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Abstract 
In this article, we examine Chinese, western trade, and foreign direct invest-
ment in Africa, which Chinese part has grown significantly in the previous 
decade, and investigate the structure and size of China, the West in terms of 
trade and foreign direct investment (FDI) to Africa operations. We first ana-
lyze the current situation of China and western countries’ trade and FDI in 
African nations by highlighting the importance of Chinese trade and FDI 
compared to the West, an old continent partner. This research looks at how 
Africa might take advantage of the untapped potential presented by China’s 
growing investment and trade relations and how with the other continent. By 
utilizing the latest research and data on this subject, this paper endeavors to 
analyze China’s growing importance in Africa’s growth and development, 
comparing and contrasting their successes through win-win strategies com-
pared dominance strategies to those in Western countries. 
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1. Introduction 

Since the opening of the Chinese market in the 1970s, China has become an im-
portant trading partner country to most of the developed and developing econ-
omies. Thanks to its technological innovation, the increasing of imports and ex-
ports, cheap labor, private business, and market incentives development, mainly 
thanks to China’s machinery industry China, has achieved double-digit growth 
(Xinhua, 2021), which places it among the giants of the world economy. After 
overtaking France and United Kingdom in 2005, then Germany in 2007, China 
ranked second in the world in terms of Research and Development in 2003, with 
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a growth rate of 9.3%. The Chinese economy gained the upper hand over Japan 
in 2010, with Gross Domestic Product (GDP) reaching nearly $5.9 trillion, 
which is 7% more than the GDP of Japan, but 2.5 times less than the US GDP, 
which amounted to over this period to 14.660 billion dollars. Thus, the Chinese 
economy grows three times faster from 10% to 12% on an annual average 
against 3% to 4%. Hence, in 2014 China dethroned the United States and be-
came the world’s largest economy. According to the IMF, its GDP represents 
16.5% of global wealth, against 16.3% for Americans. China’s economy is the 
world’s largest exporter. China exported $2.41 trillion and imported $1.54 tril-
lion in 2017, resulting in an $873 billion trade surplus. In the year 2020, China 
was the world’s number two economy in terms of GDP, number one in total ex-
port, and number two in terms of import according to Economic Complexity 
Index (ECI). 

Furthermore, the economies of most African countries are highly trade-depen- 
dent. It is unavoidable that they will be susceptible to a wide range of external 
shocks, such as global oil prices, foreign income, and monetary policy shocks, 
particularly from trade partners, and internal shocks, such as political instability 
and insecurity. To what extent has China, France, the US, Germany, the United 
Kingdom, and others affected Africa’s economies has been a critical source of 
worry for investors, trade relations, policymakers, and academics.  

This study diverges from previous research by focusing on how old partners 
(Western nations) face China’s investment and trade evolution in Africa. 

China’s trade with Africa is growing at a similar rate as its trade with the rest 
of the globe, but slower. According to Xu (2008), trade between China and Afri-
ca peaked in 1990 at US$935 million, then grew to US$10.6 billion in 2000 and 
US$55.5 billion in 2006. Africa’s exports to China increased by more than 40% 
annually from 2001 to 2006, reaching US$28.8 billion, while Africa’s purchases 
from China tripled to US$26.7 billion (Wang, 2007). After the United States and 
France, China was Africa’s third-largest trading partner, according to Ajakaiye 
(2006). While the expansion of trade and investment between Africa and China 
has been generally welcomed.  

Otherwise, foreign direct investments in Africa have been traditionally from 
the West (Nnajiofor, 2019). African countries have a propensity toward em-
bracing Western enterprises and businesses. It observed that, compared to firms 
from other areas of the world, the bulk of Western enterprises founded on the 
continent are from the West. Still, this propensity since the age of independence 
has not produced satisfying outcomes for some African countries. For this rea-
son, by employing a win-win strategy, the Chinese are now viewed as a viable al-
ternative. 

1.1. Study Objective, Contribution, and Limitation 

The study’s primary objective would be to examine the influence of China, 
Western trade, and FDI on Africa’s economic growth and development while 
also controlling the mediating function of each nation involved in Africa, partic-
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ularly China, the European Union, and the United States. 
This research contributes to the body of knowledge in several ways. First, it 

contributes to a growing body of knowledge about the economic effects of Chi-
nese and Western economic engagements in Africa, particularly in terms of FDI 
and trade. Second, we demonstrate how China’s newcomers in the African mar-
ket can develop and introduce a commercially successful by considering unique 
aspects of the Chinese business environment. As well as evaluating how Chinese 
trade and investment would affect the development and growth in Africa and 
studying its influence on the relationships between Africa Western which was 
the traditional partner (Nnajiofor, 2019). Our study adds to this body of know-
ledge by establishing that Chinese and possibly other countries’ investments and 
trade in African countries are dependent on the host country’s leading economic 
development factor. As a result, the effects of FDI will naturally differ between 
countries. 

This study will fill in the gaps done by previous research, which lacked a ho-
rizontally comparative analysis of China’s growing economic power in Africa 
from the perspectives of FDI and trade. Meanwhile, It also fills gaps in the lite-
rature that lacks analyzing the different advantages that African countries gain 
from the Chinese and western countries through trade partnership and FDI. 
Furthermore, the paper will look at the scope of analysis for two western coun-
tries, the U.S and the U.E, to see if the claim that some countries portray a biased 
and negative image of China’s trade and investment engagements in Africa is 
justified. In terms of theory application, on the one hand, this research will con-
nect the concept of power relations, which has fueled Africa’s development in 
various contexts. China’s investment in Africa is increasing, so the findings focus 
on comparative analysis to see the differences between Chinese and Western in-
vestment in Africa and the different aspects on the impacts of the Africa-Chinese 
relationship. A comparison of the relationship between the Chinese and coun-
tries from other continents will also be analyzed to see how are they fare gener-
ally. 

The main limitation implies that the majority of the literature reviewed and 
discussed in this study is based on peer-reviewed article comments, media re-
ports, and working papers, which are frequently accepted for publication to re-
flect the benefit of hindsight in the case of FDI and trade. Given the abundance 
of empirical research, literature analyzes its impact on development economics 
and economic growth. 

1.2. Methodology 

The literature for this conceptual research was gathered from various peer-reviewed 
publications and media outlets, emphasizing a comparative analysis of the in-
fluence of FDI and trade on African economic development. Based on the con-
ceptual evaluation, the study has highlighted the uncertainties surrounding im-
portant goals of past events to provide some critical insights focusing on a com-
parative analysis of FDI and trade from China and western countries, which are 
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considered sources of economic development in Africa. 
A thorough review of the most recent publications collected from academic 

journals, relevant online news portals, and online platforms yields much more 
current state-of-the-art knowledge. This approach allowed for a better under-
standing of current concerns and, as a result, the portrayal of some important 
policies relating to FDI and trade in Africa. 

Otherwise, this article’s main quantitative data for monitoring investments 
were obtained from MOFCOM, UN-Comtrade, Eurostat, World Bank, and 
UNCTAD. The Chinese Investment Tracker AEI and the Johns Hopkins School 
of Advanced International Studies Research Initiative provide the rest of the 
quantitative data. This study’s strengths, weaknesses, opportunities, and threats 
were investigated using a quantitative approach. 

The remainder organizes this research as follows: the second section presents 
the theoretical and empirical literature review. The third section discusses the 
style facts of Sino-African economic relations. Section fourth focuses on the 
comparative Analyses of western and China Strategies in Africa, which outline 
the potential trade and investment advantage between China-Africa and West-
ern-Africa. Describe the comparison between U.S, U.E., and Chinese FDI stock 
in Africa, summarize the main investing countries of China and the western 
countries in Africa and finally show the comparable situation of China and the 
Belt Road initiative. The last section presents the conclusions and recommenda-
tions of this study. 

2. Theoretical and Empirical Literature Review 

The concepts behind the benefits of trade between China, Western Europe, and 
Africa span from the classical comparative cost advantage (Ricardo, 1891) to a 
neoclassical production factors abundance model (Heckscher and Ohlin, 1991). 
As classical trade theory dictates, every nation should focus on manufacturing 
items for which it has lower overall, comparative cost advantages, autarky, pric-
ing, or opportunity costs, and that “nature’s particular powers distribute labor in 
the most effective and economical ways” (Ricardo, 1955). According to neoclas-
sical trade theory, a nation with a much more workforce specializing in la-
bor-intensive manufactured commodities exported in exchange for capital-intensive 
products is insufficient to anticipate developed-African deals (Eisenman, 2012; 
Miao et al., 2020). Briefly expressed, these views contend that Africa possesses 
the rich natural resources developed countries want for economic progress. In 
contrast, the developed nation has the finance and technological resources that 
Africa requires to grow. The effects of trade and FDI between Developed coun-
tries and Africa remain an essential topic in empirical research. 

2.1. FDI and Economic 

This section has emphasized the connection between FDI and growth. Dunning 
created the OLI paradigm by merging the Heckscher-Ohlin (H-O) trade model 
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with the internationalization theory to comprehend the objectives of 1960s in-
vestors, who managed global industrial chains. The OLI paradigm divided into 
three sub-paradigms that may use to examine why companies participate in for-
eign direct investment: ownership (O), location (L), and internalization (I). 
Three types of determinants are resource-seeking, market-seeking, and efficien-
cy-seeking (Dunning, 2000). Besides, Helpman et al. (2004) fostered the hypo-
thesis connecting foreign direct investment and global exchange. 

Foreign direct investment (FDI) is a powerful instrument in the fast-expanding 
globalization and state-to-state connections. FDI may be an essential tool for lo-
cal company growth if policies are in place to encourage it. It might also boost 
the competitiveness of both the receiving and investing economies. The effect of 
FDI on the host country’s economy depends on economic openness, financial 
and mechanical conditions, human resources, political stability, and viciousness 
deficit. A significant influence of FDI on growth in emerging nations determine 
by the host nation and industry characteristics. It also allows the host economy 
to broaden its product offerings in overseas markets. For a broad spectrum of 
host and home economies, investment is a critical source of revenue; moreover, 
it positively impacts the expansion of international trade. 

2.2. Trade and Economic 

The connection between trade and economic growth is one of the most wide-
spread significant theoretical and empirical topics in research. Because of the 
continuous and substantial changes in economic efficiency across various na-
tions, notably by many emerging countries, expanding global trade integration, 
the link between economic growth and international commerce has gained con-
siderable interest in recent years (Silajdzic and Mehic, 2018). 

The absolute and comparative advantage principles of the classical school of 
thought, as well as the Heckscher-Ohlin (H-O) assets enrichment trade model, 
which bases exchange among countries on differences in asset wealth, provide 
the necessary foundation for the hypothetical link between global business and 
financial development.  

According to Smith’s principle of absolute advantage, the benefits of interna-
tional trade and specialization boosts when one nation has a flat-out cost advan-
tage (Produces a unit of a commodity with less effort). In the other entity, the 
other country has a total cost-benefit. As per Ricardo’s comparative advantage 
theory, even if a country does not accept a comprehensive cost-benefit in manu-
facturing both commodities, a wellspring of reciprocal commerce may still exist. 
The moderately ineffective country should specialize in export the good or services 
relatively less unproductive. In contrast, the rather productive country should spe-
cialize in and generally ship goods more effectively (Krugman et al., 2012).  

Furthermore, proponents of the export-led approach and free trade argue that 
some developing nations who utilized internal-oriented tactics as part of the 
import-substitution strategy (ISS) experienced bad economic situations (Balassa, 
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1978). The export-led growth concept emphasizes the impact of commerce, 
mainly export, on economic growth. It predicts improved capacity utilization, 
enhanced economies of scale, and increased technology use. Export development 
primarily stimulates investment in areas where a country has a competitive edge, 
boosting national efficiency and increasing the economy. Moreover, Grossman 
and Helpman (1991) show in their theoretical frameworks that cross-national 
commerce may assist countries in enhancing their productivity by facilitating 
the transfer of innovative technology. Interaction among nations may signifi-
cantly influence the economic efficiency of trade nations via channels such as 
technological transfers, comparative advantage, and economics of scale. It has a 
direct influence on capital accumulation, in addition to that. As a result, they 
enable the transmission of information and technology by importing high-tech 
products that can promote economic growth. 

3. Style Fact of Sino-African Economic Relations 

The economic link between China and Africa has only stronger since 2000, but 
the political relationship between the two countries stretches back decades. In 
reality, China reclaimed its seat in the United States in 1971 thanks to a decisive 
vote of an African nation who cut diplomatic ties with Taiwan for the benefit of 
China. Since the 1980s and 1990s, Sino-African connections remained primarily 
political, while China conducted massive economic reforms and opened up its 
economy to the rest of the globe. 

China’s extraordinary development record in the late 1990s convinced au-
thorities that the nation needed to guarantee its future supply of natural re-
sources to continue high levels of growth. In this sense, Africa has become an 
important destination for China. In response to China’s rising interest in Africa, 
the Forum on China-Africa Cooperation (FOCAC) was established in 2000. The 
forum has ministerial conferences every three years, providing a significant ve-
nue for accomplishing specific economic policy objectives with Africa. Further-
more, China’s “Going-Global” initiative, launched in 2001, has supported the 
expansion of Sino-African trade links. For encouraging the FDI and internation-
al trade, the plan gives Chinese businesses easy access to loans, foreign exchange, 
and other resources, and tax, import, and export regulations favorable to them 
(UNCTAD and UNDP, 2007). Although the strategy is explicitly not aimed to-
wards Africa, it highlights significant areas where FDI should be promoted, such 
as resource exploration projects, which account for a substantial portion of Chi-
na’s participation on the continent. Three avenues of interaction stand out for 
Sino-African economic ties: commerce, assistance (economic cooperation), and 
FDI (Miao et al., 2020). 

3.1. Trade 

While bilateral trade between China and Africa was negligible before 2000, it has 
grown substantially in the previous decade, reaching $166 billion in 2012 
(Figure 1). African exports to China (7.8 percent of GDP) surpassed Chinese  

https://doi.org/10.4236/ajibm.2021.1112072


M. A. Rasoanomenjanahary 
 

 

DOI: 10.4236/ajibm.2021.1112072 1204 American Journal of Industrial and Business Management 
 

 

Figure 1. China-Africa trade. Source: U.N. Comtrade. 
 
imports in 2012 (4.8 percent). In monetary terms, this equates to a $39 billion 
total trade surplus. In 2019, China-Africa trade reached $192 billion.  

The commerce value between China and Africa grew in 2019 to $192 billion, 
up from $185 billion in 2018. Angola, Democratic Republic of the Congo, and 
South Africa, were the leading African exporters to China in 2019. In 2019, the 
top three purchasers of Chinese commodities were Nigeria, South Africa, and 
Egypt. 

3.2. FDI 

High-quality China-Africa investment based on win-win, China investment 
scattered in almost all activity sectors in Africa.  

A Chinese company’s investments in Africa’s infrastructure, manufacturing, 
and agricultural processing, among other things, have assisted host nations in 
accumulating foreign currency reserves, promoting technological transfers, and 
eliminating supply bottlenecks. The investment of Chinese companies in Africa 
is conducive to strengthening global supply chains. Chinese companies have 
contributed to African countries’ social stability and economic prosperity by 
carrying out technology transfers, supporting local procurement, and creating 
good-paying jobs. 

Across the continent, most Chinese investments centered on the transporta-
tion and energy industries (Figure 2). As previously reported, Nigeria’s railway 
infrastructure has seen substantial Chinese investment. Kenya, Ethiopia, and 
Zambia are among the nations where the government built the railways. The 
Chinese Export-Import Bank-funded 85 percent of the $475 million Addis Ab-
eba Light Rail, which serves the city’s 4 million people. Although oil and gas in-
vestments accounted for most energy investments, they also included renewable 
energy projects such as hydropower.  

3.3. Advantage of China Africa Trade and Investment Relation 

Most scholars say that China-Africa trade has the potential for considerable con-
tinued growth. China’s investments and Trade in Africa have boosted local  
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Figure 2. Chinese investment by Sectorial distribution in Africa 2018. Source: Author’s 
elaboration from Chinese Investment Tracker AEI. 
 
industry and manufacturing development, fostered technology transfer, and 
created jobs. “China investment plan” is more aimed at helping African coun-
tries achieve independent growth and development. 

Electronic commerce is also an essential means of strengthening trade and in-
vestment facilitation in Africa. Thus, under market principles, China encourages 
its companies to explore “Internet+” cooperation with Africa to share the bene-
fits of information technology and the big data economy. In 2018, the first Chi-
na-Africa cross-border e-commerce platform, the China-Africa Network, was 
officially launched in Beijing to promote trade, investment, and collaboration 
among China and African countries, and even the world (Li, Huang, & Lv, 
2018). 

Likewise, good quality and cheap Chinese products have also entered the 
homes of Africans through online sales. It is also worth mentioning the example 
of Alibaba International Station, whose volume of transactions in Africa has in-
creased by 188%, 389.9%, and 62% in the last three years. Africa now has 330 
million Internet users, and 20% of them have an online shopping experience. 
The e-commerce market is multiplying and has excellent potential. 

China still plans to promote Africa’s agricultural modernization, industriali-
zation, infrastructure construction of energy, transport.  

4. Comparative Analysis of U.S, U.E and China Strategies in  
Africa 

Comparing the strategies of the United States and other Western countries in 
Africa to those of China helps us comprehend the problems at stake in the Afri-
ca-China relationship. Since the entrance of the slave trade, colonialism and in-
dependence have all occurred. Western countries have been the dominant force. 
The effect of the West is noticeable in the politics, religion, economies, technol-
ogy, and languages of Africans, to mention but a few. This influence has made 
Africans look towards the West as a reference and model for the economic sys-
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tem. It is not limited to African but is more prevalent there than in other parts of 
the world. This reference model mentality makes African countries look to the 
West for answers to most of their developmental and, at times, social issues. For 
a long time, the West has taken this for granted. It considers Africa an acquired 
area of influence, and Africans are weak and need guidance from their substan-
tial power. 

It is flagrant in the type of treatment received by many African nations from 
Western-dominated financial institutions. Aid, grants, loans, and contracts from 
the West sometimes come with restrictions that deny African countries their 
right to self-determination. A good example is the effort to privatize state com-
panies and the West’s imposition of structural adjustment programs on most of 
Africa’s impoverished nations as first debt relief requirements. Moyo (2010) 
captures the futility of aid and loan programs when she states that: Aid has tra-
ditionally been tied in three ways by donors, for starters are linked frequently to 
procurement. Accepting nations must spend aid on specific products and ser-
vices produced by the donor countries or a group of countries designated by 
them. It also applies to employees: Even if suitable individuals are available in 
the developing nation, funders recruit their countrymen. Second, the donor 
might reserve the right to choose which industry or initiative to assist with their 
help. Third, aid is given only to countries that agree to a set of economic and po-
litical policies (Nnajiofor, 2019). Moyo (2010) explained how exploited donor 
countries’ aid reduced civil services, privatized national industries, and removed 
trade barriers.  

On the other hand, the Chinese have consistently insisted on neutrality and 
non-obstruction in the domestic government issues of the nations in which they 
operate is also a requirement. It makes the Chinese option more appealing to the 
African nation since there is a sense of mutual respect and win-win cooperation 
that makes interactions easier. The Chinese government’s efforts, mainly those car-
ried out under the auspices of the Forum on China-Africa Cooperation (FOCAC), 
contribute to this sense of respect and equality (win-win) and seriousness for 
Africans (Nijs, 2013; Soumare et al., 2016). 

Otherwise, as per Nnajiofor (2019), the main goal of Westerners that first 
ventured into Africa was doing business. Most of the nations of Africa that 
Westerners colonized had their treasures and fortune plundered. The theft is still 
going on in Africa’s oil and mineral-rich countries. Western businesses orga-
nized and carried out it in Nigerian mines, the Democratic Republic of Congo’s 
uranium reserves, Niger’s cobalt and nickel fields, and Madagascar’s forest. 

In a symbolic sense, it’s worth noting that the first major transaction between 
the Chinese and African governments resulted in completing one of Africa’s 
most complex projects. The Chinese carried out the project, although they were 
not yet rich at the time. 

The development of China’s economy over the previous four decades has led 
many observers to overlook that it is still an emerging economy. This reality, 
however, does not prevent China from investing billions in Africa and other 
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countries globally. A substantial part of these investments in Africa channel to 
infrastructure projects, which most observers agree are wanting in Africa. Ac-
cording to Mayaki (2019), only approximately 38% of Africa’s population has 
access to electricity, internet penetration is less than 10%, and only about a 
quarter of the continent’s road network is paved. According to studies, inade-
quate road, rail, and port infrastructure raise products’ costs between African 
nations by 30% to 40%, limiting private sectors development and FDI flow. 

China finished $40.38 billion worth of infrastructure projects in Africa in 
2012, and it has continued to do so in several African countries since then. 
Western doesn’t seem much interested to invest in this sector. 

The Chinese strategy to the infrastructure challenge, on the other hand, has 
been relatively best compared to the West. The Chinese substantially invest in 
African infrastructure and effectively complete projects at significantly reduced 
prices and on time or ahead of schedule (Ye, 2010). This strategy has shown to 
be more successful in creating Africa’s much-needed infrastructure. In the 
World Bank study, Foster et al. (2009) observed that: Given Africa’s massive in-
frastructure deficit, the emergence of China and other non-OECD entities as key 
funders appears to be a promising trend. Emerging financiers’ assistance is un-
paralleled in terms of scope and concentration on large-scale infrastructure 
projects. In terms of loans and aids, Western is the best for this sector as they are 
old partners, and they familiarise these areas. Borrowers and financiers alike will 
have to learn new actors and modalities due to the new actors and modalities. 
The fundamental issue for African governments will be to figure out how to get 
the most out of all external infrastructure financing options, particularly those 
from developing lenders. Some African analysts have also noticed the signific-
ance of Chinese FDI and the seriousness and speed with which their infrastruc-
ture projects in Africa are being implemented (Kobo, 2013; Gold and Devada-
son, 2018; Yusuf et al., 2021). 

4.1. Potential Trade and Investment Advantage between  
China-Africa and Western-Africa 

China has an extensive investment portfolio in Africa. Chinese FDI reaches 
nearly all African nations, which exceeds some of the traditional African part-
ners (see Table 1). Otherwise, the western countries also still have a significant 
role in most of the activity sector in Africa as an old partner. However, this part 
investigates the advantages of China-Africa, western-Africa investment, and 
trade.  

E.U.-Africa 
Investment and trade partnership with Africa-UE has existed since the colo-

nization and continues. The establishment of the Africa-EU Cooperation 
Agreement and the first-ever meeting between the E.U. 27 members and Africa’s 
54 states in 2007 appears to have signaled a new beginning in the relationship 
between the two continents. Indeed, the E.U. has worked successfully over the 
last decade to shift to a form of cooperation founded on reciprocal trade. The  
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Table 1. Stock of FDI in Africa from various economies U.E, U.S. and China (billion dol-
lar). 

Countries 2013 2014 2015 2016 2017 2018 

U.E 303.00 346.86 402.54 336.79 314.93 331.11 

Netherlands 114.05 129.70 168.81 119.29 117.83 136.20 

France 54.81 58.82 67.87 68.21 61.30 55.11 

China 27.82 34.37 36.87 42.36 46.01 48.98 

United State 52.54 67.66 56.85 58.36 49.90 48.00 

United Kingdom 52.01 64.88 63.01 62.68 45.85 46.14 

Italy 16.76 18.46 23.41 25.49 27.73 30.59 

Germany 9.62 10.53 9.75 11.48 11.41 14.98 

Luxembourg 24.23 26.81 29.68 11.86 11.42 11.08 

Cyprus 6.46 8.97 10.25 10.13 10.16 10.27 

Japan n.a 9.82 9.73 11.27 8.26 8.83 

Portugal 8.27 10.61 10.40 8.97 10.26 8.57 

Spain 6.15 6.44 6.71 6.13 6.44 6.32 

Sweden 3.20 3.80 4.58 4.89 4.50 4.71 

Denmark 2.50 2.26 2.12 2.32 1.96 2.28 

Belgium 1.98 2.03 2.70 2.37 2.69 1.90 

Malta n.a. n.a. n.a. 1.08 1.09 1.09 

Poland 0.20 0.19 0.25 0.32 0.31 0.23 

Greece 0.88 0.80 0.57 0.11 0.30 0.36 

Croatia 0.43 0.36 0.24 0.20 0.19 0.13 

Slovenia 0.20 0.22 0.22 0.12 0.11 0.02 

Estonia 0.01 0.01 0.01 0.01 0.02 0.04 

Bulgaria 0.00 0.01 0.01 0.01 0.01 0.01 

Romania 0.01 0.01 0.01 0.00 0.01 0,01 

Hungary 0.01 0.01 0.06 0,01 0,01 0.00 

Latvia 0.00 0.00 0.00 0.00 0.00 0.00 

Lithuania 0.00 0.00 0.00 0.00 0.00 0.00 

Ireland 0.14 0.40 0.43 n.a. -0.23 -49.98 

Czechia n.a n.a 0.10 n.a. n.a. 0.12 

Austria n.a. n.a. n.a. n.a. n.a. n.a. 

Slovakia 0.01 0.01 0.01 n.a. n.a. n.a. 

Source: Author’s elaboration from Eurostat/MOFCOM/. Notes: The value 0.00 indicates 
the amount less than 0.01, and n.a. indicates unavailable data. Exchange rate: 1 Euro = 
$1.19. FDI stock for the U.S in 2018 was taken from UNCTAD. 
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fifth EU-Africa Summit was held in Africa in 2017 amid $300 billion in bilateral 
trade. In connection with the meeting, the European Union pledged to invest 
more than $54 billion in “sustainable” projects in Africa by 2020.  

The European Union expands its economic footprint in Africa by negotiating 
and signing Economic Partnership Agreements (EPAs) with 40 African govern-
ments in Sub-Saharan Africa. Over the next two decades, the EPAs will liberalize 
around 80% of imports, giving European firms privileged access to markets 
throughout the region. A comprehensive E.U. trade policy and a private sector 
with deep links to local needs pave the way for European businesses to continue 
developing and exert influence in the African market. Furthermore, because 
most African Union members have signed the Continental Free Trade Agree-
ment (CAFTA), the E.U. is in a good position to impart experiences acquired 
during decades of regional economic integration. 

US-Africa 
Since 2000, the African Growth and Opportunity Act (AGOA), a non-reciprocal 

trade deal that provides duty-free access to the United States for roughly 6400 
products, has served as the foundation for economic connections between the 
United States and Africa. AGOA’s influence has mixed because its goal was to 
increase Africa’s export markets rather than establish two-way trade and in-
vestment connections. AGOA assisted in integrating business and investment 
into US-Africa policy debates, leading more than a million employees on the 
continent, both directly and indirectly. Only around 300 of the permitted prod-
uct lines are employed. A few countries have exploited AGOA to enhance 
non-oil exports to the United States, including South Africa, Lesotho, Kenya, 
Mauritius, Ethiopia, and Madagascar. U.S State Department launched “Prosper 
Africa” to give further investment possibilities for African businesses and 
growth.  

China-Africa 
China-Africa cooperation in trade and investment facilitation has been robust 

over the last ten years, yielding several spectacular outcomes. It has effectively 
promoted China’s economic and trade exchanges with the African nation, 
boosted economic growth in Africa, and brought tangible benefits to the people 
of Africa 2017. 

In 2017, McKinsey an international consulting firm, Chinese companies have 
contributed to the growth of the African economy by bringing investments, ma-
nagerial expertise, and innovations to the continent. Eighty-nine percent of em-
ployees in over 1000 Chinese enterprises examined are African; in the previous 
three years, around 48 percent of Chinese corporations have offered new goods 
or services to the African continent, and 36 percent have introduced new tech-
nology. Chinese partners have completed infrastructure projects with lower cost 
finance and improved efficiency, making a significant contribution to local de-
velopment; with the development of e-commerce networks, mobile payment is 
also becoming more and more popular in Africa. There are around 338 million 
mobile payment accounts in sub-Saharan Africa, and many sites allow payments 
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via Alipay and WeChat (Li, Huang, & Lv, 2018).  

4.2. Comparison between U.S., E.U., and Chinese FDI Stocks in  
Africa 

Three countries are giant investors in Africa as well as worldwide, U.S, U.E., and 
China. In 2018, the Netherlands was recognized globally as a tax haven. Thus 
these FDI are among the top in Africa following by France who continues to 
have the highest stock of FDI, amounting to $54.74 billion. China, which ranks 
second with a stock down by just $6.13 billion ($48.96 billion), might threaten 
this supremacy soon. According to Eurostat 2018, the United States was third in 
2017 but surpassed by China in 2018, ahead of the United Kingdom ($2.82 mil-
lion less than China), Italy ($18.57 million less than China), and Germany 
($37.88 million less than China). 

Western countries have a total investment stock in Africa of more than ten 
billion dollars compared to China. Table 1 shows that China’s growth is quite 
noticeable. On the other hand, traditional partners cannot claim that they no 
longer invest in Africa since Western investors must spend some of their profits 
while simultaneously replacing ancient capital to maintain a certain level of in-
vestment stock. Indeed, we are seeing not the abandonment of established allies 
but the acquisition of a new and powerful partner—China. So, China is raised in 
trade and investment in Africa and is still planning to rank on the top. 

Chinese vs. US FDI in Africa 
In 2013, commerce between China and Africa totaled over $200 billion, with 

Chinese electronics and textiles pouring into African countries and African nat-
ural resources transported to China. Surprisingly, Chinese-African commerce 
was more than double that of the United States and Africa (Figure 3). 

China might learn from the United States and spend more in critical social 
areas as a new African partner. Health and education should be prioritized and 
serve high-profile capital expenditure and construction projects. While many of 
these infrastructure projects help Africans, China and Chinese companies must 
invest in environmental sustainability and acknowledge and accept external 
costs such as environmental devastation. 
 

 

Figure 3. Chinese vs. US FDI to Africa, flow. Source: the statistical bulletin of China’s 
outward Foreign Direct Investment, U.S bureau of economic analysis/Johns Hopkins. 
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Since 2013, Chinese FDI into Africa has surpassed that of the United States. 
As seen in the graph below, although U.S FDI flows declining since 2010. In 
2019, a new convention for prospering Africa established U.S to maintain the 
excellent relationship between U.S. and Africa. 

Chinese vs. E.U. investment 
China’s expanding and deeper presence in Africa has received a lot of atten-

tion. Between 2000 and 2017, Commercial loans from China to African govern-
ments and state-owned enterprises totaled $154.7 billion. China is currently the 
region’s largest bilateral borrower, accounting for 20% of Africa’s foreign public 
debt, according to the China-Africa Research Initiative (CARI). But the stock of 
Chinese FDI in Africa is still less than some European countries with colonial 
past in the continent, such as the Netherlands, France, accounting for only 5% of 
global FDI, it is catching up. Between 2016 and 2018, its total FDI inflows to 
African countries were 13% greater than most of the European Union’s total 
(Table 1) except the Netherland and France. For the foreseeable future, Chinese 
investment might be a key component of Africa’s finance landscape. 

4.3. The Main Investing Countries of China and Western Countries  
in Africa 

Most of the old investors (western) in Africa are overwhelmed by Chinese in-
vestments (Table 2). China’s irruption into the African market has changed the 
game of development in Africa; it increased the demand and multiplied the 
partners that Africans could turn. Therefore, Africa’s significant relationship of 
growth and development could have been no longer the same as the one we 
could know when the relationship remained very bilateral with European coun-
tries and somewhat with the United States (Strauss-Kahn, 2019). 

These 25 countries benefitted from 96% of European FDI in Africa and 89% 
of Chinese FDI in Africa. On the other hand, European investment focuses on 
fewer African countries than Chinese investment does. 

In 2017, three countries came to the top of the list of investor countries, with 
the most first, second, and third places: China (with twenty places), France (with 
nineteen places), and the United States (with thirteen places). The number of re-
cipient countries further demonstrates China’s advantage. It is top on the list of 
investor nations (eleven), followed by France (eight) and the United States 
(three). Even though China is gaining political clout in Africa, France and the 
United States remain the most prominent economic investors, according to Pai-
rault (2020). 

4.4. Comparables Situation 

The Chinese aren’t only putting money into Africa. Their investments are seen 
in the economy of various nations and areas throughout the world. Asian coun-
tries are the initial receivers of Chinese FDI. In addition, China has made signif-
icant investments in the established economies of North America and Europe. 

https://doi.org/10.4236/ajibm.2021.1112072


M. A. Rasoanomenjanahary 
 

 

DOI: 10.4236/ajibm.2021.1112072 1212 American Journal of Industrial and Business Management 
 

Table 2. Main investor countries and Africa Recipient countries. 

Recipient 
countries 

investors countries by size of their FDI stock 2017 

1st 2nd 3rd 4th 5th 6th 

Algeria Italy USA France China Germany UK 

Angola France China USA Italy Germany UK 

Congo France China USA Italy UK Germany 

Congo DCR China France Germany USA Italy UK 

Ivory Coast France China Italy Germany UK USA 

Egypt USA Italy France Germany China UK 

Ethiopia China Germany USA France UK Italy 

Ghana France USA China UK Germany Italy 

Guinea China Italy France USA UK Germany 

Kenya China France UK USA Germany Italy 

Madagascar China Italy Germany UK France USA 

Mauritius USA UK France China Germany Italy 

Morocco France Italy Germany USA China UK 

Mozambique China USA UK Italy Germany France 

Namibia China Germany Italy UK France USA 

Niger France China Italy UK Germany USA 

Nigeria France USA China Italy Germany UK 

Senegal France China USA Germany Italy UK 

South Africa UK China USA Germany France Italy 

Sudan China Italy France USA Germany UK 

Tanzania USA China France UK Germany Italy 

Tunisia Italy France USA Germany China UK 

Uganda China UK France Germany Italy France 

Zambia China UK U. K USA Italy Germany 

Zimbabwe China France UK USA Italy Germany 

Source: Author’s elaboration from Eurostat/MOFCOM/. 
 

The Chinese are increasingly investing in the European economy. Although 
the examples of Greece and Spain spring to mind first, Chinese investment is not 
restricted to those two nations. Chinese FDI touches many European countries 
and has been on a rapid increase in the last decade. In 2013, France signed a 
commercial agreement of $22.8 billion with the Chinese in nuclear energy, air 
transportation, and telecommunications. According to the French Foreign Min-
istry, “Chinese investment in France has increased significantly in recent years” 
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(In FDI stock, $7.14 billion). In 2019, 700 Chinese and Hong Kong firms estab-
lished subsidiaries in France, employing 45,000 people. The latest E.U. legislative 
measures to check foreign investments in strategic sectors are more political 
than economic. The Italian government signed up for the Belt and Road Initia-
tive despite criticisms shows. 

China’s commercial connections with Germany are critical in Germany’s re-
cent economic solid development compared to other European nations. They 
also underpin German support for China in European discussions. 

China’s investments in other parts of the globe are rising in a globalized world 
economy. Chinese firms invest billions of dollars in the United States, Canada, 
Latin America, and Australia.  

4.5. The Belt and Road Initiative 

The Silk Road Economic Belt, which links Europe by land and Central Asia, and 
the 21st Century Maritime Silk, which connects Africa, South Asia, Southeast 
Asia, and eventually Europe, are part of the BRI. 

One hundred twenty-five nations and international organizations have signed 
123 agreements under the aegis of the BRI. The African Union is involved, as are 
37 African countries. Trade between China and BRI nations increased by more 
than $5 trillion in the five years preceding June 2018. Through the BRI, Chinese 
FDI totaled US$70 billion, with over US$500 billion in Engineering, Procure-
ment, and Construction (EPC) contracts inked. Over 82 economic cooperation 
zones have been formed, employing 244,000 people in host nations (Marais & 
Labuschagne, 2019). 

East Africa’s coastline area has played a critical role in expanding China’s zone 
of commercial influence by connecting it to the so-called Maritime Silk Route. 
According to the African Construction Trends study, Chinese bankers and 
builders are focusing their efforts in Eastern Africa, especially in the shipping, 
transportation, and port sectors. Ethiopia’s Addis Ababa-Djibouti railway and 
Kenya’s Nairobi-Mombasa railway are both significant East African projects. 
Tanzania’s Bagamoyo port, which is now under construction, will be East Afri-
ca’s most prominent.  

In June 2017, the 3.2 billion dollar Nairobi-Mombasa railway opened to re-
place the 4000 cars that travel the route every day. Many vehicles from Kenya 
and neighboring African nations such as Burundi and Rwanda utilize the road 
regularly (Githaiga et al., 2019). As part of a larger regional integration goal, 
China invests in raising the ambition of Africa railway projects. The railway will 
be extended south to Kigali, Rwanda, and Uganda’s capital, Kampala. As per the 
World Bank, a 1% decrease in trade costs results in a 1.3 percent rise in bilateral 
trade between countries participating in BRI projects. Improvements to railroad 
networks and capacity and other cross-border transportation infrastructure may 
result in more intra-African transactions, more significant investment, know-
ledge transfer, and better growth in African countries (Sylodium, 2020). 
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5. Conclusion and Recommendation 
5.1. Conclusion 

A vital relationship between the U.S, U.A., and China has occurred globally re-
garding investment and trade in Africa. China and western countries are Africa’s 
most significant investors and partners and are more attracted by African raw 
materials. 

Despite their different strategies on investment and trade in Africa, their 
business contributes to the general growth and development of host economies. 
It has served as a means of employment and boosted growth and development 
opportunities for investors and the host continent. It is positive for the African 
economy because it reduces unemployment and the general poverty rate in the 
continent. 

Through the various positive contributions of their investments in Africa, the 
investors have seen Africa’s potential. It has created a marriage of opportunities 
for both actors. It is a dependent relationship between the investors and Africa.  

In the case of China, Africa is offering oil and the raw materials that’s she has 
in abundance and getting in return infrastructures that she needs. I submit that 
is a win-win situation, and the famous agreement Belt Road initiative offers 
African countries a seemingly colossal opportunity.  

Aside from western countries, old investors in Africa, the U.S, as the largest 
world economy, mainly invests in Sub-Saharan countries. U.S remains a critical 
player, especially on the AGOA initiative’s ineffectiveness, which needs new 
ideas and strategies for many key issues. We conclude that the situation is the 
investor’s benefit more than the host country.  

The difference of U.E. strategies in Africa is that U.E is not only the old in-
vestors but also the old African trade partner. Its presence in Africa was before 
and after the independence of African countries. As a colonizer, U.E has estab-
lished its economic system in the continent; it has made African countries look 
towards the West as a reference and model for the economic system and give 
advantage to the U.E.  

The community’s comparative advantage between China and western trade 
and investment in Africa is high. Each country targets the fields that they see 
benefits in terms of investment and compete to conquer the top market in busi-
ness.  

This investment makes Africa more attractive to the world by substantial in-
vestment that will attract other foreign investors. As China’s global power posi-
tion rises, what happens in Africa may become a matter of greater interest. 

5.2. Recommendation 

Nowadays, China’s investment is the most popular and robust in Africa, sur-
passing the U.S and U.A, the principal partner of Africa. The problem of Chi-
nese commercial loans and debt acquired by African countries is expected to 
become a public policy concern as China builds the Belt and Road Initiative, the 
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world’s largest infrastructure project. Because of its assistance for Africa’s des-
perately needed infrastructural initiatives, China should consider switching to a 
mixed financing approach that relies on both Chinese and Western financial 
sources to mitigate the negative consequences of these loans.  

China has had a long-standing relationship with Africa since the 1960s. How-
ever, only in the last few decades has the relationship between FDI, trade, and 
aid has been increased to a new, higher level. Chinese investment is still, howev-
er, less than the percentage of the total investment from the U.E received by 
Africa. So, to strengthen China-Africa collaboration, China should establish 
strong friendship connections, which they already have, and then the rest will 
fall into place. When there are specific Chinese projects, firms in the nations 
should hire more African nationals because the project is supposed to create jobs 
in the host countries. 
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