumbersofcountriesinAfricaaremarkedashighandextremelyhigh
riskyareas,suchasMali,Somalia,Mauritania,Niger,Nigeria,Sudan,andmostofthe
African countries are on the “Very High” political risk list, including Libya, Mali,
CentralAfricaRepublic,DemocraticRepublicofCongo,Sudanandetc.
DuringtheCivilwarinLibyainFebruary,2011,50Chineseundertakingprojectswere
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affectedandthesumofthecontractvalueinvolvedis$18.8billion.TotheChinese
Contractors,thepoliticalriskmaycausethecontractstosuspended,placethepeople
in an extremely dangerous situation, bring huge value losses to the property and
undertakenactivities,andtriggermassiveevacuationexpensesandetc.
2.5 Otheraffectingfactors
There are some other affecting and challenging factors to be considered by the
ChineseInternationalContractors:
¾ Labourcostadvantageisweakening; 
¾ MajoritymarketsinconstructionbyChineseContractorsaremarkedwithlow
margin;
¾ Relyingonlocalfinance&Chinesefinancingsources,shortofexperienceinthe
internationalandworldwidefinancingmarket;
¾ ContractManagementabilitytobeimproved;
¾ Risksmanagementabilitytobeimproved;
¾ Managementlocalizationtobefurtherstrengthened. 


Part3:Ͳ
DevelopmentandFuture
Risks are always living together with the opportunities and profits. It’s up to the
cleveronetomanagetherisksandgettheprofits.Therefore,ChineseInternational
Contractors shall seize every opportunity and maximize all efforts to preserve the
upwardtendencyoftheInternationalConstructionIndustry.
3.1 GovernmentSupport 
The Chinese government is providing three levels support to the International
Contractors: 
¾ Governmentinvestmentandmarketingpromotion;
¾ Financingandinsurancepolicy;
¾ Marketoriented–financialsupport.
Regarding the government investment and marketing policy, these can be different
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infrastructureconstructioncooperativeagreementbetweencountriesandproviding
interior and exterior policy privilege to the Chinese Contractors. Regarding the
financing and insurance policy, these can be freeͲinterest loan, guaranteed special
funds,marketdevelopmentfundsandexportrebatesfromvarioussourcestobenefit
theChineseContractors.Andregardingthemarketorientedfinancialsupport,these
canbeinternationaldevelopmentaid,preferentialinternationalloans,buyer’scredit
andcommercialcreditsupportandetc.
3.2 Explorationinnewbusinessmodesandnewapproachesinprojectcontracting
The business mode of Chinese international contractors becomes increasingly
diversified,withgeneralcontractingmodesliketraditionalconstructioncontractand
EPC (engineering procurementͲconstruction) becoming more prevalent while
resourcedevelopmentͲorientedprojectsgrowingalsoatafastspeed.Investmentor
financingͲoriented

modes

like

BOT

(build

operateͲtransfer),

DBB

(DevelopmentͲDesignͲBuild), FPDBPM (FinanceͲProcurementͲDesignͲBuildͲProperty
Management)andPPP(publicͲprivateͲpartnership)havealsobeenwidelyadopted. 
3.3 Continuouslyimprovingtheinternationalcompetiveness
Afterthreedecades’developmentintheinternationalconstructionindustry,Chinese
Contractors have already achieved numbers of wellͲknown brands, such as CNPC,
CMEC, CSCEC, CCCC, SINOHYDRO, CGGC, CRCC, and etc; delivered successfully
variousprojects,suchasAlgeriaRoadProjectswithcontractvalueof$6.25Billion
(CITIC & CREC), Tekeze Power Project in Ethiopia(SINOHYDRO); formed their core
competence in business and technique in the areas of Building, Transportation,
PowerStation,Harbor,Railwayandetc.;heldfinereputationinkeymarketssuchas
Angola, Congo, Zambia, Algeria, Ethiopia and etc, and expanded further in new
markets.
3.4 Headingtoacollaborativefuturewiththebusinesspartners
AbidingbythemutualͲbenefitconcept,Chineseinternationalcontractorsoperatein
goodfaith,andelaboratetheircooperationandsourcingpolicy,inhopeof
collaborativebusinessopportunitieswithbusinesspartners.
Inthepracticalactivities,itisaquitecommonpracticeforChineseContractorsjointly
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working:
¾ WithChineseContractors,suchas:
Sinohydro JV CWE in Sudan, CITIC JV CCECC in Algeria, Sinohydro JV CGGC in
Ethiopia,andsomanyothers;             
¾ WithInternationalConsultingCompanies,suchas:
AECOM, FLOUR, AMEC, ARCADIS, JACOBS, DAR Group, ARUP, and so many
others;
¾ WithInternationalRiskManagementAgent,suchas:
    AonCorp.,Marsh&McLennan,WillisGroup,LocktonCos.L.L.C,BB&Tandetc.
¾ WithInternationalContractors,suchas
CNPCJVTurkmenistan‘sNaturalGasKonzern,andHQCECJVVINACHEM.
They do all these for the following interests: to strengthen the competiveness; to
effectivelycapitalizeonrespectiveresources;tobuildcrossindustryalliancesamong
multinationals; to better meet the requirements of project owners, and to extend
intohighͲendmarketsandhighͲvalueͲaddedfields. 
3.5 Localization
Localization is set as the approach for all the Chinese international contractors to
improvingthecorporatemanagement,inrespectoflocalworkenvironment,culture,
religion,history,regulations,andpolitics. 
As an example, Sinohydro Corporation is adopting a twoͲstep human development
strategyinitsemployee’slocalizationprogramme:Thefirststepistoensureallfield
operators are locals. Currently, over 90% of operating staff working overseas are
locallyhired.Andthesecondstepistorecruitlocalmanagerialstaff,especiallysenior
management,withtheultimategoaloflocalizationofmiddlemanagementstaff. 
3.6 SocialResponsibilityPromotion
With the development of the industry, Chinese international contractors have
realizedfulfillingsocialresponsibilityhasbecomeanimportantissueforcontractors
to transfer development mode and achieve sustainable development. Actively
fulfilling the social responsibility can be conducive for Chinese international
contractorstoupgradetheiroverallcompetitivenessandseizemoreopportunitiesin
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oversea market, which consequently will promote the sustainable development of
individualcontractorsandthewholeindustry.MoreandmoreChineseinternational
contractors value the protection of the rights of employees, make or establish an
overseas project quality management system,advocate social responsibility by way
ofdoingthefollowingssuchas:
PromotingCommunityEducation;
Constructinggreenandenvironmentalprotection;
AdvocatingEnvironmentalProtectionforPublicWelfare;
Improvinginfrastructureandlivingconditions;
HighlightingEcologicalProtection.



Conclusion
Sevenofthe10fastestͲgrowingeconomiesinto2015willbeAfricannationssuchas
Ethiopia, Mozambique, Tanzania, Democratic Republic of the Congo, Ghana,
ZambiaandNigeria,accordingtothestatisticsdevelopedbyTheEconomistandthe
InternationalMonetaryFund.
The path may be thorny, but for the Chinese International Contractors, by way of
learningfrom thePast to create a better future, they are ready to take the global
responsibilityandachievetheallͲwinharmonyinthefuture.

<TheEnd>
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