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Abstract

Africa—China relations have significantly evolved by means of expanding trade, foreign direct
investments (FDI), and economic cooperation. It examines these facets and their implications on
the economic terrain of Africa. Chinese investment faces no shortage of competitors, nor
questions about its sustainability. For this partnership to be beneficial, it is important to be aware
of these dynamics. Though China invested a huge amount during the period of 2000-2023 the
African countries were not able to develop their infrastructure massively like other developed
countries. The inflation rate increased massively which introduced different challenges to the
economic growth.

Introduction

In the last two decades, its biggest friend and trading partner, which has transformed the
trajectory of its economy, has been the wiser choice to engage with Africa. This partnership,
characterized by massive trade, increasing foreign direct investment (FDI) flows, and economic
collaboration, not only demonstrates China's geopolitical positioning but also its quest for
resources and markets in Africa. This practice paper reflects on the implications of this
engagement by considering three broad vectors: trade; FDI and economic cooperation in the light
of where recent studies show this to be beneficial and where they show it to be harmful (Busse et
al., 2016).

Methodology

The methodology used to derive the report is secondary research, wherein the authors leveraged
data and research papers put forth by themselves and facts by other individuals. The selected
sources include studies by Alden (2017), Busse et al. (2016), Dreher et al. (2018), Pigato and
Tang (2015), and Tawiah et al. (2021), that contain the largest amount of information with
respect to China-Africa relations (trade, foreign direct investment, aid, or environmental impacts
data). This research allows the subject to expand through analysis of secondary journals to begin
to inundate with knowledge in the existing space.

Africa’s Trade with China

China—Africa trade relations have developed rapidly, especially since the early 2000s. In 2012,
total trade volumes doubled to $166 billion, mainly as a result of Africa's natural resource exports
and China's manufactured goods imports (Busse et al., 2016). China is located in eastern Asia on
the western coast of the Pacific Ocean. The African countries got huge support from the Chinese
lenders with the debt amount for the development of the country's economy. Debt trap
Diplomacy is mainly a policy tool which gives debt to the recipient country so that they can
improve the infrastructure and investment projects. In other words, the main goal of BRI’s
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strategy consists of creating the Silk Road economy. Many African countries like Zambia and
Djibouti faced the complication of repayment of the debt amount for taking large amounts as
debt. In some states, there was not enough transparency of the loan amount to ensure their best
usage which increased challenges for different countries with mismanagement of the loan
amount. The high interest rates and shorter periods of repayment increased challenges for these
countries. So it was not possible to produce standard plans for the development of the countries
to improve their financial stability and become self-dependent. Though the infrastructure of these
countries was possible to develop it was not able to develop its economic condition. Between
2000 to 2023 Chinese lenders including China Development Bank and export important banks
provided approximately $182.28 billion as loans to African countries (World Bank, 2023).
Angola got approximately $43 billion from 2000 to 2018 and other countries like Ethiopia,
Egypt, Nigeria and Kenya also got significant amounts of loans for using them to the
development of the country. The debt amount enabled these countries to focus on different
sectors for development and bring huge changes for developing their capability.
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Figure 1: Africa’s Trade with China (Busse et al., 2016)

In 2012, oil, minerals and other raw materials made up over 66 percent of the value of Africa's
exports to China, which was roughly 7.8 percent of Africa's GDP. According to Busse et al.
(2016), Angola, South Africa, and Zambia are prominent in resource exports that benefit from
China's industrial needs. Similarly, Africa’s (import dependency): machinery, textiles and
electronics reflect heavy reliance on Chinese products (4.8% of GDP in the same period, Busse et
al., 2016) as it is in labor-intensive sectors.

China supported the African countries in different ways which was very significant for enhancing
the overall strengths of these countries. The loan amount along with other facilities was possible
to use for the development of the economy and infrastructure of these countries. By getting
numerous facilities for exports from China the African countries were able to develop their
business sector which could lead to economic stability. However, the African countries failed to
utilise the amount properly to develop their financial capability and stability. The inflation rate
increased massively which is represented in the following.
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Figure 2: Inflation rate of different African countries (Kaukab and Anggara, 2024)
In 2023, the information rate among the African countries Zimbabwe was in the first position and
the rate was approximately 172%. The rate was 71% in Sudan, 28.41% in Angola, 27% in
Malawi, and 25.5% in Egypt. So, these countries faced a lot of complications in overcoming the
economic challenges. However, the African countries still depended on the loan of China which
is not satisfactory for the development of these countries.

Foreign Direct Investment (FDI)

Chinese FDI in Africa has risen dramatically, focusing on key areas for structural transformation:
infrastructure, mining, and manufacturing. However, its share of total FDI flows to Africa in
2012 was only 5%, albeit its strategic importance is significant (Busse et al., 2016).
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Figure 3: Chinese FDI to Africa (Busse et al., 2016)
Chinese investments (Busse et al., 2016) are mostly focused on infrastructure projects, such as
railways, ports, and facilities for different energies. These developments enhance logistical
efficiency and regional connectivity, which in turn promote trade and economic integration.
Moreover, spending on Special Economic Zones (SEZs), such as Ethiopia’s Dongguan Industrial
Park, encourages industrialization and job creation, hewing to Africa’s development goals
(Pigato & Tang, 2015).
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Nevertheless, there are worries about the proliferation of Chinese-led projects as damaging to the
environment and too few local workers being employed on them. Furthermore, resource-backed
loans and infrastructure agreements are usually heavy on Africa's debt while the sustainability of
those is also controversial (Tawiah et al., 2021) Breaking these challenges is essential to make
FDI a vehicle for fair and sustainable development.

Economic Cooperation

China’s economic partnership with Africa also includes financial aid, technology transfer and
capacity building beyond trade and FDI. These projects are part of China’s Belt and Road
Initiative (BRI) and aim to promote connectivity and hope for mutual development (Busse et al.,
2016).
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Figure 4: China’s Economic Cooperation in Africa (Busse et al., 2016)
Concessional loans support large infrastructure projects and fill financing shortfalls in many
African countries (Busse et al., 2016). However, this strategy has raised questions regarding debt
sustainability and long-term reliance on Chinese investment. Technology transfer, although
quality, is sector-specific and often constrained by institutional and governance issues (Alden,
2017).

Opportunities and Challenges

The strengthening relations between China and the African continent should give way to speedier
economic transformation. With infrastructure investments for example increasing intra-African
trade, industrial SEZs provide an avenue for diversification and expanded trade relations
providing African businesses access to large Chinese markets (Pigato & Tang, 2015). For the
loan amount, it was possible to develop the infrastructure of the African countries. The
relationship allowed these countries to get faster and less bureaucratic financing opportunities to
develop the technological sector. It was possible to develop the business sector to create many
job opportunities for overcoming the challenge of the unemployment problems.

But these benefits come with challenges, including environmental degradation, resource
dependency and unequal trade patterns. African governments need to implement targeted policies
that emphasize diversification, value addition and sustainable development practices to address
these issues (Tawiah et al., 2021). For collecting huge debt amounts the African countries
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experienced different complications which was responsible for introducing different challenges
for the development of the economy. It was not possible to avoid the risks of becoming resource-
dependent to develop the local and national economic impact. So, all of these factors lead to
higher dependency on the debt amount of China which was the key factor for creating obstacles
for the development of these countries.

Conclusion

China’s engagement with Africa is indeed a double-edged sword: The investment is both a
partnership prospecting transformative possibilities and a partnership filled with severe risks.
However, by utilizing Chinese investment, trade, and cooperation effectively, African countries
can reduce infrastructure gaps and accelerate industrialization. But it is important to balance
these benefits with issues, such as its environmental impact, and whether countries can afford to
pay off the debt.
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