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19 February 2018 <

A chronology of key events:

1890 - French occupy Niger.

AFP
1958 - Niger becomes autonomous republic of the French Community.
1960 - Niger becomes independent; parliament elects Hamani Diori president.
1968-73 - Severe drought devastates Niger's livestock and crop production.
1974 - Hamani Diori overthrown in military coup led by Lt-Col Seyni Kountche.
1987 - Ali Seybou, the armed forces chief of staff, succeeds Kountche who dies of a brain tumour.

1989 - A new constitution brings Niger back to civilian rule, but under a one-party system; Seybou re-elected
president.

Ban on parties lifted
1990 - Seybou legalizes opposition parties following a wave of strikes and demonstrations.
1990 - Rebellion by Tuareg people in the north begins.

1991 July - Constitutional conference strips Seybou of his powers and sets up a transitional government
under Andre Salifou.
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1992 - New constitution allowing multiparty elections ratified.

1993 - Mahamane Ousmane elected president and his coalition, the Alliance of the Forces of Change wins a
majority of seats in parliament.

1995 - Ceasefire between the government and the Tuareg's Revolutionary Armed Forces of the Sahara
comes into effect.

More coups
1996 January - Ousmane ousted in a coup led by Col Ibrahim Mainassara, who bans all political parties.

1996 May - New constitution giving the president increased powers approved in a referendum; ban on
political parties lifted.

1996 July - Mainassara wins presidential election.
1997 - The Democratic Renewal Front, a hard-line Tuareg group, signs peace accord with government.

1999 April - Major Daouda Wanke assumes power following the assassination of Mainassara by his
bodyguards.

1999 August - New constitution reversing the increase in the presidency's powers approved in a referendum.

1999 October and November - Mamadou Tandja elected president and his party, the National Movement for
the Society in Development, wins majority of seats in parliament.

2001 January - Niger bans hunting in an effort to save its wildlife population, which includes the lion, the
giraffe and the hippopotamus.

2002 August - Soldiers mutiny in the east and in the capital and demand the payment of wage arrears and
better conditions. The rebellions are put down.

Uranium claim

2003 January - US President George W Bush claims Iraq tried to acquire uranium from Niger for its nuclear
programme. The claim also made in UK's September 2002 dossier on Iraq.

2003 March - Nuclear watchdog tells UN that documents relating to Irag-Niger uranium claim are forged,
concludes specific allegations are unfounded.

2004 July - First-ever local elections. Parties backing the president win most of the seats.

2004 December - President Mamadou Tandja wins a second term in office with 65.5% of the vote in a
second-round ballot.

2005 July - International Court of Justice awards Niger most of the river islands along its disputed border with
Benin.

Tuareg rebellion
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2007 August - Government declares alert in the north, giving the army greater powers to fight Tuareg rebels
who have staged deadly attacks over the past six months.

2008 June - Police arrest former Prime Minister Hama Amadou on charges of embezzling state funds.

2009 April - Government and Tuareg rebels of the Movement of Niger People for Justice (MNJ) agree to end
hostilities after talks in Libyan capital Tripoli.

2009 May-June - President Mamadou Tandja suspends constitution and assumes emergency powers after
Constitutional Court rules against his plans for a referendum on whether to allow him to seek a third term.

2009 August - Much-criticized referendum endorses new constitution which allows President Tandja to rule
for three more years and gives him broader powers.

2009 October - Opposition boycotts election to replace parliament that President Tandja dissolved to stop it
blocking his constitutional changes. Mr Tandja's supporters win overwhelming victory over independent
candidates.

Coup

2010 February - President Tandja is ousted in a coup and a senior army officer, Col Salou Djibo, named head
of a military government. The African Union suspends Niger's membership.

2010 March - Coup leader Col Salou Djibo promises to return Niger to democracy, but sets no date for
elections.

Military junta appoints a transitional government headed by a civilian prime minister, Mahamadou Danda.

2010 May - Food shortages affecting 7 million people, aid agencies say.

GETTY IMAGES
2010 October - New constitution designed to restore civilian rule approved in referendum.

Return to civilian rule
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2011 March - Mahamadou Issoufou wins presidential elections and is sworn in the following month.

2011 May - Former President Mamadou Tandja, who was ousted in the 2009 coup, is released from prison
after charges of misappropriating public funds are dropped.

2011 July - Five soldiers arrested for allegedly plotting to assassinate President Issoufou and take power in a
coup.

2012 February - Thousands cross into Niger to escape fighting in Mali.

2013 May - Suicide bombers stage separate attacks on a military barracks and a French-run uranium mining
site in the north. The government blames al-Qaeda-linked militants.

2013 June - Historical city of Agadez awarded World Heritage status by UNESCO.

GETTY IMAGES

2014 May - Niger and French nuclear energy group Areva agree a new deal for mining uranium, involving an
increase in royalties, which critics had said were too low.

Man sentenced following the first ever conviction for slavery in Niger.
2014 May - A man is sentenced to four years in jail in the first ever conviction for slavery in the country.
2015 February - Niger agrees to contribute to a regional force to fight Boko Haram militants.

2015 November - Opposition leader Hama Amadou is arrested on his return to the country, year after fleeing
to avoid child-trafficking charges. He is later approved as a candidate the forthcoming presidential polls.

2016 March - Mahamadou Issoufou is re-elected in a run-off election boycotted by supporters of his
opponent, Hama Amadou.

2016 June - Boko Haram militants attack the southeastern town of Bosso, killing 30 soldiers.
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2016 September - The US confirms that it is building a military base in the central city of Agadez capable of
deploying drones against militants.

2017 March - State of emergency declared in western areas bordering Mali following attacks blamed on
militants linked to the Movement for Oneness and Jihad in West Africa.

A court sentences exiled opposition leader Hama Amadou to a year in prison for child smuggling. He was not
in court and denied the charges, describing them as politically motivated.

2017 April - The military says it has killed 57 members of Boko Haram who attacked a military position near
Gueskerou, in the south-east.

2017 July - Five West African countries, including Niger, launch a new regional force to confront Islamic
militants in the Sahel region.

2017 October - Three US commandos on a joint patrol with local troops are killed in an ambush near Tongo
Tongo.

2018 January - Italy's parliament approves the deployment of up to 470 troops in Niger to combat migration
and the trafficking of people towards Europe.
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HIGHLIGHTS

* Violent activity involving militant Islamist groups in the Sahel — primarily the Macina Liberation
Front, the Islamic State in the Greater Sahara, and Ansaroul Islam —has doubled every year since 2015.

* Employing asymmetric tactics and close coordination, these militant groups have amplified local
grievances and intercommunal differences as a means of mobilizing recruitment and fostering
antigovernment sentiments in marginalized communities.

* Given the complex social dimensions of this violence, Sahelian governments should make more
concerted efforts to bolster solidarity with affected communities while asserting a more robust and
mobile security presence in contested regions.

The Sahel has experienced the most rapid increase in militant FIGURE 1. TRENDS IN MILITANT ISLAMIST
Islamist group activity of any region in Africa in recent years. [E€INOIIELNGINANIRE N NS FERIEN 502

Violent events involving extremist groups in the region have

doubled every year since 2015. In 2019, there have been more
than 700 such violent episodes (see Figure 1). Fatalities linked 6%
to these events have increased from 225 to 2,000 during the ;509
same period. This surge in violence has uprooted more than

900,000 people, including 500,000 in Burkina Faso in 2019 alone. L

400

Three groups, the Macina Liberation Front (FLM),' the Islamic
State in the Greater Sahara (ISGS),2 and Ansaroul Islam,’ are 0

responsible for roughly two-thirds of the extremist violence

2015 2016 2017 2018 2019*

in the central Sahel.* Their attacks are largely concentrated in B Anseroul Tolam Jinked fafalities ] Fataltes linked 1o othex NIM members
central Mali, northern and eastern Burkina Faso, and western I FLM-linked fatalities Il Fatalities linked to others

Niger (see Figure 2). Multiple security and development I 1SGS-linked fatalities ) Events

responses have been deployed to address this crisis. While

some progress has been realized, the continued escalation of  *Projected

extremist violence underscores that more needs to be done. Data source: Armed Conflict Location & Event Data Project (ACLED)
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FIGURE 2. VIOLENT EVENTS LINKED TO MILITANT ISLAMIST GROUPS IN THE SAHEL
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Note: Data points represent violent events involving the designated groups in 2019.

Data Source: Armed Conflict Location & Event Data Project (ACLED)

LESSONS FROM CONFRONTING FLM, ISGS, AND
ANSAROUL ISLAM

FLM, ISGS, and Ansaroul Islam are autonomous organizations
with distinguishable geographic areas, leadership, and
modalities. Nonetheless, certain common features emerge
from their operations.

Exploiting Grievances for Radicalization

Each group, particularly FLM and Ansaroul Islam, has skillfully
incorporated local grievances to create recruitment narratives
centered on perceived marginalization. Frequently, these
efforts have targeted young Fulani herders by stoking their
feelings of injustice and resentment toward the government.
While lacking deep local support, the militant groups have
used this grievance narrative to radicalize individuals.

Both FLM and Ansaroul Islam benefited from their leaders’
charisma, ideology, and personal engagement to attract
followers. FLM founder Amadou Koufa was radicalized
through travels and foreign contacts who promoted an ultra-
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conservative vision of Islam. He, in turn, played a direct role
in the radicalization of Ibrahim Malam Dicko who would go
on to found Ansaroul Islam. Both Koufa and Dicko used their
religious credentials as Fulani preachers to promulgate their
views. All three groups have used traditional media such as
radio broadcasts in conjunction with social media such as
WhatsApp, Telegram, and Facebook to spread their messages,
stoke tensions with the government, and drive recruitment.

These groups have also used grievances to foment discord
between communities, inciting violence. ISGS has exploited
anger over cattle theft to exacerbate tensions between Tuareg
nomads, seen as cattle rustlers, and the Fulani herders along
the Niger-Mali border.’ Growing animosity between the two
groups has increased insecurity in these areas. FLM, likewise,
has tapped deep-seated local grievances to exploit social
cleavages between Fulani and other local groups like the
Bambara and Dogon. These recriminations have degenerated
into ethnic clashes in central Mali.

Pauline Le Roux was a visiting Assistant Research Fellow at
the Africa Center for Strategic Studies from 2018 to 2019.
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Ibrahim Dicko pursued a similar strategy by criticizing
religious and traditional hierarchies that organized politics
and society in Burkina Faso’s Soum Province. Dicko argued
that social order in Soum disproportionately benefited
traditional chiefs and religious leaders at the expense of
the general population. When security forces searching
for militant Islamists from Mali employed heavy-handed
tactics in Soum, Dicko weaved the events into a narrative
of grievance directed at both the central government and
the presumed complicity of traditional leaders to launch
Ansaroul Islam’s violent campaign.

While these groups profit from spreading insecurity, they
have so far failed to generate significant support among local
communities. Even so, their tactics complicate the security
challenge facing the region’s governments.

Undermining the Government

As part of their effort to contest governmental authority in the
outlying areas where they operate, FLM, Ansaroul Islam, and
ISGS have targeted security forces, teachers, civil servants,
and community members who are seen as collaborating with
government representatives. The void created by diminished
government presence gives the militant groups more leverage
to assert influence in the affected communities. Over time,
a growing share of these groups’ activities have involved
violent attacks on civilians. Ansaroul Islam has stood out in
this regard, with 55 percent of the violent events attributed
to the group targeting civilians.

Intimidated communities have thus grown hesitant to
collaborate with security forces. At times, this has fostered
suspicion by security forces, particularly in Mali and Burkina
Faso, leading to collective reprisals and human rights
abuses. This has further deteriorated levels of trust between
communities and security forces.

FLM and Ansaroul Islam have actively sought to tie this cycle
back into their radicalization narratives, highlighting the
governments’ abuses and disinterest in local communities.
In contrast, ISGS does not appear to have developed a
sustained or cohesive ideologically driven narrative. Rather
than winning people over, the group has focused instead on
stretching the battlefield and exploiting country boundaries
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by employing highly mobile tactics to strike targets in Mali,
Burkina Faso, and Niger.

High Degrees of Adaptation and Coordination

Another commonality of the three groups relates to their
adaptability and coordination. The emergence of Jama’at
Nusrat al Islam wal Muslimeen (JNIM) in 2017, a coalition
of militant Islamist groups in the Sahel region, reflects a
complex organizational structure that serves multiple
purposes. While not an operational entity itself, JNIM
facilitates communications and coordination among the
affiliated groups, mitigating infighting. This is evidenced
by the geographic concentration of activity by its member
groups (see Figure 2). Like other umbrella associations,
JNIM also shields its individual members from unwanted
attention. For example, while FLM is the leading militant
actor in central Malj, its strategic alliance through JNIM
obscures the extent of FLM's activities and allows it to
maintain a relatively low international profile avoiding
greater foreign attention.

While not officially part of the coalition, ISGS maintains
close ties with JNIM members, facilitating the coordination
of their respective activities. The ability and willingness of
ISGS to coordinate with JNIM enables them to deconflict their
activities while expanding the areas in which the militants
operate. The coordination also demonstrates that despite
formally splitting from the al Qaeda network in 2015, ISGS
continues to operate like an al Qaeda affiliate even though it
retains a nominal alliance with ISIS.

Ansaroul Islam underwent a leadership transition following
the death of Dicko in 2017 that resulted in a surge of
claimed attacks during 2018. The number of violent events
attributed to Ansaroul Islam has subsequently diminished
dramatically. As Ansaroul Islam’s reported activities have
declined, however, attacks linked to JNIM have increased
in northern Burkina Faso, suggesting that many Ansaroul
Islam fighters may have joined the ranks of the coalition or
simply turned to criminality. Thus, while the degradation
of Ansaroul Islam’s capabilities points to the effects of
sustained military pressure, the adaptability of militant
Islamist groups in the region continues to thwart efforts
to defeat them.
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PROMISING INITIATIVES UNDERWAY IN THE
REGION

Despite the many challenges faced, security forces,
government officials, NGOs, and local communities have
undertaken a number of promising initiatives to combat the
threat posed by FLM, ISGS, and Ansaroul Islam.

Security Responses

The governments of Mali, Burkina Faso, and Niger have
mobilized their security structures in an effort to respond
to the rise in militant Islamist group violence. The budgets
dedicated to the armed forces in the three affected countries
have doubled since 2013 - from 5.4 percent of government
spending, on average, to 10.6 percent (see Figure 3). This
equates to an increase of nearly $600 million in military
expenditures for these three countries.

The increase in security expenditures has been coupled with
bolstered troop levels. Burkina Faso’s Minister of Defense
announced a 50-percent increase in the number of annual
recruits in August 2019. As part of an overhaul of its security
sector, the Malian armed forces and gendarmerie have sought
to add 5,000 and 1,500 new recruits (increases of around 30
percent and 18 percent), respectively. Nigerien troop levels
have remained at around 10,000 soldiers in recent years, but
increases in military spending have augmented troop salaries
and equipment procurements.

In 2017, the Malian armed forces launched Operation Dambé
deploying 4,000 soldiers to 8 zones covering northern and
central Mali in an effort to counter the activities of violent
extremist groups. The mission, updated in 2019, is to establish
a population-centric posture in Mali and along the border
with Burkina Faso and Niger. These efforts are complemented
by mobile units deployed to disrupt militant Islamist group
activities through increased patrols. While threats posed
by FLM in central Mali continue, the increased presence of
security forces has undoubtedly curbed the extremist group’s
influence in key population centers in the region.

The Burkinabe armed forces launched Operation Otapuanu
in March 2019 to counter the jihadist insurgency in the eastern
part of the country and Operation Ndofou in May 2019 for
the Nord, Centre-Nord, and Sahel Regions. The Burkinabe
government also declared a state of emergency in December
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FIGURE 3. TRENDS IN MILITARY
EXPENDITURES IN THE SAHEL
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2018 covering 14 of the country’s 45 provinces. Operation
Otapuanu has enjoyed some success by limiting ISGS's ability
to traverse the territory easily. On the other hand, Operation
Ndofou has struggled to reinstate security in the north where
militants are familiar with the environment and easily cross
the border into Mali taking advantage of the terrain.

InNiger, the military has led several joint special forces
operations with the French-led Operation Barkhane targeting
the leaders of militant Islamist groups. Niger has repeatedly
placed the 10 departments bordering Mali and Burkina Faso
under a state of emergency. In April 2019, Niger provided
air support and increased the troops committed to active
military operations in the western regions of the country —
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Dongo, Saki 2, and the joint Dongo-Barkhane missions. Saki 2
targets armed bandits, Dongo provides increased protection
for communities, and Dongo’s joint operations with
Barkhane aim to dismantle violent extremist organizations
by going after high value targets. (Similar joint operations
with Barkhane are periodically conducted by Malian and
Burkinabe armed forces.)

Significant regional security efforts have also aimed to improve
the armed forces’ capacity with increased access to resources,
training, and equipment.” This takes place through the (G5
Sahel Joint Force (aimed at enhancing cooperation in the
shared border areas), the/European Union training missions
in Mali and Niger, the(United Nations Multidimensional
Integrated Stabilization Mission in Mali (MINUSMA),
and other capacity building programs. From 2015 to 2019,
Operation Barkhane neutralized over 600 terrorists. Similarly,
Barkhane’s ability to quickly deploy and reinforce regional
forces enhances their counterterrorism capabilities.

While these deployments have demonstrated noteworthy
progress, the threat posed by militant Islamist groups
remains a serious concern. Furthermore, the groups have
adapted their tactics by laying improvised explosive devices
(IEDs) as well as ambushing security forces after monitoring
their patrol routes.

Bolstering Social Cohesion

A parallel security challenge posed by FLM, ISGS, and
Ansaroul Islam, is their threat to social cohesion. These groups
have purposively tried to exploit social cleavages to foment
instability. This has resulted in an increase in intercommunal
violence. In Burkina Faso, this threatens the social solidarity
that has historically provided stability between the diverse
communities in the north. Efforts to promote peacebuilding
and social cohesion, accordingly, are vital.

Some small but effective initiatives in Burkina Faso have aimed
to mitigate these threats by bolstering social ties. In cooperation
with local community leaders, the United States Institute of
Peace (USIP) in 2015 initiated the Justice and Security Dialogue
in Saaba, Kadiogo Province, to explore ways to improve the
security environment. This dialogue included members of
the Koglweogo (a self-defense militia of mostly Mossi men),
women, community organizers, youth representatives, and

Africa Security Brief No. 36

local politicians. Through this dialogue the community
engaged in an extended exchange with Burkinabe police and
gendarmerie. The dialogue has contributed to a reduction
in intercommunal tensions while rebuilding trust between
security forces and community members.

Other initiatives have sought to provide a platform for
the concerns of vulnerable populations in the region.
Two parastatal organizations, the Haute autorité pour la
consolidation de la paix (HACP) in Niger and the Centre
de suivi et d'analyses citoyens des politiques publiques
(CDCAP) in Burkina Faso play important roles in engaging
Sahelian youth and communities that are more susceptible
to the messages of militant Islamist groups. In Niger’s
Tillabéri Region, HACP organizes community dialogues
to take stock of ongoing projects and address shortcomings.
When such exchanges are organized routinely, they enable
communities to express their concerns and ensure that they
are accounted for in the drafting of public policy.” Similarly,
in Burkina Faso, the CDCAP created a civil society network,
gathering contributions from the populations of outlying
regions through community consulting groups (“cadres
de concertation communaux”) to convey their views to
Burkinabe authorities.” Local representative bodies such
as these present an invaluable opportunity to connect
traditional authorities and young people.

The activities of HACP and CDCAP indicate that expanding
community engagement can reduce perceived grievances
and resentment toward the government. Similar activities
may prove to be useful in central Mali as the government
and local groups seek to restore security and amplify local
representation. Doing so may help further cut the limited
support for violent extremist organizations.

Actors who participate in government-linked initiatives,
however, have very often become high value targets for
militant groups. Each group, FLM, ISGS, and Ansaroul
Islam, has targeted community leaders in assassinations
and terrorized communities by killing those suspected of
government collaboration. This was the case in a similar
initiative in the Tillabéri Region of Niger, where ISGS targeted
senior Tuareg leaders in an attempt to crush ongoing efforts
to enhance intercommunal dialogue. For any community-
based peacebuilding initiatives to be successful, therefore,
community leaders need to be protected.
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Extending the Reach of Government

A reality in the Sahel is the challenge for governments to
maintain a presence across their expansive territories in a
highly resource-constrained environment. Any governance
and security strategy for Mali,(Niger, and Burkina Faso,
accordingly, will require forming networks with a variety
of nonstate actors such as traditional leaders, community-
based groups, and NGOs.” An example of this is in the
justice sector. In Burkina Faso, the Mouvement Burkinabe
des droits de 'homme et des peuples (MBDHP) receives
complaints, initiates legal actions, and accompanies clients
with pro bono lawyers for those who have suffered from
conflict. This important work helps to provide some legal
recourse for communities affected by insecurity. Elsewhere
in Africa, alternative dispute resolution mechanisms that
support overstretched judiciary institutions have been
seen to increase perceptions of justice and, consequently,
increase stability."

NGOs can also play a central role in(training security forces
to better observe human rights and address potential abuses.
In Burkina Faso, local civil society organizations such as the
Centre d'information et de formation en matiére de droits
humains en Afrique (CIFDHA) and the MBDHP provide
trainings on human rights and cultural awareness to the
police and gendarmerie as do international organizations
such as the International Committee of the Red Cross.
Currently, these trainings need to be scaled up and adapted
for all security forces prior to their deployment in violence-
affected zones.

The education sector presents another arena in which
collaboration between government, NGOs, and local
communities has shown results. In the central Sahel, most
public schools lack funding and are often unable to enroll
all children, especially those following a nomadic way of
life. Consequently, children in pastoralist communities
have historically attended Quranic schools. These students
are disadvantaged because they have not been through a
formal education system making them less employable and
potentially more prone to radicalization." Ouagadougou-
based NGO, I’Association IQRA, works in collaboration
with foreign donors and religious leaders to create and
disseminate a common curriculum for Quranic schools.
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RECOMMENDATIONS

Despite some significant steps to counter FLM, ISGS, and
Ansaroul Islam, much more remains to be done. Given the
multifaceted strategies deployed by these groups, a diverse
set of responses will be necessary to defeat them.

Sustain a security presence in marginalized areas. Mali,
Niger, and Burkina Faso have taken some encouraging steps
to counter FLM, ISGS, and Ansaroul Islam through military
operations Dambé, Dongo, Otapuanu, Ndofou, and Saki
2. These operations need continued support if they are to
degrade militant Islamist group capabilities. Supplementing
these operations with quick reaction forces by enhancing
the mobility of select units to reinforce positions and
target militant Islamist groups as intelligence comes in
will be crucial to defeating them. The 2019 revised concept
of operations in Mali reflects the need to shift strategies
towards highly mobile offensives and quick reaction
reinforcements to combat these groups’ asymmetric tactics.

This is particularly the case in the fight against ISGS which
uses its own rapid mobility as a tactical advantage over the
armed forces of Niger, Burkina Faso, and Mali. Increasing the
mobility of select units will also bolster the defensive posture of
troops stationed at strategic bases and aid in the disruption of
the JNIM coalition’s abilities to coordinate among one another.

For troops already deployed to protect communities in
the zones covered by these operations, greater effort is
needed to integrate community leaders and representatives
in security planning. Establishing liaison teams between
communities and battalions could create a point of contact
between the different parties helping to ensure that lines of
communication are clear and open. Improving coordination
in this manner would bolster the ability of troops to respond
to communities” security needs.

A key element of sustaining an expanded security presence
in marginalized areas is providing better protection for
community leaders and members who engage with
government representatives and security forces so they do
not fear the retaliation of violent extremists. Consequently,
security forces need to assure communities that they will be
protected. This is particularly important in countering FLM,
which is embedded in many communities of central Mali.
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Improve security in the border regions. The vast and poorly
patrolled border regions of Sahelian countries provide refuge
to militant Islamists. They also provide exploitable revenue
streams for these groups by connecting them to(weapons,
drugs, and human trafficking networks as well as offering
up an expansive territory upon which to establish/protection
schemes over communities.”” ISGS, in particular, has benefited
tactically from this situation and increased its access to
equipment, funding, and communications while strengthening
ties with other extremist organizations active in the Sahel.

The G5 Sahel Joint Force is uniquely placed to help in the
border regions as well as provide a platform to coordinate
and reinforce regional security collaboration. The G5 Sahel
and the national armed forces of Mali, Niger, and Burkina
Faso should consider developing rapid deployment forces or
other nontraditional units capable of responding to threats
that emanate from expansive land areas and across country
borders. Governments will need to consider restructuring
their armed forces to better meet the challenges presented
by asymmetric warfare and highly mobile adversaries."
This will require improved cross-border coordination and
collaboration, including intelligence sharing.

Bolster government engagement with local communities.
A consistent lesson from NGOs in Niger and Burkina Faso
is that engaged governmental presence in local communities
can allow governments to regain support from communities
where their authority has been challenged by militant
Islamist groups. This means that in Mali and Burkina Faso,
improving relations between civilians and security forces
must be a priority, and in Niger these relations should be
deepened. Supporting a(more professional armed forces
directly contributes to the success of military operations on
the ground and the trust that local communities place in the
defense and security forces."

By responding to FLM, ISGS, and Ansaroul Islam in ways
that have sometimes violated human rights and abused
local populations, Malian, Burkinabe —and to a lesser extent,
Nigerien —armed forces may have pushed some vulnerable
individuals to join these groups for protection or revenge.
To prevent the reiteration of such damaging actions, it is
critical that security responses be implemented in ways
where armed forces show the highest level of professionalism
and where civilian authorities ensure a constant and close
oversight of the security forces” engagement. Similarly, for

Africa Security Brief No. 36

any peacebuilding initiative to be effective, security forces
must be trusted to ensure the safety of actors involved in
peace and intercommunal talks.

Improve the capacity of authorities to deliver justice.
Reinforcing the perception that justice is possible will help
to restore trust between communities and their governments.
Effective and equitable application of justice signals to citizens
that violent extremist groups will face repercussions for the
instability that they have caused in society. Justice also entails
accountability for corrupt government officials and security
actors who commit human rights abuses (even if in the name
of combatting terrorism).

Very few of the massacres committed in central Sahel have
been thoroughly investigated. Even fewer perpetrators have
been brought to justice. In different ways, FLM, ISGS, and
Ansaroul Islam have leveraged this narrative to convince some
individuals that the best solution is to exact justice on their
own terms. Strengthening the investigative capacities of the
judiciary and security forces in Mali, Burkina Faso, and Niger
is therefore crucial. Injustice and the state’s alleged lack of
impartiality are essential aspects of the narratives promoting
violent extremism. Delivering justice through proper sentences
and legal decisions will reduce support for militant groups.

Creating a gendarmerie prévotale (military judicial police) or
equivalent service would establish the authority for enforcing
judicial processes within the armed forces deployed in
conflict-affected zones. The gendarmerie and police should
be equipped with the necessary staff and resources to address
complaints of human rights violations. Performing these
functions will strengthen institutional legitimacy and provide
evidence of governments’ commitment to rule of law. Specified
troops might be designated “human rights referents,” prior to
and during any operation. Such a designation would provide
those troops with the responsibility of ensuring that the
provisions of armed conflict and international humanitarian
law are observed.

Members of the gendarmerie prévotale should also be
responsible for gathering evidence and pursuing the
investigation of suspects, including those arrested on
terrorism charges by the armed forces. This would help
guarantee that suspected individuals face/due process and,
if necessary, (proper sentencing and thus limit the chance
that terrorists go free due to lack of incriminating evidence.
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Counter radical narratives that exacerbate social tensions.
FLM, ISGS, and Ansaroul Islam have used various media
platforms to promote a radical discourse and to spread an
extremist interpretation of Islam that advocates for violence.
Amadou Koufa is believed to have been radicalized by
the Pakistani Dawa sect, a group which funded mosques
and madrasas in Mali during the 2000s and adheres to an
anachronistic-vision of Islam.

To tackle the ideological component of militant Islamists’
approach, therefore, will require working with religious
leaders to establish and implement guidelines regulating
the funding of religious education and activities. This
should be complemented by efforts to amplify voices of
nonviolence, which have long been the norm in the Sahel.

(Tracking external funding and, where necessary, banning

funding that supports groups, schools, or religious institutes
that promote violence would help prevent the diffusion
of extremist narratives. Such actions would help convey
messages of peaceful coexistence within and across religious
communities and prevent disaffected members of society
from feeling that violence is their best means of expression.

NOTES

1 Pauline Le Roux, “Confronting Central Mali’s Extremist Threat,”
Spotlight, Africa Center for Strategic Studies, February 22, 2019.

2 Pauline Le Roux, “Exploiting Borders in the Sahel: The Islamic State
in the Greater Sahara,” Spotlight, Africa Center for Strategic Studies,
June 10, 2019.

3 Pauline Le Roux, “Ansaroul Islam: The Rise and Decline of a Militant
Islamist Group in the Sahel,” Spotlight, Africa Center for Strategic
Studies, July 29, 2019.
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AVOID DEHYDRATION

Maintaining hydration is critical in Niger;
this may be difficult if there is severe
vomiting or diarrhea. Frequent small sips
are usually sufficient to prevent the need
for IV rehydration.

-Mild cases can use water or diluted fruit
juices— do not use gatorade.
-Those with >10 bowel movements/day,
or evidence of dehydration such as light-
headedness or fainting, must replace
fluids and electrolytes and notify the
health unit.

Glass 1
-orange, apple or other fruit juice (8 oz or
250 mL or % liter)
-honey or corn syrup (% tsp or 2.5 mL)
-table salt (1 pinch)

Glass 2
-water (bottled or boiled tap) (8 oz or
250mL or % liter)
-baking soda (sodium bicarb) (1 pinch)

-Alternate drinking from each
glass. (May supplement with
bottled water or carbonated bev-
erages.)

Additionally, a local equivalent to Pedia-
lyte (Adiaril) is sold in all pharmacies.

Malaria Pills

Mefloquine (Lariam)- 1 tab weekly, start
2 weeks before malaria area continue 4
weeks after return.

Doxycycline- 1 cap daily start 1 day be-
fore malaria area continue daily for 4

weeks after return.

Atovaquone/Proguanil (Malarone)- 1
tablet daily start 2 days before ma-

laria area continue daily for 7 days after
return .

After Hours emergencies:
Call: 99 49 90 05
Local ambulance SAMU Dial 15

Hours of Operation

8 a.m. — Noon Monday through Friday
1 p.m.—5 pm Monday through Thursday
HU is CLOSED 12 noon until 1 p.m.

For your safety we do not do house calls.
Your medical record and all of our
diagnostic tools are in the Health Unit.

MOH & Contractor Resource:

Magori Polyclinic: +(227) 20-74-12-91

Important Notice

The Embassy Health Unit is not
equipped as an emergency room or
trauma center. Primary Care is our spe-
cialty. If you develop a serious iliness or
injury you will be evacuated. Medical evac-
uation insurance is a requirement at this
post. Check with your agency regarding
medical evacuation authorization, payment,
and procedures. Please make sure your
clearance is up to date and your passport ,
immunizations, and medical documents are
available. Dealing with these issues during
an emergency can seriously compromise
your care.

Phone: 20 72 26 61 Ext 4116 or 88-70-14-14
E-mail: Niqmeyi\ggsmff@s’rqte.gov

TDY Health Information
Embassy Niamey

Don’t let your mission get sabotaged
by malaria or food-borne illness

Mosquitoes transmit malaria, dengue, yellow fever,
chikungunya, West Nile Virus, and potentially other

diseases including Zika.

POST ONE: (+227) 99-49-90-33

Health Unit Appointments: Ext 4116 or 88-70-14-14

E-mail: NiameyMEDStaff@state.gov


http://med.m.state.sbu/iso/_layouts/WordViewer.aspx?id=/iso/Department%20Folders/Travel%20Medicine/3740%20Pt.%20Education%20-%20MED%20Handouts/3740.01%20Mefloquine%20Handout.docx&Source=http%3A%2F%2Fmed%2Em%2Estate%2Esbu%2Fiso%2FDepartment%2520Folders%2FForms
http://med.m.state.sbu/iso/_layouts/WordViewer.aspx?id=/iso/Department%20Folders/Travel%20Medicine/3740%20Pt.%20Education%20-%20MED%20Handouts/3740.05%20Doxycycline%20Handout.docx&Source=http%3A%2F%2Fmed%2Em%2Estate%2Esbu%2Fiso%2FDepartment%2520Folders%2FForm
http://med.m.state.sbu/iso/_layouts/WordViewer.aspx?id=/iso/Department%20Folders/Travel%20Medicine/3740%20Pt.%20Education%20-%20MED%20Handouts/3740.03%20Atovaquone-proguanil%20Handout.docx&Source=http%3A%2F%2Fmed%2Em%2Estate%2Esbu%2Fiso%2FDepartment%2520Folde

Stay Well in Niger While on TDY

Hiness Can Compromise Your Mission

Malaria

The malaria parasite is trans-
mitted by mosquitoes and it is the most serious
common parasitic infection acquired by travelers.
Malaria prevention is based upon avoiding mos-
quito bites and using antimalarial medication. Ma-
laria can have serious and unpredictable complica-
tions including ruptured spleen, hemorrhage, and
death in the time it takes to be evacuated to a
higher level of care.

Remember, mosquitoes also transmit dengue,
yellow fever, chikungunya, West Nile Virus and
potentially Zika. Other biting insects such as ticks
and flies also transmit diseases, so repellents and
other personal protective measures protect you
from far more than just malaria.

Prevent insect bites by:

1. Wearing long sleeves and long pants
during the time of highest risk for mos-
quito bites (dusk to dawn) and pretreat
pants, jackets, etc with permethrin to
repel and kill all insects;

2. Use of repellant with 20-30% DEET (i.e.
Deep Woods Off, Cutter, Ultrathon, etc) or
Picardin 20%;

3. Spray inside room (especially under
beds, in closets and bathrooms) with bug
spray upon arrival and once a day if you
see any insects in your room;

4. Use mosquito netting.

Numerous effective medications are available to
prevent malaria but none of the prophylactic regi-
mens is 100% effective. You should seek medical
attention for unexplained fever occurring during
your trip or after your return (1 year). Keep in
mind, counterfeit antimalarials are common and in
some areas >80% of local malaria drugs in Niamey
are bogus.

Diarrhea Prevention
“Boil it, peel it, cook it, or forget it!!”

Despite conventional wisdom about bad water,
most diarrhea while traveling is from food.

Lots of ilinesses come from the traveler not wash-
ing their hands before eating.

Recommendations
Safer Foods:

Well-cooked meat, fish, rice, and vegetables (eat
while hot i.e. >160°F)

Fresh baked goods-breads, rolls, unfilled pastries
only if handled properly

Raw fruit, vegetables, and nuts with the skins and
shells can be made safer by peeling yourself or soak-
ing in solution of % tsp chlorine bleach/liter of water
for 15 minutes then air dry on a clean surface.

Safer Beverages:

Bottled/canned beverages - soft drinks, juices, beer,
wine, mineral water (break the seal yourself) and
wipe the bottle off with a napkin for glass soda
bottles. Tea and coffee (if made from water that has
been boiling ).

Local water purified by you or that you know has
been adequately chlorinated or iodinated

Potentially Risky Foods:

Salads—Ilettuce, spinach, or fruit (ok at Embassy)
Raw fruits and vegetables improperly cleaned
Dairy products from unpasteurized milk

Raw, undercooked meat—including fish, shellfish

Street vendor food—poorly cooked, poor hand sani-
tization, perfect temperature for bacterial growth.

Food at room temperature—Buffets, Steam tables,
salsas and garnishes, rice dishes, cold meal platters,
custards, filled pastries.187

Potentially Risky Beverages:
Tap water

Ice cubes made with tap water (ok at Embassy-
distilled water source)

Drinks in a glass (glass washed in dirty water)
Unpasteurized milk products

Warm drinks (coffee, tea) if water is not boiled
Tooth Brushing:

Some controversy here, to be absolutely safe use
only bottled water for brushing and washing out
toothbrush. The reality is that most hotel tap water
is clean enough for rinsing a toothbrush and your
mouth, just ensure spitting and not swallowing,
dousing your mouth and toothbrush with mouth-
wash (like Listerine) will also kill microbial contami-
nants.

Preventive Medication:

We do not recommend prophylactic antibiotics (i.e.
to prevent diarrhea), early treatment with a short-
course of antibiotics is preferred.

Those who want prophylactic meds may take Pepto-
Bismol 2 tabs every 6 hours, although not an antibi-
otic it does prevent some diarrheal infections. It will
turn your stool a dark color and cause slight consti-
pation.

Additional Preventive Measures

Accident Prevention: Buckle up and pay attention to
transportation used (i.e. rental vehicles, bikes, car
seats for children/and or infants, helmets)

Swimming: avoid swimming alone and avoid con-
tact with rivers and ponds; avoid walking barefoot
due to parasites that can penetrate your feet. Avoid
swimming or wading in freshwater lakes or streams
to prevent exposure to schistosomiasis .

Approved bottled water: (Only the following
brands)

Belvie, Cristalline, Evian and Contrex.
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12/28/2019 Ambassador Tulinabo S. Mushingi | U.S. Embassy in Senegal

U.S. Embassy in Senegal

Ambassador Tulinabo S. Mushingi
Tulinabo S. Mushingi, Ph.D., was nominated by President Trump on February 28, 2017 and confirmed by

the U.S. Senate on May 18, 2017 to serve as Ambassador to Senegal and Guinea-Bissau. Prior to this
appointment, Dr. Mushingi served as Ambassador to Burkina Faso from 2013-2016. Ambassador
Mushingi served as Deputy Executive Secretary in the Executive Secretariat and Executive Director of the
Executive Office of the Secretary of State from 2011 to 2013. He served as Deputy Chief of Mission at the
U.S. Embassy in Ethiopia from 2009 to 2011.

Ambassador Mushingi also served in Kuala Lumpur, Malaysia; Maputo, Mozambique; Casablanca,
Morocco; Dar es Salam, Tanzania; the Bureau of Intelligence and Research; the Bureau of International
Organization Affairs and the Bureau of Human Resources. He is the recipient of numerous awards for
outstanding leadership.

At the Foreign Service Institute from 1989 to 1991, Dr. Mushingi co-supervised one of the largest FSI
language sections. He worked for the U.S. Peace Corps in Papua New Guinea, DR Congo, Niger, and the

Central African Republic, was a visiting lecturer at Dartmouth College and taught at Howard University.

Ambassador Mushingi received a Ph.D. from Georgetown University and a M.A. from Howard University.

This is the official website of the U.S. Embassy in Senegal. External links to other Internet sites should not be construed as an endorsement of
the views or privacy policies contained therein.
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1/17/2020 U.S. Relations With Senegal - United States Department of State

* Kk K

More information about Senegal is available on the Senegal Page and from other

Department of State publications and other sources listed at the end of this fact sheet.

U.S.-SENEGAL RELATIONS

The United States established diplomatic relations with Senegal in 1960, following its
independence from France and the dissolution of the Mali Federation. Senegal has had four
presidents in its history, with power transferred peacefully between each administration. The

country's fourth and current president, Macky Sall, was elected in 2012.

Senegal is an important partner of the United States in promoting peace and security in Africa.
The country shares many fundamental values and international goals with the United States, and
it has set an example of democratic rule as well as ethnic and religious tolerance. Senegal is also
a major contributor to regional peacekeeping operations. The main challenge Senegal faces is
accelerating economic growth in order to create more opportunity for young people, who are the
majority of the population.
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1/17/2020 U.S. Relations With Senegal - United States Department of State

U.S. Assistance to Senegal

U.S. assistance to Senegal seeks to increase agricultural productivity, improve health care,
expand infrastructure, reform and modernize the energy sector, and strengthen basic education.
Bilateral military cooperation bolsters the professionalism and capacity of the Senegalese Armed

Forces.

Bilateral Economic Relations

The top three U.S. exports to Senegal are motor vehicles, agricultural products (primarily cereals),
and petroleum products. Senegal is eligible for trade preferences under the African Growth and
Opportunity Act. In 2017, Senegal’s top exports to the United States are agricultural products,
minerals, and synthetic hair. The two countries have signed a bilateral investment treaty. The
United States also has a trade and investment framework agreement with the Economic

Community of West African States, of which Senegal is a member.

Public Diplomacy Environment

Overall, the Senegalese public has a positive view of the United States and of Americans,
although favorable perceptions have decreased in recent years. Senegalese media operate freely
and many international press outlets have offices here. U.S. public diplomacy resources promote
and strengthen a positive view of the United States and U.S. foreign policy, highlight awareness
of U.S. assistance to Senegal, and empower marginalized groups, particularly youth and women.
The nearly 1,000 Senegalese alumni of USG exchange programs include ministers, governors, top

academics, and business leaders.

Senegal’'s Membership in International Organizations

Senegal and the United States belong to a number of the same international organizations,
including the United Nations, International Monetary Fund, World Bank, and World Trade

Organization.

Bilateral Representation

The U.S. Ambassador to Senegal is Tulinabo Salama Mushingi; other principal embassy officials

are listed in the Department’s Key Officers List.
194

https://www.state.gov/u-s-relations-with-senegal/ 2/5
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Senegal maintains an embassy in the United States at 2215 M St NW, Washington, DC (tel. (202)
234-0540).

More information about Senegal is available from the Department of State and other sources,

some of which are listed here:

CIA World Factbook Senegal Page

U.S. Embassy

USAID Senegal Page

History of U.S. Relations With Senegal

Office of the U.S. Trade Representative Country Page

U.S. Census Bureau Foreign Trade Statistics

Export.gov International Offices Page

Millennium Challenge Corporation: Senegal

Travel Information

TAGS

Bureau of African Affairs Senegal

* K Kk

Related Articles

JANUARY 14, 2020

195

https://www.state.gov/u-s-relations-with-senegal/ 3/5


https://www.cia.gov/library/publications/the-world-factbook/geos/sg.html
https://sn.usembassy.gov/
http://www.usaid.gov/senegal/
https://history.state.gov/countries/senegal
https://ustr.gov/countries-regions/africa/west-africa/senegal
http://www.census.gov/foreign-trade/balance/index.html
http://export.gov/worldwide_us/index.asp
https://www.mcc.gov/where-we-work/country/senegal
https://travel.state.gov/content/travel/en.html
https://www.state.gov/bureaus-offices/under-secretary-for-political-affairs/bureau-of-african-affairs/
https://www.state.gov/countries-areas/senegal/
https://www.state.gov/under-secretary-hales-meeting-with-sudanese-foreign-minister-asma-abdalla/

This page intentionally blank

196



Country Report

Senegal

Generated on January 22nd 2020

Economist Intelligence Unit
20 Cabot Square

London E14 4QW

United Kingdom

197



The Economist Intelligence Unit
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Briefing sheet

Editor: Vipra Bhutani
Forecast Closing Date: December 19, 2019

Political and economic outlook

o Political stability is likely to be maintained by Senegal's strong democratic institutions in 2020-
24, but risks are on the downside, given tensions over high poverty rates, official corruption, a
weak judicial system and the presence of terrorist groups in the region.

o The fiscal deficit will narrow from an estimated 3.9% of GDP in 2019 to 2.7% of GDP in 2021, and
widen slightly to 2.8% of GDP in 2022 owing to election-related spending. The shortfall will
then narrow steeply, to 0.7% of GDP in 2024, as oil receipts grow strongly.

o Real GDP growth will remain robust, at an average of 7% a year in 2020-21, supported by
infrastructure investment and rising industrial and agricultural output. In 2022-24 the rate of
growth will accelerate to an annual average of 10% as oil production starts.

o Deflation estimated at 0.2% in 2019 will give way to inflation of 0.1% in 2020, as falling oil prices
are offset by rising food prices. In 2022-24 The Economist Intelligence Unit expects inflation to
pick up as robust economic activity increases demand-side pressures.

e The current-account deficit will stay large, averaging 8.2% in 2020-21, owing to high capital
imports related to the development of the oil industry, before narrowing rapidly, to 4.3% of GDP
in 2024, as oil exports start towards the end of our 2020-24 forecast period.

Key indicators
20198 2020P 2021 2022° 2023P 2024P

Real GDP growth (%) 6.6 6.4 7.6 9.8 10.2 10.1
Consumer price inflation (av; %) -0.2 0.1 1.0 2.3 2.8 3.0
Government balance (% of GDP) -3.9 -2.9 -2.7 -2.8 -1.1 -0.7
Current-account balance (% of GDP) -8.7 -8.4 -8.0 -7.7 -4.9 -4.3
Money market rate (av; %) 2.5 2.5 2.5 3.0 3.2 3.3
Exchange rate CFAfr:US$ (av) 585.5 583.1 566.7 5444  530.1 529.0

a Economist Intelligence Unit estimates. P Economist Intelligence Unit forecasts.

Country Report 1st Quarter 2020 WwWw.eiu.com © Economist Intelligence Unit Limited 2020
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Key changes since September 27th

e Owing to high levels of deflation in July-September, according to IMF data, we have revised
down our inflation estimate for 2019 and now expect annual average deflation of 0.2% in the
year (from inflation of 0.3% previously).

e \We now expect oil production to begin in 2023 (instead of 2022 previously) owing to a delay in
exploration of the two deposits of the offshore Sangomar oil block.

¢ In line with the delay in oil production, we have revised down our export revenue projections
for 2022. This has led to a wider current-account deficit, at 7.7% of GDP in the year, from 5% of
GDP previously.

The quarter ahead

e March—Monetary policy committee (MPC) meeting: \We expect the MPC of the Banque
Centrale des Etats de I'Afrique de 1'Ouest (BCEAO, the regional central bank) to keep its policy
rate on hold at 2.5%, reflecting the accommodative monetary policy stance of the European
Central Bank (ECB). The BCEAO is influenced by the ECB, owing to the CFA franc's peg to
the euro.

Major risks to our forecast

Scenarios, Q4 2019 Probability Impact Intensity
Senegal is targeted by Islamist terrorist groups Very High Moderate 15
Adverse weather conditions cause a sharp slowdown in economic High Moderate 12
growth

Foreign investment inflows in the oil industry fail to materialise Moderate High 12
Operations are adversely affected by a shortage of skilled labour Moderate High 12
Power cuts are an impediment to private-sector development Moderate High 12

Note: Scenarios and scores are taken from our Risk Briefing product. Risk scenarios are potential
developments that might substantially change the business operating environment over the coming two

years. Risk intensity is a product of probability and impact, on a 25-point scale.
Source: The Economist Intelligence Unit.
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Outlook for 2020-24
Political stability

We expect the political landscape to remain broadly stable during the forecast period, supported
by well-entrenched democratic institutions. However, popular frustration is on the rise, as the
government has been slow to deliver on promises made to improve the wellbeing of lower-income
Senegalese and as income inequality is rising. Perceived official corruption is also high, and
tensions have heightened in the country, which led to protests in mid-2019 in the capital, Dakar.
Notwithstanding these complications, the administration retains a respectable level of popular
support, partly because of strong infrastructure improvements in recent years. Any protests that
do occur will be sporadic and low-level, as the president, Macky Sall, retains significant support,
especially in rural areas.

Mr Sall was re-elected for a second presidential term in February 2019 and retained significant
backing in Dakar. The rate of participation in the election was high, and Mr Sall's outright victory
will give him the opportunity to pursue his infrastructure plans, pro-market reforms and a liberal
economic policy agenda. However, the result has also emboldened Mr Sall to push ahead with
more controversial political plans that will widen rifts with the formal opposition. For example, the
executive signed a decree abolishing the post of the prime minister in May 2019, which will
inevitably result in a concentration of power with the president. Mr Sall and his government also
face the challenge of restoring public trust in the judiciary, owing to accusations that they used
the justice system to exclude rivals before the presidential election. Moreover, in August the
government postponed to 2020 local elections scheduled for December. Elections for local
councils can substantially influence the national political outlook. This sparked anger among
opposition parties, and we believe that there is a risk of weakening of political pluralism in
Senegal. However, with the public demonstrably behind Mr Sall, budding risks to the strength of
Senegal’'s democracy do not translate clearly into a threat to overall stability.

Senegal has so far been sheltered from the spread of regional Islamist militancy in West Africa,
but the threat from terrorism remains high, as security conditions in the Sahel have been
worsening, and the risk of violence spreading to neighbouring countries has increased. A jihadi
group, al-Qaida in the Islamic Maghreb, has put the country on its target list because of the
government's close ties to France. Domestically, tensions related to the 30-year insurgency by
separatist rebels from the Casamance region will persist, but will not pose a major political or
security risk as Mr Sall's willingness to negotiate with rebels and promote the region's economy is
achieving some success in encouraging reconciliation.

Election watch

The presidential election took place in February 2019. Mr Sall secured an outright victory in the
first round, with 58.3% of the votes. The election was marked by high voter turnout (66.2%) and
declared free and fair by international observers. The Benno Bokk Yakaar coalition, which
includes the president's Alliance pour la république, won a parliamentary majority in the legislative
election held in mid-2017. It holds 125 of the 150 seats in the National Assembly. The next
legislative election is scheduled for 2022, and we expect the ruling coalition to remain in office, as
economic growth will be robust until then.

Local elections, originally scheduled for December, have been postponed by the government to
2020. This was the second postponement of the local polls and sparked anger among the
opposition, particularly the Parti démocratique sénégalais. We expect the ruling party to secure a
majority in these elections as well.
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International relations

With the threat of extremism persisting, the Senegalese government will strengthen military co-
ordination with its regional partners. In October the leaders of the Economic Community of West
African States (ECOWAS) met in Dakar to review the security situation of the region, which is
dire. For the same reason, ties with France will remain close. Senegal is also co-operating with the
US through a defence agreement.

On the economic front, the authorities will continue to strengthen relations with China, which has
become a key source of foreign direct investment (FDI) and is now Senegal's second-largest
trading partner behind France. We also expect Senegal to continue its efforts to build stronger
relations with the Arab Gulf states as it seeks to forge new economic partnerships and attract
foreign capital. Senegal's co-operation with its neighbour The Gambia will continue to deepen
following the first democratic transfer of power in that country, which should result in increased
trade and economic activity in both countries.

Policy trends

Policy will be guided by the government's development plan for the country (the Plan Sénégal
Emergent (PSE), adopted in 2014 and implemented in two phases: 2014-18 and 2019-23). The PSE
includes structural reforms to support private investment and increase economic diversification.
Over the past year, progress on foreign-funded infrastructure projects—particularly on power-
plant upgrades and on major transport projects for an industrial hub near Dakar—has accelerated.
Phase two of the PSE will focus on improving productivity, enhancing basic social services and
reducing poverty, together with rural road construction and the electrification of villages. As the
forecast period progresses, we expect the government to focus on implementing reforms aimed at
developing the country's financial sector and improving the flow of credit to small and medium-
sized enterprises (SMES) to allow the private sector to drive economic growth. Wherever public
investment is required, we expect the government to be able to raise pledges from international
donors.

Senegal was under a three-year policy support instrument during 2015-18, which was granted an
extension to mid-2019 and was broadly successful. The country is currently participating in
discussions for a new three-year policy co-ordination instrument with the Fund. We expect the
IMF to approve this by early 2020, as the previous programme was successful. The programme
will be unfunded and be geared around supporting the implementation of the second phase of
PSE, focusing on macroeconomic reform by maintaining fiscal sustainability and prudent debt
management. A Fund-backed programme acting as a policy anchor will boost the government's
policy credibility.
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Fiscal policy

Fiscal policy will focus on achieving fiscal consolidation and restoring external sustainability. The
fiscal deficit is estimated to have widened in 2019, to 3.9% of GDP, as spending surged ahead of
the presidential election in February. In 2020-24 as economic growth quickens and output gaps
narrow, the government will have the opportunity to cut current spending. Consequently, we
expect the expenditure as a share of GDP to fall in 2020-21. It will rise again in 2022 ahead of
legislative elections in the year; and narrow again thereafter in 2023-24.

On the revenue side, the government will push ahead with plans to broaden the tax base and
operationalise tax payments via mobile phones. Moreover, a growing formal sector will also drive
an increase in revenue as a share of GDP early in the forecast period. Revenue will be
strengthened by the start of oil production around 2023. In 202324 revenue will fall slightly as a
share of GDP as the growth in GDP outpaces growth in revenue, but the nominal trend will be
strong and upwards.

Overall, we expect the fiscal deficit to narrow in the short term and reach 2.7% of GDP in 2021. In
2022 it will widen slightly to 2.8% of GDP owing to election-related spending. It will then narrow
sharply to 0.7% of GDP in 2024. Much of the deficit will be covered by external borrowing, and the
government will continue to rely heavily on the regional financial markets. We expect the public
debt/GDP ratio to fall, from an estimated 60.2% at end-2019 to 46.2% at end-2024 as financing
needs ease and economic growth accelerates. Senegal's debt strategy will, therefore, pay off,
reflecting the productive use of funds.

Monetary policy

Monetary policy is determined by the regional central bank, the Banque centrale des Etats de
I'Afrique de I'ouest (BCEAO), which prioritises inflation-targeting and maintaining the CFA franc's
peg to the euro. Policy is, therefore, influenced heavily by that of the European Central Bank
(ECB). The ECB is pursuing an exceptionally accommodative monetary policy, with policy interest
rates at or below zero, as action against rising deflation risk and a deteriorating economic outlook
in the euro zone. In September 2019 the ECB announced a small cut to the deposit rate and
another round of quantitative easing (QE), which started in November. As part of this policy, the
reference rate will be left unchanged, and we expect the BCEAO—which kept its policy rate
unchanged at 2.5% at its last meeting in December—to mirror the stance of the ECB by keeping its
main policy rate unchanged in 2020-21. From 2022 we expect gradual rate hikes as global liquidity
conditions tighten. Oil prices and economic growth will also begin to quicken.

International assumptions

2019 2020 2021 2022 2023 2024
Economic growth (%)

US GDP 2.3 1.7 18 2.0 18 2.2
OECD GDP 1.6 1.5 1.8 1.9 1.8 2.0
World GDP 2.3 2.4 2.8 2.9 2.8 2.9
World trade 1.5 2.3 3.6 S0 1 3.8
Inflation indicators (% unless otherwise indicated)

USCPI 1.8 1.6 1.9 2.1 1.8 1.8
OECDCPI 1.9 1.8 2.0 2.2 2.1 2.0
Manufactures (measured in US$) -0.1 19 4.0 4.1 3.5 3.1
Oil (Brent; US$/b) 64.0 63.0 67.0 71.0 738 71.0
Non-oil commodities (measured in US$) -6.6 0.8 3.9 1.8 0.9 25
Financial variables

US$ 3-month commercial paper rate (av; %) 2.2 1.5 15 1.8 2.2 2.3
US$:€ (av) 1.12 1.13 1.16 121 124 1.24
¥:US$ 108.48 106.03 104.73 100.85 97.63 95.43
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Economic growth

Real GDP growth will be strong throughout the 2020-24 forecast period. High private investment,
particularly in oil, energy, transport infrastructure, tourism, textiles and information technology,
will continue to underpin economic expansion. The government is also launching projects such as
the use of artificial intelligence (Al) in agriculture to boost production. Investments in the power
sector in recent years and increasingly reliable power supply (including from renewable resources)
will also support activity in commerce and industry.

Fixed investment in developing the oil industry and the start of hydrocarbons production from
2023 (initially planned for 2022, but delayed in November 2019), as facilities come on stream, will
support steady industrial growth throughout the forecast period. Together with positive
geological findings, the political environment is also buoying investor sentiment. The operators of
the Sangomar and Sangomar Deep offshore blocks (including British-based Cairn Energy and
Australian-based Woodside Petroleum) expect production of 75,000-125,000 barrels/day (b/d).
Given our expectation of stable global oil prices (which we expect to average US$69.2/barrel

during 2020-24, well above the break-even price of US$35/b for these fields), we expect rapid
development work on these blocks to support economic growth. We tentatively expect some
modest production to come on stream from 2023 onwards. However, given that it is a new frontier,
oil-related infrastructure will need to be built from scratch, and the government also lacks the
experience of managing an oil industry. There is, therefore, a significant downside risk that oil
production might be delayed beyond 2023. Exploration activity elsewhere will also accelerate in
light of the award of an offshore exploration licence to Total (France) in mid-2017 and the prospect
of further offshore drilling by Kosmos (US) and BP (UK) on their offshore gas finds (with a view
to producing and exporting gas in 2021).

Services growth in 2020-24 will be led by banking and telecommunications, as well as the
expanded air and sea logistics capacity of Dakar. Donor pledges to support the government's
development strategy will also encourage steady FDI inflows. Overall, we forecast that real GDP
growth will moderate from an estimated 6.6% in 2019 and average 6.4% in 2020, owing to slowing
economic performance in the US and the EU. Growth will pick up again in 2021, to 7.6%, as global
confidence improves, and to an annual average of 10% in 2022-24 as oil production comes

on stream.

Economic growth

% 20192 2020°  2021P  2022° 2023  2024P
GDP 6.6 6.4 7.6 9.8 10.2 10.1
Private consumption 5.9 6.5 7.1 8.0 8.5 8.8
Government consumption 7.2 7.5 7.0 7.0 7.5 7.8
Gross fixed investment 9.7 6.5 8.0 9.0 10.5 9.6
Exports of goods & services Hib) 3.8 6.0 12.4 9.0 10.0
Imports of goods & services 7.0 4.0 4.2 4.0 5.0 6.0
Domestic demand 7.1 6.1 6.7 7.5 8.8 8.9
Agriculture 7.4 9.0 9.7 10.0 9.0 9.4
Industry 6.1 6.1 7.2 12.6 13.0 13.6
Services 6.6 5%/ 7.0 8.4 9.2 8.7

a Economist Intelligence Unit estimates. P Economist Intelligence Unit forecasts.
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Inflation

We estimate an annual average deflation of 0.2% in 2019 owing to above-average cereal output in
2018, with high stocks causing domestic food prices to decline. In 2020 we expect consumer prices
to start rising and inflation to average 0.1% as regional food prices increase (owing to more normal
harvest), offsetting the impact of falling global oil prices. In 2021 we expect increasing global
commodity prices to lead to higher inflation, averaging 1%. Consumer prices in Senegal will not
increase beyond that for the year, owing to appreciation of the CFA franc. Over 2022-24 we expect
a more meaningful increase in inflation, to an annual average of 2.7%, as robust economic activity
increases demand-side inflationary pressures. Local weather-related food shortages have the
potential to trigger short periods of upward pressure on inflation throughout the forecast period,
although with subsidies and price caps on staple goods, the government will seek to minimise the
impact of any supply-side shock.

Exchange rates

The CFA franc is pegged to the euro at CFAfr655.97:€1 and therefore fluctuates in line with euro-
US dollar movements. After weakening in 2019, owing to uncertainty around Brexit and the
continued threat of US trade tariffs on automated exports, the euro will strengthen slightly against
the dollar in 2020. The strengthening of the euro in that year will be supported by a slowdown in
US economic growth as businesses continue to face higher input costs (as a result of higher
import tariffs and rising labour costs), weaker export competitiveness and uncertainty over future
trade policy. Moreover, as the Federal Reserve (the US central bank) embarks on a QE cycle, the
US dollar will lose value against the euro. In 2021-23 the euro will strengthen on a sustained basis
against the US dollar supported by improving macroeconomic fundamentals in the euro zone and
a monetary tightening by the ECB, before the currency stabilises in 2024 as the US economy
builds similar momentum. Tracking these dynamics, we expect the CFA franc to strengthen
slightly from an estimated CFAfr585.5:US$1 in 2019 to CFAfr583.1:US$1 in 2020. The CFA franc
will then recover to an average of CFAfr542.6:US$1 in 2021-24.

External sector

Senegal has a large structural deficit on its trade account, reflecting the country's continued
reliance on imports of energy and capital goods. Throughout 2020-24 high capital investment
(including in oil exploration) will continue to suck in capital imports. On the export side, higher
gold production and global prices in 2020 will drive an uptick in goods earnings, supported by
increased exports of fish and crustaceans, owing to an increase in capacity recently. In 2021-24 an
economic recovery in developed economies and higher gold prices in 2022-24 will push up exports
further, and the start of oil production in 2023 will drive a steep rise in earnings. Overall, we expect
the trade deficit as a percentage of GDP to narrow slightly in 2020-22, before declining more
steeply in 2023-24 as oil exports begin.

On the non-merchandise account, tourism receipts are expected to increase throughout 2020-24,
supported by an improvement in aviation infrastructure. The services account will switch to a
surplus averaging 0.1% of GDP in 2020-24. The primary income deficit will narrow from an
estimated 2.4% of GDP in 2019 to an average of 2.1% of GDP in 2020-21, before widening again to
an average of 2.2% in 2022-24 with an uptick in profit repatriation towards the end of the forecast
period as oil production begins. The secondary income surplus (which includes foreign transfers
and workers' remittances) will edge down as a proportion of GDP during the forecast period,
owing to modest growth in the euro zone in 2020-21, as well as lower growth in China, dampening
inflows. Overall, the current-account deficit will narrow, from an estimated 8.7% of GDP in 2019 to
an average of 8% of GDP in 2020-22 as export earnings increase. It will then narrow sharply, to
4.3% of GDP in 2024, as oil exports begin from 2023. The deficit will be financed primarily by
external borrowing and FDI inflows.
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Forecast summary

Forecast summary
(% unless otherwise indicated)

Real GDP growth

Industrial production growth

Gross agricultural production growth
Consumer price inflation (av)
Lending rate

Government balance (% of GDP)
Exports of goods fob (US$ m)
Imports of goods fob (US$ m)
Current-account balance (US$ m)
Current-account balance (% of GDP)
External debt (year-end; US$ m)
Exchange rate CFAfr:US$ (av)
Exchange rate CFAfr:¥100 (av)
Exchange rate CFAfr:€ (end-period)
Exchange rate CFAfr:SDR (end-period)

20192
6.6

6.1

7.4
-0.2
553
-3.9
3,466
-7,013,
-2,132
-8.7
14,122
585.5
539.8
655.97
812.4

2020P
6.4
6.1
9.0
0.1
5.3
2.9
3,560
-7,206
-2,188
8.4
16,029
583.1
549.9
655.97
805.5

2021
7.6

7.2

9.7

1.0

5.3
X
3,818
-7,804
-2,306
-8.0
17,447
566.7
541.1
655.97
784.5

a Economist Intelligence Unit estimates. ? Economist Intelligence Unit forecasts.

2022°
9.8
12.6
10.0
2.3
5.6
2.8
4,423
-8,630
-2,566
7.7
18,081
544.4
539.8
655.97
767.8

2023  2024P
10.2 10.1
13.0 13.6

9.0 9.4
2.8 3.0
5.8 6.2
ALl 0.7
5734 6,187

9,422 -9,850

-1,919 -1,857
-4.9 -4.3

18,690 18,857

530.1 529.0
543.0 554.4
655.96 655.96
766.8  771.6
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Data and charts
Annual data and forecast

20152 20162 20172 20182 2019° 2020° 2021°
GDP
Nominal GDP (US$ m) 17,767.7/19,027.2 21,084.0 24,130.4 24,480.7 26,071.4 28,852.4
Nominal GDP (CFAfr bn) 10,509 11,283/ 12,272/ 13,409 14,334 15,202 16,351
Real GDP growth (%) 6.4 6.4 7.1 6.8 6.6 6.4 7.6
Expenditure on GDP (% real change)
Private consumption 4.4 5.3 8.3 8.0 5.9 6.5 7.1
Government consumption 51 4.3 9.3 Sl 7.2 7.5 7.0
Gross fixed investment 5.9 15.3 7.5 12.5 9.7 6.5 8.0
Exports of goods & services 9.4 4.1 8.1 7.2 515 3.8 6.0
Imports of goods & services 7.7 6.7 8.5 10.6 7.0 4.0 4.2
Origin of GDP (% real change)
Agriculture 10.6 5.4 13.0 7.7 7.4 9.0 9.7
Industry 9.8 3.6 5.9 6.0 6.1 6.1 7.2
Services 383 7.6 5.6 6.7 6.6 oW/ 7.0
Population and income
Population (m) 14.6 15.0 154 15.9 16.3 16.7 17.1
GDP per head (US$ at PPP) 3,206/ 3,352] 3,556 3,784 4,016 4,235 4,553
Fiscal indicators (% of GDP)
Central government revenue 19.3 20.7 19.4 18.1 18.5 19.1 19.3
Central government expenditure 23.0 24.0 22.3 21.7 22.3 221 22.0
Central government balance -3.7 -3.3 -2.9 -3.6 -3.9 -2.9 -2.7
Net public debt 44.1 48.0 51.5 5815 59.8 63.3 62.2
Prices and financial indicators
Exchange rate CFAfr:US$ (av) 591.45/ 593.01 582.03 555.70 585.52 583.07 566.70
Exchange rate CFAfr:€ (av) 655.96/ 655.96 655.96 655.96 655.96 655.96 655.96
Consumer prices (end-period; %) 0.4 2.1 -0.7 0.5 0.1 0.3 11
Stock of money M1 (% change) 22.2 16.9 11.4b 5.0P 6.6 3.0 1.0
Stock of money M2 (% change) 19.3 13.7 7.0P 7.20 7.4 1.2 25
Lending interest rate (av; %) 5.2 5.3 5.3b 5.3b 5.3 5.3 5.3
Current account (US$ m)
Trade balance 2,155 -1,964 -2,695 -4,042° -3,547 -3,646 -3,986
Goods: exports fob 2,822 2,873 3,278 3,005° 3466 3560 3,818
Goods: imports fob -4,977 -4,837 -5973 -7,047° -7,013 -7,206 -7,804
Services balance -116 -121 -204 770 -12 -21 61
Primary income balance -391 -498 -586  -579b -576 -578 -579
Secondary income balance 1,717/ 1,788 1,962 1,910° 2,003 2,057 2,198
Current-account balance -945 -795 -1,523 -2,789° -2,132 -2,188 -2,306
External debt (US$ m)
Debt stock 5905 6,690 8,898 12,273 14,122 16,029 17,447
Debt service paid 377 398 661 721 1,131 1,297 1,492
Principal repayments 227 242 363 417 549 630 729
Interest 150 156 298 304 581 667 763
International reserves (US$ m)
Total international reserves 1,988 1,554 1,945 2,406 2,599 2,677 2,709

a Actual. P Economist Intelligence Unit estimates. ¢ Economist Intelligence Unit forecasts.
Source: IMF, International Financial Statistics.
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Quarterly data

2017 2018 2019
4Qtr 1Qtr 2Qtr 3Qtr 4 Qtr 1 Qtr
Prices
Consumer prices (2005=100) 107.8 107.4 105.4 108.2 108.5 107.9
Consumer prices (% change, year on year) 00 07 02 03 06 05
Financial indicators
Exchange rate CFAfr:US$ (av) 557.0 533.6 550.4 564.00 574.8 577.6
Exchange rate CFAfr:US$ (end-period) 547.0 532.4/ 562.7| 566.7 572.9 583.9
Foreign trade (CFAfr bn)
Exports fob 324 384 433 396 457 555
Imports cif -941 -943/ -955 -971 -1,047 -965
Trade balance -617 -558 -523 -575 -591 -410
Foreign reserves (US$ m)
Reserves (end-period) 1,945 3,847 3,268 2,838 2,474 2,490
Sources: IMF, International Financial Statistics; Ministry of Economy and Finance.
Monthly data
Jan Feb Mar Apr May Jun Jul  Aug Sep Oct
Exchange rate CFAfr:US$ (av)
2017 618.00 616.4 6139 611.8 593.2 584.1 569.9 555.6 550.6 558.0
2018 537.7/ 531.2 5317 5343 5553 561.7 561.3 568.0 562.6/ 571.2
2019 574.6/ 577.9 580.4 583.7 586.5 580.8 584.7 589.6 596.1 593.5
Exchange rate CFAfr:US$ (end-period)
2017 609.9) 619.0 613.60 600.1 584.60 574.8 559.4 554.7 555.6/ 563.6
2018 526.6/ 537.1 532.4 543.1 560.7 562.7 5589 563.0 566.7 579.6
2019 571.00 574.6 5839 584.7 588.3 576.4 588.3 5944 6024 588.1
M1 (% change, year on year)
2017 16.5 16.2 12.0 10.1 135 n/a n/a n/a n/a n/a
2018 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
2019 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
M2 (% change, year on year)
2017 13.6 13.9 10.1 8.5 10.3 n/a n/a n/a n/a n/a
2018 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
2019 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Deposit rate (av; %)
2017 6.4 6.6 n/a n/a n/a n/a n/a n/a n/a n/a
2018 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
2019 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Money market rate (av; %)
2017 2.5 2.5 2.5 n/a n/a n/a n/a n/a n/a n/a
2018 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
2019 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Discount rate (end-period; %)
2017 2.5 2.5 2.5 n/a n/a n/a n/a n/a n/a n/a
2018 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
2019 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Consumer prices (av; % change, year on year)
2017 1.8 2.0 2.4 2.1 1.8 14 2.0 1.9 0.6 0.4
2018 0.4 15 0.1 11 0.4 -0.9 -0.3 0.3 0.9 0.1
2019 0.7 -0.1 0.9 -2.0 -0.8 0.7 -1.1 -1.4 -1.3 n/a
Foreign-exchange reserves excl gold (US$ m)
2017 1,502 1,457 1,576| 1,774 2,572 103 104 103 106 107
2018 89 87 89 88 85 66 67 66 72 83
2019 67 66 70 69 88 73 73 72 71 74

2 Qtr 3 0Qtr
104.6 106.8
0.7  -1.2
583.7| 590.1
576.4, 602.4
477 470
-1,018 -1,113
-541  -643
2,538 2,542
Nov Dec
558.8 554.2
577.1 576.2
593.6 n/a
553.6/ 547.0
5775 5729
597.3 n/a
n/a n/a
n/a n/al
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/al
n/a n/a
n/a n/a
n/a n/a
0.2 -0.7
0.5 1.3
n/a n/a
104 87
82 67
n/a n/a

Sources: Agence nationale de la statistique et de la démographie; IMF, International Financial Statistics; Haver Analytics.
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Annual trends charts
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Monthly trends charts
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Comparative economic indicators

Basic data
Total area
197,161 sq km

Population
15.85m (2018, IMF actual)

Main towns
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Population in '000 (World Gazetteer estimates, 2013)
Dakar (capital): 2,732

Thies: 286

Mbour: 243

Saint-Louis: 187

Kaolack: 182

Ziguinchor: 170

Climate
Tropical

Weather in Dakar (altitude 40 metres)

Hottest months, September-October, 24-32°C; coldest month, January, 18-26°C; driest months,
April-May, 1 mm average rainfall; wettest month, August, 254 mm average rainfall

Languages

French, Wolof, other local languages

Measures

Metric system

Currency

CFA franc (CFAfr), fixed to the euro, backed by a guarantee from the Banque de France; it was
devalued from CFAfr50:FFrl to CFAfr100:FFrl in 1994 and has been pegged at CFA{r655.96:€1
since France adopted the euro in 1999. CFAfr555.72:US$1 (2018 average)

Time
GMT

Public holidays

January 1st; April 4th (Independence Day); May 1st; Christian holidays of Christmas, All Saints'
Day, Assumption. Variable dates for Easter Monday and Ascension Day; all Islamic holidays are
observed in accordance with the lunar calendar, and so have variable dates: Eid al-Fitr (end of
Ramadan); Eid al-Adha (Feast of the Sacrifice); Islamic New Year; Tamkharit (Ashura); Mawlid al-
Nabi (the birthday of the Prophet)
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Political structure

Official name
République du Sénégal

Form of state
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Unitary republic

Legal system

Based on the Napoleonic Code and the constitution of January 2001

National legislature

National Assembly, with 150 members elected for five years by universal suffrage in a mixed
system of first-past-the-post and proportional representation

Head of state

President, elected by universal suffrage, currently serves a seven-year term and may stand for re-
election once; presidential terms will be shortened to five years from 2019

National elections
February 2019 (presidential); July 2012 (legislative); next elections due in July 2022 (legislative)

National government

The president and his Council of Ministers

Main political parties

Benno Bokk Yakaar coalition, including the president's Alliance pour la république (APR),
Alliance des forces de progres (AFP), Parti socialiste (PS) and Union pour le renouveau
démocratique (URD); Coalition Gagnante Wattu Senegaal, including Rewmi and Grand parti;
Mankoo Taxawa Senegaal, including And-Jéf/Parti africain pour la démocratie et le socialisme
(AJ/PADS), Parti démocratique sénégalais (PDS), Union nationale patriotique/Tekki and Bokk Giss
Giss coalition; Mouvement citoyen pour la refondation nationale (MCRN); Mouvement
républicain pour le socialisme et la démocratie; Parti de la vérité pour le développement

President: Macky Sall

Prime minister: Mahammed Dionne

Selected ministers of state

Agriculture & rural equipment: Moussa Baldé

Armed forces: Sidiki Kaba

Community development and social & territorial equity: Mansour Faye
Culture & communication: Abdoulaye Diop

Digital economy & telecommunications: Ndéye Diké Ndiaye Diop
Economy, planning & co-operation: Amadou Hott

Environment & sustainable development: Abdou Karim Sall
Finance and the budget: Abdoulaye Daouda Diallo

Fisheries & maritime economy: Aminata Mbengue Ndiaye
Foreign affairs & Senegalese diaspora: Amadou Ba

Health & social action: Abdoulaye Diouf Sarr

Higher education, research & innovations: Cheikh Oumar Hann
Infrastructure, land transport & isolated regions: Oumar Youm
Interior: Aly Ngouye Ndiaye

Justice: Malick Sall

Livestock and animal production: Samba Ndiobéne Ka
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Mines & geology: Aissatou Sophie Gladima Siby

National education: Mamadou Talla

Petroleum & renewable energy: Mouhamadou Makhtar Cissé
Tourism & air transport: Alioune Sarr

Trade & SMEs: Aminata Assome Diatta

Urban planning, housing & public hygiene: Abdou Karim Fofana
Water & sanitation: Serigne Mbaye Thiam

Governor of the regional central bank (BCEAQO)

Koné Tiémoko Meyliet
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Recent analysis

Generated on January 22nd 2020

The following articles were published on our website in the period between our previous forecast and this one,
and serve here as a review of the developments that shaped our outlook.

Politics

Forecast updates

WAEMU leaders review security situation
October 15, 2019: Political stability

Event

On October 3rd Benin's president, Patrice Talon, joined eight other leaders from the member states
of the West African Economic and Monetary Union (WAEMU) in the Senegalese capital, Dakar,
to review the security situation within the economic bloc's member states.

Analysis

WAEMU, whose membership comprises Benin, Burkina Faso, Ivory Coast, Guinea-Bissau, Mali,
Niger, Senegal and Togo, is designed to create a borderless economic space for Francophone
countries using the West African CFA franc. However, although West Africa is, according to

the Banque Centrale des Etats de I'Afrique de 1'Ouest (the regional central bank), one of Sub-
Saharan Africa’s fastest-growing regions, most WAEMU members are also net oil importers and
potentially politically unstable. Local trade flows remain extremely dependent on commodities like
cocoa (Céte d'Ivoire), cotton (Burkina Faso, Benin), gold (Mali and Burkina Faso), uranium (Niger)
and phosphates (Togo). This economic dependency upon one or two export goods means that
WAEMU members are highly exposed to both trade shocks from international price shifts and
external shocks from events like terrorism or natural disasters; this has left countries
underdeveloped and therefore vulnerable to penetration by outside extremist groups.

Speaking at the WAEMU summit, Mr Talon warned that political instability has become a growing
threat to growth in West Africa. Coming shortly after a summit of the Economic Community of
West African States (ECOWAS) held in Burkina Faso's capital, Ouagadougou, during which
regional leaders pledged to raise US$1bn to combat terrorism during 2020-24, the Beninese
president announced that WAEMU states had pledged US$500m to tackle regional extremist
groups. It is unclear whether this sum will be a new tranche of financing from the WAEMU
governments on top of the earlier ECOWAS announcement in September, or part of it. Either way,
security initiatives to fight terrorism in West Africa have long suffered from a gross lack of
financing—even when donors have made subsequent pledges to rectify the situation. We remain
sceptical that the measures in the latest announcement will be implemented any faster or more
completely than those seen its predecessors.

Impact on the forecast

Any economic projection in West Africa should be balanced against political risks and its
implications in terms of regional and national instability. These risks should be closely monitored,
and high prudence in terms of investment is recommended in the short term. Our forecast for
continued political instability and poor security conditions across the region in 2020-21 remains
unchanged.
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WTO's dispute-settlement mechanism collapses

December 11, 2019: International relations

Event

On December 10th two of the three remaining judges on the appellate body of the World Trade
Organisation (WTO)—the main dispute-settlement body of that institution—retired from service.
As a minimum quorum of three judges is required for the appellate body to function, the event
effectively marked the collapse of the WTO's dispute-settlement mechanism.

Analysis

The US has had long-standing grievances with the appellate body (and the WTO more generally),
even in the face of several WTO cases that it has won recently. These objections also predated
the administration of Donald Trump, the current US president.

US concerns over the role of the appellate body—including allegations that it had overstepped its
jurisdiction—arose during the presidency of George W Bush (2000-08), whose administration took
issue with the body's findings that the US methodology for calculating anti-dumping and
countervailing duties (a controversial practice known as "zeroing") were not WTO-compliant.
This attitude hardened under the presidency of Barack Obama (2008-12), who blocked the
reappointment of two appellate body judges (and obstructed consensus over the appointment of
a third) during his time in office.

Mr Trump has since maintained this strategy of blocking appointments. The Economist
Intelligence Unit had expected this outcome because of the president's long-harboured hostility
towards the WTO. However, the collapse of the dispute-settlement mechanism will not
immediately spell doom for either the WTO itself or the future of global commerce. We continue to
expect global trade growth (by volume) to rebound modestly into positive territory in 2020, as the
world acclimatises to the "new normal" of US-China economic tension and trade demand
stabilises across major markets.

Nevertheless, the dissolution of the WTO's main dispute-settlement mechanism will erode
important constraints on protectionist bad behaviour. There is now a growing risk that the lack of
an international arbiter will allow both existing and future trade disputes to escalate more quickly.
This will be particularly critical as the US-China trade war persists into 2020, while emerging
disputes elsewhere—such as between South Korea and Japan, France and the US and the EU and
Malaysia—weigh on the prospects of trade liberalisation more generally. Without the appellate
body, these and other potential trade conflicts will continue to cast a shadow over world trade
next year.

Impact on the forecast

We had anticipated that the WTO appellate body would cease to function by December, and have
already built this event into our forecasts from 2020 onwards.

Analysis

Protests in Sub-Saharan Africa

December 31, 2019

Sub-Saharan Africa has experienced its fair share of the mass protests that have erupted across
the world in 2019. The affected countries vary considerably in terms of their economic structure
and stage of development, political set-up and social fabric. Large mobilisations have occurred in
Sudan, South Sudan, Ethiopia, Kenya, the Democratic Republic of Congo (DRC), South Africa,
Cameroon and Nigeria, to name a few. The protests have been triggered by highly localised
events and have differed from place to place in their participants, methods and goals. Despite
these differences, there are some common underlying causes that unite the protests and present
serious challenges for incumbent African leaders and their administrations as we head

into 2020.
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Various highly localised factors have triggered uprisings in Sub-Saharan Africa in 2019, which
include rapidly rising bread prices in Sudan, planned redundancies and xenophobia in South
Africa, disputed election results in Mozambique, attacks by armed militias in the DRC and the
attempted arrest of activists in Ethiopia. In most cases, these triggers have been a tipping point
whereby localised single-issue demonstrations have escalated into much larger and broader anti-
government protests. Protests in many countries have reflected a view that governments are self-
serving institutions that have been either unable or unwilling to tackle sensitive issues relating to
economic need and opportunity, political oppression and freedoms, as well as poor governance

and corruption. These concerns have been on clear display during the protests witnessed in Sub-
Saharan Africa during 2019.

Economic need and opportunity represent an over-riding yet multi-faceted driver of anti-
government sentiment and mass protests across Sub-Saharan Africa. The region boasts some of
the fastest-growing economies in the world, abundant and lucrative natural resources, enormous
and youthful populations, an expanding urban middle class, strengthening trade linkages and
strong inflows of foreign capital. However, many countries in Sub-Saharan Africa retain severe
income inequality, widespread poverty, high levels of unemployment (particularly among youths)
and informal and insecure employment and often inadequate social safety net programmes.
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Many countries (especially the region's major oil, gas and mining nations such as South Africa,
Nigeria, Angola, Zambia, Mozambique, the DRC and Sierra Leone) have struggled to cope with
the downturn in commodity prices since 2014. The pre-2014 boom years have given way to more
subdued growth rates in many parts of Sub-Saharan Africa, large fiscal and current-account
deficits, rising debt levels, weak currencies and rapidly rising living costs. These developments
have restricted the room for manoeuvre for some governments, led to a shift towards fiscal
austerity, compounded poor public service provision and undermined job creation.

A toxic combination of high unemployment, the threat of job losses and the prevalence of
insecure employment is an incendiary mix that has fuelled a wave of protests across Sub-Saharan
Africa. Job-creation and household income stimulus programmes have been on the front burner
for some time, but the region remains plagued by very high levels of general unemployment and
much higher unemployment rates among the region's youths in the 15-24-year-old bracket.
Meeting the demands of a rapidly increasing supply of youthful, urban, better educated and
aspirational labour is proving to be a major headache for many governments. In addition to job
creation, an additional and equally important problem is posed by the type of jobs on offer. A
large majority of jobs in Sub-Saharan Africa (whether these are in the formal sector or much larger
informal sector) provide insecure employment that entails low levels of pay, little to no job
security and limited access to social protections.

Another facet of economic need that has unsettled citizens and brought them out on to the streets
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relates to widespread poverty, extreme income inequality and in some cases a long history of
economic marginalisation. The UN reported that ten of the world's 19 most unequal countries
measured on income distribution were found in Sub-Saharan Africa in 2017, and this regional
profile is unlikely to have changed much in the subsequent two years. South Africa, the region's
most developed economy, was ranked as the world's most unequal country in 2017, and Namibia,
Zambia, the Central African Republic, Lesotho, Mozambique, Botswana, eSwatini, Guinea-Bissau
and the Republic of Congo were also among the top 20 most income unequal nations worldwide.
Concerns about income inequality and its drivers, as well as economic marginalisation, have
proved highly contentious issues. For instance, mass protests by the Oromo and Amhara people
of Ethiopia and the anglophone communities of western Cameroon are linked to a combination of
low living standards, economic marginalisation and political exclusion. Similarly, the
demonstrations that led to the removal of the long-standing president of Sudan, Omar al-Bashir, in
April have close links to many years of economic woes, extreme poverty and unequal opportunity
in wealth creation and political influence. Even in South Africa, the region's most diverse
economy, large-scale protests have been driven by major societal inequalities and the demands
for better living standards, as well as rampant corruption and poor public service delivery.

Political oppression and the lack of political freedoms have played a central role in driving angry
anti-government protests in Sub-Saharan Africa during 2019. Major political grievances relate to
disillusionment with long-standing, difficult to displace incumbent national leaders and their
political parties. Elections have become more common across Sub-Saharan Africa over the past
decade, but the region has some of the world's longest-serving heads of state and governing
political parties, as well as the highest number of authoritarian and hybrid regimes of any major
region in the world.
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Public protests have contributed to a change in national leader in countries such as South Africa,
Angola, Ethiopia, the DRC and Sudan over the past 12 months, but the dominant political party
retains a tight grip on power. Political inertia and concentrated political power and influence
remain major sources of public discontent and social unrest. Rapidly growing internet coverage
and mobile networks in particular in Sub-Saharan Africa have facilitated the spread of information
within countries and across borders. This evolving infrastructure, together with the quick uptake
of social media and 24-hour news coverage, has helped mobilisations in one location to feed
discontent and unrest elsewhere. Some African governments are fully aware of the threat posed
by uncontrolled media outlets and have taken steps to reassert their grip on available information
and key messaging. Some governments have clamped down on press freedoms, curtailed internet
access and outlawed opposition groups. An international digital rights advocacy organisation,
Access Now, has reported that there were 13 nationwide internet shutdowns across Africa in
2018, and this has been followed by new or continued shutdowns in Algeria, Ethiopia, Chad,
Liberia, Malawi, Sudan and Zimbabwe in 2019. In addition to this, some governments are levying
internet usage or social media taxes that have the (probably intended) consequence of in effect
restricting access to or dissemination of information online. These tactics often run in parallel with
state-sponsored media plans that push favoured lines and information or disinformation as
claimed by some opposition groups. The success of these tactics tends to be short-lived and do
little to quell the lingering feelings of resentment among activists and the wider population.
Indeed, restricted freedom of speech and a lack of accountability among national governments
have often served to incite further unrest and demonstrations.

Steady emergence of new leaders brings hope for
change

A new group of national leaders has recently taken up office in some of the region's major
economies, including Abiy Ahmed in Ethiopia, Jodo Lourengo in Angola, Cyril Ramaphosa in
South Africa, Félix Tshisekedi in the DRC and Muhammadu Buhari in Nigeria. These leaders
represent a break from the past and have come to power on a platform of economic and social
reforms, promises to tackle corruption and commitments to resolve local conflicts. Long-standing
political parties remain in place, but there are some positive early signs of change. For instance,
Mr Ahmed is shaking up the political landscape in Ethiopia and received the Nobel Peace Prize
2019 for his efforts to resolve the long-running border dispute with Eritrea. Mr Lourengo has
moved quickly to dismantle the power base of his predecessor, Mr Ramaphosa is pushing hard
with his economic and social reform agenda, and Mr Buhari is making some tentative steps
towards tackling insecurity and corruption.

However, expectations are running high, and any faltering in the speed or direction of progress
could quickly herald a new bout of disruptive protests and demonstrations. There is no doubt that
African leaders will continue to be confronted by the thorny issues of income inequality,
widespread poverty, high youth unemployment, job insecurity, poor public services, corruption
and cronyism, entrenched political systems and restricted civil freedoms, not to mention the brutal
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effects of climate change. Anti-government mass protests will most certainly continue into 2020,
given the challenges that remain and the growing demands posed by youthful, better educated
and urbanised populations. The ride could easily become much bumpier in 2020.

Economy
Forecast updates

New offshore gas discovered
October 9, 2019: Economic growth

Event

In late September Kosmos Energy, a US-based firm, announced positive results from its second
appraisal well—Yakaar-2—on the Yakaar-Teranga offshore gas prospect. It also indicated that
production for the domestic market will be a priority for what is set to become Senegal's second
major offshore gas project.

Analysis

Results from Yakaar-2 confirmed the southern extension of the major gas find uncovered when
Kosmos drilled a first well—Yakaar-1—about 9 km to the north. The field lies mostly in the Cayar
Deep block, north-west of Dakar, the capital, and the company estimates that it may contain as
much as 20trn cu ft of gas. Kosmos describes this as "world scale™ and sufficient both to supply
natural gas to the Senegalese domestic market and, eventually, to support the production of
liquefied natural gas (LNG) for export.

Kosmos and its partners, BP (a UK-based firm) and Petrosen, Senegal's national hydrocarbons
company, are already developing the Greater Tortue Ahmeyim (GTA) gas project in the waters
astride the Senegalese-Mauritanian maritime border. That scheme will mainly produce LNG for the
international market, albeit with natural gas potentially reserved for local needs. As a result,
Yakaar-Teranga's initial focus on supplying Senegal's domestic markets will be particularly helpful
for the president's development strategy, Plan Sénégal Emergent. Much of the gas is likely to be
used for power generation. For many years inadequate power supply was a constraint on
economic growth and household living standards. Although the past years have seen a sustained
effort to expand wind, solar and thermal generating capacity, demand continues to rise—and the
trend is set to accelerate as the economy diversifies and more homes are connected to the grid.

A final decision on going ahead with Yakaar-Teranga will depend on talks with the Senegalese
government on terms for the supply of gas. As a result, the government needs to reach a view on
Senegal's likely domestic requirements—an issue that was not a priority consideration for the
GTA project, given its export focus—and how much should come from Yakaar-Teranga. We
expect the Yakaar-Teranga project to become operational by the end of our 2020-24 forecast
period and to support robust economic growth in the country.

Impact on the forecast

This is in line with our expectation that the development of the gas sector is expected to
contribute to robust growth in the medium term, supporting our forecast that economic growth
will accelerate to an annual average of 10% in 2022-24.
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US rate cuts will encourage more African Eurobond launches

October 25, 2019: International assumptions

Event

During a presentation to Zambia's financial asset investors given on the side-lines of the annual
meetings of the World Bank and the IMF on October 20th, Zambia's finance minister, Bwalya
Ng'andu, stated that a Eurobond re-financing strategy was in the process of acquiring cabinet
approval and would shortly be published.

Analysis

We are currently forecasting that the Federal Reserve (Fed, the US central bank) will adopt a
dovish stance into 2020, with two more 25-basis-point cuts ahead, in December and March 2020.
With the Fed currently in a policy-easing cycle, sovereign bond financing will continue to
represent a popular way for African states to raise funding. For example, Angola announced in
October that it would be returning to the sovereign debt market to help finance its budget for
2020, while, in late September, South Africa raised US$5bn with a new Eurobond sale to help with
its fiscal challenges. However, there remains very little transparency around how the proceeds of
these Eurobonds are intended to be spent.

Moreover, experience since the G8 Summit at Gleneagles in Scotland (which symbolised an earlier
era of debt forgiveness for developing countries) has shown that governance and debt-
management issues remain prominent in many African countries. In September Mozambique's
scandal-plagued government announced that, following years of negotiations, it would finally be
restructuring its US$727m Eurobond. Meanwhile, Zambia has had to set up a sinking fund to help
it repay over US$3bn in debt from foreign capital markets secured in three Eurobonds (due in 2022,
2024 and 2027, respectively). Although Eurobonds represent just one method by which state
actors can secure large sums, it seems likely that an over-reliance on bonds for budget financing
will aggravate the debt-repayment problems building up in many African countries, some of which
are already struggling with weak finances as the trade war between the US and China hurts the
export earnings of commodity-dependent countries supplying the Chinese manufacturing sector.

Impact on the forecast

We expect the dovish stance of the Fed in 2020 to support continued sovereign borrowing from
private markets, as it is currently marked by fewer conditions than loans from traditional
multilateral lenders, such as the World Bank or the IMF. However, the growing reliance on debt-
fuelled budget financing in many (although not all) African countries represents a downside risk
to the positive growth prospects that lower global interest rates are offering to Africa’s more
developed economies.
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Nigeria to re-open its borders

November 18, 2019: Economic growth

Event

On November 14th Ghana's deputy minister for foreign affairs and regional integration,
Mohammad Habibu Tijani, announced that Nigeria had agreed to re-open its borders.

Analysis

The Ghanaian government had previously managed to negotiate an agreement in October with
their Nigerian counterparts, allowing a temporary corridor for Ghanaian goods to enter Nigeria. Mr
Tijani's announcement seems credible, therefore, although no official announcement by the
Nigerian government has yet been made. Nigeria initiated the crisis in August when it partially
closed its western border with Benin, citing concerns over smuggling and insecurity. Matters
escalated in October, when the Nigerian national customs agency announced the indefinite
closure of all the country's borders to foreign goods. While the closure seems to have been
temporary, as we had forecast (and therefore not warranting any major changes to our regional
outlook in 2020), the incident is likely to stall further momentum towards regional integration, amid
widespread anger among Nigeria's neighbours (and the wider region) at its heavy-handed
protectionist stance.

The months-long border closures reinforce our view that Nigeria will continue to operate a
protectionist agricultural policy, despite having agreed to sign up to the region-wide African
Continental Free-Trade Agreement. With the country unlikely to open its agriculture sector up to
foreign competition, the smuggling of rice and other food stuffs, which sparked the original border
closure with Benin in August, is likely to resume, whatever mechanism is ultimately agreed upon
between Nigeria and its neighbours to improve scrutiny of cross-border trade. Even if the
authorities of neighbouring countries wished to comply (and, in the case of Benin, whose
economy received a significant boost from the illicit rice trade with Nigeria, this is doubtful), other
local states such as Niger or Cameroon, who are battling several different insurgencies on their
territories, simply lack the security or the spare resources to enforce border security properly in
the way Nigeria would like. Tensions could, therefore, re-appear later in the forecast period,
further damaging moves towards regional integration in West Africa.

Impact on the forecast

The end of the border closure reinforces our forecast that the Nigerian government's high-handed
move will have no lasting impact on the macroeconomic fundamentals of ECOWAS and
neighbouring countries in 2020. The term of Nigeria's current (and deeply protectionist) president,
Muhammadu Buhari, expires only in 2023, however, and we see little chance of progress

towards ECOWAS integration where this conflicts with his Nigeria's national interests as Mr
Buhari perceives them.
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Trade deficit narrows

November 20, 2019: External sector

Event

On November 18th the state statistical agency, Agence Nationale de la Statistique et de la
Démographie (ANSD), released preliminary data showing that Senegal recorded a trade deficit of
CFRfrl.6trn (US$2.7bn) in the January-September period—a fall of 3.7% during the same period of
2018.

Analysis

Total exports grew by 23.8% in the January-September period, compared with the corresponding
period of 2018, amounting to CFAfrl1.5trn. The breakdown revealed that this is attributable mainly
to an increase in exports of industrial gold, which recorded growth of 62.8% year on year; and
animal and vegetable raw materials, which recorded growth of 111.4% year on year (albeit from a
low base).

Total imports grew by 7.9% year on year in the period, and totalled CFAfr3.1bn. This was owing
to an increase in the imports of machinery and equipment, which grew by 18.8% year on year, and
petroleum products, which grew by 14.4% year on year. The increase in import bill was mitigated
by a fall in cereal imports, which fell by about 50% year on year, and finished products for

agriculture, which fell by 26.9% year on year. Lower global oil prices also contributed to this trend.

The trade deficit narrowed as exports grew faster than imports in the January-September period.
We expect this trend to continue in the fourth quarter of 2019 and into 2020, as higher gold
production and global gold prices drive an uptick in goods export earnings, supported by
increased exports of seafood produce (mainly fish and crustaceans). High capital investment will
continue to suck in capital imports. However, low international oil and food prices in 2020 will
prevent the import bill from rising higher.

Impact on the forecast

The recent data are in line with our forecast of a narrowing trade deficit in 2019. We also expect
the trade deficit as a proportion of GDP to narrow further in 2020. Our forecast is consequently
unchanged.
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Debate begins on draft finance law for 2020

December 2, 2019: Fiscal policy outlook

Event

In mid-November the National Assembly started discussions on the draft finance law for 2020,
which introduces a major overhaul of expenditure management.

Analysis

The draft finance law includes the government budget for 2020, which projects spending in the
year to be CFAfr3,258bn (US$5.5bn), and revenue is projected at CFAfr3,709bn—based on a
forecast of real GDP growth of 6.8% (compared with 6% in 2019). Consequently, the government is
planning a budget deficit of CFAfr451bn, equivalent to about 3% of GDP—a prudent stance that
keeps Senegal in line with the expected convergence criteria set for participation in the planned
new West African currency, the eco.

However, the most significant feature of the 2020 draft finance law is not only its revenue and
expenditure projections, but its radical reform of budget strategy: instead of simply allocating an
envelope of funding to each ministry, the government will move to a programme budgeting
system. Each ministry will be allocated funds to carry out a number of programmes—such as basic
education for children and adults or the provision of drinking water. The decisions on the
expenditure required to deliver the necessary services and to develop projects will now be
decentralised to the individual ministries; each minister will be entrusted with ordering the release
of the funds required for the tasks for which their department is responsible.

The aim is to encourage a much greater focus on delivery and results, fostering a culture of action
and accountability. Ministers will be required to appoint an individual senior civil servant to

head each programme and oversee its implementation. Decisions on the collection of revenue will
remain with the Ministry of Finance, which aims to bolster revenue equivalent to 20% of GDP by
the end of 2023.

The new system should help to foster a culture in which public-sector entities exist to perform
specific tasks rather than simply perpetuate their own existence. However, the reform also
prepares Senegal for the moment when substantial revenue starts to flow from oil and gas in 2021-
22 to maximise the government's capacity to use these additional resources effectively and limit
wastage. We expect the finance law to be passed by parliament.

Impact on the forecast

The government's projection of a budget deficit equivalent to 3% of GDP in 2020 is in line with our
current forecast. Moreover, we also expect a boost to revenue, albeit at a slower pace than
envisaged by the government. Our fiscal outlook is thus unchanged.
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BP hails successful drilling year

December 19, 2019: External sector

Event

A three-well drilling campaign this year off the coasts of Mauritania and Senegal confirmed the
existence of a "world-scale gas resource™ and suggested the possibility of a new upstream
development project, BP, a UK oil major, announced on December 16th.

Analysis

Kosmos Energy, a US company and BP's junior partner in both countries, had announced the trio
of positive results individually during the year, but confirmation by the heavyweight operator lent
added credibility to the optimism then professed. Gas was found at all nine zones targeted, BP
said—with the results of the Orca-1 well, completed in November in Mauritania's Block C8,
deemed of particular significance, identifying deeper reservoirs than previously thought and
potentially underpinning a new development project in the BirAllah area. The gas found by the
well drilled in Senegal's Cayar Profond block was also said to suggest a possible commercial
development. BP's statement did not quantify the resources, but Kosmos claimed in October that
up to 50 trn cu ft of gas-initially-in-place had been de-risked in the BirAllah area—and that this
was "more than sufficient ... to support a world-scale LNG [liquefied natural gas] project".

BP, Kosmos and the two countries' state oil companies took the final investment decision in
December 2018 on the first phase of the Greater Tortue Ahmeyim (GTA) development project,
which calls for the exploitation of gasfields straddling the maritime border containing an estimated
15trn cu ft of recoverable reserves to produce 2.5m tonnes/year (t/y) of LNG—with a plan to
increase this in stages to 10m t/y—and to provide gas to each country for domestic purposes.
Completion is scheduled for 2022, and the long-awaited approval for the project swiftly triggered
the award of key construction contracts: TechnipFMC, a UK-based company, and Saipem, an
Italian firm, were selected in March to build the main offshore and onshore facilities respectively.

The initial project and the newly mooted future developments will enable both Mauritania and
Senegal to expand exports—improving the balance of payments and increasing government
revenue. Senegal also has a plan in place to reap wider domestic economic benefits by becoming a
regional hydrocarbons hub, while Mauritania thus far appears less well prepared to capture such
opportunities.

Impact on the forecast

New developments based on the latest drilling results are unlikely to enter production within the
forecast period for either Mauritania (2020-21) or Senegal (2020-24). Our expectation remains that
the GTA project will improve both countries' external and fiscal positions from 2022.
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New Dakar Consensus emerges
December 19, 2019: Policy trends

Event

In early December Senegal, the IMF, the UN and a French think-tank, the Cercle des économistes,
organised a sustainable development conference in Dakar (the Senegalese capital), at which the
heads of state of six West African countries—Senegal, Niger, Benin, Togo, Burkina Faso and
Cote d'Ivoire—raised grievances with the IMF.

Analysis

The presidents expressed resentment at the tough financial criteria imposed by the Fund on West
African countries, with Benin's president, Patrice Talon, citing the fiscal deficit target of 3% of
GDP as an example, while Senegal's president, Macky Sall, pointed out that the region's debt
levels were far below the global average. Cote d'Ivoire's president, Alassane Ouattara, argued that
the deficits of African economies should be assessed in a more flexible manner because
investments in Sub-Saharan African countries take longer to produce an economic impact. The
presidents of Niger and Burkina, Mahamadou Issoufou and Roch Marc Christian Kaboré
respectively, pointed to the heavy security costs their governments face.

Mr Sall presented this critique as the new Dakar Consensus—in contrast to the long-established
Washington Consensus that advocates financial discipline and the market economy. But in reality
it represents a revision rather than a radical alternative. None of the African leaders present were
proposing the abandonment of fiscal discipline. They want two main things: more flexibility in
IMF assessments of their capacity to take on debt and greater understanding of the development
and security challenges they face. They know that the IMF's stance can influence perceptions
among international credit rating agencies—and thus the real cost of funds when either foreign
investors or West African governments seek to raise money for new projects.

The IMF has agreed to better reflect and integrate the impact of external economic shocks into its
analysis and to do more to dispel perceptions of Africa as an inevitably high risk environment for
investors. However, the position of other international institutions is unlikely to change
significantly, and the region's leaders still face the reality that perceptions of poor governance
remain a powerful influence. For instance, the jailing of Khalifa Sall, which prevented him from
running in Senegal's presidential election, did serious damage to the country's international
reputation for stable democratic governance.

Impact on the forecast

We do not expect any significant revisions to the IMF targets that these West African countries
have adopted under various programmes with the Fund in the short term. Our 2020-21 policy
trends forecast is thus unchanged.

Analysis

Is Africa open for business?

November 5, 2019

The October releases of Doing Business 2020 from the World Bank and the Global
Competitiveness Report 2019 from the World Economic Forum (WEF) offer a fresh chance to
assess the relative standing of Sub-Saharan Africa (SSA). Both convey the message that SSA is
improving in absolute terms but making slower progress in relative terms because other
regions are reforming at a similar or faster pace. Within this broad context, some SSA
countries are rising up the rankings while others are falling, underlining the region's
diversity. A notable feature of the various league tables now published—including Transparency
International’s Corruption Perceptions Index and The Economist Intelligence Unit's Democracy
Index—is the leading position held by a select group of countries that regularly appear in the top
10 of several indices: Botswana, Cabo Verde, Ghana, Mauritius, Namibia, Rwanda, Seychelles,
Senegal and South Africa. This is hardly surprising, given the obvious correlations between
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governance, corruption, economic performance and policy coherence.

No single index can capture the complexities of a country's business environment, as each takes a
different perspective. The Doing Business index, covering 190 countries, focuses on the
regulatory framework, using objective measures such as the time needed to start a business,
making it simple to understand and explaining its appeal to policymakers. It also has flaws (as do
all the indices), as many aspects of the business climate are not included, such as corruption and
infrastructure. The Doing Business index also applies solely to mid-sized local firms, overlooking
small enterprises and multinationals, which typically encounter different rules. The WEF's
competitiveness index takes a much broader perspective, assessing factors such as institutions,
skills and innovation, but many parameters are subjective and country coverage is smaller (at
about 140). Additionally, some pillars, such as health and the macro-economy, are based on just
one or two underlying indicators. Regular changes in methodology in both indices make
comparisons over time less reliable. Our business environment rankings cover just four African
countries: Nigeria, Angola, South Africa, and Kenya. The scores for these countries typically
suffer from weak corporate governance and regulation, as well as poorly trained labour forces and,
in countries such as Angola and Nigeria, an over-reliance on hydrocarbons. Nevertheless, despite
the problems of operating in the region, rates of return can be high for those firms that can master
the complicated political environment and regulatory climate.

Doing business in SSA

In the WB Doing Business league, Mauritius tops the regional rankings by a large margin—
coming first in five of the ten components—and stands 13th globally. Tarnishing this impressive
performance is its reputation for facilitating tax evasion. Rwanda ranks second regionally (out of
48 countries), despite dropping nine places globally to 38th. Kenya, third regionally, made a
strong advance globally, rising five places to 56th, to mark a fifth consecutive year of
improvement. Kenya undertook several reforms in the year to end-May (the cut-off point), making
it easier to deal with construction permits, secure an electricity supply, obtain credit, pay taxes
and resolve insolvency, although registering property became harder. Illustrating potential flaws
in the index, however, Kenya ranks first globally for protecting minority investors, which seems
far-fetched. South Africa, fourth in the region, dipped two places globally to 84th, despite
facilitating contract enforcement and, in contrast with Kenya, is sliding over time. Zambia,
Botswana, Togo, Seychelles, Namibia and Malawi complete the SSA top ten. Nigeria's regional
(17th) and global (133rd) rankings are much poorer, although the World Bank named the country
as one of the top ten global reformers this year, alongside Togo. Last year, in contrast, SSA
claimed five of the top ten spots: Djibouti, Togo, Kenya, Cote d'lvoire, and Rwanda.

Competitiveness is a relative concept

Several of the best Doing Business locations in SSA also feature in the regional top 10 in the
WEF's competitiveness index. Mauritius claims top spot (out of 34 countries), to lie 52nd globally,
followed by South Africa, which posted a seven-place global rise to 60th, on the back of a strong
improvement in its underlying score, especially in the institutions category. Seychelles came third,
Botswana fourth, Namibia fifth, Kenya sixth and Rwanda seventh, with both Namibia and Rwanda,
like South Africa, registering solid advances. Ghana, Cabo Verde and Senegal (114th globally)
rounded off the top 10. A large majority of SSA countries posted higher scores in the 2019 WEF
index, but only nine made ranking gains and, by extension, competitiveness gains.

List-topping countries

Given the close links between good governance and economic performance, it comes as no
surprise that SSA's top-ranked states in the CPI and the Democracy index feature many of the
same names. Seychelles leads the corruption rankings, followed by Botswana, Cabo Verde,
Rwanda, Namibia, Mauritius, Senegal and South Africa. In terms of democracy, Mauritius leads
from Cabo Verde, Botswana, South Africa, Lesotho, Ghana, Namibia and Senegal, with other
countries falling below the threshold for being rated as democratic. Yet another league, the Fragile
States Index, is similar, with the least fragile SSA countries being Mauritius, Seychelles,
Botswana, Ghana, Namibia, Cabo Verde, Gabon and South Africa.

From a broad perspective, the countries that appear in the top 10 in all five indices—Botswana,
Mauritius, Namibia and South Africa—can be seen as the most favourable business locations.
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South Africa's orbit extends to the other three, to varying degrees. Cabo Verde, Ghana and
Seychelles (with four top tens), Rwanda and Senegal (with three) and Benin, Kenya, Lesotho and
Zambia (with two apiece) all hold promise but each has particular challenges. Kenya, for example,
ranks well on regulations and competitiveness, but falls down on corruption and democracy.
Senegal's main weakness is excessive regulation, while Rwanda's primary flaw is a democratic
deficit.

The various indices highlight two main factors. SSA is advancing in absolute terms, by cutting
red tape for example, but is failing to make gains compared to other regions. Second, regional
gains are concentrated in a select group of countries, while others risk lagging behind. In the
medium term, SSA will start making gains vis-a-vis other regions, as they reach the limits of
improvement, although divergences and disparities within SSA will be more persistent. SSA is
clearly open for business but the indices can provide no more than a snapshot, sometimes fuzzy,
of the operating environment in the region's diverse markets.

Inauspicious timing for 2020 launch of "eco" currency

November 12, 2019

Leaders from the Economic Community of West African States (ECOWAS) have decided that
their long-planned common currency will be called the eco and will be launched in 2020. France
has reaffirmed its openness to reform of the CFA franc, which eight members of ECOWAS, as
part of the Union économique et monétaire oust-africaine (UEOMA), currently use. The
currency is pegged to the euro and is guaranteed by France, but the French government has now
reconfirmed that it will back reform if African leaders want it. But the immediate value of
switching currency will be lost if UEOMA countries cannot convince others in ECOWAS to
sign up.

ECOWAS states collaborate closely on political and security matters, but economic integration
has lagged behind. The bloc first adopted the goal of a common currency as far back as 2000, but
until recently it was a distant aspiration. The project is now establishing a basis in concrete
monetary proposals, but there remain serious obstacles, both practical and political.

e There are sharp contrasts, for example, between the needs of Nigeria, as a large oil exporter
looking to diversify its economy using import controls, and those of its smaller neighbours
reliant on agriculture and mining.

¢ A lack of consensus on monetary policy. UEMOA maintains tight monetary discipline, imposed
by its common central bank based in Senegal and required by the peg to the euro. By contrast,
Ghana and Guinea have taken a more relaxed monetary approach, with bouts of higher inflation.
Nigeria uses monetary policy to support an overvalued official exchange rate.

¢ Difficult questions also exist over political authority and sovereignty. For the CFA franc
countries, which in the past 60 years have only devalued once (in 1994), it would mean
exchanging their currency anchor for governance by a central bank influenced by other
countries proposing a more relaxed monetary stance. And in reality the monetary union could
easily translate into de facto Nigerian control. This is if Nigeria could be persuaded to join, and
abandon an economic system propped up by protectionism.

Nevertheless, over the past 20 years West African leaders gradually crystallised their commitment
to the notion of a common currency, and there have been numerous intervening steps towards
such integration. These include a Common External Tariff (2015), a market and regulator for
crossborder electricity trade (2018) and the African Continental Free Trade Area (2019). Practical
realities have, however, revealed an element of romantic idealism in the plans. In October Nigeria
closed all its land borders with neighbouring countries. Ostensibly this was aimed at stopping
smuggling (which reflected efforts to bypass import bans), but a desire to support the country’s
trade balance and the overvalued naira is also likely to have influenced the decision. It is hurting
the economies of its neighbours, and casts serious doubt over Nigeria's commitment to pan-
African trade.

Pressure for change for some

Despite serious challenges, political pressure to ditch the CFA franc, especially from urban youth
and radical intellectuals, has gradually altered the mood across UEMOA, and that bloc is leading
calls for the new currency. Critics of the CFA franc regard it as a hangover from French colonial

Country Report 1st Quarter 2020 WwWw.eiu.com © Economist Intelligence Unit Limited 2020

231



Senegal

34

rule and a tool for perpetuating French influence. They resent the fact that member states place
part of their foreign-exchange reserves in deposit accounts at the French Treasury, as part of an
arrangement to underpin the latter's guarantee of the CFA franc's peg to the euro, at CFA655.957:
€1. Although the reserves system is essentially a technical procedure, the notional transfer of
savings to the region's former metropole has become a totemic issue. Clearly this is a UEMOA-
specific complication, and for the rest of ECOWAS, much of which is anglophone with no
historical ties to France, there is less of the same political pressure for a new monetary system. It
is asking a lot of these countries to risk sudden revaluation or devaluation of their currencies and
to give up monetary independence without there being the same background reasons for

doing so.

Obstacles removed

On its own, a shift in the political weather might not have been sufficient to push the UEMOA
states towards change. But other factors have altered too, leading the bloc to look more
favourably on the idea of the eco. Most notably, France is open to change. On a visit to Burkina
Faso in 2017 the French president, Emmanuel Macron, said that if countries using the CFA franc
opted to change their currency arrangement then his government would oblige. In October 2019
his finance minister, Bruno Le Maire, reaffirmed the message, albeit in more nuanced terms by
stressing that the decision was one for African governments.

Converging step by step

The decision at a June 2019 ECOWAS summit to impose convergence criteria for membership of
the eco was an essential step towards a new currency, mirroring what European countries did in
launching the euro. But it also laid the diplomatic groundwork. States can adopt the eco at
different times, but the currency could be launched as soon as a core of member states was ready
to take part. Stated differently, countries not using the CFA franc like Nigeria need not hold up the
launch. The benefits of a single currency rapidly diminish, however, if the region's biggest market
is not a part of it.

UEMOA states are the first movers

The eight CFA franc countries later met for a summit on July 12th and the Ivorian president,
Alassane QOuattara, then announced that the group would become the initial adopters of the eco.
A phased strategy has been envisaged.

e In 2020 the UEMOA states will replace the CFA franc with the eco. Instead of being kept in
French accounts, the "overseas" slice of foreign-exchange reserves will be divided among
deposit accounts at the central banks of major trading partners. Initially they will maintain the
fixed rate to the euro but de facto the rules and institutions of UEMOA will become the start-up
structure for the new currency. The intention to retain the existing peg reflects past experience;
devaluation of the CFA franc in 1994 was met with furious protests from urban populations
angry about the rise in the price of imported basics such rice, meat and wheat flour.

e Over subsequent years the technical ground will be prepared for an eventual move to a
new exchange rate based on a basket of the currencies of major trading partners—which will
therefore have a hefty US dollar component, alongside the euro.

e Other countries will join the eco when they are ready and once the currency is based on
the basket valuation.

The eco could simply be the CFA franc rebranded

The biggest political obstacles to the first stage of the reform and the initial creation of the eco
among UEOMA states—which are best prepared for it—now seem to have been largely
overcome, but completing the phased introduction of a floating currency remains a multi-year and
possibly decades-long undertaking. Moving away from the French guarantee invites severe levels
of currency risk at a time when the Banque Centrale des Etats de I'Afrique de I'Ouest (BCEAO, the
UEOMA bloc's central bank) has declining foreign reserves with which to support a new currency
that breaks from France. A slowing global economy, which has consequences for the price of oil
—a key export among members of UEOMA—means that the timing of a 2020 launch is
inauspicious. It would appear that there is no rush judging by official comments either. Benin's
president, Patrice Talon, has said that leaders in UEOMA want foreign reserves transferred from
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France to the BCEAO to afford it more monetary control, but he refused to put a timeframe on
when it would happen.

There may also be a desire to wait until Nigeria changes its insular approach to national
development, if indeed that ever happens. Currently the government there protects agriculture
and manufacturing through a ban on hard currency being used for imports. If all regional trading
partners used the eco, then the tools currently being used for protectionism would be completely
undermined. Without a shift on this, the eco just becomes a cosmetic rebranding of the CFA franc
minus the guarantees that currently make the peg a credible foreign-exchange regime. Unless
Nigeria can be persuaded to join, the eco will provide little in the way of economic benefit, and
could even result in a loss in investment. It may be that the eco remains on the shelf for several
years (or more) to come.

Remittances surpass FDI flows into Sub-Saharan Africa

December 13, 2019

Remittance flows into Sub-Saharan Africa (SSA) increased by 10.3% to US$46.2bn in 2018,
and provisionally rose again in 2019, according to updated World Bank figures in October. The
sum comfortably surpassed foreign direct investment (FDI) inflows of US$31.6bn in 2018—
based on the latest World Investment Report from the UN Conference on Trade and Development
(UNCTAD)—highlighting the importance of remittances to the balance of payments and the
wider economy. FDI may be more valuable on a per dollar basis than remittances, of which a
significant portion is used for consumption or for investment in less productive assets (such as
real estate)}—and sometimes for political party funding—but FDI is more volatile, is often
focused on minerals and oil (which have limited employment potential) and can be withdrawn.
Diaspora remittances will continue to make a vital contribution to several SSA economies,
facilitated by information and communications technology (ICT), although, as with FDI, not all
countries are benefitting.

Certain conditions need to be met for a country to receive a high level of remittances. Key
requirements are a sizeable expatriate population (preferably skilled and living in richer countries),
a functioning banking system (both to facilitate and to measure financial flows) and, increasingly,
an accommodating ICT environment, to speed up transfers and reduce their costs, which remain
high in most parts of SSA. Countries with close links to the former leading colonial powers, the
UK and France, are well represented in the remittance league.

The leading remittance recipients

Topping the SSA remittance stakes is Nigeria, by a large margin, with inflows rising by 11% to
US$24.4bn in 2018—dwarfing FDI of US$2bn—and accounting for more than half of the regional
total. Nigeria's dominant position stems from having the largest population in SSA (191m) and
high levels of remittances per head. Ghana lies second on the list (with US$3.5bn in 2018),
followed by Kenya (US$2.7bn), Senegal (US$2.4bn), the Democratic Republic of the Congo (DRC;
US$1.8bn), Zimbabwe (US$1.7bn), Uganda (US$1.2bn), Mali (US$0.9bn), South Africa (US$0.9bn)
and Togo (US$0.5bn).

In per capita terms, a slightly different picture emerges. Excluding four small island states (Cabo
Verde, Comoros, Sdo Tomé and Principe and Seychelles), the leading per capita recipient is
Lesotho—on US$201 per head—because of large flows of migrant workers to South Africa. For
the same reason eSwatini lies sixth in the per capita list (on US$106). As a result, South African
remittance flows are negative on a net basis, unusually for SSA. Senegal comes second (on
US$156 per head), followed by Nigeria (US$133), Ghana (US$128), the Gambia (US$112), eSwatini,
Zimbabwe (US$104), Liberia (US$82), Togo (US$64) and Djibouti (US$61). Kenya lies in 11th place
on US$58 per head. The top 10 countries in terms of remittances as a proportion of GDP are very
similar, but South Sudan and Mali enter the list at the expense of Djibouti and eSwatini.

Remittances and stability

The evidence is not clear cut as to whether more stable countries, both in political and in
economic terms—such as Ghana, Senegal and South Africa—tend to attract higher remittance
flows. Strong remittance flows to Nigeria (which is less stable) and especially to the DRC and
Zimbabwe (which are both unstable) show that remittances are driven as much by necessity, as
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by opportunity. In Zimbabwe's case, remittances are a lifesaver for many households. The
question of whether currency stability facilitates inflows is similarly uncertain. Senegal, Mali and
Togo no doubt benefit from their mutual currency's fixed link to the euro, which gives greater
certainty to senders and recipients of funds. The rand monetary zone (including eSwatini, Lesotho
and Namibia) similarly benefits flows in southern Africa, despite the South African currency's
volatility vis-a-vis the US dollar. From another perspective, strong flows to countries such as
Nigeria and Ghana suggest that currency weakness is not always a major impediment to
remittances, and can sometimes boost flows, because recipients gain more in local currency.

Correlations with FDI

A degree of correlation exists between the leading recipients of remittances and FDI but there are
also outliers. Six countries feature in the top 10 for both remittances and FDI inflows—Nigeria,
Ghana, Senegal, South Africa, Kenya and Uganda—and in all cases, except South Africa and
Uganda, remittances exceeded FDI in 2018. Stronger in FDI but weaker in remittances are Congo,
Mozambique, Tanzania and Ethiopia, with the latter suffering from weak, state-run banks and ICT
firms. Planned reforms in Ethiopia, including the opening of closed sectors to private firms, could
give a major boost to remittances, given its large expatriate population, especially in the US.
Conversely, Mali, Senegal, Togo and Zimbabwe are weaker on FDI but stronger on remittances.
As a qualification, however, measuring flows of both FDI and remittances in SSA is difficult and
the data are subject to frequent revision.

To maximise the benefits, SSA governments should make efforts to facilitate remittances, in line
with longer-standing policies to promote FDI. Action to boost remittances can be indirect, such as
nurturing the emergence of a dependable and efficient financial and ICT framework, and also
direct, as illustrated as Kenya's now-expired amnesty for repatriated funds, which gave a
significant boost to remittance inflows in 2018. Senegal's decision to create parliamentary seats for
the diaspora in the 2017 legislative election is also a potential remittance-booster, by giving
expatriates a direct political stake in their home country. Remittance flows also face threats,
especially tougher policies towards migrant workers in the key US market (the main source of
remittances for Kenya, for example) and in some EU countries, such as Italy. Possible links
between remittances and money-laundering are under-researched, but could cause problems in
future. Despite some challenges, remittances will remain a key source of funding in SSA, bolstered
by digital innovation.
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A chronology of key events:

8th century - Present-day Senegal is part of the Kingdom of Ghana.

11th century - Tukulor people occupy lower Senegal valley.

12-14th centuries - Rise of the Jolof empire.

1440s - Portuguese traders reach Senegal river estuary.

1588 - Dutch establish slave port on island of Goree.

1659 - French found St-Louis at the mouth of the Senegal river; it becomes a key slave-trading port.
1677 - French take over island of Goree from the Dutch.

1756-63 - Seven Years' War: Britain takes over French posts in Senegal, forms colony of Senegambia.
France regains its holdings during American Revolutionary War of 1775-83.

1816 - Britain returns French holdings captured during Napoleonic Wars.

Late 1800s - France extends its influence, gains control of all the territory of Senegal.
1895 - Senegal becomes part of French West Africa.

1914 - Blaise Diagne elected as Senegal's first African deputy to French parliament.
1946 - Senegal becomes part of the French Union.

1956 - National Assembly established.

1958 - Becomes an autonomous republic, as part of the French Community.
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Independence
1960 June - Senegal becomes independent, as part of Mali Federation.

1960 August - Senegal pulls out of Mali Federation, becomes separate republic with Leopold Senghor as
president.

1962 - Attempted coup led by Prime Minister Mamadou Dia.

1963 - First constitution drawn-up.

1966 - Senghor's Senegalese Progressive Union becomes country's sole political party.
1978 - Three-party political system introduced.

1981 - Leopold Senghor steps down; Abdou Diouf becomes president in 1981.

1982 - Senegambian Confederation formed; Senegal and neighbouring Gambia aim to combine military and
security forces. Dissolved in 1989.

1982 - Separatists in southern province of Casamance form Casamance Movement of Democratic Forces.

Political change

2000 March - Opposition leader Abdoulaye Wade wins second round of presidential elections, ending 40
years of Socialist Party rule.

2001 January - Voters back new constitution which shortens presidential term, limits holder to two terms, and
gives president power to dissolve parliament.

2001 March - Government signs peace accord with separatist rebels in Casamance. But there is little follow-
up as separatists go through splits and leadership changes.

2001 April - Abdoulaye Wade's Senegalese Democratic Party wins an overwhelming majority in
parliamentary elections.

2004 December - Casamance Movement of Democratic Forces and government sign pact aimed at ending
secessionist struggle in province of Casamance.

Tariff row

2005 October - Dispute with neighbouring Gambia over ferry tariffs on the border leads to a transport
blockade. The economies of both countries suffer. Nigerian President Olusegun Obasanjo brokers talks to

resolve the issue.
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2006 August - The army launches an offensive against rebels from a holdout faction of the Casamance
Movement of Democratic Forces.

2006 December - Spain and Senegal agree a series of measures to curb illegal migration to the Canary
Islands. Spain is to give 4,000 Senegalese temporary work permits over the next two years.

2007 June - President Wade's ruling coalition increases its parliamentary majority in elections boycotted by
the opposition.

Habre trial moves

2008 April - Senegal's national assembly amends the country's constitution to allow the trial of Chad's ex-
leader Hissene Habre, who is accused of human rights abuses during his eight years in power.

2009 March - Opposition parties win control of several cities in local elections, including Dakar, formerly a
stronghold of President Wade.

2009 April - Belgium starts proceedings at the International Court of Justice in The Hague to try to force
Senegal to bring former Chadian President Hissene Habre to trial for alleged human rights abuses during his
time in power.

2009 May - UN court accepts Senegal's pledge to keep in Hissene Habre in the country ahead of trial for
rights abuses.

2009 September-October - Clashes between troops and rebels in the province of Casamance.

2010 April - France gives up its military bases in the country.

Change of leader
2012 March - Macky Sall wins presidential elections, and his coalition wins July parliamentary elections.

2012 September - MPs abolish the upper house, the Senate, and the post of vice president in an effort to
save money for flood relief. Critics say the aim is to weaken the opposition.

2013 July - The Senegalese authorities arrest former Chadian President Hissene Habre in Dakar and put him
on trial him for crimes against humanity committed in Chad under his rule.

2014 April - Rebel leader Salif Sadio, who had been fighting for the independence of the Casamance region,
declares a unilateral ceasefire.

2015 January - Senegal expels leading Gambian opposition figure Cheikh Sidya Bayo to France, accusing
him of being a threat to public order.

2015 March - Karim Wade, the son of former President Abdoulaye Wade, is jailed for six years for illicit
enrichment while serving as a minister under his father, in what critics say is a politically motivated case. He
is pardoned in June 2016 and leaves the country.

2016 March - Voters in a referendum approve a proposal to reduce the presidential term from seven years to
five.
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2016 May - Former leader of Chad Hissene Habre is found guilty of crimes against humanity and sentenced
to life in prison by an African Union-backed court in Senegal.

2016 October - France drops long-standing warning against travel to Casamance region, in a move likely to
boost the important tourism sector.

2017 January - Senegalese troops gather on Gambian border ready to enforce transfer of power under
ECOWAS regional mandate after President Jammeh refuses to step down on losing presidential election.

2017 April - Thousands protest in the capital Dakar against the president, demanding the release of several
of his political opponents.

2017 August - Parliamentary elections. President Sall's coalition wins more than two-thirds of the seats.

2018 March - Khalifa Sall, the mayor of Dakar and potential rival of the current president in next year's
election, is convicted and jailed for corruption.
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Africa

Hilary Matfess

In Sub-Saharan Africa, the movement of populations, proliferation of violent,
nonstate actors, expansion of criminal networks, and continued weakness of
governance indicators all present serious challenges in the short, medium,
and long term. Reevaluating American partnerships on the continent and
reinstating the principle of first doing no harm are critical if the United States is
to achieve its objectives in the region and strengthen multilateral partnerships
to advance our global security agenda.

hough often relegated to the back burner of American foreign policy

deliberations, developments in Sub-Saharan Africa have garnered
increased attention in recent years. The U.S. Strategy Toward Sub-Saha-
ran Africa identified four “strategic pillars” that American policy would
strive toward on the continent: “the strengthening of democratic insti-
tutions, spurring economic growth, trade, and investment, advancing
peace and security and promoting opportunity and development.” The
assumption underlying all of these objectives is that progress will be
enabled by strong partnerships with countries and regional blocs across
the continent.

The majority of these strategic priorities are economic; one could
also argue that some of the most publicized American initiatives toward
Sub-Saharan Africa are focused on catalyzing economic growth. Power
Africa’s goal of bringing electricity to 60 million new people across Africa
has been marketed as necessary for industrialization and development.?
The African Growth and Opportunity Act, passed in 2000 and subse-
quently renewed, abides by the logic that expanding preferential trade
policies to African countries will result in the sort of growth necessary for
human development and peace-building.’

As the dependence on strategic partnerships and emphasis on eco-
nomic goals suggest, Africa is a low priority for America’s national securi-
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ty agenda, despite increased attention over recent decades. The threats to
American security and prosperity emanating from the region are largely
indirect, and the overarching American strategy toward Africa has been
to maintain a minimal presence. Troubling developments in Sub-Saha-
ran Africa have been overshadowed by events elsewhere. The creation
of U.S. Africa Command (USAFRICOM) in 2007, however, signaled the
growing recognition that these indirect threats demand some sort of se-
curity-oriented response.

Unfortunately, certain aspects of American policy in the region have
proved counterproductive to our efforts to stabilize the region and pro-
mote democratic state-building. “Strategic partners” is all too often a
euphemism. American alliances and capacity-building initiatives have
often endowed us with strange bedfellows, including governments that
harass their own populations and sponsor rebel groups across borders.
As Stephen Watts reflected, the “strategic implications of failed [Sub-Sa-
haran Africa] policies extend beyond the direct and immediate conse-
quences in the partner nation. Perhaps most obviously, the United States
risks being ‘tarred by the brush’ of partner governments who act abusive-
ly toward their own populations.”™

Often, the nature of the aid extended by the United States to African
counterparts is given more consideration than the host-nation system it
enters. This generally reflects the lack of institutional expertise concern-
ing Sub-Saharan African countries and their politics in the U.S. Govern-
ment, but it is also a by-product of recipient countries’ manipulation of
this bureaucratic blind spot. Just as it is unhelpful to conceive of spaces
as being “ungoverned,” disregarding the agency of African counterparts
undermines the pursuit of U.S. objectives. If these objectives are to be re-
alized on the continent, more attention must be paid to the local contexts
in which operations occur and to the characteristics of the institutions
with which the United States partners. A light footprint cannot be syn-
onymous with insubstantial local knowledge.

American policymakers must focus on cultivating effective partner-
ships to achieve the strategic objectives laid out by recent U.S. Presidents
regarding the institutionalization of rule of law, democratization, and
economic growth. Given current social, political, and economic patterns,
the coming years herald dramatic change throughout Sub-Saharan Afri-
ca; if America is to maintain a light footprint on the continent, plans must
be crafted and implemented today to help African partners ameliorate
current problems and prepare for coming climatological, demographic,
and ideological shifts. This will require a broader conceptualization of
“security,” as a number of the challenges African countries face do not fall
within the traditional security realm. A holistic approach to security will
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require interagency harmonization rather than merely an expansion of
USAFRICOM’ mandate. If handled properly, partnerships with African
countries could enhance the prospects for peace and economic growth,
as well as further American strategic and normative objectives globally.
Cultivating partnerships with the 48 countries in Sub-Saharan Africa can
also translate into more support for American positions in multilateral
forums such as the United Nations (UN).

A Continent on the Move

Contradicting long-held tropes about the static nature of its cultures and
societies, Africa is a continent in flux. Seasonal migration, often related
to pastoralism and agricultural schedules, has long been a characteristic
of communities in Africa. This migration often crosses borders, creat-
ing issues of cooperation for neighboring African states. Compounding
these flows are the proliferation and movement of displaced populations
across the continent. The adjustments made to accommodate transient,
displaced, or seasonal populations have at times placed a measure of
stress on host populations; this has resulted in low-intensity violence in
a number of regions across the continent, as groups compete over land
and other scarce resources.

There are two emerging patterns of migration in Africa that have
significant consequences for the stability and security of the continent:
climate change-related displacement and urbanization. Both of these
phenomena strain legal, agricultural, and social systems across the sub-
continent and show signs of increasing in size and speed in coming years.

Climate change will radically alter the productive capacity of a num-
ber of agricultural regions across Africa, primarily through shifting pre-
cipitation patterns. Considering that an estimated 70 percent of Africans
are employed by rain-fed agriculture (which constitutes an estimated
30 percent of the continent-wide gross domestic product), the effects
of even a small change in rainfall patterns could be enormous. There
is a looming possibility of a food crisis as agricultural productivity is
depressed amid booming African demographics. The result of these pat-
terns, according to Calestous Juma, is that Africans “already see climate
change and security though the same lens.” The U.S. analytical frame-
work must catch up to that of our regional counterparts. Numerous
studies have suggested a link between food prices and civil unrest; given
the profound disconnect between many African heads of state and their
young populations (to be discussed later in this chapter), a rise in food
prices could kick off the sort of ill-fated political revolutions that charac-
terized the Arab Spring,.
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The conflict in Darfur illustrates the potential scale of instability relat-
ed to climate change. The conflict, which claimed an estimated 400,000
lives and displaced millions, has been described as the first “modern cli-
mate-change conflict” by Jeffrey Mazo, due to the role that prolonged
drought played in fomenting violence.® Just as the tragedy in Darfur
foreshadows the coming contflicts from climate change, it illustrates the
shortcomings of the existing mechanisms to respond to such violence.”
Though then-President George W. Bush and Secretary of State Condo-
leezza Rice both traveled to the region and described the conflict as geno-
cide, the United States failed to “put any real pressure on the Sudanese
regime.”® The result was not only a humanitarian disaster but also a geo-
political crisis for neighboring countries attempting to absorb refugees.

Along with climate change, urbanization poses a particular and daunt-
ing set of challenges to policymakers. The rapidity and lethality with
which Ebola spread through West Africa in 2014-2015 were, in part, due
to the disease entering urban areas for the first time.® The lack of state
capacity to engage in proactive urban planning exacerbates the compli-
cations inherent to urbanization, as nearly all of the growth in urban
populations is more accurately described as an increase in slum-dwelling
populations. With less access to state services, less security, and fewer
resources, slums act as incubators for violence and criminality.

One of the most obvious weaknesses of African states has been their
inability to secure a monopoly of the legitimate use of force within their
borders. The number and influence of armed groups in the region can
be attributed both to the weak institutions of the state as well as to a
huge surplus of small arms and light weapons circulating throughout the
continent. The UN Office on Drugs and Crime (UNODC) notes, “Given
the number of weapons still circulating from past conflicts in the region,
there is very little need to import large numbers of weapons into West
Africa.”® Urbanization will entail not only increased population concen-
tration but also a concentration of the small arms and light weapons that
they bring with them. If improperly managed, urbanization in African
may give rise to new waves of violent instability.

The Rise of Islamist Terrorism and Militia Groups

Perhaps the most obvious militia-related development in Sub-Saharan
Africa in recent years—and the one that most directly affects American
security interests—has been the rise of Islamic terrorism. While Islam
has long been a critical part of African societies and political economies,
violent mobilization around Salafist jihadism is relatively new. Prior to
2001, there were no designated foreign terrorist organizations in Sub-Sa-
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haran Africa.! Today Nigeria (and the broader Lake Chad region) is
struggling with Boko Haram, Kenya and Somalia are still grappling with
al Shabaab, and the Sahel is afflicted by al Qaeda in the Maghreb and An-
sar al Dine. Though these groups have sworn allegiance to global jihadist
movements, they all arose out of specific socioeconomic contexts and
political systems; they evolved from campaigning on local grievances to
broader issues. Countering Islamist terrorism in Sub-Saharan Africa will
require not only identifying the international ties of these groups but also
recognizing the domestic roots of their discontent.'? These armed groups
have taken advantage of not only the weakness of African states but also
the rising criminality across the continent (addressed below) and the
popular discontent of much of the population.'* With such low trust in
the state’s security sector and political orientation, it is no surprise that
antigovernment movements have generated significant support. Civilian
support for antigovernment groups has made it difficult to counter them.
Furthermore, given porous borders, transnational kinship networks,
and displacement patterns that characterize the region, domestic armed
groups frequently have regional consequences.

Though these groups are motivated by domestic grievances, they
often have foreign sponsors. The foreign dimension of domestic rebel
groups threatens regional stability, as governments often engage in tit-
for-tat sponsorship of antigovernment militias.'* The states sponsoring
these militias typically benefit (politically and/or financially) from the
development of a “war economy” in their neighboring states; the incen-
tives are thus perverted for regional peace efforts, as some of the actors at
the table may not be earnestly interested in brokering peace. The vested
interest of some countries in fomenting instability limits the capacity of
the United States to cultivate effective partnerships on the continent; this
is compounded in instances where the U.S. Government lacks subject
matter expertise regarding intracontinental geopolitics.

The proliferation of vigilante and pro-government militia groups
highlights the weak position and lack of capacity of African states; se-
curity has been decentralized to unofficial community levels. This “de-
mocratization,” however, is not accompanied by the development of ac-
countability mechanisms, creating the conditions for impunity.’> Some
recent troubling research has suggested that “informal ties to militias
[are] a deliberate government strategy to avoid accountability” and has
correlated weak democracy and foreign aid to such ties.'® Even following
the cessation of conflict, the existence of such groups complicates the
peace-building process. These groups at times “feel a sense of entitle-
ment for some reward or recognition for their contribution to the gov-
ernments ‘victory.”’
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Transnational Criminal Groups

Civil governance in Sub-Saharan Africa is also challenged by highly or-
ganized and often transnational criminal groups. Criminal actors have
made use of the improved infrastructure and economic profile of a num-
ber of African communities, while exploiting the gaps in governance and
capacity to operate criminally.'® Development projects in Africa oversee-
ing the expansion and legitimization of state authority have unwittingly
empowered criminal actors.

Criminal networks have become a central feature of a number of Afri-
can economies, and the region is rising in importance to global criminal
networks. Andre Le Sage has described Africa as a “duty free’ port for
organized crime.”"” The World Bank estimated in 2009 that organized
crime in Sub-Saharan Africa brought $1.3 trillion to the region, and UN-
ODC research suggests that 7 to 10 percent of illicit global trade is linked
in some way to Sub-Saharan Africa.* Since transnational criminal flows
often manifest in distinctly domestic crime (such as robbery, murder,
and extortion), there has been insufficient regional attention paid to the
effects of criminality in favor of treating the domestic symptoms.*!

The scope of criminal activity in Sub-Saharan Africa is nearly as as-
tounding as its scale. The drug trade, human trafficking, arms and wild-
life trafficking, and cyber crime are all major criminal activities that show
signs of expanding and entrenching their networks. The convergence and
mutually reinforcing relationship between criminal syndicates and other
destabilizing forces pose a daunting challenge to African governments.

For example, both coasts on the continent are critical transit points
in the international drug trade: cocaine in West Africa and heroin in East
Africa. These narcotics flows appear to be on the rise. It is estimated that
two-thirds of the cocaine consumed in Europe has passed through West
Africa; the UN estimates that the region is a corridor for $1.25 billion
worth of cocaine every year.”> Human trafficking also afflicts the conti-
nent; in East Africa, many people are trafficked to the Middle East, while
many from West Africa and the Sahel cross the Sahara desert to reach
Europe. In Western and Central Africa, women and children have been
especially susceptible to trafficking for sexual exploitation and forced
labor in Europe and other places.”

As mentioned, a significant number of arms circulates throughout
the continent, frequently through criminal networks. Wildlife trafficking
has gained international attention in recent years, as emerging markets’
taste for luxury goods like ivory has driven a rise in elephant poaching.
Internationally, illegal wildlife trade is valued at $7 billion to $23 bil-
lion annually** This places it as the fourth most profitable illicit sector,
behind drug trafficking, human trafficking, and counterfeiting. African
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wilderness areas, prized for their exoticism, are particularly affected by
the rise in this trade.”

Counterfeit goods, including electronics, apparel, and medicine, pop-
ulate markets across the continent. It has been estimated that counterfeit
anti-malarial pills generate over $400 million annually in revenue. Such
a trade not only empowers criminal networks but also undermines pub-
lic health initiatives and exacts a tragic human toll.?®

Africa is also the fastest growing region in the world for cyber crime.
Experts estimate that 8 in 10 personal computers on the continent are
infected.?” While that threat may seem like merely a drag on African
growth and development, the rise and spread of cyber crime in Sub-Sa-
haran Africa represents one of the most tangible threats to American
national security. Infected computers can be manipulated, from a central
hub and without owners’ knowledge, to pass along information regard-
ing transmissions.

The proliferation of criminal trades and networks helps set the stage
for further criminality; thus they constitute a threat through their imme-
diately destabilizing effects and their secondary effects of institutionaliz-
ing networks of criminality. The Global Initiative Against Transnational
Organized Crime notes that as “networks of corruption and collusion
[are] established, they [are] well placed to adapt to flows of other illicit
goods, assuming that the price [is] right.”?® As the National Intelligence
Council noted in 2011, “Terrorists and insurgents increasingly will turn
to crime to generate funding and will acquire logistical support from
criminals.”® Already the lucrative practice of kidnapping for ransom is a
tactic shared by terrorist groups and criminals from the Niger Delta to the
coast of Somalia. Though claims that all criminal activity has coalesced
into a single network are overblown, it is undeniable that there has been
convergence between illicit networks seeking to circumvent the state and
armed groups seeking to undermine it. As Erik Alda and Joseph Sala note:

cooperation between terrorists and criminal networks takes
place when each group determines that their inherent fear
of contact outweighs the risks. While collaboration might
deliver some mutual benefits and/or satisfy some organiza-
tional necessity, there are common disincentives to affect-
ing such partnerships including increased and unwanted
attention and surveillance, fear of compromising internal
security through infiltration and the heightened prospect of
capture. Such contact routinely takes the form of “pay-as-
you-go” operations, one-off instances of customer—service
provider relationships.*
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The potentially destabilizing nature of these partnerships was high-
lighted in 2012, when al Qaeda in the Maghreb and Ansar al Dine, both
of which are Salafist jihadi sects, partnered with Tuareg separatist groups,
which have robust historical connections to illicit trade networks, and
declared the independence of northern Mali. Moreover, the development
of criminal networks across northern Mali has weakened the already ane-
mic state presence in the region, making it all the more difficult to count-
er radical armed groups there. The situation in Mali became so dire in
2012 that France was compelled to intervene to restore order and main-
tain the country’ territorial integrity; the expansion of criminality and
the deepening of the crime-terror nexus could advance to a stage where
the United States is also forced into a similar intervention, if preventive
measures are not taken.*!

Even more troubling than the convergence of terrorism and crim-
inality across Africa are the instances in which the state is complicit.
Guinea-Bissau is a frequently cited example of a “criminal state” in which
the highest rungs of the government’s leadership have been drawn into
criminality. Clearly such complete criminalization represents a challenge
to American security as it reduces the number of eligible partners in the
region. Furthermore, even the incorporation of lower levels of govern-
ment into criminal networks (whether they participate directly in crim-
inal networks or merely accept bribes to allow for the functioning of
these groups) undermines the rule of law, erodes citizens’ trust in their
governments, and increases the odds that the area will be a source of
instability and grievances.*

Governance Challenges
Africa is a young continent. The median age of its population is in the
teens. Development economists speculate that the demographic char-
acteristics of the region could result in a “demographic dividend” that
could jumpstart economic growth. Unfortunately, however, the sort of
economic infrastructure (from jobs and emerging industrial sectors to
educational opportunities and technical training) necessary to absorb
this youth bulge does not exist. Given a UN survey that found 40 percent
of those who joined rebel movements did so because of a lack of jobs,
this youth bulge seems poised to contribute to instability and violence
rather than economic development.** The events of the Arab Spring
could very well be repeated in Sub-Saharan Africa if disaffected youth
also take to the streets.

In general, African youth feel distant from their political systems,
which have often been stagnant for generations. The table gives the
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Table. Africa’s 10 Longest Serving Leaders: Median Age and Length of Current Term in

Office (in Years)

Country Median Age of Population Leader’s Term in Office
Cameroon 18.3 40
Equatorial Guinea 19.4 36
Angola 17.9 36
Zimbabwe 20.2 35
Uganda 155 29
Sudan 19.1 26
Chad 17.2 24
Eritrea 19.1 24
The Gambia 20.2 21
Republic of the Congo 19.8 18

median age and length of the current term in office of Africas 10 lon-
gest-serving leaders. The lack of economic opportunities, coupled with
unresponsive, static political systems, could contribute to an increase
in rebel movements and violent conflict. Recent reversals in term-limit
restrictions, particularly in the Great Lakes region and East Africa, could
further such destructive dynamics.

Another troubling pattern that aggravates discontent is security forc-
es’ violence against civilians. This pattern has extended beyond the
high-profile incidences of state-sponsored killings and genocides that
the world witnessed in Rwanda, the Sudans, and eastern Democratic
Republic of the Congo to the point that low-grade predation by security
forces is routine in many African countries. Transparency International
found that the police are perceived as the most corrupt institution in
Sub-Saharan Africa; according to a recent Afrobarometer report, “On av-
erage, 42% of citizens say ‘most’ or ‘all’ police are corrupt.”* Obviously, a
corrupt and ineffective police force reduces security by hampering states’
ability to respond to challenges. As the Center for Strategic and Inter-
national Studies report on police reform in Sub-Saharan Africa noted,
“Many of Africa’s current and emerging security challenges are more ap-
propriately addressed in the first instance by competent and professional
police forces than by military forces.” The report suggests that because
the police’s “interface with the public is far wider than that of the mili-
tary, effective police forces can play a critical role in public safety, civilian
protection, and conflict protection.”” The lack of confidence in African
police incentivizes the aforementioned troubling trends of community
policing and vigilantism. Reports of rampant torture, corruption, and
violence against civilians suggest that security-sector reform, aimed at
improving the professionalism not only of African militaries but also of
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their police services, must be central to American policy in the region.
Such reforms could imbue citizens with greater trust in their govern-
ments and ameliorate some of the insecurity in the region.

Refocusing and Improving U.S. Policy in Sub-Saharan Africa

U.S. objectives in Sub-Saharan Africa center on creating an environment
in which direct intervention to mitigate conflict and alleviate humanitar-
ian disasters is unnecessary. A corollary to this objective is American in-
terest in preventing criminality and destabilizing factors from expanding
beyond Africa’s borders. Though African issues are usually on the policy
back burner, sound and effective regional policies can reduce the chance
that the problems and challenges discussed above will metastasize into
direct threats to core U.S. interests. Many have noted that, in the absence
of robust American commitment, other countries have expanded their
investment activities.

The People’s Republic of China, for example, is now Africa’s largest
trading partner and is deeply engaged in trade, banking, energy, and
infrastructure projects. Some 800 Chinese corporations are active in Af-
rica. Chinese-African trade approached $300 billion in 2015, far more
than traditional investors such as France and the United States. Though
actual direct foreign investment from China lags behind the West, there
is an undeniable increase in China’s presence on the continent. The na-
ture of this increasing influence is worth consideration. Direct Chinese
contributions to authoritarian regimes, including debt forgiveness, is a
genuine concern for those seeking to promote democracy and the rule
of law. While Chinese military interest in the continent appears to be
low, China’s economic engagement with Africa provides useful political
as well as economic advantages, especially in the UN, where dozens of
African countries are represented. China’s rising profile in Africa may not
pose an immediate security concern, but these trends are worth consid-
eration within the broader international balance of power and normative
system.*

Though the establishment of a combatant command represents a sig-
nificant shift in American policy toward engagement in African conflicts,
USAFRICOM is not designed to act as a frequent or rapid responder to
crises. Additionally, it is unclear if it is well-suited to address the soft-
er realms of security that mitigating conflict in Africa will require. The
command should make a point of cultivating regional expertise in Af-
rican affairs. Annual military exercises with African security partners
(such as Operation Flintlock) should become more frequent and should
be complemented by greater bilateral contact. Recognizing African coun-
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tries’ importance to American national security and developing effective
policies in the region require a greater understanding of national and
subnational African politics than currently exists generally within the
Department of Defense.

The current policy of relying on a handful of strategic partners is not
strategically untenable; however, the current choice of partners in the re-
gion is ultimately counterproductive to American policy objectives. Many
of our partnerships are dependent upon individual leaders; their coun-
tries’ trajectories following their departure from power (due to natural
causes, coups, or term limits) are uncertain. U.S. objectives in the region
can benefit greatly from legitimate institutions. Fortunately, the United
States is in a position to help cultivate legitimacy for regional bodies and
institutionalize good governance in individual states. This recognition
leads us to the first two steps in reforming and improving American
policy in Sub-Saharan Africa. First, we should empower regional efforts
through increased support to the African Union (AU) and pan-regional
security endeavors, improving security sector reform programing and
establishing multiyear funding authorities for such programs. Second,
we should recommit to democracy promotion, in particular through a
rethinking of our current strategic partnerships and enhanced funding
for civil society groups and political party training.

An obvious imperative is closer engagement with the African Union.*’
The recent Ebola crisis demonstrated AU capacity to use a security lens
when considering the impacts of soft threats to human security, yet it
remains unclear as to how the continent will cope with the next pan-
demic.”® Identifying how and why certain countries were able to stymie
the spread of Ebola, as well as coordinating continental public health
policies and responses, is critical if we are to develop effective responses
to future public health concerns. The AU is well positioned to take on
such responsibility. Additionally, the African Union could play a valu-
able role as a partner in addressing the threats stemming from climate
change-related displacement and urbanization. The challenge is moving
the AU from a normative body to one that produces tangible policy out-
puts.®® Additionally, engagement with the African Union requires that
the institutionalized impunity for sitting heads of state be revoked and
that the United States work with the AU to promote good governance
and accountability at the multinational level as a priority.

An improved working relationship with and stronger support of the
UN Department of Peacekeeping Operations, the African Union, and
other regional organizations might also strengthen the many different
peacekeeping and peace enforcement missions currently active in Africa.
Through 2015, more than 100,000 peacekeepers were deployed on the
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continent, including 80,000 in nine different UN missions (principal-
ly in the Democratic Republic of the Congo, Darfur, South Sudan, and
Mali), 22,000 deployed under AU auspices in Somalia, and a smaller
mission in Guinea-Bissau run by the Economic Community of West Afri-
can States.* This is far more than a generation ago; despite the increase,
there is still some ambiguity as to which countries should bear the bur-
den of arranging and maintaining peacekeeping operations. Given the
continent’s horrific experiences with genocide and violent conflict, stron-
ger regional organizations backed up by U.S. trainers and enablers make
sense as one way to help prevent future recurrences.

Synchronizing U.S. objectives and priorities among agencies will
strengthen the efficiency of American partnerships at the bilateral and
multilateral levels. At present, interagency communication is lacking;
rather than expanding the mandate of military institutions to include
developmental objectives (and vice versa), interagency lines of commu-
nication should be improved.

Regional interventions to strengthen security systems and promote
postcontflict reconciliation show particular promise; especially with
American support, these efforts could mend relations between govern-
ments and their populations.* Reforming African police forces in partic-
ular has the potential to reap governmental dividends.** These reforms
would not only engender greater civilian trust in their military but also
facilitate security objectives in general. William Rosenau of RAND, echo-
ing counterinsurgency doctrine, argues that “service-oriented, commu-
nity policing, intended to protect the public from serious crime, can it-
self be a powerful counterinsurgency tool by fostering a climate in which
the public freely provides the police with information about security
threats.”*

Security-sector reform, in general, is outside of the mandate of insti-
tutions such as the World Bank, despite their endorsement of the results
and objectives of such reforms. As a result, American partnerships in the
region must promote holistic security-sector reform to cultivate civilian
trust and regional stability. At present, Section 660 of the Foreign As-
sistance Act requires a waiver for the United States to engage in police
training; while it is not an arduous process to obtain such a waiver, even
a small hurdle is a disincentive.*

Military training and education, bilaterally, regionally, and in pan-con-
tinental endeavors, should emphasize respect for the rule of law and
ways of cultivating effective civil-security partnerships rather than mere-
ly focusing on enhancing the tactical capacity of the units in training.
This may require a modification of the current Leahy Law “vetting pro-
cess.” At present, the requirement that military units receiving Ameri-
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can training and support have not committed human rights violations
is unevenly applied and frequently waived. As RAND notes, these re-
quirements do not apply to “most drug enforcement and non-Defense
Department counterterrorism assistance” or to Federal Bureau of Inves-
tigation assistance.* RAND concludes that the “U.S. government needs
to improve its vetting practices by making them more consistent across
programs and agencies and standardizing them across different types of
assistance.” Through this process of review, the definition of military unit
should be reconsidered, as should the withholding of training in cases of
human rights abuses. Training that emphasizes improved civil-military
relations and respect for human rights should be considered in instances
where strategically important partner nations violate human rights prin-
ciples.*® Revamping American legal restrictions on foreign assistance to
improve capacity-building objectives should be a congressional priority.

In addition to rethinking the content of our training programs, we
must reconsider their funding. The lack of multiyear funding authorities
calls into question American commitment to building partner capaci-
ty. Establishing long-term, clearly funded programs telegraphs Ameri-
can commitment more appropriately than episodic engagements. The
United States should recalibrate its continental policy to reemphasize the
importance of security-sector reform enshrining the rule of law through
a revamping of our security assistance programming’s legislative regula-
tion, operational content, and partnering bodies.

While pan-regional efforts deserve more attention than they currently
receive, bilateral relationships must also be reformed to promote good
governance;, American understanding of the political, social, and cultural
relationships that contribute to governance patterns across the continent
needs significant bolstering. This dearth of information has incentivized
one-size-fits-all strategies and has allowed events hundreds of miles
away (and often decades later) to dictate contemporary policies.

Reform requires catalyzing change from our regional partners and
rethinking our assistance paradigm. Too frequently U.S. assistance (mil-
itary, humanitarian, and developmental) is co-opted by undemocratic
governments to serve their interests and bolster their regimes. Evidence
suggests that the assistance levied to the Ethiopian government to ease
the suffering from the 1984-1985 famine was used to further the gov-
ernments war effort; multiple sources found that “relief supplies were
used to pay soldiers and militia and to lure people into locations where
they were recruited into the military or subjected to forcible resettle-
ment.”* Natural disasters, famines, and droughts are all too frequently
used to deflect attention from the failures of governance that have al-
lowed suffering to be so widespread. International assistance to crises in
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Sudan and Rwanda has also been used to bolster oppressive regimes. As
David Bayley wrote for the National Institute of Justice, “The question is
not whether assistance is political—it all is—but what its likely conse-
quences are for American objectives.”*®

Reforming our assistance paradigm requires recognition of the distinct
political economies of countries with whom we partner. This will require
cultivating expertise that is currently lacking within American policy cir-
cles. Too frequently Africa is treated as a homogenous bloc and vessel
through which American aid can be implemented without being affect-
ed by the specific characteristics of partnering governments. Increasing
American institutional knowledge about specific African political econ-
omies in all sectors of government is critical; increasing the number of
American military advisors in the region, bolstering ties between Amer-
ican and domestic development agencies, and enhancing the duration
and frequency of training programs (for civil servants and the security
sector) are all important for advancing overarching American security
interests in the region. As the Overseas Development Institute notes:

It is useful to draw a distinction between fragile and con-
flict-affected states that are willing but unable, and those
that are unwilling and unable to reduce the vulnerabili-
ty of populations to disaster risks and impacts. Disaster
risk management tends to assume a positive state-society
“social contract” exists where the state adopts the manage-
ment of risk as a public good. But in some states disaster
risk management is treated as a benefit available to politi-
cal supporters. Intervention strategies . . . therefore need to
be tailored to suit the context.*

Imposing homogeneity on African states serves no interest other than
expediency. American assistance must first abide by the principle to do
no harm. This will require a closer examination of how current assis-
tance programs and partnerships have empowered undemocratic actors
and oppressive regimes.

Additionally, U.S. assistance to political parties and civil society groups
should be considered a means of fostering long-term stability. Democracy
and governance programs cannot be disregarded as “soft” politics; im-
proving the political climate and increasing the legitimacy of the political
process in African countries are vital for long-term peace in the region.

Ultimately, much of the insecurity and instability in Sub-Saharan Af-
rica is a result of poor relations between African governments and their
populations. In order to successfully utilize the “strategic partnerships”
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model of dealing with security threats in Sub-Saharan Africa, American
policies will have to strengthen and improve upon the governance pat-
terns of African countries. Too often, strengthening government capacity
and bolstering the power of the ruling party have been confused with
state-building efforts. Institutionalizing accountability mechanisms and
revamping the civilian/ government/military contract are critical to man-
aging African security now and in coming decades.

In short, African stability is threatened by the lack of institutional
capacity to manage the threats stemming from migratory patterns and
the rise of violent nonstate and criminal actors. Revamping the rela-
tionship between African governments and their populations is critical
to enabling successful strategic partnerships between the United States
and African counterparts. Revising our assistance paradigms and en-
suring that our strategic partners share our values and objectives can
best achieve American objectives on the continent, but they require re-
thinking our political assistance and general objectives for promoting
democracy, enhancing support to civil society, and considering lending
assistance to political parties.

Sub-Saharan Africa will not rise in importance to American national
security priorities to match Europe, the Asia-Pacific, or the Middle East
in the near term, but the region’s size, population, resources, and many
challenges will engage U.S. policymakers in important ways. Much can
be done to improve the conditions and prospects of its millions of inhab-
itants without massive increases in development assistance. Already the
largest single donor nation, the United States can lead the international
community in a sustained effort toward better governance, improved
economic performance, and better security for all Africans. These efforts
will benefit not only Africa, but also the international community as a
whole and U.S. interests particularly.
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INTRODUCTION

The People’s Republic of China’s (PRC) diplomatic, economic,
and security engagements with Africa have deepened since the turn of
this century. The PRC and private Chinese firms, many of them backed
by central and local governments, are visiting Africa more frequently,
while foreign direct investment (FDI) and development assistance are
trending upward.” In addition, growing People’s Liberation Army (PLA)
engagement with African countries and regional institutions is evidenced
by increased security assistance, consistent support for peacekeeping ini-
tiatives, and a growing military footprint. Understanding the geo-stra-
tegic implications of these developments requires a careful analysis of
four key questions. Does the recent acceleration constitute a trend? How
much influence does the PRC derive from these engagements? How do
African countries perceive recent developments? How do Beijing’s inter-
ventions compare to those of Africa’s other external partners?

This chapter starts with a strategic analysis of the evolution of
China-Africa relations to unpack the drivers of this relationship. While
it is true that China has had a long-standing relationship with Africa
and tends to play the long game, the historical overview also highlights
important transactional dimensions. Chinese officials often make short-
term decisions based on their national self-interest or policy adjustments.
Meanwhile, African governments are becoming more selective and cit-
cumspect as pressure grows from African civil society, academics, and
private sector leaders for more equitable deals with the Chinese that en-
hance transparency, eliminate corruption, and avoid unsustainable debt.

While many African countries acknowledge China’s role in criti-
cal areas, like infrastructure development and peacekeeping operations,
some have become wary of potential downsides of dependency, dump-
ing, security arrangements that compromise human rights, and onerous
debt. Increasingly, Chinese involvement is being evaluated within the
context of the roles, activities, and relative costs of opportunities pro-
vided by other development partners. Consequently, in Aftrica, any analy-
sis of the implications of Chinese engagements must include a broader
discussion of other external partners.

2 For purposes of this chapter the terms People’s Republic of China (PRC) and China are used
interchangeably.
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EvoLvING HISTORICAL TRENDS

Historical records of China-Africa relations date back fourteen
centuries to the early years of the Tang dynasty when merchants from
China and Eastern Africa traded in porcelain, silk fabric, ivory, gold, sil-
ver, and wildlife among other commodities.” Vibrant trade was estab-
lished along the ancient Silk Road that eventually led to the establishment
of formal diplomatic relations with ancient Egyptian, Ethiopian, and
Somali kingdoms in the 7th and 8th centuries.*

The China-Africa relationship evolved in many significant ways
(as documented in Table 1 on page 108) but three things have remained
constant in recent decades. First, the relationship has always been driven
by internal political dynamics in China. Records show that China-Africa
relations expanded during periods of prosperity and stability in China
and declined during petiods of domestic turmoil.” Second, China, has
long sought alliances with African countries for economic, security, and
diplomatic reasons. African diplomatic support has been crucial to China
because African states hold the most votes as a single bloc at United Na-
tions (UN) institutions and other multilateral bodies. Third, the goal of
the “Great Rejuvenation of the Chinese Nation” (3hdnghud minzi weida
Sixing, HHERIEMHREN) is a defining feature of the PRC’s accelerated
Africa engagement. Africa in recent years has emerged as an important
node in China’s One Belt, One Road initiative (OBOR; —i—#), an am-
bitious program to develop strategic trade corridors and infrastructure

globally.®

3 John Shen, “New Thoughts on the Use of Chinese Documents in the Reconstruction of
Early Swahili History,” History in Africa 22 (January 1995): 349-358.

4 Xinru Liu, The Silk Road in World History (London: Oxford University Press, 2010).

5 Christopher Alden and Ana Cristina Alves, “History and Identity in the Construction of
China’s Africa Policy,” Review of African Political Emnomy 35, no. 115 (2008) 43-58.

6 The editors have chosen to conform to the “One Belt, One Road” formulation of the

initiative as initially propagated and as it is still discussed in Chinese language documents. For a
complete explanation of this decision, see the introduction to this volume, p. 9.
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Table 1. A Brief Historical Overview of China-Africa Relations

Year(s) Activity Implications
618-907 Trade during Tang | Commercial relations established.
dynasty. Egypt, Ethiopia, and Somalia had envoys
in China.
960-1644 | Trade expansion China is the preeminent global maritime
from the early- power.
Song through the | Maritime contacts expanded to modern-
mid-Ming dynas- | day Kenya, Tanzania and Mozambique.
ties.
1405-1433 | Seven voyages Recurrent visits to Kilwa, Lamu, Malindi,
by Ming Admiral | Mogadishu, Mombasa, and Zanzibar.
Zheng He.
1628-1644 | Internal strife Maritime fleet dismantled.
within the Ming Foreign expansionism and trade de-
Court. creased.
Africa contacts dwindled progressively.
China turns inward.
1912 Collapse of the China’s self-isolation from the world
Qing dynasty leads | continues.
to civil war. Affrica contacts minimal.
1949 People’s Republic | Diplomatic and trade relations renewed.
of China founded. | Africa contacts slowly revived.
1955 Bandung Confer- | Maoist struggle for the global South initi-
ence is inaugu- ated.
rated. Contemporary China-Africa diplomacy
launched.
1955-1980 | Active support for | Over USD150 million in military aid is
Affica’s indepen- provided.
dence and anti- Attendance at Afro-Asia People’s Solidar-
apartheid struggles. | ity Conferences rose from 6 to 50 African
countries.
Contemporary China-Africa military
diplomacy launched.
1970 Financed USD150 | China’s first mega-project.
million Tanzania- | Symbolic South-South cooperation.
Zambia railway. Contemporary China-Africa infrastruc-
ture diplomacy launched.
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1990s Deng Xiaoping Economic reforms and regime security
“Reform and promoted.
Opening Up” Contemporary China-Africa commercial
breaks with Maoist | diplomacy launched.
tradition.

1999 Jiang Zemin sanc- | China’s foreign engagements accelerate
tions the “Go and intensify, including in Africa.
Out” policy. Regime “stability” becomes an important

hedging strategy.
2000 Forum for China | China institutionalized a revamped Africa

Africa Coopera- policy.
tion (FOCAC) is Commercial diplomacy intensifies.

launched.
2015 Decision to com- China broadens its engagement in Africa.
mit 8,000 troops Deployments deepen ties with regional

to a UN Standby | and continental organizations, and sup-
Force and USD100 | port China’s expanding foreign policy
million in military | interests.

assistance to the
African Union

over five years.

China’s strategy in Africa during the 1960s and 1970s was also
shaped to a significant degree by the Sino-Soviet conflict. Clashes be-
tween Chinese and Soviet-backed African movements were common
and continued long after independence. Nevertheless by 1985 China had
firmly established itself as an important player in Africa’s anti-colonial
and anti-apartheid struggles becoming an ideological mentor to many
newly independent African states.

Following his consolidation of power in 1978, Deng Xiaop-
ing adopted a more market-determined economic growth model and
launched an aggressive drive to develop a strong middle class society.
Known as “Reform and Opening Up” (Gdigé kdifang, SUEFFI), this pol-
icy saw the PRC move away from “leading the developing world and
fighting Western imperialism” to building pragmatic relationships with
the West.” Africa decreased in importance to Chinese foreign policy as

7 Despite increasingly common usage in the literature, the editors have encouraged the authors
not to use the term “state-capitalism” to describe the PRC’s economic system. For the editors’ ex-
planation of why this term should not be used, please see the Introduction, p 10. The authors of
this chapter encourage a full exploration of the issue and direct the reader to Joshua Kurlantzick,
State Capitalism: How the Return of Statism Is Transforming the World New York: Oxford University
Press, 2016).
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Beijing turned its attention to securing Western FDI and advanced tech-
nologies, none of which the continent could provide.

The international backlash over the PLA’s crackdown on stu-
dent protestors in Tiananmen Square, coupled with an acute sense of
threat within the Chinese Communist Party (CCP) following the col-
lapse of the Soviet Union quelled Beijing’s international leadership am-
bitions. The United States (US) froze all military and technological con-
tact with China and imposed sanctions.® Sensing China’s vulnerabilities,
Deng adopted the doctrine of agguang yanghui ($6637#) which required
China to “keep a low profile, bide our time, and never claim leadership.””
This policy demanded the continued economic reforms at home, a non-
confrontational approach abroad, and deterring hostile coalitions from
outside that could destabilize or even overthrow the CCP. With this in
mind Deng refused several invitations by African countries to reassert
China’s leadership of Global South causes. The impact on China-Africa
relations was immediate. China’s exports to Africa fell sharply, aid levels
plummeted, and diplomatic overtures waned.

From 1999, however, the China-Africa relationship returned
to an upward trajectory when President Jiang Zemin issued a directive
known as “Go Out” (Ziuchiqi Zhanliie; 7 i 2 581%) to encourage Chinese
companies to exploit opportunities in emerging and developed markets.
Africa received increased attention because it was seen as a “high divi-
dend, high risk” market with minimal competition from other powers.

In establishing themselves in Africa, Chinese companies cul-
tivated relationships with local politicians and elites through personal
ties, favors, and informal hierarchies. This is known in Chinese culture
as guanxi (K %), which is essentially the Chinese version of the idiom
“you scratch my back and I'll scratch yours.”"” The practice has allowed
Chinese state-backed industrialists and entrepreneurs to make inroads in
the largely under-regulated African political and business environment
where personal ties often trump regulations and accountability.

8  David Skidmore and William Gates, “After Tiananmen: The Struggle over US Policy toward
China in the Bush Administration,” Presidential Studies Quarterly 27, no. 3, The Presidency in the
World (Summer 1997): 514-539.

9 Qingmin Zhang, “Taoguang Yanghui or Not? China’s Discourse on Foreign Policy Strategy,”
China Files, 26 April 2011, http:/ /www.china-files.com/thinkinchina/sixth.html.

10 Chao C. Chen, Xiao-Ping Chen, and Shengsheng Huang, “Chinese Guanxi: An Integrative
Review and New Ditections for Future Research,” M. t and Organization Review 9, no. 1
(March 2013): 167-207.

11 JR. Mailey, “The Anatomy of the Resource Curse: Predatory Investment in Africa’s Extrac-
tive Industries,” Africa Center for Strategic Studies, Special Report no. 3, 31 May 2015, https://
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RECENT EcoNOMIC AND INVESTMENT TRENDS

China’s recent economic and investment in Africa are directed
towards supporting OBOR infrastructure projects. Unlike the 1980s
and 1990s when Chinese firms sought exclusive control of their in-
vestments (particularly hydrocarbons), recent years have seen a move
towards partnerships.'? Increasingly, the search for partners appears to
be a risk-pooling strategy (particularly by the Chinese private sector).
Some partnerships have been the result of new laws and regulations in
African countries, that seek to loosen investment regulations to attract
more FDI. These include tax exemptions, holidays and breaks, match-
ing funds, and enhanced processing of visas and permits, among other
incentives.

Another noteworthy transition is that the Chinese investment
portfolio in Africa is no longer dominated by natural resources. Esti-
mates in 2017 suggest that manufacturing (31%), services (25%), trade
(22%), and infrastructure (15%) wetre most important.” China increas-
ingly views Africa as a growing market for Chinese goods and services.
There has been a gradual shift from a predominantly extractive, natural
resource-driven trading relationship.

The role of the Chinese private sector is also growing. Accord-
ing to a 2017 study by McKinsey, only 16 percent of Chinese invest-
ments in Africa were by state-owned enterprises; the vast majority were
by private Chinese firms."* Although most Chinese firms source financ-
ing from state-owned banks and export credit agencies, the increased
private sector involvement suggests a trend towards more nuanced com-
mercial diplomacy, a greater focus on profitability, and less risk tolerance
in the future. Questions however remain about the nature of the Chinese
private sector and how it interacts with the government and ruling party.

africacenter.org/publication/ the-anatomy-of-the-resource-curse-predatory-investment-in-africas-
extractive-industries/.

12 Richard Schiere, “China and Africa: An Emerging Partnership for Developmentr— An
Overview of Issues,” African Development Bank Group, Working Paper Series, no. 125, May 2011,
https:/ /www.afdb.org/en/documents/document/working-paper-125-china-and-africa-an-emerg-
ing-partnership-for-development-an-overview-of-issues-23693.

13 David G. Landry, “Comparing the Determinants of Western and Chinese Develop-
ment Finance Flows to Africa,” China Africa Research Initiative, Policy Brief no. 29, 2018,
https://staticl.squarespace.com/static/5652847de4b033£56d2bdc29 /t/5¢117edd 7584464878
db670/1544650461960/PB29-Landry-DevelopmentFinance.pdf.

14 Kartik Jayaram, Omid Kassiri, and Irene Yuan Sun, “The Closest Look Yet at Chinese
Economic Engagement in Africa,” McKinsey and Company report, June 2017, https://www.
mckinsey.com/featured-insights/middle-east-and-africa/ the-closest-look-yet-at-chinese-economic-
engagement-in-africa.
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In the late 1990s the CCP issued regulations calling upon private
enterprises with three or more party members to establish a branch (ddng
Zhibi, 33CH) within their corporate and decision-making structures.'
This push accelerated after OBOR got underway in 2013 in line with
CCP requests for “comprehensive party building in the private sector,”
including foreign companies operating in the PRC. By 2016, the ratio
of private enterprises that had CCP branches had risen to almost 70
percent.' This has blurred the lines between private and public sector
decisions, making it increasingly difficult to distinguish between public
and private Chinese investments with any degree of accuracy.

The McKinsey report also suggests local labor is being increas-
ingly integrated into value chains related to Chinese investment. It found
that there were more than 10,000 Chinese enterprises in Africa and 89
percent of their workers were local hires (the figure drops to around 40
percent at the managerial level). The report implies that Chinese firms
are increasingly complying with domestic regulations and responding
to some African concerns, such as participation of the domestic labor
force, technology and skills transfers, and adherence to internationally-
recognized labor standards.

These investments are part of broader bilateral packages and
do not always benefit from rigorous project assessments and oversight
that meet African and international standards. When deals lack rigor-
ous oversight and public engagement, loan quality is badly affected and
the likelihood of a default greatly increased.'”” A number of other risks
(political turmoil, foreign currency fluctuation, commodity price volatil-
ity, and violent unrest) could also hinder the African countries’ ability to
service their Chinese loans.

EXTERNAL DEBT

Africa’s total external debt (public and private) is around
USD415 billion. With an estimated debt stock of USD132 billion in
official and commercial loans, China is Africa’s single largest creditor na-

15 Catherine Tai, “China’s Private Sector Is under Siege,” Diplomat, 22 December 2018, https://
thediplomat.com/2018/12/chinas-private-sector-is-under-siege/.

16 Zhang Lin, “Chinese Communist Party Needs to Curtail Its Presence in Private Businesses,”
South China Morning Post, 25 November 2018, https://www.scmp.com/economy/china-economy/
article/2174811/ chinese-communist-party-needs-curtail-its-presence-private.

17 Lynsey Chutel, “No, China Is Not Taking over Zambia’s National Electricity Supplier. Not

Yet, Anyway,” Quarty Africa, 18 September 2018, https://qz.com/africa/1391111/zambia-china-
debt-crisis-tests-china-in-africa-relationship/.
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tion."® Approximately, 32 percent of external African government debt
is owed to China. However, 35 percent of Africa’s total debt is owed to
multilateral institutions such as the World Bank and another 32 percent
to private lenders, including Chinese ones.” According to the United
Kingdom-based Jubilee Debt Campaign, 55 percent of all interest pay-
ments go to private firms compared to only 17 percent to Chinese gov-
ernment lenders. Of greater concern than who holds the loans is debt
vulnerability, defined as national debt greater than 50 percent of Gross
Domestic Product (GDP). Of the 17 African nations considered under
debt stress or at risk of such stress by the International Monetary Fund
(IMF) in January 2019, Chinese debt is a factor in only three: Djibouti,
Zambia, and Cameroon.”” Even in African countries where China is the
largest single creditor, the majority of Africa’s debtis held by multilateral
and commercial creditors.

Does Chinese debt pose a systemic risk to African countries?
Continentally, the answer is not yet. However, it is almost a foregone
conclusion that more Chinese debt will be taken on as more and more
OBOR projects come on line. If African governments continue avoiding
public accountability in their dealings with the PRC and private Chinese
corporations, and if deals continue to be signed on unfavorable terms,
then Chinese debt could become a major issue.

There is some indication that some Chinese investors are likely
to seek contractual or market-based redress. In 2018 the China Export
and Credit Insurance Corporation (the financiers of the Ethiopia-Dji-
bouti railway) decided to sell its debt to the Hong Kong Mortgage Cor-
poration, who would eventually securitize or repackage them for sale to
investors.?! If successful, this Corporation will be used to buy a diverse
portfolio of infrastructure debts in Africa. This market-based approach
is different from the past, when Chinese state-owned or state institutions
assumed responsibility for the debt and subsequently undertook endless

18  Elvis Mboya, “Rethinking Africa’s $124 Billion Debt to China, Ahead of Beijing’s September
Summit,” Investigative Africa, 26 August 2018, http:/ /iaafrica.com/rethinking-africas-120-billion-
debt-to-china-ahead-of-beijings-september-summit/.

19 Peter Fabricius, “Indebted Africa Returns to the International Monetary Fund,” ISS Today,
20 September 2018, https://issafrica.org/iss-today/indebted-africa-returns-to-the-international-
monetary-fund.

20  Larry Madowo, “Should Africa Be Wary of Chinese Debt?”” BBC News, 3 September 2018,
https:/ /www.bbc.com/news/world-africa-45368092.

21 Allan Olingo, “China Plans to Sell off Its African Infrastructure Debt to Investors,” Daily

Nation, 5 November 2018, https://www.nation.co.ke/news/world/China-plans-to-sell-off-its-
African-infrastructure-debt/1068-4837516-g5f4j3/index.html.
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rounds of rescheduling. The inexorably slowing Chinese economy sug-
gests the Chinese government is less likely to underwrite the full value of
private sector liabilities, as it did in the past. However, there are fears that
the securitization of debt could increase African countries’ indebtedness
as it would encourage them to borrow more.

Loans extended by the Chinese government are likely to be
treated differently. They will likely be forgiven in exchange for diplo-
matic and security assurances from debtors, as China has done in the
past. The upside is that China has been much more selective in its choice
of projects than it has been in the past. Provided that African countries
can follow prudent policies, investments in some countries are likely to
succeed and contribute to enhanced economic productivity.

Africa’s citizens are also voicing concern about the dearth of
transparency and opaqueness of Chinese loans to various governments
as recent media revelations in{Kenya and Zambia have shown. Beijing
should be concerned about the debt sustainability of its African partners,
especially as the pace of its economic growth slows and world commod-
ity prices slide downward due to reduced global demand.

Forum ON CHINESE AFRICAN COOPERATION

Established in 2000 the Forum for China Africa Cooperation
(FOCAC) has provided greater focus to China’s relationship with Af-
rica. In between its triennial summits, around 33 agencies oversee the
implementation of decisions. Several committees, from working level to
ministerial level, discuss initiatives ranging from trade and investments to
institution building and security assistance. The seventh FOCAC hosted
in Beijing in 2018, was attended by more Africa heads of state and gov-
ernment than attended the UN general assembly that year. From rela-
tively humble beginnings, FOCAC has grown to become an important
gathering of African heads of state; seccond only to the African Union.
Presided over by the Chinese president, FOCAC affords African coun-
tries an opportunity to discuss, not just requests for support, but con-
temporary foreign policy and global challenges. Most FOCAC attendees
report that they feel valued and listened to, and generally come away
from the discussions with tangible and timely commitments.
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Table 2. Recent Evolution of FOCAC Declarations?

2000 2015 2018
Word Count | Approx. 1,700 Approx. 2,700 Approx. 2,900
Ideology Five Principles of | Five Pillars Five Nos*
Peaceful Coexis-
tence
Development- | Millennium De- [ Sustainable De- Sustainable De-
Security velopment Goals | velopment Goals velopment Goals
Nexus not mentioned mentioned are central
Diplomacy Veiled reference | Explicit reference | African support
to international to One China for One China
diplomacy policy and desired | policy, China
reform of interna- | reunification and
tional diplomacy China’s efforts to
(UNSC) solve maritime
disputes
Development | Vague reference | Mention climate Mention climate
Themes to economic change, industrial- | change, indus-
development ization and Ebola | trialization and
pandemic migration
Global Ambi- | Not mentioned Explore China-Af- [ OBOR is central
tions rica synergies with | to China-Africa
Silk Road initiative | relations
Trade Vague mention Oppose protection- | Call for WTO-
ism. Reform Inter- | centered multilat-
national finance eralism; support
for Africa Conti-
nental Free Trade
Agreement
Security Co- Not mentioned Support for peace- | Support predict-
operation keeping missions able UN funding
and collective secu- | for peace support
rity mechanisms in | operations; sup-
Affica port the op-
erationalization
of the African
Standby Force

22 Information for this table is culled from the respective FOCAC declarations, which could be
found here: https://www.focac.org/eng/ljhy_1/dyjbzjhy_1/CI12009/.

23 The Five Nos, which represent a repudiation of Western principles, partnerships and strategy
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Aftican Pro- Not mentioned Support for African | Support for
tocols Union’s Agenda Aftican Union’s
2063 Agenda 20063;
strong synergies
between OBOR
and continental
goals and agree-
ments

As Table 2 (above) shows, China has used FOCAC as an effec-
tive economic, foreign policy, and signaling tool. Not only have the FO-
CAC communiques become more substantive and less perfunctory, they
have gradually included themes that resonate in African capitals (princi-
pally, the Sustainable Development Goals, and peacekeeping operations)
as well as in Beijing (the One China policy). FOCAC has also been the
venue where China signals trends in its development and security assis-
tance to Africa.

Until 2018, there had been a tradition of significantly increasing
Chinese development assistance and investment.” Many eyebrows wete
therefore raised when the 2018 overall envelope of USDG60 billion over
three years was the same as the 2015 pledge (researchers at Johns Hop-
kins University suggest that the real figure for 2015 is USD50 billion).*
This represents China’s gradual shift from offering grants and conces-
sional loans, to providing loans on commercial terms. Another notice-
able trend has been the shift from emphasizing China’s principles of
international engagement, to the 2018 communique which was a thinly
veiled repudiation of Western values (as intimated in Table 2). China
purports to offer African countries an alternative philosophy.

DipLoMATIC AND INTERNATIONAL RELATIONS

From a global perspective, Africa does not occupy the same
level of importance in China’s foreign policy priorities as Southeast Asia,
Latin America, or the US. Through much of the second half of the 20th
Century, the Chinese foreign policy outlook on Africa focused on gaining

are explained here: http://www.xinhuanet.com/english/2018-09/06/c_137447556.htm.

24 Paul Nantulya, “Grand Strategy and China’s Soft Power Push in Africa,” Africa Center for
Strategic Studies, Spotlight, 30 August 2018, https:/ /africacenter.org/spotlight/grand-strategy-
and-chinas-soft-power-push-in-africa/.

25  Deborah Brautigam, “China’s FOCAC Financial Package for Africa 2018: Four Facts,”

blog, China Africa Research Initiative, 3 September 2018, http:/ /www.chinaafticarealstory.
com/2018/09/ chinas-focac-financial-package-for.html.
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international recognition. Joining the post-independence, anti-colonialist
movement in Africa of the 1960s, Beijing cast itself as a partner in the
“South-South” dialogue and the Non-Aligned Movement. Chinese aid in
this context was leveraged to support its “One China” policy and gain
broader international recognition. Success was due not only to tradition-
al “checkbook diplomacy,” but by the attractiveness of trade. Minimal
Western (read US) concern was another contributory factor. Today, only
one African country, Eswatini (formerly Swaziland), maintains formal
diplomatic relations with Taiwan.

Whereas the focus of the past was to widen the PRC’s inter-
national legitimacy, the focus today is on leveraging all elements of na-
tional power to support strategic objectives, what Chinese leaders refer
to as Comprehensive National Power (3onghé guili; 45415 77).% There-
fore, Chinese diplomacy is focused on supporting economic, military,
and commercial interests across the continent. China’s high economic
growth rates and rising personal incomes have dramatically increased its
resource requirements. Africa has become China’s second largest source
of petroleum with Angola, the Republic of the Congo, and Sudan as
principal suppliers of African crude. Similar demand for| African copper,
iron, steel, and other minerals have spurred a rapid increase in exports
to China. Supporting this growth in commodity exports has been a dra-
matic increase in Chinese investment. Only ten of Africa’s 54 countries
make up the bulk of Chinese investment and trade: Ethiopia, Kenya,
Angola, Sudan, South Sudan, Djibouti, South Africa, Algeria, Nigeria,
Cote d’Ivoire, and the Republic of the Congo.”” In each of these coun-
tries the purpose of Chinese engagement is different. For example, while
Ethiopia, Algeria, South Africa, and Nigeria offer growing markets for
Chinese exports and manufacturing investment, China’s relationships
with Angola, Zambia, Sudan, and Congo reflect its need to source es-
sential commodities (oil and copper).

The USD200 billion'AU headquarters in Addis Ababa, built and
fully funded by China as a “gift” to Africa, is emblematic of China’s
adeptness at employing grand gestures to generate political support. In
May 2017, China signed an agreement with the Economic Communi-
ty of West African States (ECOWAS) to build its new headquarters in
Abuja, Nigeria. In September, construction of a logistics depot for the

26 Ni Lexiong, Zhanzheng yn wenhua ch, g: dui lishi de ling yi hong gnancha [War and Cultural
Tradition: Another Perspective on History], (Shanghai: Guji Chubanshe, 2000).

27 “Data: Chinese Investment in Africa,” China Africa Research Initiative, data report, May
2017, http:/ /www.sais-cari.org/chinese-investment-in-africa.
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Southern African Development Community Standby Force got under-
way with Chinese funding and expertise.

China has also used “soft tools” to promote positive views
among African communities. Africa hosts about 70 “Confucius Insti-
tutes” spread across 40 countries, China’s answer to the US State De-
partment’s “American Corners.”*® These institutes have popularized the
learning of Chinese language and culture on the continent and quadru-
pled the number of Africans studying in China. In 2017 China surpassed
the US and United Kingdom as the top destination for Anglophone Af-
rican students.”’

SECURITY COOPERATION TRENDS

The PLA’s military and security activities in Africa follow the
larger shift in Chinese policy from ideologically rooted relations to prag-
matic engagement. During the 1960s and 1970s Beijing limited its securi-
ty assistance to countries governed by former liberation movements and
socialist governments. Today, it has security and military relationships
with countries of all ideological stripes, including those with deep ties to
the US such as Kenya, Senegal, Botswana, and Liberia.

The most visible aspect of China’s security and military profile
is larms sales. Data from the Stockholm International Peace Research
Institute shows that China is now thetop supplier of weapons to sub-Sa-
haran Africa, accounting for 27 percent of the region’s imports between
2013 and 2017.% This represents a 55 percent increase between 2008 and
2012. Algeria, Angola, Gabon, Mozambique, Nigeria, South Sudan, and
Uganda are among the 22 African countries that have imported Chinese
weapons in recent years. China has also diversified from sales in small
arms and light weapons to tanks, armored personnel carriers, maritime
patrol craft, aircraft, missiles, unmanned aerial vehicles, and artillery sys-
tems. Beijing is also building defense institutional capabilities. China’s
State Administration for Science, Technology, and Industry for National
Defense (SASTIND), for instance, has bilateral agreements with 45 Af-
rican countries covering the(shating of defense technologies and build-

28  Abhishek G. Bhaya, “Confucius Institutes a Bedrock of China’s Growing Cultural Ties with
Aftica,” CGTN Report, 22 August 2018, https://news.cgtn.com/news/3d3d514f346b544¢79457a6
333566d54/share_p.html.

29  Paul Nantulya, “Grand Strategy and China’s Soft Power Push in Aftica.”
30  Salem Solomon, “Deepening Military Ties Solidify China’s Ambitions in Africa,” 1vice of

America, 15 July 2018, https:/ /www.voanews.com/a/deepening-military-ties-solidify-china-ambi-
tions-in-africa/4483010.html.
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_1 Sudan, Uganda, and, more recently,-have

been enthusiastic customers of this type of Chinese assistance.
The * (CAAP) sets the

broad policy framework for China’s militar activities in
Africa.”? Three new mechanisms, the

avenues for regular consultation
between Chinese and African security sector leaders to identify priori-
ties for implementation. Since 2018, about 50 new security assistance
programs have been established, in part to build local capacity among
China’s African security partners and address growing security risks to
Chinese investments and personnel.” Beijing’s central concern is that

the rapid expansion of investments and commercial activity around the

In 2015 the PRC issued a new Defense White Paper and a Coun-
terterrorism Law (Order No. 36 of the President of the PRC) that al-
lows, for the first time, the overseas deployment of the PLA and its Spe-
cial Operations Forces, the PLA Navy (PLAN), and the People’s Armed
Police (PAP).” Under this law the PLA opened its first overseas military
base in Dijibouti in 2017, which primarily supports China’s naval deploy-
ments in support of peacekeeping operations in Mali, Sudan, and South
Sudan, humanitarian assistance in the Horn of Africa, and international
counterpiracy patrols in the Gulf of Aden.

During the first half of 2018, the PLAN’s 27th and 28th anti-
piracy task forces made port calls to Cameroon, Gabon, Ghana, and
Nigeria in what appear to be efforts to more closely align China’s military
activities to the expansion of the OBOR to the West African coast.” The

31 Jon Grevatt, “China Deepens Defense Engagement in Africa,” Jane’s Defense Weekly, 3 July
2018, https://www.janes.com/article/81483/china-deepens-defence-engagement-in-africa.

32 Paul Nantulya, “Chinese Hard Power Supports Its Growing Strategic Interests in Africa,”
Africa Center for Strategic Studies, Spotlight, 17 January 2019, https://africacenter.org/spotlight/
chinese-hard-power-supports-its-growing-strategic-interests-in-africa/.

33 Helena Legarda and Meia Nouwens, “Guardians of the One Belt One Road: The Interna-
tionalization of China’s Private Security Companies,” Mercator Institute for China Studies, China
Monitor, 16 August 2018, https://www.merics.org/en/china-monitor/guardians-of-belt-and-road.

34 Joel Wuthnow, “China’s Overseas Basing: Will the PLA Follow the Renminbi?”” National
Interest, 17 February 2018, https:/ /nationalinterest.org/feature/chinas-overseas-basing-will-the-pla-
follow-the-renminbi-24551.

35 Michael Kovrig, “China Expands Its Peace and Security Footprint in Africa,” International

Crisis Group, 24 October 2018, https://www.crisisgroup.org/asia/north-cast-asia/china/china-
expands-its-peace-and-security-footprint-africa.
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China Harbor Engineering Company signed an agreement in 2018 with
Nigeria to construct its first deep water port in Lekki.”® In September
an additional agreement was signed that will see the Guangzhou Port
Authority work with its Nigerian counterpart to build the capacity of
Nigeria’s ports in management, logistics, and port operations. Chinese
firms are also building ports in Ghana and Cameroon.”

China has stepped up its engagements with the African Union
and Africa’s regional economic communities. Its strategy in this regard
ptioritizes the operationalization of the (African Standby Force (ASE)
and the African Capacity for Immediate Response to Crises (ACIRC).
In 2017, the China-Africa Peace and Security Fund committed USD100
million towards building the ASF and developing African states’ capabili-
ties to deploy it to crisis situations. In February 2018, the fund disbursed
USD25 million to the ASF’s logistics base in Cameroon and a further
USD30 million was extended to Tanzania’s Chinese-funded military
training center which is expected to play a role in capacity building for
the East African Standby Force.?®

AFRICAN PERSPECTIVES

China’s growing role in Africa has largely been welcomed across
the continent. A 2015 attitudes survey by the Pew Research Center found
Africans more favorably disposed toward the PRC than any other conti-
nent, with majorities in all African countries surveyed expressing a posi-
tive view of China.” Seven in ten in Ghana, Ethiopia, Tanzania, Burkina
Faso, Nigeria, Senegal, and Kenya hold (favorable views of Beijing, A
2016 Afrobarometer survey conducted in 36 African countries found
that 63 percent of respondents thought China’s economic and political
influence was positive.

Two main factors explain China’s generally positive reputation
in Africa. First, Chinese investment in infrastructure resonates well with
Africans because it is a core priority for virtually all African countries as
spelt out in the China-AU Strategic Compact and the AU’s Agenda 2063.

36 Zhou Pingjian, “China, Nigeria to Boost Bilateral Win-Win Cooperation,” Pegple’s Daily, 7
September 2018, http://en.people.cn/n3/2018/0907/c90000-9498465.html.

37 Pauline Bax, “Chinese-Built Port Evokes Dreams of El Dorado in Cameroon,” Bloomberg, 29
August 2018, https:/ /www.bloomberg.com/news/features/2018-08-29 / china-stakes-its-claim-on-
west-africa.

38  Michael Kovrig, “China Expands Its Peace and Security Footprint in Africa.”

39  “Global Indicators Database,” Pew Research Center, http:/ /www.pewglobal.org/database/indi-
cator/24/group/5/.
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China has capitalized on this by presenting OBOR as a boon for both
sides. Second, African countries are far-removed from China’s periph-
ery and have not experienced or witnessed Chinese military aggression
against an African nation.

Unsurprisingly, positive views about China in Africa are high-
est among governments and regional organizations such as the AU and
its security communities. China’s engagements with African leaders and
officials are highly personalized and do not demand adherence to estab-
lished norms and values, such as accountability and respect for human
rights. It also provides them with an “alternative” to Western lenders,
which is a highly popular narrative among African leaders.

However, opinions about the PRC are not uniform on the conti-
nent. Views about China among private sector leaders are more nuanced.
These ties have been weak as Beijing prefers to secure business opportu-
nities directly with host governments through relationships beyond the
reach of public and private sector accountability. Chinese companies also
enjoy preferential access to government decision-makers which allows
them to win lucrative contracts at the expense of suitably-qualified local
firms. This sometimes leads to(conflicts between African and Chinese
contractors, with the former pushing their governments for greater ac-
countability in awarding contracts.

African private sector leaders have begun to use their influence
to draw attention to Africa’s growing indebtedness to Chinese lenders.
Industrialists like Jimnah Mbaru (former director of the Nairobi Stock
Exchange), Aly Khan Satchu (founder of Rich Management Group and
a leading Kenyan investment banker), Diana Layfield (chief executive of-
ficer of South Africa’s Standard Bank), Ramathan Ggoobi (a Kampala-
based financial analyst), and many others, have added their voices to the
call for greater public awareness of Chinese investment practices.

African civil society and grassroots organizations are perhaps
the least enthusiastic about China’s engagements in Africa. Beijing has
historically viewed African civil society with suspicion, and shares the
dominant view propounded by African governments that civil society
organizations are a front for Western interests, destabilization, and even
regime change. China’s civil society engagements therefore tend to be
restricted to institutions linked to ruling parties (such as trade unions,
youth and women’s leagues, and state media).

The ability of civil society organizations to mobilize public
awareness and influence policy changes on China-Africa relations varies
across the continent. In South Africa, the powerful Congress of South
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African Trade Unions (COSATU), a partner of the ruling African Na-
tional Congress (ANC) alliance championed the adoption of anti-dump-
ing legislation to protect local textile workers from the impact of cheap
Chinese textiles. In Zambia, the Civil Society Initiative, a coalition of
local civil society organizations, initiated an awareness campaign in the
media and through protests that forced the National Assembly to hold a
debate on Zambia’s debt burden to China. This activism was prompted
by rumors that Zambia had surrendered control of its power utility to
China after defaulting on a loan. In Ghana, a coalition of environmental
activists has organized several petitions against a multi-million dollar deal
that would see a Chinese company mining bauxite in an environmentally
sensitive region.

SoMmE PoLicy CONSIDERATIONS
Over the next few decades, Africa’s population will double to
over 2 billion people.*’ By the year 2050, one in four human beings living
on the planet will be African. The majority of Africans will be urbanized.
From an economic growth perspective, a young, urbanized population
is an important ingredient for higher levels of economic growth, pro-
vided investments in infrastructure, human capital, and social services
move in parallel with these demographic changes. To meet the demands
of a population seeking employment, education, and services, African
countries will need to invest significantly over the next 10 years.* This is
Africa’s existential challenge. Supporting African countries as they seek
to address these challenges will require careful consideration of the fol-
lowing:
e External assistance must augment, and not supple-
ment domestic African resources. While domestic resources
will meet some of these requirements, external assistance and
foreign investment will be required. This offers an opportunity
for closer engagement between Africa and its international part-
ners, not least the US and PRC. At the same time, Africa’s invest-
ment gaps create opportunities for strategic synergies with other
complementary projects.

40  Gilles Pison, “There’s a Strong Chance a Third of All People on Earth Will Be African by
2100,” Quartz Africa, 10 October 2017, https:/ /qz.com/africa/1099546 / population-growth-afri-
cans-will-be-a-third-of-all-people-on-earth-by-2100/.

41 Rene Vollgraaff and Ntando Thukwana, “Africa Development Bank Seeks to Plug Africa

$170 Billion Infrastructure Needs,” Bloomberg, 8 May 2018, https:/ /www.bloomberg.com/news/
articles/2018-05-08/afdb-secks-funds-to-plug-africa-170-billion-infrastructure-gap.
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e FDI and development assistance must be mutually
supportive. There are opportunities for the US to support such
initiatives as part of its Africa policy to ensure that investment
and assistance flows can be complementary and mutually sup-
portive. The US can also look to bolstering international finan-
cial institutions to ensure that their activities reinforce invest-
ment climates that attract and sustain private-sector led growth,
while ensuring debt sustainability. A US-China strategic dialogue
on sustainable and accountable investments and economic de-
velopment could be one way through which the US might influ-
ence the PRC’s investment practices to make them compatible
with international standards.

® Leverage the continent to build great power coopera-
tion. Beyond the economic and commercial, Africa is a region
where strategic rivalry and competition between China and the
US is at its lowest. This could be turned into an opportunity for
closer diplomatic, development, and security cooperation aimed
at addressing Africa’s challenges in ways that enhance human
and citizen security, promote political stability, and even good
governance. Part of this discussion will undoubtedly involve
efforts to understand differences in approach and how these
might impact US and Chinese policy priorities in Africa.

® Create opportunities for strategic cooperative dia-
logue. Such a dialogue, co-chaired by the US, PRC and African
Union, could address issues that underpin institutional resilience
and accountable development in Africa. The US and China both
have a strategic long-term interest in African countries that are
democratic and accountable and pursue inclusive development
with justice.

® Pursue synergy, coordination and collaboration with
multilateral organizations and initiatives. Multinational in-
stitutions could support the longer-term investments African
countries need by providing technical assistance and concession-
al finance. These institutions also subscribe to international debt
sustainability mechanisms, which could help allay fears of un-
sustainable debt burdens in the future. Other multilateral infra-
structure connectivity initiatives such as the Asia-Africa Growth
Corridor, created by the AU and the governments of Japan and
India, could be beneficial.
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These economic, diplomatic, developmental, and security rec-
ommendations are not based on altruism or some naive view of US-
Chinese relations. They are posited to address the hard reality that, if
left unaddressed, Africa’s existential challenges of today will continue to
hamstring development and prove catastrophic not only for the people
of Africa, but for the individual and shared national interests of the US
and China in the second half of this century.
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THE WHITE HOUSE

WASHINGTON, DC

My fellow Americans:

The American people elected me to make America great again. I promised that my Administration would
put the safety, interests, and well-being of our citizens first. I pledged that we would revitalize the American
economy, rebuild our military, defend our borders, protect our sovereignty, and advance our values.

During my first year in office, you have witnessed my America First foreign policy in action. We are
prioritizing the interests of our citizens and protecting our sovereign rights as a nation. America is
leading again on the world stage. We are not hiding from the challenges we face. We are confronting
themhead-onand pursuingopportunitiestopromotethesecurityand prosperity ofall Americans.

The United States faces an extraordinarily dangerous world, filled with a wide range of threats that have
intensified in recent years. When I came into office, rogue regimes were developing nuclear weapons
and missiles to threaten the entire planet. Radical Islamist terror groups were flourishing. Terrorists had
taken control of vast swaths of the Middle East. Rival powers were aggressively undermining American
interests around the globe. At home, porous borders and unenforced immigration laws had created a host
of vulnerabilities. Criminal cartels were bringing drugs and danger into our communities. Unfair trade
practices had weakened our economy and exported our jobs overseas. Unfair burden-sharing with our allies
and inadequate investment in our own defense had invited danger from those who wish us harm. Too many
Americans had lost trust in our government, faith in our future, and confidence in our values.

Nearly one year later, although serious challenges remain, we are charting a new and very different course.

We are rallying the world against the rogue regime in North Korea and confronting the danger posed
by the dictatorship in Iran, which those determined to pursue a flawed nuclear deal had neglected. We
have renewed our friendships in the Middle East and partnered with regional leaders to help drive out
terrorists and extremists, cut off their financing, and discredit their wicked ideology. We crushed
Islamic State of Iraq and Syria (ISIS) terrorists on the battlefields of Syria and Iraq, and will continue
pursuing them until they are destroyed. America’s allies are now contributing more to our common
defense, strengthening even our strongest alliances. We have also continued to make clear that the United
States will no longer tolerate economic aggression or unfair trading practices.

At home, we have restored confidence in America’s purpose. We have recommitted ourselves to
our founding principles and to the values that have made our families, communities, and society so
successful. Jobs are coming back and our economy is growing. We are making historic investments in
the United States military. We are enforcing our borders, building trade relationships based on fairness
and reciprocity, and defending America’s sovereignty without apology.
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The whole world is lifted by America’s renewal and the reemergence of American leadership. After one
year, the world knows that America is prosperous, America is secure, and America is strong. We will bring
about the better future we seek for our people and the world, by confronting the challenges and dangers
posed by those who seek to destabilize the world and threaten America’s people and interests.

My Administration’s National Security Strategy lays out a strategic vision for protecting the American
people and preserving our way of life, promoting our prosperity, preserving peace through strength,
and advancing American influence in the world. We will pursue this beautiful vision—a world
of strong, sovereign, and independent nations, each with its own cultures and dreams, thriving side-
by-side in prosperity, freedom, and peace—throughout the upcoming year.

In pursuit of that future, we will look at the world with clear eyes and fresh thinking. We will promote
a balance of power that favors the United States, our allies, and our partners. We will never lose sight of
our values and their capacity to inspire, uplift, and renew.

Most of all, we will serve the American people and uphold their right to a government that prioritizes
their security, their prosperity, and their interests. This National Security Strategy puts America First.

President Donald J. Trump

The White House
December 2017
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INTRODUCTION

An America that is safe, prosperous, and free at home is an America with the

strength, confidence, and will to lead abroad. It is an America that can pre-

serve peace, uphold liberty, and create enduring advantages for the American

people. Putting America first is the duty of our government and the foun-

dation for U.S. leadership in the world.

A strong America is in the vital interests of not only the American people, but

also those around the world who want to partner with the United States in

pursuit of shared interests, values, and aspirations.

This National Security Strategy puts America first.

n America First National Security

Strategy is based on American prin-

ciples, a clear-eyed assessment of U.S.
interests, and a determination to tackle the chal-
lenges that we face. It is a strategy of principled
realism that is guided by outcomes, not ideology.
It is based upon the view that peace, security, and
prosperity depend on strong, sovereign nations
that respect their citizens at home and cooper-
ate to advance peace abroad. And it is grounded
in the realization that American principles are
a lasting force for good in the world.

“We the People” is America’s source of strength.

The United States was born of a desire for life, lib-
erty, and the pursuit of happiness—and a convic-
tion that unaccountable political power is tyr-
anny. For these reasons, our Founders crafted and
ratified the Constitution, establishing the repub-
lican form of government we enjoy today. The
Constitution grants our national government not
only specified powers necessary to protect our
God-given rights and liberties but also safeguards
them by limiting the government’s size and scope,

separating Federal powers, and protecting the
rights of individuals through the rule of law. All
political power is ultimately delegated from, and

accountable to, the people.

We protect American sovereignty by defending
these institutions, traditions, and principles that
have allowed us tolive in freedom, to build the nation
that we love. And we prize our national heritage, for
the rare and fragile institutions of republican gov-
ernment can only endure if they are sustained by a

culture that cherishes those institutions.

Liberty and independence have given us the flour-
ishing society Americans enjoy today—a vibrant
and confident Nation, welcoming of disagree-
ment and differences, but united by the bonds
of history, culture, beliefs, and principles that

define who we are.

We are proud of our roots and honor the wisdom of
the past. We are committed to protecting the rights
and dignity of every citizen. And we are a nation of
laws, because the rule of law is the shield that pro-

tects the individual from government corruption
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and abuse of power, allows families to live with-

out fear, and permits markets to thrive.

Our founding principles have made the United
States of America among the greatest forces for
good in history. But we are also aware that we
must protect and build upon our accomplish-
ments, always conscious of the fact that the inter-
ests of the American people constitute our true
North Star.

America’s achievements and standing in the world
were neither inevitable nor accidental. On many
occasions, Americans have had to compete with
adversarial forces to preserve and advance our
security, prosperity, and the principles we hold
dear. At home, we fought the Civil War to end slav-
ery and preserve our Union in the long strug-
gle to extend equal rights for all Americans. In
the course of the bloodiest century in human his-
tory, millions of Americans fought, and hun-
dreds of thousands lost their lives, to defend lib-
erty in two World Wars and the Cold War. America,
with our allies and partners, defeated fascism,
imperialism, and Soviet communism and elimi-
nated any doubts about the power and durability
of republican democracy when it is sustained by
a free, proud, and unified people.

The United States consolidated its military
victories with political and economic triumphs
built on market economies and fair trade, dem-
ocratic principles, and shared security partner-
ships. American political, business, and military
leaders worked together with their counterparts
in Europe and Asia to shape the post-war order
through the United Nations, the Marshall Plan, the
North Atlantic Treaty Organization (NATO), and
other institutions designed to advance our shared
interests of security, freedom, and peace. We recog-
nize the invaluable advantages that our strong rela-

tionships with allies and partners deliver.

Following the remarkable victory of free nations in

the Cold War, America emerged as the lone super-

power with enormous advantages and momen-
tum in the world. Success, however, bred com-
placency. A belief emerged, among many, that
American power would be unchallenged and self-
sustaining. The United States began to drift. We
experienced a crisis of confidence and surren-
dered our advantages in key areas. As we took
our political, economic, and military advan-
tages for granted, other actors steadily imple-
mented their long-term plans to challenge America
and to advance agendas opposed to the United
States, our allies, and our partners.

We stood by while countries exploited the interna-
tional institutions we helped to build. They subsi-
dized their industries, forced technology transfers,
and distorted markets. These and other actions
challenged America’s economic security. At home,
excessive regulations and high taxes stifled growth
and weakened free enterprise—history’s great-
est antidote to poverty. Each time government
encroached on the productive activities of private
commerce, it threatened not only our prosperity
but also the spirit of creation and innovation that

has been key to our national greatness.

A Competitive World

The United States will respond to the growing
political, economic, and military competitions we
face around the world.

China and Russia challenge American power, influ-
ence, and interests, attempting to erode American
security and prosperity. They are determined to
make economies less free and less fair, to grow
their militaries, and to control information and
data to repress their societies and expand their
influence. At the same time, the dictatorships of
the Democratic People’s Republic of Korea and the
Islamic Republic of Iran are determined to desta-
bilize regions, threaten Americans and our allies,

and brutalize their own people. Transnational
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threat groups, from jihadist terrorists to transna-
tional criminal organizations, are actively trying
to harm Americans. While these challenges dif-
fer in nature and magnitude, they are fundamen-
tally contests between those who value human
dignity and freedom and those who oppress

individuals and enforce uniformity.

These competitions require the United States
to rethink the policies of the past two decades—poli-
cies based on the assumption that engagement with
rivals and their inclusion in international insti-
tutions and global commerce would turn them
into benign actors and trustworthy partners. For

the most part, this premise turned out to be false.

Rival actors use propaganda and other meansto try
to discredit democracy. They advance anti-Western
views and spread false information to create divi-
sions among ourselves, our allies, and our partners.
In addition, jihadist terrorists such as ISIS and
al-Qa’ida continue to spread a barbaric ideology
that calls for the violent destruction of governments
and innocents they consider to be apostates. These
jihadist terrorists attempt to force those under

their influence to submit to Sharia law.

America’s military remains the strongest in the
world. However, U.S. advantages are shrinking
as rival states modernize and build up their con-
ventional and nuclear forces. Many actors can
now field a broad arsenal of advanced missiles,
including variants that can reach the American
homeland. Access to technology empowers and
emboldens otherwise weak states. North Korea—a
country that starves its own people—has spent
hundreds of millions of dollars on nuclear, chem-
ical, and biological weapons that could threaten
our homeland. In addition, many actors have
become skilled at operating below the thresh-
old of military conflict—challenging the United
States, our allies, and our partners with hostile
actions cloaked in deniability. Our task is to ensure

that American military superiority endures, and

in combination with other elements of national
power, is ready to protect Americans against
sophisticated challenges to national security.

The contest over information accelerates these
political, economic, and military competitions.
Data, like energy, will shape U.S. economic prosper-
ity and our future strategic position in the world.
The ability to harness the power of data is fun-
damental to the continuing growth of America’s
economy, prevailing against hostile ideologies,
and building and deploying the most effective
military in the world.

We learned the difficult lesson that when America
does not lead, malign actors fill the void to the dis-
advantage of the United States. When America
does lead, however, from a position of strength
and confidence and in accordance with our inter-
ests and values, all benefit.

Competition does not always mean hostility, nor
does it inevitably lead to conflict—although none
should doubt our commitment to defend our inter-
ests. An America that successfully competes is the
best way to prevent conflict. Just as American weak-
ness invites challenge, American strength and con-
fidence deters war and promotes peace.

An America First
National Security Strategy

The competitions and rivalries facing the United
States are not passing trends or momentary prob-
lems. They are intertwined, long-term challenges
that demand our sustained national attention and
commitment.

America possesses unmatched political, eco-
nomic, military, and technological advantages.
But to maintain these advantages, build upon our
strengths, and unleash the talents of the American
people, we must protect four vital national inter-
ests in this competitive world.
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First, our fundamental responsibility is to
protect the American people, the homeland,
and the American way of life. We will strengthen
control of our borders and reform our immigra-
tion system. We will protect our critical infrastruc-
ture and go after malicious cyber actors. A layered
missile defense system will defend our homeland
against missile attacks. And we will pursue threats
to their source, so that jihadist terrorists are
stopped before they ever reach our borders.

Second, we will promote American prosperity.
We will rejuvenate the American economy for
the benefit of American workers and companies.
We will insist upon fair and reciprocal economic
relationships to address trade imbalances. The
United States must preserve our lead in research
and technology and protect our economy from
competitors who unfairly acquire our intellec-
tual property. And we will embrace America’s
energy dominance because unleashing abundant
energy resources stimulates our economy.

Third, we will preserve peace through strength
by rebuilding our military so that it remains pre-
eminent, deters our adversaries, and if necessary,
is able to fight and win. We will compete with all
tools of national power to ensure that regions of
the world are not dominated by one power. We
will strengthen America’s capabilities—includ-
ing in space and cyberspace—and revitalize oth-
ers that have been neglected. Allies and partners
magnify our power. We expect them to shoul-
der a fair share of the burden of responsibil-
ity to protect against common threats.

Fourth, we will advance American influence
because a world that supports American inter-
ests and reflects our values makes America more
secure and prosperous. We will compete and lead
in multilateral organizations so that American
interests and principles are protected. America’s
commitment to liberty, democracy, and the rule of
law serves as an inspiration for those living under

tyranny. We can play a catalytic role in promoting
private-sector-led economic growth, helping aspir-
ing partners become future trading and security
partners. And we will remain a generous nation,
even as we expect others to share responsibility.

Strengthening our sovereignty—the first duty of
a government is to serve the interests of its own
people—is a necessary condition for protecting
these four national interests. And as we strengthen
our sovereignty we will renew confidence in our-
selves as a nation. We are proud of our history,
optimistic about America’s future, and confident
of the positive example the United States offers to
the world. We are also realistic and understand
that the American way of life cannot be imposed
upon others, nor is it the inevitable culmination
of progress. Together with our allies, partners,
and aspiring partners, the United States will pur-
sue cooperation with reciprocity. Cooperation
means sharing responsibilities and burdens.
In trade, fair and reciprocal relationships ben-
efit all with equal levels of market access and
opportunities for economic growth. An America
First National Security Strategy appreciates that
America will catalyze conditions to unleash eco-
nomic success for America and the world.

In the United States, free men and women have
created the most just and prosperous nation in
history. Our generation of Americans is now
charged with preserving and defending that
precious inheritance. This National Security
Strategy shows the way.

O
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PILLAR I

PROTECT THE AMERICAN PEOPLE,
THE HOMELAND, AND
THE AMERICAN WAY OF LIFE

“We will defend our country, protect our communities,

and put the safety of the American people first.”

PRESIDENT DONALD J. TRUMP

his National Security Strategy begins

with the determination to protect the

American people, the American way
of life, and American interests. Americans have
long recognized the benefits of an interconnected
world, where information and commerce flow
freely. Engaging with the world, however, does
not mean the United States should abandon its
rights and duties as a sovereign state or compro-
mise its security. Openness also imposes costs,
since adversaries exploit our free and demo-

cratic system to harm the United States.

North Korea seeks the capability to kill millions of
Americans with nuclear weapons. Iran supports
terrorist groups and openly calls for our destruc-
tion. Jihadist terrorist organizations such as ISIS
and al-Qa’ida are determined to attack the United
States and radicalize Americans with their hate-
ful ideology. Non-state actors undermine social
order through drug and human trafficking net-
works, which they use to commit violent crimes

and kill thousands of American each year.

Adversaries target sources of American strength,

including our democratic system and our econ-

JULY 2017

omy. They steal and exploit our intellectual prop-
erty and personal data, interfere in our political
processes, target our aviation and maritime sec-
tors, and hold our critical infrastructure at risk.
All of these actions threaten the foundations of
the American way of life. Reestablishing lawful
control of our borders is a first step toward pro-
tecting the American homeland and strengthen-

ing American sovereignty.

We must prevent nuclear, chemical, radiological,
and biological attacks, block terrorists from reach-
ing our homeland, reduce drug and human traf-
ficking, and protect our critical infrastructure.
We must also deter, disrupt, and defeat poten-
tial threats before they reach the United States.
We will target jihadist terrorists and transna-
tional criminal organizations at their source and

dismantle their networks of support.

We must also take steps to respond quickly to meet
the needs of the American people in the event of
natural disaster or attack on our homeland. We
must build a culture of preparedness and resilience
across our governmental functions, critical infra-

structure, and economic and political systems.
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Secure U.S. Borders
and Territory

State and non-state actors place the safety of the
American people and the Nation’s economic
vitality at risk by exploiting vulnerabilities
across the land, air, maritime, space, and cyber-
space domains. Adversaries constantly evolve
their methods to threaten the United States and

our citizens. We must be agile and adaptable.

Defend Against Weapons
of Mass Destruction (WMD)

The danger from hostile state and non-state actors
who are trying to acquire nuclear, chemical, radio-
logical, and biological weapons is
increasing. The Syrian regime’s
use of chemical weapons against
its own citizens undermines
international norms against
these heinous weapons, which
may encourage more actors to
pursue and use them. ISIS has
used chemical weapons in Iraq
and Syria. Terrorist groups con-
tinue to pursue WMD-related
materials. We would face grave
danger if terrorists obtained
inadequately secured nuclear,

radiological, or biological material.

As missiles grow in numbers, types, and effec-
tiveness, to include those with greater ranges,
they are the most likely means for states like
North Korea to use a nuclear weapon against
the United States. North Korea is also pursuing
chemical and biological weapons which could
also be delivered by missile. China and Russia
are developing advanced weapons and capabil-
ities that could threaten our critical infrastruc-

ture and our command and control architecture.

Strengthening control
over our borders and
immigration system is
central to national security,
economic prosperity, and

the rule of law.

Priority Actions

ENHANCE MISSILE DEFENSE: The United States
is deploying a layered missile defense system
focused on North Korea and Iran to defend our
homeland against missile attacks. This system
will include the ability to defeat missile threats
prior to launch. Enhanced missile defense is
not intended to undermine strategic stabil-
ity or disrupt longstanding strategic relation-

ships with Russia or China.

DETECT AND DISRUPT WEAPONS OF MASS DESTRUCTION:
At our borders and within our territory, we will
bolster efforts to detect nuclear, chemical, radio-
logical, and biological agents and keep them from
being used against us. We will also better inte-
grate intelligence, law enforce-
ment, and emergency manage-
ment operations to ensure that
frontline defenders have the
right information and capabili-
ties to respond to WMD threats
from state and non-state actors.

ENHANCE COUNTERPROLIFERATION
MEASURES: Building on decades
of initiatives, we will aug-
ment measures to secure,
eliminate, and prevent the
spread of WMD and related
materials, their delivery sys-
tems, technologies, and knowledge to reduce
the chance that they might fall into the hands
of hostile actors. We will hold state and non-
state actors accountable for the use of WMD.

TARGET WMD TERRORISTS: We will direct coun-
terterrorism operations against terrorist WMD
specialists, financiers, administrators, and facilita-
tors. We will work with allies and partners to detect

and disrupt plots.
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Combat Biothreats and Pandemics

Biological incidents have the potential to cause
catastrophic loss of life. Biological threats to the
U.S. homeland—whether as the result of deliberate
attack, accident, or a natural outbreak—are growing

and require actions to address them at their source.

Naturally emerging outbreaks of viruses such as
Ebola and SARS, as well as the deliberate 2001
anthrax attacks in the United States, demon-
strated the impact of biological threats on national
security by taking lives, generating economic
losses, and contributing to a loss of confidence in

government institutions.

Advancements in life sciences that benefit our
health, economy, and society also open up new ave-
nues to actors who want to cause harm. Dedicated
state actors are likely to develop more advanced
bioweapons, and these capabilities may become

available to malicious non-state actors as well.

Priority Actions

DETECT AND CONTAIN BIOTHREATS AT THEIR SOURCE:
We will work with other countries to detect
and mitigate outbreaks early to prevent the
spread of disease. We will encourage other coun-
tries to invest in basic health care systems and
to strengthen global health security across the
intersection of human and animal health to pre-
vent infectious disease outbreaks. And we will
work with partners to ensure that laboratories
that handle dangerous pathogens have in place

safety and security measures.

SUPPORT BIOMEDICAL INNOVATION: We will protect
and support advancements in biomedical inno-
vation by strengthening the intellectual prop-
erty system that is the foundation of the biomedi-

cal industry.

IMPROVE EMERGENCY RESPONSE: At home, we will

strengthen our emergency response and uni-

fied coordination systems to rapidly character-
ize outbreaks, implement public health contain-
ment measures to limit the spread of disease,
and provide surge medical care—including
life-saving treatments.

Strengthen Border Control
and Immigration Policy

Strengthening control over our borders and
immigration system is central to national secu-
rity, economic prosperity, and the rule of law.
Terrorists, drug traffickers, and criminal car-
tels exploit porous borders and threaten U.S.
security and public safety. These actors adapt
quickly to outpace our defenses.

The United States affirms our sovereign right to
determine who should enter our country and
under what circumstances. The United States
understands the contributions immigrants have
made to our Nation throughout its history. Illegal
immigration, however, burdens the economy,
hurts American workers, presents public safety
risks, and enriches smugglers and other criminals.

The United States recognizes that decisions about
who to legally admit for residency, citizenship, or
otherwise are among the most important a coun-
try has to make. The United States will continue
to welcome lawful immigrants who do not pose
a security threat and whose entry is consistent
with the national interest, while at the same time
enhancing the screening and vetting of travelers,
closing dangerous loopholes, revising outdated
laws, and eliminating easily exploited vulnera-
bilities. We will also reform our current immi-
gration system, which, contrary to our national
interest and national security, allows for random-
ized entry and extended-family chain migration.
Residency and citizenship determinations should
be based on individuals’ merits and their ability
to positively contribute to U.S. society, rather than
chance or extended family connections.

\O)

296



NATIONAL SECURITY STRATEGY

Priority Actions

ENHANCE BORDER SECURITY: We will secure our
borders through the construction of a bor-
der wall, the use of multilayered defenses and
advanced technology, the employment of addi-
tional personnel, and other measures. The U.S.
Government will work with foreign partners to
deter, detect, and disrupt suspicious individuals
well before they enter the United States.

ENHANCE VETTING: The U.S. Government will
enhance vetting of prospective immigrants, ref-
ugees, and other foreign visitors to identify indi-
viduals who might pose a risk to national secu-
rity or public safety. We will set higher security
standards to ensure that we keep dangerous peo-
ple out of the United States and enhance our
information collection and analysis to identify
those who may already be within our borders.

ENFORCE IMMIGRATION LAWS: We will enforce
immigration laws, both at the border and in the
interior, to provide an effective deterrent to illegal
immigration. The apprehension and swift removal
ofillegal aliens at the borderiscritical to an effective
border security strategy. We must also increase
efforts to identify and counter fraud in the immi-
gration process, which undermines the integrity
of our immigration system, exploits vulnerable
individuals, and creates national security risks.

BOLSTER TRANSPORTATION SECURITY: We will
improve information sharing across our gov-
ernment and with foreign partners to enhance
the security of the pathways through which peo-
ple and goods enter the country. We will invest in
technology to counter emerging threats to our avi-
ation, surface, and maritime transportation sec-
tors. We will also work with international and

industry partners to raise security standards.

Pursue Threats
to Their Source

There is no perfect defense against the range of
threats facing our homeland. That is why America
must, alongside allies and partners, stay on the
offensive against those violent non-state groups
that target the United States and our allies.

The primary transnational threats Americans face
are from jihadist terrorists and transnational crim-
inal organizations. Although their objectives differ,
these actors pose some common challenges. First,
they exploit our open society. Second, they often
operate in loose confederations and adapt rapidly.
Third, they rely on encrypted communication and
the dark web to evade detection as they plot, recruit,
finance, and execute their operations. Fourth, they
thrive under conditions of state weakness and prey
on the vulnerable as they accelerate the break-
down of rules to create havens from which to plan
and launch attacks on the United States, our allies,
and our partners. Fifth, some are sheltered and
supported by states and do their bidding.

Defeat Jihadist Terrorists

Jihadist terrorist organizations present the most
dangerous terrorist threat to the Nation. America,
alongside our allies and partners, is fighting a long
war against these fanatics who advance a totali-
tarian vision for a global Islamist caliphate that
justifies murder and slavery, promotes repres-
sion, and seeks to undermine the American way
of life. Jihadist terrorists use virtual and physical
networks around the world to radicalize isolated
individuals, exploit vulnerable populations, and
inspire and direct plots.

Even after the territorial defeat of ISIS and al-Qa’ida
in Syria and Iraq, the threat from jihadist terror-
ists will persist. They have used battlefields as test
beds of terror and have exported tools and tactics
to their followers. Many of these jihadist terror-
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ists are likely to return to their home countries,
from which they can continue to plot and launch

attacks on the United States and our allies.

The United States also works with allies and
partners to deter and dis-
rupt other foreign terror-
ist groups that threaten

the homeland—includ-

We will give our frontline

ing Iranian-backed groups

such as Lebanese Hizballah.

security, law enforcement, and

Priority Actions

the tools, authorities, and

DISRUPT TERROR PLOTS: We will
enhance intelligence shar-
ing domestically and with for-
eign partners. We will give
our frontline defenders—
including homeland secu-
rity, law enforcement, and intelligence profes-
sionals—the tools, authorities, and resources to

stop terrorist acts before they take place.

TAKE DIRECT ACTION: The U.S. military and other
operating agencies will take direct action against
terrorist networks and pursue terrorists who
threaten the homeland and U.S. citizens regard-
less of where they are. The campaigns against ISIS
and al-Qa’ida and their affiliates demonstrate that
the United States will enable partners and sus-
tain direct action campaigns to destroy terrorists
and their sources of support, making it harder for

them to plot against us.

ELIMINATE TERRORIST SAFE HAVENS: Time and ter-
ritory allow jihadist terrorists to plot, so we will
act against sanctuaries and prevent their reemer-
gence, before they can threaten the U.S. home-
land. We will go after their digital networks and
work with private industry to confront the chal-
lenge of terrorists and criminals “going dark” and

using secure platforms to evade detection.

defenders—including homeland

intelligence professionals—

resources to stop terrorist acts

before they take place.

SEVER SOURCES OF STRENGTH: We will disrupt the
financial, materiel, and personnel supply chains of
terrorist organizations. We will sever their financ-
ing and protect the U.S. and international financial
systems from abuse. We will degrade their ability
to message and attract poten-
tial recruits. This includes
combating the evil ideology
of jihadists by exposing its
falsehoods, promoting count-
er-narratives, and amplify-
ing credible voices.

SHARE RESPONSIBILITY: Our
allies and partners, who are
also targets of terrorism, will
continue to share responsi-
bility in fighting these bar-
baric groups. We will help our
partners develop and respon-
sibly employ the capacity to
degrade and maintain persistent pressure against
terrorists and will encourage partners to work
independently of U.S. assistance.

COMBAT RADICALIZATION AND RECRUITMENT IN
coMMuUNITIES: The United States rejects bigotry
and oppression and seeks a future built on our val-
ues as one American people. We will deny vio-
lent ideologies the space to take root by improving
trust among law enforcement, the private sector,
and American citizens. U.S. intelligence and home-
land security experts will work with law enforce-
ment and civic leaders on terrorism prevention and
provide accurate and actionable information about
radicalization in their communities.

Dismantle Transnational
Criminal Organizations

The United States must devote greater resources
to dismantle transnational criminal organiza-
tions (TCOs) and their subsidiary networks. Some
have established global supply chains that are

)
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comparable to Fortune 500 corporations. Every
day they deliver drugs to American communities,
fuel gang violence, and engage in cybercrime. The
illicit opioid epidemic, fed by drug cartels as well
as Chinese fentanyl traffickers, kills tens of thou-
sands of Americans each year. These organizations
weaken our allies and partners too, by corrupting
and undermining democratic institutions. TCOs
are motivated by profit, power, and political influ-
ence. They exploit weak governance and enable
other national security threats, including terror-
ist organizations. In addition, some state adver-
saries use TCOs as instruments of national power,
offering them territorial sanctuary where they
are free to conduct unattributable cyber intru-
sions, sabotage, theft, and political subversion.

Priority Actions

IMPROVE STRATEGIC PLANNING AND INTELLIGENCE:
We will establish national-level strategic intelli-
gence and planning capabilities
to improve the ability of agen-
cies to work together to combat
TCOs at home and abroad.

DEFEND COMMUNITIES: We will
deny TCOs the ability to harm
Americans. We will support
public health efforts to halt the
growth of'illicit drug use in the

era will determine

United States, expand national
and community-based preven-
tion efforts, increase access to
evidenced-based treatment for
addiction, improve prescrip-
tion drug monitoring, and provide training on

substance use disorders for medical personnel.

DEFEND IN DEPTH: U.S. agencies and foreign
partners will target TCO leaders and their sup-
port infrastructure. We will assist countries, par-
ticularly in the Western Hemisphere, to break
the power of these organizations and networks.

America’s response
to the challenges and

opportunities of the cyber

our future prosperity

and security.

COUNTER CYBER CRIMINALS: We will use sophisti-
cated investigative tools to disrupt the ability of
criminals to use online marketplaces, crypto-
currencies, and other tools for illicit activities.
The United States will hold countries accountable

for harboring these criminals.

Keep America Safe
in the Cyber Era

America’s response to the challenges and oppor-
tunities of the cyber era will determine our future
prosperity and security. For most of our history, the
United States has been able to protect the home-
land by controlling its land, air, space, and mari-
time domains. Today, cyberspace offers state and
non-state actors the ability to wage campaigns
against American political, economic, and secu-
rity interests without ever physically crossing
our borders. Cyberattacks offer adversaries low-
cost and deniable opportunities
to seriously damage or disrupt
critical infrastructure, cripple
American businesses, weaken
our Federal networks, and
attack the tools and devices that
Americans use every day to com-
municate and conduct business.

Critical infrastructure keeps our
food fresh, our houses warm,
our trade flowing, and our cit-
izens productive and safe. The
vulnerability of U.S. critical
infrastructure to cyber, phys-
ical, and electromagnetic attacks means that
adversaries could disrupt military command and
control, banking and financial operations, the elec-

trical grid, and means of communication.

Federal networks also face threats. These networks
allow government agencies to carry out vital func-
tions and provide services to the American peo-

&
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ple. The government must do a better job of pro-
tecting data to safeguard information and the
privacy of the American people. Our Federal net-

works must be modernized and updated.

In addition, the daily lives of most Americans rely
on computer-driven and interconnected technolo-
gies. As our reliance on computers and connectiv-
ity increases, we become increasingly vulnerable
to cyberattacks. Businesses and individuals must

be able to operate securely in cyberspace.

Security was not a major consideration when the
Internet was designed and launched. As it evolves,
the government and private sector must design
systems that incorporate prevention, protec-
tion, and resiliency from the start, not as an after-
thought. We must do so in a way that respects free
markets, private competition, and the limited but
important role of government in enforcing the
rule of law. As we build the next generation of dig-
ital infrastructure, we have an opportunity to put

our experience into practice.

The Internet is an American invention, and it
should reflect our values as it continues to trans-
form the future for all nations and all genera-
tions. A strong, defensible cyber infrastructure
fosters economic growth, protects our liberties,

and advances our national security.

Priority Actions

IDENTIFY AND PRIORITIZE RISK: To improve the secu-
rity and resilience of our critical infrastruc-
ture, we will assess risk across six key areas:
national security, energy and power, banking and
finance, health and safety, communications, and
transportation. We will assess where cyberat-
tacks could have catastrophic or cascading con-
sequences and prioritize our protective efforts,

capabilities, and defenses accordingly.

BUILD DEFENSIBLE GOVERNMENT NETWORKS: We will
use the latest commercial capabilities, shared ser-
vices, and best practices to modernize our Federal
information technology. We will improve our abil-
ity to provide uninterrupted and secure communi-

cations and services under all conditions.

DETER AND DISRUPT MALICIOUS CYBER ACTORS:
The Federal Government will ensure that those
charged with securing critical infrastructure have
the necessary authorities, information, and capa-
bilities to prevent attacks before they affect or
hold at risk U.S. critical infrastructure. The United
States will impose swift and costly consequences
on foreign governments, criminals, and other
actors who undertake significant malicious cyber
activities. We will work with allies and friends to
expand our awareness of malicious activities. A
stronger and more resilient critical infrastructure
will strengthen deterrence by creating doubt in our

adversaries that they can achieve their objectives.

IMPROVE INFORMATION SHARING AND SENSING:
The U.S. Government will work with our critical
infrastructure partners to assess their informa-
tional needs and to reduce the barriers to informa-
tion sharing, such as speed and classification lev-
els. We will also invest in capabilities that improve
the ability of the United States to attribute cyber-
attacks. In accordance with the protection of civil
liberties and privacy, the U.S. Government will
expand collaboration with the private sector so that

we can better detect and attribute attacks.

DEPLOY LAYERED DEFENSES: Since threats transit
globally, passing through communications back-
bones without challenge, the U.S. Government will
work with the private sector to remediate known
bad activities at the network level to improve
the security of all customers. Malicious activ-
ity must be defeated within a network and not be

passed on to its destination whenever possible.

9
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Promote American
Resilience

Despite our best efforts, our government cannot
prevent all dangers to the American people. We
can, however, help Americans remain resilient in
the face of adversity. Resilience includes the abil-
ity to withstand and recover rapidly from delib-
erate attacks, accidents, natural disasters, as well
as unconventional stresses, shocks, and threats
to our economy and democratic system. In the
event of a disaster, Federal, state, and local agen-
cies must perform essential functions and have
plans in place to ensure the continuation of our
constitutional form of government.

Reducing risk and building more resilient com-
munities are the best ways to protect people, prop-
erty, and taxpayer dollars from loss and disrup-
tion. Through risk-informed investments, we will
build resilient communities and infrastructure
to protect and benefit future generations.

Should tragedy strike, the U.S. Government will
help communities recover and rebuild. Citizens
must be confident in our government, but also rec-
ognize that response and recovery begins with
individuals and local communities. In difficult
times, the true character of the American peo-
ple emerges: their strength, their love, and their
resolve. Our first responders selflessly run toward
danger, and volunteers rally to the aid of neigh-
bors when disaster strikes.

A democracy is only as resilient as its people. An
informed and engaged citizenry is the fundamen-
tal requirement for a free and resilient nation. For
generations, our society has protected free press,
free speech, and free thought. Today, actors such
as Russia are using information tools in an attempt
to undermine the legitimacy of democracies.
Adversaries target media, political processes, finan-
cial networks, and personal data. The American
public and private sectors must recognize this and

work together to defend our way of life. No exter-
nal threat can be allowed to shake our shared
commitment to our values, undermine our sys-
tem of government, or divide our Nation.

Priority Actions

IMPROVE RISK MANAGEMENT: The United States will
improve its ability to assess the threats and haz-
ards that pose the greatest risks to Americans
and will prioritize resources based on the high-
est risks.

BUILD A CULTURE OF PREPAREDNESS: This Admin-
istration will take steps to build a culture of pre-
paredness, informing and empowering commu-
nities and individuals to obtain the skills and
take the preparatory actions necessary to become
more resilient against the threats and hazards
that Americans face.

IMPROVE PLANNING: State and local governments
must conduct realistic exercises that test exist-
ing plans to make sure that they are sound and
can be executed. Agencies from all levels of gov-
ernment must coordinate better and apply lessons
learned from exercises to pinpoint the areas and
capabilities that require improvement.

INCENTIVIZE INFORMATION SHARING: To improve the
coordination among the private sector and all lev-
els of government that is needed to improve resil-
ience, we must make a stronger commitment to
protecting sensitive information so that all part-
ners actively identify and share vulnerabilities
and work collaboratively to reduce them.
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PROMOTE AMERICAN PROSPERITY

“Economic security is national security.”

PRESIDENT DONALD J. TRUMP

strong economy protects the American
people, supports our way of life, and sus-
tains American power. American work-
ers thrive when they are free to innovate, develop
and access our abundant natural resources, and
operate in markets free from excessive regula-
tions and unfair foreign trade practices. A grow-
ing and innovative economy allows the United
States to maintain the world’s most powerful mili-

tary and protect our homeland.

We must rebuild our economic strength and
restore confidence in the American economic
model. Over decades, American factories, com-
panies, and jobs moved overseas. After the 2008
global financial crisis, doubt replaced confidence.
Risk-aversion and regulations replaced investment
and entrepreneurship. The recovery produced ane-
mic growth in real earnings for American workers.
The U.S. trade deficit grew as a result of several fac-

tors, including unfair trading practices.

For 70 years, the United States has embraced a
strategy premised on the belief that leadership
of a stable international economic system rooted
in American principles of reciprocity, free mar-
kets, and free trade served our economic and
security interests. Working with our allies and
partners, the United States led the creation of
a group of financial institutions and other eco-
nomic forums that established equitable rules

and built instruments to stabilize the interna-

NOVEMBER 2017

tional economy and remove the points of friction
that had contributed to two world wars.

That economic system continues to serve our
interests, but it must be reformed to help American
workers prosper, protect our innovation,
and reflect the principles upon which that sys-
tem was founded. Trading partners and inter-
national institutions can do more to address
trade imbalances and adhere to and enforce the
rules of the order.

Today, American prosperity and security are
challenged by an economic competition play-
ing out in a broader strategic context. The United
States helped expand the liberal economic trad-
ing system to countries that did not share our val-
ues, in the hopes that these states would liber-
alize their economic and political practices and
provide commensurate benefits to the United
States. Experience shows that these countries dis-
torted and undermined key economic institu-
tions without undertaking significant reform of
their economies or politics. They espouse free trade
rhetoric and exploit its benefits, but only adhere
selectively to the rules and agreements.

We welcome all economic relationships rooted in
fairness, reciprocity, and faithful adherence to the
rules. Those who join this pursuit will be our clos-
est economic partners. But the United States will
no longer turn a blind eye to violations, cheating,
or economic aggression. We must work with like-

)
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minded allies and partners to ensure our princi-
ples prevail and the rules are enforced so that our

economies prosper.

The United States will pursue
an economic strategy that reju-
venates the domestic economy,
benefits the American worker,
revitalizes the U.S. manufactur-
ing base, creates middle-class
jobs, encourages innovation, pre-
serves technological advantage,
safeguards the environment,
and achieves energy dominance.
Rebuilding economic strength
at home and preserving a fair
and reciprocal international
economic system will enhance
our security and advance pros-
perity and peace in the world.

Rejuventate the
Domestic Economy

Economic challenges at home demand that we
understand economic prosperity as a pillar of
national security. Despite low unemployment
rates and stock market gains, overall economic
growth has, until recently, been anemic since
the 2008 recession. In the past five years, gross
domestic product (GDP) growth hovered barely
above two percent, and wages stagnated. Taxes
increased, and health insurance and prescrip-
tion drug costs continued to rise, albeit at a slower
pace. Education costs climbed at rates far above
inflation, increasing student debt. Productivity
growth fell to levels not seen in decades.

Significant government intrusion in the economy
slowed growth and job creation. Regulatory and
corporate tax policies incentivized businesses to
invest overseas and disadvantaged American com-
panies against foreign competitors. Excessive reg-

Rebuilding economic
strength at home and
preserving a fair and
reciprocal international
economic system will
enhance our security and
advance prosperity and

peace in the world.

ulation burdened small businesses. Banking regu-
lations squelched new bank formation and caused
hundreds of small banks to close. Regulation
decreased credit availability to
consumers and decreased prod-
uct choice. Excessive environ-
mental and infrastructure reg-
ulations impeded American
energy trade and the devel-
opment of new infrastruc-

ture projects.

Moreover, the poor state of our
physical infrastructure stulti-
fied the economy, reduced the
profitability of American small
businesses, and slowed the pro-
ductivity of American workers.
America’s digital infrastructure
also fell behind. Improvements
in bandwidth, better broadband connectiv-
ity, and protection from persistent cyberattacks
are needed to support America’s future growth.
Economic and personal transactions are depen-
dent upon the “.com world,” and wealth creation
depends on a reliable, secure Internet.

The Administration is dedicated to rejuvenat-
ing the U.S. economy, unleashing the potential of
all Americans, and restoring confidence in our
free market system. Promoting American pros-
perity makes America more secure and advances
American influence in the world.

Priority Actions

REDUCE REGULATORY BURDENS: Departments and
agencies will eliminate unnecessary regulations
that stifle growth, drive up costs for American busi-
nesses, impede research and development, dis-
courage hiring, and incentivize domestic busi-
nesses to move overseas. We will balance our
reduction in regulations with adequate protec-
tions and oversight.
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PROMOTE TAX REFORM: This Administration will
work with the Congress to create a simpler, fairer,
and pro-growth tax code that encourages the
creation of higher wage jobs and gives middle-
income families tax relief. Reduced business
tax rates and a territorial system for foreign sub-
sidiary earnings will improve the competitive-
ness of American companies and encourage their
return to the United States.

IMPROVE AMERICAN INFRASTRUCTURE: Federal, state,
and local governments will work together with pri-
vate industry to improve our airports, seaports
and waterways, roads and railways, transit sys-
tems, and telecommunications. The United States
will use our strategic advantage as a leading natu-
ral gas producer to transform transportation and
manufacturing. We will improve America’s digital
infrastructure by deploying a secure 5G Internet
capability nationwide. These improvements will
increase national competitiveness, benefit the envi-
ronment, and improve our quality of life.

REDUCE THE DEBT THROUGH FISCAL
RESPONSIBILITY: The national
debt, now over $20 trillion, pres-
ents a grave threat to America’s
long-term prosperity and, by
extension, our national security.
By restraining Federal spending,
making government more effi-
cient, and by modernizing our
tax system and making our busi-
nesses globally competitive, our
economy will grow and make the
existing debt more serviceable.

SUPPORT EDUCATION AND
APPRENTICESHIP PROGRAMS:

We will support apprenticeships and work-
force development programs that pre-
pare American workers for high-wage
manufacturing and science, technology, engi-
neering, and mathematics (STEM) jobs of the
21st century.

The Administration is
dedicated to rejuvenating
the U.S. economy,
unleashing the potential
of all Americans, and
restoring confidence in our

free market system.

Promote Free, Fair,
and Reciprocal Economic
Relationships

For decades, the United States has allowed unfair
trading practices to grow. Other countries have
used dumping, discriminatory non-tariff barri-
ers, forced technology transfers, non-economic
capacity, industrial subsidies, and other support
from governments and state-owned enterprises to

gain economic advantages.

Today we must meet the challenge. We will address
persistent trade imbalances, break down trade
barriers, and provide Americans new opportuni-
ties to increase their exports. The United States
will expand trade that is fairer so that U.S. work-
ers and industries have more opportunities to
compete for business. We oppose closed mercan-
tilist trading blocks. By strengthening the inter-
national trading system and incentivizing other

countries to embrace mar-

ket-friendly policies, we can

enhance our prosperity.

The United States distinguishes
between economic competition
with countries that follow fair
and free market principles and
competition with those that act
with little regard for those prin-
ciples. We will compete with
like-minded states in the eco-
nomic domain—particularly
where trade imbalances exist—
while recognizing that compe-
tition is healthy when nations
share values and build fair and reciprocal rela-
tionships. The United States will pursue enforce-
ment actions when countries violate the rules
to gain unfair advantage. The United States will
engage industrialized democracies and other like-

minded states to defend against economic aggres-
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sion, in all its forms, that threatens our com-
mon prosperity and security.

Priority Actions

ADOPT NEW TRADE AND INVESTMENT AGREEMENTS
AND MODERNIZE EXISTING ONES: The United States
will pursue bilateral trade and investment agree-
ments with countries that commit to fair and recip-
rocal trade and will modernize existing agree-
ments to ensure they are consistent with those
principles. Agreements must adhere to high stan-
dards in intellectual property, digital trade, agri-
culture, labor, and the environment.

COUNTER UNFAIR TRADE PRACTICES: The United
States will counter all unfair trade practices that
distort markets using all appropriate means,
from dialogue to enforcement tools.

COUNTER FOREIGN CORRUPTION: Using our eco-
nomic and diplomatic tools, the United States will
continue to target corrupt foreign officials and
work with countries to improve their ability to
fight corruption so U.S. companies can compete
fairly in transparent business climates.

WORK WITH LIKE-MINDED PARTNERS: The United
States will work with like-minded partners to pre-
serve and modernize the rules of a fair and recip-
rocal economic order. Together we will emphasize
fair trade enforcement actions when necessary, as
well as multinational efforts to ensure transpar-
ency and adherence to international standards
within trade and investment projects.

FACILITATE NEW MARKET OPPORTUNITIES: The United
States will partner with countries as they build
their export markets, promote free market com-
petition, and incentivize private sector growth.
We will expand U.S. trade and investment oppor-
tunities and increase the market base for U.S.
goods and services.

Lead in Research, Technology,
Invention, and Innovation

The United States will build on the ingenuity
that has launched industries, created jobs, and
improved the quality of life at home and abroad.
To maintain our competitive advantage, the
United States will prioritize emerging technolo-
gies critical to economic growth and security, such
as data science, encryption, autonomous tech-
nologies, gene editing, new materials, nanotech-
nology, advanced computing technologies, and
artificial intelligence. From self-driving cars to
autonomous weapons, the field of artificial intelli-
gence, in particular, is progressing rapidly.

The United States must continue to attract the inno-
vative and the inventive, the brilliant and the bold.
We will encourage scientists in government, aca-
demia, and the private sector to achieve advance-
ments across the full spectrum of discovery, from
incremental improvements to game-changing
breakthroughs. We will nurture a healthy inno-
vation economy that collaborates with allies and
partners, improves STEM education, draws on an
advanced technical workforce, and invests in ear-
ly-stage research and development (R&D).

Priority Actions

UNDERSTAND WORLDWIDE SCIENCE AND TECH-
NOLOGY (s&T) TRENDS: To retain U.S. advantages
over our competitors, U.S. Government agencies
must improve their understanding of worldwide
S&T trends and how they are likely to influence—
or undermine—American strategies and programs.

ATTRACT AND RETAIN INVENTORS AND INNOVATORS:
The U.S. Government must improve our collab-
oration with industry and academia and our
recruitment of technical talent. We will remove
barriers to the full use of talent across Federal
agencies, and increase incentives for hiring and
retaining Federal STEM employees. Initiatives
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will include rapid hiring, swift adjudication of
national security clearances, and offers of com-
petitive salaries. We must create easier paths
for the flow of scientists, engineers, and technol-
ogists into and out of public service.

LEVERAGE PRIVATE CAPITAL AND EXPERTISE TO BUILD
AND INNOVATE: The U.S. Government will use pri-
vate sector technical expertise and R&D capabili-
ties more effectively. Private industry owns many
of the technologies that the government relies
upon for critical national security missions. The
Department of Defense and other agencies will
establish strategic partnerships with U.S. compa-
nies to help align private sector R&D resources to

priority national security applications.

RAPIDLY FIELD INVENTIONS AND INNOVATIONS: The
United States must regain the element of surprise
and field new technologies at the pace of mod-
ern industry. Government agencies must shift
from an archaic R&D process to an approach that
rewards rapid fielding and risk taking.

Promote and Protect
the U.S. National Security
Innovation Base

America’s business climate and legal and regu-
latory systems encourage risk taking. We are a
nation of people who work hard, dream big, and
never give up. Not every country shares these
characteristics. Some instead steal or illicitly
acquire America’s hard-earned intellectual prop-
erty and proprietary information to compensate
for their own systemic weaknesses.

Every year, competitors such as China steal U.S.
intellectual property valued at hundreds of bil-
lions of dollars. Stealing proprietary technol-
ogy and early-stage ideas allows competitors to
unfairly tap into the innovation of free societ-
ies. Over the years, rivals have used sophisticated

means to weaken our businesses and our econ-
omy as facets of cyber-enabled economic war-
fare and other malicious activities. In addition to
these illegal means, some actors use largely legit-
imate, legal transfers and relationships to gain
access to fields, experts, and trusted foundries
that fill their capability gaps and erode America’s
long-term competitive advantages.

We must defend our National Security Innovation
Base (NSIB) against competitors. The NSIB is
the American network of knowledge, capabili-
ties, and people—including academia, National
Laboratories, and the private sector—that turns
ideas into innovations, transforms discoveries
into successful commercial products and com-
panies, and protects and enhances the American
way of life. The genius of creative Americans, and
the free system that enables them, is critical to
American security and prosperity.

Protecting the NSIB requires a domestic and inter-
national response beyond the scope of any indi-
vidual company, industry, university, or govern-
ment agency. The landscape of innovation does
not divide neatly into sectors. Technologies that
are part of most weapon systems often originate
in diverse businesses as well as in universities and
colleges. Losing our innovation and technologi-
cal edge would have far-reaching negative implica-
tions for American prosperity and power.

Priority Actions

UNDERSTAND THE CHALLENGES: The U.S. Government
will develop a capability to integrate, monitor, and
better understand the national security implica-
tions of unfair industry trends and the actions of
our rivals. We will explore new ways to share this
information with the private sector and academia
so they better understand their responsibilities in
curtailing activities that undercut America’s NSIB.

PROTECT INTELLECTUAL PROPERTY: The United States
will reduce the illicit appropriation of U.S. pub-

&
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lic and private sector technology and technical
knowledge by hostile foreign competitors. While
maintaining an investor-friendly climate, this
Administration will work with the Congress to
strengthen the Committee on Foreign Investment
in the United States (CFIUS) to ensure it addresses
current and future national
security risks. The United States
will prioritize counterintel-
ligence and law enforcement
activities to curtail intellectual
property theft by all sources
and will explore new legal and
regulatory mechanisms to pre-

vent and prosecute violations.

TIGHTEN VISA PROCEDURES:

The United States will review

visa procedures to reduce economic theft by
non-traditional intelligence collectors. We will
consider restrictions on foreign STEM stu-
dents from designated countries to ensure
that intellectual property is not transferred
to our competitors, while acknowledging the
importance of recruiting the most advanced tech-
nical workforce to the United States.

PROTECT DATA AND UNDERLYING INFRASTRUCTURE:
The United States will expand our focus beyond
protecting networks to protecting the data on
those networks so that it remains secure—both at
rest and in transit. To do this, the U.S. Government
will encourage practices across companies
and universities to defeat espionage and theft.

Embrace Energy Dominance

For the first time in generations, the United States
will be an energy-dominant nation. Energy dom-
inance—America’s central position in the global
energy systemas aleading producer, consumer,and
innovator—ensures that markets are free and U.S.

infrastructure is resilient and secure. It ensures

For the first time in
generations, the United
States will be an energy-

dominant nation.

that access to energy is diversified, and recognizes
the importance of environmental stewardship.

Access to domestic sources of clean, affordable,
and reliable energy underpins a prosperous,
secure, and powerful America for decades to come.
Unleashing these abundant
energy resources—coal, natural
gas, petroleum, renewables, and
nuclear—stimulates the econ-
omy and builds a foundation for
future growth. Our Nation must
take advantage of our wealth in
domestic resources and energy
efficiency to promote competi-

tiveness across our industries.

The United States also anchors

the North American energy sys-
tem, which is one of the most highly integrated in
the world. Our vibrant cross-border energy trade
and investment are vital for a robust and resilient
U.S. economy and energy market. We are com-
mitted to supporting energy initiatives that will
attract investments, safeguard the environment,
strengthen our energy security, and unlock the
enormous potential of our shared region.

Climate policies will continue to shape the global
energy system. U.S. leadership is indispensable
to countering an anti-growth energy agenda that
is detrimental to U.S. economic and energy secu-
rity interests. Given future global energy demand,
much of the developing world will require fossil
fuels, as well as other forms of energy, to power their
economies and lift their people out of poverty. The
United States will continue to advance an approach
that balances energy security, economic develop-
ment, and environmental protection. The United
States will remain a global leader in reducing tradi-
tional pollution, as well as greenhouse gases, while
expanding our economy. This achievement, which
can serve as a model to other countries, flows from
innovation, technology breakthroughs, and energy
efficiency gains, not from onerous regulation.

&
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As a growing supplier of energy resources, technol-
ogies, and services around the world, the United
States will help our allies and partners become
more resilient against those that use energy to
coerce. America’s role as an energy exporter will
also require an assessment of our vulnerabilities
and a resilient American infrastructure.

Finally, the Nation’s long-term energy security
future rests with our people. We must invest in our
future by supporting innovation and R&D, includ-
ing through the National Laboratories.

Priority Actions

REDUCE BARRIERS: The United States will promote
clean and safe development of our energy resources,
while limiting regulatory burdens that encum-
ber energy production and constrain economic
growth. We will streamline the Federal regula-
tory approval processes for energy infrastructure,
from pipeline and export terminals to container
shipments and gathering lines, while also ensuring
responsible environmental stewardship.

PROMOTE EXPORTS: The United States will pro-
mote exports of our energy resources, technolo-
gies, and services, which helps our allies and part-
ners diversify their energy sources and brings
economic gains back home. We will expand our
export capacity through the continued support of
private sector development of coastal terminals,
allowing increased market access and a greater
competitive edge for U.S. industries.

ENSURE ENERGY SECURITY: The United States will
work with allies and partners to protect global
energy infrastructure from cyber and physical
threats. The United States will support the diver-
sification of energy sources, supplies, and routes
at home and abroad. We will modernize our stra-
tegic petroleum stocks and encourage other
countries to develop their own—consistent with
their national energy security needs.

ATTAIN UNIVERSAL ENERGY ACCESS: The United
States will seek to ensure universal access to
affordable, reliable energy, including highly effi-
cient fossil fuels, nuclear, and renewables, to
help reduce poverty, foster economic growth,
and promote prosperity.

FURTHER AMERICA’S TECHNOLOGICAL EDGE: We will
improve America’s technological edge in energy,
including nuclear technology, next-generation
nuclear reactors, better batteries, advanced com-
puting, carbon-capture technologies, and opportu-
nities at the energy-water nexus. The United States
will continue to lead in innovative and efficient
energy technologies, recognizing the economic
and environmental benefits to end users.
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PRESERVE PEACE
THROUGH STRENGTH

‘As long as I am President, the servicemen and women who defend our

Nation will have the equipment, the resources, and the funding they need to

secure our homeland, to respond to our enemies quickly and decisively, and,

when necessary, to fight, to overpower, and to always, always, always win.

PRESIDENT DONALD J. TRUMP

central continuity in history is the con-

test for power. The present time period

is no different. Three main sets of chal-
lengers—the revisionist powers of China and
Russia, the rogue states of Iran and North Korea,
and transnational threat organizations, particu-
larly jihadist terrorist groups—are actively com-
peting against the United States and our allies
and partners. Although differing in nature and
magnitude, these rivals compete across politi-
cal, economic, and military arenas, and use tech-
nology and information to accelerate these con-
tests in order to shift regional balances of power
in their favor. These are fundamentally political
contests between those who favor repressive sys-

tems and those who favor free societies.

China and Russia want to shape a world antithetical
to U.S. values and interests. China seeks to displace
the United States in the Indo-Pacific region, expand
the reaches of its state-driven economic model,
and reorder the region in its favor. Russia seeks to
restore its great power status and establish spheres
of influence near its borders. The intentions of

both nations are not necessarily fixed. The United

»
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States stands ready to cooperate across areas of
mutual interest with both countries.

For decades, U.S. policy was rooted in the belief
that support for China’s rise and for its integra-
tion into the post-war international order would
liberalize China. Contrary to our hopes, China
expanded its power at the expense of the sov-
ereignty of others. China gathers and exploits
data on an unrivaled scale and spreads features
of its authoritarian system, including corrup-
tion and the use of surveillance. It is building the
most capable and well-funded military in the
world, after our own. Its nuclear arsenal is grow-
ing and diversifying. Part of China’s military mod-
ernization and economic expansion is due to its
access to the U.S. innovation economy, includ-
ing America’s world-class universities.

Russia aims to weaken U.S. influence in the world
and divide us from our allies and partners. Russia
views the North Atlantic Treaty Organization
(NATO) and European Union (EU) as threats. Russia
is investing in new military capabilities, includ-
ing nuclear systems that remain the most signifi-
cant existential threat to the United States, and in

@
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destabilizing cyber capabilities. Through modern-
ized forms of subversive tactics, Russia interferes
in the domestic political affairs of countries around
the world. The combination of Russian ambition
and growing military capabilities creates an unsta-
ble frontier in Eurasia, where the risk of conflict

due to Russian miscalculation is growing.

The scourge of the world today is a small group of
rogue regimes that violate all principles of free
and civilized states. The Iranian regime spon-
sors terrorism around the world. It is developing
more capable ballistic missiles and has the poten-
tial to resume its work on nuclear weapons that
could threaten the United States and our part-
ners. North Korea is ruled as a ruthless dictator-
ship without regard for human dignity. For more
than 25 years, it has pursued nuclear weapons
and ballistic missiles in defiance of every commit-
ment it has made. Today, these missiles and weap-
ons threaten the United States and our allies. The
longer we ignore threats from countries deter-
mined to proliferate and develop weapons of mass
destruction, the worse such threats become, and

the fewer defensive options we have.

The United States continues to wage a long war
against jihadist terrorist groups such as ISIS and
al-Qa’ida. These groups are linked by a common
radical Islamist ideology that encourages vio-
lence against the United States and our partners
and produces misery for those under their control.
Although the United States and our partners have
inflicted defeats on ISIS and al-Qa’ida in Syria and
Iraq, these organizations maintain global reach
with established branches in strategic locations.
The threat from jihadist terrorists will persist,
even as we intensify efforts to prevent attacks on

Americans, our allies, and our partners.

Protecting American interests requires that we
compete continuously within and across these
contests, which are being played out in regions

around the world. The outcome of these con-

tests will influence the political, economic, and
military strength of the United States and our
allies and partners.

To prevail, we must integrate all elements of
America’s national power—political, economic, and
military. Our allies and partners must also con-
tribute the capabilities, and demonstrate the will,
to confront shared threats. Experience suggests
that the willingness of rivals to abandon or forgo
aggression depends on their perception of U.S.

strength and the vitality of our alliances.

The United States will seek areas of cooperation
with competitors from a position of strength, fore-
most by ensuring our military power is second
to none and fully integrated with our allies and
all of our instruments of power. A strong mili-
tary ensures that our diplomats are able to oper-
ate from a position of strength. In this way we can,
together with our allies and partners, deter and if
necessary, defeat aggression against U.S. interests
and increase the likelihood of managing competi-

tions without violent conflict and preserving peace.

Renew America’s
Competitive Advantages

The United States must consider what is endur-
ing about the problems we face, and what is new.
The contests over influence are timeless. They
have existed in varying degrees and levels of inten-
sity, for millennia. Geopolitics is the interplay of
these contests across the globe. But some condi-
tions are new, and have changed how these com-
petitions are unfolding. We face simultaneous
threats from different actors across multiple are-
nas—all accelerated by technology. The United
States must develop new concepts and capabili-
ties to protect our homeland, advance our pros-

perity, and preserve peace.
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Since the 1990s, the United States displayed a great
degree of strategic complacency. We assumed that
our military superiority was guaranteed and that
a democratic peace was inevitable. We believed
that liberal-democratic enlargement and inclu-
sion would fundamentally alter
the nature of international rela-
tions and that competition would

give way to peaceful cooperation.

Instead of building mili-
tary capacity, as threats to our
national security increased,
the United States dramatically
cut the size of our military to
the lowest levels since 1940.
Instead of developing import-
ant capabilities, the Joint Force
entered a nearly decade long
“procurement holiday” during
which the acquisition of new
weapon systems was severely
limited. The breakdown of the
Nation’s annual Federal budgeting process, exem-
plified by sequestration and repeated continu-
ing resolutions, further contributed to the ero-
sion of America’s military dominance during a

time of increasing threats.

Despite decades of efforts to reform the way that
the United States develops and procures new weap-
ons, our acquisition system remained sclerotic.
The Joint Force did not keep pace with emerg-
ing threats or technologies. We got less for our
defense dollars, shortchanging American tax-

payers and warfighters.

We also incorrectly believed that technology could
compensate for our reduced capacity—for the abil-
ity to field enough forces to prevail militarily, con-
solidate our gains, and achieve our desired polit-
ical ends. We convinced ourselves that all wars
would be fought and won quickly, from stand-off

distances and with minimal casualties.

The United States will seek
areas of cooperation with
competitors from a position
of strength, foremost by
ensuring our military
power is second to none
and fully integrated with
our allies and all of our

instruments of power.

In addition, after being dismissed as a phenom-
enon of an earlier century, great power competi-
tion returned. China and Russia began to reassert
their influence regionally and globally. Today, they
are fielding military capabilities designed to deny
America access in times of cri-
sis and to contest our ability to
operate freely in critical com-
mercial zones during peacetime.
In short, they are contesting our
geopolitical advantages and try-
ing to change the international
order in their favor.

Moreover, deterrence today
is significantly more com-
plex to achieve than during the
Cold War. Adversaries stud-
ied the American way of war
and began investing in capabil-
ities that targeted our strengths
and sought to exploit perceived
weaknesses. The spread of accu-
rate and inexpensive weap-
ons and the use of cyber tools have allowed state
and non-state competitors to harm the United
States across various domains. Such capabili-
ties contest what was until recently U.S. domi-
nance across the land, air, maritime, space, and
cyberspace domains. They also enable adversar-
ies to attempt strategic attacks against the United
States—without resorting to nuclear weapons—in
ways that could cripple our economy and our abil-
ity to deploy our military forces. Deterrence must
be extended across all of these domains and must

address all possible strategic attacks.

In addition, adversaries and competitors became
adept at operating below the threshold of open
military conflict and at the edges of interna-
tional law. Repressive, closed states and orga-
nizations, although brittle in many ways, are
often more agile and faster at integrating eco-
nomic, military, and especially informational

&
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means to achieve their goals. They are unencum-
bered by truth, by the rules and protections of pri-
vacy inherent in democracies, and by the law of
armed conflict. They employ sophisticated politi-
cal, economic, and military campaigns that com-
bine discrete actions. They are patient and con-
tent to accrue strategic gains over time—making
it harder for the United States and our allies to
respond. Such actions are calculated to achieve
maximum effect without provoking a direct mil-
itary response from the United States. And as
these incremental gains are realized, over time,
a new status quo emerges.

The United States must prepare for this type of com-
petition. China, Russia, and other state and non-
state actors recognize that the United States often
views the world in binary terms, with states being
either “at peace” or “at war,” when it is actually an
arena of continuous competition. Our adversar-
ies will not fight us on our terms. We will raise our
competitive game to meet that challenge, to pro-
tect American interests, and to advance our values.

Our diplomatic, intelligence, military, and eco-
nomic agencies have not kept pace with the changes
in the character of competition. America’s mili-
tary must be prepared to operate across a full spec-
trum of conflict, across multiple domains at once.
To meet these challenges we must also upgrade
our political and economic instruments to operate
across these environments.

Bureaucratic inertia is powerful. But so is the tal-
ent, creativity, and dedication of Americans. By
aligning our public and private sector efforts we
can field a Joint Force that is unmatched. New
advances in computing, autonomy, and manufac-
turing are already transforming the way we fight.
When coupled with the strength of our allies and
partners, this advantage grows. The future that
we face is ours to win or lose. History suggests
that Americans will rise to the occasion and that
we can shift trends back in favor of the United
States, our allies, and our partners.

Renew Capabilities

Given the new features of the geopolitical envi-
ronment, the United States must renew key capa-
bilities to address the challenges we face.

Military

U.S. military strength remains a vital compo-
nent of the competition for influence. The Joint
Force demonstrates U.S. resolve and commit-
ment and provides us with the ability to fight
and win across any plausible conflict that threat-
ens U.S. vital interests.

The United States must retain overmatch—
the combination of capabilities in sufficient
scale to prevent enemy success and to ensure
that America’s sons and daughters will never
be in a fair fight. Overmatch strengthens our
diplomacy and permits us to shape the inter-
national environment to protect our interests.
To retain military overmatch the United States
must restore our ability to produce innovative
capabilities, restore the readiness of our forces for
major war, and grow the size of the force so that it
is capable of operating at sufficient scale and for
ample duration to win across a range of scenarios.

We must convince adversaries that we can and
will defeat them—not just punish them if they
attack the United States. We must ensure the abil-
ity to deter potential enemies by denial, convinc-
ing them that they cannot accomplish objectives
through the use of force or other forms of aggres-
sion. We need our allies to do the same—to modern-
ize, acquire necessary capabilities, improve read-
iness, expand the size of their forces, and affirm
the political will to win.
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Priority Actions

MODERNIZATION: Ensuring that the U.S. military
can defeat our adversaries requires weapon sys-
tems that clearly overmatch theirs in lethality.
Where possible, we must improve existing systems
to maximize returns on prior investments. In other
areas we should seek new capa-
bilities that create clear advan-
tages for our military while
posing costly dilemmas for our
adversaries. We must elimi-
nate bureaucratic impediments
to innovation and embrace less
expensive and time-intensive

commercial off-the-shelf solu-

resilient supply chains

tions. Departments and agen-
cies must work with industry to
experiment, prototype, and rap-
idly field new capabilities that
can be easily upgraded as new

technologies come online.

AcauisiTioN: The United States will pursue new
approaches to acquisition to make better deals
on behalf of the American people that avoid
cost overruns, eliminate bloated bureaucra-
cies, and stop unnecessary delays so that we can
put the right equipment into the hands of our
forces. We must harness innovative technolo-
gies that are being developed outside of the tradi-

tional defense industrial base.

cAPAcITY: The size of our force matters. To deter
conflict and, if deterrence fails, to win in war,
the Nation must be able to field forces capa-
ble of operating in sufficient scale and for ample
duration to defeat enemies, consolidate mili-
tary gains, and achieve sustainable outcomes
that protect the American people and our vital
interests. The United States must reverse recent
decisions to reduce the size of the Joint Force
and grow the force while modernizing and

ensuring readiness.

Support for a vibrant
domestic manufacturing
sector, a solid defense

industrial base, and

is a national priority.

IMPROVE READINESS: The United States must retain
aready force that is capable of protecting the home-
land while defending U.S. interests. Readiness
requires a renewed focus on training, logistics,
and maintenance. We must be able to get to a the-
ater in time to shape events quickly. This will
require a resilient forward posture and agile
global mobility forces.

RETAIN A FULL-SPECTRUM FORCE:
The Joint Force must remain
capable of deterring and defeat-
ing the full range of threats to the
United States. The Department
of Defense must develop new
operational concepts and capa-
bilities to win without assured
dominance in air, maritime,
land, space, and cyberspace
domains, including against
those operating below the level
of conventional military con-
flict. We must sustain our competence in irregu-
lar warfare, which requires planning for a long-
term, rather than ad hoc, fight against terrorist
networks and other irregular threats.

Defense Industrial Base

A healthy defense industrial base is a critical ele-
ment of U.S. power and the National Security
Innovation Base. The ability of the military to
surge in response to an emergency depends on
our Nation’s ability to produce needed parts and
systems, healthy and secure supply chains, and a
skilled U.S. workforce. The erosion of American
manufacturing over the last two decades, how-
ever, has had a negative impact on these capa-
bilities and threatens to undermine the ability
of U.S. manufacturers to meet national security
requirements. Today, we rely on single domes-
tic sources for some products and foreign supply
chains for others, and we face the possibility of not
being able to produce specialized components for
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the military at home. As America’s manufactur-
ing base has weakened, so too have critical work-
force skills ranging from industrial welding, to
high-technology skills for cybersecurity and aero-
space. Support for a vibrant domestic manufactur-
ing sector, a solid defense industrial base, and resil-
ient supply chains is a national priority.

Priority Actions

UNDERSTAND THE PROBLEM: We will evaluate the
strengths and weaknesses of our defense indus-
trial base, including the identification of materi-
als essential to national security, contingencies
that could affect supply chains, and technologies
that are likely to be critical for the future.

ENCOURAGE HOMELAND INVESTMENT: The United
States will promote policies and incentives
that return key national security industries
to American shores. Where possible, the U.S.
Government will work with industry partners to
strengthen U.S. competitiveness in key technolo-
gies and manufacturing capabilities. In addition,
we will reform regulations and processes to facili-
tate the export of U.S. military equipment.

PROTECT AND GROW CRITICAL sKILLS: The United
States must maintain and develop skilled trades
and high-technology skills through increased
support for technical college and apprentice-
ship programs. We will support STEM efforts,
at the Federal and state levels, and target national

security technology areas.

Nuclear Forces

Nuclear weapons have served a vital purpose in
America’s National Security Strategy for the past
70 years. They are the foundation of our strat-
egy to preserve peace and stability by deterring
aggression against the United States, our allies,
and our partners. While nuclear deterrence strat-

egies cannot prevent all conflict, they are essen-

tial to prevent nuclear attack, non-nuclear strategic
attacks, and large-scale conventional aggression.
In addition, the extension of the U.S. nuclear deter-
rent to more than 30 allies and partners helps to
assure their security, and reduces their need to

possess their own nuclear capabilities.

Following the Cold War, the United States reduced
investments in our nuclear enterprise and reduced
the role of nuclear weapons in our strategy. Some
parts of America’s strategic nuclear Triad of bomb-
ers, sea-based missiles, and land-based missiles are
over 30 years old, and much of our nuclear infra-
structure dates to the World War Il era. At the same
time, however, nuclear-armed adversaries have
expanded their arsenals and range of delivery sys-
tems. The United States must maintain the credi-
ble deterrence and assurance capabilities provided
by our nuclear Triad and by U.S. theater nuclear
capabilities deployed abroad. Significant invest-
ment is needed to maintain a U.S. nuclear arsenal
and infrastructure that is able to meet national
security threats over the coming decades.

Priority Actions

SUSTAIN U.S. NUCLEAR WEAPONS: The United States
will sustain a nuclear force structure that meets
our current needs and addresses unanticipated
risks. The United States does not need to match
the nuclear arsenals of other powers, but we must
sustain a stockpile that can deter adversaries,
assure allies and partners, and achieve U.S. objec-

tives if deterrence fails.

MODERNIZE U.S. NUCLEAR FORCES AND INFRA-
STRUCTURE: We will modernize our nuclear enter-
prise to ensure that we have the scientific, engi-
neering, and manufacturing capabilities nec-
essary to retain an effective and safe nuclear
Triad and respond to future national secu-
rity threats. Modernization and sustainment
require investing in our aging command and
control system and maintaining and growing
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the highly skilled workforce needed to develop,

manufacture, and deploy nuclear weapons.

MAINTAIN STABLE DETERRENCE: To avoid miscalcu-
lation, the United States will conduct discussions
with other states to build predictable relation-
ships and reduce nuclear risks. We will consider
new arms control arrangements if they contribute
to strategic stability and if they are verifiable. We
will not allow adversaries to use threats of nuclear
escalation or other irresponsible nuclear behav-
iors to coerce the United States, our allies, and
our partners. Fear of escalation will not prevent
the United States from defending our vital inter-
ests and those of our allies and partners.

Space

The United States must maintain our leadership
and freedom of action in space. Communications
and financial networks, military and intelligence
systems, weather monitoring, navigation, and
more have components in the space domain. As
U.S. dependence on space has increased, other
actors have gained access to space-based systems
and information. Governments and private sector
firms have the ability to launch satellites into space
at increasingly lower costs. The fusion of data from
imagery, communications, and geolocation ser-
vices allows motivated actors to access previously
unavailable information. This “democratization of
space” has an impact on military operations and
on America’s ability to prevail in conflict.

Many countries are purchasing satellites to sup-
port their own strategic military activities. Others
believe that the ability to attack space assets offers
an asymmetric advantage and as a result, are pur-
suing a range of anti-satellite (ASAT) weapons.
The United States considers unfettered access to
and freedom to operate in space to be a vital inter-
est. Any harmful interference with or an attack
upon critical components of our space archi-
tecture that directly affects this vital U.S. inter-

est will be met with a deliberate response at a

time, place, manner, and domain of our choosing.

Priority Actions

ADVANCE SPACE AS A PRIORITY DOMAIN: America’s
newly re-established National Space Council,
chaired by the Vice President, will review America’s
long-range space goals and develop a strategy that
integrates all space sectors to support innova-

tion and American leadership in space.

PROMOTE SPACE COMMERCE: The United States will
simplify and update regulations for commer-
cial space activity to strengthen competitiveness.
As the U.S. Government partners with U.S. com-
mercial space capabilities to improve the resil-
iency of our space architecture, we will also con-
sider extending national security protections to

our private sector partners as needed.

MAINTAIN LEAD IN EXPLORATION: To enable human
exploration across the solar system and to bring
back to Earth new knowledge and opportuni-
ties, we will increase public-private partnerships
and promote ventures beyond low Earth orbit

with allies and friends.

Cyberspace

Malicious state and non-state actors use cyberat-
tacks for extortion, information warfare, disinfor-
mation, and more. Such attacks have the capability
to harm large numbers of people and institutions
with comparatively minimal investment and a
troubling degree of deniability. These attacks can
undermine faith and confidence in democratic

institutions and the global economic system.

Many countries now view cyber capabilities
as tools for projecting influence, and some use
cyber tools to protect and extend their autocratic
regimes. Cyberattacks have become a key feature

of modern conflict. The United States will deter,

@
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defend, and when necessary defeat malicious
actors who use cyberspace capabilities against the
United States. When faced with the opportunity
to take action against malicious actors in cyber-
space, the United States will be risk informed, but
not risk averse, in considering our options.

Priority Actions

IMPROVE ATTRIBUTION, ACCOUNTABILITY, AND
RESPONSE: We will invest in capabilities to sup-
port and improve our ability to attribute cyber-
attacks, to allow for rapid response.

ENHANCE CYBER TOOLS AND EXPERTISE: We will
improve our cyber tools across the spectrum of
conflict to protect U.S. Government assets and
U.S. critical infrastructure, and to protect the
integrity of data and information. U.S. depart-
ments and agencies will recruit, train, and
retain a workforce capable of operating across
this spectrum of activity.

IMPROVE INTEGRATION AND AGILITY: We will
improve the integration of authorities and pro-
cedures across the U.S. Government so that
cyber operations against adversaries can be
conducted as required. We will work with the
Congress to address the challenges that continue
to hinder timely intelligence and information
sharing, planning and operations, and the devel-
opment of necessary cyber tools.

Intelligence

America’s ability to identify and respond to geo-
strategic and regional shifts and their political, eco-
nomic, military, and security implications requires
that the U.S. Intelligence Community (IC) gather,
analyze, discern, and operationalize information.
In this information-dominant era, the IC must con-
tinuously pursue strategic intelligence to antic-
ipate geostrategic shifts, as well as shorter-term
intelligence so that the United States can respond
to the actions and provocations of rivals.

The ability of the United States to modernize
our military forces to overmatch our adversar-
ies requires intelligence support. Intelligence is
needed to understand and anticipate foreign doc-
trine and the intent of foreign leaders, prevent tac-
tical and operational surprise, and ensure that
U.S. capabilities are not compromised before
they are fielded. In addition, virtually all mod-
ern weapon systems depend upon data derived
from scientific and technical intelligence.

The IC, as well as the law enforcement community,
offer unique abilities to defend against and miti-
gate threat actors operating below the threshold of
open conflict. Both communitites have exception-
ally strong liaison relationships throughout the
world, allowing the United States to cooperate with
allies and partners to protect against adversaries.

Priority Actions

IMPROVE UNDERSTANDING: To prevent the theft of
sensitive and proprietary information and main-
tain supply chain integrity, the United States must
increase our understanding of the economic pol-
icy priorities of our adversaries and improve
our ability to detect and defeat their attempts to
commit economic espionage.

HARNESS ALL INFORMATION AT OUR DISPOSAL: The
United States will, in concert with allies and part-
ners, use the information-rich open-source envi-
ronment to deny the ability of state and non-state
actors to attack our citizens, conduct offensive
intelligence activities, and degrade America’s
democratic institutions.

FUSE INFORMATION AND ANALYSIS: The United States
will fuse our analysis of information derived from
the diplomatic, information, military, and eco-
nomic domains to compete more effectively on
the geopolitical stage.

&
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Diplomacy and Statecraft

Competitive Diplomacy

Across the competitive landscape, America’s dip-
lomats are our forward-deployed political capa-
bility, advancing and defending America’s inter-
ests abroad. Diplomacy catalyzes the political,
economic, and societal connections that create
America’s enduring alignments and that build
positive networks of rela-
tionships with partners.
Diplomacy sustains dia-
logue and fosters areas of
cooperation with compet-
itors. It reduces the risk of

costly miscommunication.

of the world short of military

Diplomacy is indispens-
able to identify and imple-
ment solutions to con-
flicts in unstable regions
of the world short of mili-

tary involvement. It helps to

to address shared problems.

galvanize allies for action
and marshal the collective
resources of like-minded
nations and organiza-
tions to address shared problems. Authoritarian
states are eager to replace the United States
where the United States withdraws our diplo-

mats and closes our outposts.

We must upgrade our diplomatic capabili-
ties to compete in the current environment and
to embrace a competitive mindset. Effective
diplomacy requires the efficient use of limited
resources, a professional diplomatic corps, modern
and safe facilities, and secure methods to commu-

nicate and engage with local populations.

Diplomacy is indispensable to
identify and implement solutions

to conflicts in unstable regions

involvement. It helps to galvanize
allies for action and marshal the
collective resources of like-minded

nations and organizations

Priority Actions

PRESERVE A FORWARD DIPLOMATIC PRESENCE: Our
diplomats must be able to build and sustain rela-
tionships where U.S. interests are at stake. Face-
to-face diplomacy cannot be replaced by tech-
nology. Relationships, developed over time,
create trust and shared understanding that the
United States calls upon when confronting secu-
rity threats, responding to crises, and encour-
aging others to share the
burden for tackling the
world’s challenges. We must
enable forward-deployed
field work beyond the con-
fines of diplomatic facilities,
including partnering with
military colleagues in con-

flict-affected states.

ADVANCE AMERICAN INTERESTS:
In the ongoing contests
for power, our diplomats
must build and lead coali-
tions that advance shared
interests and articulate
America’s vision in interna-
tional forums, in bilateral
relationships, and at local levels within states.
Our diplomats need additional flexibility to oper-

ate in complex conflict-affected areas.

CATALYZE OPPORTUNITIES: Diplomats must iden-
tify opportunities for commerce and coop-
eration, and facilitate the cultural, educa-
tional, and people-to-people exchanges that
create the networks of current and future polit-
ical, civil society, and educational leaders who

will extend a free and prosperous world.

&
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Tools of Economic Diplomacy

Retaining our position as the world’s preemi-
nent economic actor strengthens our ability to
use the tools of economic diplomacy for the good
of Americans and others. Maintaining America’s
central role in international financial forums
enhances our security and prosperity by expand-
ing a community of free market economies, defend-
ing against threats from state-led economies, and
protecting the U.S. and international economy

from abuse by illicit actors.

We want to create wealth for Americans and our
allies and partners. Prosperous states are stron-
ger security partners who are able to share the
burden of confronting com-
mon threats. Fair and recip-
rocal trade, investments, and
exchanges of knowledge deepen
our alliances and partnerships,
which are necessary to succeed
in today’s competitive geopoliti-
cal environment. Trade, export

promotion, targeted use of for-

America's competitors

to attack the values and

institutions that underpin

Priority Actions

REINFORCE ECONOMIC TIES WITH ALLIES AND
PARTNERS: We will strengthen economic ties as a
core aspect of our relationships with like-minded
states and use our economic expertise, mar-
kets, and resources to bolster states threatened

by our competitors.

DEPLOY ECONOMIC PRESSURE ON SECURITY THREATS:
We will use existing and pursue new economic
authorities and mobilize international actors
to increase pressure on threats to peace and
security in order to resolve confrontations short
of military action.

SEVER SOURCES OF FUNDING: We will deny reve-
nue to terrorists, WMD proliferators, and other
illicit actors in order to con-
strain their ability to use and
move funds to support hos-
tile acts and operations.

weaponize information

Information Statecraft

America’s competitors weap-
onize information to attack the

free societies, while

eign assistance, and modern-
ized development finance tools
can promote stability, prosper-
ity, and political reform, and
build new partnerships based

on the principle of reciprocity.

Economic tools—including sanctions, anti-mon-
ey-laundering and anti-corruption measures, and
enforcement actions—can be important parts of
broader strategies to deter, coerce, and constrain
adversaries. We will work with like-minded part-
ners to build support for tools of economic diplo-
macy against shared threats. Multilateral eco-
nomic pressure is often more effective because it
limits the ability of targeted states to circumvent

measures and conveys united resolve.

shielding themselves from

outside information.

values and institutions that
underpin free societies, while
shielding themselves from out-
side information. They exploit
marketing techniques to tar-
get individuals based upon
their activities, interests,
opinions, and values. They disseminate mis-
information and propaganda.

Risks to U.S. national security will grow as com-
petitors integrate information derived from per-
sonal and commercial sources with intelligence
collection and data analytic capabilities based
on Artificial Intelligence (AI) and machine learn-
ing. Breaches of U.S. commercial and govern-
ment organizations also provide adversaries with
data and insights into their target audiences.

320



PILLAR IIl: PRESERVE PEACE THROUGH STRENGTH

China, for example, combines data and the use of Al
to rate the loyalty of'its citizens to the state and uses
these ratings to determine jobs and more. Jihadist
terrorist groups continue to wage ideological infor-
mation campaigns to establish and legitimize their
narrative of hate, using sophisticated communica-
tions tools to attract recruits and encourage attacks
against Americans and our partners.

Russia uses information operations as part of its
offensive cyber efforts to influence public opin-
ion across the globe. Its influence campaigns blend
covert intelligence operations and false online per-
sonas with state-funded media, third-party inter-
mediaries, and paid social media users or “trolls.”

U.S. efforts to counter the exploitation of informa-
tion by rivals have been tepid and fragmented. U.S.
efforts have lacked a sustained focus and have been
hampered by the lack of properly trained profes-
sionals. The American private sector has a direct
interest in supporting and amplifying voices
that stand for tolerance, openness, and freedom.

Priority Actions

PRIORITIZE THE COMPETITION: We will improve
our understanding of how adversaries gain infor-
mational and psychological advantages across
all policies. The United States must empower
a true public diplomacy capability to compete
effectively in this arena.

DRIVE EFFECTIVE COMMUNICATIONS: We will craft
and direct coherent communications campaigns
to advance American influence and counter chal-
lenges from the ideological threats that ema-
nate from radical Islamist groups and competitor
nations. These campaigns will adhere to American
values and expose adversary propaganda and
disinformation.

ACTIVATE LOCAL NETWORKS: Local voices are most
compelling and effective in ideological competi-
tions. We must amplify credible voices and part-
ner with them to advance alternatives to violent
and hateful messages. Since media and Internet
companies are the platforms through which mes-
sages are transported, the private sector should
lend its creativity and resources to promot-
ing the values that inspire and grow a commu-
nity of civilized groups and individuals.

SHARE RESPONSIBILITY: The United States will
urge states where radicalism thrives to take
greater responsibility for countering violent
messaging and promoting tolerant and pluralis-

tic worldviews.

UPGRADE, TAILOR, AND INNOVATE: We will
reexamine legacy delivery platforms for com-
municating U.S. messages overseas. We must
consider more cost-effective and efficient ways
to deliver and evaluate content consistent with
U.S. national security interests.
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PILLAR IV

ADVANCE AMERICAN INFLUENCE

“Above all, we value the dignity of every human life,

protect the rights of every person, and share the hope of every soul

to live in freedom. That is who we are.”

PRESIDENT DONALD J. TRUMP

ur America First foreign policy cel-

ebrates America’s influence in the

world as a positive force that can help
set the conditions for peace and prosperity and
for developing successful societies.

Thereisnoarcofhistory thatensuresthat America’s
free political and economic system will automati-
cally prevail. Success or failure depends upon our
actions. This Administration has the confidence
to compete to protect our values and interests and
the fundamental principles that underpin them.

During the Cold War, a totalitarian threat from
the Soviet Union motivated the free world to cre-
ate coalitions in defense of liberty. Today’s chal-
lenges to free societies are just as serious, but
more diverse. State and non-state actors proj-
ect influence and advance their objectives by
exploiting information, democratic media free-
doms, and international institutions. Repressive
leaders often collaborate to subvert free societies
and corrupt multilateral organizations.

Around the world, nations and individuals admire
what America stands for. We treat people equally
and value and uphold the rule of law. We have
a democratic system that allows the best ideas
to flourish. We know how to grow economies so
that individuals can achieve prosperity. These

JULY 2017

qualities have made America the richest coun-
try on earth—rich in culture, talent, opportuni-
ties, and material wealth.

The United States offers partnership to those who
share our aspirations for freedom and prosperity.
We lead by example. “The world has its eye upon
America," Alexander Hamilton once observed. “The
noble struggle we have made in the cause of liberty,
has occasioned a kind of revolution in human sen-
timent. The influence of our example has pene-

trated the gloomy regions of despotism.”

We are not going to impose our values on oth-
ers. Our alliances, partnerships, and coalitions
are built on free will and shared interests. When
the United States partners with other states, we
develop policies that enable us to achieve our

goals while our partners achieve theirs.

Allies and partners are a great strength of the
United States. They add directly to U.S. politi-
cal, economic, military, intelligence, and other
capabilities. Together, the United States and our
allies and partners represent well over half of
the global GDP. None of our adversaries have

comparable coalitions.

We encourage those who want to join our com-

munity of like-minded democratic states and

&
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improve the condition of their peoples. By mod-
ernizing U.S. instruments of diplomacy and devel-
opment, we will catalyze conditions to help them
achieve that goal. These aspiring partners include
states that are fragile, recovering from conflict,
and seeking a path forward to
sustainable security and eco-
nomic growth. Stable, prosper-
ous, and friendly states enhance
American security and boost

U.S. economic opportunities.

We will continue to cham-
pion American values and
offer encouragement to those
struggling for human dig-
nity in their societies. There
can be no moral equivalency
between nations that uphold the
rule of law, empower women,
and respect individual rights
and those that brutalize and suppress their peo-
ple. Through our words and deeds, America
demonstrates a positive alternative to political

and religious despotism.

Encourage Aspiring Partners

Some of the greatest triumphs of American state-
craft resulted from helping fragile and develop-
ing countries become successful societies. These
successes, in turn, created profitable markets for
American businesses, allies to help achieve favor-
able regional balances of power, and coalition part-
ners to share burdens and address a variety of prob-
lems around the world. Over time, the United States
has helped create a network of states that advance

our common interests and values.

This historical record is unprecedented and excep-
tional. American support to aspiring partners
enabled the recovery of the countries of Western
Europe under the Marshall Plan, as well as the

There is no arc of history
that ensures that America’s
free political and economic

system will automatically
prevail. Success or failure

depends upon our actions.

ongoing integration of Central and Eastern Europe

into Western institutions after the Cold War.

In Asia, the United States worked with South Korea

and Japan, countries ravaged by war, to help them

become successful democracies and among the
most prosperous economies
in the world.

These achievements were prod-
ucts of patient partnerships
with those who aspired to build
prosperous societies and join
the community of democratic
states. They resulted in mutu-
ally beneficial relationships in
which the United States helped
states mobilize their own
resources to achieve transitions
to growth and stability. Working
with these countries made the
United States wealthier and
more competitive. This progress illustrates how
effective foreign assistance programs should reach
their natural endpoint.

Today, the United States must compete for positive
relationships around the world. China and Russia
target their investments in the developing world to
expand influence and gain competitive advantages
against the United States. China is investing bil-
lions of dollars in infrastructure across the globe.
Russia, too, projects its influence economically,
through the control of key energy and other infra-
structure throughout parts of Europe and Central
Asia. The United States provides an alternative to
state-directed investments, which often leave devel-
oping countries worse off. The United States pur-
sues economic ties not only for market access but
also to create enduring relationships to advance
common political and security interests.

The United States will promote a development
model that partners with countries that want prog-
ress, consistent with their culture, based on free
market principles, fair and reciprocal trade, private
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sector activity, and rule of law. The United States
will shift away from a reliance on assistance based
on grants to approaches that attract private capital
and catalyze private sector activity. We will empha-
size reforms that unlock the economic potential of
citizens, such as the promotion of formal property
rights, entrepreneurial reforms, and infrastruc-
ture improvements—projects that help people earn
their livelihood and have the added benefit of help-
ing U.S. businesses. By mobilizing both public and
private resources, the United States can help maxi-
mize returns and outcomes and reduce the burden
on U.S. Government resources. Unlike the state-di-
rected mercantilism of some competitors that
can disadvantage recipient nations and promote
dependency, the purpose of U.S. foreign assistance
should be to end the need for it. The United States
seeks strong partners, not weak ones.

U.S. development assistance must support
America’s national interests. We will prioritize col-
laboration with aspiring partners that are aligned
with U.S. interests. We will focus on development
investments where we can have the most impact—
where local reformers are committed to tackling
their economic and political challenges.

Within this framework, the United States will
also assist fragile states to prevent threats to the
U.S. homeland. Transnational threat organiza-
tions, such as jihadist terrorists and organized
crime, often operate freely from fragile states
and undermine sovereign governments. Failing
states can destabilize entire regions.

Across Africa, Latin America, and Asia, states are
eager for investments and financing to develop
their infrastructure and propel growth. The
United States and its partners have opportuni-
ties to work with countries to help them real-
ize their potential as prosperous and sovereign
states that are accountable to their people. Such
states can become trading partners that buy more
American-made goods and create more predict-
able business environments that benefit American

companies. American-led investments represent
the most sustainable and responsible approach
to development and offer a stark contrast to
the corrupt, opaque, exploitive, and low-qual-
ity deals offered by authoritarian states.

Priority Actions:
Developing Countries

MOBILIZE RESOURCES: The United States will
modernize its development finance tools so that
U.S. companies have incentives to capitalize on
opportunities in developing countries. With
these changes, the United States will not be left
behind as other states use investment and proj-
ect finance to extend their influence. In addi-
tion, the U.S. Government must not be an obsta-
cle to U.S. companies that want to conduct
business in the developing world.

CAPITALIZE ON NEW TECHNOLOGIES: We will incor-
porate innovative technologies in our diplo-
matic and development programs. For exam-
ple, digital technologies enable millions to access
financial services through their cell phones and
can connect farmers to markets. Such technol-
ogies can reduce corruption, increase trans-
parency, and help ensure that money reaches
its intended destination.

INCENTIVIZE REFORMS: The United States will use
diplomacy and assistance to encourage states to
make choices that improve governance, rule of
law, and sustainable development. We already
do this through the Millennium Challenge
Corporation, which selects countries that are
committed to reform and then monitors and

evaluates their projects.

Priority Actions: Fragile States

COMMIT SELECTIVELY: We will give priority to
strengthening states where state weaknesses or
failure would magnify threats to the American
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homeland. For instance, engagement in
Afghanistan seeks to prevent the reemergence of
terrorist safe havens.

WORK WITH REFORMERS: Political problems are at
the root of most state fragility. The United States
will prioritize programs that empower reform-
minded governments, people, and civil society. As
the United States designs its efforts, inputs from
local actors improve the likelihood of enduring
solutions, reduce costs, and increase accountabil-

ity to the American taxpayer.

SYNCHRONIZE AcTIONS: The United States must
use its diplomatic, economic, and military tools
simultaneously when assisting aspiring part-
ners. We will place a priority on economic
support that achieves local and macroeconomic
stability, helps build capable security forces, and
strengthens the rule of law.

Achieve Better Outcomes
in Multilateral Forums

The United States must lead and engage in the
multinational arrangements that shape many
of the rules that affect U.S. interests and values.
A competition for influence exists in these insti-
tutions. As we participate in them, we must pro-
tect American sovereignty and advance American

interests and values.

A range of international institutions establishes
the rules for how states, businesses, and individ-
uals interact with each other, across land and sea,
the Arctic, outer space, and the digital realm. It is
vital to U.S. prosperity and security that these insti-
tutions uphold the rules that help keep these com-
mon domains open and free. Free access to the seas
remains a central principle of national security
and economic prosperity, and exploration of sea
and space provides opportunities for commercial
gain and scientific breakthroughs. The flow of data

and an open, interoperable Internet are insepara-
ble from the success of the U.S. economy.

Authoritarian actors have long recognized the
power of multilateral bodies and have used them
to advance their interests and limit the freedom
of their own citizens. If the United States cedes
leadership of these bodies to adversaries, oppor-
tunities to shape developments that are posi-
tive for the United States will be lost. All institu-
tions are not equal, however. The United States
will prioritize its efforts in those organizations
that serve American interests, to ensure that
they are strengthened and supportive of the
United States, our allies, and our partners. Where
existing institutions and rules need moderniz-
ing, the United States will lead to update them.
At the same time, it should be clear that the United
States will not cede sovereignty to those that claim
authority over American citizens and are in con-
flict with our constitutional framework.

Priority Actions

EXERCISE LEADERSHIP IN POLITICAL AND SECURITY
BoDIES: The United States will strive for outcomes
in political and security forums that are consis-
tent with U.S. interests and values—values which
are shared by our allies and partners. The United
Nations can help contribute to solving many of
the complex problems in the world, but it must be
reformed and recommit to its founding princi-
ples. We will require accountability and empha-
size shared responsibility among members. If the
United States is asked to provide a disproportion-
ate level of support for an institution, we will expect
a commensurate degree of influence over the

direction and efforts of that institution.

SHAPE AND REFORM INTERNATIONAL FINANCIAL AND
TRADE INSTITUTIONS: The United States will continue
to play a leading role in institutions such as the
International Monetary Fund (IMF), World Bank,
and World Trade Organization (WTO), but will
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improve their performance through reforms. These
reforms include encouraging multilateral devel-
opment banks to invest in high-quality infrastruc-
ture projects that promote economic growth. We
will press to make the WTO a more effective forum

to adjudicate unfair trade practices.

ENSURE COMMON DOMAINS
REMAIN FREE: The United States
will provide leadership and
technology to shape and gov-
ern common domains—space,
cyberspace, air, and mari-

time—within the framework of

For much of the world,

America’s liberties are

the law. America’s core principles, enshrined in
the Declaration of Independence, are secured by
the Bill of Rights, which proclaims our respect
for fundamental individual liberties beginning
with the freedoms of religion, speech, the press,
and assembly. Liberty, free enterprise, equal
justice under the law, and the dignity of every

human life are central to who

we are as a people.

These principles form the foun-
dation of our most endur-
ing alliances, and the United

States will continue to cham-

international law. The United
States supports the peace-
ful resolution of disputes
under international law but
will use all of its instruments

of power to defend U.S. inter-

inspirational, and the United
States will always stand

with those who seek freedom.
We will remain a beacon
of liberty and opportunity

around the world.

pion them. Governments that
respect the rights of their cit-
izens remain the best vehi-
cle for prosperity, human hap-
piness, and peace. In contrast,

governments that routinely

ests and to ensure common

domains remain free.

PROTECT A FREE AND OPEN

INTERNET: The United States

will advocate for open, interoperable commu-
nications, with minimal barriers to the global
exchange of information and services. The United
States will promote the free flow of data and pro-
tect its interests through active engagement in key
organizations, such as the Internet Corporation
for Assigned Names and Numbers (ICANN), the
Internet Governance Forum (IGF), the UN, and the

International Telecommunication Union (ITU).

Champion American Values

The extraordinary trajectory of the United States
from a group of colonies to a thriving, industrial-
ized, sovereign republic—the world's lone super-
power—is a testimony to the strength of the idea
on which our Nation is founded, namely that

each of our citizens is born free and equal under

abuse the rights of their citi-
zens do not play constructive
roles in the world. For example,
governments that fail to treat
women equally do not allow

their societies to reach their potential.

No nation can unilaterally alleviate all human
suffering, but just because we cannot help every-
one does not mean that we should stop trying
to help anyone. For much of the world, America’s
liberties are inspirational, and the United States
will always stand with those who seek free-
dom. We will remain a beacon of liberty and

opportunity around the world.

The United States also remains committed to
supporting and advancing religious freedom—
America’s first freedom. Our Founders under-
stood religious freedom not as the state’s creation,
but as the gift of God to every person and a funda-

mental right for our flourishing society.

And itis part of our culture, as well as in America’s

interest, to help those in need and those trying to

327



NATIONAL SECURITY STRATEGY

build a better future for their families. We aid oth-
ers judiciously, aligning our means to our objec-
tives, but with a firm belief that we can improve
the lives of others while establishing conditions
for a more secure and prosperous world.

Priority Actions

SUPPORT THE DIGNITY OF INDIVIDUALS: We support,
with our words and actions, those who live under
oppressive regimes and who seek freedom, indi-
vidual dignity, and the rule of law. We are under
no obligation to offer the benefits of our free and
prosperous community to repressive regimes and
human rights abusers. We may use diplomacy,
sanctions, and other tools to isolate states and lead-
ers who threaten our interests and whose actions
run contrary to our values. We will not remain
silent in the face of evil. We will hold perpetra-
tors of genocide and mass atrocities accountable.

DEFEAT TRANSNATIONAL TERRORIST ORGANIZATIONS:
There can be no greater action to advance the
rights of individuals than to defeat jihadist terror-
ists and other groups that foment hatred and use
violence to advance their supremacist Islamist ide-
ologies. We will continue to join with other states to
defeat this scourge of all civilized peoples.

EMPOWER WOMEN AND YOUTH: Societies that
empower women to participate fully in civic and
economic life are more prosperous and peace-
ful. We will support efforts to advance wom-
en’s equality, protect the rights of women and
girls, and promote women and youth empower-
ment programs.

PROTECT RELIGIOUS FREEDOM AND RELIGIOUS
MINORITIES: We will advocate on behalf of religious
freedom and threatened minorities. Religious
minorities continue to be victims of violence. We
will place a priority on protecting these groups
and will continue working with regional partners
to protect minority communities from attacks
and to preserve their cultural heritage.

REDUCE HUMAN SUFFERING: The United States will
continue to lead the world in humanitarian assis-
tance. Even as we expect others to share respon-
sibility, the United States will continue to cata-
lyze international responses to man-made and
natural disasters and provide our expertise and
capabilities to those in need. We will support
food security and health programs that save lives
and address the root cause of hunger and dis-
ease. We will support displaced people close to
their homes to help meet their needs until they
can safely and voluntarily return home.
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THE STRATEGY
IN A REGIONAL CONTEXT

The United States must tailor our approaches to different regions of the

world to protect U.S. national interests. We require integrated regional strat-

egies that appreciate the nature and magnitude of threats, the intensity of

competitions, and the promise of available opportunities, all in the context

of local political, economic, social, and historical realities.

hanges in a regional balance of power can

have global consequences and threaten

U.S. interests. Markets, raw materi-
als, lines of communication, and human capital
are located within, or move among, key regions
of the world. China and Russia aspire to proj-
ect power worldwide, but they interact most with
their neighbors. North Korea and Iran also pose
the greatest menace to those closest to them. But,
as destructive weapons proliferate and regions
become more interconnected, threats become
more difficult to contain. And regional balances
that shift against the United States could combine
to threaten our security.

The United States must marshal the will and
capabilities to compete and prevent unfavorable
shifts in the Indo-Pacific, Europe, and the Middle
East. Sustaining favorable balances of power will
require a strong commitment and close cooper-
ation with allies and partners because allies and
partners magnify U.S. power and extend U.S. influ-
ence. They share our interests and responsibility
for resisting authoritarian trends, contesting radi-
cal ideologies, and deterring aggression.

In other regions of the world, instability and weak
governance threaten U.S. interests. Some gov-
ernments are unable to maintain security and
meet the basic needs of their people, making
their country and citizens vulnerable to preda-

tors. Terrorists and criminals thrive where gov-
ernments are weak, corruption is rampant, and
faith in government institutions is low. Strategic
competitors often exploit rather than discour-
age corruption and state weakness to extract
resources and exploit their populations.

Regions afflicted by instability and weak govern-
ments also offer opportunities to improve secu-
rity, promote prosperity, and restore hope. Aspiring
partner states across the developing world want
to improve their societies, build transparent and
effective governments, confront non-state threats,
and strengthen their sovereignty. Many recog-
nize the opportunities offered by market econo-
mies and political liberties and are eager for part-
nership with the United States and our allies. The
United States will encourage aspiring partners as
they undertake reforms and pursue their aspira-
tions. States that prosper and nations that tran-
sition from recipients of development assistance
to trading partners offer economic opportunities
for American businesses. And stability reduces
threats that target Americans at home.

Indo-Pacific

A geopolitical competition between free and
repressive visions of world order is taking place in
the Indo-Pacific region. The region, which stretches
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from the west coast of India to the western shores
of the United States, represents the most populous
and economically dynamic part of the world. The
U.S.interest in a free and open Indo-Pacific extends

back to the earliest days of our republic.

Although the United States seeks to continue to
cooperate with China, China
is using economic induce-
ments and penalties, influ-
ence operations, and implied
military threats to persuade
other states to heed its political
and security agenda. China’s
infrastructure investments
and trade strategies reinforce
its geopolitical aspirations.
Its efforts to build and mili-
tarize outposts in the South
China Sea endanger the free
flow of trade, threaten the sov-
ereignty of other nations, and
undermine regional stabil-
ity. China has mounted a rapid military modern-
ization campaign designed to limit U.S. access to
the region and provide China a freer hand there.
China presents its ambitions as mutually ben-
eficial, but Chinese dominance risks diminish-
ing the sovereignty of many states in the Indo-
Pacific. States throughout the region are calling
for sustained U.S. leadership in a collective
response that upholds a regional order respect-

ful of sovereignty and independence.

In Northeast Asia, the North Korean regime is
rapidly accelerating its cyber, nuclear, and bal-
listic missile programs. North Korea’s pur-
suit of these weapons poses a global threat that
requires a global response. Continued provo-
cations by North Korea will prompt neighbor-
ing countries and the United States to further
strengthen security bonds and take additional
measures to protect themselves. And a nucle-

ar-armed North Korea could lead to the prolif-

Sustaining favorable balances
of power will require a
strong commitment and close
cooperation with allies and
partners because allies and
partners magnify U.S. power

and extend U.S. influence.

eration of the world’s most destructive weapons
across the Indo-Pacific region and beyond.

U.S. allies are critical to responding to mutual
threats, such as North Korea, and preserving our
mutual interests in the Indo-Pacific region. Our
alliance and friendship with South Korea, forged
by the trials of history, is stron-
ger than ever. We welcome
and support the strong lead-
ership role of our critical ally,
Japan. Australia has fought
alongside us in every signif-
icant conflict since World
War I, and continues to rein-
force economic and security
arrangements that support our
shared interests and safeguard
democratic values across
the region. New Zealand is
a key U.S. partner contrib-
uting to peace and security
across the region. We welcome
India’s emergence as a leading global power and
stronger strategic and defense partner. We will
seek to increase quadrilateral cooperation with

Japan, Australia, and India.

In Southeast Asia, the Philippines and Thailand
remain important allies and markets for
Americans. Vietnam, Indonesia, Malaysia, and
Singapore are growing security and economic
partners of the United States. The Association of
Southeast Asian Nations (ASEAN) and Asia-Pacific
Economic Cooperation (APEC) remain centerpieces
of the Indo-Pacific’s regional architecture and plat-

forms for promoting an order based on freedom.

Priority Actions

POLITICAL: Our vision for the Indo-Pacific excludes
no nation. We will redouble our commitment to
established alliances and partnerships, while
expanding and deepening relationships with new
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partners that share respect for sovereignty, fair and
reciprocal trade, and the rule of law. We will rein-
force our commitment to freedom of the seas and
the peaceful resolution of territorial and maritime
disputes in accordance with international law.
We will work with allies and partners to achieve
complete, verifiable, and irreversible denuclear-
ization on the Korean Peninsula and preserve

the non-proliferation regime in Northeast Asia.

ecoNoMic: The United States will encourage
regional cooperation to maintain free and open
seaways, transparent infrastructure financing
practices, unimpeded commerce, and the peace-
ful resolution of disputes. We will pursue bilateral
trade agreements on a fair and reciprocal basis. We
will seek equal and reliable access for American
exports. We will work with partners to build a net-
work of states dedicated to free markets and pro-
tected from forces that would subvert their sover-
eignty. We will strengthen cooperation with allies
on high-quality infrastructure. Working with
Australia and New Zealand, we will shore up frag-
ile partner states in the Pacific Islands region to
reduce their vulnerability to economic fluctu-
ations and natural disasters.

MILITARY AND SECURITY: We will maintain a forward
military presence capable of deterring and, if nec-
essary, defeating any adversary. We will strengthen
our long-standing military relationships and
encourage the development of a strong defense net-
work with our allies and partners. For example,
we will cooperate on missile defense with Japan
and South Korea to move toward an area defense
capability. We remain ready to respond with over-
whelming force to North Korean aggression and
will improve options to compel denuclearization
of the peninsula. We will improve law enforce-
ment, defense, and intelligence cooperation with
Southeast Asian partners to address the growing
terrorist threat. We will maintain our strong ties
with Taiwan in accordance with our “One China”

policy, including our commitments under the

Taiwan Relations Act to provide for Taiwan’s legit-
imate defense needs and deter coercion. We will
expand our defense and security cooperation with
India, a Major Defense Partner of the United States,
and support India’s growing relationships through-
out the region. We will re-energize our alliances
with the Philippines and Thailand and strengthen
our partnerships with Singapore, Vietnam,
Indonesia, Malaysia, and others to help them

become cooperative maritime partners.

Europe

A strong and free Europe is of vital importance to
the United States. We are bound together by our
shared commitment to the principles of democracy,
individual liberty, and the rule of law. Together, we
rebuilt Western Europe after World War IT and cre-
ated institutions that produced stability and wealth
on both sides of the Atlantic. Today, Europe is one
of the most prosperous regions in the world and

our most significant trading partner.

Although the menace of Soviet communism is
gone, new threats test our will. Russia is using
subversive measures to weaken the credibil-
ity of America’s commitment to Europe, under-
mine transatlantic unity, and weaken European
institutions and governments. With its inva-
sions of Georgia and Ukraine, Russia demon-
strated its willingness to violate the sovereignty
of states in the region. Russia continues to intim-
idate its neighbors with threatening behavior,
such as nuclear posturing and the forward deploy-

ment of offensive capabilities.

China is gaining a strategic foothold in Europe by
expanding its unfair trade practices and invest-
ing in key industries, sensitive technologies, and
infrastructure. Europe also faces immediate
threats from violent Islamist extremists. Attacks
by ISIS and other jihadist groups in Spain, France,
Germany, Belgium, the United Kingdom, and
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other countries show that our European partners
continue to face serious threats. Instability in the
Middle East and Africa has triggered the movement
of millions of migrants and refugees into Europe,
exacerbating instability and tensions in the region.

The United States is safer when Europe is prosper-
ous and stable, and can help defend our shared
interests and ideals. The United States remains
firmly committed to our European allies and part-
ners. The NATO alliance of free and sovereign
states is one of our great advantages over our com-
petitors, and the United States remains commit-
ted to Article V of the Washington Treaty.

European allies and partners increase our strate-
gic reach and provide access to forward basing and
overflight rights for global operations. Together
we confront shared threats. European nations
are contributing thousands of troops to help fight
jihadist terrorists in Afghanistan, stabilize Iraq,
and fight terrorist organizations across Africa
and the greater Middle East.

The NATO alliance will become stronger when all
members assume greater responsibility for and
pay their fair share to protect our mutual interests,
sovereignty, and values.

Priority Actions

poLITICAL: The United States will deepen collabora-
tion with our European allies and partners to con-
front forces threatening to undermine our com-
mon values, security interests, and shared vision.
The United States and Europe will work together
to counter Russian subversion and aggression,
and the threats posed by North Korea and Iran.
We will continue to advance our shared princi-
ples and interests in international forums.

ecoNoMic: The United States will work with the
European Union, and bilaterally with the United
Kingdom and other states, to ensure fair and recip-
rocal trade practices and eliminate barriers to

growth. We will encourage European foreign direct
investment in the United States to create jobs. We
will work with our allies and partners to diver-
sify European energy sources to ensure the energy
security of European countries. We will work
with our partners to contest China’s unfair trade
and economic practices and restrict its acquisi-
tion of sensitive technologies.

MILITARY AND SECURITY: The United States ful-
fills our defense responsibilities and expects oth-
ers to do the same. We expect our European allies
to increase defense spending to 2 percent of gross
domestic product by 2024, with 20 percent of this
spending devoted to increasing military capa-
bilities. On NATO’s eastern flank we will con-
tinue to strengthen deterrence and defense, and
catalyze frontline allies and partners’ efforts
to better defend themselves. We will work with
NATO to improve its integrated air and missile
defense capabilities to counter existing and pro-
jected ballistic and cruise missile threats, par-
ticularly from Iran. We will increase counterter-

rorism and cybersecurity cooperation.

Middle East

The United States seeks a Middle East that is
not a safe haven or breeding ground for jihadist
terrorists, not dominated by any power hostile to
the United States, and that contributes to a stable
global energy market.

For years, the interconnected problems of Iranian
expansion, state collapse, jihadist ideology,
socio-economic stagnation, and regional rival-
ries have convulsed the Middle East. The United
States has learned that neither aspirations for dem-
ocratic transformation nor disengagement can
insulate us from the region’s problems. We must
be realistic about our expectations for the region
without allowing pessimism to obscure our inter-
ests or vision for a modern Middle East.
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The region remains home to the world’s most dan-
gerous terrorist organizations. ISIS and al-Qa’ida
thrive on instability and export violent jihad. Iran,
the world’s leading state sponsor of terrorism, has
taken advantage of instability to expand its influ-
ence through partners and proxies, weapon prolif-
eration, and funding. It continues to develop more
capable ballistic missiles and intelligence capa-
bilities, and it undertakes malicious cyber activ-
ities. These activities have continued unabated
since the 2015 nuclear deal. Iran continues to per-
petuate the cycle of violence in the region, caus-
ing grievous harm to civilian populations. Rival
states are filling vacuums created by state col-
lapse and prolonged regional conflict.

Despite these challenges, there are emerging
opportunities to advance American interests in
the Middle East. Some of our partners are working
together to reject radical ideologies, and key lead-
ers are calling for a rejection of Islamist extrem-
ism and violence. Encouraging
political stability and sustain-
able prosperity would contrib-
ute to dampening the conditions
that fuel sectarian grievances.

For generations the con-
flict between Israel and the
Palestinians has been under-
stood as the prime irritant
preventing peace and pros-
perity in the region. Today,
the threats from jihadist ter-
rorist organizations and the
threat from Iran are creating the realization that
Israel is not the cause of the region’s problems.
States have increasingly found common inter-
ests with Israel in confronting common threats.

Today, the United States has the opportunity to
catalyze greater economic and political cooper-
ation that will expand prosperity for those who
want to partner with us. By revitalizing partner-
ships with reform-minded nations and encour-

Terrorists and criminals
thrive where

governments are weak,

and faith in government

institutions is low.

aging cooperation among partners in the region,
the United States can promote stability and a bal-

ance of power that favors U.S. interests.

Priority Actions

poLITICAL: We will strengthen partnerships, and
form new ones, to help advance security through
stability. Whenever possible, we will encourage
gradual reforms. We will support efforts to counter
violent ideologies and increase respect for the dig-
nity of individuals. We remain committed to help-
ing our partners achieve a stable and prosperous
region, including through a strong and integrated
Gulf Cooperation Council. We will strengthen our
long-term strategic partnership with Iraq as an
independent state. We will seek a settlement to the
Syrian civil war that sets the conditions for refu-
gees to return home and rebuild their lives in safety.
We will work with partners to deny the Iranian
regime all paths to a nuclear
weapon and neutralize Iranian
malign influence. We remain
committed to helping facilitate
a comprehensive peace agree-
ment that is acceptable to both
Israelis and Palestinians.

corruption is rampant,

ecoNoMic: The United States
will support the reforms under-
way that begin to address core
inequities that jihadist terror-
ists exploit. We will encourage
states in the region, including
Egypt and Saudi Arabia, to continue moderniz-
ing their economies. We will play a role in catalyz-
ing positive developments by engaging economi-
cally, supporting reformers, and championing the
benefits of open markets and societies.

MILITARY AND SECURITY: We will retain the neces-
sary American military presence in the region to
protect the United States and our allies from ter-
rorist attacks and preserve a favorable regional
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balance of power. We will assist regional part-
ners in strengthening their institutions and
capabilities, including in law enforcement, to
conduct counterterrorism and counterinsur-
gency efforts. We will help partners procure
interoperable missile defense and other capa-
bilities to better defend against active missile
threats. We will work with partners to neutral-
ize Iran’s malign activities in the region.

South and Central Asia

With over a quarter of the world’s population, a
fifth of all U.S.-designated terrorist groups, several
fast-growing economies, and two nuclear-armed
states, South and Central Asia present some of the
most complicated national security challenges
and opportunities. The region spans the terrorist
threats emanating from the Middle East and the
competition for power unfolding in Europe and
the Indo-Pacific. The United States continues to
face threats from transnational terrorists and mili-
tants operating from within Pakistan. The prospect
for an Indo-Pakistani military conflict that could
lead to a nuclear exchange remains a key concern
requiring consistent diplomatic attention.

U.S. interests in the region include countering ter-
rorist threats that impact the security of the U.S.
homeland and our allies, preventing cross-border
terrorism that raises the prospect of military and
nuclear tensions, and preventing nuclear weap-
ons, technology, and materials from falling into
the hands of terrorists. We seek an American pres-
ence in the region proportionate to threats to the
homeland and our allies. We seek a Pakistan that is
not engaged in destabilizing behavior and a stable
and self-reliant Afghanistan. And we seek Central
Asian states that are resilient against domination
by rival powers, are resistant to becoming jihad-
ist safe havens, and prioritize reforms.

Priority Actions

poLITICAL: We will deepen our strategic partner-
ship with India and support its leadership role
in Indian Ocean security and throughout the
broader region. We will press Pakistan to inten-
sify its counterterrorism efforts, since no part-
nership can survive a country’s support for mil-
itants and terrorists who target a partner’s own
service members and officials. The United States
will also encourage Pakistan to continue demon-
strating that it is a responsible steward of its
nuclear assets. We will continue to partner with
Afghanistan to promote peace and security in the
region. We will continue to promote anti-corrup-
tion reform in Afghanistan to increase the legit-
imacy of its government and reduce the appeal of
violent extremist organizations. We will help South
Asian nations maintain their sovereignty as China
increases its influence in the region.

ecoNoMic: We will encourage the economic inte-
gration of Central and South Asia to promote
prosperity and economic linkages that will bol-
ster connectivity and trade. And we will encour-
age India to increase its economic assistance
in the region. In Pakistan, we will build trade
and investment ties as security improves and as
Pakistan demonstrates that it will assist the United
States in our counterterrorism goals.

MILITARY AND SECURITY: We are committed to
supporting the Afghan government and security
forces in their fight against the Taliban, al-Qa’ida,
ISIS, and other terrorists. We will bolster the
fighting strength of the Afghan security forces
to convince the Taliban that they cannot win on
the battlefield and to set the conditions for diplo-
matic efforts to achieve enduring peace. We will
insist that Pakistan take decisive action against
militant and terrorist groups operating from its
soil. We will work with the Central Asian states
to guarantee access to the region to support our
counterterrorism efforts.
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Western Hemisphere

Stable, friendly, and prosperous states in the
Western Hemisphere enhance our security and
benefit our economy. Democratic states con-
nected by shared values and economic interests
will reduce the violence, drug trafficking, and ille-
gal immigration that threaten our common secu-
rity, and will limit opportunities for adversar-
ies to operate from areas of close proximity to us.

In the last half century, parts of this hemisphere
were marred by dictatorships and insurgencies
that killed tens of thousands of people. Today,
this region stands on the cusp of prosperity and
peace, built upon democracy and the rule of law.
U.S. trade in the region is thriving and market
opportunities for American goods and services,
energy and infrastructure projects, and foreign
direct investment continue to expand.

Challenges remain, however. Transnational crim-
inal organizations—including gangs and cartels—
perpetuate violence and corruption, and threaten
the stability of Central American states includ-
ing Guatemala, Honduras, and El Salvador. In
Venezuela and Cuba, governments cling to anach-
ronistic leftist authoritarian models that con-
tinue to fail their people. Competitors have found
operating space in the hemisphere.

China seeks to pull the region into its orbit through
state-led investments and loans. Russia contin-
ues its failed politics of the Cold War by bolster-
ing its radical Cuban allies as Cuba continues to
repress its citizens. Both China and Russia sup-
port the dictatorship in Venezuela and are seek-
ing to expand military linkages and arms sales
across the region. The hemisphere’s democratic
states have a shared interest in confronting threats
to their sovereignty.

Canada and the United States share a unique
strategic and defense partnership. The United
States also has important and deepening rela-

tions with key countries in the region. Together,
we will build a stable and peaceful hemisphere
that increases economic opportunities for all,
improves governance, reduces the power of crim-
inal organizations, and limits the malign influ-
ence of non-hemispheric forces.

Priority Actions

poLITICAL: We will catalyze regional efforts to build
security and prosperity through strong diplomatic
engagement. We will isolate governments that
refuse to act as responsible partners in advancing
hemispheric peace and prosperity. We look forward
to the day when the people of Cuba and Venezuela
can enjoy freedom and the benefits of shared pros-
perity, and we encourage other free states in the
hemisphere to support this shared endeavor.

ecoNoMic: We will modernize our trade agree-
ments and deepen our economic ties with the
region and ensure that trade is fair and reciprocal.
We will encourage further market-based economic
reforms and encourage transparency to create con-
ditions for sustained prosperity. We will ensure
the U.S. financial system does not serve as a haven
or transit point for criminal proceeds.

MILITARY AND SECURITY: We will build upon local
efforts and encourage cultures of lawfulness to
reduce crime and corruption, including by sup-
porting local efforts to professionalize police and
other security forces; strengthen the rule of law
and undertake judicial reform; and improve infor-
mation sharing to target criminals and corrupt
leaders and disrupt illicit trafficking.

@
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Africa

Africa remains a continent of promise and endur-
ing challenges. Africa contains many of the world’s
fastest growing economies, which represent poten-
tial new markets for U.S. goods and services.
Aspiring partners across the continent are eager
to build market-based economies and enhance sta-
bility. The demand for quality American exports is
high and will likely grow as Africa’s population and
prosperity increase. People across the continent are
demanding government accountability and less
corruption, and are opposing autocratic trends. The
number of stable African nations has grown since
the independence era as numerous countries have
emerged from devastating conflicts and undergone
democratic transitions.

Despite this progress, many states face political
turbulence and instability that spills into other
regions. Corruption and weak governance threaten
to undermine the political
benefits that should emerge
from new economic opportu-
nities. Many African states
are battlegrounds for vio-
lent extremism and jihad-
ist terrorists. ISIS, al-Qa’ida,
and their affiliates oper-
ate on the continent and
have increased the lethal-
ity of their attacks, expanded
into new areas, and targeted
U.S. citizens and interests.
African nations and regional
organizations have demon-
strated a commitment to confront the threat
from jihadist terrorist organizations, but their
security capabilities remain weak.

China is expanding its economic and military
presence in Africa, growing from a small inves-
tor in the continent two decades ago into Africa’s
largest trading partner today. Some Chinese prac-

We will encourage reform,
working with promising nations
to promote effective governance,

improve the rule of law, and
develop institutions accountable

and responsive to citizens.

tices undermine Africa’s long-term development
by corrupting elites, dominating extractive indus-
tries, and locking countries into unsustainable
and opaque debts and commitments.

The United States seeks sovereign African states
that are integrated into the world economy, able
to provide for their citizens’ needs, and capable of
managing threats to peace and security. Improved
governance in these states supports economic
development and opportunities, diminishes the
attraction of illegal migration, and reduces vulner-
ability to extremists, thereby reducing instability.

Priority Actions

poLITICAL: The United States will partner with
governments, civil society, and regional organi-
zations to end long-running, violent conflicts.
We will encourage reform, working with prom-
ising nations to promote effective governance,
improve the rule of law, and
develop institutions account-
able and responsive to cit-
izens. We will continue to
respond to humanitarian
needs while also working
with committed governments
and regional organizations
to address the root causes of
human suffering. If neces-
sary, we are prepared to sanc-
tion government officials
and institutions that prey
on their citizens and com-
mit atrocities. When there is
no alternative, we will suspend aid rather than
see it exploited by corrupt elites.

ecoNoMic: We will expand trade and commercial
ties to create jobs and build wealth for Americans
and Africans. We will work with reform-oriented
governments to help establish conditions that can
transform them into trading partners and improve

&
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their business environment. We will support eco-
nomic integration among African states. We will
work with nations that seek to move beyond assis-
tance to partnerships that promote prosperity.
We will offer American goods and services, both
because it is profitable for us and because it serves
as an alternative to China’s often extractive eco-
nomic footprint on the continent.

MILITARY AND SECURITY: We will continue to work
with partners to improve the ability of their secu-
rity services to counter terrorism, human traf-
ficking, and the illegal trade in arms and natural
resources. We will work with partners to defeat
terrorist organizations and others who threaten
U.S. citizens and the homeland.
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CONCLUSION

This National Security Strategy sets a positive strategic direction for the United

States that is meant to reassert America’s advantages on the world stage and to

build upon our country’s great strengths. During the Trump Administration,

the American people can be confident that their security and prosperity will

always come first. A secure, prosperous, and free America will be strong and

ready to lead abroad to protect our interests and our way of life.

merica’s renewed strategic confidence
is anchored in our recommitment to
the principles inscribed in our found-
ing documents. The National Security Strategy
celebrates and protects what we hold dear—
individual liberty, the rule of law, a democratic
system of government, tolerance, and opportunity
for all. By knowing ourselves and what we stand
for, we clarify what we must defend and we estab-

lish guiding principles for our actions.

This strategy is guided by principled real-
ism. It is realist because it acknowledges the
central role of power in international poli-
tics, affirms that sovereign states are the best
hope for a peaceful world, and clearly defines
our national interests. It is principled because

it is grounded in the knowledge that advanc-

ing American principles spreads peace and
prosperity around the globe. We are guided
by our values and disciplined by our interests.

This Administration hasabright vision of America’s
future. America’s values and influence, under-
written by American power, make the world more
free, secure, and prosperous.

Our Nation derives its strength from the American
people. Every American has a role to play in this
grand, national effort to implement this America
First National Security Strategy. Together, our task
is to strengthen our families, to build up our com-
munities, to serve our citizens, and to celebrate
American greatness as a shining example to the
world. We will leave our children and grandchil-
dren a Nation that is stronger, better, freer, prouder,
and greater than ever before.
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Exchange rate Dfr:US$ (end-period)	177.7	177.7	177.7	177.7	177.7	177.7	177.7	177.7
Exchange rate Dfr:€ (av)	209.3	218.5	211.9	206.7	202.8	201.8	199.7	197.6
Foreign trade (US$ m)a	 	 	 	 	 	 	 	 
Exports fob	84.3	80.6	106.5	87.1	89.8	70.5	70.0	n/a
Imports cif	-415.7	-352.0	-493.4	-380.2	-399.5	-417.8	-478.1	n/a
Trade balance	-331.4	-271.4	-386.9	-293.1	-309.7	-347.3	-408.1	n/a
Foreign reserves (US$ m)	 	 	 	 	 	 	 	 
Reserves excl gold (end-period)	548	483	447	425	445	509	537	n/a
a DOTS estimates.
Sources: IMF, International Financial Statistics; Direction of Trade Statistics.

	Political stability
	The long-standing president, Ismaël Omar Guelleh, and his governing coalition, the Union pour la majorité présidentielle (UMP), will remain firmly in power, with a 57-seat majority in the parliament in 2020-21. Within the UMP, power will remain heavily concentrated in Mr Guelleh's party, the Rassemblement populaire pour le progrès (RPP). Divisions within the UMP will stoke some volatility as other political parties seek to muster influence and secure access to resources for their constituents, especially those representing the economically neglected Afar region in the north. However, having successfully centralised power over the past 20 years of his rule and developed far-reaching networks of patronage, Mr€Guelleh will block his rivals well before they pose a threat to his authority.

Political tensions between the ruling coalition and the opposition will persist, as anti-Guelleh elements remain aggrieved over what they perceive as a repressive political atmosphere and a continual erosion of democracy. Political and social tensions are likely to peak ahead of the presidential election scheduled for 2021, which The Economist Intelligence Unit expects Mr Guelleh to contest again. Any related unrest might turn violent, mainly because the security forces have a history of meeting protests with a heavy-handed response. This will, however, not pose a challenge to overall security, mainly because the opposition support base is divided. By comparison, Mr€Guelleh's support base remains strong at national level, owing to a decent economic performance under his rule to date. However, the government has failed to translate infrastructure-driven growth into improved job prospects or a better standard of living. This means that Mr€Guelleh's approval rating has most likely declined in recent years and economic hardships will continue to stoke frustrations with his administration among sections of the public.

The armed wing of the Front pour la restauration de l'unité et de la démocratie (FRUD), a political party that is demanding greater political and economic autonomy for the Afar ethnic group, continues to pose security risks. The party's armed wing remains capable of staging low-level attacks and, given the remoteness of its stronghold in northern Djibouti, the military will struggle to quash the threat decisively. Under the terms of a bilateral military co-operation pact, Ethiopian troops are obligated to assist Djibouti's security forces upon request, and, with Ethiopia's state of emergency having been lifted in August€2017, more troops will be freed up to respond to potential insurrections, limiting the prospect of them creating widespread instability.


	Election watch
	The UMP won a majority in the 2018 legislative elections with 57 of the 65 seats, although this was also owing to the Mouvement pour le renouveau démocratique et le développement (a part of the main opposition coalition, the Union pour le salut national) boycotting the elections, claiming that elections in Djibouti are never "free and fair". Given the benefits of incumbency, which have been reinforced by the opposition's long-held policy of non-participation, Mr€Guelleh is well placed to win another victory when the presidential election is held in€2021.


	International relations
	Throughout the forecast period, the government's foreign policy challenges will revolve around improving ties with Djibouti's key trading partners and countries with which it shares borders. Relations with Djibouti's most important neighbour, Ethiopia, will continue to deepen, underpinned by the countries' mutually dependent commercial interests and defence agreements, as well as planned and existing inter-connecting infrastructure. Landlocked Ethiopia accounts for more than 80% of the trade traffic through Djibouti's ports and supplies the country with drinking water and hydropower, reducing Djibouti's reliance on imported oil for meeting its energy needs, but reinforcing its economic dependence on Ethiopia. Although Djibouti is benefiting from its economic integration with Ethiopia, it also poses a risk of an economic downturn in Ethiopia spreading to Djibouti with even greater intensity. The same holds true in reverse, and so Ethiopia has made various efforts to diversify its overseas trading routes away from Djibouti. Indeed, the peace deal between Ethiopia and Eritrea in 2018 provides the former with an additional trade route via the latter. However, large-scale investment will be needed to address the poor state of Eritrea's infrastructure and equip Eritrea's ports sufficiently to handle Ethiopia's trade traffic. The port of Djibouti will, therefore, remain Ethiopia's key trade outlet in 2020-21.

Djibouti's relations with UAE (formerly an important source of investment inflows) will remain strained, owing to the government's dispute with DP World a UAE-based logistics company (the dispute relates to Djibouti's cancellation in 2018 of DP World's contract to operate the Doraleh Container Terminal, which was subsequently nationalised). Nonetheless, relations with the wider international community will remain strong, as Djibouti's geopolitical importance will ensure that its main allies continue to overlook the alleged human rights abuses carried out by the regime. Djibouti's relative political stability and its proximity to Somalia, Yemen and the Gulf of Aden will underpin its importance as a regional base for counter-terrorism and anti-piracy operations for French, US, Chinese and Japanese armed forces. Relations with China—already a major source of finance—will remain strong (as Djibouti provides easy access to the Ethiopian market, in which China is primarily interested). Moreover, Djibouti forms an integral part of China's Belt and Road Initiative. Djibouti will continue to seek deeper economic relations with non-traditional partners, such as Egypt and Japan.


	Policy trends
	The government intends to strengthen Djibouti's position as a regional trading and logistics hub and leverage the rapid expansion in Ethiopia’s trade and transshipment activities. These plans are underpinned by ambitious infrastructure schemes, financed by a mix of debt-funded government expenditure, with a significant proportion of debt owed to China, and foreign direct investment (FDI). In its Article IV review published in October 2019 the IMF said that the present value of the external debt-to-GDP ratio (76.3% in end-2018) breaches its threshold (40%), placing the country in high risk of debt distress. Against the backdrop of rising debt service and delays in operationalising the Djibouti to Addis Ababa railway project, the authorities and the Export-Import Bank of China have reportedly agreed on the restructuring of the loan contracted for that project. The two parties have reportedly signed a Memorandum of Understanding (MoU) to extend the loan’s grace period and maturity, to reduce the interest rate, and to restructure past due interest accumulated during the restructuring discussions. The agreement is likely to be finalised in the coming months and should help ease the debt burden in 2020-21.

The government will also seek new avenues for private finance and FDI to support infrastructure development, particularly for port development, free trade zones (FTZ), a water pipeline, and the railway from Djibouti to Addis Ababa. There is plenty of potential for attracting international finance, as evident from the leap in Djibouti’s ranking from 171st to 99th in the World Bank’s Doing Business rankings over the past two years. Reform in areas like strengthening contract enforcement and property rights will help mitigate the potential reputational risk associated with the cancellation of DP World’s contract.

Overall, in balancing the need for private investment with the need to protect political interests (notably, sources of patronage), we expect government policy to create a divided economy. Fast-growing sectors, such as the re-export industry, will boost some private-sector development, but sectors with long-standing state-owned monopolies (including energy and telecommunications) will remain much less dynamic.


	Fiscal policy
	The true fiscal picture is complicated by a lack of transparency. We expect the budget deficit to narrow from an estimated 2.7% of GDP in 2019 to 2.1% of GDP in 2020 and 1.5% in 2021, as the public capital spending falls from recent highs and dividends from past investments are realised. Nonetheless, expenditure will drop only marginally as a proportion of GDP as construction work on the country's FTZ continues to pull in government funds. Moreover, interest payments on the railway and water pipeline loans, which are being serviced by the government, will also keep spending high. In line with the IMF’s recommendations, we expect the authorities to step up efforts to contain current expenditure and direct the savings generated by this towards increasing the social safety net, and health and human capital outlays. However, these will bear fruit only over the longer term, and fiscal slippages are highly likely.

Government revenue will rise modestly during 2020-21, supported by growing service exports from the lease of land that is used by foreign armed forces as military bases (notably those of France and the US). The development in trade and transport infrastructure in recent years, and further planned improvements, position the country well to benefit from growth in Ethiopia’s trade and will therefore boost revenue. Further reforms, such as enhancing tax collection and customs administration, will support growth in fiscal receipts in 2020-21. Even so, generous tax exemptions will continue to limit the potential benefits to government revenue of infrastructure-related inflows. Despite IMF recommendations, the government is unlikely to make significant progress in rationalising tax exemptions and special regimes to broaden the tax base, which will constrain revenue growth.

The deficit will be financed mainly by external borrowing, with a particular reliance on Chinese credit lines. The IMF has raised concerns about Djibouti's build-up of debt to finance infrastructure, particularly from China, stating that this has led to a high risk of debt distress. Although an unmanageable debt load is necessitating reforms, the government is unlikely to undertake these as long as Chinese credit remains available. Debt could build up further, if infrastructure projects fail to stimulate high levels of long-term economic growth.


	Monetary policy
	The Banque centrale de Djibouti (BCD, the central bank) will continue to manage liquidity satisfactorily, although inflation is more influenced by supply-side factors than by the BCD's policy interventions. The BCD has been planning to introduce reserve requirements to strengthen liquidity management in the local banking sector since 2012, but these have not yet been set and the timeframe for doing so remains unclear. Nonetheless, the central bank will continue to ensure that international reserves provide over three months of import cover, in order to sustain the Djibouti franc's overvalued peg to the US dollar at Dfr177.72:US$1. Notwithstanding the central bank's efforts to improve risk-management procedures, inadequate information about borrowers and weak asset quality will be chronic issues, putting a strain on liquidity and will prevent financial deepening.


	International assumptions
	Title
	International assumptions summary
(% unless otherwise indicated)
 	2018	2019	2020	2021
Real GDP growth
World	2.9	2.3	2.5	2.8
OECD	2.3	1.6	1.5	1.8
EU28	2.0	1.4	1.4	1.7
Exchange rates
¥:US$	110.4	108.4	105.9	104.6
US$:€	1.181	1.117	1.120	1.168
SDR:US$	0.706	0.725	0.726	0.711
Financial indicators
€ 3-month interbank rate	-0.32	-0.35	-0.37	-0.24
US$ 3-month commercial paper rate	2.08	2.13	1.48	1.54
Commodity prices
Oil (Brent; US$/b)	71.1	64.1	63.0	67.0
Cotton (US cents/lb)	91.4	77.4	76.5	73.9
Food, feedstuffs & beverages (% change in US$ terms)	1.6	-5.7	0.5	4.6
Industrial raw materials (% change in US$ terms)	2.2	-8.2	1.0	3.5
Note. GDP growth rates are at market exchange rates.

	Economic growth
	We estimate that economic growth will accelerate to 6.7% in 2019, driven by growth in transportation and logistics exports on the back of improved trade infrastructure. According to the World Bank, container terminal volume increased by 8.3% between January and July 2019 to reach 520,000 TEU, while bulk cargo volume increased by 17.7%, to 3.5m tons in the same period. We expect economic growth to moderate slightly to a still-strong 6.5% in 2020, mainly reflecting a slowdown in world trade. In 2021 real GDP growth will pick up to 6.7% supported by steady growth in re-exports in line with the development of the free zone and exports of transportation, logistics, and telecommunication services. Throughout the forecast period, re-exports will replace public investment (which has been a buttress of rapid economic activity in recent years) as the key driver of economic growth as recently completed infrastructure projects come on stream. The infrastructure development will help position Djibouti to capitalise on Ethiopia’s steady growth through a rise in exports. Although private investment is likely to increase over 2020-21, the public sector will remain dominant. Downside risks to the growth forecast remain a slowdown in Ethiopia and the failure of the infrastructure projects to generate expected returns on investment.


	Inflation
	After rising to an estimated 3.2% in 2019 (owing to a low base in 2018 and a spike in domestic food prices), we expect inflationary pressures to pick up slightly, to 3.3% in 2020 as global food prices rise. The country's high dependence on food imports (required for 80-90% of domestic needs) makes it vulnerable to global price movements. A further uptick in prices will be prevented by a stable US dollar against the country’s major trading partners, including the euro (France is a major trading partner). In 2021 a weaker US dollar vis-à-vis Djibouti's other trading partners' currencies and an anticipated rise in global food and beverages prices exert upward inflationary pressures, taking it to 3.5% in that year.


	Exchange rates
	The Djibouti franc will remain fixed to the US dollar at Dfr177.72:US$1 in 2020-21, under a currency-board regime. The exchange rate against other currencies will, therefore, mirror movements in those currencies against the US dollar. After appreciating in 2019, reflecting political volatility in Italy and uncertainty surrounding Brexit, we expect the dollar to remain stable against the euro in 2020 as the Federal Reserve (Fed, the US central bank) further eases its monetary policy, uncertainty surrounding Brexit continues and the US presidential election approaches. We expect the sentiment towards the euro to recover more markedly from 2021 as growth in the region recovers, prompting the ECB to end the quantitative easing (QE) programme and as the euro zone’s large current-account surplus is maintained. In Djibouti, as the current-account deficit narrows in 2020-21, foreign-exchange reserves will grow slightly, averaging 5.3 months of import cover over the two-year period. We also expect the BCD's gross foreign assets to provide full coverage of base money, in line with its legal obligations under the currency-board arrangement.


	External sector
	The current-account deficit will continue on a downward trend, narrowing from an estimated 8.9% of GDP in 2019 to 5.4% of GDP in 2020 and 3.7% of GDP in 2021, driven primarily by growth in re-exports. Djibouti has a structural trade deficit, driven by huge imports of goods for the domestic market (principally food, fuel and electricity), which has been exacerbated by a surge in capital goods imports for infrastructure projects in recent years. Some ongoing infrastructure projects, such as expansion of the FTZ, and rises in global food prices will keep the import bill large. However, over the forecast period, the current-account deficit will narrow on the back of robust growth in services exports and merchandise re-exports. With new logistics infrastructure in place—particularly the Doraleh multi-purpose port and the Djibouti-Addis Ababa railway—the country is well positioned to benefit from rising external sector activity in Ethiopia. The fall in capital imports compared to recent years (as major infrastructure projects reach completion) will be offset by rising global food prices and oil prices (in 2021) and keep the import bill large. Overall, as export earnings outweigh the import bill, the trade deficit will fall as a proportion of GDP from an estimated 32.7% in 2019 to 24.7% in 2021.

The primary income account will remain in surplus, albeit while contracting gradually alongside rising debt repayments, reflecting robust investment returns on the growing stock of international reserves. The surplus on the secondary income account will expand as a result of land leased by other countries for military facilities. Overall, the deficit will be financed mainly by FDI and external borrowing, with an emphasis on bilateral creditors.


	Forecast summary
	Title
	Forecast summary
(% unless otherwise indicated)
 	2018a	2019b	2020c	2021c
Real GDP growth	6.0	6.7	6.5	6.7
Consumer price inflation (av)	0.1	3.2	3.3	3.5
Lending interest rate	11.1b	11.3	11.3	11.3
Government balance (% of GDP)	-3.0	-2.7	-2.1	-1.5
Exports of goods fob (US$ m)	156.2b	185.5	203.9	214.7
Imports of goods fob (US$ m)	803.2b	821.7	893.1	980.2
Current-account balance (US$ m)	-192.5b	-175.4	-134.3	-117.6
Current-account balance (% of GDP)	-9.8b	-8.9	-5.4	-3.7
Exchange rate Dfr:US$ (av)	177.72	177.72	177.72	177.72
Exchange rate Dfr:¥100 (av)	160.93	163.96	167.86	169.86
Exchange rate Dfr:€ (av)	209.97	198.58	199.05	207.49
Exchange rate Dfr:SDR (av)	251.65	245.22	244.95	250.11
a Actual. b Economist Intelligence Unit estimates. c Economist Intelligence Unit forecasts.

	Forecast updates
	Analysis
	Forecast updates
	Analysis

	Country_Report_Kenya_January_2020.pdf
	Briefing sheet
	Political stability
	The outlook for political stability is broadly positive, although the president, Uhuru Kenyatta, faces several interlinked challenges during the remainder of his time in office to 2022. These include advancing his "Big Four" agenda (food security, housing, health and manufacturing), cracking down on corruption and dealing with the ruling Jubilee Party's internal divisions. Mistrust between the ruling party and opposition had been a severe threat to political stability after Kenya's disputed election in 2017. Animosity has been assuaged since then, with both the president and the leader of the opposition Orange Democratic Movement (ODM), Raila Odinga, having agreed to a rapprochement based on the Building Bridges Initiative (BBI). Recommendations from the bipartisan exercise include diluting executive authority via the re-establishment of a post for prime minister to oversee parliamentary business. Other initiatives include diversifying the cabinet by including appointments from outside the legislature and formalising the role of leader of the opposition. Amending the constitution in this way may require a referendum, held before the next election in 2022. Kenya's polling season is still likely to be a period of deep uncertainty or even violence. However, the party political landscape does not indicate extraordinary levels of tension, as was the case in the 2007-08 post-election crisis, when hundreds were killed, or in 2017 when the result was fiercely€contested.

Divisions within the Jubilee Party and ODM are poised to widen ahead of the vote, however, as respective allies of the two party leaders were caught off-guard by the sudden bipartisanship, which Mr€Kenyatta increasingly considers his legacy. In€particular, the deputy president, William Ruto, has been an outspoken sceptic of BBI, which he regards as conceding too much to the opposition, and now probably fears that he will not be the Jubilee Party's presidential nominee in 2022 when Mr€Kenyatta stands down after two terms. The re-establishment of the post of prime minister also opens the way for Mr€Kenyatta to continue in this role should he select the "right" candidate (possibly even Mr Odinga). Should Mr Kenyatta choose to announce a successor other than Mr€Ruto, many of the deputy president's allies could choose to join the opposition. A formal Jubilee Party split seems unlikely, but divisions will complicate the fight against corruption, which some of Mr€Ruto's allies view as being politically motivated.

Kenya's longstanding vulnerability to terror attacks carried out by Al-Shabab, a Somalia-based jihadi network, will periodically flare up despite the heavy presence of security forces in the north east. Apparently caught off-guard, a military base housing US military personnel was subject to a deadly attack in January 2020 by Al-Shabab militants; the US has stepped up airborne assaults against Al-Shabab targets in Somalia and the incident was likely a reprisal. As the internationally supported African Union (AU) campaign to oust the group from Somalia continues, Kenya, which borders Somalia, is home to logistics and operations bases and has troops on the front line, will continue to be a leading target for Al-Shabab terror cells, which have proven capable of striking across the country, including in the capital, Nairobi.


	Election watch
	The controversial 2017 election delivered a working majority for the Jubilee Party, but left it well short of the two-thirds threshold needed to change the constitution. Attention is turning to the 2022 election, when Mr Ruto will seek the Jubilee Party's presidential nomination—in line with an informal agreement with Mr Kenyatta—but obstacles are emerging. In one mooted scenario, Mr Odinga, Mr Kenyatta's supporters and Gideon Moi (the son of a former president) would align themselves against Mr Ruto, but many other configurations are possible. A more pressing concern, however, is to rectify the failings of the dysfunctional Independent Electoral and Boundaries Commission, to advance Kenya's democracy and reduce the risk of another fraught contest in 2022.


	International relations
	Foreign policy will be driven by economic interests, especially the maintenance of close relations with multilateral donors and the advancement of regional integration within the East African Community (EAC). Intentions in this regard are backed by US$2bn of funding for capital investment from the African Development Bank (AfDB) up to 2022. Kenya will maintain close ties (including military co-operation) with the US and the UK, as highlighted by ongoing security threats from Al-Shabab, but prioritise relations with key lenders such as China and India. EAC-EU relations will be high on the agenda, owing to divisions over a planned economic partnership agreement (EPA) that is critical for Kenya to have continued tariff-free access to EU countries for its exports. Kenya will remain a regional leader, albeit faced with a low-level trade rivalry with Tanzania, and the country's military intervention in Somalia will face logistical challenges and elevate the risk of terrorist attacks in Kenya by Somalia's main Islamist insurgent group, al-Shabab.


	Policy trends
	The main policy challenge in the medium term will be to alleviate infrastructure deficiencies and skills shortages. Major investments in the transport and energy networks, some in the form of public-private partnerships (PPPs), alongside regulatory and other reforms, will lead to gradual improvements. The government will also prioritise trade liberalisation and closer integration within the EAC as part of a drive to deepen integration into the regional market. Expanding Kenya's relatively underdeveloped manufacturing sector—through measures such as establishing special economic zones (SEZs)—is another policy objective, together with food security, healthcare and housing, according to the president's Big Four agenda.

Policymaking and implementation will, however, remain vulnerable to risks such as drought, insecurity, corruption and political squabbling. It is also unlikely that Kenya will have a policy anchor in the form of an IMF programme over 2020-24, with talks dragging on. As economic growth will be quick, the motivation to adopt potentially politically painful reforms under a loan agreement will be absent, even though the lack of one will inhibit Kenya's access to international capital markets.


	Fiscal policy
	Fiscal consolidation is the policy mantra, and monetary easing will allow for a wind-down of the stimulus used in recent years. However, like the government, The Economist Intelligence Unit expects progress to be slow. The thrust of the next medium-term plan (to be published in early 2020) will probably focus—as it has in recent years—on the unattained goal of reducing spending on the civil service and freeing up resources for capital investment, or at least to shield that side of the budget from spending cuts. Such reforms were dodged in 2019/20 (July-June), and with an election in late 2022 (public-sector reform is politically charged) tough measures will probably be postponed until the end of the forecast period. Capital spending will be dwarfed by the recurrent cost of the public sector; salaries alone account for about 18% of the total budget in 2019/20, compared with 22% for the whole capital budget. Spending as a proportion of GDP is expected to decline at a gentler pace than officially projected because of the size and political unwieldiness of this spending category.

On the revenue side, the government will try to balance out the interests of businesses and consumers against the wider policy of fiscal consolidation. Income-tax reform will probably be unveiled in 2020/21; official projections envisage a jump in the revenue/GDP ratio in that fiscal year. Some sectors will be affected by a reduction in fiscal incentives, but the burden is to be shared by individuals; tax rises on remittances and personal income are both probable. The bill is likely to be controversial, and parliament would probably press for a watered-down version of it so close to national elections. Again, this means that revenue as a proportion of GDP will probably rise only slowly.

Assuming that civil-service reform is fairly limited ahead of the 2022 election and income-tax changes are watered down, we expect the budget deficit to narrow gently from an estimated 6.8% of GDP in 2019/20 to a still-sizeable 5.9% of GDP in 2021/22. We only expect the budget deficit to shrink to below 5% by 2023/24, underscoring serious obstacles to fiscal discipline. With external finance being cheaper than domestic borrowing, Kenya will look to foreign borrowing as much as possible for infrastructure projects. The remainder of the deficit will be financed domestically, at fairly high real interest rates. Gross public debt as a share of GDP will climb by more than 7 percentage points, to 65.5%, over the forecast period.


	Monetary policy
	Monetary policy will undergo a planned shift to a formal inflation-targeting framework from the current, informal target range (of 2.5-7.5%). In November the Central Bank of Kenya (CBK) cut its benchmark interest rate by 50 basis points, to 8.5%, on the back of moderating inflation, easier global liquidity conditions and the removal that month of a lending-rate cap. The controversial ceiling on bank lending rates at 400€basis points above the benchmark rate, introduced in September€2016, was repealed as a result of presidential opposition to it. Counterintuitively, average lending rates are likely to rise slightly despite monetary loosening as a result of its abrogation, and remain sticky downward as banks rationally charge higher risk premiums to€small and medium-sized enterprises (SMEs). In€2020-24, and with inflation within range, there will be scope for continued loosening of the policy rate, encouraged by a tighter fiscal€stance, which will eventually see lending rates lessen.


	International assumptions
	Title
	 	2019	2020	2021	2022	2023	2024
Economic growth (%)
US GDP	2.3	1.7	1.8	2.0	1.8	2.2
OECD GDP	1.6	1.5	1.8	1.9	1.8	2.0
World GDP	2.3	2.4	2.8	2.9	2.8	2.9
World trade	1.5	2.3	3.6	3.7	3.7	3.8
Inflation indicators (% unless otherwise indicated)
US CPI	1.8	1.6	1.9	2.1	1.8	1.8
OECD CPI	1.9	1.8	2.0	2.2	2.1	2.0
Manufactures (measured in US$)	-0.1	1.9	4.0	4.1	3.5	3.1
Oil (Brent; US$/b)	64.0	63.0	67.0	71.0	73.8	71.0
Non-oil commodities (measured in US$)	-6.6	0.8	3.9	1.8	0.9	2.5
Financial variables
US$ 3-month commercial paper rate (av; %)	2.2	1.5	1.5	1.8	2.2	2.3
Exchange rate KSh:US$ (av)	101.99	109.30	111.60	114.56	115.10	115.10
Exchange rate US$:€ (av)	1.12	1.13	1.16	1.21	1.24	1.24

	Economic growth
	Title
	The outlook for 2020-24 is broadly favourable, with growth forecast to average 6% a year during the period. This compares with an estimated rate of 5.3% in 2019. A€boost will come from the repealing of the rate cap, which, despite raising average lending rates, will increase loan approvals and so enhance credit extension to SMEs. A€subsequent expansion in consumer demand and business invest-ment will help to power an improved economic outlook, with monetary stimulus working to keep economic growth elevated, despite a slowdown in public demand. Kenya's nascent oilfields (with 560m barrels in proven and probable reserves) will also advance towards commercial exports. A final investment decision on an outbound pipeline is expected in 2020, which we expect to become operational in 2024. Commercial oil exports will drive the highest growth rate of the forecast period that year, of€6.6%.

However, structural deficiencies, such as infrastructure bottlenecks and skills shortages, will persist, as will Kenya's dependence on rain-fed agriculture and the perennial risk of drought. Serious unrest around the 2022 election is also a notable downside risk. Kenya's economic performance is nonetheless poised to remain brisk and among the strongest in Africa.

Economic growth
%	2019a	2020b	2021b	2022b	2023b	2024b
GDP	5.3	5.6	5.7	6.0	6.1	6.6
Private consumption	5.9	6.5	6.2	6.3	6.4	5.6
Government consumption	7.0	4.0	3.2	3.6	4.0	4.5
Gross fixed investment	6.5	5.0	5.6	5.9	6.5	5.9
Exports of goods & services	4.7	4.9	5.5	6.2	4.8	10.1
Imports of goods & services	2.2	6.5	6.0	6.5	6.0	5.2
Domestic demand	6.3	6.0	5.8	6.1	6.2	5.8
Agriculture	4.1	5.6	5.0	5.3	5.3	4.1
Industry	5.3	7.0	7.8	9.0	7.0	9.9
Services	5.9	5.0	5.2	5.0	6.0	6.2
a Economist Intelligence Unit estimates. b Economist Intelligence Unit forecasts.

	Inflation
	From an annual average inflation of 5.2% in 2019, expected depreciation of the Kenya shilling in 2020 will push inflation up to an average of 5.7%. Oil prices are expected to be low that year, but to rise steadily in 2021-23, directly raising consumer prices and weakening the shilling as terms of trade deteriorate; inflation will be higher over those years, at an average of 6.5%. This is close to Kenya's long-term average. Inflation will calm to an average of 6% in 2024 as oil exports begin and the shilling stabilises.


	Exchange rates
	The trade-weighted real effective exchange rate (REER) has been appreciating in recent years, with inflation in Kenya higher than in its main trading partners. A€decline in international competitiveness has already caused earnings in several price-sensitive export categories to fall, although remittance inflows during the December festive season caused nominal appreciation. A€correction appears inevitable, given Kenya's large external imbalance, and is forecast for 2020 as the global economy slows and remittance inflows subside, with the currency dropping from an average of KSh102:US$1 in 2019 to KSh109.3:US$1. This will allow Kenya to regain some competitiveness in REER terms. Currency depreciation will continue at a gentler pace to 2023, reflecting an ongoing external deficit, retreating to an average of KSh115.1:US$1. In 2024 the exchange rate will level off as oil exports begin.


	External sector
	Goods export earnings will rise in 2020—after an estimated fall in 2019—with real depreciation of the shilling being an aid to export competitiveness. Following this, expansion of the agricultural sector will underpin healthy export growth in 2021-23. Oil exports through a planned pipeline to the coastal port of Mombasa are expected to come online by 2024, following which an oil-led export boom will commence. The full impact will be seen in subsequent years, but earnings are nonetheless forecast to jump that year.

Import growth will be low in 2020, with oil prices more or less steady against 2019, but will recover from an estimated contraction as consumer demand and business investment pick up. As oil prices rise and economic performance accelerates, the rate of import growth will quicken in 2021-24. The nascent oil industry, in particular, will suck in high-cost capital equipment.

Kenya runs a surplus on the services balance, which reflects tourism revenue, although competition from other destinations and fears about terrorism will cause this to fall as a proportion of GDP over the forecast period. The primary income balance is in deficit, and will remain so, reflecting debt-servicing and repatriation of returns on foreign direct investment (FDI). The secondary income balance will remain in fairly healthy surplus, reflecting remittances from Kenyans living abroad, although these inflows will decline as a proportion of GDP in 2020 as the global economy slows.

Overall, in 2020 the current-account deficit as a share of GDP will widen only slightly from 2019 levels, at 4.1%, with both imports and exports rising slowly. The deficit will then widen to an annual average of 4.3% of GDP in 2021-23 as world oil prices increase. Following the commence-ment of commercial oil exports, the shortfall will shrink to 3% of GDP in 2024. To put this in context, it will be the smallest shortfall in terms of GDP since 2007. The current-account deficit will be financed mainly by both short- and long-term external debt inflows, but also by FDI.


	Forecast summary
	Title
	Forecast summary
(% unless otherwise indicated)
 	2019a	2020b	2021b	2022b	2023b	2024b
Real GDP growth	5.3	5.6	5.7	6.0	6.1	6.6
Industrial production growth	5.3	7.0	7.8	9.0	7.0	9.9
Gross agricultural production growth	4.1	5.6	5.0	5.3	5.3	4.1
Consumer price inflation (av)	5.2c	5.7	6.7	6.5	6.3	6.0
Consumer price inflation (end-period)	5.4c	6.1	6.6	6.4	6.1	5.7
Lending rate (av)	12.3	12.9	12.7	12.5	12.4	12.1
Government balance (% of GDP)d	-7.2	-6.0	-5.5	-5.1	-4.8	-3.8
Exports of goods fob (US$ bn)	5.9	6.2	6.7	7.5	7.8	9.8
Imports of goods fob (US$ bn)	16.2	16.5	17.9	19.0	20.4	21.5
Current-account balance (US$ bn)	-3.9	-4.1	-4.8	-5.1	-5.9	-4.5
Current-account balance (% of GDP)	-4.0	-4.1	-4.3	-4.2	-4.3	-3.0
External debt (end-period; US$ bn)	35.6	39.8	43.5	47.4	51.2	53.0
Exchange rate KSh:US$ (av)	101.99c	109.30	111.60	114.56	115.10	115.10
Exchange rate KSh:US$ (end-period)	101.34c	111.04	112.50	114.90	115.70	115.00
Exchange rate KSh:¥100 (av)	92.36c	99.32	102.64	109.23	114.57	119.80
Exchange rate KSh:€ (end-period)	116.03c	127.70	135.00	140.75	144.05	143.75
a Economist Intelligence Unit estimates. b Economist Intelligence Unit forecasts. c Actual. d Fiscal years (ending June 30th).

	Annual data and forecast
	Title
	 	2015a	2016a	2017a	2018a	2019b	2020c	2021c
GDP	 	 	 	 	 	 	 
Nominal GDP (US$ m)	64,007	69,189	78,757	87,906	96,520	100,275	110,425
Nominal GDP (KSh bn)	6,284.2	7,023.0	8,144.4	8,905.0	9,844.2	10,960.1	12,323.4
Real GDP growth (%)	5.7	5.9	4.9	6.3	5.3	5.6	5.7
Expenditure on GDP (% real change)	 	 	 	 	 	 	 
Private consumption	5.2	4.8	7.6	5.9	5.9	6.5	6.2
Government consumption	11.5	5.6	5.1	1.0	7.0	4.0	3.2
Gross fixed investment	6.6	-9.2	6.4	4.6	6.5	5.0	5.6
Exports of goods & services	6.2	-2.2	-6.8	4.0	4.7	4.9	5.5
Imports of goods & services	1.2	-3.4	8.7	2.6	2.2	6.5	6.0
Origin of GDP (% real change)	 	 	 	 	 	 	 
Agriculture	5.3	4.7	1.9	6.4	4.1	5.6	5.0
Industry	7.3	5.9	3.8	5.3	5.3	7.0	7.8
Services	6.0	6.8	6.5	6.8	5.9	5.0	5.2
Population and income	 	 	 	 	 	 	 
Population (m)	47.9	49.1	50.2	51.4	52.6	53.8	55.0
GDP per head (US$ at PPP)	2,988	3,122	3,258	3,468	3,657	3,845	4,051
Fiscal indicators (% of GDP)	 	 	 	 	 	 	 
Central government revenued	19.0	18.8	18.8	17.8	18.3	18.7	19.2
Central government expenditure	27.2	26.5	27.8	24.8	25.5	24.7	24.6
Central government balanced	-8.2	-7.7	-9.0	-7.0	-7.2	-6.0	-5.5
Public debt	45.0	51.5	54.1	56.6	59.0	61.9	64.1
Prices and financial indicators	 	 	 	 	 	 	 
Exchange rate KSh:US$ (end-period)	102.31	102.49	103.23	101.85	101.34a	111.04	112.50
Exchange rate KSh:€ (end-period)	111.39	108.03	123.81	116.61	112.99a	126.03	133.31
Consumer prices (end-period; %)	8.0	6.4	4.5	5.7	5.4a	6.1	6.6
Stock of money M1 (% change)	8.5	28.9	19.4	10.4	11.7	15.0	16.7
Stock of money M2 (% change)	12.4	5.2	5.2	9.3	10.5	12.4	14.7
Lending interest rate (av; %)	16.1	16.6	13.7	13.1b	12.3	12.9	12.7
Current account (US$ m)	 	 	 	 	 	 	 
Trade balance	-8,375	-7,666	-10,202	-10,237	-10,349	-10,328	-11,125
 Goods: exports fob	5,982	5,747	5,792	6,105	5,862	6,217	6,742
 Goods: imports fob	-14,357	-13,413	-15,994	-16,342	-16,211	-16,545	-17,867
Services balance	1,318	1,433	1,556	1,613	1,980	2,150	1,542
Primary income balance	-684	-386	-675	-728	-669	-816	-790
Secondary income balance	3,453	3,230	4,448	5,030	5,160	4,887	5,581
Current-account balance	-4,289	-3,389	-4,873	-4,322	-3,878	-4,107	-4,791
External debt (US$ m)	 	 	 	 	 	 	 
Debt stock	19,767	21,706	26,834	31,510	35,609	39,796	43,491
Debt service paid	816	955	1,462	2,630	3,804	3,528	3,844
 Principal repayments	413	421	706	1,529	2,650	2,099	2,206
 Interest	403	534	756	1,101	1,153	1,429	1,638
International reserves (US$ m)	 	 	 	 	 	 	 
Total international reserves	7,548	7,601	7,354	8,197	9,514	9,246	10,097
a Actual. b Economist Intelligence Unit estimates. c Economist Intelligence Unit forecasts. d Fiscal years (ending June 30th).
Source: IMF, International Financial Statistics.

	Quarterly data
	Title
	€	2018	€	€	€	2019	€	€	€
€	1 Qtr	2 Qtr	3 Qtr	4 Qtr	1 Qtr	2 Qtr	3 Qtr	4 Qtr
Central government finance (KSh bn)	€	€	€	€	€	€	€	€
Revenue & grants	350.1	443.7	369.6	411.2	393.2	501.0	424.0	n/a
Expenditure & net lending	556.6	626.8	450.6	621.9	571.9	745.1	544.6	n/a
Balance	-206.5	-183.1	-81.0	-210.7	-178.7	-244.1	-120.6	n/a
Prices	€	€	€	€	€	€	€	€
Consumer prices (2010=100)	176.9	182.4	181.3	181.4	184.7	193.2	190.4	n/a
Consumer prices (% change, year on year)	4.5	4.0	4.7	5.6	4.4	5.9	5.0	n/a
Financial indicators	€	€	€	€	€	€	€	€
Exchange rate KSh:US$ (av)	101.83	100.76	100.71	101.91	100.73	101.30	103.42	102.52
Exchange rate KSh:US$ (end-period)	100.85	101.05	100.96	101.85	100.75	102.30	103.89	101.34
Deposit rate (av; %)	8.50	8.46	8.30	7.90	7.68	n/a	n/a	n/a
Lending rate (av; %)	13.61	13.24	12.85	12.56	12.49	n/a	n/a	n/a
Treasury-bill rate (av; %)	8.03	7.94	7.66	7.42	7.10	7.16	n/a	n/a
Stockmarket NSE 20 (1996=100)	3,845	3,286	2,876	2,834	2,846	2,633	2,432	2,654
Stockmarket index (% change, year on year)	23.5	-8.9	-23.3	-23.7	-26.0	-19.9	-15.4	-6.3
Foreign trade (KSh bn)	€	€	€	€	€	€	€	€
Exports fob	161.7	158.2	150.6	142.3	156.9	146.4	146.2	n/a
Imports cif	438.5	460.6	432.3	426.5	421.2	449.9	411.3	n/a
Trade balance	-276.8	-302.4	-281.7	-284.2	-264.3	-303.5	-265.1	n/a
Foreign reserves (US$ m)	€	€	€	€	€	€	€	€
Reserves excl gold (end-period)	9,373	8,964	8,571	8,196	8,545	9,201	9,549	n/a
Sources: IMF, International Financial Statistics; Central Bank of Kenya, Monthly Economic Review; Bloomberg.

	Monthly data
	Title
	€	Jan	Feb	Mar	Apr	May	Jun	Jul	Aug	Sep	Oct	Nov	Dec
Exchange rate KSh:US$ (av)
2017	103.75	103.64	102.85	103.33	103.26	103.49	103.88	103.56	103.12	103.39	103.57	103.10
2018	102.92	101.40	101.18	100.61	100.66	101.00	100.67	100.61	100.83	101.08	102.36	102.29
2019	101.58	100.23	100.36	101.07	101.15	101.69	103.16	103.30	103.80	103.67	n/a	n/a
Exchange rate KSh:US$ (end-period)
2017	103.96	103.34	103.00	103.22	103.38	103.71	103.91	103.14	103.25	103.69	103.25	103.23
2018	102.36	101.62	100.85	100.36	101.48	101.05	100.41	100.65	100.96	101.85	102.54	101.85
2019	100.89	100.09	100.75	101.38	101.36	102.30	104.21	103.55	n/a	n/a	n/a	n/a
M1 (% change, year on year)
2017	21.3	22.7	19.5	17.0	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2018	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2019	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
M2 (% change, year on year)
2017	5.2	5.4	6.4	7.0	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2018	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2019	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
Deposit rate (end-period; %)
2017	7.2	7.3	7.3	7.2	7.3	7.8	7.8	7.8	7.7	8.2	8.2	8.4
2018	8.5	8.5	8.5	8.5	8.5	8.4	8.4	8.3	8.2	8.0	7.9	7.8
2019	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
Lending rate (end-period; %)
2017	13.7	13.7	13.6	13.6	13.7	13.7	13.7	13.7	13.7	13.7	13.7	13.6
2018	13.7	13.7	13.5	13.2	13.3	13.2	13.1	12.8	12.7	12.6	12.6	12.5
2019	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
Stockmarket NSE 20 (1996=100)
2017	2,794	2,995	3,113	3,158	3,441	3,607	3,798	4,027	3,751	3,730	3,805	3,712
2018	3,737	3,751	3,845	3,735	3,333	3,286	3,297	3,203	2,876	2,810	2,797	2,834
2019	2,958	2,894	2,846	2,797	2,677	2,633	2,628	2,468	n/a	n/a	n/a	n/a
Consumer prices (av; % change, year on year)
2017	7.0	9.3	10.3	11.5	11.7	9.2	7.5	8.0	7.1	5.7	4.7	4.5
2018	4.8	4.5	4.2	3.7	4.0	4.3	4.4	4.0	5.7	5.5	5.6	5.7
2019	4.7	4.1	4.4	6.6	5.5	5.7	6.3	5.0	n/a	n/a	n/a	n/a
Goods exports fob (KSh bn)
2017	48.8	48.0	54.1	44.8	52.7	51.6	52.9	41.7	50.4	49.1	50.9	49.3
2018	53.4	57.3	51.0	50.0	55.3	52.9	52.9	51.0	46.8	50.0	48.3	44.0
2019	53.3	50.9	52.7	48.8	46.4	51.1	50.2	49.6	46.3	n/a	n/a	n/a
Goods imports cif (KSh bn)
2017	150.7	130.8	141.1	129.1	151.4	143.0	165.6	144.3	141.8	147.9	138.2	141.8
2018	157.5	128.9	152.0	150.1	168.0	142.5	152.7	149.8	129.8	149.3	150.5	126.7
2019	155.1	141.3	124.9	150.4	154.9	144.6	153.6	132.8	124.9	n/a	n/a	n/a
Trade balance fob-cif (KSh bn)
2017	-101.9	-82.9	-87.1	-84.3	-98.8	-91.4	-112.7	-102.6	-91.4	-98.8	-87.3	-92.5
2018	-104.1	-71.7	-101.0	-100.1	-112.7	-89.6	-99.8	-98.8	-83.0	-99.4	-102.2	-82.7
2019	-101.8	-90.4	-72.2	-101.6	-108.4	-93.5	-103.4	-83.2	-78.6	n/a	n/a	n/a
Foreign-exchange reserves excl gold (US$ m)
2017	7,488	7,487	8,390	8,720	8,591	8,597	8,146	7,912	7,900	7,378	7,451	7,353
2018	7,506	7,589	9,373	9,467	9,316	8,964	9,109	9,039	8,571	8,570	8,310	8,196
2019	8,251	8,577	8,545	8,112	10,148	9,201	9,764	9,718	9,549	n/a	n/a	n/a
Sources: IMF, International Financial Statistics; Haver Analytics.
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	Annual indicators
	Title
	€	2015a	2016a	2017a	2018b	2019b
GDP at market prices (CFAfr bn)	4,269	4,464	4,778	5,201	5,241
GDP (US$ bn)	7.2	7.5	8.2	9.4	8.9
Real GDP growth (%)	4.3	4.9	4.9	5.2a	5.5
Consumer price inflation (av; %)	-0.6	1.7	2.8	3.0	-2.8
Population (m)	20.0	20.8	21.6	22.4a	23.3
Exports of goods fob (US$ m)	1,087	1,032	1,206	1,421	1,494
Imports of goods fob (US$ m)	-1,976	-1,715	-1,952	-2,371	-2,589
Current-account balance (US$ m)	-1,486	-1,181	-1,271	-1,664	-1,829
Foreign-exchange reserves excl gold (US$ m)	1,116	1,186	1,299	1,077a	1,553
Exchange rate (av) CFAfr:US$	591.5	593.0	582.0	555.7a	587.0
a Actual. b Economist Intelligence Unit estimates.

	Quarterly indicators
	Title
	€	2017	2018	€	€	€	2019	€	€
€	4 Qtr	1 Qtr	2 Qtr	3 Qtr	4 Qtr	1 Qtr	2 Qtr	3 Qtr
Prices	€	€	€	€	€	€	€	€
Consumer prices (2010=100)	110.3	110.5	113.2	113.1	111.6	109.1	109.4	n/a
Consumer prices (% change, year on year)	3.8	4.3	3.8	2.6	1.2	-1.3	-3.3	n/a
Financial indicators	€	€	€	€	€	€	€	€
Exchange rate CFAfr:US$ (av)	557.0	533.6	550.4	564.0	574.8	577.6	583.7	590.1
Exchange rate CFAfr:US$ (end-period)	547.0	532.4	562.7	566.7	572.9	583.9	576.4	602.4
Deposit rate (av; %)	9.6	9.5	9.2	9.7	8.8	9.5	9.8	n/a
Central bank rate (end-period; %)	2.50	2.50	2.50	2.50	2.50	3.50	4.50	5.50
M1 (end-period; CFAfr bn)	915	909	860	863	909	937	1,009	n/a
M1 (% change, year on year)	-2.7	-8.1	-17.8	-12.4	-0.7	3.0	17.3	n/a
M2 (end-period; CFAfr bn)	1,150	1,148	1,109	1,076	1,126	n/a	n/a	n/a
M2 (% change, year on year)	0.5	-7.6	-14.3	-11.9	-2.1	n/a	n/a	n/a
Foreign trade (CFAfr m)a	€	€	€	€	€	€	€	€
Exports fob	165.6	182.0	140.1	130.0	125.0	270.4	282.2	n/a
Imports cif	479.5	516.2	467.3	388.1	508.8	619.0	655.7	n/a
Trade balance	-313.9	-334.2	-327.3	-258.1	-383.9	-348.6	-373.6	n/a
Foreign reserves (US$ m)	€	€	€	€	€	€	€	€
Reserves excl gold (end-period)	1,296.8	1,313.5	1,212.3	1,183.7	143.1	977.6	1,133.2	1,026.1
a DOTS estimates.
Sources: IMF, International Financial Statistics, Direction of Trade Statistics (DOTS).

	Political stability
	The Economist Intelligence Unit expects the president, Mahamadou Issoufou, to complete his term (ending in February 2021). The ruling Parti nigérien pour la démocratie et le socialisme (PNDS) will remain in power throughout the forecast period, including after legislative and presidential elections on December 27th 2020. Until then, the PNDS has a strong hold on the legislature, and the party's firm grip on state institutions provides an element of political stability. However, although we expect broad political stability to remain intact, social stability remains fragile. Large-scale protests could easily emerge, owing to stubbornly high poverty rates, weak security conditions and corruption. We continue to expect the government to resort to repressive means of maintaining public order, but we do not expect the political opposition to threaten government stability, largely because it remains marginalised in the National Assembly.

The country's multi-front security and refugee crises will mean that security conditions will remain extremely poor in 2020-21. Overlapping jihadi and criminal violence is high within and along Niger's porous borders, with terrorist attacks recorded along its western boundaries with Mali and Burkina Faso and in the south-eastern Diffa region near Lake Chad (where jihadi attacks are increasing by a Nigeria-based group, Boko Haram). Niger's security forces will remain over-stretched by simultaneous campaigns against Islamic State in the Greater Sahara, Jamaat Nusrat al-Islam wal-Muslimin and Ansar al-Islam in the west and two separate Boko Haram factions (each affiliated with IS) in the south and south-east. Cattle-rustling, village raids and hostage-taking by bandit groups based in north-western Nigeria has driven tens of thousands of Nigerian refugees across the border into Niger's southern Maradi region. Niger's vast north-central desert region of Agadez is currently peaceful, but remains vulnerable to violence (and refugees) spilling over from southern Libya (where rival Islamist, Tubu, Arab and Tuareg armed groups are competing for influence).

Niger's interior minister, Mohamed€Bazoum, has warned that the deteriorating situation in Libya has increased the circulation of arms and boosted the strength of criminal syndicates in Sahel countries already struggling with Islamist insurgencies and inter-communal violence. More broadly, Niger is a key local arms market and a transit route for global drug-smuggling and arms-trafficking to conflict zones elsewhere in North and West Africa. In particular, the Agadez region will remain tense, owing to the unpopular ban on the business of transporting migrants, formerly an integral part of the informal economy. We continue to expect criminal networks to continue and for their influence to destabilise Niger in€2020-21.


	Election watch
	We expect both Mr€Issoufou and the PNDS to remain in power until the next legislative and presidential elections. The authorities have taken steps to influence the outcome of the legislative and presidential votes in favour of the PNDS (and allied parties).

Niger's Independent National Electoral Commission (known by its French acronym), which the opposition claims is biased, has aided the government by moving forwards Niger's electoral timetable for legislative and (for the first round) presidential elections from February 2021 to December 2020; voters will turn out for local polls in November 2020, just as the PNDS (and its allies) gear up for national elections. Holding the local elections so close to the national elections will maximise government candidates' exposure and opportunities for the PNDS to offer political patronage to local leaders in exchange for€votes.

The ruling coalition (which is dominated by the PNDS) also used its majority in the National Assembly to approve an amendment of Niger's electoral law. This aims to bar the main opposition presidential candidate, Hama€Amadou, the exiled head of the opposition Mouvement démocratique nigérien pour une fédération africaine, from running, by rendering him ineligible to stand. The new law blocks any individual who has served a jail sentence of one year or longer from standing for the presidency; conveniently Mr Amadou was previously sentenced in absentia to a year in prison for conniving in infant-trafficking, after one of his wives was accused of acquiring two infants trafficked from Nigeria.

Mr€Issoufou is expected to step down after the second round of the presidential election (currently scheduled for February 2021, after the first round in end-December 2020), and will back Mr Bazoum, who has been chosen as the PNDS's 2021 presidential candidate. We currently expect him to win at the second round of the presidential election and to successfully take over from Mr€Issoufou as president.


	International relations
	The threat from transnational terrorism in the Sahel means that security co-operation between Niger and its regional neighbours will deepen in 2020-21. Relations with the US and the EU will also remain strong, focused mainly on security and managing illicit migration. The US will increase its use of Nigerien territory to conduct surveillance, intelligence-gathering and drone strikes after the completion of a joint US-Nigerien drone base in November. The EU will continue providing support to the country's armed forces to deter migrant-trafficking along the route north from Agadez into Libya. EU member states will continue to give Niger aid to address the lack of economic and social development that encourages economic migration. We also expect China to remain a significant trading partner and a major investor in Niger's oil, uranium and infrastructure.


	Policy trends
	Economic policy in the forecast period will focus on the pursuit of basic infrastructure development, as well as fiscal consolidation. In mid-2019 the IMF's Executive Board completed its fourth review of Niger's economic and financial progress under the country's ongoing three-year extended credit facility (ECF) programme. The Fund noted that Niger's performance continued to be satisfactory, and released a further tranche of its loan, worth US$47m (bringing the total disbursed since the start of the arrangement in January 2017 to US$125.4m). The Board's endorsement may improve weak investor confidence, given Niger faces a complex economic situation, where the government is striving to implement its longer-term infrastructure development agenda while containing public spending, growing revenue and meeting increased security costs. The government's economic policy direction will continue to receive support from the IMF as Niger works to strengthen public finances and curb corruption, and we expect Niger to apply for a new ECF programme when the current arrangement expires in January 2020. The country will therefore continue fiscal consolidation efforts in 2020-21 in order to catalyse donor support and boost investor confidence. However, investors will continue to be deterred by a persistently poor business environment, weak infrastructure and a fragile security situation.


	Fiscal policy
	During the 2020-21 forecast period we expect the overall direction of fiscal policy to remain broadly in line with Niger's current ECF agreement with the Fund in order to contain its fiscal deficit and maintain debt sustainability.

Spending pressures will remain high in the face of an increasingly poor sub-regional security situation in 2020-21. Despite the commitment under its current ECF arrangement to reducing its fiscal deficit to meet the West African Economic and Monetary Union's convergence criterion of 3% of GDP by 2020, the government will only achieve this in 2021. We forecast that spending as a share of GDP will rise in 2020, driven by increasing security costs and election-related spending. It will dip in 2021 as Niger's government works with the IMF to improve public-sector efficiency and support programme effectiveness following successful negotiations to achieve a new ECF. High social spending from international donors will be used to reduce spending pressures on government welfare budgets over the forecast period, given the government's plans to rein in fiscal spending are unpopular among the public.

Revenue as a percentage of GDP will rise in 2020, owing to large budgetary aid inflows from project grants, and rising government receipts as tax administration improves (plugging leakages and exemptions while strengthening the collection of tax arrears) and efforts to tax the informal sector bear fruit. Reforms include the establishment of a dedicated vehicle to collect back taxes, the linking of IT systems between the tax and customs administrations, plans for molecular marking of petroleum products from end-2019 to fight smuggling, and the finalisation of performance plans by tax and customs authorities on targets to meet regarding increasing the number of individuals and businesses paying tax. In 2021 revenue will rise in nominal terms, but dip as a share of GDP, as resource-related revenue from gold and uranium sales€slips.

The fiscal deficit will narrow, from an estimated 4.8% of GDP in 2019 to 3.3% in 2020, and to 2.7% in 2021. Most of the shortfall will be covered by external grants and concessional loans. We would expect expenditure to fall if these do not materialise, but believe the risk of this happening is low, owing to ongoing political pressure in Europe to stabilise Niger and limit economic migration through€it.


	Monetary policy
	Monetary policy is determined by the regional central bank, the Banque centrale des Etats de l'Afrique de l'ouest (BCEAO), which prioritises inflation-targeting in its eight member countries, as well as maintaining the CFA franc's peg to the euro. Policy is therefore heavily influenced by that of the European Central Bank (ECB). The ECB is pursuing an exceptionally accommodative monetary policy, with policy interest rates at or below zero. It is taking pre-emptive action against rising deflation risk and a deteriorating economic outlook in the euro zone, mostly driven by global trade tensions; in September 2019 the ECB announced a small cut to the deposit rate and another round of quantitative easing, which started in November. As part of this policy, the reference rate will be left unchanged, and we therefore expect the BCEAO to keep its own main policy rate unchanged at 2.5% in€2020-21.


	International assumptions
	Title
	International assumptions summary
(% unless otherwise indicated)
 	2018	2019	2020	2021
Real GDP growth
World	2.9	2.3	2.5	2.8
OECD	2.3	1.6	1.5	1.8
EU28	2.0	1.4	1.4	1.7
Exchange rates
¥:US$	110.4	108.4	105.9	104.6
US$:€	1.181	1.117	1.120	1.168
SDR:US$	0.706	0.725	0.726	0.711
Financial indicators
€ 3-month interbank rate	-0.32	-0.35	-0.37	-0.24
US$ 3-month commercial paper rate	2.08	2.13	1.48	1.54
Commodity prices
Oil (Brent; US$/b)	71.1	64.1	63.0	67.0
Uranium (US$/lb)	24.5	26.4	31.4	36.3
Food, feedstuffs & beverages (% change in US$ terms)	1.6	-5.7	0.5	4.6
Industrial raw materials (% change in US$ terms)	2.2	-8.2	1.0	3.5
Note. GDP growth rates are at market exchange rates.

	Economic growth
	Despite a volatile security backdrop, we expect that growth will remain robust in 2020-21. We estimate that growth will have risen in 2019 overall, to 5.5%, owing to increased activity in the construction and service sectors as several large resource-related projects ramped up. Growth is also supported by increased gold production.

In 2020 we expect growth to pick up further, to 6%, with the resource sector's indirect contribution to Niger's growth set to continue increasing in importance. This is due to on-going increases in donor and private-sector investment in projects related to Niger's extraction industries; these include construction of an oil pipeline by the China National Petroleum Corporation (to pass through neighbouring Benin) that is due to continue until 2022 (costing US$5.7bn for the pipeline and further oil-field development). There is also renewed construction at the Kandadji hydroelectric dam (set to last from 2019 to 2025) after the African Development Bank signed a financing agreement with Niger worth US$128m. Rising gold production will also support growth, despite declining uranium production and stable oil output.

In 2021 growth will dip to 5.8% as the decline in uranium production continues, falling gold prices cause a fall in production, and agricultural output decreases (following a forecast bumper harvest in 2020, owing to the cyclical nature of the sector). Downside risks to this forecast include infrastructure projects lagging behind schedule and the impact of slowing growth in China, an important importer of uranium.


	Inflation
	We expect consumer price inflation to remain subdued in 2020-21, owing in part to Niger's membership of the CFA franc zone. In 2019 we estimate annual average deflation of 2.8%, owing to adequate food availability keeping prices stable (although cereal import requirements are estimated to be above average, according to the UN Food and Agriculture Organisation) and a decline in global oil prices. In 2020 we expect inflation to rise to 0.2% as domestic and regional instability disrupts both local and crossborder trade and triggers refugee flows, putting pressure on food prices in some areas. In 2021 inflation will edge up to 1.3% as international oil and food prices rise noticeably. However, a more substantial increase will be prevented by the steady appreciation of the CFA franc against the US dollar. Downside risks to this forecast come from volatile domestic agricultural production or a worsening security situation.


	Exchange rates
	The CFA franc is pegged to the euro at CFAfr655.96:€1 and therefore fluctuates in line with euro-US dollar movements. After weakening in 2019, owing to Brexit looming and the continued threat of US trade tariffs on automotive exports, the euro will strengthen very slightly against the dollar in 2020, supported by a slowdown in US economic growth as US businesses continue to face higher input costs (as a result of higher import tariffs and rising labour costs), declining export competitiveness and uncertainty over future trade policy. Moreover, the Federal Reserve (the US central bank) has embarked on a policy-easing cycle, which will put downward pressure on the US dollar. In 2021 the euro will strengthen on a sustained basis, supported by improving macroeconomic fundamentals in the euro zone and monetary tightening by the ECB. In line with these developments, we expect the CFA franc to strengthen, from an estimated CFAfr587:US$1 in 2019 to CFAfr585.7:US$1 in 2020 and to CFAfr561.9:US$1 in 2021.


	External sector
	Niger's export base is narrow, with uranium and oil accounting for almost half of total export earnings; agriculture remains mainly of a subsistence nature. Despite uranium's global price rising in 2020-21, export earnings from it will fall, owing to declining production at Niger's current mines (near the end of their productive lives). Export earnings from gold will peak in 2020 and fall in 2021 in line with price movements. Oil production will remain flat throughout the forecast period, but export earnings will rise in 2021 in line with our global price rise forecast. Capital imports for public- and private-sector infrastructure projects will boost import spending in 2020-21 (food imports will also increase this in 2021). Overall, we expect the trade deficit to widen, from an estimated 12.3% of GDP in 2019 to 13.4% of GDP in 2020, before narrowing again to 12.3% of GDP in€2021.

Driven by the high cost of imported services for investment projects, the large services deficit will widen further as a percentage of GDP in 2020, before stabilising in 2021. The small deficit on the primary account will narrow as a percentage of GDP over the forecast period, in line with subdued profit repatriation from oil and uranium-mining firms during the forecast period. The secondary income surplus will increase in nominal terms, but shrink as a percentage of GDP in 2020-21, as still-strong aid inflows to support the government's development programme and security operations pass their€peak.

Overall, we expect that the current-account deficit will widen as a share of GDP, from an estimated 20.5% in 2019 to 22.9% in 2020, before narrowing to 21.7% in 2021. The deficits will be financed by concessional loans from bilateral and multilateral lenders and modest foreign direct investment inflows. Aid inflows will also help to cover these deficits.


	Forecast summary
	Title
	Forecast summary
(% unless otherwise indicated)
 	2018a	2019a	2020b	2021b
Real GDP growth	5.2c	5.5	6.0	5.8
Consumer price inflation (av)	3.0	-2.8	0.2	1.3
Lending rate (av)	8.8c	5.3	5.6	5.6
Government balance (% of GDP)	-4.4	-4.8	-3.3	-2.7
Exports of goods fob (US$ m)	1,421	1,494	1,628	1,710
Imports of goods fob (US$ m)	-2,371	-2,589	-2,884	-3,018
Current-account balance (US$ m)	-1,664	-1,829	-2,149	-2,302
Current-account balance (% of GDP)	-17.8	-20.5	-22.9	-21.7
Exchange rate CFAfr:US$ (av)	555.7c	587.0	585.7	561.9
Exchange rate CFAfr:US$ (end-period)	572.9c	593.6	575.4	546.6
Exchange rate CfAfr:¥100 (av)	503.2c	541.6	553.2	537.0
Exchange rate CFAfr:€ (av)	656.0	656.0	656.0	656.0
a Economist Intelligence Unit estimates. b Economist Intelligence Unit forecasts. c Actual.
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	Briefing sheet
	Political stability
	We expect the political landscape to remain broadly stable during the forecast period, supported by well-entrenched democratic institutions. However, popular frustration is on the rise, as the government has been slow to deliver on promises made to improve the wellbeing of lower-income Senegalese and as income inequality is rising. Perceived official corruption is also high, and tensions have heightened in the country, which led to protests in mid-2019 in the capital, Dakar. Notwithstanding these complications, the administration retains a respectable level of popular support, partly because of strong infrastructure improvements in recent years. Any protests that do occur will be sporadic and low-level, as the president, Macky Sall, retains significant support, especially in rural areas.

Mr Sall was re-elected for a second presidential term in February 2019 and retained significant backing in Dakar. The rate of participation in the election was high, and Mr Sall's outright victory will give him the opportunity to pursue his infrastructure plans, pro-market reforms and a liberal economic policy agenda. However, the result has also emboldened Mr Sall to push ahead with more controversial political plans that will widen rifts with the formal opposition. For example, the executive signed a decree abolishing the post of the prime minister in May 2019, which will inevitably result in a concentration of power with the president. Mr Sall and his government also face the challenge of restoring public trust in the judiciary, owing to accusations that they used the justice system to exclude rivals before the presidential election. Moreover, in August the government postponed to 2020 local elections scheduled for December. Elections for local councils can substantially influence the national political outlook. This sparked anger among opposition parties, and we believe that there is a risk of weakening of political pluralism in Senegal. However, with the public demonstrably behind Mr Sall, budding risks to the strength of Senegal's democracy do not translate clearly into a threat to overall stability.

Senegal has so far been sheltered from the spread of regional Islamist militancy in West Africa, but the threat from terrorism remains high, as security conditions in the Sahel have been worsening, and the risk of violence spreading to neighbouring countries has increased. A jihadi group, al-Qaida in the Islamic Maghreb, has put the country on its target list because of the government's close ties to France. Domestically, tensions related to the 30-year insurgency by separatist rebels from the Casamance region will persist, but will not pose a major political or security risk as Mr Sall's willingness to negotiate with rebels and promote the region's economy is achieving some success in encouraging reconciliation.


	Election watch
	The presidential election took place in February 2019. Mr Sall secured an outright victory in the first round, with 58.3% of the votes. The election was marked by high voter turnout (66.2%) and declared free and fair by international observers. The Benno Bokk Yakaar coalition, which includes the president's Alliance pour la république, won a parliamentary majority in the legislative election held in mid-2017. It holds 125 of the 150 seats in the National Assembly. The next legislative election is scheduled for 2022, and we expect the ruling coalition to remain in office, as economic growth will be robust until€then.

Local elections, originally scheduled for December, have been postponed by the government to 2020. This was the second postponement of the local polls and sparked anger among the opposition, particularly the Parti démocratique sénégalais. We expect the ruling party to secure a majority in these elections as€well.


	International relations
	With the threat of extremism persisting, the Senegalese government will strengthen military co-ordination with its regional partners. In October the leaders of the Economic Community of West African States (ECOWAS) met in Dakar to review the security situation of the region, which is dire. For the same reason, ties with France will remain close. Senegal is also co-operating with the US through a defence agreement.

On the economic front, the authorities will continue to strengthen relations with China, which has become a key source of foreign direct investment (FDI) and is now Senegal's second-largest trading partner behind France. We also expect Senegal to continue its efforts to build stronger relations with the Arab Gulf states as it seeks to forge new economic partnerships and attract foreign capital. Senegal's co-operation with its neighbour The Gambia will continue to deepen following the first democratic transfer of power in that country, which should result in increased trade and economic activity in both countries.


	Policy trends
	Policy will be guided by the government's development plan for the country (the Plan Sénégal Emergent (PSE), adopted in 2014 and implemented in two phases: 2014-18 and 2019-23). The PSE includes structural reforms to support private investment and increase economic diversification. Over the past year, progress on foreign-funded infrastructure projects—particularly on power-plant upgrades and on major transport projects for an industrial hub near Dakar—has accelerated. Phase two of the PSE will focus on improving productivity, enhancing basic social services and reducing poverty, together with rural road construction and the electrification of villages. As the forecast period progresses, we expect the government to focus on implementing reforms aimed at developing the country's financial sector and improving the flow of credit to small and medium-sized enterprises (SMEs) to allow the private sector to drive economic growth. Wherever public investment is required, we expect the government to be able to raise pledges from international donors.

Senegal was under a three-year policy support instrument during 2015-18, which was granted an extension to mid-2019 and was broadly successful. The country is currently participating in discussions for a new three-year policy co-ordination instrument with the Fund. We expect the IMF to approve this by early 2020, as the previous programme was successful. The programme will be unfunded and be geared around supporting the implementation of the second phase of PSE, focusing on macroeconomic reform by maintaining fiscal sustainability and prudent debt management. A Fund-backed programme acting as a policy anchor will boost the government's policy credibility.


	Fiscal policy
	Fiscal policy will focus on achieving fiscal consolidation and restoring external sustainability. The fiscal deficit is estimated to have widened in 2019, to 3.9% of GDP, as spending surged ahead of the presidential election in February. In 2020-24 as economic growth quickens and output gaps narrow, the government will have the opportunity to cut current spending. Consequently, we expect the expenditure as a share of GDP to fall in 2020-21. It will rise again in 2022 ahead of legislative elections in the year; and narrow again thereafter in 2023-24.

On the revenue side, the government will push ahead with plans to broaden the tax base and operationalise tax payments via mobile phones. Moreover, a growing formal sector will also drive an increase in revenue as a share of GDP early in the forecast period. Revenue will be strengthened by the start of oil production around 2023. In 2023 24 revenue will fall slightly as a share of GDP as the growth in GDP outpaces growth in revenue, but the nominal trend will be strong and upwards.

Overall, we expect the fiscal deficit to narrow in the short term and reach 2.7% of GDP in 2021. In 2022 it will widen slightly to 2.8% of GDP owing to election-related spending. It will then narrow sharply to 0.7% of GDP in 2024. Much of the deficit will be covered by external borrowing, and the government will continue to rely heavily on the regional financial markets. We expect the public debt/GDP ratio to fall, from an estimated 60.2% at end-2019 to 46.2% at end-2024 as financing needs ease and economic growth accelerates. Senegal's debt strategy will, therefore, pay off, reflecting the productive use of funds.


	Monetary policy
	Monetary policy is determined by the regional central bank, the Banque centrale des Etats de l'Afrique de l'ouest (BCEAO), which prioritises inflation-targeting and maintaining the CFA franc's peg to the euro. Policy is, therefore, influenced heavily by that of the European Central Bank (ECB). The ECB is pursuing an exceptionally accommodative monetary policy, with policy interest rates at or below zero, as action against rising deflation risk and a deteriorating economic outlook in the euro zone. In September 2019 the ECB announced a small cut to the deposit rate and another round of quantitative easing (QE), which started in November. As part of this policy, the reference rate will be left unchanged, and we expect the BCEAO—which kept its policy rate unchanged at 2.5% at its last meeting in December—to mirror the stance of the ECB by keeping its main policy rate unchanged in 2020-21. From 2022 we expect gradual rate hikes as global liquidity conditions tighten. Oil prices and economic growth will also begin to quicken.


	International assumptions
	Title
	 	2019	2020	2021	2022	2023	2024
Economic growth (%)
US GDP	2.3	1.7	1.8	2.0	1.8	2.2
OECD GDP	1.6	1.5	1.8	1.9	1.8	2.0
World GDP	2.3	2.4	2.8	2.9	2.8	2.9
World trade	1.5	2.3	3.6	3.7	3.7	3.8
Inflation indicators (% unless otherwise indicated)
US CPI	1.8	1.6	1.9	2.1	1.8	1.8
OECD CPI	1.9	1.8	2.0	2.2	2.1	2.0
Manufactures (measured in US$)	-0.1	1.9	4.0	4.1	3.5	3.1
Oil (Brent; US$/b)	64.0	63.0	67.0	71.0	73.8	71.0
Non-oil commodities (measured in US$)	-6.6	0.8	3.9	1.8	0.9	2.5
Financial variables
US$ 3-month commercial paper rate (av; %)	2.2	1.5	1.5	1.8	2.2	2.3
US$:€ (av)	1.12	1.13	1.16	1.21	1.24	1.24
¥:US$	108.48	106.03	104.73	100.85	97.63	95.43

	Economic growth
	Title
	Real GDP growth will be strong throughout the 2020-24 forecast period. High private investment, particularly in oil, energy, transport infrastructure, tourism, textiles and information technology, will continue to underpin economic expansion. The government is also launching projects such as the use of artificial intelligence (AI) in agriculture to boost production. Investments in the power sector in recent years and increasingly reliable power supply (including from renewable resources) will also support activity in commerce and industry.

Fixed investment in developing the oil industry and the start of hydrocarbons production from 2023 (initially planned for 2022, but delayed in November 2019), as facilities come on stream, will support steady industrial growth throughout the forecast period. Together with positive geological findings, the political environment is also buoying investor sentiment. The operators of the Sangomar and Sangomar Deep offshore blocks (including British-based Cairn Energy and Australian-based Woodside Petroleum) expect production of 75,000-125,000€barrels/day (b/d). Given our expectation of stable global oil prices (which we expect to average US$69.2/barrel during 2020-24, well above the break-even price of US$35/b for these fields), we expect rapid development work on these blocks to support economic growth. We tentatively expect some modest production to come on stream from 2023 onwards. However, given that it is a new frontier, oil-related infrastructure will need to be built from scratch, and the government also lacks the experience of managing an oil industry. There is, therefore, a significant downside risk that oil production might be delayed beyond 2023. Exploration activity elsewhere will also accelerate in light of the award of an offshore exploration licence to Total (France) in mid-2017 and the prospect of further offshore drilling by Kosmos (US) and BP (UK) on their offshore gas finds (with a view to producing and exporting gas in€2021).

Services growth in 2020-24 will be led by banking and telecommunications, as well as the expanded air and sea logistics capacity of Dakar. Donor pledges to support the government's development strategy will also encourage steady FDI inflows. Overall, we forecast that real GDP growth will moderate from an estimated 6.6% in 2019 and average 6.4% in 2020, owing to slowing economic performance in the US and the EU. Growth will pick up again in 2021, to 7.6%, as global confidence improves, and to an annual average of 10% in 2022-24 as oil production comes on€stream.

Economic growth
%	2019a	2020b	2021b	2022b	2023b	2024b
GDP	6.6	6.4	7.6	9.8	10.2	10.1
Private consumption	5.9	6.5	7.1	8.0	8.5	8.8
Government consumption	7.2	7.5	7.0	7.0	7.5	7.8
Gross fixed investment	9.7	6.5	8.0	9.0	10.5	9.6
Exports of goods & services	5.5	3.8	6.0	12.4	9.0	10.0
Imports of goods & services	7.0	4.0	4.2	4.0	5.0	6.0
Domestic demand	7.1	6.1	6.7	7.5	8.8	8.9
Agriculture	7.4	9.0	9.7	10.0	9.0	9.4
Industry	6.1	6.1	7.2	12.6	13.0	13.6
Services	6.6	5.7	7.0	8.4	9.2	8.7
a Economist Intelligence Unit estimates. b Economist Intelligence Unit forecasts.

	Inflation
	We estimate an annual average deflation of 0.2% in 2019 owing to above-average cereal output in 2018, with high stocks causing domestic food prices to decline. In 2020 we expect consumer prices to start rising and inflation to average 0.1% as regional food prices increase (owing to more normal harvest), offsetting the impact of falling global oil prices. In 2021 we expect increasing global commodity prices to lead to higher inflation, averaging 1%. Consumer prices in Senegal will not increase beyond that for the year, owing to appreciation of the CFA franc. Over 2022-24 we expect a more meaningful increase in inflation, to an annual average of 2.7%, as robust economic activity increases demand-side inflationary pressures. Local weather-related food shortages have the potential to trigger short periods of upward pressure on inflation throughout the forecast period, although with subsidies and price caps on staple goods, the government will seek to minimise the impact of any supply-side€shock.


	Exchange rates
	The CFA franc is pegged to the euro at CFAfr655.97:€1 and therefore fluctuates in line with euro-US dollar movements. After weakening in 2019, owing to uncertainty around Brexit and the continued threat of US trade tariffs on automated exports, the euro will strengthen slightly against the dollar in 2020. The strengthening of the euro in that year will be supported by a slowdown in US economic growth as businesses continue to face higher input costs (as a result of higher import tariffs and rising labour costs), weaker export competitiveness and uncertainty over future trade policy. Moreover, as the Federal Reserve (the US central bank) embarks on a QE cycle, the US dollar will lose value against the euro. In 2021-23 the euro will strengthen on a sustained basis against the US dollar supported by improving macroeconomic fundamentals in the euro zone and a monetary tightening by the ECB, before the currency stabilises in 2024 as the US economy builds similar momentum. Tracking these dynamics, we expect the CFA franc to strengthen slightly from an estimated CFAfr585.5:US$1 in 2019 to CFAfr583.1:US$1 in 2020. The CFA franc will then recover to an average of CFAfr542.6:US$1 in 2021-24.


	External sector
	Senegal has a large structural deficit on its trade account, reflecting the country's continued reliance on imports of energy and capital goods. Throughout 2020-24 high capital investment (including in oil exploration) will continue to suck in capital imports. On the export side, higher gold production and global prices in 2020 will drive an uptick in goods earnings, supported by increased exports of fish and crustaceans, owing to an increase in capacity recently. In 2021-24 an economic recovery in developed economies and higher gold prices in 2022-24 will push up exports further, and the start of oil production in 2023 will drive a steep rise in earnings. Overall, we expect the trade deficit as a percentage of GDP to narrow slightly in 2020-22, before declining more steeply in 2023-24 as oil exports begin.

On the non-merchandise account, tourism receipts are expected to increase throughout 2020-24, supported by an improvement in aviation infrastructure. The services account will switch to a surplus averaging 0.1% of GDP in 2020-24. The primary income deficit will narrow from an estimated 2.4% of GDP in 2019 to an average of 2.1% of GDP in 2020-21, before widening again to an average of 2.2% in 2022-24 with an uptick in profit repatriation towards the end of the forecast period as oil production begins. The secondary income surplus (which includes foreign transfers and workers' remittances) will edge down as a proportion of GDP during the forecast period, owing to modest growth in the euro zone in 2020-21, as well as lower growth in China, dampening inflows. Overall, the current-account deficit will narrow, from an estimated 8.7% of GDP in 2019 to an average of 8% of GDP in 2020-22 as export earnings increase. It will then narrow sharply, to 4.3% of GDP in 2024, as oil exports begin from 2023. The deficit will be financed primarily by external borrowing and FDI€inflows.


	Forecast summary
	Title
	Forecast summary
(% unless otherwise indicated)
 	2019a	2020b	2021b	2022b	2023b	2024b
Real GDP growth	6.6	6.4	7.6	9.8	10.2	10.1
Industrial production growth	6.1	6.1	7.2	12.6	13.0	13.6
Gross agricultural production growth	7.4	9.0	9.7	10.0	9.0	9.4
Consumer price inflation (av)	-0.2	0.1	1.0	2.3	2.8	3.0
Lending rate	5.3	5.3	5.3	5.6	5.8	6.2
Government balance (% of GDP)	-3.9	-2.9	-2.7	-2.8	-1.1	-0.7
Exports of goods fob (US$ m)	3,466	3,560	3,818	4,423	5,734	6,187
Imports of goods fob (US$ m)	-7,013	-7,206	-7,804	-8,630	-9,422	-9,850
Current-account balance (US$ m)	-2,132	-2,188	-2,306	-2,566	-1,919	-1,857
Current-account balance (% of GDP)	-8.7	-8.4	-8.0	-7.7	-4.9	-4.3
External debt (year-end; US$ m)	14,122	16,029	17,447	18,081	18,690	18,857
Exchange rate CFAfr:US$ (av)	585.5	583.1	566.7	544.4	530.1	529.0
Exchange rate CFAfr:¥100 (av)	539.8	549.9	541.1	539.8	543.0	554.4
Exchange rate CFAfr:€ (end-period)	655.97	655.97	655.97	655.97	655.96	655.96
Exchange rate CFAfr:SDR (end-period)	812.4	805.5	784.5	767.8	766.8	771.6
a Economist Intelligence Unit estimates. b Economist Intelligence Unit forecasts.

	Annual data and forecast
	Title
	 	2015a	2016a	2017a	2018a	2019b	2020c	2021c
GDP	 	 	 	 	 	 	 
Nominal GDP (US$ m)	17,767.7	19,027.2	21,084.0	24,130.4	24,480.7	26,071.4	28,852.4
Nominal GDP (CFAfr bn)	10,509	11,283	12,272	13,409	14,334	15,202	16,351
Real GDP growth (%)	6.4	6.4	7.1	6.8	6.6	6.4	7.6
Expenditure on GDP (% real change)	 	 	 	 	 	 	 
Private consumption	4.4	5.3	8.3	8.0	5.9	6.5	7.1
Government consumption	5.7	4.3	9.3	5.1	7.2	7.5	7.0
Gross fixed investment	5.9	15.3	7.5	12.5	9.7	6.5	8.0
Exports of goods & services	9.4	4.1	8.1	7.2	5.5	3.8	6.0
Imports of goods & services	7.7	6.7	8.5	10.6	7.0	4.0	4.2
Origin of GDP (% real change)	 	 	 	 	 	 	 
Agriculture	10.6	5.4	13.0	7.7	7.4	9.0	9.7
Industry	9.8	3.6	5.9	6.0	6.1	6.1	7.2
Services	3.3	7.6	5.6	6.7	6.6	5.7	7.0
Population and income	 	 	 	 	 	 	 
Population (m)	14.6	15.0	15.4	15.9	16.3	16.7	17.1
GDP per head (US$ at PPP)	3,206	3,352	3,556	3,784	4,016	4,235	4,553
Fiscal indicators (% of GDP)	 	 	 	 	 	 	 
Central government revenue	19.3	20.7	19.4	18.1	18.5	19.1	19.3
Central government expenditure	23.0	24.0	22.3	21.7	22.3	22.1	22.0
Central government balance	-3.7	-3.3	-2.9	-3.6	-3.9	-2.9	-2.7
Net public debt	44.1	48.0	51.5	53.5	59.8	63.3	62.2
Prices and financial indicators	 	 	 	 	 	 	 
Exchange rate CFAfr:US$ (av)	591.45	593.01	582.03	555.70	585.52	583.07	566.70
Exchange rate CFAfr:€ (av)	655.96	655.96	655.96	655.96	655.96	655.96	655.96
Consumer prices (end-period; %)	0.4	2.1	-0.7	0.5	0.1	0.3	1.1
Stock of money M1 (% change)	22.2	16.9	11.4b	5.0b	6.6	3.0	1.0
Stock of money M2 (% change)	19.3	13.7	7.0b	7.2b	7.4	1.2	2.5
Lending interest rate (av; %)	5.2	5.3	5.3b	5.3b	5.3	5.3	5.3
Current account (US$ m)	 	 	 	 	 	 	 
Trade balance	-2,155	-1,964	-2,695	-4,042b	-3,547	-3,646	-3,986
 Goods: exports fob	2,822	2,873	3,278	3,005b	3,466	3,560	3,818
 Goods: imports fob	-4,977	-4,837	-5,973	-7,047b	-7,013	-7,206	-7,804
Services balance	-116	-121	-204	-77b	-12	-21	61
Primary income balance	-391	-498	-586	-579b	-576	-578	-579
Secondary income balance	1,717	1,788	1,962	1,910b	2,003	2,057	2,198
Current-account balance	-945	-795	-1,523	-2,789b	-2,132	-2,188	-2,306
External debt (US$ m)	 	 	 	 	 	 	 
Debt stock	5,905	6,690	8,898	12,273	14,122	16,029	17,447
Debt service paid	377	398	661	721	1,131	1,297	1,492
 Principal repayments	227	242	363	417	549	630	729
 Interest	150	156	298	304	581	667	763
International reserves (US$ m)	 	 	 	 	 	 	 
Total international reserves	1,988	1,554	1,945	2,406	2,599	2,677	2,709
a Actual. b Economist Intelligence Unit estimates. c Economist Intelligence Unit forecasts.
Source: IMF, International Financial Statistics.

	Quarterly data
	Title
	€	2017	2018	€	€	€	2019	€	€
€	4 Qtr	1 Qtr	2 Qtr	3 Qtr	4 Qtr	1 Qtr	2 Qtr	3 Qtr
Prices	€	€	€	€	€	€	€	€
Consumer prices (2005=100)	107.8	107.4	105.4	108.2	108.5	107.9	104.6	106.8
Consumer prices (% change, year on year)	0.0	0.7	0.2	0.3	0.6	0.5	-0.7	-1.2
Financial indicators	€	€	€	€	€	€	€	€
Exchange rate CFAfr:US$ (av)	557.0	533.6	550.4	564.0	574.8	577.6	583.7	590.1
Exchange rate CFAfr:US$ (end-period)	547.0	532.4	562.7	566.7	572.9	583.9	576.4	602.4
Foreign trade (CFAfr bn)	€	€	€	€	€	€	€	€
Exports fob	324	384	433	396	457	555	477	470
Imports cif	-941	-943	-955	-971	-1,047	-965	-1,018	-1,113
Trade balance	-617	-558	-523	-575	-591	-410	-541	-643
Foreign reserves (US$ m)	€	€	€	€	€	€	€	€
Reserves (end-period)	1,945	3,847	3,268	2,838	2,474	2,490	2,538	2,542
Sources: IMF, International Financial Statistics; Ministry of Economy and Finance.

	Monthly data
	Title
	€	Jan	Feb	Mar	Apr	May	Jun	Jul	Aug	Sep	Oct	Nov	Dec
Exchange rate CFAfr:US$ (av)
2017	618.0	616.4	613.9	611.8	593.2	584.1	569.9	555.6	550.6	558.0	558.8	554.2
2018	537.7	531.2	531.7	534.3	555.3	561.7	561.3	568.0	562.6	571.2	577.1	576.2
2019	574.6	577.9	580.4	583.7	586.5	580.8	584.7	589.6	596.1	593.5	593.6	n/a
Exchange rate CFAfr:US$ (end-period)
2017	609.9	619.0	613.6	600.1	584.6	574.8	559.4	554.7	555.6	563.6	553.6	547.0
2018	526.6	537.1	532.4	543.1	560.7	562.7	558.9	563.0	566.7	579.6	577.5	572.9
2019	571.0	574.6	583.9	584.7	588.3	576.4	588.3	594.4	602.4	588.1	597.3	n/a
M1 (% change, year on year)
2017	16.5	16.2	12.0	10.1	13.5	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2018	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2019	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
M2 (% change, year on year)
2017	13.6	13.9	10.1	8.5	10.3	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2018	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2019	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
Deposit rate (av; %)
2017	6.4	6.6	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2018	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2019	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
Money market rate (av; %)
2017	2.5	2.5	2.5	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2018	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2019	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
Discount rate (end-period; %)
2017	2.5	2.5	2.5	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2018	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
2019	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a	n/a
Consumer prices (av; % change, year on year)
2017	1.8	2.0	2.4	2.1	1.8	1.4	2.0	1.9	0.6	0.4	0.2	-0.7
2018	0.4	1.5	0.1	1.1	0.4	-0.9	-0.3	0.3	0.9	0.1	0.5	1.3
2019	0.7	-0.1	0.9	-2.0	-0.8	0.7	-1.1	-1.4	-1.3	n/a	n/a	n/a
Foreign-exchange reserves excl gold (US$ m)
2017	1,502	1,457	1,576	1,774	2,572	103	104	103	106	107	104	87
2018	89	87	89	88	85	66	67	66	72	83	82	67
2019	67	66	70	69	88	73	73	72	71	74	n/a	n/a
Sources: Agence nationale de la statistique et de la démographie; IMF, International Financial Statistics; Haver Analytics.
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