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Abstract

Foreign direct investment (FDI) has been one of the most important indicators in the
economic investment field for a long time, but economists never stop studying it. This study
will focus on the Chinese foreign direct investment into Africa. Although China and Africa
are far apart, the friendship between China and Africa has a long history and a solid
foundation. So, the following questions come: What are Chinese FDI policies over time?
Why do African countries attract Chinese foreign investments? Compared with other
countries’ investors, are Chinese investors different in Africa? In order to better understand
these questions, this study will list the common FDI determinants: institutional environment,
taxes, market size, geographic distance, infrastructure, government ownership, resource
endowment, labor costs, co-location (agglomeration), and trade openness. Then, this study
will do empirical analysis with the conditional logit model using fDi Market data from 2003
to 2019. Finally, this dissertation will compare Chinese FDI determinants with those from
other emerging countries like India and Russia.

Key words: Foreign Direct Investment (FDI), China, Emerging countries, India, Russia
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Abbreviation

BC: before Christ
CPC: Communist Party of China
FDI: foreign direct investment
FOCAC: Forum on China-Africa Cooperation
GDP: gross domestic product
IMF: International Monetary Fund
M&A: merge and acquisition
MNC: multinational company
MNE: multinational enterprise
OAU: Organization of African Unity
OECD: Organization for Economic Co-operation and Development
OFDI: outward foreign direct investment
PRC: People’s Republic of China
SEZ: special economic zone
UNCTAD: United Nations Conference on Trade and Development
USD: US dollar
USSR: Union of Soviet Socialist Republics
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Chapter 1. Introduction

1.1 Definition of Multinational Enterprises
UNCTAD, 1999 defines multinational corporations MNEs (transnational corporations) as
“incorporated or unincorporated enterprises comprising parent enterprises and their foreign
affiliates.” A parent enterprise or firm is defined as “an enterprise that controls assets of other
entities in countries other than its home country, usually by owning a certain equity capital
stake.” A foreign affiliate could be defined as “an incorporated or unincorporated enterprise
in which an investor, who is resident in another economy, owns a stake that permits a lasting
interest in the management of that enterprise.” Foreign affiliates may be subsidiaries,
associates, or branches. (UNCTAD, 2019b).
The first appearance of MNE was accompanied by the emergence of industrial capitalism and
the change in firm behavior until the 19th century. From the late 19th century into the early
20th century, the Second Industrial Revolution, also known as the Technological Revolution,
was a phase of rapid scientific discovery, standardization, mass production, and
industrialization. Under this background, with the advent of railways and steamships and the
introduction of inventions like the telegraph, a transportation and communication revolution
occurred, allowing firms to oversee and coordinate the operations of their facilities in
previously unimaginable ways. Good delivery and increased speed of information transfer are
crucial for multinational enterprises, enabling them to expand their operations and
increasingly penetrate national borders. However, during the Second World War, the chaotic
political landscape dramatically changed the situation for multinational enterprises, forcing
them to change the way they did business. As a result, many MNEs have chosen to
concentrate on their local home market and avoid foreign investments.
With the acceleration of globalization in the 1990s and 2000s, foreign direct investment rose
sharply due to the gradual reduction of trade barriers. Developing countries have gone
through a phase of liberalization and stabilization, their economies have opened up to foreign
investment, and improvements in information and communication technologies have helped
multinational enterprises to conduct their activities more efficiently than ever before. In
addition, the importance of financial activity and increased market liquidity have made it
easier for companies to expand their operations abroad.
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Figure 1 The 2,000 largest multinational companies, 2008-2017
(Sources: Forbes Global 2000; World Federation of Exchanges)
UNCTAD 1999 distinguishes them as follows: (UNCTAD, 2019b). (“FDI Ownership
Advantage,”)
• A subsidiary is an incorporated enterprise in the host country. Another entity directly
claims more than a half of the shareholders’ voting power and has the right to approve
or remove a majority of the administrative, management, or supervisory body
members.
• An associate is an incorporated enterprise in the host country in which an investor
owns a total of at least 10%, but not more than a half, of the shareholders’ voting
power.
• A branch is a wholly or jointly-owned unincorporated enterprise in the host country,
which may take the form of a permanent office of the foreign investor or an
unincorporated partnership or a joint venture. A branch may also refer to land,
structures, immovable equipment, and mobile equipment (such as oil drilling rigs and
ships) operating in other countries than the investor’s country.
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1.2 Definition of Foreign Direct Investment
Foreign direct investment (FDI) is defined as “an investment involving a long-term
relationship and reflecting a lasting interest and control by a foreign direct investor, resident
in one economy (foreign direct investor or parent enterprise) in an enterprise resident in an
economy other than that of the foreign direct investor (FDI enterprise, affiliate enterprise or
foreign affiliate).” The phrase “long-term” is used in the last definition in order to distinguish
FDI from portfolio investment, the latter characterized by being short-term in nature and
involving a high turnover of securities. According to the OECD iLibrary, 10 percent
ownership or more voting power in an enterprise in one economy by an investor in another
economy is evidence of such a relationship. (OECD, 2021)
The first formal survey of outward foreign direct investment in the United States was done by
the United States Department of Commerce towards the end of 1929, sought to measure “…
the amount of capital involved in the extension of American enterprise into foreign countries,
which include those commercial and industrial properties located overseas that belong to
inhabitants of the United States and its Territories…” (Lipsey, 2001)
FDI is a crucial element in international economic integration since it makes steady and longlasting joins between economies. FDI is an imperative channel for the transfer of innovation
between nations, promoting international trade by access to foreign markets, and becomes an
essential tool for economic development. The indicators covered in this group are inward and
outward values for stocks, flows, and income, by partner country, and by industry and FDI
restrictiveness.
Foreign direct investment (FDI) stocks present the total level of direct investment at a given
point of time, usually the end of a quarter or a year. The outward FDI stock is the esteem of
the resident investors’ equity in and net loans to enterprises in foreign economies. The inward
FDI stock is the esteem of the foreign investors’ equity in and net loans to enterprises resident
in the relative economy. FDI stocks are measured in USD and as a share of GDP. (OECD,
2021b)

Figure 2 FDI Stocks, 2020 or latest available
(Source: Benchmark definition, 4th edition (BMD4))
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Foreign direct investment (FDI) flows record the value of cross-border transactions related to
direct investment at a given time, usually the end of a quarter or a year. Outward flows
represent exchanges that increment the venture that financial investors within the announcing
economy have in enterprises in a foreign economy. Inward flows represent exchanges that
increment foreign investors' investment in resident enterprises within the relative economy
fewer exchanges that diminish the investment. (OECD, 2021)

Figure 3 FDI flows
(Source: Benchmark definition, 4th edition (BMD4))
FDI restrictiveness is an OECD index representing the degree of FDI openness of a country.
OECD set the rules by “looking at four main types of restrictions: foreign equity restrictions;
discriminatory screening or approval mechanisms; restrictions on key foreign personnel and
operational restrictions.” This index takes a value between 0 and 1, 0 for open and 1 for
closed. (OECD, 2021a)

Figure 4 FDI Restrictiveness
(Source: OECD FDI regulatory restrictiveness index)
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FDI implies making coordinated, stable, and long-lasting joins between (economies)
distinctive nationalities and countries. FDI energizes the exchange of innovation and knowhow between economies, positively impacting globalisation. (OECD, 2008)
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1.3 Current financial data
According to the World Investment Report 2021, “Global foreign direct investment (FDI)
flows fell by 35 percent in 2020, reaching $1 trillion, from $1,5 trillion in 2019. It is the
lowest level since 2005 and almost 20 percent lower than the 2009 trough after the global
financial crisis. In response to the COVID-19 pandemic, the lockdown around the world
slowed down existing investment projects, and the prospect of a recession led multinational
enterprises (MNEs) to re-assess new projects. The fall in FDI was significantly sharper than
the fall in the gross domestic product (GDP) and trade.” (UNCTAD, 2021)

Figure 5 FDI inflows, global and by group of economies, 2007-2020
“FDI plummeted in developed and transition economies, falling by 58 percent in both.
However, it decreased by a more moderate 8 percent in developing economies, mainly
because of resilient flows in Asia (up 4 percent). As a result, developing economies
accounted for two-thirds of global FDI, up from just under half in 2019.
Both the steep decline in developed economies and the relatively strong showing in Asia
were influenced to a significant degree by large fluctuations in a small number of conduit
economies.” (UNCTAD, 2021)
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Figure 6 Selected indicators of FDI and international production, 2020 and selected years
The table above used the Data from IMF (2021a), based on data from 168 countries for
income on inward FDI and 142 countries for income on outward FDI in 2020, in both cases
representing more than 90 percent of global inward and outward stocks, calculated only for
countries with both FDI income and stock data. Even though the sharp drop in glocal FDI
flows during the crisis, it is easy to find out that international production will continue to play
a critical role in fostering economic growth and development. Overall, FDI flows remained
positive, contributing to capital stocks in international affiliate networks.
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1.4 Dunning’s OLI theory and FDI classifications
In September 1993, John H. Dunning and Rajneesh Narula published the theory of
international production and the famous eclectic paradigm. (Dunning and Narula, 1993)
According to the eclectic paradigm, the motivation and type of a firm’s abroad activities are
determined by the extent to which they can obtain technology, know-how, resources, or other
income-generating assets that their rivals either do not possess or cannot obtain. Ownership
(O) specific advantages are defined as mentioned. Then, on the premise of having certain O
advantages, to promote FDI, the firm should consider how to own or control these valueadding activities. These are called internalization (I) specific advantages. Last but not least,
location (L) specific advantages mean that the parent firms need to benefit from creating
assets in a foreign country, combing with or adding value to their home country.
When the parent firm decides to invest overseas is based on different considerations. For this
reason, the motivations of FDI are certainly not one of a kind. Usually, the issue of FDI
motivations has not been treated as a separate field of study.
According to Dunning’s theory, the standard classification of FDI motivations is i) market
seeking; ii) resource seeking; iii) efficiency-seeking; iv) strategic asset seeking. (Franco,
Rentocchini, and Marzetti, 2008)
i.
Market seeking: firms invest abroad to profit from foreign markets. Many reasons
may lead to these seeking: lack of foreign production facilities; to adapt local needs
or tastes; engage new markets in order to discourage potential competitors.
ii.
Resource seeking: it is the most common motivation because the firm may not find
available resources in the host country or cheaper labor.
iii.
Efficiency seeking: “FDI that occur when firms take advantage of differences in the
availability and costs of traditional factor endowments in different countries; or they
take advantage of the economies of scale and scope and differences in consumer
tastes and supply capabilities.” (Dunning and Lundan, 2008)
iv.
Strategic asset seeking: sophisticated research and development technologies,
advanced managerial experience, company branding, high-quality human resources,
and logical marketing tactics are the significant strategic assets.
In summary, multinational companies engage in foreign direct investment activities under the
guidance of market seeking, with the primary purpose of exploring foreign markets and
finding more customers. Resource seekers are looking for things not available in their
domestic market or can be obtained at a lower cost abroad. Nevertheless, pursuing efficiency
aims to rationalize their existing operations in different locations and reduce their costs. The
benefits come from economies of scale and scope because companies can use different factor
endowments in different countries. Strategic asset seekers focus on developing strategic
resources critical to their long-term strategies, such as patents, advanced management
models, and organizational skills. The first two are the main strategic motivations in the
initial stage, while the latter is mainly in the higher stage.
According to Dunning’s theory, the investment development path can be divided into five
stages. In the first stage, a country receives very little FDI and makes no foreign investment.
The second stage attracts inward FDI and becomes a net FDI importer, achieving its first
outward FDI. In the third stage, the country draws considerable inward FDI due to its new
technology competencies and low labor costs, and its multinational companies began to

12

invest significantly abroad, but the country still plays the role of FDI importer. In the fourth
stage, the country is supposed to be developed, and it invests more outwards than it does
inward FDI, resulting in a positive FDI balance. In the last stage, the country finally achieves
a nearly equal inward and outward FDI balance. (Andreff, 2016)
When a multinational corporation plans to invest abroad, it is necessary to decide to establish
a new facility in its host country or purchase a local firm. These are two well-known modes
of foreign direct investment: greenfield investment (GF) and brownfield investment (crossborder mergers and acquisitions, M&A). (Haruka, 2021.)
Greenfield FDIs occur when multinational corporations enter host countries to build new
production factories or stories. The word “greenfield” refers to structures built on previously
undeveloped land. Green is also a synonym for new, referring to new construction projects
undertaken by corporations. There are many reasons why a firm decide to establish a new
facility instead of purchasing an existing one. The main reason is that a new facility allows
for more flexibility while also being more efficient in meeting the project’s requirements. In
addition, this offers an opportunity for hiring local employees. Countries also provide
potential companies with tax advantages, subsidies, and other incentives to encourage them to
engage in greenfield projects. However, greenfield FDIs also have downsides, such as more
risk for higher construction costs. (Scannell, 2010)
On the other hand, a brownfield investment, also called “cross-border mergers and
acquisitions, M&A” is when multinational corporations purchase or lease existing production
facilities in host countries. The obvious benefit of a brownfield investment strategy is that the
facility is already existed, lowering start-up costs. It is also possible to reduce the amount of
time spent on building. However, existing personnel, outdated equipment, entrenched
processes, and cultural differences are just a few challenges that firms may encounter.
(UNCTAD, 2021.)
In general, greenfield refers to starting from the beginning, and brownfield refers to
modifying or updating existing plans or projects.
Another classification depends on the motive for affiliate operations: vertical and horizontal
FDI. According to the “Knowledge capital model” by Markusen and Maskus (2002), vertical
FDI refers to those multinationals that spatially fragmented production process. They seek to
relocate a portion of the production chain abroad to benefit from lower production factors
cost or obtain control over local resources. On the other hand, multinational firms choose
horizontal FDI because they duplicate the same activities in serval nations. In addition, they
stem from a desire to avoid transportation costs or trade barriers. Therefore, they must
determine whether to build an alien plant to serve the market through exports. (Franco,
Rentocchini, and Marzetti 2008) Actually, it is impossible to distinguish between horizontal
and vertical FDI because horizontal FDI affiliates rely on the parent business for some
headquarter services, even though the firm duplicates the same industrial activity in multiple
countries. As a result, each horizontal multinational corporation has specific vertical
characteristics. (Protsenko, 2003)
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1.5 FDI in emerging economies
The world of an emerging market is diverse and defies a uniform narrative. Despite the lack
of a formal definition, emerging markets are generally defined by characteristics such as
sustained market access, progress in reaching middle-income levels, and increased global
economic relevance. Nonetheless, these economies are unique, and the distinction between
emerging markets and other developing economies is also imprecise. IMF identifies “the
following countries in the emerging market group, in alphabetical order: Argentina, Brazil,
Chile, China, Colombia, Egypt, Hungary, India, Indonesia, Iran, Malaysia, Mexico, the
Philippines, Poland, Russia, Saudi Arabia, South Africa, Thailand, Turkey, and the United
Arab Emirates. Two countries were excluded: Nigeria because of its classification as a lowincome country (eligible for IMF Poverty Reduction and Growth Trust financing) during the
sample period considered (2010-2020) and Qatar because of its population of less than 5
million.” (Duttagupta and Pazarbasioglu, 2021)
Following a brief halt in 2001-2004, foreign direct investment in emerging economies is
booming. Foreign investors look for local markets and export platforms based on local
resources like low-cost labor or natural resources. Although most investors strive to profit
from the market, resource-seeking investors found many large projects, giving them
significant weight in many FDI indices. Many investors may be driven by only one of the
goals at first, but most investors build a range of operations over time and serve domestic and
international markets. (Meyer, 2005)
There are several advantages for firms that choose to invest in emerging economies. The first
one is that FDI in emerging economies are less sensitive to financial and economic cycles
because these kinds of investment are usually greenfield. At the same time, FDI destined for
advanced economies predominantly take the form of M&A. Low labor costs, lack of social
security, and the openness of internal markets by many developing countries has played a
critical role. It has enabled many MNEs to conduct strategic investment activities abroad,
reduce costs and seek to reach out directly to a new potential pool of consumers in the target
countries.
Now, this dissertation will briefly discuss two cases about Indian FDI and Russian FDI,
which are two of the most potent emerging countries in the world.
According to Saikia (2012), the first OFDI from India was established as a textile mill in
Ethiopia by Birla in 1955. (Saikia, 2012) In the 1960s, Indian companies invested extensively
abroad. However, due to India’s restrictive OFDI legislation, the types of foreign investment
are limited to small joint ventures and only in some developing countries such as Kenya,
Uganda, Nigeria, Malaysia, Thailand, and Sri Lanka. Under the state’s strict policy
requirements, foreign investment activities are challenging to carry out. As the policy
liberalization pushes, Indian OFDI draws a booming. However, the Indian governmentsupported more joint venture projects than wholly-owned subsidiaries. In order to promote
the export of local equipment and goods, they focused on the market, seeking investments not
only to neighboring host countries but also to the Middle East and some African countries,
especially to countries that have vast numbers of Indian origins people. Compared to other
BRICs’ multinational companies, Indian MNCs have benefited from a first-mover advantage.
(Andreff, 2016)

14

Most of the Indian companies investing abroad before the 1990s were market-seeking types.
They are mainly conglomerates. They stood out from the competition with other developing
countries under their sample technology, low product differentiation, and labor-intensive
industries. With the liberalization of the Indian government’s trade policy, the accumulation
of domestic market experience, and the improvement of the industrial level, more and more
Indian companies have begun to invest in developed countries. After entering the 20th
century, India’s foreign direct investment turned to high-tech fields, such as the Indian IT
industry. According to Ruet’s study in 2010, one of the critical elements of the success of
some well-known Indian multinational countries is the conglomeration structure. (Joël Ruet,
2010) Moreover, the aim is for better R&D better skills in infrastructure and strategic assets.
Ultimately, Indian MNCs switched from market-seeking to asset-seeking. Indian MNCs are
small-sized compared to other countries’ MNCs. However, they can acquire foreign
companies, which are more significant than themselves by M&A. Since the 2000s, Indian
multinational companies have improved their international competitiveness by combining
acquired leading global technologies with cheap domestic labor costs. (Andreff, 2016)
The industrial distribution of Indian OFDI reflects a change from essentially market seeking
to a more asset-seeking strategy. (Kumar, 2006) According to Andreff’s (2016) study, he
pointed out that “Since 1991, about 60% of Indian OFDI concentrated in IT, communication,
software and media, trade, banking, and finance. Power generation, electronic equipment,
telecom, chemicals, pharmaceuticals, and software development were among the
predominant investors abroad within the manufacturing industry. Knowledge-based
industries- software and IT, depository institutions, professional, technical and scientific
services have heavily invested abroad since 2000…….” (Andreff, 2016) He also summarized
that large-scale Indian MNCs are increasingly able to utilize their competitive advantages
even in developed countries, thanks to their maturing technical strength. As a result,
manufacturing has supplanted services as the dominant source of OFDI in the 2000s, and the
primary sector’s share is currently proliferating. Moreover, due to the 2010’s global
economic crisis, Indian outward foreign direct investments have turned back into services,
including financial and insurance services, entertainment and broadcasting, construction, and
telecommunication.
Another powerful emerging country is Russia. Before discussing the Russian foreign direct
investment, this dissertation has to analyze the Union of Soviet Socialist Republics' (USSR)
foreign investment. Many scholars are willing to compare China and USSR because China
and USSR are both communist countries, but there are still many differences between the two
countries regarding foreign investment. Compared with other countries, the former Soviet
Union opened up to foreign direct investment late. After the Second World War, the domestic
policy situation was turbulent, and the investment environment was poor. As a result, after
the disintegration of the USSR, Russia did not have an excellent start to foreign direct
investment. Therefore, when explaining the evolution of outward FDI from the Russian
Federation, one of the crucial elements is the state's role. (Kalotay and Sulstarova, 2010a)
During the presidency of Boris Yeltsin (1991-1999), the Russian government actively
facilitated the establishment of large private monopolies that would be the precursors of
future Russian multinational companies. However, the President did not propose any other
policies to promote foreign direct investment (neither economic policy nor political policy).
As a result, it was not until the end of 1998 that the aftermath of the Russian financial crisis
saw a rapid increase in Russian OFDI. (Andreff, 2016)
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Things changed during the presidency of Vladimir Putin (1999-2008). Since around 1999,
most of Russia’s 100 largest companies have shifted to multinational. As a result, Russian
MNCs benefited from the accelerated globalization of the world in the early 2000s. Thanks to
various favorable international factors, including persistently high prices for essential export
products, the Russian economy has experienced a remarkable recovery and is now once again
a major player in the world economy. (Panibratov and Kalotay, 2009)
Following in the footsteps of the former Soviet Union, the initial foreign investment strategy
adopted by Russian multinational enterprises was the type of market seeking through
previous exports. Moreover, Russia’s resource seeking is concentrated in the oil, gas, and
mining extraction industry. However, since the beginning of the 20th century, Russia has
started asset-seeking foreign investment by acquiring Western technology and R&Dintensive enterprises. Through cross-border M&A, they can strengthen their international
competitiveness, thereby gaining a monopoly or oligopoly in the international market.
(Andreff, 2016)
“The expansion of non-natural resource-based companies abroad is a very recent
phenomenon. For example, the Russian producer of anti-virus software, Kaspersky Lab as an
outward investor is a lonely competitor of the outward software powerhourse of India”, said
Kalman. (Kalotay, 2005) According to Kalotay and Sulstarova’s analysis of Russia’s foreign
direct investment industrial sector, the largest group is the oil and gas industry, the second
largest is metal processing, and the third group is telecommunications. Russian foreign
investment characteristics are that Russian MNCs are overrepresented in natural resource
exploitation, mining, and metallurgical industries compared to other emerging economies.
(Kalotay and Sulstarova, 2010b)
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Chapter 2. The evolution of Chinese policies of FDI

On the 1st of October 1949, the Communist Party of China (CPC) president, Mao Zedong,
formally proclaimed the establishment of the People’s Republic of China (PRC) in Beijing.
Over the past 70 years, China has consistently pursued an independent foreign policy peace
and conducts friendly cooperation with other countries. The Chinese economy has been
closely connected with the world’s economy. It has witnessed Chinese Foreign Direct
Investment (FDI) from scratch, from hard beginning to comprehensive development. In the
following section, the development process of China’s FDI has been divided into five stages.

2.2 1949-1978: difficult exploration stage
This stage was from the founding of the PRC (1949) to the Third Plenary Session of the
Eleventh Central Committee of the CPC (1978), when the reform and opening-up policy was
proposed. On the eve of the founding of the PRC, the Kuomintang authorities transferred a
large amount of national wealth and capital to Taiwan. After the North Korean War, China
was subjected to severe international embargoes and blockades by the United States and other
Western countries. In addition, the poverty and weakness caused by years of war made it
impossible for the new China to support the basic construction of the national economy at
that time. The top priority is to solve the people’s food and clothing problem. Facing the
harsh domestic and international economic environment, production factors such as capital,
technology, and talents are severely lacking. During this period, China could not carry out
large-scale foreign investment activities. The only inherited overseas investment companies
are mainly concentrated in Hong Kong. For example, China Merchants Group Limited is
responsible for transferring all domestic goods to Hong Kong. China Resources (Holdings)
Company, Limited, is responsible for importing materials and organizing exports to Hong
Kong. And other state-owned enterprises such as China Travel Service (Holdings) Hong
Kong Limited. These “Three State-owned Enterprises” stationed in Hong Kong have
accumulated valuable experience for foreign economic, trade, and investment activities.
(Gao, Xin, and Sun, 2019)
From the middle and late 1950s to the middle and late 1970s, China assisted Vietnam,
Albania, North Korea, Tanzania, Zambia, and other Asian, African, and Latin American
countries. However, it belongs to the needs of diplomacy and international political strategy,
and the enterprise has no decision-making authority, so it does not belong to the scope of
foreign direct investment.
Regarding foreign investment policies, government departments mainly provided adequate
policy support to several state-owned enterprises in Hong Kong-based on their development
situations. In 1978, the central government approved the “Request for Making Full Use of
Hong Kong China Merchants Issues,” allowing China Merchants Group Limited to expand
its independent management authority and fully carry out economic and trade activities.
Hong Kong’s political position, Chinese business network, neighboring location, and
economic and trade environment make it the only region for China’s FDI during this period.
It is one of the important reasons Hong Kong became the “first stop” for many Chinese
mainland companies’ foreign investment. (Gao, Xin, and Sun, 2019)
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2.2 1979-1992: initial development stage
In 1978 the Chinese government, dominated by Deng Xiaoping, adopted one of the most
critical policies, which Westerners have referred to as the “open-door policy.” This policy has
altered China’s development strategy from one based on self-sufficiency to one of active
participation in the world market. In late that year, famous China’s economic reforms were
launched. Under these conditions, the government subsequently established four special
economic zones (SEZs)- Shenzhen, Zhuhai, Xiamen, and Shantou. Furthermore, other areas
for foreign investment include the open coastal cities, the economic and technology
development zones, the delta open zones, the open peninsula zones, the open border cities,
and the high-tech industry development zones. (Chen, 2017)
The promulgation of the Equity Joint Venture Law (Sino-foreign Joint Ventures) in July 1979
formally opened China’s market to the world. The law provided foreign investors with a legal
framework to form equity joint ventures with Chinese partners. In addition, the law pointed
out that China permits foreign companies, enterprises, other economic entities, or individuals
to incorporate themselves in the territory of China to joint ventures with local Chinese
companies, enterprises, or other economic entities, and the state shall not nationalize or
expropriate foreign investment interest. (Kobayashi, 1999)
In August 1979, the State Council promulgated the “Fifteen Measures on Economic Reform.”
The thirteenth item clearly stated that “going abroad to set up enterprises” was allowed, thus
kicking off the prelude to the international cooperation in the form of FDI by Chinese
mainland enterprises. Then, in 1992, Deng Xiaoping made a speech on his southern tour. This
tour set the scene for China’s move away from the formerly uneven regional implementation
to a nationwide application of available policies for FDI. (Gao, Xin, and Sun, 2019)
From this, China began to build a socialist market economic system and sought to expand
foreign investment and transnational operations of Chinese enterprises actively. During this
period, the relatively good domestic policy environment pushed FDI activities to climax.
With the reform of the market-oriented economic system that China began in 1992 and the
acceleration of the opening-up process, companies have gained greater operational autonomy.
As a result, companies that have achieved leading advantages, particularly to expand market
space, began to develop or expand FDI consciously. (Kobayashi, 1999) During this period,
FDI was characterized by small investment and mainly expanding trade, with few
participating enterprises, mainly concentrated in Beijing, Shanghai, Guangzhou, and other
places. The main body of foreign investment is all state-owned enterprises. The investment
industry has gradually changed from foreign economic and trade enterprises to multi-industry
enterprises, from the initial service industry such as catering and construction engineering to
more than 20 industries such as mechanical processing, resource development, and
transportation. The establishment of corresponding supporting policies takes standardization
and management as the primary function. (Zhou et al., 2009)
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2.3 1993-1999: adjustment stage
The domestic and foreign environment of China’s FDI changed significantly in 1993. The
domestic economy has “overheated” due to total supply and demand imbalance. The
government has adopted measures to curb inflation to “tighten money,” policies to reduce and
control the scale of investment and credit. In addition, Western developed countries have
imposed a new round of economic sanctions on China. Some state-owned enterprises have
begun to show that blind investment has led to losses, and it seems that foreign investment is
a phenomenon of capital flight. Therefore, from 1993 to the first half of 1996, the central
government began to clean up and rectify overseas investment enterprises. (Kobayashi 1999)
The Ministry of Foreign Trade and Economic Cooperation to issue a notice on strengthening
the management of overseas enterprises and draft the “Regulations on the Management of
Overseas Enterprises” to clarify the foreign investment management functions of various
government departments and strengthen the approval policies and foreign exchange controls.
History has proved that for the vast majority of enterprises that had insufficient reserves of
capital and technology and other production factors at that time, this was the correct measure
to comply with the requirements of the objective environment. (Gao, Xin, and Sun, 2019)
Due to the emergence of the wave of world economic integration in the mid-1990s, which
triggered the general prosperity of trade protectionism in various countries, the Chinese
government began to pay attention to and encourage FDI. In 1997, the 15th National
Congress of the Communist Party of China established the strategic policy of making full use
of the "two markets, two resources" at home and abroad and encouraged the development of
foreign investment with international comparative advantages. In 1998 at the National
Conference on Foreign Trade and Economic Cooperation, the State Council further proposed
"actively guiding and promoting China's comparatively advantageous processing and
assembly in foreign countries and encouraging enterprises with economic and technical
strength to invest and set up factories overseas." After the Asian financial crisis in 1998, the
RMB (Yuan, Chinese official currency) experienced a relative appreciation. In order to
expand exports, strive for foreign exchange and create employment, the State encourages
enterprises to carry out overseas processing and assembly business. It provides preferential
policies for domestic enterprises in textile, home appliances, machinery, and electronics
industries to invest and set up factories overseas in the form of overseas processing trade.
(Gao, Xin, and Sun, 2019; Chen, 2017)
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2.4 2000-2012: rapid development stage
In the first few years after entering the 21st century, China’s FDI ushered in the second
climax of development, mainly due to the changes in the domestic and foreign economic
system environment. In 2000, the central government’s “going global” opening strategy and
China’s entry into the World Trade Organization (in 2001) significantly strengthened the
motivation of overseas investment by mainland enterprises. As a result, some high-quality
private enterprises either rely on trade forms or directly carry out mergers and acquisitions
and quickly join the ranks of overseas investment.
The “going global” strategy was formally proposed during the Third Session of the Ninth
National People’s Congress in March 2000. Jiang Zemin, the president of the CPC of that
period, pointed out that as China’s economy continues to develop, people must actively
participate in international economic competition and strive to seize the initiative. Therefore,
it is necessary to implement the “going global” strategy without losing any opportunity,
closely combining the “bringing in” and “going global” strategy, making better use of both
domestic and foreign resources and two markets. (“China Going Global” 2017) (Economic
Information Department of China Council for the Promotion of International Trade, 2007)
The final clarification of the “going global” strategy was held in October 2000 at the Fifth
Plenary Session of the 15th CPC Central Committee. This committee was held at the turn of
the century when China was about to complete the Ninth Five-Year Plan, and the economic
reform, opening up, and modernization drive entered a new stage of development. (Zhou et
al., 2009) The plenary meeting reviewed and approved the “Recommendations of the Central
Committee of the CPC on Formulating the Tenth Five-Year Plan for National Economic and
Social Development.” The Proposal pointed out that China’s opening to the outside world
will enter a new stage during the “Tenth Five-Year Plan” period. In implementing the
fundamental national policy of opening to the outside world, an effective content during this
period and even a more extended period is implementing the opening strategy of “going
global.” (Long, 2005)
In October 2007, at the Fifth Plenary Session of the Sixteenth Central Committee of the
Communist Party of China, the Recommendation stated that China must continuously deepen
its economic reform and opening-up policy and implement a win-win strategy to achieve
mutual benefits. For example, support qualified enterprises to “going global,” invest overseas
following internationally accepted rules, encourage overseas project contracting and labor
export and expand mutually beneficial cooperation and joint development. So far, the “going
global” strategy has been fully implemented. (China Council, 2007)
During this period, many well-known brand companies and resource-seeking companies such
as TCL, Lenovo, and Haier have actively participated in overseas investment and
international competition. In addition, China’s successful response to the global financial
crisis in 2008 created further favorable environmental conditions for China to carry out
foreign economic and trade investment, and China also opened the history of affecting the
modern world economy. As a result, at the end of 2011, China’s FDI was above 50 billion
U.S. dollars. (UNCTAD, 2011) (See figure below)
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Figure 7 Global FDI inflows, top 20 host economies, 2009 and 2010
During this period, the policy system of FDI has also undergone significant changes. Fifteen
years of WTO accession negotiations have forced some economic system reforms in
domestic foreign trade and related fields. The government began to attach importance to the
economic effects of FDI in economic growth and trade promotion, then issued a series of
supporting and guiding policy documents, in particular, the “Decision of the State Council on
the Reform of the Investment System” promulgated in July 2004 changed the foreign
investment project, and delegate part of the review authority to the local government. (Long,
2005)
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2.5 2013- present: full development stage
After the 18th National Congress of the CPC was held in 2012, China’s FDI entered a new
development stage. As a result, China has gradually been able to elevate itself from adapting
to the international investment environment to create an international investment
environment. A meaningful sign is to actively promote the joint construction of the “The Belt
and Road” initiative. (Gao, Xin, and Sun 2019)
“The Belt and Road” is a brief construction of the “Silk Road Economy” and “21st Century
Maritime Silk Road”. In September and October 2013, Chinese President Xi Jinping put
forward the cooperation of the “New Silk Road Economic Belt” and “21st Century Maritime
Silk Road,” respectively. Its core content is “policy coordination, infrastructure building,
unimpeded trade, financial integration, and people to people exchanges” (referred to as the
“five links”). Its strategic goal is to innovate growth and development models through the
cooperation options and development momentum for world development and create inclusive
development of a community with a shared future for humankind. (Wikipedia, 2021)
Rely on the existing bilateral and multilateral mechanisms between China and relevant
countries. Based on the extension of existing and effective regional cooperation platforms,
the Belt and Road Initiative invokes historical symbols like the ancient Silk Road to develop
economic partnerships with countries along the route actively. Further, the Belt and Road aim
to build a community of interests and destiny, i.e., a community of mutual political trust,
economic integration, and cultural inclusion. (R. Li and Cheong, 2019) On March 28, 2015,
the National Development and Reform Commission, the Ministry of Foreign Affairs, and the
Ministry of Commerce jointly issued the “Vision and Actions on Jointly Building Silk Road
Economic Belt and 21st Century Maritime Silk Road”. It entirely considers the characteristics
of China’s national condition of “strong foreign exchange reserves but poor returns and
surplus production capacity with production advantages but a surplus in the country.”
Relying on a policy-driven approach, the Belt and Road policy has enabled China to forge
more extensive and comprehensive relationships with these countries. This is because it
leverages China's comparative advantages in various areas (e.g., foreign exchange reserves,
industrial production capacity, product value for money, etc.) to invest in infrastructure and
industrial parks in developing countries with a strong demand for cooperation. (J. Li et al.,
2021) The close trade and investment relationship realize an equal and win-win development
model that is not commodity dumping and resource seduction. In addition, the “Belt and
Road” initiative will help optimize the global layout of China’s FDI by adjusting the spatial
flow of FDI. The “Belt and Road” region, which accounts for more than 20% of the total
global trade, has not yet become a significant investment location in China. However, it has
enormous investment potential for traditional manufacturing. Both opportunities and risks
coexist. (Ministry of Commerce of the People’s Republic of China, 2015) Since then, China
has entered a two-way balanced development stage of foreign investment and the use of
foreign capital. In addition, the introduction of foreign capital and foreign investment through
the domestic free trade zone has further promoted the development of two-way investment.
It is worth noting that in mid-2017, the central government successively promulgated the
“Opinions on improving the safety work of overseas enterprises and foreign investment” and
the “Guiding Opinions on Further Guiding and Regulating the Direction of Overseas
Investment,” which stopped the continuous spread and expanded non-real economy FDI. In
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addition, the source of funds behind this type of investment is primarily significant domestic
financing with a high leverage ratio, which implies more significant financial risks. Facing
the strict investment review and complicated investment environment in the United States,
Australia, and other countries today, this policy measure appeared to be particularly timely
and correct two years ago. (Ministry of commerce of the People’s Republic of China 2017;
Gao, Xin, and Sun 2019; J. Li et al., 2021)
At present, China’s FDI is mainly concentrated in the commercial service industry,
manufacturing industry, mining industry, wholesale and retail industry, financial industry,
and construction industry. In addition, the investment model covers various types such as
greenfield investment, cross-border mergers and acquisitions, equity financing, cooperative
alliances, and overseas listings. Among them, cross-border mergers and acquisitions have
gradually become the leading investment model, and the proportion of foreign investment
that can drive domestic economic development is gradually increasing in market acquisition
and technology acquisition. (Ministry of commerce of the People’s Republic of China 2018;
2019; 2020)

Summary
Over the past 30 years, China’s economic reform and opening-up have made remarkable
achievements. However, at the same time, there are also problems such as lack of top-level
design, lack of strategy, and lack of attention to improving the international development
environment. (“2020 belt and road initiative report,”) There is an urgent need to strengthen
the system integration of reform and opening measures. Promoting reform through opening
up is the whole experience of China’s reform and opening up. The secret of its success lies in
introducing external supervision for corporate governance and government governance by
actively integrating into the world market to improve governance efficiency. However,
neither the macro-medium nor the micro-level external supervision created by reforms for
more than 30 years is not the real external supervision. The main body for supervision is only
the incarnation of the governor to a certain extent, not the main body from outside the
governance system. Therefore, the problem of inefficiency still cannot be solved. (Wang
2020) China's reforms urgently need to be intensified comprehensively to address
fundamental issues. "The Belt and Road" initiative is not only the general program for
China's opening to the outside world but also the general key to comprehensively deepening
reforms. At present, in the context of the new normal of the economy and the "idle" of
reforms, it is urgent to strengthen the construction of a new open economic system led by
"The Belt and Road" initiative and comprehensively promote the reform and development of
various fields in China. (Long, 2005; UNCTAD, 2021)
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Chapter 3. Description of Chinese FDI in Africa

3.1 The history and current situation of China-Africa relation
Although China and Africa are far apart, the friendship between China and Africa has a long
history and a solid foundation. As early as the second century BC, China's Han Dynasty and
Africa had begun to understand each other and indirectly exchanged their unique products
and treasures.
The Tang Dynasty (6th - 9th centuries) began to formally and directly communicate with the
Arab Empire that ruled Northern Africa at that time. The development of the shipping
industry during the Song Dynasty (10th – 13th centuries) led to the further development of
personnel and product exchanges between China and Africa. As a result, Chinese products
appeared in large numbers on Africa's Northern and Eastern coasts and penetrated the inland
areas of Africa such as Zimbabwe. The Ming Dynasty (14th – 17th centuries) was the most
crucial period in the history of ancient exchanges between China and Africa. In the 3rd
Emperor of the Ming Dynasty, China-Africa relations reached their peak, and friendly
relations have developed to the point where official representatives of the two sides visited
each other. (“The History of Sino-Africa Relations,”)
The founding of the PRC and the independence of African countries ushered in a new era of
China-Africa relations. For more than half a century, the two sides have had close political
relations, frequent exchanges of high-level visits, frequent personnel exchanges, the rapid
development of economic and trade relations, fruitful cooperation in other fields, and
increasingly strengthened consultations and coordination in international affairs. China has
aided within its capacity to African countries, and African countries have also given China
much strong support. “Sincerity, equality and mutual benefit, solidarity and common
development are the principles guiding China-Africa exchanges and cooperation, and they are
also the driving force for the everlasting prosperity of China-Africa relations,” China’s Africa
Policy white paper declares. (“The History of Sino-Africa Relations,”; Li, 2016)
At the Asian-African Conference held in Bandung in April 1955, the leaders of China and
Africa had direct meetings and contacts for the first time. The first African country to
establish diplomatic relations with China was Egypt (30th May 1956), which marked a new
stage of development for China-Africa relations. Since then, African countries that have
successively gained independence have established diplomatic relations with China. So far,
among African countries, only Swaziland has no diplomatic relations with China.
After 1979, China-Africa relations entered a new stage of development. During this period,
China has implemented economic reforms and an “open-door policy,” and the focus of its
work has shifted to the center of economic construction. (Wang, 2020) As a result, ChinaAfrica relations have become more mature and pragmatic and have further developed on the
original basis, some new characteristics have emerged. Since the 1980s, with the
development of Sino-African trade, Africa's dependence on China's trade has increased year
by year, and the role of China in promoting the African economy has continued to increase.
As a result, China and Africa's economic and trade relations have continued to deepen, and
cooperation has strengthened.
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In October 1999, The president Jiang Zemin personally wrote to the Organization of African
Unity (OAU) Secretary-General and relevant heads of state, formally issuing an initiative to
host a China-Africa Cooperation Forum, which received a warm response from African
countries. As a result, on October 12th, 2000, the first ministerial meeting of the Forum on
China-Africa Cooperation (FOCAC) was held in Beijing. (Wang, 2020) The following figure
is the FOCAC logo.

Figure 8 FOCAC logo
(source: https://en.wikipedia.org/wiki/Forum_on_China%E2%80%93Africa_Cooperation)
The red “C” on the left wing of the FOCAC represents China, while the whole logo is the
letter “a,” representing Africa. The logo stands for solidarity and cooperation between China
and Africa, with the green color symbolizing peace and development and the red indicating
vitality and prosperity. Its objectives are: Equal consultation, enhancing understanding,
expanding consensus, strengthening friendship, and promoting cooperation. (Wikipedia,
2021b) According to the consensus reached between China and Africa, the ministerial
meeting of the FOCAC is held every three years and alternately held in Chinese and African
countries. The establishment of the FOCAC is a pioneering work in the history of ChinaAfrica relations and China’s diplomacy. It is an essential and valuable exploration for these
Chinese governments to further consolidate friendly relations with African countries and
welcome the new century. Since then, six ministerial meetings have been held successively in
Addis Ababa, the capital of Ethiopia, Beijing, Sharm el-Sheikh, Egypt, Beijing,
Johannesburg, South Africa, and Beijing. (Wang, 2020; Dahman-Saïdi, 2013)
Since its establishment, the FOCAC has gradually expanded from political cooperation based
on ideology to comprehensive cooperation in various fields, including politics, economy,
culture, society, and security. The fundamental reason why China-Africa cooperation
continues to leap to a new level is that the Chinese government has always followed the
principles of equality, mutual benefit, and mutual respect in cooperation. More importantly,
the philosophy of “true, practicability, amity, and honesty” for the community with a shared
future for China and Africa, published in March 2013, became the guiding principles for
promoting the construction of a closer relationship. It can be seen that many policy
propositions of the FOCAC are in the same line with the “Belt and Road” initiative, which is
the principle of mutual consultation, joint construction, and shared benefits. (Wang, 2020;
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Dahman-Saïdi, 2013) As a regional cooperation platform, the Forum on China-Africa
Cooperation provides solid theoretical support for the multilateral cooperation mechanism of
the “Belt and Road” global initiative and plays an important leading role.
In addition, with the ever-expanding and deepening China-Africa cooperation, various subforums have been established within the framework of FOCAC. They include the ChinaAfrica People’s Forum, China-Africa Yong Leaders Forum, Ministerial Forum on ChinaAfrica Health Cooperation, Forum on China-Africa Media Cooperation, China-Africa
Poverty Reduction and Development Conference, FOCAC-Legal Forum, Forum on ChinaAfrica Local Government Cooperation, and China-Africa Think Tanks Forum. (Wikipedia,
2021b)
In general, the relationship between China and Africa is both historical and multidimensional.
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3.2 Chinese foreign direct investment into Africa
This section introduces the development trend of Chinese foreign direct investment (FDI)
globally, mainly focusing on the African countries. It shows the regional distribution of
Chinese FDI into Africa and the distribution of investment sectors. Thanks to the ministry of
commerce of the People’s Republic of China, they began to organize the compilation and
release of “Report On Development of China’s Outward Investment and Economic
Cooperation” from 2010. All the following data are based on these reports from 2013 to
2020, representing the entire development stage of Chinese FDI.
3.2.1 Development trend of China’s FDI in the world
In 2013, China’s FDI exceeded $100 billion for the first time, and the flow of foreign direct
investment ranked third in the world for two consecutive years. According to the data from
the “2013 Statistical Bulletin of China’s Outward Foreign Direct Investment ”, China’s FDI
flow was $ 107.84 billion, an increase of 22.8% year on year, and the growth rate was more
than four times the growth rate of the global foreign investment flow. As a result, China’s
outward investment flow accounted for 7.6% of the global FDI outflow, increasing 1.3
percentage points from the previous year. As of the end of 2013, China’s stock of FDI was
$ 660.48 billion, accounting for 2.5% of the global FDI outflow stock during the same period.
(Ministry of Commerce of the Peolple’s Republic of China National Bureau of Statistics
State Administration of Foreign Exchange, 2013; Ministry of commerce of the People’s
Republic of China, 2013)
In 2014, China’s FDI flow hit a record high of $ 123.12 billion, a year-on-year increase of
14.2%, ranking it as the third-largest foreign investor in the world for three consecutive years.
Since the authoritative release of annual data by relevant Chinese authorities in 2003, China’s
FDI has achieved rapid growth for 12 consecutive years. The average annual growth rate
from 2010 to 2014 reached 15.7%. As of the end of 2014, China’s FDI stock was $ 882.64
billion, a significant increase of 33.6% from the previous year. (Ministry of Commerce of the
Peolple’s Republic of China National Bureau of Statistics State Administration of Foreign
Exchange, 2014; Ministry of commerce of the People’s Republic of China, 2014)
In 2015, China’s FDI achieved a historic breakthrough, reaching $ 145.67 billion. For the
first time, the FDI flow ranked second globally, accounting for 9.9% of the world. As a
result, China has become a well-deserved international investment country. (Ministry of
commerce of the People’s Republic of China, 2015; National Bureau of Statistics State
Administration of Foreign Exchange, 2015)
According to the “Statistical Bulletin of China’s Outward Foreign Direct Investment” of the
Ministry of Commerce, in 2016, China’s outward direct investment developed rapidly, and
the outward investment flow reached a record high, reaching $ 196.15 billion, an increase of
34.7%, maintaining the second place in the world and accounting for the global share. It
exceeded 10% for the first time and became a major international investment country.
(National Bureau of Statistics State Administration of Foreign Exchange, 2016; Ministry of
commerce of the People’s Republic of China, 2016)
According to the “2017 Statistical Bulletin of China’s Foreign Direct Investment”, China’s
two-way direct investment inflows and outflows tend to be balanced, and China’s FDI flows
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reached $ 158.29 billion, ranking third in the world. (Ministry of commerce of the People’s
Republic of China, 2017; National Bureau of Statistics State Administration of Foreign
Exchange, 2017)
In short, growth momentum in the world economy, slowing growth in trade in goods, and
continued shrinking global direct investment flows, China’s economy improved steadily in
2018, and FDI developed steadily and orderly. According to the “2018 Statistical Bulletin of
China’s Foreign Direct Investment”, China’s FDI flow in 2018 was $ 143.04 billion, a yearon-year decrease of 9.6%, returning from third place in the world last year to second place,
accounting for 14.1% of the global share. Although the scale of FDI has shrunk, the
investment structure has been further optimized, and investment quality and efficiency have
been improved. (National Bureau of Statistics State Administration of Foreign Exchange,
2018; Ministry of commerce of the People’s Republic of China, 2018)
In 2019, China’s foreign investment cooperation faced complex international and domestic
situations. Nevertheless, they maintained a healthy and orderly development, showing new
development trends in the distribution of investment regions, industry distribution,
investment structure, cooperation with the “Belt and Road,” and scale of foreign contracted
projects. In 2019, the world economic growth rate dropped to the lowest level since the
financial crisis, the growth rate of global trade in goods slowed down significantly, while the
outflows of FDI increased by 33.2% year-on-year after three consecutive years of decline.
However, the Chinese economy was generally stable, and the level of opening up to the
outside world improved continuously. Relevant bureaus actively guided qualified Chinese
enterprises to “go global,” and the development quality improved steadily. In 2019, China’s
outward FDI flowed reached $ 136.91 billion, ranking second globally. (Ministry of
commerce of the People’s Republic of China, 2019; National Bureau of Statistics State
Administration of Foreign Exchange, 2019)
The “Interim World Economic Outlook” issued by the Organization for Economic
Cooperation (OECD) in September 2020 predicted that due to the COVID-19 outbreak, the
global economy would shrink by 4.5% in 2020, and the Chinese economy would become the
only G20 country to maintain a positive growth rate of 1.8%. (National Bureau of Statistics
State Administration of Foreign Exchange, 2020; Ministry of commerce of the People’s
Republic of China, 2020)
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Figure 9 outward of FDI flows of China
(Source: REPORT ON DEVELOPMENT OF CHINA’S OUTWARD INVESTMENT AND
ECONOMIC COOPERATION 2020)

Figure 10 global rankings of China's outward FDI flows
(Source: REPORT ON DEVELOPMENT OF CHINA’S OUTWARD INVESTMENT AND
ECONOMIC COOPERATION 2020)
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Figure 11 outward of FDI stock of China
(Source: REPORT ON DEVELOPMENT OF CHINA’S OUTWARD INVESTMENT AND
ECONOMIC COOPERATION 2020)

Figure 12 global rankings of China's outward FDI stock
( Source: REPORT ON DEVELOPMENT OF CHINA’S OUTWARD INVESTMENT AND
ECONOMIC COOPERATION 2020)
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3.2.2 Development trend of China’s FDI in Africa
In 2013, China’s investment flow in Africa was $ 3.37 billion, increasing 33.9% yearly. As of
the end of 2013, the stock of Chinese enterprises’ investment in Africa was $ 26.19 billion,
increasing approximately 52 times compared with 2003. According to the data released by
the “2014 World Investment Report”, in 2013, the inflow of foreign capital in Africa was
$ 57 billion, and China’s direct investment in Africa accounted for 6% of the total inflow of
foreign capital in Africa that year. The scale of investment has expanded, but the proportion
is still low. (Ministry of commerce of the People’s Republic of China, 2013; National Bureau
of Statistics State Administration of Foreign Exchange, 2013)
Affected by the weak recovery of the global economy, fluctuations in international
commodity prices, and the Ebola epidemic, in 2014, China’s direct investment in Africa was
$ 3.2 billion, a decrease of 5% from the previous year. It accounted for 2.6% of China’s FDI
in that year. As of the end of 2014, China’s investment stock in Africa was $ 32.35 billion,
accounting for 3.7% of China’s FDI stock. In general, the scale of investment has declined.
(National Bureau of Statistics State Administration of Foreign Exchange, 2014; Ministry of
commerce of the People’s Republic of China, 2014)
Affected by the global economic environment and other factors, China’s outward direct
investment to Africa was $ 2.98 billion in 2015, a year-on-year decrease of 7%, and it
accounted for 2% of that year’s outward direct investment flow. By of the end of 2015,
China’s investment stock in Africa was $ 34.69 billion, accounting for 3.2% of China’s FDI
stock. (Ministry of commerce of the People’s Republic of China, 2015; National Bureau of
Statistics State Administration of Foreign Exchange, 2015)
In 2016, China’s outward direct investment in Africa was $ 2.4 billion, a year-on-year
decrease of 19%, accounting for 1.2% of that year’s outward direct investment. By the end of
2016, China’s investment stock in Africa was $ 39.88 billion, accounting for 3.0% of China’s
foreign investment stock. (National Bureau of Statistics State Administration of Foreign
Exchange, 2016; Ministry of commerce of the People’s Republic of China, 2016)
In 2017, China’s outward direct investment in Africa was $ 4.11 billion, contributing to
70.8%, making it the fastest-growing target market in the continent. That year, direct
investment in Africa accounted for 2.6% of the direct investment flow. At the end of 2017,
China’s investment stock in Africa was $ 43.3 billion, accounting for 2.4% of China’s foreign
investment stock. (Ministry of commerce of the People’s Republic of China, 2017; National
Bureau of Statistics State Administration of Foreign Exchange, 2017)
In 2018, when global direct investment fell sharply, and China’s outward investment flow
also declined, China’s outward direct investment to Africa was $ 5.39 billion, a year-on-year
increase of 31.5%, making it the second-fastest-growing target market among the five
continents. China’s direct investment in Africa accounted for 3.8% of the FDI flow that year,
increasing 1.2% points from the previous year. As of the end of 2018, China’s investment
stock in Africa was $ 46.1 billion, accounting for 2.3% of China’s foreign investment stock.
(National Bureau of Statistics State Administration of Foreign Exchange, 2018; Ministry of
commerce of the People’s Republic of China, 2018)
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In 2019, with the overall reduction in China’s outward investment flow, China’s outward
direct investment to Africa was $ 2.71 billion, a year-on-year decrease of 49.9%, accounting
for 2.0% of that year’s outward direct investment flow. As of the end of 2019, China’s
investment stock in Africa was $ 44.39 billion, accounting for 2.0% of China’s foreign
investment stock. (Ministry of commerce of the People’s Republic of China, 2019; National
Bureau of Statistics State Administration of Foreign Exchange, 2019)

Figure 13 2011-2019 China's outward FDI flows in Africa
(Source: REPORT ON DEVELOPMENT OF CHINA’S OUTWARD INVESTMENT AND
ECONOMIC COOPERATION 2019)

3.2.3 Regional distribution of China’s FDI into Africa
According to data from “2013 Statistical Bulletin of China’s Outward Foreign Direct
Investment”, as of the end of 2013, among the 60 countries (regions) in Africa, 52 of them
are covered by Chinese companies’ investment, with an investment coverage rate of 86.7 %
in Africa. It ranks second in China’s investment coverage on the six continents of the world,
second only to Asia (97.9%), slightly higher than Europe (85.7%), and much higher than
Latin America (60.4%) and Oceania (50%). Although China’s investment in Africa has a
relatively high country coverage, its investment countries (regions) are more concentrated. In
terms of flow, nearly 90% of China’s direct investment in Africa in 2013 was concentrated in
17 countries (regions) that accounted for less than one-third of the total number of countries
covered by China’s investment in Africa. As of 2013, China’s cumulative investment in the
ten countries (regions) with the most extensive investment stocks, such as South Africa and
Zambia, reached $ 17.65 billion, accounting for 67.4% of China’s investment stock in Africa.
Therefore, both in terms of flow and stock, the distribution of China’s FDI in Africa is
relatively concentrated. (Ministry of commerce of the People’s Republic of China, 2013)
From 2014 to 2015, the country’s (regional) distribution of China’s FDI in Africa has begun
to diversify, and market coverage has gradually increased.
So far in 2016, the country’s distribution has been relatively concentrated. By the end of
2019, Chinese companies have invested in 52 countries in the African region, with an
investment coverage rate of 86.7%. More than 3,800 overseas companies have been
established, accounting for 8.7% of the total number of overseas companies, mainly located
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in Zambia, Ethiopia, Nigeria, Kenya, Tanzania, South Africa, Ghana, Angola, Uganda, etc.
China’s investment in Africa in 2019 will mainly flow to Congo (DRC), Angola, Ethiopia,
South Africa, Mauritius, Niger, Zambia, Uganda, Nigeria, Tanzania, and other countries.
Among them, direct investment flow in Congo (DRC) was $ 930 million, a year-on-year
increase of 44.8%, and the flow of direct investment in Angola was $ 380 million, a year-onyear increase of 41.8%. As of the end of 2019, China’s FDI stock in South Africa reached
$ 6.15 billion, ranking first in Africa. (Ministry of commerce of the People’s Republic of
China, 2016)

Figure 14 2019 China's FDI flow regional distribution in Africa
(Source: REPORT ON DEVELOPMENT OF CHINA’S OUTWARD INVESTMENT AND
ECONOMIC COOPERATION 2019)

Figure 15 2019 China's FDI stock reginal distribution in Africa
(Source: REPORT ON DEVELOPMENT OF CHINA’S OUTWARD INVESTMENT AND
ECONOMIC COOPERATION 2019)
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3.2.3 Sector distribution of China’s FDI into Africa
A few years ago, the field of investment by Chinese companies in Africa had continued to
broaden, covering almost all industry sectors, but the distribution of Chinese companies in
the investment industry in Africa was still relatively concentrated.
In terms of flow, the distribution of China’s investment in Africa in 2013 mainly involved 17
industries, including construction, mining, manufacturing, scientific research and technical
services, agriculture, forestry, animal husbandry and fishery, and culture and entertainment.
Four industries, including construction, mining, manufacturing, scientific research, and
technical services, accounted for 89.9% of China’s FDI in Africa that year.
– The construction industry was $ 1.24 billion, accounting for 36.8%, ranking first.
– The mining industry was $ 830 million, accounting for 24.7%, ranking second.
– The manufacturing industry was $ 510 million, accounting for 15.1%.
– The scientific research and technical service industry were $ 450 million, accounting for
13.3%.
(Ministry of commerce of the People’s Republic of China, 2013; National Bureau of
Statistics State Administration of Foreign Exchange, 2013)
In terms of stock, as of the end of 2013, China’s mining, construction, financial,
manufacturing, and scientific research and technical service industries ranked the top 5 in the
stock of China’s FDI in Africa, totaling $ 22.27 billion, accounting for 85%. Among them,
the mining industry was $ 6.92 billion, accounting for 26.4% of China’s FDI in Africa,
slightly higher than the construction industry (26.1%). The propaganda in a few media that
China’s investment in Africa is “grabbing resources” is not in line with reality and is
misleading to a certain extent. The construction industry accounted for nearly 40% of China’s
FDI in Africa in 2013, far exceeding the mining industry (24.7%). The mining industry’s
share of China’s investment stock (26.4%) was the same as the construction industry
(26.1%). (National Bureau of Statistics State Administration of Foreign Exchange, 2013;
Ministry of commerce of the People’s Republic of China, 2013)
As of 2019, China’s FDI industry in Africa has continued to expand, and the industry has
remained relatively concentrated. In 2019, the five industries where China’s investment stock
is most concentrated in Africa were construction (30.6%), mining (24.8%), manufacturing
(12.6%), finance (11.8%), and leasing and business services industry (5.6%). The
construction and mining industries continue to remain in the top two positions. Among them,
the mining industry proliferated, accounting for an increase of 2.1 percentage points in the
previous year. The total investment stock of the five industries appealed was $ 37.94 billion,
accounting for 85.4% of the total. (Ministry of commerce of the People’s Republic of China,
2019)
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Figure 16 2019 China's FDI stock to Africa, top 5 sectors
(Source: REPORT ON DEVELOPMENT OF CHINA’S OUTWARD INVESTMENT AND
ECONOMIC COOPERATION 2019)

3.2.4 The Chinese SOEs in Africa
Given the international community’s concerns about China’s FDI in Africa, it is necessary to
identify a common misunderstanding. Western society generally believes that the Chinese
state-owned enterprises are investing heavily in Africa, which could not be the case.
It is undeniable that Chinese state-owned enterprises are one of the crucial players in China’s
foreign direct investment and are supported by officially-recognized monopolies. Western
countries generally suspect that “the investment of Chinese SOEs in Africa also acts like
monopolies, a manifestation of the country’s soft power.” (Andreff, 2016)
According to data from the Ministry of Commerce of China, Chinese private enterprises
account for 90% of the Chinese companies that directly invest in Africa and 70% of China's
total direct investment in Africa. There is no doubt that, from the perspective of a single
investment amount, state-owned enterprises are still investors in large-scale projects,
especially in the fields of infrastructure, energy, and resources (strategic sectors). Due to
these investments' strategic nature and extended return period, state-owned enterprises have
natural investment advantages. For example, since 2010, one-third of Africa's power grids
and power infrastructure have been invested and built by Chinese companies. Through the
investment of Chinese state-owned enterprises, China has also become the most crucial
investment partner in Africa's energy infrastructure. (Ministry of commerce of the People’s
Republic of China, 2020; UNCTAD, 2021)
Most of China’s largest multinational companies are state-owned and subsidized by the
Chinese government, although private companies are rapidly growing and expanding
globally. Chinese state-owned enterprises (SOEs) are drawn to countries with enormous
markets or sizeable natural resource endowments and a risky political environment. Private
multinational companies are purely market seekers. Even though all Chinese public and
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private companies have a strategic aim to acquire assets, the focus is on commercially viable
technology rather than actual research content. Such a technological asset-seeking strategy is
most commonly used when Chinese multinational companies invest in highly developed
countries to access strategic assets that meet China’s strategic goals. (Deng, 2007; Andreff,
2016)
However, most of the Chinese private enterprises’ investment in Africa is directly driven by
the development prospects of the African market and the connection with China’s
increasingly deep industrial chain and consumer market.
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Chapter 4. Main determinants of FDI

4.1 Literature review about FDI determinants in Africa
Another topic that scholars have widely studied is the determinants of foreign direct
investment (FDI). Usually, they can be divided into two major categories, economic
determinants and other influence determinants such as policy stability, natural resources,
infrastructure level, labor education level, etc. Therefore, this paper will generally discuss
some main determinants of FDI.
Morisset utilizes an econometric analysis to look at the data of 29 Sub-Saharan African
nations from 1990 to 1997. The author argues that by implementing policy reforms, African
countries may be prosperous in attracting FDI that is not dependent on natural resources or
focused on the local market. According to the analysis, GDP growth and trade openness may
be leveraged to improve the investment climate and attract FDI. (Morisset and Bank, 2000.)
Asiedu uses a database of 71 development countries, roughly half of which are in SubSaharan Africa, from 1988 to 1997 to analyze whether factors that affect FDI in developing
countries affect countries in Sub-Saharan Africa differently. The findings show that the
variables that drive FDI to the developing countries have a distinct influence on FDI to nonSSA countries, not on FDI to SSA countries; trade openness encourages FDI in both SSA and
non-SSA countries, although the marginal effect of openness is more negligible for SSA
countries. (Asiedu et al., 2002)
Bende-Nabende provides an empirical investigation of the determinants influencing longterm FDI inflows to SSA. The research presents empirical data that implies market growth,
export-oriented policies, and FDI liberalization are the most critical long-run factors of FDI
in Sub-Saharan Africa. Real exchange rate and market size are the next on the list. This study
examines the elements that substantially impact long-term transnational firms’ investment
decision-making processes in Sub-Saharan Africa. Openness is at the bottom of the list. The
conclusions for real wage rate and human capital, on the other hand, are inconclusive.
(Bende-Nabende, 2002)
Jenkins and Thomas noted that economic openness, especially to international trade, the
quality of institutions and physical infrastructure in the host economy, economic growth, and
stability are the most frequently correlated with increased FDI in Africa in cross-country
empirical analyses. In investor surveys in Africa, the primary barriers to further FDI have
tended to be economic instability and institutional weakness. (Jenkins and Thomas, 2002)
In Onyeiwu and Shrestha’s study, they use the fixed and random effects models to explore
whether the stylized determinants affect FDI flows to Africa in conventional ways. Their
study identified the following determinants as crucial for FDI flows to Africa based on a
panel database for 29 African countries from 1975 to 1999: economic growth, inflation, the
openness of the economy, international reserves, and natural resource availability. Contrary
to popular belief, political rights and infrastructures were proven to be negligible for FDI
flows to Africa. It was discovered that the relevance of a variable for FDI flows to Africa is
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determined by whether the country and time-specific impacts are fixed or stochastic.
(Onyeiwu and Shrestha, 2004)
Moosa and Cardak analyzed the determinants of FDI inflows by examining 8 determining
variables of FDI inflows using extreme bounds analysis on a cross-sectional sample of 138
countries. Their investigation discovered three reliable variables: exports as a proportion of
GDP, telephone lines per 1000 of the population (infrastructure), and country risk. In
addition, they discovered that developed countries with large economies, a high level of
openness, and low country risk tend to be more successful and effective than others in
attracting FDI. (Moosa and Cardak, 2003)
In 2002, the UNCTAD defined the FDI determinants by policy, business, and economic
variables. Especially for economic variables, they also classified them based on Dunning’s
theory: Market-related economic determinants, Resource-related economic determinants, and
Efficiency-related economic determinants. (Table below) (Çeviş, 2007)

Table 1 The UNCTAD's Classification of FDI Determinants
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4.2 Variables of FDI determinants and hypothesis
This chapter will describe some key FDI determinants and how they affect FDI. For some
controversial determinants, this dissertation will make a hypothesis based on the comparative
literature review and make a descriptive summary in the conclusion of this study.
Market size: in theory, the level of foreign direct investment is positively related to the size
of the foreign market. As the market increases in size, so do opportunities for the efficient
utilization of resources and the exploitation of economies of scale and scope via FDI. Several
pieces of research show that FDI flow and market size are positively related. According to
Lim's market growth hypothesis, market-oriented and horizontal FDI will be favorably
related to growth in demand. Economies that expand quickly have more excellent prospects
for profit than those that grow slowly or not. The conclusion is that those host countries with
larger market sizes, faster economic growth, and a higher level of economic development will
give companies more opportunities to leverage their ownership advantages, attracting more
foreign direct investment.
Usually, Gross Domestic Product (GDP) is a proxy for market size. It is the set of all final
goods and services produced within a country during a specific period. It is a measurement of
the economic importance of a country or a measurement of the size of the economy. Some
studies also use GDP per capita as a measurement. It measures the country's income level and
is a rough indicator of a country's economic well-being and purchase power of its citizens. It
is necessary to distinguish between the two as they represent prospects for FDI from different
perspectives. (Jaiblai and Shenai, 2019)This study will use an annual percentage of GDP
growth as a proxy.
Labor cost: This determinant should negatively influence foreign direct investment because
the firms intended to reduce production costs as much as possible by lowering the labor
expenses. One similar determinant can also be discussed here, called Human Resource
Development. After all, labor costs depend on the education level of each labor. In 2017,
International Monetary Fund (IMF) launched a working paper, “Education Systems and
Foreign Direct Investment: Does External Efficiency Matter?” the result supports the
evidence that the external efficiency of the education system has a positive effect on FDI. It
suggests that in attracting FDI, the ability of the labor force to translate its education correctly
into income in the labor market appears to be more critical than the amount of education
itself. However, the education system’s external efficiency and the number of years spent in
school positively influence FDI inflows. Furthermore, by strengthening the external
efficiency of their education systems, nations with low human development levels and nonresource-rich countries have a more significant potential to attract FDI. Non-resource-rich
counties, in particular, may bridge the gap in terms of FDI attractiveness by investing in highquality education systems tailored to the demand of economic activity. (Miningou and
Tapsoba, 2017)
This study will use the human capital index as a proxy, based on years of schooling and
returns to education. As a result, the sector with lower-wage costs should achieve the lowcost advantage, attracting more foreign direct investment.
Trade openness: The ratio of (exports + imports) goods and services to GDP is often used as
a proxy of the trade openness of a country but is also interpreted as a measurement of trade
restrictions. However, a country’s degree of openness to international trade is an important
consideration when it comes to investment projects in the tradable sector. (Jaiblai and Shenai,
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2019) According to Jordaan, the effect of openness on FDI is dependent on the type of
investment. When foreign investments are market-seeking, trade restrictions can positively
influence FDI since foreign firms intending to serve local markets may elect to establish
subsidiaries in the host country if importing their products is difficult. Multinational
companies engaged in export-oriented Investments, on the other hand, may choose to invest
in a more open economy because increased defects associated with trade protection often
indicate higher transaction costs when exporting. (Jordaan, 2005)
Hp 1: trade openness has a positive effect of Chinese FDI into Africa.
Institutional environment: Using bilateral FDI stocks around the world, (Daude and Stein,
2007) examine the impact of a wide variety of institutional variables as determinants of FDI
location and show that prominent institutions have an overall positive and economically
significant effect on FDI. In particular, the unpredictability of law, regulations, and policies,
excessive regulatory burden, government instability, and lack of commitment play a
significant role in deterring FDI. In 2013, Asiedu launched one of his studies, which
explained the relationship between FDI and institutions. It considered six measures of
institutional quality from two different sources. The measures of institutional quality reflect
the effectiveness of the rule of law, the level of corruption, the stability of government, the
enforcement of government contracts, and government restrictions on FDI in host countries.
(Asiedu, 2013)
This study divided the institutional environment into corruption control, political stability,
and the absence of violence/terrorism, focusing on the second term. ÖZBOZKURT
investigated the significance of political stability and the absence of violence/terrorism on
foreign direct investment. The results suggest that promoting stable and liberal policies
attracts more FDI to the host countries. So it is since international investors have long-term
objectives and take cognizance of political stability and take the position proportional to the
level of political risk in the host country.
Taxes policy: taxes affect the net return on capital and, in the opinion of many policymakers,
should influence capital flows between countries. As a result, early research aimed to
determine if a favorable tax policy might compensate for other barriers in the business
environment, therefore attracting multinational companies. First, the impact of tax policy may
be heavily influenced by the tax instruments employed by the authorities. Tax holidays and a
general reduction in the statutory tax rate, for example, may have similar impacts on the
effective tax rate but have quite the opposite consequences on FDI flows and government
income. Second, the efficacy of tax policies and incentives is likely to differ based on the
multinational firm’s activities and investment objectives. For mobile enterprises or firms that
operate in numerous markets, tax incentives, for example, appear to be a critical feature since
they allow them to better leverage the various tax regimes across nations. (Morisset and
Pirnia, 2000) The influence of taxes on foreign direct investment can vary significantly
depending on the king of taxation, how foreign direct investment activities are measured, and
how the host and home countries are taxed. For example, if the host country’s tax rate is high,
the cost of foreign-funded activities will rise, reducing investment returns. As a result, it is
often assumed that a high tax burden harms FDI location choice.
Geographic distance: Differing from trade studies, the influence of spatial distance in FDI
studies is not foreseeable. However, transportation costs in economics can present the
geographic distance. Long geographic distances result in significant transportation expenses
for sending personnel and delivering commodities in international commerce. High

40

transportation costs appear to harm both vertical and horizontal FDI. Costly transportation is
a barrier for vertical FDI, which must export its products back to their home country rather
than merely sell them in the host market. On the other hand, long geographic distance
motivates multinational enterprises to undertake FDI rather than export to the foreign market,
demonstrating that FDI flow between regions separated by a longer distance should be more
significant than that between regions separated by a shorter distance. (Bi, Ren, and Bao,
2020)
Natural Resource endowment: Dunning (1993) (Dunning, Narula, and Narla, 1993)
emphasized the favorable impact of a country’s natural resources endowment on FDI inflows,
based on the historical requirement for industrialized countries in North America and Europe
to guarantee a consistent supply of raw materials. In 2007 UNCTAD reaffirmed this point by
highlighting multinational corporations’ dominance in exploiting natural resources due to
high capital costs and capital intensity, which domestic investors could not sustain.
Furthermore, natural resource endowments can have a negative impact on FDI inflows by
causing the exchange rate to appreciate as a result of the infusion of capital into the sector.
This appreciation reduces the competitiveness of firms in tradable products sectors. As a
result, it might lead to a drop in overall FDI. In terms of empirical, many studies have
assessed the effect of natural endowment on FDI inflows, particularly in developing
countries. However, the results obtained have been ambiguous. Mouanda Makonda and
Akylangongo Ngakala analyzed the effects of natural resource endowment on FDI inflows to
Sub-Saharan African countries. Given the field of action heterogeneity, the estimates are
offered for four partially homogeneous subregions: Central Africa, West Africa, Southern
Africa, and East Africa. The natural resource endowments retained are oil, mining, and forest
resources approximated by three variables: oil rent, mining rent, and forest rent. They found
that forest resources have a beneficial but negligible effect on FDI inflows into Sub-Saharan
countries. Oil and mining resources have a significant and negligible adverse impact on FDI
inflows in Central Africa and West Africa, respectively; oil and mining resources, in contrast,
have significant and negligible positive effects on FDI inflows in Southern Africa and East
Africa, respectively. (Makonda and Ngakala, 2021)
This study will use the sum up of ores and metals exports, fuel exports and agricultural
exports for total natural resources rents as percentage of GDP as a proxy.
Hp 2: natural resource endowment has a positive effect on Chinese FDI into Africa.
Infrastructure: “soft infrastructure implies market-oriented institutions, governance
structures, and hard means physical infrastructure (such as roads, telephone connections,
airports, roads, fast distribution networks, electricity transmissions, and railroads).” (Jaiblai
and Shenai, 2019) This study will focus on discussing the relationship between complex
infrastructure and FDI. Infrastructure that is well-maintained boosts investment productivity
and, as a result, FDI flows. Chinese companies do not just invest directly in high-yielding
industries. They also participate indirectly, contributing to the filling of Africa’s
infrastructural gaps and assisting in alleviating supply-side bottlenecks. China has played an
essential role in developing the continent’s energy-generating capabilities. According to some
research, Chinese funding entities were sponsoring important infrastructure that other funding
bodies were hesitant to invest in. Chinese investment and financing for telecoms projects
substantially accelerated the construction of Africa’s mobile network and supported the fastgrowing sectors of e-commerce, software, and app development. (Calabrese and Tang, 2020)
This study uses the mobile phone index which is the total number of phones and mobile
phones users (per 100 people) as a proxy for infrastructure development.
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Government support/Ownership: As a typical socialist country, China’s principal
economic and political strategies are formulated and implemented by the state, so most of its
outward foreign direct investments are controlled by state-owned enterprises. In 2012, Cui
and Jiang studied the state ownership effect on firms’ FDI ownership decisions. From a
political perspective, they argued that SOEs could enhance the influence of home country
institutions on firm strategic choices, as SOEs are politically subordinate to the home country
government and highly dependent on home country institutions for critical resource inputs.
(Cui and Jiang, 2012) In 2016, WIadmimir Andreff pointed out that State intervention in
Chinse OFDI was based on a high level of regulation and supervision, many state-owned
multinational enterprises, and the government’s search for natural resources in short supply at
home. Chinese SOEs gain from competitive advantages built up through state OFDI
regulation and promotion and have greater firm-specific advantages than private enterprises.
(Andreff, 2016)
Hp 3: the state ownership has a positive effect on Chinese FDI into Africa.
Co-location: FDI Markets defines “an ‘expansion’ as the expansion of a current facility to
increase overall production capacity or services offered, while a ‘co-location’ is an addition
of a new business function onto the same premises as another business function.” Co-location
can lead to economic agglomeration. Co-locating with other foreign direct investment
enterprises allows foreign investors to access local knowledge. Different aspects of local
knowledge, on the other hand, might be gathered through various local companies. As a
result, some foreign investors associate with FDI companies from the same country of origin,
while others associate with foreign industry peers. Compared to industry FDI agglomeration,
country-of-origin agglomeration provides an effective avenue for sharing sensitive and tacit
knowledge about local business environments. Therefore, foreign investors who need such
local knowledge are more inclined to settle in country-of-origin agglomerations. (Stöllinger,
2015) Co-location may result in positive performance effects because of agglomeration
benefits or in adverse outcomes because of fiercer competition. Based on our research data,
which contains 368 investment projects from Chinese companies to African countries from
2003 to 2017, 19 companies invested in at least two projects in the same host country in the
same year. Moreover, three companies duplicate the investment in more than one country.
Egypt, Nigeria, and South Africa are the most favorable destination African countries for colocation projects. This study will use the number of investments made in the same host
country by the same company in the same year as a proxy.
Hp 4: co-location has a positive effect on Chinese FDI into Africa.
In this study, the dependent variable is the binary variable Choice of FDI investment. If the
variable equals 1, the investment project is performed in a particular African country.
Otherwise, if the variable equals 0, the investment project will not be performed in a certain
African country.
The key FDI determinants mentioned above are the independent variables, which will be
considered by different proxy for empirical analysis. This dissertation used the political
stability score in negative and positive to measure the Political Stability and Absence of
Violence (Institutional environment), the index data is from the World Bank Institute
Governance Indicators (WGI); Taxes are approximated on bilateral weighted tariffs on
imports and exports, using the data from the UNCTAD database; It is understandable to see
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that this dissertation used the annual GDP growth rate to represent Market Size, using data
from the World Development Indicators (WDI); The common Cepii’s weighted distance
(pop-wt, km) is used to denote the geographic distance; Mobile cellular subscriptions (Mobile
phone) index which is the total number of phones and mobile phones users (per 100 people)
are used to represent the level of infrastructure development; The governance effectiveness
index from the World Bank Institute Governance Indicator is used to denote the Governance
Ownership; According the data from WDI, This dissertation used the sum-up of ores and
metals exports, fuel exports and agricultural exports every year to represent the natural
resources endowment. This dissertation used the human capital index from the Penn World
Tables for labor costs. Due to the complexity of co-location, this study simplifies the number
of investment projects made in the same host country by the same company in the same year.
The trade index (% of GDP) indicates the trade variable.

Table 2 Variables, measurements and data source
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4.3 Data and methodology
In this case study, the data source is from the database of Financial Times Ltd, fDi Markets,
an online database of cross-border greenfield investments, covering around 110 countries and
sectors worldwide. The entire database contained more than 10,000 FDI projects in Africa in
2003-2019. The database shows that the foreign direct investment from 2003 has fluctuated
and multiplied. From 2008 to 2010, the total amount of investment projects has dropped
significantly. The main reason for the decline in the growth rate is the impact of the financial
crisis and the uncertainty related to the economic situation of some African countries. In
2011, the number of investment projects had reached a relative peak. However, the total
investments have declined significantly in the following years, affected by the global
environment and other factors. Furthermore, from 2017 the global economy has gradually
recovered. As a result, the total number of foreign direct investment projects has increased
relatively.

Figure 17 FDI Investment Projects by Year
In terms of the destination country, the ones who receive the most investment from other
countries worldwide are South Africa, Egypt, Morocco, Kenya, and Nigeria. The cumulative
proportion for these top 5 destination countries is more than half, accounting for 17,66%,
10,14%, 9,8%, 6,43% and 6,4% respectively. The figure shows that almost all countries with
a relatively large proportion are African countries.
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Figure 18 FDI Investments by Destination Country
This study focuses on analyzing the three most important emerging countries globally, the
members of BRICS countries: China, India, and Russia. Regarding the total amount of
investment projects, China and India are more or less the same. From 2003-to 2019, India has
invested only three projects more than China. (All the data used for China, in this case, is
only the one of China Mainland, not including Hong Kong, Macau, and Taiwan) For Russia,
there were only 112 investment projects during this period.
China has invested in 507 projects to other countries during this period. Most FDI flows to
South Africa, Egypt, Kenya, Nigeria, and Ethiopia. The cumulative proportion for these
destination countries is more than half, which accounting for 17,95%, 12,43%, 8,28%, 7,1%
and 6,11% respectively. South Africa is the second-largest economy in Africa and is also a
member of important international organizations such as the G20 and BRICS. It is the
preferred destination for foreign investment in Africa. The advantages of South Africa in
attracting FDI include political & economic stability, sound financial and legal system, rich
mineral resources, and excellent natural conditions. For a long time, the West has generally
misunderstood China’s investment in Africa. They believe that China’s investment in Africa
is another form of resource plunder. The industry activity which occupies the most proportion
of China’s FDI, nearly about 50%, is Manufacturing. Another important industry activity for
China is Sales, Marketing & Support. The cumulative percentage of these two activities is
over 60%. However, the high-profile Extraction activities only accounted for 4,16%, which
ranked sixth.
The total amount of foreign direct investment projects for India is 510. The most FDI flows
to South Africa (18,43%), Kenya (11,37%), Nigeria (9,8%), Egypt (7,65%), and Tanzania
(7,65%). There is a reason Kenya holds second place in India’s foreign investment—short
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distance advantage. It is known that the distance between the source country and the
destination country has a negative relation with FDI attracting ability, which means the
distance between two countries is short, the destination country would be more attractive of
FDI to the source country. Similarly for India, the most extensive industrial activity is
Manufacturing, which accounted for 32,16%, then the other industrial activities with a more
significant proportion are Business Services (19,22%) and Sales, Marketing & Support
(14,51%). Compared with Chinese Extraction activity, India pays less attention to investing
in extraction activity.
The last but not least country is Russia, with only 112 investment projects. Russia has
different characteristics: the most three significant FDI flows to South Africa (19,64%),
Egypt (17,86%), and Nigeria (11,61%), the proportion of these three regions is very similar,
the geographical location is separated and scattered, so there is no distance advantage as
mentioned earlier. The top three industrial activities also accounted for a similar percentage
for Russia, with no discernible difference. They are Business Services (30,36%), Sales,
Marketing & Support (25,89%) and Manufacturing (20,54%). However, one thing worth
noting is that Russian Extraction activity accounted for 8,93%, which is twice that of China
and India.
So, in summary, Russian FDI has a unique industrial distribution compared to other BRIC's
FDI. Russian MNCs are concentrated in a few industries. However, they are also
overrepresented in natural resource exploitation, mining and metallurgical industries, and
traditional manufacturing industries, all inherited from the former Soviet system's top
pecking order of heavy industries. Also, a resource-seeking strategy of Chinese MNCs is at
work in mining. Is there any difference between China and Russia? The answer is, of course.
Russian MNCs invest abroad in search of new supply sources and new markets for oil and
gas stations, while Chinese strategy is almost entirely focused on securing raw material
suppliers for the domestic economy. Chinese MNCs are looking for ways to guarantee their
natural resource supply worldwide. (Andreff, 2016)
Therefore, it is not entirely credible for Western countries to claim that China is the predator
of the African continent’s natural resources.

Figure 19 FDI Investments by Industry Activity
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4.4 Empirical model
In order to do the empirical analysis on Chinese Foreign Direct Investment into Africa, this
study now introduces the conditional logit model. Firstly, this analysis assumes that investors
would choose the destination country with the highest utility, and utility is calculated as a
linear function that varies by the destination country or investment-destination country. The
utility for investment n from original country o invested in specific African country i at
time t is:

Xit is the vector that represents the characteristics of the destination country. This study
includes Market Size, Infrastructure, Governance Ownership, Natural Resources, and Labor
costs; Yoit is the vector that represents the bilateral origin-destination regressors, such as
Geographic Distance; Znit is another investment-destination regressor vector that indicates
industry agglomeration co-location. The a,b and g are the parameter vectors that need to be
estimated. The error term eniot is iid extreme value.
The probability of an investment project n from an origin country o choose to locate in a
specific African country i in year t is the probability that the utility yielded by locating in the
country i exceeds that of locating in other African countries j (j¹ i), j is another African
country expect that country i. In this model, the total number of investments by decisionmakers is N, if the set of countries J has chosen at least once as an FDI destination, the
combination of choices under consideration is J ´ N. If a certain alternative was finally
chosen, the dependent variable “Choice” equals to one, while the other possibilities in the
choice set are zero. The choice to locate in a specific country depends only on the difference
in utility that the specific country i has the highest utility, no matter its absolute value. As a
result, characteristics of the alternatives that do not cause a difference in utility or
characteristics of the decision maker that do not change over alternatives will have no impact
on the choice and will not be considered. It means that variables are invariant by investment.
On the other hand, bilateral variables relative to origin-destination country and country-oforigin agglomeration, which cause a difference in utility over alternatives, will be considered
in the model. According to Train’s explanation, when the choice probability is neither very
likely nor very unlikely, it can be expressed like Pniot = 1 – Pniot. (Train, 2002; Benfratello,
D’Ambrosio Sangrigoli, and Scabbia, 2022)
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4.5 Main Results
4.5.1 Standard model for all countries
The table below shows the result of the standard model's conditional (fixed effects) logistic
regression, explaining the relationship between all countries' FDI choices and various
variables discussed above. The model also uses South Africa (zaf) and Egypt (egy) dummy
variables. In the later discussion, the political stability will not be considered because it is not
significant in any cases, and in order to reduce the high degree of fit, the square of variables
would be introduced to the model too.

Table 3
The first thing is to interpret the P-value. The P-value for both fuel_exports_stock (0,199) and
fuel_exports_stock2 (0,752) is greater than the common alpha level of 0,05, which indicates
that they are not statistically significant. Moreover, they are statistically significant for the
remaining variables whose P-value is zero, even for the trade_sh (0,05).
In more detail, the variable lfdi_stock (Inward FDI), a proxy of co-location, has a positive
coefficient, which means that the greater the co-location phenomenon, the more FDI
attracted. The government's effectiveness has a considerable and positive impact on FDI
choice. The variable ores_exports_stock, which is one of the proxies of the natural resources,
has a positive coefficient with FDI choice, which means the more natural resources, the more
FDI attracted. There is no doubt about the positive value of the lmobile_phones, which
represents the effect of the infrastructure. lhc represents the level of human capital, it has an
enormous positive value of the coefficient, so it is easy to conclude that the level of human
capital plays a crucial role in attracting FDI choice. As predicted, the geographic distance
negatively correlates with the FDI choice for all countries. Also, for the variable lpop,
countries' FDI prefer to choose places with a larger population, in other words, with larger
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market size. In this standard model, trade has a slightly positive relationship with FDI choice.
For both dummy variables, they have significant P-value, so it is not easy to make a
conclusion for South Africa's FDI and Egypt's FDI in this standard model.
4.5.2 Case with cum_activity and cum_bilateral for all countries
In this case, it will focus on the analysis of the effect of co-location. The variable
cum_activity and cum_bilateral have been considered based on the standard model.
Cum_activity represents the cumulated number of industry activities; meanwhile, adding
cum_bilateral is to study the mutual bilateral phenomenon of co-location.

Table 4
It is easy to observe that the output differs slightly from the standard model. P-value for
fuel_exports_stock (0,650) and fuel_exports_stock2 (0,466) are statistically insignificant. The
P-value for trade_sh increases significantly and is more than the common alpha level (0,05).
Hence, in this case, the trade is non more a significant variable of the FDI choice.
Cum_activity and cum_bilateral have a P-value close to zero and a positive coefficient, which
means they have a slightly positive relationship with the FDI choice. Although these two
values are not remarkable as others, the coefficient of cum_bilateral is a little greater than the
coefficient of cum_activity. It means that a country is more willing to invest in those
countries that have already invested in its homeland rather than an agglomeration of
industrial activities. Furthermore, Egypt remains a negative relationship with the FDI choice
for dummy variables, while South Africa is statistically insignificant (0,619).
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4.5.3 Case with coloc_parent for all countries
This model adds another variable relative to the co-location (agglomeration), called
‘coloc_parent,’ based on the model above. Coloc_parent is the abbreviation of the parent
companies which make co-location choice of FDI.

Table 5
Looking for the P-value, the results are similar with the previous case. Moreover, it is glad to
see that the variable coloc_parent has a positive relationship with the FDI choice. Another
variable worth paying attention to is the dummy variable for South Africa. Its value increases
a lot and remains statistically insignificant.
4.5.4 Interaction of China
The output (table 6) of the interaction of China shows a similar result with other countries.
Looking at the P-value, it is easy to find that some variables have a P-value higher than 0,05,
which are statistically insignificant, such as lfdi_stock, gov_effectivenss, fuel_exports_stock,
ldistance, trade_sh, gdp_growth, and two dummy variables for South Africa (1. zaf) and
Egypt (1. egy).
The cumulated number of investments positively correlates with the FDI choice in general
(0,530). For the value of Chinese cum_inv, it can be calculated by the difference between the
cum_inv of all countries and the chn#c.cum_inv, the final value remains positive (0,306),
which means when Chinese companies make the FDI choice, they would check the
cumulated investment number but pay less attention to it, compared with other countries. So,
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following the same principle, it is easy to summarize that when compared with other
countries, China has a more positive relationship with FDI choice in terms of the
ores_exports_stock, which is a proxy for the natural resources and the market size (c.lpop). It
is not surprising that for cum_activity, the coefficient is more optimistic, which means that
Chinese companies would prefer to invest in areas with the same industrial activity. The
bottling line is that the Chinese government is leading most Chinese companies. Therefore, it
is a risk information variable.
The specific characteristics of the Chinese FDI choice will be described in detail. The first
variable is cum_bilateral. Unlike other countries, the value of this variable is negative, which
means China investors would rely less on the economies arising from country-of-origin
agglomeration. The second one is c.lhc, which represents the level of infrastructure. China's
FDI choice has a negative relationship with the infrastructure, which means that China is
more willing to invest in countries whose infrastructure level is not very high. It is a fact that
since the early 2000s, China's presence in Africa has increased dramatically in terms of trade,
investment, and infrastructure financing. The following variable is human capital. It already
shows a positive relationship with the FDI choice for other countries. However, looking for
the coefficient for China could indicate that for Chinese investors, human capital is one of the
crucial factors. They would prefer to hire employees who have higher education levels. The
last variable is the geographic distance between the home country and China.
Now, based on China's standard interaction, another variable representing the tariff taxes
(tariff) is introduced to do the robustness check (Table 7). Compared with the standard
interaction output, this result differs slightly. However, one noticeable change is that finally,
the P-value for fuel_exports_stock is statistically significant, and it has a positive relationship
with the FDI choice. Furthermore, for the tariff taxes, due to the higher P-value, it is
statistically insignificant. So now, the dummy variable of Egypt has a significant and positive
effect on the Chinese FDI choice.
4.5.5 Interaction of India
Before analyzing the output for the interaction of India (table 8), it is easy to observe that the
P-value for cum_bilateral, lfdi_stock, gov_effectiveness, ores_exports_stock,
fuel_exports_stock, trade_sh, gdp_growth, and two dummy variables for South Africa (1.
zaf) and Egypt (1. egy) are statistically insignificant.
The cumulated number of investments has a more positive effect on Indian FDI choice. Also,
Indian investors would prefer to invest more in areas with the same industrial activities.
Unlike the geographic distance is a statistically insignificant variable for Chinese FDI choice,
it has a significant adverse effect on the interaction of India. India's top FDI destination
country is South Africa, Kenya, Nigeria, Egypt, and Tanzania. Expect Nigeria. All the
remaining countries have a distance advantage. Another variable has a different effect on the
Chinese situation, called lmobile_phones, a proxy for the infrastructure level. The Indian
investors would prefer to invest in areas with a higher infrastructure level. The reason is easy
to find out. In these years, Indian OFDI has changed to asset-seeking strategy, and it
concentrated in IT, communication, software, and media industry sectors. In order to develop
well in these sectors, a sufficient infrastructure level is indispensable. It could also explain
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why Indian investors pay more attention to human capital. When looking at the coefficient of
the lpop, which is a proxy of the market size, it has a less positive effect on Indian FDI choice
than other countries. Because since 1991, Indian OFDI reflects a change from essentially
market seeking to more asset seeking strategy, so the effect of market size on Indian FDI
choice can be neglected.
Based on the standard interaction of India, the tariff tax is introduced to check the robustness
(table 9). In this case, the cum_activity becomes statistically insignificant, and its P-value is
higher than 0,05. Also, the tariff tax has an unmeaningful P-value. Finally, it is surprising that
the fuel_exports_stock becomes a statistically significant variable, and it has a notable
negative effect on the FDI choice. Unlike other countries, Indian FDI is the type of asset
seeking, so this negative relationship between investment choice and natural resources could
be explained.
4.5.6 Interaction of Russia
By analyzing the interaction of Russia, the result differs slightly from China (Table 10). The
lfdi_stock, gov_effectiveness, fuel_exports_stock, lmobile_phones, lhuman capital, trade_sh,
gdp_growth, and dummy variable of South Africa are statistically insignificant.
Unlike Chinese investors, Russian investors would prefer to invest in areas with less
investment because the cumulated investment harms Russian FDI choice. It is not surprising
that for cum_activity, the coefficient is more optimistic, which means that Russian companies
would prefer to invest in areas with the same industrial activity. This phenomenon also
happens in China, and both two countries pay attention to industry FDI agglomeration. One
specific characteristic of the Russian FDI choice is cum_bilateral. Unlike other countries, the
value of this variable is negative, which means Russian investors would invest in those areas
in which the country-of-origin agglomeration is small. On the other hand, the coefficient of
ores_exports_stock, a proxy of the natural resources, has a more positive effect on the FDI
choice. Russian investors would prefer to invest in areas where the geographic distance is
short and large market size.
Based on the standard interaction of India, the tariff tax is introduced to check the robustness
(Table 11). In this case, the variable tariff tax is statistically insignificant. As a result, the
variable lpop, which represents the market size, becomes insignificant. Meanwhile, the
dummy variable of Egypt becomes a significant variable, and the coefficient is positive,
which means Russian investors would invest more in Egypt.
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Chapter 5. Political role of Chinese government

When governments want to boost their domestic economy and attract new technologies,
corporate know-how, and capital to their country, they decide to promote FDI. However, to
achieve their domestic, economic, political, and social goals, many countries continue to
manage and control the type, quantity, and nationality of FDI. Moreover, how can
government encourage FDI? First, the government provides businesses with tax incentives
and loans to invest in. In order to support companies’ oversea investments, the government
may give a combination of insurance, loans, and tax benefits. The government also provides a
better environment or infrastructure in some sectors, such as energy, transportation, and
communications—the process of establishing offices or production in their countries. The
government also reduces bureaucracy and regulatory environments. An educated and skilled
workforce is essential for multinational firms, so enhancing education and job training are
essential methods to achieve it. Last but not least, the government needs to provide a stable
and transparently political, economic, and legal environment. In the following, the ChinaAfrica case will be discussed in detail. (Mariadoss, 2021)
As mentioned before, the China-Africa friendship has a long history. China’s influence in
Africa is high on the world stage, as China has become a prominent political and economic
force in the African continent just in a few decades. Indeed, its rise to prominence as a major
economic and political actor in Africa could be the most significant development since the
end of the Cold War. China has always respected Africa, loved Africa, and supported Africa
for a long time. The Chinese people have always shared the same destiny with the African
people, shared the same heart and helped each other, and have blazed a path of win-win
cooperation with distinctive features. China and Africa have continuously enriched and
improved the intergovernmental dialogue, consultation, and cooperation mechanism and gave
full play to the overall coordination role to promote the overall development of China-Africa
cooperation in various fields. China and African countries have conducted close exchanges
between political parties, legislative and consultative institutions, and established multi-level,
multi-channel, multi-form, and all-round friendly cooperation. Based on the principles of
independence, complete equality, mutual respect, and non-interference in each other’s
internal affairs, the Communist Party of China has continued to intensify exchanges and
cooperation with political parties in African countries and build a new type of political party
relationship featuring seeking common ground while reserving differences, respects each
other, and learns from each other. Both sides exert positive influence in legislation and
supervision and provide policy support and guarantee of China-Africa cooperation and
exchanges. (State Council Information Office of the People’s Republic of China, 2021)
Since 2004, when the Chinese government implemented several policies, including
investment funds, to stimulate foreign investment, Chinese FDI to Africa has expanded
rapidly. During the global financial crisis of 2008, Chinese FDI in Africa soared as local
governments implemented preferential loan programs. (World Bank Group, 2000) From 2013
to 2018, China’s foreign aid amounted to 270,2 billion yuan, of which aid to African
countries accounted for 44,65%, including free aid, interest-free loans, and preferential loans.
(State Council Information Office of the People’s Republic of China, 2021)
Investments in infrastructure have helped address the physical infrastructure constraints many
African countries face. In realizing its development, China has always paid attention to and
supported African countries in their efforts to improve people’s livelihood and seek
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development. Entering a new era, China has continued to increase aid to Africa based on its
ability. From 2000 to 2020, more than 13,000 kilometers of highways and railways have been
built, more than 80 large-scale power facilities have been built, and more than 130 medical
facilities, 45 gymnasiums, and more than 170 schools have been aided, involving all aspects
of economic and social life. China supports Africa to take infrastructure construction as a
priority for economic revitalization and encourages and supports Chinese enterprises to
participate in Africa’s infrastructure construction, investment, operation, and management in
various modes. From 2016 to 2020, the total amount of infrastructure projects under
construction in Africa is nearly 200 billion US dollars, and the proportion of projects
implemented by Chinese enterprises in 2020 has reached 31,4%. Since the Forum on ChinaAfrica Cooperation, Chinese enterprises have used various funds to help African countries.
Those measures included:
– added and upgraded nearly 1,000 bridges, nearly 100 ports,
– upgrade and installed 66,000 kilometers of power transmission lines,
– installed power capacity is 120 million kilowatts,
– installed 150,000 kilometers communication backbone network,
– covered nearly 700 million user terminals network services.
(State Council Information Office of the People’s Republic of China, 2021)
An official visit by Chinese Foreign Minister Wang Yi to Seychelles on January 31, 2021, is
an example of Chinese diplomacy policy in Africa. He claimed that China supports
multilateralism and opposes power polities; it supports "democracy in international relations"
and the United Nation's legitimate role in international relations. China's non-interference
policy seems to have the support of Africa's elites. From the perspective of the West, this
gives China an advantage in business relations with African countries because African
political elites prefer "loans, aid, and business agreements from a great power that does not
demand certain liberal rights, corruption-free governance, sustainability, transparency, nor
democracy." (Stein and Uddhammar, 2021)
China actively strengthens strategic communication and alignment with Africa on scientific
and technological innovation, shares the experience and achievements of scientific and
technological development, and promotes the exchange and training of scientific and
technological talents, technology transfer and innovation, and entrepreneurship between the
two sides. China vigorously supports the development of education in Africa, helps Africa
cultivate urgently needed talents according to African countries' economic and social
development needs, and supports outstanding young Africans to study in China by setting up
several special scholarships. (State Council Information Office of the People's Republic of
China, 2021) While investing in Africa has provided new opportunities for Chinese firms,
African countries have benefited from the skills and techniques that it has brought. (World
Bank Group, 2000)
Without a peaceful and stable environment, the development would be impossible. China is a
constructive participant in African peace and security affairs and has always been committed
to supporting Africans in solving African problems in African ways, adheres to addressing
both the symptoms and root causes, insists on win-win cooperation, support African countries
and the African Union in playing a leading role in African peace and security affairs, and
supports Africa in enhancing its independence peacekeeping, stability maintenance, and
counter-terrorism capabilities. (State Council Information Office of the People’s Republic of
China, 2021)

54

Wladimir Andreff summarized, “State interventions over Chinese OFDI relied on a high
degree of regulation and control, many state-owned MNCs, and the government quest for
natural resources in short supply at home. The government formally pushed Chinese firms to
go overseas by releasing motiving policies and providing support from the bureaucratic
administration; informally, it shapes their choices through propagating firm state ideology
and national pride….” (Andreff, 2016)
Facing the sudden outbreak of COVID-19, China and Africa have withstood the severe test,
showing solidarity and fighting side by side. After the epidemic outbreak in Africa, China
immediately rushed to Africa and launched the most extensive and complicated humanitarian
assistance operation since the founding of the People’s Republic of China. (Ministry of
Commerce of the People’s Republic of China, 2020) In order to help African countries cope
with the impact of the epidemic and overcome temporary difficulties, China supports
reducing the debt burden of African countries and actively implements the G20’s “Debt
Repayment Suspension Initiative for the Poorest Countries.” African countries signed a debt
suspension of the G20 Debt Suspension Initiative to the end of 2021 and will work with
relevant members to implement the Common Framework for Follow-up Debt handing of the
Debt Suspension Initiative. For countries with particularly severe epidemics and tremendous
pressure, China has also worked with relevant parties to provide support through case-bycase handling. (State Council Information Office of the People’s Republic of China, 2021)

55

Reference

“Analysis: 2021 Outlook for China’s Investment in Africa.”
Https://www.14nstrategies.Com/Latest-Insights/2020/12/12/Analysis-2021-Outlook-forChinas-Investment-in-Africa. 2020.
Alexander Protsenko. 2003. “Vertical and Horizontal Fdi in Transition Countries.”
Andreff, Wladimir. 2016. “Outward Foreign Direct Investment from BRIC Countries:
Comparing Strategies of Brazilian, Russian, Indian and Chinese Multinational
Companies.” http://eaces.liuc.it.
Anthony Bende-Nabende. 2002. “Foreign Direct Investment Determinants in Sub-Sahara
Africa: A Co-Integration Analysis.”
Asiedu, Elizabeth. 2013. “Foreign Direct Investment, Natural Resources and Institutions
Foreign Direct Investment, Natural Resources and Institutions. *.”
http://www.tullowoil.com/files/reports/ar2009/.
Asiedu, Elizabeth, Kwabena Gyimah-Brempong, James Freeman, Ted Juhl, Donald Lien, and
Joseph Sicilian. 2002. “On the Determinants of Foreign Direct Investment to
Developing Countries: Is Africa Different? *.”
Babu John Maroadoss. 2021. “Foreign Direct Investment.”
Https://Opentext.Wsu.Edu/Cpim/Chapter/2-7-Foreign-Direct-Investment/. 2021.
Benfratello, Luigi, Alida Sangrigoli, Anna D’Ambrosio and Gabriele Scabbia. 2022.
“Determinants of FDI in Balkan Countries: The Role of Different Stages of EU
Accession Introduction and Background.”
Bi, Y., Z. Ren, and K. Bao. 2020. “Does Distance Matter in Foreign Direct Investment SubNational Location Choice? Evidence from China.”
Calabrese, Linda, and Xiaoyang Tang. 2020. “Africa’s Economic Transformation: The Role
of Chinese Investment.”
China Policy. “China Going Global.” 2017.
Christian Daude, and Ernesto Stein. 2007. “The Quality Of Institutions And Foreign Direct
Investment.”
Christoph Nedopil Wang.“2020 Belt and Road Investment Report.” 2021.
Chunlai Chen. 2017. “China’s 40 Years of Reform and Development: 1978–2018.”
Https://Press-Files.Anu.Edu.Au/Downloads/Press/N4267/Html/Ch29.Xhtml. 2017.
Cui, Lin, and Fuming Jiang. 2012. “State Ownership Effect on Firms’ FDI Ownership
Decisions under Institutional Pressure: A Study of Chinese Outward-Investing Firms.”
Journal of International Business Studies 43 (3): 264–84.
https://doi.org/10.1057/jibs.2012.1.
Deng, Ping. 2007. “Investing for Strategic Resources and Its Rationale: The Case of Outward
FDI from Chinese Companies.” Business Horizons 50 (1): 71–81.
https://doi.org/10.1016/j.bushor.2006.07.001.
Dilip Saikia. 2012. “India’s Outward Foreign Direct Investment.”
Dunning, John H., and Sarianna M. Lundan. 2008. Multinational Enterprises and the Global
Economy. Edward Elgar.
Dunning, John H, Rajneesh Narula, and Rajneesh Narla. 1993. “Box 616, 6200 MD Maatrcht
(Netherlads)-Telephone (31)43-83875-Fax.”
Duttagupta, Rupa, and Ceyla Pazarbasioglu. 2021. “Emerging Markets Must Balance
Overcoming the Pandemic, Returning to More Normal Policies, and Rebuilding Their
Economies.”

56

Economic Information Department of China Council for the Promotion of International
Trade. 2007. “Analysis of the Formation of My Country’s ‘Going out’ Strategy and the
Promotion of Policy System.”
“FDI Ownership Advantage.” n.d.
www.worldscientific.com
Franco, Chiara, Francesco Rentocchini, and Giuseppe Vittucci Marzetti. 2008. “Why Do
Firms Invest Abroad? An Analysis of the Motives Underlying Foreign Direct
Investments *.”
Gao Pengfei, Xin Ling, and Sun Wenli. 2019. “70 Years of Foreign Direct Investment in
New China: Development Process, Theoretical Logic and Policy System.”
Https://Www.Fx361.Com/Page/2019/1122/6037227.Shtml. 2019.
Guoteng Wang. 2020. “China-Africa Cooperation and ‘One Belt, One Road’ Construction
Strategy Docking: Status Quo and Prospects.”
Https://www.Imsilkroad.Com/News/p/407585.html. 2020.
Guoqiang Long. “China’s Policies on FDI: Review and Evaluation.” 2005.
Haruka. n.d. “‘Greenfield or Brownfield? FDI Entry Mode and Intangible Capital.’”
İsmail Çeviş, Burak Çamurdan. 2007. “The Economic Determinants of Foreign Direct
Investment in Developing Countries and Transition Economies.”
Jaiblai, Prince, and Vijay Shenai. 2019. “The Determinants of FDI in Sub-Saharan
Economies: A Study of Data from 1990–2017.” International Journal of Financial
Studies 7 (3). https://doi.org/10.3390/ijfs7030043.
Jenkins, Carolyn, and Lynne Thomas. 2002. “Foreign Direct Investment In Southern Africa:
Determinants, Characteristics And Implications For Economic Growth And Poverty
Alleviation.”
Joël Ruet. 2010. “When a Great Industry Globalizes: Indian Conglomerates Pioneering New
Trends in Industrial Globalization.” In The Rise of Indian Multinationals.
Jordaan, Johannes Cornelius. 2005. “Foreign Direct Investment And Neighobouring
Influences.”
Kalotay, Kalman. 2005. “Outward Foreign Direct Investment from Russia in a Global
Context.” Journal of East-West Business 11 (3–4): 9–22.
https://doi.org/10.1300/J097v11n03_02.
Kalotay, Kalman, and Astrit Sulstarova. 2010a. “Modelling Russian Outward FDI.” Journal
of International Management 16 (2): 131–42.
https://doi.org/10.1016/j.intman.2010.03.004.
Kalotay, Kalman, and Astrit Sulstrova. 2010b. “Modelling Russian Outward FDI.” Journal of
International Management 16 (2): 131–42. https://doi.org/10.1016/j.intman.2010.03.004.
Kara Scannell. 2010. “Shell, Six Other Firms Settle Foreign-Bribery Probe.” Wall Street
Journal. November 2010.
Klaus E Meyer. 2005. “Foreign Direct Investment in Emerging Economies, Policy
Discussion Paper.” Templeton College.
Li Chengzhi. 2016. “The History, Current Situation and Future Prospects of China-Africa
Relations.” Lecture Notes by Deputy Secretary-General in 2016.
Li, Jiatao, Ari van Assche, Lee Li, and Gongming Qian. 2021. “Foreign Direct Investment
along the Belt and Road: A Political Economy Perspective.” Journal of International
Business Studies. https://doi.org/10.1057/s41267-021-00435-0.
Li, Ran, and Kee Cheok Cheong. 2019. “‘Going Out’, Going Global, and the Belt and Road.”
In China’s State Enterprises, 151–94. Springer Singapore. https://doi.org/10.1007/978981-13-0176-6_6.

57

Lipsey, Robert E. 2001. “Nber Working Paper Series Foreign Direct Investment and the
Operations of Multinational Firms: Concepts, History, and Data.”
http://www.nber.org/papers/w8665.
Miningou, Elise Wendlassida, and Sampawende Jules Tapsoba. 2017. “Education Systems
and Foreign Direct Investment: Does External Efficiency Matter? IMF Working Paper
Office of Executive Directors Education Systems and Foreign Direct Investment: Does
External Efficiency Matter?”
Ministry of Commerce of the Peolple’s Republic of China National Bureau of Statistics State
Administration of Foreign Exchange. 2013. “Statistical Bulletin of China’s Outward
Foreign Direct Investment.”
———. 2014. “Statistical Bulletin of China’s Outward Foreign Direct Investment.”
———. 2015. “Statistical Bulletin of China’s Outward Foreign Direct Investment.”
———. 2016. “Statistical Bulletin of China’s Outward Foreign Direct Investment.”
———. 2017. “Statistical Bulletin of China’s Outward Foreign Direct Investment.”
———. 2018. “Statistical Bulletin of China’s Outward Foreign Direct Investment.”
———. 2019. “Statistical Bulletin of China’s Outward Foreign Direct Investment.”
———. 2020. “Statistical Bulletin of China’s Outward Foreign Direct Investment.”
Ministry of commerce of the People’s Republic of China. 2013. “Report on Development of
China’s Outward Investment.”
———. 2014. “Report on Development of China’s Outward Investment.”
———. 2015. “Report on Development of China’s Outward Investment.”
———. 2016. “Report on Development of China’s Outward Investment.”
———. 2017. “Report on Development of China’s Outward Investment.”
———. 2018. “Report on Development of China’s Outward Investment.”
———. 2019. “Report on Development of China’s Outward Investment.”
———. 2020. “Report on Development of China’s Outward Investment.”
Moosa, Imad A, and Buly A Cardak. 2003. “The Determinants of Foreign Direct Investment:
An Extreme Bounds Analysis.”
Morisset, Jacques, and World Bank. 2000. “Foreign Direct Investment in Africa: Policies
Also Matter.” https://www.researchgate.net/publication/2518437.
Morisset, Jacques, and Neda Pirnia. 2000. “How Tax Policy and Incentives Affect Foreign
Direct Investment A Review.”
Mouanda Makonda, Julien Ghislain, and Olga Euphrasie Akylangongo Ngakala. 2021.
“Natural Resource Endowments and Foreign Direct Investment Flows in Sub-Saharan
African Countries.” Modern Economy 12 (01): 154–73.
https://doi.org/10.4236/me.2021.121008.
Myriam Dahman-Saïdi. 2013. “Chinese Investment In Africa.” Http://Www.BsiEconomics.Org/219-Chinese-Investment-in-Africa-Part-1. 2013.
Nagesh Kumar. 2006. Emerging TNCs : Trends, Patterns and Determinants of Outward FDI
by Indian Enterprises. UN.
OECD. 2021a. “ FDI Restrictiveness (Indicator). .”
OECD. 2021b. “ OECD (2021), FDI Stocks (Indicator). Doi.”
OECD. “Foreign Direct Investment Statistics Explanatory Notes.” 2021.
OECD (2021). 2021. “FDI Flows (Indicator).”
Onyeiwu, Steve, and Hemanta Shrestha. 2004. “Determinants of Foreign Direct Investment
in Africa.” Journal of Developing Societies 20 (1–2): 89–106.
https://doi.org/10.1177/0169796X04048305.
Organisation for Economic Co-operation and Development. Directorate for Financial and
Enterprise Affairs. Investment Division. 2008. OECD Benchmark Definition of Foreign
Direct Investment. Organisation for Economic Co-operation and Development.

58

Panibratov, Andrei, and Kalman Kalotay. 2009. “Columbia FDI Profiles Russian Outward
FDI and Its Policy Context.” http://stats.unctad.org/fdi/.
Shigeo Kobayashi, Jia Baobo and Junya Sano. Sakura Institute of Research. 1999. “The
‘Three Reforms’ in China: Progress and Outlook.”
State Council Information Office of the People’s Republic of China. 2021. “China-Africa
Cooperation in the New Era.” Https://Translate.Google.It/?Hl=it&sl=zhCN&tl=en&text=%E4%B8%AD%E5%8D%8E%E4%BA%BA%E6%B0%91%E5%85
%B1%E5%92%8C%E5%9B%BD%E5%9B%BD%E5%8A%A1%E9%99%A2%E6%9
6%B0%E9%97%BB%E5%8A%9E%E5%85%AC%E5%AE%A4&op=translate. 2021.
Stein, Peter, and Emil Uddhammar. 2021. “China in Africa: The Role of Trade, Investments,
and Loans Amidst Shifting Geopolitical Ambitions.”
Stöllinger, Roman. 2015. “Wiiw Working Paper 121: Agglomeration and FDI: Bringing
International Production Linkages into the Picture.”
“The History of Sino-Africa Relations.” n.d.
Https://Sites.Google.Com/Site/Chinapolicyinfocus/China-s-Return-to-Africa/theHistory-of-Sino-Africa-Relations.
Train, Kenneth. 2002. “Discrete Choice Methods with Simulation.”
UNCTAD. 2011. “World Investment Report .”
———. 2021. “World Investment Report .”
United Nations Conference on Trade and Development. n.d. Investing in Sustainable
Recovery.
Wang Guoteng. 2020. China-Africa Cooperation and “Belt and Road” Initiative Construction
Strategy Docking: Status Quo and Prospects.
Wikipedia. 2021a. “Belt and Road Initiative.”
Https://En.Wikipedia.Org/Wiki/Belt_and_Road_Initiative. 2021.
———. 2021b. “Forum on China-Africa Cooperation.”
Https://It.Wikipedia.Org/Wiki/Forum_on_China-Africa_Cooperation. 2021.
World Bank Group. 2000. China and Africa
Https://www.worldbank.org/content/dam/Worldbank/Event/Africa/Investing%20in%20
Africa%20Forum/2015/investing-in-africa-forum-china-and-africa.pdf
Zhou, Shengqi., National University of Singapore. East Asian Institute., 2009. Zhongguo Dui
Wai Zhi Jie Tou Zi : Xian Zhuang, Qu Shi Yu Zheng Ce. Xinjiapo guo li da xue dong
Ya yan jiu suo.

59

Appendix

60

Table 6

61

Table 6

62

Table 7

63

Table 8

64

Table 9

65

Table 10

66

