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Abstract

Review of more than 100 articles accessed in literature survey for the last decade
of dynamic China—Africa economic relation has been done with an objective of
examining the nature and perspectives of Sino—Africa relation along Trade, FDI
and Aid channels. China—Africa relation is a win—win in the short and medium
run but the long-run impact is far from clear. Governance issues, environmental
concern, asymmetric trade relation, prospects for African industrialisation,
technology transfer and employment generation, and so on are debatable issues
in most of the literatures assessed. Beneficial roles include that coordinated
involvement of Chinese private sector alongside with State-owned enterprises
and integrated application of trade, aid and FDI tools from Chinese side would
remain to be a beneficial scheme in the African context. Researches can take up
the impact of the relation on multilateral and bilateral development actors role
in Africa; collaboration mechanisms among the actors; impact on sustainability
of natural resource extraction; Africa’s industrialisation and technology transfer;
Africa’s Global Integration and Institutional Development; Role of Private Actors;
Sector specific impacts of the relationship.
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Introduction

China—Africa economic relation has changed dynamically to an unprecedented
level benefiting both actors significantly in the last two decades and this has
attracted attention from academic community as well as policy makers. Beijing is
increasing its influence in Africa more than ever, intervening to solve African
infrastructure bottlenecks and providing access to Chinese export markets.
The Chinese engagement has ensured security of raw materials, cheap labour and
energy supply for fuelling its expanding industrialisation process and internation-
alisation of the Chinese firms. Moreover, the Chinese firms have enjoyed access
to African Regional and International markets for their manufacturing output
(Mitchell, Heginbotham and Elsenman 2007).

The dominant channels of bilateral economic engagement include an integra-
tion of trade, FDI and development assistance (Biggeri and Sanfilippo 2009;
Hanauer and Morris 2014). Broadly speaking, the Chinese Model of Developmental
State ideology has secured a favourable response from African Governments
(Bentzen 2016).

According to Kaplinsky et al. (2010), China’s relation with Africa has passed
through three distinct phases: the first phase consists of ideological rivalry and
decolonising Africa which consisted of mutual political support under the
Bandung Conference of non-aligned nations, 1955. The second phase starts from
mid-1990 onwards, which would consist of the search for resources needed for
industrialisation especially through SOEs and the third phase is dominated by
small- and medium-sized enterprises moving to Aftrica and the world.

Studies indicate that China divides its relations into two major categories
namely strategic partnership and cooperative partnership in ascending order of
importance. It emphasised strategic partnership with key developing countries
(Mitchell, Heginbotham and Elsenman 2007).

There are arguments, however, that despite the diplomatic effort and mutual
benefits, the Sino—Africa relation is asymmetrical in nature and is altering the
environment for foreign actors in Africa. In fact, it is believed that China is neither
wholly Africa’s friend nor foe. Beijing is pragmatically pursuing its national
interest. It is ultimately up to African actors to ensure that this engagement
catalyses development rather than perpetuate poverty and underdevelopment
(Kennedy 2012).

To examine the prevailing views, a review of more than 100 articles on current
Sino—Africa bilateral economic relationship is made under the following three
headings: nature, major perspectives, opportunities and challenges recently
prevailing.

Some Theoretical Considerations on International
Economic Relation

Economic co-operation among world nations is defined as the form of interna-
tional collaboration for obtaining mutual advantage through the common use of
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financial, material and technological resources of all partners (Andruseac and
Hertug n.d). The theory of international relations identifies two different repre-
sentatives of economic co-operation: the realistic and the liberal one. In the first
case, economic co-operation is facilitated by government and the second is the
perspective of the liberals in which the role of the state is to protect market and
economic freedom (Andruseac and Hertug n.d). Other theoretical studies classify
the theories in the same fashion into neorecalism and neo-liberalism; where
neorealism puts an emphasis on politics and neo-liberalism stresses economy
(Xue 2004).

The classical theory of international trade provided the basics for understand-
ing the usefulness of trade between nations as well as the effect of tariff policy
and other aspects of State interactions in such trade. It further emphasised the
difference in relative cost of commodities, resource endowments and the role of
demand in trade. Other theories include the development of location role and the
theory of international factor movements (Ohlin 1979; Sen 2010).

International trade theories have developed through stages from mercantilism—
a zero sum game—to neo-mercantilism—a protectionist approach; Smith’s theory
of absolute advantage; Recardo’s theory of comparative advantage to modern
theories explaining patterns of trade, country size, factor proportions, country
similarity, and so on (Girma 2017). The new trade theories are focusing on the
ability of firms to gain economies of scale, increasing returns, trans-industry trade
with product differentiation. Recent developments in the theory of trade are built
in terms of market structure and technological progress.

The theory of multinational enterprises develops its arguments by concentrating
on two questions (Zarotiadis et al. n.d.). The issue of internalisation, that is,
replacement of firms external contracts by direct ownership due to market imper-
fections and the question of location, which is diversity related to the links
between flows of goods and factors, that is, to locate the different activities and
organisational units in a specific region.

The economic theory of gravity complements the preceding theories by
providing an explanation of bilateral trade and resource flow patterns among
countries (Anderson 2008). These basic theories are governing the empirical
assessments made by different authors in the literatures analysed below.

Nature of Sino-Africa Relations

Chinese engagement in Africa exhibits different characteristics (Hanauer and
Morris 2014). There are six major characteristics prevailing in literature on the
nature of China’s involvement in Africa. These dominant trends are explained
under the following headings.

Claim of Neutrality in Domestic Affairs

Chinese yield the soft power approach in shifting landscape at home and in
the continent. It treats African countries as peer partners, use soft equitable
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diplomacy, mutual respect, independence and non-interference in their relation
(Murawska 2015). There is a distinct style in China’s approach to the relationship
building. It practices a multidirectional friendship policy that emphasises the
importance of State sovereignty and non-interference with the objective of
securing stable and sustainable access to resources and opening new export
markets (McGiffert 2009).

This principle of non-interference in domestic affairs makes China an interest-
ing partner for leadership in Africa (German Development Institute [GDI] 2006).
The basis of this neutrality is supposed to be the five principles of peaceful
coexistence by Chinese Government such as mutual respect for sovereignty, non-
aggression, non-interference in each other’s internal affairs, equality and mutual
benefit, and peaceful co-existence (Frauke et al. 2011). There are articles
considering the China’s non-interference not as misconduct and indifference for
African realities (Berhe and Hongwu 2013).

On the other hand, there are articles emphasising on this sort of soft power and
win—win relations as a short-lived scenario that may not last long (Bbaala 2015).
Hence, stakeholders’ opinion still differs on this nature of the engagement from
the Chinese side.

Collaborative State-Business Approach

There are four categories of Chinese investors identified in literature: Centre—
State owned firms; Provincial State-owned firms; Chinese private firms incorpo-
rated in China and small private migrant firms (Ajakaiye and Kaplinsky 2009).

Significant number of Chinese investment in foreign countries is often driven
by Government enterprises (Richard et al. 2011). Recently, 58 per cent of Chinese
firms in Africa are small- and medium-sized privately owned from China’s land
scarce coastal provinces (Brautigam and Zhang 2013).

There are diverse views on this collaborative approach of the engagement
stating that Chinese involvement and the concept of Statehood in Africa are both
problematic (Mason 2015). It is also criticised that an alternative mechanism in
terms of private sector engagement is lacking and SMEs from China took their
own path and hardly any leading Chinese firms coming to Africa to date (Gun.d.).
Extra market decisions are taken up by Chinese Government only to enhance the
flow by State run firms. This would harm competitiveness of the private actors in
the long run (Eisenman 2012). There is also no marked difference between State-
owned and private enterprises and the leadership and accountability of the aid
industry (Frauke et al. 2011).

Complementarities Between Trade, FDI and Aid

China’s move in to Africa is driven by strategic interaction among the three
channels of FDI, Trade and Aid (Biggeri and Sanfilippo 2009; Hanauer and
Morris 2014). Aid is one of the integrated elements of China’s strategies (Sandvand
2007) and Aid and Trade in Chinese approach are linked implicitly (Furman 2016;
Frauke et al. 2011; Uchehara 2009a).
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Some authors categorise the dominant channels of interactions into four includ-
ing: trade, aid, investment and politics in the Sino—Africa relationship. Public
diplomacy alongside pledge to infrastructure companies’ donation is the nature of
Chinese engagement (Idun-Arkhurst and Laing 2007).

Nature of impact along these lines is not clear, and distinguishing impacts
through major channels is a challenge (Kaplinsky and Morris 2009). There is no
distinction between aid and investment, and this is supposed to be an intended
ambiguity from Chinese side.

Sector-Specific Engagement Patterns

Chinese are engaged specially in oil, mining, telecommunication sector (Asche
and Schiiller 2008). They also invest in manufacturing, construction, agriculture
and tourism industry (Rutaihwa and Mkwawa 2011). The dominant approach is to
follow commodity for infrastructure (Carike et al. 2012; Jing and Richard 2011).
Chinese usually invest where Western companies are unwilling (Thompson and
Olusegun 2014). There are criticisms that in the entire African continent, Chinese
companies are engaged in the extraction of natural resources to sell in world
markets and export to China (Kennedy 2012).

Employing State Financial Promotion Tools

Chinese use two models of financing: Strategic partnership and resource-
backed package financing (Brautigam and Gallagher 2014). According to China’s
African Policy Paper, released in January 2006, the Chinese Government encour-
ages and supports Chinese enterprises investment and business in Africa and will
continue to provide preferential loans and buyers credit to this end (Asche and
Schiiller 2008).

Chinese Government provides finance to Africa primarily under the category
of Other Official Assistance (Brautigam 2011). There are five major instruments
used in development assistance including: lines of credit to China MNCs; export
credit; resource-backed loans; China Africa Development Fund; China overseas
SEZs. It is claimed by some authors that Chinese finance is not out of line, and it
has interest rates that is found in the Global capital markets (Brautigam and
Gallagher 2014).

There is a counterargument that the ascent of China will influence the dynam-
ics of Western Aid to the continent and this would redefine the parameter of Aid
(Carine 2011; Zafar 2007). Some believe that it is another new era of colonisation
over burdening African States with debt (Kennedy 2012).

Commercially Driven Economic Relation

Commercial activities such as trade and investment are moved in to the centre of
China and Africa economic relations (Wang 2007). The interventions are more
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commercial in nature but have no less focus on infrastructure (Corkin et al. 2008).
Commercial interest is the driving force (Sun 2014) and it is the pragmatic
mercantilist pursuit of economic interest dominating China’s engagement in
Africa and exploit natural resource to improve its strategic global position
(Furman 2016). This has the implication for the sustainability of the relationship
in the long run due to the asymmetric nature of the relations in trade. Many authors
believe that these characteristics would be beneficial in the short and medium run.
The long run depends on the African agents’ institutional capacity development.

Major Perspectives in China-Africa Economic Relations

Sino—Africa relation is full of contradictory claims and is considered as a mixed
bag of debates among scholars and policy makers (Idun-Arkhurst and Laing 2007).
The emerging discourse on China—Africa relation depicts China either as a new
imperial power or as Africa’s benefactor (Uchehara 2009a). However, the deepen-
ing involvement of China in Africa has raised sensitivities around the nature of the
relationship (Naidu n.d.; Naidu and Mbazima 2008; Rossouw et al. 2014).

Engagement of China is net positive in the near terms, but the long-run impact
is not clear (Haroz 2011). Some authors argue that it is largely a win—win now but
will be a win—lose soon (Bbaala 2015). The impact of China’s non-interference
principle and its partnership with fragile States in Africa is shown as a less clear
motive (Giovannetti and Sanfilippo 2011).

Many scholars argue that Chinese policies on Africa are inferior to the West’s
policies (Berhe and Hongwu 2013) and the soft power and a win—win relation
may be short lived. Chinese interest in Africa is purely economic and exploitative
of natural resources only to improve its strategic global position and has no future
(Furman 2016).

There are also other categories of literature emphasising three co-existing
schools of thought on China—Africa economic relations: the Sino-Optimism, the
Pragmatic group and the Sino-Pessimists (Adem 2013). The three schools of
thought are evident in the study of (Asongu and Aminkeng 2013).

Hanauer and Morris (2014) found out that the Africa’s perception of China
includes a mix of approval, apathy and contempt but overall Citizens and
Governments hold positive views. Other studies claim that African perceptions of
China are found to be near equivalent to those held vis-a-vis the West (Gadzala
and Hanusch 2010) and the perceptions of Africans towards Chinese engagement
is rather negative (Rossouw et al. 2014).

The relationship has complementary and competitive impacts as well as direct
and indirect effects (Goldstein et al. 2006; Kaplinsky and Morris 2009; Power
2008; Kaplinsky and Messner 2008). The outcome may also differ along the
short- and long-term time horizon (Bbaala 2015; Haroz 2011).

There are some favourable arguments running in literatures indicating that
Chinese Government and companies approach in investment in Africa are with a
longer time frame in mind emphasising a win—win relation unlike traditional
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actors (Centre for Chinese Studies [CCS] 2007). It has given increased room for
manoeuvre for African States and China’s activities in the region are believed to
be the last chance for development in Africa (Mapaure 2014) emphasises it as a
win—win for both sides (Corkin et al. 2008; Thornton 2016).

Each side of the argument has its own merits and demerits, but the perspective
of the pragmatist group can have a better ground because China’s engagement
in Africa has practical benefits in infrastructure financing and manufacturing
development that can be witnessed by an ordinary African citizen. In addition to
this China’s economic transformation is a recent exemplary phenomenon that can
have many lessons for individual African States in their endeavour for growth and
poverty alleviation.

On the other hand, the challenges related to sustainable development and trans-
formation in African context need to be addressed by African Agents’ integration
and awareness on global context of the game. Africa can still have the chance to
ensure beneficial lasting relation with Chinese actors as most of the China’s
engagement is guided by State-based organisations that would make negotiations
easier for African Agents.

Opportunities and Challenges in China-Africa
Economic Relations

Opportunities Related to Chinese Engagement in Africa

There are several opportunities related to Chinese engagement in Africa. These
can be categorised under the lines of trade, investment, financial package and
China’s Model of growth.

Opportunities Related to Trade

There are studies indicating an improvement in trade infrastructure due to increased
Chinese engagement in Africa (Goldstein et al. 2006). China has become the
largest trading partner (Biggeri and Sanfilippo 2009; Matthias et al. 2016; Patey
2013; van de Looy 2006; Wang 2007) and imports high proportion of fuel and
minerals from Africa (Borovoska 2011; Breivik 2014; Frauke et al. 2011; Johnston
and Yuan 2014). China’s demand has increased for African exports and as a result,
there is an increase in export prices (Ademola et al. 2009).

China’s involvement has helped to accelerate growth in Africa by contributing
to a strong commodity boom due to upward swing in the price of oil and raw
materials. There are impacts on consumer welfare and income distribution
(Kaplinsky et al. 2007) and low-priced imports increased consumer choice
(Rutaihwa and Mkwawa 2011).

Opportunities Related to Investment

China’s industrial upgrading and outward investment provides opportunity to
light manufacturing development in low income countries. China can also provide
ideas, experiences, tacit knowledge opportunities and finance (Lin and Wang 2014).
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This unique opportunities from Chinese Government can meet African countries
need for funding of infrastructure projects (Sun 2014) and shape international
order along these lines (Thompson and Olusegun 2014).

China has been an important investor across extractive sector, agriculture and
manufacturing (Biggeri and Sanfilippo 2009; Patey 2013; van de Looy 2006).
Other key sectors include infrastructure and ICT (CCS 2007). There is a belief
that China is filling a gap left open by major world economies (De Grauwe et al.
2012) and complements the social sector development support from the West
(Haroz 2011).

China’s involvement in African construction and infrastructure sector has been
proved most effective in building relations; increasing influence, expanding
access to resources in the continent (CCS 2006). The best example is the SEZs
initiated by China on improving value chain to Africa (Ado and Su 2016). These
interventions are beneficial even in non-resource rich countries (Asongu 2016).

African States can maximise their development gains through greater under-
standing of the Chinese private sector’s presence and potential contribution
(Gu 2011). They may be able to reap significant benefit from Regional Integration
in response to the rules governing Chinese investment.

Opportunities Related to Development Finance

China is changing the Global Aid architecture especially in Africa using soft
power and generous financial packages (Naidu n.d.). Concessional loans and
Aid for resource security and infrastructure construction is the major strategy
followed by China. There is no doubt that the China’s Aid is affecting develop-
ment in Africa (Asongu 2016). There is more competition in Aid market and
increased bargaining power for Africa with traditional Donors (Zafar 2007).
Chinese package loans, while relatively rare, are attractive to recipients (Brautigam
and Gallagher 2014). Such scheme is by far the preferred modality of assistance
in the African context (Giovannetti and Sanfilippo 2011).

Although China is a major donor of Aid to Africa, the Scope, Scale and Mode
of Chinese Aid practices are poorly understood and often misquoted (Hanauer and
Morris 2014). Aid and trade link from China is an important gain for Africa
(Benedict and Simon 2015) and trade finance, soft terms loans and low-priced
industrial products can contribute much for African welfare (van Dijk 2009).
Moreover, China’s financing the infrastructure sector addresses Africa’s critical
bottleneck (Lin and Wang 2014). Chinese Aid is shown to be growth oriented,
practical and frictionless (Sandvand 2007).

Opportunity as a Role Model for African Development

These are mainly arguments on China’s approach as a new growth model which
is yet to be proved scientifically to accept as fully fledged alternative to the tradi-
tional growth theories.

The arguments are such that the Chinese Model of Development is sensitive to
Africa’s needs. As Western policies have limited success in alleviating Africa’s
poor economic growth (Besada 2013). Some see a change in paradigm-stressing
that a new Chinese Model could offer an alternative to Structural Adjustment
Policies that have largely failed over the past three decades in African continent
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(Asongu and Aminkeng 2013). Chinese model has been hailed by many countries
that have a thrust for change (Yejoo n.d.). Speculations increasing on China’s
development trajectory may provide a model for other LDCs. Africans are on
average positive towards the Chinese engagement and there is considerable
support for Chinese model in Africa (Bentzen 2016).

As a Development Model for Africa and alternative source of trade and finance,
impact of China is diverse (Renard 2011).

Uchehara (2009a) indicates in his study that the political economy of Chinese
reforms and the shared gains between political elites and private sector can be
partially transplanted to African context.

In general, benefits from China’s relation with Africa along the lines of trade,
investment and finance are not debatable in the short and medium run. Making the
relation more beneficial in the long run depends on both African agents’ effort to
integrate regionally and Chinese actors to cooperate for sustainable relationship.

Challenges Related to Chinese Involvement in Africa

Literatures identified some of the major limitations related to Chinese engage-
ment in Africa that can be categorised under the following headings:

Employment Generation and Technology Transfer

Employment generation is the major objective behind the African interest towards
manufacturing sector (Thornton 2016). Equally essential is the practice related to
technology transfer from each and every investment and trade engagement with
China although there is a view that Africa must generate its own technological
capability (Jean-Claude n.d.).

There are some critics on the effect of Chinese engagement resulting in dis-
placement of local worker in domestic industries as exports of textiles and utensils
from China dominate African markets and hence, some local industries have had
to shut down (Besada et al. 2008; Ciss¢ 2013; Matthias et al. 2016; van de Looy
2006). On the other hand, Chinese workers are engaged in projects in large
numbers, which would limit African workers opportunities for jobs and training
(Thornton 2016).

Moreover, standard working conditions are not maintained by many Chinese
firms and wage employment is below standard (Besada et al. 2008; Gadzala and
Hanusch 2010). In many African countries, Chinese investment is based on capital
intensive natural resource extraction and is not contributing to local employment
generation (Zafar 2007).

There are critics showing that the Chinese de-emphasise the need for a transfer
of knowledge and experience (van Dijk 2009). There is little transfer of techno-
logy in large infrastructure projects (Asche and Schiiller 2008; Uchehara 2009b).

Concerns on Good Governance and Democratisation

Transparency and good governance are essential for sustainable and long-term
development (Hellendorff 2011). Many literatures emphasised their doubts in
Chinese engagement in Africa along these lines (Hill 2015; Mapaure 2014).
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Beijing’s persistent courtship of the continent’s rogue regimes is a risk for
regional efforts in human rights, democracy and sustainable development (Gadzala
and Hanusch 2010; Mitchell, Heginbotham and Elsenman 2007; Thompson 2012;
van Dijk 2009).

The New Chinese Model is believed to contradict the orthodox of strong
institutions—a prime instrument for growth (Asongu and Aminkeng 2013).
Moreover, tolerance of weak governance states and investment in poor govern-
ance nations would retard sustainable development (Asongu and Sozi 2015;
Chen et al. 2015; Eisenman 2012; Thornton 2016). Corruption and governance
problems may slide back in Africa (Alden and Davies 2006; Besada et al. 2008;
Zafar 2007).

Diversion of Africa’s Investment Resources

The following articles discussed diversion of resources from Africa through
Chinese involvement (Adem 2013; Alden and Davies 2006; Corkin et al. 2008;
Goldstein et al. 2006; Lyakurwa 2008; Uchehara 2009a). Moreover, studies indi-
cate that resource rich African countries will be a victim of the Dutch Disease
effect due to natural resource export dependence (Adem 2013).

China is shifting its low value-added manufacturing industries to Africa and
mobilising raw materials from Africa, which would lead to failure of industrialisa-
tion prospects (Asongu 2016; Asongu and Sozi 2015; Johnston and Yuan 2014).
Chinese selfish quest for natural resources is devastating Africa’s fragile efforts
for sustainable development and governance (Sun 2014).

Limited Diversification and Structural Change

China’s involvement will not fundamentally alter Africa’s place in the Global
division of labour (Mohan and Power 2008). It will hinder economic diversifica-
tion and will lead to de-industrialisation (Zafar 2007). The existing pattern does
not correspond to the region’s long-term objectives of diversifying its trading and
economic structure for better industrial development (Ademola et al. 2009).
Moreover, the challenges will be high in those African countries, which have not
yet diversified their economies (Thompson and Olusegun 2014).

Impact Related to Debt Creation and Environmental Damage

Extra loans as an alternative source of capital weaken the WB in financing pro-
jects in Africa (Thompson and Olusegun 2014; van Dijk 2009). Debt creation and
unconditional loan will create trouble in the long run and loan without political
string is deleterious (Bosshard 2007; Chen et al. 2015; Sandvand 2007; Mapaure
2014). Chinese policy of tying economic development Aid to Government loans
is often portrayed as a challenge to the prevailing aid regime and it fosters long-
term African dependence on China (Hanauer and Morris 2014).

It is shown that the Chinese economic co-operation is increasing faster in those
countries where traditional partners are scaling down their aid (Giovannetti and
Sanfilippo 2011). Moreover, China is unwilling to coordinate its Aid programme
with the traditional donor community patterns (Large 2008; Uchehara 2009b).

There is some counterargument with respect to the debt trap. China’s package
loans, while relatively rare, are attractive to recipients and the loan finances many
of the projects and features substantial subsidisation and rigorous debt servicing
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conditions (Brautigam and Gallagher 2014). If managed effectively, it comple-
ments the social sector focus of the West’s Aid (Haroz 2011).

Chinese approach has limited concern for environmental impact and standards,
and there is illegal logging from tropical forests of African countries by Chinese
firms (Asche and Schiiller 2008; Bosshard 2007; Frauke et al. 2011; Uchehara
2009b; van de Looy 2006). The natural resource backed loan raises questions
about continent’s future and its capacity for sustainable development (Mapaure
2014; Sun 2014).

Impact on Local Trade and Commerce

Chinese trade on Africa has negative impact on local trade and commerce (Adisu
et al. 2010; van de Looy 2006). The trade transaction goes at the expense of tradi-
tional supplies (van Dijk 2009) and is crowding out industries in Africa (Asongu
2016). The imbalance in trade and investment relations is partly due to economic
asymmetry (Berhe and Hongwu 2013). It is already lopsided against Africa
(Besada et al. 2008) and is not beneficial especially for resource poor countries in
its terms (Renard 2011). There is also lack of transparency, and it compromises
quality (Babatunde 2013).

Majority of African economies have maintained trade deficit with China (CCS
2006) and the influx of Chinese low-quality product is flooding African markets
(Asongu and Sozi 2015; Rutaihwa and Mkwawa 2011; Uchehara 2009b). Moreover,
China is competing away third country markets such as EU, US and other regional
markets (Kaplinsky and Morris 2009; Onjala 2008) and local markets for agricul-
tural growers and local producers in mineral markets (Brautigam and Xiaoyang
2009; Onjala 2008; Pigato and Tang 2015). Exports by SSA to the US and EU and
African markets are shrinking while those of China are growing (Kamau 2013).

Counterarguments are claiming that Chinese economic activities have resulted
in an overall increase in Trade, FDI and Aid in Africa rather than diversion of
existing flows from third countries (Matthias et al. 2016).

The author believes the trade and investment relations though they have oppor-
tunities associated with the flow of these activities, the challenge will outweigh in
the long run unless adequate integration and institutional mechanisms evolve
from African agents.

Impact on Africa’s Manufacturing Growth

China’s rise has created a supply shock to the world especially to textile sector
(Zafar 2007) and it has resulted strong adjustment pressure on African manufac-
turing sector due to strong competition in domestic and international (Adem
2013). China’s engagement in textile and cloth sector and foot wear has a double-
edged effect. Its manufacturing firms could displace their African competitors in
case they produce similar goods (Matthias et al. 2016). Most obvious threat is
seen in squeezing the SSA’s clothing, textile, furniture and foot wear exports to
US and EU markets (Power 2008). There is also strong evidence on displacement
effect for labour intensive manufacturing goods (Matthias et al. 2016). Hence,
these sectors and other consumer goods industries in Africa are acutely threatened
(GDI 2006). Construction companies are also crowding out domestic firms
(Asche and Schiiller 2008).
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There is limited interest in collaborative venture with local companies (CCS
2006; Mohan and Power 2008) and low linkage effects from Chinese engagement
(Asongu and Sozi 2015). Efforts need to be enhanced to improve Aftrica’s world
manufacturing value chain participation.

Impact on the Long Run Win—-Win Prospects

The new Sino—Africa economic relation could soon plunge in to win—lose relations
in favour of China and the soft power and win—win relations may be short-lived.
Moreover, its recent engagements with the continent have raised questions of neo-
colonialism tantamount to those in the N-S relations (Bbaala 2015). In the medium
and long run much rests in the complementarities or competitive nature of trade
and investment in sectors that are increasingly attractive to China (Roy 2014).

There are arguments showing that the relationship is unsustainable and asym-
metric and not different from earlier actors in Africa. It is just a new scramble,
new imperialism (Asongu and Aminkeng 2013; Borovoska 2011; Chen et al.
2015; Hanauer and Morris 2014; Idun-Arkhurst and Laing 2007; Naidu n.d.).
Moreover, there is limited number of efficiency seeking firms coming to Africa
(Matthias et al. 2016).

From the African Side

An economic relation must shift from natural resource to human resource in the
long run. Africa is expected to create 30 million jobs per year for 20 years from
now (Thornton 2016).

Moreover, African countries need greater leverage to ensure that they benefit
from the relationship as much as China does. If managed poorly, Africa risks
Chinese exploitation and misses a prime opportunity to advance its political,
social and economic development (Haroz 2011).

The relationship with China is dynamic in its own right mainly due to its
worldwide competition and the prevailing global landscape as well as its domestic
interests. Hence, the long run is far from clear for all actors including China.

Conclusion

The following conclusions can be drawn from the literatures assessed:

Bilateral relationship along Trade, FDI and Aid complement one another, and
the balancing is done by State actors through guiding market operations. Hence,
these can somehow ensure continuity of a win—win beneficial relation for both
partners.

Chinese focus on infrastructure, construction and manufacturing is of critical
importance for African growth. These sector-specific interventions made by
Chinese are complementary to the development assistance from the West, which
is focusing on social development and governance issues.

Most African States still have dominant State-based development intervention
approach in their economies as the private sector’s role is minimal yet. China can
provide a good mix of the knowledge on how efficiently African States can engage
their private sector alongside the dominant Government role in their economies.
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African States are in critical shortage of capital to finance big projects by their
own domestic capacity. The Chinese follow less bureaucratic approach and the
multiple instruments used in this respect are seen to be beneficial to secure the
much needed resource to break the African infrastructure and manufacturing
bottlenecks.

The long-run impact of the Chinese involvement in Africa along the lines of
governance, environment and natural resource extraction would remain to be
challenging for Africa.

Africa’s interest in ensuring technology transfer; employment generation;
economy diversification and structural change through industrialisation; trade
and commerce flows need to be wisely addressed by Chinese actors for a better
win—win relation.

Further research can be taken up in under researched areas such as the impact
of Chinese actors on multilateral and bilateral development actors role in Africa;
relevant collaboration mechanisms among the actors; future impact on sustain-
ability of natural resource extraction; Africa’s industrialisation and technology
transfer; global integration and institutional development; role of private actors
from China and Africa; sector-specific impacts of the relationship, and so on.
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