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Abstract 
 

Comparative Study of East Asian companies’ 
strategies in Africa 

 

Edouard Alabro 
 

International Studies 
 

Graduate School of International Studies, 
Seoul National University 

_____________________________ 
 
Chinese, Japanese and Korean firms are increasingly looking to Africa for 

business opportunities. This trend has been reinforced by the pro-active policies 

their governments are shaping for Africa, through aid packages and economic 

cooperation. However, the specificities of the strategies those firms implement in 

the African continent has not been studied so far. East Asian firms may be looking 

for access to natural resources to fuel the growing demand in their home country. 

They may also secure early advantages in untapped consumer markets in order to 

gain a leadership position and benefit from the future growth in those countries. 

This thesis aims to draw patterns in the way companies from East Asia are 

investing in Africa. It turns out that Chinese, Japanese and Korean investors each 

have a specific way to approach the continent. This research is not made easy by 

the cruel lack of reliable data from Sub-Saharan countries. To offset this, we used 
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Foreign Direct Investment data as a tool to measure and analyze the objectives and 

agendas of Asian investors.  

This study suggests that Chinese firms are sensitive to economic 

development, stability, infrastructure and mineral resources rather than oil, gas and 

economic growth. As most Chinese firms are content with export strategies, they 

can create ties with the Chinese diaspora already settled in Africa. Japanese 

companies are sensitive to economic development, stability, infrastructure and the 

ease of doing business rather than natural resources and economic growth. In an 

effort to secure long-term advantages, they are likely to partner with other Japanese 

investors, such as the Sogo Soshas. Korean companies are sensitive to GDP Per 

Capita, oil reserves and economic growth rather than political and economic 

stability. Korean engineering and construction companies are pioneering their 

country’s representation in Africa, replicating the successful strategy their peers led 

in the Middle East during the oil boom of the 1970s. 
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Keywords: Africa, Chinese Firm, Japanese Firm, Korean Firm, 
Business Strategy, Frontier Market, Foreign Direct Investment (FDI) 
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1. Introduction 
 

Steady growth in East Asian economies over the past decades has placed 

the area on a path to become the new gravity center of the world’s economy. Japan, 

Korea and then China have produced companies that are ranked top in their area of 

predilection or aim to do so in the next decades. Export-oriented businesses have 

made headways into the most advanced western economies, where Sony, Hyundai 

and Huawei became popular names. As competition intensifies in mature markets, 

those companies are looking for opportunities in frontier markets, places that offer 

structural potential to become tomorrow’s new emerging markets. For the first time 

in decades, a set of African countries enjoying high growth rates, political stability, 

an increasingly skilled workforce and strengthened financial institutions are in a 

good situation to attract foreign investors.  

This paper argues that East Asian companies are more and more interested 

in Africa’s potential, not necessarily for its natural resources, but for its consumer 

markets. It argues that the economic presences of China, Japan and Korea in Africa 

are structurally different from one another, and points out similarities and 

divergences in the way East Asian Firms choose their target countries and start 

operating there. The main reason why the paper is limited to Africa is that factors 

that attract companies in Africa are different from factors in other regions (Brunetti 

et al., 1997). Besides, Africa is more likely to be perceived as an ensemble of 

countries facing similar issues, yet being structurally different from the rest of the 
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world. 

The analysis is important for two reasons: First, East Asian interest for 

Africa has been ignited by political leaders very recently. Japan was the first 

country to host a conference entirely dedicated to Africa in 1993. China followed in 

the beginning of the century, and Korea in 2006. Observers have questioned the 

motivations of East Asian countries. Was it a move to secure the continent’s 

untapped natural resources? It has been written that East Asian countries are 

competing against each other abroad in order to secure economic and political 

advantages, while tensions in North-East Asia are on the rise, namely between 

Japan and China. However, many observers have focused on the political aspect of 

the relationship rather than on its economical aspect. This paper focuses on the 

main actors of the East Asia – Africa economical relationship: firms. Indeed, even 

when governments encourage their companies to invest abroad, the final 

investment decision has to be taken by managers who then shape up a strategy to 

ensure a comfortable return on capital. As importantly, this paper provides a 

comparative analysis between each country’s companies strategies. 

Second, East Asian companies are relatively new actors in Africa and can 

bring a new business vision and perspective to the continent. East Asian firms are 

already perceived as alternatives to traditional local and western companies that 

have been operating in Africa for decades. If those traditional actors do not adapt to 

the competition of newcomers, they may lose their early-comers advantage in more 

competitive markets. Understanding the strategies and views of East Asian 
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newcomers will be key in how those traditional actors adapt.  

The main result of this study is that East Asian companies are interested in 

the untapped consumer markets in Africa, yet their strategies regarding those 

markets are very different from one country to another. Besides South Africa, 

Africa’s biggest economy, FDI from East Asian companies are scattered in a 

different fashion across the continent, depending on their country of origin. The 

characteristics of their target countries are also different.  

The paper is organized in three sections. First, an extensive literature 

review will help us understand the structure of the relationship between the African 

continent and East Asia. We will also review FDI theories before applying them to 

this specific relationship.  

Second, we will conduct a quantitative study on East Asian FDI towards 

Africa. The study will include factual indicators such as population and mineral 

resources, economic factors such as growth and inflation, and indicators of 

perception such as Corruption and Ease of doing Business. The quantitative study 

will lay the necessary background to draw patterns on how East Asian companies 

are investing in Africa. To this end, we will combine our quantitative study with an 

interview with Stanislas Roussin, managing director of SERIC in Seoul, and 

specialist of Korean Business Strategies. 

Third, we will draw similarities and divergences of Chinese, Japanese and 

Korean companies’ strategies in Africa, and compute them into a comparative 

record.  
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2. Background 

i. Africa as a new playground for investors 

a. The lost decades of Africa’s development 

“I beg to direct your attention to Africa”. With these words, David 

Livingstone tried to bring Africa to light in 1857, as he saw prospect for commerce 

and missionary missions in the continent. Ever since that time, Africa’s wealth has 

been coveted by major powers, whether they were European empires rivalling for 

new territories, or the cold war’s two great enemies, struggling for influence among 

new born states.  

After obtaining independence, most African states indeed enjoyed a 

period of prosperity, with economic growth matching increasing prices of natural 

resources in the world markets. At the time, most African nations relied heavily on 

their exports of primary goods, such as gold, fuel, and agricultural goods. The case 

of cocoa’s exploitation in Côte d’Ivoire is revealing: as the French colonial power 

left the country in 1960, the economy was devoted to cocoa and coffee production 

and exportation, using infrastructure left by the French such as roadways, railways 

and ports. The main port of Côte d’Ivoire, Abidjan, enjoyed a period of growth and 

development that earned it the name of “the Paris of Africa”. Cocoa and Coffee 

made up to 55% of Côte d’Ivoire exports in 1980. Similar patterns of reliance 

could be observed in the cotton industry in Mali and Burkina Faso and in many 



 

5 

other countries of the area1.  

Local governments tried to diversify their economy to make it less 

dependent on a limited set of primary industries, but mismanagement and political 

interests have prevented such investments to achieve their goals (Hirschman, 1977). 

Some government policies have resulted in economically non-viable projects, 

ironically dubbed “white elephants” (Sylvie Brunel, 2004). Those elephants were 

industrial projects built without consistence with the local environment, and 

necessitated either imports of expensive raw materials or skilled foreign labor. 

Examples range from cement factories in Togo to communication centers in Zaïre. 

Those elephants relied on public funds, and were a burden for governments that 

had to increase their debt to maintain those projects afloat. 

 

This initial boon was short-lived: raw materials prices plummeted in the 

early 1980’s. Government revenues fell, debt increased sharply, as a result of 

deficits and exchange rates fluctuations, triggering economic crises that put several 

African states on their knees. The debt of Côte d’Ivoire reached $15billion USD. 

Debt crises opened the way for the IMF to intervene in African countries and apply 

its structural adjustment policies (SAP) (Paczinska, 2006). SAPs aimed at liberalize 

trade, privatize state-owned industries, deregulate the economy, and boost the 

overall competitiveness of the target country (Englebert, 2000; Awudi, 2002). 

                                          
1 Other examples can be drawn from the commodity-boom in Kenya (76-79) and the bust 
that followed (Bevan 1989, Collier 1990, Gunning 1991) 
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Among others, Senegal, Nigeria, Zimbabwe, Kenya, Zambia, Cameroon, Ethiopia 

and Tanzania were subject to SAPs. Effects of SAPs on receiving countries have 

been mitigated, and still give way to controversy today. Some have argued that 

SAPs have been overall detrimental to the receiving economies (Noorbakhsh & 

Paloni, 2000; Ismi, 2004). Tellingly, Côte d’Ivoire underwent SAP in 1989. During 

the 1989-1993 period, GDP fell by 15% and the number of people earning less than 

one dollar a day doubled (Naiman and Watkins, 1999). During the same period, 

debt as a percentage of GDP increased from 132.4% to 210.8%. On the contrary, 

Taylor (2004) argued that SAPs have set the African continent on a road to 

integrate to the world economy. Between 1990 and 1999, Foreign Direct 

Investment (FDI) increased from US$ 923 million to US$7.9 billion.  

The decade of the 1980s is remembered as a period of economic crisis and 

hardship for African citizens. From the middle of the 1970s, images of villages 

starving have greatly influenced the perception of Africa from abroad, culminating 

in 1984 with the Ethiopian famine. The end of the cold war added to this 

predicament, as western and soviet countries stopped to support some African 

nations. The amount of aid shrank greatly and it became increasingly conditioned 

to political reforms towards democracy. Not only were African nations weakened 

by economic crises, but they were also unable to adapt economically and politically 

to the demands of Western governments, thus losing their support.  

During the 1990s, weakened governments had to cope with an increasing 

number of insurgencies that violently erupted in civil wars. The average number of 
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armed conflicts in Africa starting each year in the 1990s was twice that of the 

previous decade. Scenes of violence and horror in Algeria (1992-2004), Angola 

(1975-2002), Burundi (1993-2005), Zaïre (1996-2001), Eritrea & Ethiopia (1998-

2000), Liberia (1990-1997), Rwanda (1994), Sierra Leone (1991-2001), Somalia 

(1990- ?) and Sudan (1983-2007) have tarnished the image of the whole continent. 

Additionally, AIDS spread in several countries during the 1990s, infecting millions 

of people.  

Between 1980 and 1995, the GDP per capita in sub-Saharan Africa fell 

from US$592 to US$492, a decline of over 1.17% per year2 (World Bank). The 

GDP per capita would not recover until the beginning of the 2000s. 

b. The decade of the 2000’s 

After two decades of hardships and instability, African countries 

benefitted from the increase in prices of commodities in the 2000s. As Deaton and 

Miller (1995) have shown, there is a clear correlation between export prices and 

growth in Sub-Saharan countries. Due to the rising world demand, oil prices surged 

from $20 in 1999 to $147 a barrel in 2008. Other raw material prices have also shot 

up, and the Mc Kinsey Global Institute analyzed that resources accounted for a 

third of the growth during that period. From 2000 to 2008, real GDP rose 4.9% per 

year. 

 Following the popularity of the BRIC acronym, South Africa was praised 

                                          
2 World Bank Report on Economic growth, 2004  
http://www.worldbank.org/depweb/beyond/beyondco/beg_04.pdf 
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for its economic achievement and prospects, and joined a new version of the 

acronym called BRICS. In 2010, South Africa participated in the first BRICS 

summit, as a new member. South Africa has also participated in the G20 summits 

that have gained considerable influence over the world affairs since the Washington 

summit in 2008. In addition, news articles in the media about the new African trend 

drew attention to the growth pattern and new opportunities, namely in Sub-Saharan 

Africa. Given that Africa’s growth rate has been dwarfing the world’s growth rate, 

it has been tempting for many observers to speak of an “Emerging Africa”, like 

Steven Radelet in his book “Emerging Africa: how 17 countries are leading the 

way” (2010).  

 

 Across the continent, there is more to this economic success than natural 

resources. Government policies have helped soothe internal political tensions and 

secure a macroeconomic environment prone to new businesses and foreign 

investors. The ratio of debt to GDP has decreased in most countries. Foreign Direct 

Investment increased from around US$9billion in 2000 to US$62billion in 2008. 

According to the MGI, labor productivity increased by 2.7% per year over the 

period. Sectors such as Telecommunication, Banking and Construction have taken 

advantage of improved market conditions, and accounted for a large part of the 

growth during the same period.  

Since 2008, the financial crisis triggered by the fall of Lehman Brothers 

has created more volatility on commodity markets, but African countries have been 
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resilient and were able to maintain a high growth rate over the period 2009-2015. 

This situation has created a growing middle-class in urban areas, which is willing 

to consume as any other household in the world. The following table shows how 

the percentage of people living in poor conditions (destitute) is expected to be 

halved between 2000 and 2020, while people with discretionary income will rise 

up to represent 50% of the population by 2020. 

 

 

 

 Prospects of the African markets have naturally attracted foreign investors 

and foreign companies, which have invested first in the commodity sector, and then 
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in consumer-facing sectors. Collier and Warnholz have shown that the average 

return on capital of publicly traded companies in Sub-Saharan Africa was higher 

than in China, India, Vietnam or Indonesia. Additionally, return on investment for 

US companies was highest in Africa compared with other parts of the world. Some 

companies are tempted to reallocate their factories from East Asia, where wages 

are increasing, to African countries with cheap labor: H&M announced its intention 

to open factories in Ethiopia and develop an export-oriented textile activity from 

there. Therefore, it is no surprise that companies from East Asia have gradually 

stepped up their efforts to enter the African markets, as we will see later. 

 

 Despite all the good news about Africa stated here, the situations are still 

very different from one country to another. If South Africa, Mauritius, Ghana or 

Senegal are making the headlines for their growth and stability, crises have erupted 

in other parts of the continent. Countries once deemed to be stable such as Kenya 

(2008) and Libya (since 2011) have endured internal clashes due to political 

mismanagement. Mali (2012) and the Central African Republic (2013) collapsed in 

a matter of weeks due to ethnic and religious conflicts, triggering ground 

interventions by foreign armies. The outbreak of Ebola in 2014 also reminds us that 

African countries are among the most vulnerable in the world.  
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ii. Foreign Direct Investment 

Together with exports, Foreign Direct Investments are one of the main 

tools for multinational companies to enter foreign markets. Following the 

recommendations from the Millennium Development Goals promoted by the 

United Nations, African countries have increased their efforts to attract more FDI 

into their territory. It is indeed believed that FDI can help spur growth (De 

Gregorio, 1992)3 and reduce poverty4. 

 

a. Theories 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 of a resident entity in 

one economy (UNCTAD, 20095). Through FDI, a parent company will gain control 

or influence on a company in the receiving country. According to Voss (2011), FDI 

is often assimilated to an investment in a foreign country in order to secure control 

over a local operation. FDI include three components: 

- Equity capital that helps secure control rights on more than 10% of a 

company’s shares. 

                                          
3 Some have argued that certain conditions must be mustered in order for FDI to translate 
into growth (Borenzstein et al. (1998); de Mello (1999); Blomstrom et al. (1994)) 
4 The New Partnership for Africa’s Development (NEPAD) mentions that the continent 
needs to fill a resource gap of US$64 billion to reach its poverty eradication goal, a figure 
that is mostly achievable by FDI given that domestic savings and incomes are low. 
5 UNCTAD Definition (2009), http://unctad.org/en/Pages/DIAE/Definitions-of-FDI.aspx 
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- Reinvested earnings that may not be paid as dividends, but reinvested in 

the local operation. 

- Intra-company loans from the parent company to the affiliate. 

Given the volatility of FDI flows from East Asian countries to African 

countries, this study will pay attention to the FDI stock in recipient countries. FDI 

stock is the accumulation of yearly FDI minus the investments that are terminated 

or sold. According to the UNCTAD, “FDI stock is the value of the share of the 

capital and reserves attributable to investing enterprises, plus the net indebtedness 

affiliated to the parent enterprise”. 

 

In the past decades, researches on motivations for Foreign Direct Investment 

have produced three main theories: the Product life-cycle theory (Raymond 

Vernon,1966), the Internalization theory (Stephen Hymer) and the Eclectic 

paradigm (John Dunning, 1977,1993). 

- Raymond Vernon created the Product life-cycle theory in order to explain 

the existence of a product line through four stages: innovation-growth-

maturity-decline. However, Vernon’s theory fails to explain why some 

companies have been able to skip stages through FDI (Shenkar and Luo, 

2008) 

- Hymer, and later Buckley and Casson (1976) developed the internalization 

theory to explain how multinational firms cope with market failures by 
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internalizing their costs as long as internalization provides an advantage 

compared to the market situation. The main market failure to be 

internalized is knowledge. Therefore, multinational companies are more 

likely to use FDIs if they have some intangible advantages such as skilled 

workforce, patent protected technology or brand name. Those companies 

then replace market transactions by internal transactions (Khachoo and 

Khan, 2012) 

- John Dunning developed the Eclectic Paradigm, also named OLI 

framework, to explain “the extent and pattern of international production” 

(Dunning, 1991). This framework revolves around three reasons for FDI: 

Ownership (advantages versus other firms), Location (advantages of the 

foreign location) and Internalization (the firm bypasses the market failures 

by internalizing them). Internalization advantages are to be put in 

perspective with other options to enter a market, such as export, licensing 

or a joint venture  

 

Motivations behind FDI can be summed up in three main categories:  

- Market-seeking FDI: A firm invests in a new market in order to find 

customers for its products. The motivation lies in the size of the market, the 

robustness of the institutions and the environment for investors. According 

to Voss (2011), market-seeking investment can be defensive, when a firm 

lags behind its competitors in a sizeable market, or when states are about to 



 

14 

set up trade barriers. Market-seeking investments may also be offensive, 

when a company is the first mover to a frontier market that has remained 

untapped. In both cases, investing new markets can provide a firm with 

advantages such as market knowledge, and adaptation. Choosing to invest 

rather than export can also help firms secure assets such as brand 

marketing and/or distribution channels.  

- Resource-seeking: Resource is defined as a natural resource (primary 

commodity), a strategic asset or a technology (Voss, 2011). Securing 

natural resources abroad can be profitable for a multinational company 

with a supply shortage in its area of origin. Securing strategic assets can be 

part of a long-term strategy and provides early movers with a strong 

advantage on their followers. Securing technology resources in foreign 

countries is a way to gain from the expertise of foreign companies, and 

translate these gains at home or in other export-markets. By investing in 

developed countries such as the United States, the UK or France, Huawei 

developed new technology sourcing (Jiang, 2011) 

- Efficiency-seeking: By investing abroad, multinational firms may be able 

to produce at lower costs in markets where wages, taxes, or administration 

costs are lower than at home. Securing a larger number of customers will 

also provide firms with opportunities to make economies of scale along the 

production line, thus enjoying advantages both in the target-market and at 

home.  
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With these motivations in mind, studies from Helpman et al. (2004) and Hantras 

and Helpman (2004) have proven that productive firms have a tendency to invest 

abroad and export. Firms that invest abroad tend to be more productive than firms 

which merely export, which in turn are more productive than firms that focus only 

on their domestic market. 

 

There are two main types of foreign direct investment: horizontal FDI and 

vertical FDI. 

Vertical FDI aims at providing the investing firm with a new line of business, 

usually complementary with its core business. Adding a new stage to the 

production chain may help the firm secure competitive advantages. In order to gain 

competitiveness, the firm may also outsource some of its activities to different 

locations offering advantages like cheap labor or access to a pool of high-skilled 

workers, thus making it profitable (Pretsenko, 2004). 

Horizontal FDI is a duplication of a firm’s home activity in another country. It is 

appealing if transportation costs or trade barriers in the receiving country make 

regular exported products uncompetitive due to those additional costs (Pretsenko, 

2004). 

 

Navaretti and Venables (2004) analyzed the effects of FDI in receiving 

countries. They spot out three main effects: product market effects, factor market 

effects and spillover effects.  
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Product market effects are the result of the change in the quantity and 

price of goods produced and sold. In the case of horizontal foreign direct 

investment, they are likely to rebalance the market equilibrium as newly produced 

goods compete directly with goods or close substitutes from local producers and 

other foreign companies.  

Factor market effects are the result of changes in supply and demand for 

labor, land and capital. FDI increase supply of capital in the receiving country 

while potentially increasing demand of land and capital. FDI can also change the 

nature of labor being sought after, as foreign companies may require high-skilled 

domestic workers to run operations.  

According to Navaretti and Venables (2004), spillover effects are the most 

important kind of benefits for the receiving country. Technology transfer and 

increased labor skills may be leaked to other entities in the receiving country. 

Besides, the multinational company investing abroad may rely on the domestic 

companies to create and sustain its activities, thus strengthening the network of 

domestic companies.  

 

b. Determinants of Foreign Direct Investment in Africa 

Regarding the determinants of choice to allocate FDI, Brunetti et al. (1997) 

and Asiedu (2002) have pointed out the differences between FDI determinants to 

Sub-Saharan Africa and other developing countries. Determinants for FDI to 
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African countries are more likely associated to governance infrastructure 

(Golberman and Shapiro, 2002). 

 

From 2000 to 2002, Angola, Nigeria and South Africa took in 65% of all 

FDI flows to Africa6, confirming the trend that those resource-rich countries with a 

large market were concentrating most of the flows in Sub-Saharan Africa. This 

would be a bad news as it has been proven that resource-seeking FDI in Africa tend 

not to generate as much spillover as other investments (technology transfer, 

employment), if any at all (Asiedu, 2004). Asiedu (2006) shows that being 

endowed with natural resources and large markets are indeed crucial factors to 

attract FDI. However, she nuances that other factors also have an effect on FDI, 

such as infrastructure, labor force, macroeconomic stability, openness to FDI, an 

efficient legal system, less corruption and stability. 

 

In order to study which criteria were important for companies to choose 

which markets to enter, the World Bank conveyed surveys, in 1996/19977 and in 

1999/20008. Results of these surveys are available in the table below (Asiedu, 

                                          
6 World Bank Africa Database (2004) 
7 The survey covered 3,600 firms in 69 countries. The sample for SSA included 540 
foreign firms in 22 countries. Respondents were asked to judge on a six-point scale the 
extent to which a particular factor constrained their business operations in a country (1 = no 
constraint to 6 = severe constraint). 
8 The survey covered 10,000 firms in 80 countries. The sample for SSA included 413 
foreign firms in 16 countries. Respondents were asked to judge on a four point scale the 
extent to which a particular factor constrained their business operations in a country (1 = no 
constraint to 4 = severe constraint). 
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2006):  

 

For the reasons underlined in 2.i.a, the business environment in Africa 

appears to be riskier than in other continents. African countries which are prone to 

instable political systems, hazardous policy changes, risk of rebellious activities, 

widespread corruption, poor infrastructures, long administrative processes and a 

lack of contract enforcement have therefore not benefitted from a high flow of FDI. 

Those hurdles may mitigate the enthusiasm of foreign multinationals for any 

market. As a consequence, they are less likely to invest in such countries because 

the return on their asset would be more volatile and uncertain (Williamson, 1996). 

In those cases, foreign companies are willing to lower their ownership structures 

and reduce their engagement in countries with high uncertainty (Anderson & 

Gatignon, 1986; Hennart, 1988; Hill et al., 1990). Consistently, Africa has been 

neglected as a land of investment by foreign companies that have marginalized it 

for decades (Tull, 2006), bar natural resources-seeking investments. 
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 Nevertheless, efforts and reforms from African governments to attract 

more FDI have greatly increased the attractiveness of African markets for foreign 

actors since the beginning of the 2000s. The following graph shows the 

acceleration of Foreign Direct Investment by the turn of the century.  

 The share of Africa in the world’s outward stock of FDI has increased 

from 2.05% in 2000 ($US 153 742 million in Africa versus $US 7 511 300 million 

in the world) to 2.90% in 2012 ($US 656 604 million in Africa versus $US 23 304 

329 million in the world9). Though very small compared to Africa’s population 

share in the world, the percentage’s increase shows renewed interest in the 

continent’s prospects. 

                                          
9 UNCTAD Trade Statistics 
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c. Asian Foreign Direct Investment in Africa 

In 1957, the GDP per Capita of Korea was equal to the GDP per capita of 

Ghana. The World Bank worried about growth prospect in countries with few 

natural resources in East Asia. However, decades of economic growth and political 

stability in the region have brought prosperity to millions of people and created 

economic giants with famous brand names such as Sony, Hyundai or Dongfeng. 

Since East Asia’s growth has been mainly focused on exports, domestic companies 

have long tried to enter markets abroad to find new customers and access to 

technology. For example, Toyota entered the United States as early as 1957. In the 

process of finding markets abroad, East Asian firms found themselves competing 

not only with domestic firms, but also with firms from developed countries such as 

the United States or Europe. By so doing, they gained experience and improved 

their competitiveness in an increasingly globalized environment.  

During the 1990s, the “East Asian Miracle” (World Bank, 1993) appeared 

as a model to follow for African States. Today, East Asian countries are not only 

models; they have turned into real economic partners investing in the African 

economy. This phenomenon is true for North-East Asian countries, such as Japan, 

South Korea and China, the main focus of this study, but also for South-East Asian 

tigers such as Thailand and Malaysia, which have invested heavily in Africa for 

years. Even though Asian countries were not active in Africa until the 2000s, their 

presence is growing, as the table below shows.  
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   Source: UNCTAD, FDI Stock Statistics 2003-2012; Eurostat 

 

Countries in the table can be sorted out according to their geographic 

origin. From 2003 to 2012, the average yearly increase of Outward FDI to Africa 

from Asian countries in this table has been 28.6%. By contrast, the average yearly 

increase of Outward FDI to Africa from European countries in this table has been 

FDI Stock 2012        
(M. US$)

Avg. Yearly Increase 
[2003-2012]

European Union 221 000
United Kingdom 58 937                             8,6%

France 57 964                             22,5%
Italy 15 845                             -

Germany 8 576                               5,5%
Spain 6 258                               13,3%

Portugal 6 248                               21,9%
USA 61 368                            15,2%
South Africa 23 579                            32,7%
China 21 730                            60,6%
Singapore 16 411                            19,6%
Malaysia 15 958                            29,1%
India 13 261                            24,1%
Mauritius 12 210                            -
Norway 11 839                            15,6%
Switzerland 10 000                            17,9%
Japan 6 874                               16,3%
South Korea 2 442                               20,3%
Thailand 2 316                               68,3%
Russia 2 167                               -
Brazil 1 175                               34,6%

TOP OUTWARD FDI SUPPLIERS TO AFRICA
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12.1%. The average yearly increase of Outward FDI to Africa from the United 

States has been 15.2% in the same period. This discrepancy shows that Asian 

countries have become more interested by Africa’s prospects, and may be able to 

catch up with western actors in the area in a few decades.  

If we focus our attention to the subject of our study (South Korea, China 

and Japan), we can see a rebalancing of each country’s share in the total Foreign 

Direct Investment to Africa:  

 

 

  Source: UNCTAD, FDI Stock Statistics 2003-2012 

 

Even though all three countries have increased their FDI outstock in 

Africa, FDI from China has increased much faster than FDI from Korea and Japan. 

The shares of China and Japan have been almost inversed in 10 years, China 

replacing Japan as the country with the lion’s share. Meanwhile, and despite a 

robust increase, Korea’s share of outward FDI among the three East Asian 

economies has crumbled to 8%. Breaking the period into two parts [2003-2008] 

and [2008-2012] enables us to take a closer look at this phenomenon. 

 

Avg. Yearly Increase
China 491                 16% 21 730           70% 60,6%
Korea 558                 18% 2 442              8% 20,3%
Japan 2 049              66% 6 874              22% 16,3%
Total 3 098              100% 31 046           100% 33,4%

2003 2012
FDI outstock in Africa (M.US$) [2003-2012]
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From 2003 to 2008, the growth of Outward FDI for all three countries has 

been faster compared with the aftermath of the 2008 financial crisis. In 2008, Japan 

and China stood at an equal level of Outward FDI stock in Africa. But the financial 

crisis seems to have put a halt to Japanese growing interest for Africa. From 2008 

to 2013, Japanese Outward FDI stock in Africa decreased by an average of 1.9% 

per year. Meanwhile, Chinese Outward FDI stock in Africa tripled and Korean 

Outward FDI stock in Africa kept rising at a decent pace.  

In addition, we can make the assumption that Chinese Foreign Direct 

Investment towards Africa is underreported. FDI data from China shows how Hong 

Kong, the British Virgin Islands and the Cayman islands absorb a large part of 

Chinese outward FDI. Those places may be used as transit bases in order to 

reallocate investments elsewhere. Unfortunately, data from these countries is 
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unavailable, and it is not possible to give an estimate of the Chinese Outward FDI 

to Africa that is lost in the data (Quer et al., 2008)  

 

 

   Source: UNCTAD, FDI Stock Statistics 2003-2012 

 

To sum up, Outward FDIs of the three East Asian countries inform us of a 

rebalancing within these three powers. Whereas Japan used to be the biggest 

partner of Africa after the western countries, China has managed to secure this 

position in the past decade, in line with its new status as a powerful political actor 

in the world stage. In the next section, we will explore more thoroughly the reasons 

for this shift and the relations between each of these Asian countries and the 

African continent. 

 

Avg. Yearly Increase
China 491                 16% 7 804              47% 99,6%
Korea 558                 18% 1 384              8% 25,5%
Japan 2 049              66% 7 287              44% 37,3%
Total 3 098              100% 16 475           100% 51,9%

Avg. Yearly Increase
China 7 804              47% 21 730           70% 40,7%
Korea 1 384              8% 2 442              8% 20,8%
Japan 7 287              44% 6 874              22% -1,9%
Total 16 475           100% 31 046           100% 23,5%

FDI outstock in Africa (M.US$) [2008-2012]
2008 2012

FDI outstock in Africa (MUS$) [2003-2008]
2003 2008
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iii. Components of East Asian involvement in Africa 

a. China - Africa relationship 

The relations between China and Africa have been a heavily discussed 

issue in the past few years, academics going as far as to coin the term “Chinafrica” 

in order to describe the increasing interdependency between the two economies. On 

one hand, China has been tapping into the natural resources of some African 

countries to fuel its domestic growth (Zweig, 2006). China receives about one third 

of its oil imports from Africa and Angola crude oil exports to China accounted for 

14% of Chinese oil imports in 2013, close to 1 million barrel per day10. Securing 

energy supply has been one of the objectives of the Chinese foreign policy. On the 

other hand, China has become a major economic partner to Africa and is the main 

export destination for several countries11. 

 

Trade between Africa and China has exploded between 2000 (US$ 10 

billion) and 2012 (US$ 198 billion), matching a yearly average increase of 30% 

during the period. China became the first trade partner of Africa in 2009, 

surpassing the United States. In 2012, trade between the United States and Africa 

was half of the China-Africa trade. 

 

Chinese African relations can be divided in three main periods and three 

                                          
10 U.S. Energy Information Administration 
11 Export share of China from African countries 



 

26 

broad national interests (political, economic and security) 

- 1960-1970s: While China was isolated in the world scene, it engaged in 

relations with the African continent. China shared ideological visions with 

some African countries, such as the struggle against imperialism and the 

creation of a third voice between the United States and the USSR. Even 

though economic and security interests were of little importance, China 

had political interests. It used its influence among African states to stop 

them from recognizing the existence of Taiwan, instead propagating the 

idea of “One China”. Chinese State-Owned companies conveyed prestige 

projects in order to gain influence in the area, such as the railway line 

between Zambia and Tanzania.  

- 1980s: Due to its nascent economic development, China focused its 

attention to domestic policies. A few Chinese companies invested in Africa, 

however they were still lacking in capital and experience to develop abroad 

(Wu and Chen, 2001). The worsening economic situation in Africa turned 

away potential investors. 

- 1990s-2015s: The Tiananmen square clash in 1989 brought western 

condemnation to the Chinese government, encouraging it to look for other 

partners in the world (Taylor, 1998). This trend accelerated as Deng 

Xiaoping stepped up the economic reforms initiated in the beginning of the 

1980s. More Chinese companies invested abroad, in order to develop new 
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markets, increase their exports and secure resources and technology (Wu 

and Chen, 2001). The Go-global policy, incepted in 2001, provided 

additional incentives for Chinese companies to develop their activity 

abroad. The Go-global policy coincides with the acceleration of Chinese 

companies’ involvement in Africa.  

 

China’s main specificity compared with Japan and Korea is the role of the 

government in providing incentives to go abroad. It has directed a particular 

diplomacy to the African continent, starting with the Forum on China-Africa 

Cooperation (FOCAC) in Beijing in 2000. The Forum’s goal was “to further 

strengthen the friendly cooperation between China and Africa, and to jointly meet 

the challenge of globalization and promote common development”. The third 

forum was the start of a three-year action plan that deepened the partnership with 

the endowment of a China-Africa development fund of US$5 billion. The amount 

of funds pledged to Africa was also doubled. 

The Chinese government has managed to create “overseas China economic 

and trade zone” (Cheng and Ma, 2010), to support Chinese companies in Africa, 

based on the model of Chinese economic zones. Those special areas aim at creating 

economic growth and employment in host countries, while fostering exports and 

brand recognition of the Chinese companies that settle there.  

The government has used state-owned companies to pioneer Chinese 

companies’ involvement abroad. State-owned companies are not necessarily 
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looking for the same determinants as private companies in order to define their 

strategy of expansion. They are more likely to respond to other factors such as the 

advancement of a political agenda for China (Deng, 2004), and they may benefit 

from advantageous market conditions due to the network of other state-owned 

companies, such as loans below the market rate from the Export-Import Bank of 

China and the China Investment Corporation, tax exemptions, overseas investment 

insurance and specific human resources (Voss, 2011). Chinese state-owned 

companies have been the main actors of China’s economic expansion into Africa. 

The reason behind this is that their access to cheap long-term capital and their long-

term goals provide state-owned Chinese companies with an investment framework 

that is less averse to risk than that of private companies. 

 

Besides, it has been argued that Chinese companies, whether state-owned 

or private, have some advantages compared with firms from developed countries. 

They are used to “navigating complex and difficult business environments” (Morck 

et al.,2008) and cater to consumers with low-incomes. Whereas firms from 

developed countries will find it difficult to cope with institutional failures, Chinese 

multinational firms are more used to face bureaucratic hurdles, legal loopholes or 

unfair competition (Drogendjik and Blomkvist, 2013), and are more likely to 

navigate through it.  

 

Aid policy also plays a role in Chinese presence in Africa. Unlike OECD 
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countries, China does not publicize the aid amount it supplies to African countries, 

making it difficult to assess its effort compared with Japan and Korea. Brautigam 

analyzes how most of Chinese aid was historically directed to Africa in the form of 

medium-sized projects (hospitals, schools and so on). More recently, the form of 

aid has diversified into debt relief, humanitarian aid, infrastructure projects or 

technical assistance. Coordinated by the Chinese Ministry of Commerce, aid can 

serve to support Chinese companies abroad by imposing conditions to the receiving 

countries, such as using Chinese contractors or using natural resources as collateral. 

In the case of Angola, a loan below market rates interest was tied to the fact that 70% 

of the public tenders would be awarded to Chinese companies (Corkin, 2011). Aid 

is therefore a political tool to support Chinese economic interests. 

 

As a result, the motivations behind Chinese Outward FDI and Outward 

FDI from other countries is different (Kolstad and Wiig, 2010). Market size, natural 

resources, strategic resources and efficiency may still be key factors, but they come 

together with government incentives. The action from the government comes 

through the state-owned corporations that receive advantages in the capital market 

to pursue their goals abroad, diplomatic relations between China and its African 

partners through the FOCAC forums, and the aid policy. 
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b. Japan – Africa relationship 

By contrast with China, Japan established its first relations with Africa 

during the XIXth century and there were Japanese businessmen in South Africa as 

early as 1900 (Osada, 2002). Though most of the contacts between Africa and 

Japan occurred through the colonizing European powers until the 1960s, Japan had 

opened trade offices and consulates early in the region12. Until 1990, Japan’s 

African policy was characterized by the divergent goals to please African countries 

while engaging with the South African apartheid regime at the same time 

(Morikawa, 1997).  

After the fall of the USSR and the end of Apartheid in South Africa, Japan 

sought to strengthen its international clout and initiated the Tokyo International 

Conference for African Development (TICAD) in 1993, in order to develop 

relations with African countries. The goal of TICAD was mainly political: in the 

1990s, Japan was the largest aid provider in the world. The TICAD has also been 

interpreted as a way for Japan to gain political influence among African countries 

and secure their vote in a potential United Nations vote to enlarge the Security 

Council’s permanent membership to new countries. 

The conference has been held every five years since 1993. Japanese 

diplomacy in Africa first focused on a “key countries” approach, aiming to 

strengthen ties with the most influential countries in the continent, starting with 

South Africa and Nigeria. From the 2000s, a more global approach has been 

                                          
12 MOFA, “Kakkoku-Chuzai-teikoku-ryoji ninmen Zakken”  
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undertaken, by inviting all African heads of state to Japan.  

 

In 2013, the TICAD V became the largest summit organized in Japan’s soil, 

hosting as many as 4 500 participants from African countries. During the opening 

speech of the conference, Abe Shinzo, Prime minister of Japan, pledged to support 

Africa with US$32 billion over the next five years. This amount would be used to 

finance infrastructure development, disaster prevention, environment protection, 

agriculture modernization, health and education. In addition, Japan stated its 

ambition to support 30,000 African entrepreneurs (Africa Business Education) and 

to host 1,000 undergraduate and graduate students as part of their studies in Japan.  

Indeed, Japan’s policy in Africa has tried to differentiate from others since 

the 1990s, with the idea of mutual partnership, instead of a donor-recipient relation 

that is often closest from the reality. Japan promoted an inclusive development 

tailored to the local cultures, together with training for Africans. Fostered by the 

Minister of Foreign Affairs (MOFA) and the Japan International Cooperation 

Agency (JICA), the archipelago has financed the training of 9 679 people in Africa, 

across 52 countries13. In 2011, 86% of the trainees learnt competences in business 

management and entrepreneurship. The Program on Corporate Management for 

Africa (AFCM) is one of the tool of this diplomacy. 

                                          
13 Kazuo Kaneko, head of the Overseas Human Resources and Industry Development 
Association, Jeune Afrique, mai 2013  
http://economie.jeuneafrique.com/dossiers-2/516-ticad--quand-le-japon-accueille-
lafrique/17370-le-secteur-prive-japonais-se-mobilise-pour-lafrique.html 
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In 2013, the Japan External Trade Organization (JETRO) published a study 

on Japanese companies in Africa14. The study focused on five countries (Nigeria, 

Egypt, South Africa, Ivory Coast and Kenya) and surveyed 109 companies (out of 

192 in total) that have been involved in manufacturing or commercial activities in 

those countries. As the following chart shows, the inception of TICAD in the 

beginning of the 1990s coincided with the increase of Japanese companies 

establishing subsidiaries in Africa. And in only two years between 2011 and 2013, 

26 companies had created offices, already more than in the previous decade.  

 

 

Source: JETRO’s 2013 Survey on Business Conditions of Japanese-Affiliated Firms 

in Africa 

                                          
14 JETRO regularly publishes a survey on Business Conditions in Japanese-affiliated 
companies in Africa. http://www.jetro.go.jp/en/news/announcement/2014/20140206116-
news.html 
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 53.7% of the surveyed companies expected 2014 operating profits to 

increase compared with 2013. In a comparable survey from 2011 that included 333 

companies in 24 African countries, 67.3% expected that the host country would 

“grow more important in their business in the future”, reflecting the belief that host 

economies would grow at a faster pace and offer more opportunities than the 

world’s average. In both studies, companies expected the local market to be the 

main determinant for sales, ahead of opportunities for exports. Firms that 

manufactured locally were also more likely to anticipate a profit increase, 

compared with non-manufacturing firms.  

 

 However, in the 2012 JETRO study, surveyed companies underlined four 

major hurdles they were facing. The first one was the lack of government help in 

securing markets and economic advantages for the Japanese companies. By 

contrast, competitors from other countries benefit from their government’s 

proactive policy in securing contracts and/or lowering trade barriers such as tariffs. 

Second, firms pointed out incompatibilities between their compliance rules and the 

way of doing business in Africa. Third, their products were not tailored to African 

markets. Fourth, they suffered from internal communication problems with the 

Japanese headquarters that failed to grasp the reality of some markets.  

 

 In a nutshell, Japan’s relationship with Africa traces back to the beginning 

of the XXth century, but relations deepened only with the start of TICAD in the 
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1990s. The first of its genre linking African countries with a nation from East Asia, 

it has fostered cultural and commercial exchanges between the two. However, 

despite a mutual partnership approach, the TICAD has not enabled Japanese 

companies to take over a lion’s share of African markets. On the contrary, Japanese 

companies still suffer from a comparative disadvantage in many markets, as they 

feel insufficiently supported by their government, while their competitors have 

access to hidden markets through political relations. Japanese companies may also 

face higher trade barriers than other companies, due to the poor number of trade 

agreements signed between Japan and Africa. 

 

c. Korea – Africa relationship 

Unlike China and Japan, which have lasting relationships with the African 

continent, interest towards Africa in South Korea is still relatively new. A short-

lived diplomacy effort took place after the Korean War, allegedly to secure African 

votes in the recognition of South Korea as a member of the United Nations. But 

once this objective had been reached diplomatic relations rarified, only to be 

reactivated in the middle of the 2000s with the launch of the Korea-Africa 

Partnership.  

Trade between Korea and Africa increased tenfold between 1990 and 

2008, with Korean exports to Africa rising faster than Korean imports from Africa. 

However, the share of Africa in total Korean trade has remained marginal, hovering 
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around 2% during the 2000s.  

 

As China and Japan initiated diplomatic forums with Africa, Korea 

followed suit and launched its own initiative in 2006, with the Korea-Africa 

Partnership. Korea has been perceived as a win-win partner for African countries 

who could benefit from Korea’s experience as a newly industrialized country. 

Korea rose from a nation with a GDP per inhabitant equal to Ghana’s in 1960, to 

being a member of the OCDE club. As a result, the Korean experience of 

development has been envied and heavily studied in order to replicate it in Africa. 

For example, the Sae Maeul policy (or New Community Movement) that was 

launched in South Korea in the 1970s by Park Chung-Hee in order to develop 

Korean rural areas, has been incorporated in the “Smart” Program of the United 

Nations to promote a sustainable rural development, and has been implemented in 

some African countries.  

Drawing on the powerful story-telling behind the miracle of Korean 

development, South Korea has tried to differentiate from Japan and China, as a 

model of fast development. First, South Korea pledged to increase aid towards 

Africa, through Korea’s Initiative for Africa’s Development (KIAD) in March 2006. 

In November of the same year, the Korea-Africa Economic Cooperation (KOAFEC) 

was hold for the first time in Seoul. The Conference underlined the words 

“solidarity” (2006) and “inclusive growth” (2012), and stated that Korea aimed at 

helping Africa to achieve the Millennium Development Goals (MDG) and the 
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objectives of the United States-led NEPAD (New Economic Partnership for 

African Development) Initiative. Since 2006, conferences have been held every 

three years in Seoul, gathering 150 representatives from Africa in 2009. The next 

conference is set to be held in 2015, for the first time in Africa.  

 

Korea’s Partnership with Africa revolves around sharing knowledge, 

together with the African Development Bank. The main tools of the policy are 

Food Production, Training Support, Infrastructure Support, Environmentally-

friendly growth, Technological Cooperation and ICT Development15. Korea has 

provided grants and loans, namely through the Export-Import Bank of Korea, to 

projects that fitted this approach. Additionally, it has created the Korea-Africa Food 

and Agricultural Cooperation (KAFACI) to promote the Saemaeul Initiative to 

African States, 16 of which have already joined the initiative.  

 

iv. Research Questions & Hypotheses 

a. Shortcomings of previous studies 

Previous studies on East Asian interest for Africa mainly focused on 

analyzing the relationship of one specific country with Africa. To this end, papers 

on the China-Africa relation are common nowadays, and have explored a vast part 

of the relationship between the two entities. Studies on the relationship between 

                                          
15 Déclaration commune de la conférence ministérielle KOAFEC 2012 
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Japan and Africa are scarce but can be easily found. Studies on the relationship 

between South Korea and Africa are more confidential.  

Furthermore, previous studies often focus on the political relationships 

(hence state to state) between East Asian countries and African countries. As they 

mention the increase in trade and FDI in the background, they sometimes fail to 

mention the other economic actors of those relationships: private companies. 

Indeed, trade and investment can be irrigated by the governments, but most of the 

time the final decision is up to the companies’ management, as they decide which 

market opportunities they want to target.  

So far, comparative studies that have analyzed all three countries together 

have focused on political factors, such as ODA. As such, this paper seeks to 

reconcile comparative studies on East Asian countries in Africa with their main 

actor: the private sector and East Asian individuals that are doing business in the 

African continent.  

 

b. Research questions 

This paper aims at providing an assessment of East Asian companies’ 

strategies in Africa. If possible, it will provide patterns of interest for each East 

Asian country. In order to do so, we will first study how Outward FDI from East 

Asia is divided throughout the continent. Outward FDI from the three Asian 

economies are not necessarily directed at the same countries. What are the factors 
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in recipient countries that make China, Japan and Korea target those specific 

countries? (1) We will use a quantitative analysis to answer this question.  

Second, we will study which strategies East Asian companies have used to 

make way into these frontier markets. Can we draw patterns in the way Chinese, 

Japanese and Korean companies are entering African markets? (2) 

 

c. Hypotheses 

Investments from East Asian companies to Africa have been on the rise 

and target more and more countries in the area. Our first hypothesis is that Chinese, 

Japanese and Korean companies do not invest in the exact same recipient 

economies. Although all three countries are expected to have stakes in the major 

African economies like Nigeria and South Africa, they have preferential 

destinations among other developing countries in the continent (1).  

The popular belief asserts that FDI in Africa is primarily motivated by 

market size and natural resources. Some scholars have argued the contrary, like 

Golberman, Shapiro and Asiedu. Our second hypothesis is that other factors such 

as governance, infrastructure or economic growth will decide whether a country 

receives more Foreign Direct Investment from East Asia (2).  

Optimist analysts argue that Africa is about to enter an era of sustained 

growth and will become a powerhouse of growth for the world economy. Our third 

hypothesis is that East Asian companies are interested in taking an early stake in 
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African customer markets, beyond simple access to natural resources (3).  

East Asian companies have been increasingly rivalling for stakes in Africa. 

They are looking for opportunities abroad to strengthen their home operations and 

gain hard currencies. Our fourth hypothesis is that East Asian companies investing 

in Africa are specialized in the same sectors and are facing each other in African 

markets (4). 
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3. Empirical Results 

i. Preliminary Analysis of Foreign Direct Investment 

As we have seen, East Asian companies have considerably increased their 

investments in Africa in the past ten years. In 2012, the stock of Foreign Direct 

Investment repartition for China, Japan and Korea in Africa is located in different 

countries:  

    

Chinese FDI in Africa   Japanese FDI in Africa Korean FDI in Africa 

 

2012 
FDI from China 

(M.USD) 
FDI from Japan 

(M.USD) 
FDI from Korea 

(M.USD) 

1 South Africa 4775 South Africa 3579 Madagascar 1170 

2 Zambia 1998 Mauritius 836 Libya 395 

3 Nigeria 1949 Egypt 358 Nigeria 169 

4 Algeria 1305 Liberia 277 Egypt 155 

5 Angola 1245 Nigeria 29 South Africa 108 
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Whereas Chinese investments seem to be distributed across the continent, 

Japanese investments are mostly located in the southern part of Africa: South 

Africa and Mauritius attract 85% of Japanese investment to Africa. In the case of 

Mauritius, part of these investments may be redirected towards the inner continent, 

since Mauritius offers fiscal advantages that make it a perfect gateway to channel 

investments towards Africa.  

Korean main investments are dispatched in Madagascar, which is quite 

surprising given the size of the island’s economy. Korean interests in Madagascar 

are focusing on underexploited land resources that could be turned into profitable 

exports. In 2009, Daewoo Logistics won a lease to exploit 3.2 million acres for 99 

years, with the ambition to grow palm oil and crops and turn it into biofuels or 

profitable exports. However, the deal was heavily criticized as it gave away half of 

the country’s arable land to a foreign investor. It was one of the reasons why the 

president was ousted in a Coup d’état in the same year. Shortly after the new 

regime came to power, the lease was cancelled amid accusations of corruption, 

dealing a major blow to South Korean image in Africa. It is unclear whether 

Korean FDI outstock in Madagascar still includes investments linked to Daewoo’s 

2009 deal. 

For all three Asian countries, the major investment targets are located in 

southern Africa, Northern Africa and Nigeria. Besides Madagascar, French-

speaking Africa (in West and Central Africa) does not seem to be a priority to East 

Asian investors.  
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FDI from East Asia matches with the volume of Trade between East Asia 

and Africa: Southern Africa and Northern Africa are also the main trade partners of 

East Asian countries.  

 

Trade Volume from East Asia to Africa, 2010-2012, Million USD 

  Trade with China Trade with Japan  Trade with Korea  

1 South Africa 130 417 South Africa 34 909 Liberia 16 598 

2 Angola 90 126 Nigeria 9 251 South Africa 13 696 

3 Nigeria 27 547 Liberia 7 598 Egypt 8 161 

4 Sudan 24 426 Egypt 6 950 Nigeria 6 685 

5 Egypt 22 846 Eq. Guinea 4 622 Algeria 4 628 

6 Algeria 19 887 Sudan 4 273 Libya 3 840 

7 Libya 18 121 Algeria 3 664 Morocco 1 790 

8 Liberia 14 623 Tanzania 3 662 Eq. Guinea 1 674 

9 Congo 13 511 Kenya 2 038 Zambia 1 287 

10 DR Congo 11 332 Morocco 1 810 Tunisia 1 185 

 

South Africa emerges as the main trade partner for all East Asian countries, 

far ahead of the second partner country. North Africa is also an important trade 

partner: in the case of Korea five of the ten main trade partners in Africa are the 

North African countries, which embodies the interest of Korea for Northern Africa.  

It may seem surprising that Liberia ranks so high among trade partners, 

since it is a small country of 4 million inhabitants, closely associated with war and 

political instability. Yet, Liberia has one of the most attractive flag of convenience 

(FOC) regimes in the world, thus luring ship owners who register ships and vessels 

under favorable conditions. As a result, ship manufacturers from East Asia export 
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their ships to Liberia to register them there and benefit from the FOC advantages 

before sailing them. Korea being the world’s largest shipbuilding country, Liberia 

has become its main trade partner in Africa.  

The following table shows the top 10 importers of goods for China, Japan 

and Korea respectively.  

 

Export Volume from East Asia to Africa, 2010-2012, Million USD 

Exports from China Exports from Japan Exports from Korea 

1 South Africa 38 772 South Africa 12 753 Liberia 16 595 

2 Nigeria 23 618 Liberia 7 554 South Africa 6 190 

3 Egypt 19 915 Egypt 4 392 Egypt 5 730 

4 Algeria 14 437 Algeria 2 477 Algeria 3 909 

5 Liberia 14 330 Nigeria 2 277 Nigeria 3 849 

6 Angola 8 827 Kenya 1 906 Libya 2 668 

7 Morocco 8 495 Morocco 1 227 Morocco 1 281 

8 Ghana 7 448 Tanzania 834 Tunisia 1 038 

9 Kenya 6 944 Uganda 673 Ghana 854 

10 Sudan 6 158 Ethiopia 663 Angola 791 

 

 

 As the table shows, the five main export destinations for China, Japan and 

Korea are the same five countries: South Africa, Nigeria, Egypt, Algeria and 

Liberia, though in a different order. If we take out Liberia for the reasons explained 

above, South Africa is the first export destination for the three East Asian countries, 

despite the fact that its population is less than one third of Nigeria’s population. 

Detailed South African imports from East Asia are available in the Annex 1. They 
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show that the three East Asian countries are specialized in providing South Africa 

with “Electronic Equipment”, “Machines, engines, pumps” and “Vehicles”. 

Although Chinese exports in the two first categories are far more important than 

Japanese and Korean ones, Japan and Korea have a better record with Vehicles. In 

addition to these exports, China can also rely on clothing and footwear, a labor-

intensive sector in which it has a competitive advantage due to its workforce.  

 Since their export industries to South Africa are similar, Japan, Korea and 

China are competitors in this market. China also has an advantage in the clothing 

sector, which Japan and Korea have not. Similar patterns can be observed in the 

trade structure of East Asian countries with other African countries. This finding is 

consistent with the survey results published by the Japanese organization JETRO16 

in 2014, where Japanese executives asserted that half of the competition they were 

facing in Africa was due to East Asian companies (28% from other Japanese 

companies, 11% from Chinese companies and 9% from Korean companies). The 

percentage of Japanese executives citing Chinese and Korean companies as main 

competitors is even higher in the manufacturing sector (17% cited Chinese 

companies and 12% cited Korean companies).  

 

ii. Methodology 

Data on Foreign Direct Investment is provided by the United Nations 

                                          
16 Ibid. Japanese FDI in Africa 
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through one of its agencies (The United Nations Conference on Trade and 

Development). We used this database on FDI to determine factors of Chinese, 

Japanese and Korean investment stock in Africa. This quantitative study aims at 

finding statistical relationships between FDI and factors such as population, 

corruption perception, and so on.  

However, understanding the motivations behind FDI is a tricky matter 

because numbers provided by the United Nations Agencies or governments are 

sums of individual projects, each of whom has a different weight in the FDI total. 

The numbers are expressed in amount of dollars of FDI stock accumulated in one 

country. As such, one large project may overshadow dozens of smaller projects that 

reflect the decisions of dozens of company to invest in a target country.  

 

iii. Database 

Foreign Direct Investments are the dependent variable of the study. Figures 

have been extracted from the UNCTAD database online. Although FDI flows 

would be more convenient than FDI stocks to analyze the interests of East Asian 

companies in Africa, flows from Japan and Korea towards Africa are still relatively 

small, volatile, and therefore inconsistent when compared to Chinese outward FDI 

flows. Because only a small amount of projects are undertaken each year in a 

particular country, the launch of a single big project could alter the consistency of 

the database. As a result, the study will focus on FDI outstock in Africa rather than 
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FDI outflows.  

 

Literature about factors affecting FDI shows that population, economic 

growth or natural resources may not be enough to explain FDI repartition. In our 

specific case, the risk associated with doing business in African countries ranges 

from high to very high, with only a few countries perceived as low-risk countries 

(Mauritius for example). Therefore, it is natural for potential investors to take into 

account a wider array of indicators about one country. Those indicators will help 

the decision-maker to assess the business environment and to calculate external 

risk of the investment he is willing to do. In order to reflect those indicators, we 

have built a database that encompasses three types of indicators for each country:  

- Factual Indicators: Population17, GDP/Capita18, Infrastructure Capacity19, 

Oil, Gas, Ore and Metal resources20 

Those indicators are facts about the country potential as a market. 

Population can help to evaluate a potential customer market, now or in the 

future.  The GDP/Capita indicator helps companies assess the purchasing 

power of individuals or governments. A country with a small population 

but a high GDP/Capita may be a bigger customer market than a country 

with a large population and limited GDP/Capita. Infrastructure Capacity 

                                          
17 CIA, https://www.cia.gov/library/publications/the-world-factbook/ 
18 World Bank, http://data.worldbank.org/indicator/NY.GDP.PCAP.CD 
19 AFDB, The Africa Infrastructure Development Index 
20 CIA, https://www.cia.gov/library/publications/the-world-factbook/rankorder/2249rank.html 
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shows the hurdles that investing companies could face if the country lacks 

roads or telecommunication networks. Oil, Gas, Ore and Metal resources 

are estimations of the country global resources, which will attract 

multinational companies if they are untapped. These indicators provide 

macroeconomic data that do not show the situation in a country at a 

specific moment. 

- Trade Indicators: Economic Growth21, Inflation22, Trade Openness23 

Trade Indicators provide information about the stability of the business 

environment previous to the investment. Economic growth shows the 

dynamism of the economy. For a similar development level, a stagnating 

economy offers fewer opportunities than an economy growing rapidly. An 

uncontrolled inflation is the sign that the government is not able to regulate 

the economy, while deflation is the sign that the economy is not growing. 

The third indicator, Trade Openness, shows how the country has opened its 

economy to global trade and is used to dealing with foreign companies 

through import and export. All these indicators may change suddenly as a 

new government comes to power or if an internal crisis were to happen. 

Besides, they are limited as the dataset ranges only from 2010 to 2012. 

Countries experiencing strong growth variations may be affected by 

sudden crises (Libya) or be recovering from an economic meltdown 

                                          
21 http://www.africaneconomicoutlook.org/statistics/table-2-real-gdp-growth-rates-2003-2013/ 
22 World Bank, http://data.worldbank.org/indicator/FP.CPI.TOTL.ZG?page=1 
23 World Bank, http://data.worldbank.org/indicator/NE.IMP.GNFS.ZS/countries 
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(Zimbabwe).  

- Indicators of Perception: Ease of doing Business 24 , Rule of Law 25 , 

Government Effectiveness 26 , Political Risk 27 , Corruption 28  and 

Democracy29. 

This section is based on the perception of the country management by 

foreign organizations. Indicators range from Ease of Doing Business to 

Corruption. They may be calculated through surveys or through other 

indicators and are used by organizations to have a clearer picture of the 

situation in a given country, beyond the factual and economic figures. 

Whether these indicators are relevant or not for decision-makers in East 

Asia remains to be proven and will be analyzed through a statistical 

regression. The limit of these indicators is their possible subjectivity in 

assessment.  

 

In addition to these three kinds of indicators, the data of Imports and 

Exports from East Asia to Africa has been extracted from the UN Comtrade and 

added to our database, as well as the Foreign Direct Investment Data, that was 

extracted from the UNCTAD database.  

                                          
24 World Bank, Ease of doing Business 
25 World Bank, http://info.worldbank.org/governance/wgi/index.aspx#reports 
26 Ibid. 
27 Ibid. 
28 Transparency International 
29 The Economist, https://portoncv.gov.cv/dhub/porton.por_global.open_file?p_doc_id=1034 
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The database encompasses three years, from 2010 to 2012, in order to show the 

evolution through the years and increase the number of observations. All data for 

2013 had not been publicized at the time of writing. 

The database covers 40 African countries out of 54 in total, and ranges 

from economic giants like Nigeria to small islands like Cap Verde and failed states 

like Somalia. Two entities stand out: Western Sahara, because it has not been 

recognized as a country, and South Sudan, because it is too young a country to find 

relevant data. As a result, Western Sahara will be assimilated to Morocco and South 

Sudan to Sudan. Economies that have no trace of FDI Outstock from East Asia 

have been left aside the study. They include Comoros, Djibouti, the Gambia, Benin, 

Burundi and more surprisingly Burkina Faso.  

Liberia has been identified as an outlier and was taken out of the database 

due to its policy to encourage foreign ship owners to register vessels using its flag 

of convenience. East Asian countries export ships and vessels to Liberia in order to 

receive the flag of convenience and then operate in different parts of the world, 

having no connection whatsoever with the real Liberian economy. 
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The following table provides summary statistics about the database.  

 

  

Variables Mean Std. Dev. Min. Max.
Dependent Variable = FDI Outstock
       China 415                   752                 -                  4 775                  
       Japan 122                   536                 -                  3 579                  
       Korea 58                     158                 -                  1 171                  

Export 685 102           1 116 317     -                  14 609 684       
       China 1 525 038       2 548 487     14 856           14 609 684       
       Japan 277 705           708 125         -                  4 606 485          
       Korea 252 563           533 641         863                 2 487 016          
Import 942 926           3 360 846     -                  44 653 737       
       China 2 245 803       6 645 440     -                  44 653 737       
       Japan 410 854           1 297 150     4                      8 472 076          
       Korea 172 121           445 291         -                  3 105 439          

Factual Variables
Population 26,2                 34,0               0,01                185                     
GDP/Capita 3 246,1            4 255,6          108                 22 404               
Infrastructure Capacity 25,9                 22,9               2,8                  84                       
Oil 282,7               616,3             -                  2 525                  
Gas 6 495,3            18 425,3       -                  82 760               
Mineral Resources 14,2                 20,1               -                  73                       

Economic Variables
Growth Rate 5,1                    3,3                  -4,7                16,7                    
Inflation 7,2                    6,8                  -15,0              37,4                    
Trade Openness 78,7                 38,3               0 205,5                 

Perception Variables
Ease of doing business 67,8                 45,2               0 183,0                 
Rule of Law 36,9                 13,8               1,0                  69,8                    
Gov. Effectiveness 36,4                 13,3               5,2                  66,0                    
Political Risk 39,7                 18,9               0 73,8                    
Corruption 69,1                 11,5               35,0                92,0                    
Democracy 43,7                 17,5               0 81,7                    

Summary Statistics 2010-2012 (40 countries)
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iv. Results & Analysis 

 

Using the database that we built, we create models with each country’s 

FDI as a dependent variable and the different indicators as explanatory variables. 

First, a regression of FDI with Imports and Exports shows us how trade and 

investment are related, and whether investment can be associated to imports, 

exports or both. Then, we run three different models for each country. The first 

model is based on the factual indicators, as to provide a picture of the receiving 

country’s condition in the long term. The second model is based on the economic 

indicators that provide a picture of the country between the years of study (2010-

2012) and includes the factual indicators as well. The third model adds to the 

previous two set of indicators a third set of indicators focusing on perception. After 

running a linear regression, results are reported in the tables of the following 

sections, that include coefficients and standard errors.  

 



 

52 

a. Chinese FDI Outstock in Africa 

 

p-Values are in parentheses and ***, ** and * denote significance at 0.01, 0.05 and 0.10 

levels respectively. 

 

The table investigates the determinants of Chinese investment in Africa. 

When looking at the coefficients, one should keep in mind that Chinese investment 

in Africa are higher compared with Japanese and Korean investments, thus 

Explanatory Variables (1) (2) (3) (4)
.0001834***

(0.000)
.0000351***

(0.000)
10.24586*** 9.514744*** 4.555914

(0.001) (0.004) (0.198)
.016239 .0413466 .0822463***
(0.516) (0.134) (0.005)

14.60203*** 13.26229*** 7.768865
(0.001) (0.003) (0.139)

.0189848 -.0248029 .0109405
(0.929) (0.908) (0.958)

 -.0114416*  -.0119476* -.0043978
(0.081)* (0.066) (0.484)

9.642402** 12.17187*** 8.890527**
(0.024) (0.006) (0.047)

-29.14911 -8.734822
(0.294) (0.751)

6.948873 -4.624341
(0.582) (0.698)

 -4.236143*  -4.383511*
(0.081) (0.051)

4.45915
(0.200)

 -44.98083**
(0.019)

18.50338
(0.369)

-14.43284
(0.109)

12.34578
(0.451)

33.42548***
(0.000)

56.44838 -370.3103 6.261914 -933.9761

120 84 84 84

0.7239 0.3904 0.4288 0.5880

DEMOCRACY
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CHINA
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coefficients are more likely to be bigger than the coefficients obtained in the 

Japanese and Korean tables.  

 

First, there is a clear relationship between Chinese trade and Chinese 

investment in Africa, as the first column shows. Chinese FDI is more likely located 

in countries that have trade ties with China.  

The first and second models share the same results and show how 

Population, Infrastructure Capacity, Gas, Minerals and Trade Openness are 

significantly correlated with Chinese investment. By contrast, Oil and Growth are 

not correlated to Chinese Foreign Direct Investment.  

The third model, including all indicators, tells us a slightly different story, 

as Population and Gas are not statistically significant to explain Chinese Foreign 

Direct Investment. In addition, GDP Per Capita, the Rule of Law and Democracy 

are statistically significant in this model. Political risk is also close from 

significance.  

As a result, we will keep six Indicators as statistically significant to 

explain Chinese investment’s pattern in Africa. Indicators with a positive 

correlation are:  

- GDP Per Capita. Investment in countries with a higher GDP Per Capita is a 

sign that investments are targeting wealthier markets, whose customers are 

likely to spend more on consumer goods. Nonetheless, a high GDP per 

Capita is not necessarily linked with high purchasing power from the 
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average citizen, since it could also reflect an important production of 

natural resources such as oil, gas and minerals that is unevenly shared 

among citizens. Angola is one of the most unequal countries in Africa 

despite its high GDP Per Capita.  However, oil and gas production seem 

not be correlated with Chinese investments (see below), thus validating 

that Chinese Investments are targeting countries with higher customer 

purchasing power. 

- Infrastructure Capacity. Robust infrastructures are important for companies 

that want to reach their end-customers easily. Although infrastructures also 

help resource-seeking companies to export extracted goods, resource-

seeking investments are more likely to be stand-alone projects requiring to 

build new infrastructure by themselves (to reach new exploiting sites for 

example), and are therefore less reliant on a pre-existing good 

infrastructure network. 

- Minerals. Countries with an important amount of mineral reserves are 

likely to attract Chinese companies. For example, South Africa and Zambia, 

which are mineral-rich countries, are the two main retainers of Chinese 

outward FDI stock in Africa.   

- Democracy. The indicator on Democracy pictures how organized and 

pluralist the political life of a country is. Countries ranking high on this 

indicator offer stable perspectives for investors and a government that is 
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more likely to listen to citizen complains and act to improve their 

purchasing power.  

Indicators with a negative correlation are:  

- Trade Openness. The negative correlation with Trade Openness can be 

explained by the barriers of entry that some African countries have enacted 

in order to foster home-built products. Foreign Direct Investment can be 

used to bypass those barriers and set up operations (such as assembly 

factories) in the recipient country to avoid high tariffs.  

- Rule of Law. Because Chinese entrepreneurs have become used to 

navigating through a changing and volatile legal and regulatory 

environment at home, they are more likely to success in such an 

environment when they face competition with Western or Japanese 

companies that are not used to these environment.  

 

Indicators that are surprisingly not correlated:  

- Oil & Gas: Despite important Chinese investments in Angola, Sudan and 

Algeria, the regression shows no correlation between those two kind of 

natural resources and Chinese investment. This may be due to the fact that 

Chinese investments related to gas and oil are mostly concentrated in the 

Middle East (Saudi Arabia, Iran), Russia and Central Asia. Angola is the 

only major oil provider to China located in Africa. 
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The Results of the regression support the hypothesis that governance and 

infrastructure play a role in the investors’ mind. However, economic indicators that 

are focused on short term outcomes such as economic growth and inflation have 

been unable to provide a satisfactory explanation to investment patterns. Contrary 

to popular belief, it is interesting to see that Chinese Investments are not linked to 

oil and gas in the receiving countries. Minerals seem to play a far bigger role in 

Chinese investments in Africa, namely in three countries: Zambia, South Africa 

and the Democratic Republic of Congo.  

Besides, the fact that countries with an higher GDP per Capita and 

Democracy attract more investment is consistent with our hypothesis that Chinese 

investments are no longer interested solely by primary factors, but they are also 

interested in finding opportunities to reach new customers. This hypothesis is 

validated for Chinese companies. 
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b. Japanese FDI Outstock in Africa 

A similar regression is run with Japanese Foreign Direct Investment in Africa.  

 

p-Values are in parentheses and ***, ** and * denote significance at 0.01, 0.05 and 0.10 

levels respectively. 

 

We also run regressions to analyze the correlation between Japanese FDI 

and our sets of indicators. First, the relationship between Japanese FDI and exports 

Explanatory Variables (1) (2) (3) (4)
.000524***

(0.000)
.0000831**

(0.025)
 4.983029** 4.934985** 1.891411
 (0.023) (0.042) (0.467)
 .0085703 .0256708 .0485108**
 (0.643) (0.211) (0.024)
 16.67482*** 15.4771*** 9.910837**
 (0.000) (0.000) (0.012)
 -.1289681 -.1630467 -.0940317
 (0.412) (0.308) (0.541)
  -.0112276**  -.0116991** -.0064461
 (0.021) (0.016) (0.167)
 3.304584 4.913752 1.212574
 (0.289) (0.131) (0.710)
 -22.20228 -15.49997
 (0.283) (0.446)
 .002735 -11.15634
 (1.000) (0.206)
 -2.780064  -2.862603*
 (0.124) (0.083)
 5.507473**
 (0.034)
  -28.40659**
 (0.044)
 10.57954
 (0.486)
 -6.57853
 (0.319)
 15.80986
 (0.192)
 22.87259***
 (0.000)

-57.32917 -398.9666 -108.7138 -1463.179

119 84 84 84

0.7511 0.3979 0.4291 0.5958
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from Japan to recipient countries is statistically significant and positively correlated. 

Identically, the relationship between Japanese FDI and imports to Japan from 

African partners is statistically significant and positively correlated. Japanese 

companies tend to invest in the countries where they have trading interests. 

 

 Then, we run a regression with our first and second models respectively. 

In these models, Population, Infrastructure Capacity and Gas attain statistical 

significance. Whereas Population and Infrastructure Capacity are positively 

correlated with FDI, Gas is slightly negatively correlated with FDI, meaning that 

Gas-producing countries are less likely to receive Japanese investments. The 

second model does not show any additional result compared with the first model as 

all three economic indicators are statistically non-significant. 

 The last regression tests the third model. In this model, GDP per Capita, 

Infrastructure Capacity, Trade Openness, the Ease of doing Business, the Rule of 

Law and Democracy are statistically significant.  

 

GDP Per Capita, Infrastructure Capacity, the Ease of doing Business and 

Democracy are positively correlated to FDI. These criteria can be associated with 

the level of development of a country and their correlation to Japanese Foreign 

Direct Investment is not unexpected since 85% of Japanese FDI in Africa is 

directed to South Africa and Mauritius.  

By contrast, as it was the case for China, Trade Openness and the Rule of 
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Law are negatively correlated with Japanese FDI in Africa. The negative 

correlation of trade Openness can be understood as a proof that Japan is investing 

in offices and plants, following tariff barriers that have been erected by 

governments to foster local production.  

 

 The presence of natural resources such as oil, gas and minerals in a 

recipient country is not statistically significant with the amount of investment it 

will receive. Although quite surprising, this finding is consistent with the history of 

Japan in Africa. Despite a political will to secure natural resources exploitation by 

Japanese companies (namely Nippon mining) in the 1970s, Japan has historically 

relied on western companies exploiting natural resources in the continent.  

Those findings are consistent with our second hypothesis: rather than 

natural resources, Japanese companies are attracted by the prospects of one country, 

the quality of the business environment and its GDP Per Capita.  
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c. Korean FDI Outstock in Africa 

As for Chinese and Japanese FDI, we first run a regression to analyze the 

correlation between FDI and trade, and then we successively run regressions for 

our models based on factual, economical and perception indicators. 

 

a-Values are in parentheses and ***, ** and * denote significance at 0.01, 0.05 and 0.10 
levels respectively. 

Explanatory Variables (1) (2) (3) (4)
.0000754***

(0.000)
6.58e-06
(0.699)

.4744944** .1981601 -.0389583
(0.037) (0.311) (0.854)

.0022808 .0069656*** .0062819***
(0.232) (0.000) (0.001)

1.153775*** 1.070241*** 2.064561***
(0.001) (0.000) (0.000)

.0301997* .027795** .0326333***
(0.062) (0.033) (0.009)

.0000943 -.0000248 -.0004421
(0.848) (0.948) (0.234)

-.1007263 .2502728 .373239
(0.771) (0.373) (0.207)

-1.909335 1.199471
(0.262) (0.460)

1.537268** 1.377054*
(0.046) (0.056)

 -.9167697***  -.7418649***
(0.000) (0.000)

-.0610902
(0.776)

2.528401**
(0.031)

 -3.703121***
(0.005)

 -1.274385**
(0.029)

.5131969
(0.622)

.7618795
(0.154)

13.39032 -23.78342 36.25174 16.93901

112 76 76 76

0.3875 0.5064 0.7130 0.8035
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There is a statistically significant relationship between Korean exports to 

recipient countries and the amount of FDI that this country receives. The more 

goods are exported to a certain country, the higher the amount of investment in this 

partner’s economy. However, there is no statistically significant relationship 

between Korean imports from African countries and the amount invested in those 

countries. For example, Korea imported for around 336 million dollars of goods 

from Zambia in 2012, yet there is almost no Outward FDI Stock from Korea in 

Zambia.  

 

The first model, focusing on factual indicators finds that there is a 

statistically significant relationship between Population, Infrastructure Capacity, 

Oil, and Korean FDI. All three relationships are positively correlated.  

A regression on the second and third models, which include economic and 

perception factors respectively, finds out that there is a statistically significant 

relationship between Korean FDI and GDP Per Capita, Infrastructure Capacity, Oil, 

Inflation, Trade Openness, Rule of Law, Government Effectiveness and Political 

Risk.  

The positively correlated relationships are the following:  

- GDP Per Capita. In countries where the wealth is shared by the population, 

a high GDP Per Capita means that the average citizen is a potential 

customer. In countries where the wealth is obtained through natural 

resources extraction and is not redistributed, a high GDP per Capita means 
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that the government is affluent enough to launch important infrastructure 

projects.  

- Infrastructure Capacity. The relationship between Korean FDI and 

Infrastructure shows that Korean companies are investing in countries that 

have developed and/or are developing their infrastructures.  

- Oil. Korean companies are more likely to invest in oil-producing countries 

- Inflation. Countries with higher inflation attract more Korean FDI.  

- Rule of Law. Countries with better rule of law attract more Korean FDI 

 

The negatively correlated relationships are the following:  

- Trade Openness. As for Japan and China, Trade Openness has a negative 

correlation with Korean Foreign Direct Investment in the country. This 

may be due to trade barriers implemented to strengthen the local economy, 

thus forcing foreign companies to invest in plants or on-site activities 

rather to import from their origin country. 

- Government Effectiveness. Surprisingly, government effectiveness has a 

negative correlation with Korean Foreign Direct Investment.  

- Political Risk. Similarly, the less a country is politically safe, the more it 

receives Korean FDI.  
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4. Discussion 

i. Chinese companies in Africa 

The Chinese government has led an active policy towards Africa since the 

end of the 1990s. It has refused the term ODA to differentiate itself from Western 

donors, whose loan ties on good governance have alienated some African 

governments. Instead of speaking of ODA, China stresses that it enters a mutual 

partnership with African countries. The case study of China in Angola tells us a 

great deal about the kind of relationship that China is establishing on the continent 

 

Chinangola case study 

 During the 1990s, nascent exchanges between China and Angola were 

mostly focused on security and defense, due to the state of civil war in the former 

Portuguese colony. From the end of the civil war in 2002, economic exchanges 

rose and cooperation between China and Angola reached in a milestone in 2004 

with the first oil-backed loan from China. Before benefiting from the Chinese oil-

backed loans, Luanda had been borrowing from Western countries and Western 

banks. However, those loans were either attached with strings on governance when 

they originated from the Bretton Woods institutions, or they were negotiated at the 

expensive rate of LIBOR+2.5%. The Export-Import Bank of China provided US$ 2 

billion to Angola in order to reconstruct the country’s infrastructure, at a rate of 

Libor+1.5%, together with a longer period of reimbursement than the Western 
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banks were able to consent. The success of this loan paved the way for similar 

loans, and in 2007 a second US$ 2 billion oil-backed loan was signed in Luanda. 

The money from these loans was directed at Chinese construction companies that 

started works on roads, railways and airports of the country. The China Roads and 

Bridge Corporation worked on the largest project, a US$211 million renovation 

contract for the roadway between Luanda and Uige (Campos & Vines, 2007).  

 Loans backed by the Chinese government offered Chinese companies the 

opportunity to set a lasting foot in Angola. Workers were imported from China to 

work on infrastructure projects. Following the completion of the works, Chinese 

companies had gained experience in the fast-growing market of Angola and were 

able to gain tenders from the World Bank or other institutions to complete new 

infrastructure projects and strengthen their presence in the market30. Chinese 

energy companies also stepped in the Angolan market. Sinopec created a local 

joint-venture with the Angolan national oil company Sonangola, and was awarded 

exploration contracts at the expense of European or Indian companies. A joint 

venture between the Angolan national diamond mining company, Endiama, and a 

Chinese firm, CIF, was also signed in 2008 to exploit diamonds and organize their 

cutting and production in Hong Kong.  

 Meanwhile, the Chinese government has repeated it was seeking for a 

balanced partnership in Angola. During a Wen Jiabao’s visit in Angola, the 

                                          
30 Sino Hydro was awarded a US$20 million project to build a water supply network in 
Angola 
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Angolan president Eduardo do Santos used the words “mutual advantageous 

partnership”, “pragmatic” and “without political preconditions” to describe the 

relationship between the two countries. In 2014, Angola was the second largest 

supplier of oil to China, accounting for about 14% of total Chinese oil imports. 

China had become the first foreign actor in the country, thus raising suspicions 

about an Angolan dependency towards Chinese investors.  

 The case of Angola tells us how government-backed loans and an active 

policy of engagement from Chinese politicians with Angolan politicians has helped 

Chinese companies step foot in Angola. The same strategy has been observed in 

few other oil-producing countries (Algeria and Sudan mainly), but it can be 

observed in Angola neighboring countries. Zambia, Zimbabwe and the Democratic 

Republic of Congo, all three rich in minerals, have benefited from large loans from 

the Chinese governments, and Chinese companies took the opportunity to establish 

themselves in the construction, engineering and mining sectors.  

 

Entrepreneurs looking for opportunities 

 The second component of Chinese economic presence in Africa is the zeal 

of African-based entrepreneurs that import goods “Made in China” and resell them 

on the local markets. The rise of China as the world’s factory has provided foreign 

markets with cheaper consumer goods, such as textile, electronics or transportation.  

A new class of African entrepreneurs has seized the opportunity and 

started importing those goods into their own country. Internet has enabled them to 



 

66 

get in touch with Chinese companies through dedicated websites, such as 

Alibaba.com. When they met success, entrepreneurs diversify their business and 

organize business trips to the Emirates or China to meet their suppliers.  

 The advantage of such a phenomenon for Chinese firms is that they were 

spontaneously contacted by African entrepreneurs, and were able to find outlets for 

their products in African markets, without necessarily targeting them. It is not rare 

that several entrepreneurs import the same Chinese products or brand for a given 

country. They may sometimes cooperate and use “grouping” techniques to fill up 

containers when their individual volumes are too small.  

 The drawback of this phenomenon is that only few Chinese firms appoint 

official distributors for their products in Africa. When they have no official 

representative, Chinese firms deal with several business acquaintances in a single 

country and treat orders on a case by case basis. This can be detrimental for three 

reasons. First, their order book may be subject to volatility as they cannot plan 

sales in advance. Second, their unofficial distributors can shift to another 

manufacturer at any time if competitors offer a lower price or a better quality/price 

ratio. Third, Chinese exporters who work on an order-by-order basis are neglecting 

one of the key roads to success: brand recognition and marketing. The example of 

Chinese motorcycles in Africa is telling. 

 

The motorcycle industry case study: part 1 

 In ten years from 2001 to 2011, Chinese motorcycles have reshaped the 
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cityscape of numerous African cities. Premium Japanese motorcycles accounted for 

up to 90% of the local markets in the 1990s, targeting mainly businesses, 

governments and NGOs. Cheap Chinese motorcycles entered African markets at 

the turn of the century, targeting the average customer. They could be found at 

around US$700 in market places. Motorcycle markets in West Africa grew 

exponentially during 10 years. Nigeria became the world’s largest importer, 

reaching total imports of 1.7 million motorcycles in 2011, 1.3 million of them from 

China. The structure of the market reversed, with Chinese brands accounting for 

more than 90% of the market in most countries.  

 African entrepreneurs are the leading force behind the market expansion. 

They set up business connections with Chinese Original Equipment Manufacturers 

(OEM) and started importing cheap products in their country. It is common that a 

single Chinese factory provides similar models to different distributors within a 

same country, since those unofficial distributors do not require exclusive dealership. 

In some cases, motorcycles manufactured in the same factory are branded 

differently for a same market. In other cases, the distributors create themselves a 

brand name adapted to the local market, such as Patriot, Captain or Suzuka.  

 Even though this strategy has benefited Chinese companies while the 

markets were expanding fast, it is unclear whether it will be sustainable when the 

markets consolidate. Indeed, Chinese companies have not been able to use their 

early-comer advantage to establish sustainable competitive advantages such as a 

distribution channel or brand recognition. The market share of several Chinese 



 

68 

brands is far too dependent on the price factor, which is threatened twice. First, 

Chinese manufacturers may not be able to keep their price advantage as there is 

increasing pressure for wage rise in the Middle Kingdom. Second, some African 

entrepreneurs have been able to bypass regulations and tariffs, widening the price 

gap with official distributors abiding by the government rules. It is likely that these 

unfair practices will be sanctioned sooner or later, especially since the motorcycle 

business has come under government scrutiny in the past few years.  

 In Nigeria, home to Africa’s largest motorcycle market, Japanese and 

Indian motorcycle makers are rapidly gaining market share compared with Chinese 

makers. Those two “new” competitors have heavily invested in marketing tools and 

distribution channels through official distributors in order to build brand 

recognition. Meanwhile, they cut the production price of their products, invested in 

assembly plants to bypass prohibitive tariffs and maintained a level of quality that 

is far ahead of Chinese production. If such a pattern were to be generalized all over 

African motorcycle markets, it is likely that Chinese manufacturers will suffer.  

From cost advantage to differentiation  

 Chinese manufacturers have flooded the African markets with cheap 

“Made In China” goods in several different industries (textile, shoes, electronic 

equipment, motorcycle and so on…) Given the weakness of most African 

industries, those goods entered in competition with other imported goods rather 

than with the locally manufactured products.  

Chinese goods have mainly appealed to the Bottom of Pyramid market. 
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Their impact on this socio-economic category has been considerable as they 

provided daily consumables at an affordable price for the African middle and lower 

classes, thus enhancing their purchasing power. According to Michael Porter’s 

framework, Chinese consumer goods firms in Africa are mainly pursuing a cost 

advantage strategy. However, some Chinese companies have embraced the idea of 

building a recognized brand name and increase their products quality to compete 

with brands from developed countries. Thus, they are moving from a cost 

advantage to a differentiation advantage.  

Bouyoucef and Chung take the example of Haier’s strategy in North 

Africa to illustrate this strategy change. From a Qingdao-based nearly bankrupt 

company in 1984, Haier has risen as China’s first home appliance maker and the 

world’s third largest. Haier rounded up its internationalization strategy in the mid-

1990s, with the aim to sell two-thirds of its production outside of China and set up 

joint-ventures and alliances with foreign partners to produce one third of its 

production abroad. Zhang Ruimin, Haier’s CEO, has always stressed out the 

necessity to set up a strong local presence in target markets, such as manufacturing 

plants that enable the company to avoid trade barriers. In 2015, Haier operates 

plants in joint ventures in Nigeria31, Algeria and Tunisia to produce washing 

machines, refrigerators and air conditioners. In North Africa, Haier partnered with 

the Tunisian Group Hachicha and set up the Hachicha Haier Worlwide (HHW) 

                                          
31 Haier entered in a joint-venture with the UK PZ Cussons Group in 2001. It reached 
US$200 million sales in 2010 under the brand name Haier-Thermocool, Rubicon Strategy 
Group, 2012 



 

70 

Joint-Venture, which handles two plants in Tunisia and Algeria, through the 

subsidiary Haier Sodinco. Overall, Haier’s strategy entails several benefits 

compared to mere exports:  

- Reduced Risks of entry through joint-ventures. Whereas Haier usually 

holds the majority of the capital in the joint-ventures it sets up in developed 

countries, it holds only minority shares in its alliances with African companies. 

Minority partnerships with local companies or licensing enabled Haier to reduce 

risks and benefit from the partner’s assets such as knowledge of the recipient 

country. Since market access was the main goal of Haier, it didn’t need to set up 

fully owned subsidiaries as it did in Europe and North America. In those developed 

countries, Haier’s strategy was not only market-seeking but also asset-seeking, in 

the forms of skilled labor or technology, which were not available in Africa at the 

time of entry.  

- Adapt to local needs. Haier plants have adapted production to the 

African weather conditions, for example a refrigerator that can survive 100 hours 

of power shortage, or an air conditioner adapted to desert conditions.  

- Discount trade barriers. Because it imported Completely Knocked-

Down (CKD) goods and assembled them in the host country, HHW was able to 

bypass trade barriers for Completely Built-Up (CBU) goods and obtained an 

additional cost advantage. In Algeria, the discount was 5% for Appliance imports. 

- Build first-mover competitive advantages. Besides brand recognition, 

Haier developed a strong brand network in Algeria. By 2009, it counted 30 regional 
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distributors, 107 licensed dealers and 7 regional after-sale service centers. Haier 

has also trained and retained a workforce of 170 employees in Algeria, all of them 

locals.  

- Market Resemblance. Chinese firms benefit from a competitive 

advantage when they operate in markets where regulatory and economic structures 

are not as developed as in the Western countries. Although Western countries 

companies are deterred by such environments (Buckley et al., 2007), Chinese 

companies have a preference for these environments (Boisot and Child) due to the 

similarities with China in the 1980s or 1990s.  

- Political Support. Haier also benefited from government support. In 

2005, in collaboration with the International Department of the Communist Party 

of China, Haier welcomed representatives of 17 African countries to visit its head 

factories in Qingdao and advertise its brand32.  

 The case of Haier tells us that some Chinese brands have started to adapt 

their strategy and want to differentiate their products to compete at the same level 

with the top brands in their sector. In addition, Haier’s early entry and preemption 

on some key assets of the Algerian market, such as an extensive distribution 

network, have raised entry barriers for potential newcomers. Subsequently, Haier 

was named among the “Top 10 Chinese enterprises that moved Africa”. Like Haier, 

there are examples of Chinese companies investing in Africa for many different 

                                          
32 Following the visit, African party representatives asserted that they would be volunteer 
spokesperson for Haier in their respective countries, China Xinhua News Agency, 
http://news.xinhuanet.com/english/2005-06/28/content_3144500.htm 
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B2C sectors. Foton and Lifan have opened car assembly factories in Kenya and 

Ethiopia respectively33. A Beijing-based pharmaceutical company, Holley-Cotec, is 

making inroads in Africa markets with four subsidiaries in East Africa and Nigeria, 

selling medication to fight malaria. ICBC bought a 20% interest in the 

Johannesburg-based Standard Bank, one of the leading banks in the continent. The 

TV Company Star Times brought Chinese TV shows to African TV watchers, and 

claims 4 million subscribers scattered in 23 African countries34.  

Despite those success stories, opening local subsidiaries remains a rare 

strategy among Chinese companies targeting African mass market: in the “Top 10 

Chinese enterprises that moved Africa”, all companies except Haier and Holley-

Cotec were mining and construction companies. 

 

Chinese migration 

 Thousands of Chinese entrepreneurs have settled in Africa. Howard 

French assesses that the Chinese diaspora in Africa has come close to 1million 

people. Antoine Kernen and Benoït Vulliet have analyzed the stories and 

motivations of Chinese entrepreneurs in two West-African countries: Mali and 

Senegal. Although they note stark differences in the two countries in the kind of 

business they are engaged too, migrants share similarities. Some of them may have 

started in Africa as workers for construction or engineering companies. When the 

work was over, they decided to stay and look for business opportunities instead of 

                                          
33 Lifan planned to sell 1 200 locally assembled car for its first year operation in 2013 
34 Star times Company Website http://en.startimes.com.cn/companyprofile/index.htm 
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going back home. In Dakar, more than half of the Chinese migrants come from the 

Henan Province. Although some of them have been established for decades, it is 

telling that the only Chinese construction company in the country is “Henan China”. 

In Mali, several Chinese migrants have created their own subtracting firm in the 

construction industry and provide services to their former Chinese employer as 

well as other local firms. Some other entrepreneurs are true adventurers that have 

been looking for opportunities to create their own business. In that case, family ties 

have probably played an important role in the choice of location.  

 Although the economic involvement of China in Africa is often analyzed 

through the Chinese government actions and the Chinese Multinational Companies 

Investments, Chinese Entrepreneurs are actually the most visible part of Chinese 

presence in Africa, since they have taken jobs in the distribution sector and operate 

businesses in city centers. Chinese wholesaler shops have a competitive advantage 

in importing Chinese products as they have a better knowledge of the origin market, 

can negotiate the prices with the manufacturers and compare the quality with other 

products in the Chinese market35. Part of the family that stayed in the mainland can 

also take on the relationship with manufacturers. Beyond wholesalers, Chinese 

activity is also important in the hotel/restauration area, construction and medicine. 

When they meet success, Chinese entrepreneurs are keen to expand to neighboring 

countries and/or diversify their business to find new profit centers. 

                                          
35 Products found in Mali and Senegal wholesaler shops differ. They may be as diversified 
as shoes, clothing, hair, plastic flowers, medication, drugs, photographs and printers, three-
wheelers, air conditioners, and so on… 
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 Kernen and Vulliet emphasize that those entrepreneurs have no ties with 

the Chinese government and are not the result of a proactive policy from China. 

They are a spillover effect of Chinese MNEs presence in Africa. Former state-

companies workers who had settled in Africa after a construction work and made a 

fortune spread the word in their hometown, therefore luring many more of their 

compatriots to their host country. Therefore, this phenomenon is rather the outcome 

of personal ambition. In Ghana, success stories about migrants who became rich 

thanks to gold mining attracted fresh Chinese migrants from the Guangxi 

province36. Kernen and Vulliet’s interviews with Chinese embassies revealed that 

Chinese Investment Bodies were mostly directed to the works of State-Owned 

Companies and large Multinational Private Companies. Small and Medium-sized 

businesses had no contact whatsoever with the embassies, except through the 

Chinese Community Association. Nevertheless, there is a win-win game between 

large Chinese multinational firms, who hire local Chinese sub-contractors, and 

local small and medium sized businesses, whose strong network in the host country 

can also help larger companies.  

 

Unsurprisingly, the growth of the Chinese community has been perceived 

as a threat by local merchants who face what they call “unfair” competition. In 

Senegal, the UNACOIS, a local syndicate, spread the idea that Chinese 

                                          
36 About 12,000 inhabitants of the Shanglin County (Guangxi Province) are said to be in 
Ghana. http://www.ft.com/intl/cms/s/0/9bb3c29c-d0d8-11e2-be7b00144feab7de.html#axzz 
3YTPSR1aB 
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businessmen did not abide by the government rules, did not pay their taxes, sold 

low-quality goods, and sent all their benefits back to their home country instead of 

reinvesting them in the local economy. Overall, their lack of contribution to the 

host country’s development, as well as their alleged involvement on illegal 

activities and their abuse of workers has been an increasing rhetoric in African 

countries.  

 As a result, tensions with the Chinese community have been more and 

more frequent all over Africa. In 2015, Ghana jailed 169 Chinese workers who 

were illegally mining for gold, sparking political frictions between the two 

countries. In Zambia, the 2008 political election triggered a debate about Chinese 

involvement in the country, one candidate accusing China to be worse than the 

previous colonial masters. In 2010, mismanagement tensions erupted in crisis at a 

Chinese mine in Zambia37. Feeling threatened, Chinese managers shot at their 

workers, wounding 11 in the process. The Chinese government allegedly 

intervened to hamper prosecution of the Chinese citizens, threatening to stop its 

investment in the country. In 2012, the mine workers protested again against poor 

work conditions and low wages, about one third below the Zambian minimal wage. 

One of the Chinese managers was killed in the protests.  

 Such stories have started harming the image of China in Africa. In the 

                                          
37David Blair, The Telegraph.  
http://blogs.telegraph.co.uk/news/davidblair/100175001/zambian-miners-crush-a-chinese-
manager-to-death-remember-that-when-beijing-boasts-about-its-win-win-african-
parternships/ 
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long run, small and medium businesses’ behavior could seriously shatter China’s 

rhetoric that it is a peaceful actor merely seeking for mutual partnerships. In order 

to preserve the image of China, some Chinese embassies have developed local 

associations to gather the Chinese business community. They encourage 

businessmen to adopt good management practices and abide by the local rules.  

 

In a nutshell, Chinese companies’ involvement offers a pluralist approach. 

Efforts from the Chinese government to create mutual partnerships across the 

continent have helped Chinese construction, engineering and mining companies tap 

into markets where the lack of infrastructure and fresh revenues from natural 

resources offer great opportunities. Besides Angola and Sudan, oil and gas have not 

been a main determinant in Chinese investments. Instead, Mineral resources such 

as ore and copper have played a bigger role in attracting Chinese investments. 

Meanwhile, Chinese goods have flooded the continent and enhanced the 

purchasing power of the bottom of Pyramid. Brand-less goods are common, the 

export of which remains chaotic and based on opportunities rather than on a 

comprehensive strategy from Chinese firms. Only few consumer goods companies, 

such as Haier or Lifan, have taken early stakes in the African consumer markets, 

and those strategies have revealed successful so far. When they do formally enter a 

market, Chinese companies will tend to open joint-ventures with local companies 

to reduce exposure risks.  

 Enthusiasm about Chinese multinationals should not take our attention 
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away from the first face of China’s presence in Africa: hundreds of thousands of 

Chinese migrants have taken root in Africa’s economic network, excelling in a 

wide array of sectors, the first being distribution. Thanks to their market knowledge, 

those Chinese migrants are also an asset for the expansion of Chinese multinational 

companies in the future.  

ii. Japanese companies in Africa 
 

Compared with China and Korea, Japan has had stakes in Africa since the 

beginning of the XIXth century. However, Japanese activity in Africa has been 

limited due to the strong presence of European actors and the focus of Japanese 

companies on other markets. Meanwhile, Japanese tainted support to the apartheid 

regime in South Africa alienated other African regimes. Today, South Africa, 

Mauritius and Egypt together account for 92% of Japanese FDI in the continent. 

Below the Sahara, Japanese FDI is focused in South Africa and Mauritius, those 

two countries accounting for 98% of Japanese Foreign Direct investment in Sub-

Saharan Africa. South Africa, Mauritius, Nigeria and Ghana together account for 

more than 99% of Japanese investment in Sub-Saharan Africa. 

The level of development of South Africa and Mauritius explains most of 

their attractiveness. They are considered as mature enough to purchase Japanese 

products and Japanese services. Additionally, those countries are doors to develop 

activities in other parts of the continent. South Africa is a member of the South 



 

78 

African Development community (Sadc)38 and Mauritius offers preferable tax 

agreements for companies investing in Africa39. 

In a 2008 JETRO study on Japanese Companies motivations to enter 

African markets, the factor “potential marketability” was chosen by 71% of 

respondents, compared with only 13% for “profitability”. “Market Size” came 

second with 33% of respondents choosing this motivation. An interview given by 

Johan Van Zyl, Toyota’s managing director for African activities, confirms this 

vision. According to him, Africa will become an important market for car makers, 

but it will take time for companies to be profitable. According to M. Van Zyl, 

Toyota is “making sure that they have the right foundation for the business in the 

future in Africa”. In line with this statement, it is coherent to observe that Japanese 

companies are more likely to invest in environments with high GDP Per Capita that 

are ranked high in the ease of doing business index and democracy index. Hence, 

our second hypothesis is valid for Japanese companies. 

 

The arms of Sogo Soshas 

While few Japanese companies have penetrated the African markets, Sogo 

Soshas have been interested in the continent’s prospects for future growth. For 

example, Mitsui had 20 offices in Africa in the 1990s, mainly focusing on 

                                          
38 The Sadc gathers 15 Southern African countries (the DR Congo is the most northern 
member). 12 of those states are member of a Free-Trade Union to promote intra-area 
exchanges. 
39  No capital gains tax, no withholding tax, no capital duty on issued capital, 
confidentiality of information, no exchange controls and free repatriation of profits and 
capital, no double-taxation. 
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construction, engineering and natural resources. Those offices were restructured 

into 4 offices in the mid-2000s, but a renewed interest in the region’s prospects 

reversed Mitsui’s decision, and four new offices have been reopened between 2011 

and 201440. 

Those general trading companies have developed the most extensive 

network of local activities, due to their diversified range of B2B activity. Since the 

1980s, Sogo Soshas have turned to commerce activities, in order to replace and 

outgrow manufacturing activities in which they had engaged abroad41. For instance, 

Sumitomo has developed aircraft leasing activities, besides its traditional activities 

in the energy and agriculture sector42. In 2012, Sojitz entered in a partnership with 

European investors to create Hermes-Sojitz Development and fund projects in 

various sectors in Africa, such as real estate or agricultural production. 

 

                                          
40 Mitsui Company website,  

https://www.mitsui.com/jp/en/business/challenge/1199564_1856.html 
41 UNCTAD, http://unctad.org/en/pages/PressReleaseArchive.aspx?ReferenceDocId=5720 
42 Sumitomo Company website,  

http://www.sumitomocorp.co.jp/english/business/area/africa/ 
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Source: African Stone Associates, 2009 

Among the seven Sogo Soshas, Toyota Tsusho Company (TTC) has taken 

a strong interest in Africa’s market potential, both for engineering projects and 

consumer goods. Due to Africa economic growth and population increase, both 

outperforming the world’s average, TTC has placed Africa among its top area focus 

for the 2020 strategy it unveiled in 2012. Like Mitsui, TTC started operations in 

Africa in the 1920s, through cotton imports. It then focused on power plants and 

engineering activities, building as many as 31 power plants in Egypt. Tunisia and 

Algeria have also been markets for TTC’s construction department. Besides, TTC 
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acquired Toyota car distributors in 11 African countries to strengthen its presence 

in fast-growing markets. Some of these distributors were bought from the British 

trading company Lonrho that had been operating in Africa since 1909.  

The main feat of TTC so far was the buy-out of the French trading 

company CFAO43 in 2012, the largest single acquisition in the history of TTC – for 

a cost of EUR €2.28 billion44. Thanks to this acquisition, TTC expanded its 

automotive dealership network to 33 African countries, and improved its coverage 

of Western and Central African countries, where French is the main language. 

Besides vehicles, CFAO is leader in healthcare goods in Africa, and distributes 

beverages, electronic goods and accessories. CFAO is also bound to open and 

operate shopping malls in Western Africa, thus placing TTC as a forerunner in a 

wide array of consumer goods industries.  

 

 

The motorcycle industry case study part. 2 

 Japanese consumer goods have been present in the African markets for 

several decades, and they have gained a strong reputation for quality and 

robustness despite the hard environment conditions of some African countries. 

However, the price of Japanese goods has positioned them as luxury goods for the 

                                          
43 CFAO is a trading company founded in 1887 specialized in distributing brands in Africa. 

Its activities range from distributing vehicles to operating shopping malls and 
manufacturing beer.  

44 Toyota Tsusho Company website,  
http://www.toyota-tsusho.com/english/about/project/africa/ 
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average African citizen, who had to save for long before contemplating the idea of 

buying a Japanese vehicle or a Japanese home appliance. In the 1990s, the main 

buyers of Japanese consumer goods in Africa were Businesses, Governments, Non-

governmental organizations, and rich individuals who could afford pricey goods. 

Meanwhile, markets were rife with second-hand goods from developed countries. 

In the beginning of the 2000s, cheap Chinese goods started to flood African cities 

and African customers were content to find affordable goods to sustain their needs. 

Families would familiarize with the use of home appliances, electronic goods or 

motorcycles in their daily lives, thus rendering those necessary.  

 But the honeymoon with Chinese goods came to a precocious end as 

customers started to complain about the bad quality of Chinese-made products. 

Only a short period after goods were bought, clothing would not resist weather 

conditions, motorcycles would break down in the middle of nowhere, and so on. 

Generalizations over such stories have pushed Africa’s nascent middle class in the 

quest for products with higher trademarks – Japanese brands for example. Because 

they have been providing Africa’s high-end market with quality products for so 

long, Japanese brands have created a strong brand reputation in the vehicle and 

home appliances sectors. For example, Yamaha is perceived as the best motorcycle 

brand in Burkina Faso, and is regularly imitated by competitors who try to sell fake 

Yamaha motorcycles to naïve customers.  

 In Nigeria, the world’s largest importer of motorcycles, Japanese 

motorcycle brands have been able to make a dent into Chinese market domination 
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by introducing low-cost models that are offering a better quality/price ration than 

Chinese competitors. To do so, Japanese brands manufacture their products in 

China, Vietnam or India, and apply very tough specification guidelines in order to 

ensure their products have a competitive edge. Suzuki first flooded the Nigerian 

taxi-moto market with a product that reached a substantive market share but was 

later banned among others, in a government move to reduce pollution. In 2012, 

Honda launched two new models in Nigeria, and met instant success, importing as 

many as 100,000 units from its Chinese factories in 2013. Honda’s success story in 

Nigeria can be explained by the fact it offered a viable alternative to Chinese 

motorcycles in a market where demand for middle-market products was not 

matched. Honda also retained an important asset thanks to its generator activity, 

implanted in Nigeria since the 1980s. This activity offered Honda a ready-to-use 

distribution network across the country. Yet, it is unclear whether Honda has been 

able to earn money with the launch of models at a defying cost in Nigeria. It is also 

possible that Honda prefers to increase its market share first, and earn the benefits 

of a good position later.  

 A competitor of Honda, Yamaha also positions itself in the middle-range 

with products adapted to the Nigerian market. Although it manufactured 

motorcycles for 25 years in the country, and had secured assets such as distribution 

network and market knowledge, Yamaha pulled out of Nigeria in 2005, when the 

competition with Chinese motorcycle importers was strongest. Following Honda’s 

success in Nigeria, Yamaha announced in 2014 it would be back in the country 
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with a new line-up and a new joint-venture to assemble locally. The partner chosen 

in the joint-venture was TTC’s subsidiary, CFAO45.  

 In the automobile market, Japanese car makers have established small 

manufacturing and assembling plants in order to set foot in Africa’s promising 

markets. Honda invests in Nigeria and South Africa, while Toyota develops its 

manufacturing range in Ghana, South Africa, Kenya and Egypt 46 . Mazda 

announced a joint-venture with Itochu in South Africa to manufacture cars for the 

local market47. The common point of those investments is that Japanese investors 

shun joint-ventures with local companies. Toyota and Honda wholly-own their 

plants, while smaller companies like Yamaha and Mazda partner with Japanese 

Sogo Soshas that have more experience in dealing with African markets. 

 

The impact of Fukushima’s incident 

 In the 1970s, the Japanese government incentivized Japanese companies 

to secure supply of natural resources in Africa. But the failure of this strategy as 

well as the drop in natural resources prices in the 1980s and 1990s let Japanese 

decision-makers wary of investments in Africa. Indeed, natural resources are 

traditionally not seen as a major interest of Japanese companies in Africa.  

Yet, after Fukushima’s incident forced Japan to close its nuclear plants in 

                                          
45 http://bikeportal.in/news/yamaha-to-return-to-nigeria-888.html 
46 Toyota Motors Company website, 

 http://www.toyotaglobal.com/company/history_of_toyota/75years/data/automotive 
business/sales/activity/africa/index.html 

47 Mazda Company website,  
 http://www2.mazda.com/en/publicity/release/2015/201501/150116a.html 
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2011, the government encouraged the use of substitutes like Liquefied Natural Gas 

(LNG). For this reason, energy-rich African nations may become of particular 

interest to Japan. In a very recent development, Japanese trading companies have 

struck deals in Nigeria, Equatorial Guinea and East Africa to secure LNG supply 

and provide Japan with the necessary resources. In Mozambique, for example, 

Japanese trading house Mitsui & Co. holds a 20% stake in a gas field controlled by 

Anadarko Petroleum Corp. Two of the country's liquefied natural gas firms, LNG 

Japan and Itochu, are also investors in a huge natural-gas project with Nigeria's 

state-owned energy company48.  

Therefore, Japanese strategy towards African resources may be evolving 

following Fukushima’s incident. Whether those efforts will intensify in the middle 

run remains to be observed: the Japanese government’s willingness to reopen some 

of the plants that had been closed in 2011 may slow down the trend. 

 

The efforts of the Japanese government in promoting trade with Africa remain yet 

to bear fruits. The goals of the TICAD, ranging from allocating ODA to improving 

Japanese economic interests, are partly achieved, and the perception of Africa is 

certainly changing in the eyes of Japanese decision-makers, as the JETRO surveys 

show. Nevertheless, Japanese business in Africa is still concentrated in the hands of 

the Sogo Soshas and a few actors that are investing in the hope for long-term 

profits. FDI flows from Japan to Africa increased sharply from 2003 to 2008, and 

                                          
48 Financial Times, http://www.ft.com/intl/cms/s/0/87bf6b0e-2d3b-11df-9c5b-

0144feabdc0.html#axzz3YaQswVXX 
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then flattened out between 2009 and 2012, partly due to the global financial crisis: 

in 2009 and 2010, FDI flows from Japan to Africa were negative, meaning that 

capital was repatriated to Japan.  

In 2013, Japanese FDI flows to Africa increased again by 77% compared 

with 2012 flows (Ernst & Young).  

 

iii. Korean companies in Africa 

When studying Korean Foreign Direct Investments in Africa, we find out 

that the country profile that suits Korean companies is the profile of oil-producing 

countries. The exploitation of oil reserves leads to increase in the GDP Per Capita 

and often to increase in Inflation rates. The government can spend the extra money 

on Infrastructure construction. This profile leads us to wonder whether Korean 

companies are interested in the natural resources of the country or in the market 

opportunities that derive from the wealth they create. Since there are no 

relationship between Korean FDI and Imports from Africa to Korea, it is more 

likely that Korean companies are not investing in natural resources exploitation. If 

that was the case, there would be a correlation between Korean FDI and imports 

from Africa to Korea. Therefore, Korean companies are looking for market 

opportunities in oil-rich countries in Africa.  
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Expanding the Middle Eastern pattern 

This finding is consistent with the strategy of Korean companies in the 

Middle East in the past 40 years. In the 1970s, Korean companies started to look 

for business opportunities in foreign markets and earned hard currencies to fuel 

Korean development. Chung Ju Yung’s Hyundai and other Korean firms won their 

first important construction contracts in Saudi Arabia and gradually expanded their 

profitable activity in neighboring oil-rich countries such as the Emirates. Since then, 

the Korean “savoir-faire” has been praised and Korean companies have won 

prestige contract such as the construction of the Burj al-Arab, the highest tower in 

the world, which was completed by Samsung C&T in 2010.  

 As Korean companies expand to Africa, they are targeting markets that are 

similar to the middle-eastern markets. Oil revenues fuel government spending and 

increase demand in the construction and infrastructure sectors, where Korean firms 

benefit from a competitive advantage. The increase in oil prices since 2006 has 

sparked an era of growth in some oil-rich African countries, such as Equatorial 

Guinea, Angola or Algeria49. Public spending and efforts to attract Foreign Direct 

Investment for Infrastructure have been on the rise in these countries. 

 The drawback to this policy is that whereas oil-rich countries from the 

Gulf were relatively stable at the time of the oil boom, today’s oil-rich countries in 

Africa present more risks to investors. Hence, Korean FDI is negatively correlated 

                                          
49 Angola’s GDP grew at an average rate of 20% between 2005 and 2008. Equatorial 
Guinea’s GDP growth has been more volatile but reached 38% in 2004 and 21% in 2007. 
Since 2011, growth rate in both countries have been around 5%.  
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with a decrease in political risk. In other words, Korean companies are more likely 

to invest in risky countries, where the government is less efficient. Indeed, the oil 

boom of Equatorial Guinea, Angola, Algeria, Nigeria, Libya and Sudan has not 

been accompanied with good governance. At best, these regimes are perceived 

today as authoritarian regimes, with high levels of corruption among officials.  

 The lack of political culture inherent to such regimes makes them fragile 

in the long run as they may create frustration and resentment among large swathes 

of the population. The Libyan uprising in 2011 was as sudden as unexpected and 

took Korean investors by surprise. As the country delved into chaos in a few 

months, Korean companies were not able to protect their business investments and 

Korean workers became targets of militias looking after fast profits through 

ransoms50.  

 

 Another specificity of Korean involvement in Africa is that it is mainly 

the action of a few chaebols that have gained experience abroad in the past 50 

years and are now looking for frontier markets to sell their expertise. Daewoo has 

become a supplier of Sonangol, the national oil company in Angola51 in the past 

years through its subsidiary Daewoo shipbuilding and Marine Engineering. In 

November 2014, Daewoo Engineering & Construction secured a US$192 million 

                                          
50 South Korean trade officials abducted in Libya, NY Times, 2014 
http://www.nytimes.com/2014/01/21/world/asia/south-korean-trade-official-abducted-in-
libyan-capital.html?_r=0 
51  South Korean company to build two oil rigs for Sonangol, Mining Review, 2013, 
http://www.miningreview.com/south-korean-company-to-build-two-oil-rigs-for-sonangol/ 
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deal to clean and reorganize 12km of river lands in Algeria. According to a Daewoo 

official, the company sees Africa as a frontier market where competition is not as 

fierce as in the Middle East and Asia. One third of Korean construction deals in 

Africa have been struck by Daewoo52. The accumulated worth of their contracts 

amounts to US$ 25.5 billion, out of US$72 billion for the Korean construction 

companies altogether in Africa. The main working countries of Daewoo are Nigeria, 

Libya, Algeria and Morocco, proving the emphasis of the company in North 

African and oil-producing countries. In 2015, Daewoo had regional offices in 

South Africa, Kenya, Ethiopia, Nigeria, Algiers, Cairo, Rabat and Khartoum. 

 Other chaebols such as Samsung, Hyundai, SK or Posco have also been 

players in Africa, although not as advanced as Daewoo. In 2013, Samsung Heavy 

Industries announced it won the construction tender for the world’s largest Floating 

Production storage and offloading (FPSO) in Nigeria. The tender was won by the 

Nigerian subsidiary of the group. Samsung plans to enter in a joint venture with a 

Nigerian company to establish a local production site that will be operated beyond 

the FPSO contract, as Samsung officials are expecting Nigerian demand to keep 

growing in the coming years53.  

 

Not ready for B2C yet? 

                                          
52  Park Si-soo, Daewoo E&C sees huge potential in Africa, Korea Times, 2015, 
http://www2.koreatimes.co.kr/www/news/biz/2015/02/123_174132.html 
53 Samsung Corporate Website, 2013, 
http://www.shi.samsung.co.kr/Eng/pr/news_view.aspx?Page=1&Seq=948&mac=9f1207e8a
0ff5843f57e88c863fd0a7d 
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 Beyond the construction and heavy industries sectors, few Korean firms 

have shown interest in African consumer markets so far. Hyundai and Samsung are 

the two main actors to target African citizens as potential customers. Samsung 

Electronics operates mainly through distributors in target countries and invests in 

stores in countries that are identified with potential. For example, it poured US$1 

million in Angola to open six flagships stores in Luanda and other provinces to 

promote Samsung Electronics products54. In 2013, Samsung Electronics Africa 

announced its hope to ship half of the smartphones sent to Africa in 201455. The 

African mobile phone market is about 100 million units per year, with smartphones 

accounting for 20%. Samsung’s goal to ship 10 million smartphones in Africa in 

2014 would consolidate its position as a leading phone actor in the continent.  

 Samsung has also started to tailor some of its products to the specific 

needs of Sub-Saharan countries. It has created TV screens that adapt to one of the 

main problems in the continent56: the lack of stable electricity. Samsung African 

TVs will provide functionalities like the Surge Safe TV that can resist to 

overvoltage up to 500V, or the Multi Power TV that uses both AC and DC power 

sources an can cope with electricity cuts. The Triple Protector set provides 

protection for high humidity, necessary in Central Africa. And the Free Satellite TV 

                                          
54 Korea’s Samsung invests over US$1 million in opening stores in Angola, Macauhub, 
2011 http://www.macauhub.com.mo/en/2011/05/20/korea%E2%80%99s-samsung-invests-
over-us1-million-in-opening-stores-in-angola/ 
55 Samsung aims to double its smartphone sales in Africa in 2014, Reuters, 
http://www.reuters.com/article/2013/11/13/us-africa-samsung-idUSBRE9AC08620131113 
56 Samsung Corporate Website, http://global.samsungtomorrow.com/samsung-tvs-in-africa-
are-built-differently-and-there-is-a-reason-for-it/ 
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enables customers in areas with poor infrastructures to connect to satellite 

broadcasters. 

 

 In line with the finding that Korean companies invest in countries with 

lower ratios of Trade Openness ((Import + Export)/GDP), Hyundai and Samsung 

have announced plans to develop their operations in markets where trade barriers 

increase substantially the cost of their products for final customers. As a result, 

both companies have chosen to extend their supply line and have opened, or plan to 

open assembly plants. Assembly operations appear as a lesser evil as it demands 

low skills that are easy to match with the local population, while operations that 

require higher skills are centralized in Asian factories. Products are sent in a 

knocked down or semi-knocked down state, both of which are associated with a 

standard tariff rate, far below the tariff rate for completely built-up products. 

Besides, assembly is done by workers whose wage might be a fraction of home 

workers wage. Thus, the company can save costs both on wages and tariffs.  

 In 2013, Samsung Electronics announced plans to open factories in 

Ethiopia and Kenya in order to assemble TV sets, printers and laptops and serve 

local markets. Those factories add to the previous factories located in Senegal, 

Sudan, South Africa and Northern Africa. According to Robert Ngeru, Samsung’s 

representative in Africa, tariffs on Samsung’s products in Ethiopia are about 60% 
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of the goods value, and building a plant would reduce their price by half57. 

However, opening plants abroad doesn’t come without costs and risks, especially in 

markets that Korean companies are only discovering. In a move to reduce risk, 

Samsung entered in an alliance with the Ethiopian company Tana Communications.  

 By contrast, Hyundai has based most of its African production in India, 

Chennai, to benefit from cheap labor, skilled workers and Chennai’s role as an 

automobile hub. In addition, Hyundai unveiled several assembly plants in Africa in 

2014. Its first commercial vehicle assembly plant was opened in South Africa 

during the summer 2014, followed by a light vehicle assembly plant in 

Mozambique in November 2014, for a worth of US$ 5.45 million. The South 

African plant aims at producing 50 commercial vehicles per month while the 

Mozambique plant is set to produce 1.200 units in 2015 and 2.600 in 2016 to cope 

with the local market demand. The Mozambique plant is the result of a joint-

investment from Hyundai official distributor in Mozambique, Somotor, and a South 

Korean company YoungSom, and has been fostered by both the Korean and 

Mozambican governments58. In Nigeria, Hyundai also deepened the partnership 

with its local distributor Stallion Motors, who started assemble passenger and 

commercial vehicles for Hyundai and produced the first made-in-Nigeria Hyundai 

                                          
57Okutta Mark, Samsung to open laptop, printer assembly plant in Kenya, Africa Review, 
2014, http://www.africareview.com/Business---Finance/Samsung-to-open-laptop-TV-
assembly-plant-in-Kenya/-/979184/1739188/-/y50ef9z/-/index.html 
58 Partnership between Mozambique and South Korea assembles Hyundai cars, Macauhub, 
2014 http://www.macauhub.com.mo/en/2014/11/07/partnership-between-mozambique-and-
south-korea-assembles-hyundai-cars/ 
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cars. Other Hyundai plants in Africa are located in Egypt, in a joint venture with 

the local Ghabbour group, and Sudan. A subsidiary of Hyundai Motors, Kia Motors, 

entered the Nigerian market in 2014, with a plant that will churn out up to 25.000 

cars per year. Kia also partnered with its local distributor Dana Group. Completely 

knocked-down and Semi-knocked down products assembled in those plants benefit 

from lower custom tariff, providing a substantial advantage on its final customer 

price. 

 In the wake of assembly plant openings, both Samsung and Hyundai have 

pledged that they would strive to transfer technology and train local workers. 

Samsung aims at training no less than 10,000 African workers from 2011 to 2015, 

some of them being welcomed in South Korea for a one-year training program 

within the company. Not only can training employees and transferring technology 

help the recipient country develop, it can also provide Samsung with an edge on 

competitors and upscale its operations from a mere assembly plant to a full-blown 

factory in the years to come. Hyundai has also followed the same rhetoric, pledging 

training and technology transfers in order to soothe the relationship with local 

authorities. 

 

Failures and Disenchantments 

 Allying with local partners is not exempt of risk: in the 1990s, Hyundai 

opened a factory plant in Botswana to benefit from the Sacu trade agreement and 
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flood the neighboring South African market with low-cost Hyundai cars59. The 

factory was operated in alliance with local businessmen, using a completely knock-

down agreement. Despite rocky sales from 1995 to 2000, the company suddenly 

shut its doors in 2000. Explanations range from accusation towards the former 

Managing Director who was allegedly running illegal side-activities, to complots’ 

theories about a South African move to support its ailing car manufacturing sector. 

Following this blow, Hyundai waited for 15 years to reopen a (modest) plant in 

South Africa. Since then, plants opened in Africa have been named after the local 

distributor rather than after Hyundai’s brand. 

 Koreans have been confronted to some of the hardships of doing business 

in Africa: Both in Madagascar (with Daewoo in 2009), and in Nigeria (with the 

KNOC). In both cases, settlements that had been arranged by a government with 

the Korean company have been rescinded once a new government came to power. 

In both cases, there have been accusations that the settlement had been reached 

through non-transparent processes and possibly corruption. The breach of contracts 

by governments did not take into account investments that the companies had 

already done in the country, thus sparking legal procedures and political tension 

between the South Korean ministry of Foreign Affairs and the two African 

countries.  

 

                                          
59 Roman Grynberg, Botswana’s Rand 5.2 billion subsidy to the South African Automobile 
Industry, Sunday Standard, 2014. 
http://www.sundaystandard.info/article.php?NewsID=20789&GroupID=1 
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 Overall, Korean companies developing their activities in Africa are 

mainly construction and engineering companies, usually subsidiaries of greater 

chaebols, like Daewoo or SK. Those companies are replicating the successful 

strategies that they have used in the Middle Eastern markets, like Saudi Arabia or 

the Emirates. They tend to prefer investing in countries with similar characteristics 

and are more likely to target oil-producing countries. As a result, they expose 

themselves to greater political risks, as the kidnappings in Libya have illustrated.  

 Alongside, Samsung Electronics and Hyundai Motors have been 

forerunners in Africa among Korean consumer goods companies. Due to the 

competitiveness of their respective sectors, they try to secure market shares in 

countries that offer potential for the future. The failure of early investments in the 

1990s has convinced both chaebols to reduce their risk exposure and leave a large 

part of the investments to their local distributors.  

 

 

iv. Comparative record 

The following table shows the result of the regression analysis led for 

Chinese, Japanese and Korean FDI in Africa. Common factors with positive 

correlation are the GDP Per Capita and the level of Infrastructure development of 

the recipient country. China and Japan also share an interest for countries with a 

higher level in the Democracy Index that offers a stable political life. 
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  China Japan Korea 

        

Positive 
Correlation 

GDP Per Capita GDP Per Capita GDP Per Capita 

Infrastructure Infrastructure Infrastructure 
Mineral 

Resources 
Ease of doing 

Business Oil 

Democracy Democracy Inflation 

    Rule of Law 
        

Negative 
Correlation 

Trade Openness Trade Openness Trade Openness 

Rule of Law Rule of Law Gov. Effectiveness 

    Political Risk 
 

All three countries’ FDI outstock are negatively correlated with the level 

of Trade Openness in the recipient country. Additionally, Chinese and Japanese 

FDI are negatively correlated with the Rule of Law in the recipient country. South 

Korean companies are less risk-averse and tend to invest in countries where the 

political risk is higher. 

 

Our first hypothesis was that China, Korea and Japan invest in different 

countries across Africa. Naturally, all three countries have stakes in the biggest 

markets of the continent: South Africa, Nigeria and Egypt. However, beyond those 

three countries, each East Asian country has a preference for a specific type of 

recipient countries. Korean companies are likely to target oil-producing countries, 

in order to replicate their Middle Eastern strategy in the construction and 

engineering sectors. Japanese companies are likely to target South Africa and 
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Mauritius first, as these markets are already mature. Chinese companies are likely 

to target all countries across the continent, with a preference for countries endowed 

with mineral resources. Therefore, our first hypothesis is validated.  

 

Our second hypothesis is that country factors such as growth, governance 

and infrastructure are determinants for foreign direct investment, alongside 

traditional factors such as natural resources and market size. This hypothesis is true 

for China and Japan, since they are targeting countries with good infrastructure and 

good political record. In the case of Japan, the ease of doing business is also an 

indicator of interest. 

Korean companies are more sensitive to factors such as natural resources 

(especially oil) and market size. As a result, they are ready to take more risks and 

step in environments with high inflation, poor governance record and stronger 

political risk.  

Therefore, our second hypothesis is partially validated. It is not validated 

in the case of Korean firms, but stands true for Chinese and Japanese firms.  

 

 Our third hypothesis is that East Asian companies are shaping new 

strategies to secure market positions in Africa and benefit from its growth potential 

in the years to come. Although it is difficult to generalize to all firms from a 

country, our findings show that Japanese companies are shaping up strategies to 

take dents in consumer-facing industries in Africa’s main markets. Although a few 



 

98 

Chinese firms have followed the same logic, an overwhelming part of Chinese 

Multi-national companies in Africa tend to privilege short-term profits compared 

with the long-term benefits or building brand recognition. In the case of Korea, 

only a few firms (like Daewoo, Samsung and Hyundai) have showed a 

commitment to develop their operations in Africa. Therefore, the third hypothesis 

is invalidated for China and Korea, and validated for Japanese companies.  

 

 Our fourth hypothesis is that East Asian firms face each other in African 

markets. In Construction, Engineering, Shipbuilding and Transportation sectors, 

East Asian firms are indeed rivalling in Africa. But their competitive advantages 

are different, which makes them compete in different markets: Chinese firms are 

price focus, while Japanese firms are offering higher quality goods, and Korean 

firms provide customers with a mix between price and quality. As a result, each of 

those firms may be facing other competitors in the market. European firms may be 

stronger competitors for Japanese firms than other East Asian firms. Indian and 

Brazilians firms are more likely to offer a mix between price and quality, thus 

facing Chinese and Korean companies in Africa. Therefore, our fourth hypothesis 

is invalidated.  

 

 Beyond our four hypotheses, our study enabled us to point out core 

differences between Chinese, Japanese and Korean companies in Africa:  

- The level of political support:  despite the fact that all three countries’ 
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governments organize conferences with African leaders and promote 

cooperation to foster Africa’s development, their level of dedication is 

different. Chinese Multi-national companies have benefited from ties 

between the Chinese government and some African governments, 

especially in the framework of resources-backed loans. Chinese banks have 

also supported State-Owned companies with interest rates below the 

market rate, so that they can pursue their investments in Africa.  

Japanese Multi-nationals have benefited on some occasions from Japan’s 

ODA policy in Africa, as Infrastructure contracts finance by Japan are 

likely to be attributed to Japanese companies.  

By contrast, Korean companies have received a thin support from the 

Korean government.  

- The political perception:  Each East-Asian country comes to Africa with a 

different image attached. China is perceived as an economic giant with a 

new ideology in stark contrast with Western priorities. Some African 

leaders have been glad to find support from a rich country that doesn’t 

demand political or economic reforms. The case of Angola is probing in 

that sense. In recent years however, this policy has suffered drawbacks, as 

China has been accused of a new form of imperialism, especially in 

countries where it interfered in favor of its citizens, like Zambia.  

Japanese image in Africa suffered in the past because of its colonial history 

and its tacit support to the South African apartheid regime. Today, Japan is 
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perceived as a partner of choice, but it is assimilated with the Western 

sphere of influence.  

As a newcomer in Africa, South Korea benefits from the aura of novelty. 

The success of the Korean peninsula, a former colony devastated by war in 

the 1950s, that went through an era of steady economic growth - the 

Miracle on the Han river - makes south Korea a model of development for 

African countries that can find similarities in their respective history. 

Although its image was stained after Daewoo’s reverted deal in 

Madagascar in 2009, Korea is still exporting its economic model, namely 

through the Saemaeul Undong Initiative (New Community Movement).  

- The product quality: Whether they belong to the construction sector, the 

agriculture sector or the consumer goods sector, East Asian firms tend to be 

perceived on a different level by their African customers. Chinese products 

are perceived as the cheapest kind of products, hence offering the lowest 

quality. Some Chinese companies have improved their production quality 

and are able to satisfy demanding customers, yet they may be harmed by 

the overall perception that Chinese goods and projects are less rigorous in 

the making, thus breaking down faster.  

At the other end of the scale, the decade-long presence of Japanese 

products in Africa has propagated the image of quality products that are 

able to resist African extreme weather conditions. The brand recognition of 

some Japanese companies, like Toyota, Yamaha or Sony is very strong and 
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enables Japanese firms to charge a premium to their customers. 

Although usually perceived as middle-range or upper-range products in the 

rest of the world, Korean products are new for Africa middle classes, and 

are not attached with a specific perception. Given the presence of Samsung 

and Hyundai in some countries, this position may change in the near future.  

- Investment method: We have found companies from China, Japan and 

South Korea investing in assembly plants and opening manufacturing 

operations in Africa, mostly for the purpose of bypassing prohibitive tariffs 

and reduce selling costs.  

Chinese companies are likely to set up joint-ventures with a local partner, 

in order to reduce risks in an environment that they don’t know. By 

contrast, Japanese companies are more likely to open fully-owned 

subsidiaries in order to control all their operations. If Japanese companies 

create joint-ventures, they favor partnerships with other Japanese investors, 

namely one of the seven Sogo Soshas. Those trading companies have the 

field experience that is lacking other Japanese firms. Korean firms that are 

contemplating assembly plants in Africa tend to prefer joint-ventures, but 

previous experiences gone wrong have made them wary of such 

investments.  

 

 

This research is subject to a certain number of limitations. First, the 
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dependent variable that was used is the outstock of Foreign Direct Investment from 

East Asian countries to Africa. As a result, observations show the impact of 

government policies in the long run. A study based on FDI flows rather than stocks 

would show the impact of short term macroeconomic and microeconomic changes 

in East Asian companies’ interest for a specific country or area. However, the flows 

of investment from Japan and Korea to African countries are too volatile and too 

scarce to make such a study possible with the available data.   
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5. Conclusion 
 

The main purpose of this thesis was to draw patterns in the way Chinese, 

Japanese and Korean companies are entering the untapped markets of Africa. To do 

so, we investigated East Asian FDI’s pattern to Africa and their main determinants 

for each origin country.  

 

The results show that there are stark differences in the way these 

companies develop their activities in this frontier market.  

Chinese companies are the most commonly found in Africa: their 

involvement can be felt throughout the continent, mostly in countries offering a 

stable political environment. State-owned companies are backed with the financial 

power of the Chinese government and benefit from the Chinese government’s ties 

with some African regimes like Angola, namely in the engineering and construction 

sector. Private Chinese companies have flooded African markets with affordable 

products that helped them secure good market shares, yet most of them are not 

indulging in brand-building operations. Therefore, the market shares they are 

enjoying now could vanish in the future if African customers shift further from 

price-oriented consumption to brand-oriented consumption. Finally, the most 

visible face of Chinese companies in Africa is the astonishing number of Chinese 

entrepreneurs who have settled across the continent and have set up flourishing 

businesses in a wide array of sectors, like distribution and restauration. 
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Japanese companies are increasingly seeing Africa as a reservoir of growth 

for their future. The 2008 financial crisis had put a halt to their interest, but there 

are signs of a reinvigorating activity. Sogo Soshas that have been operating in the 

continent for decades are buffing up their presence, while big names like Honda 

and Toyota shift their target from businesses and governments to the blooming 

middle-classes. To this end, they open joint-ventures to bypass trade barriers and 

bring their goods closer to African citizens’ affordable price range. Unlike Chinese 

companies who partner with local actors, Japanese companies are more likely to 

preserve the capital into Japanese hands. These evolutions should rebalance 

Japanese involvement in Africa and move away from the focus on South Africa.  

Korean companies are relatively new to African markets. They benefit 

from Korea’s image as a former colony and destitute land that has risen to a middle 

power. Even though Korean firms do not enjoy a political support matching the one 

of its East Asian neighbors, Korean engineering and construction companies have 

successfully replicated their Middle-Eastern strategy in African oil-producing 

countries. By doing so, Korean companies have invested in riskier and less 

politically stable environments, and have suffered backlashes in Madagascar and 

Libya. Despite these hardships, Korea’s giants Samsung and Hyundai have 

followed Japanese competitors in their quest for new markets, and have set up 

assembly plants in key countries to gain market share.  

 

Case studies in key regions of Africa for future growth, like North Africa, 
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Nigeria and South Africa, would help confirm or infirm that Chinese, Japanese and 

Korean firms have different strategies for this area, in the way they face consumer 

and secure assets for the long term.  

It is difficult to assess now which pattern of investment is better suited for 

the African continent. In a few years, today’s cautious investments could reveal 

shrewd if Africa’s growth doesn’t result in the creation of middle classes. Indeed, 

firms that had invested in Africa in the 1970s or 1980s to secure a good market 

position were struck by market changes in the following twenty years and some of 

them had to shut down all their operations. By contrast, if African citizens’ 

purchasing power keeps increasing in the 2010s and 2020s, early comers who 

secure key market assets today will reap the benefits of their long-term strategy and 

enjoy large market shares tomorrow. In any case, Africa’s attractiveness for East 

Asian FDI is good news for both East Asian companies and Africa, since today’s 

investments are tomorrow’s jobs.  
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6. Annexes 
 

Annex 1: Detailed South African imports by country of origin, 2012, millions 

of USD 

 

China Japan Korea 

1 Electronic equipment 3800 Vehicles 836,8 Vehicles 557,9 

2 
Machines, engines, 

pumps 
3300 

Machines, Engines, 

Pumps 
756,1 

Machines, 

engines, pumps 
225,8 

3 Footwear 621 
Electronic 

equipment 
159,8 

Electronic 

equipment 
191,8 

4 Plastics 495  Rubber 134,4 Plastics 86,7 

5 
Knit or crochet 

clothing 
478 

Medical, technical 

equipment 
103,3 

Organic 

chemicals 
70,6 

6 
Clothing (not knit or 

crochet) 
467 Iron and steel 81,2 Iron and steel 45,7 

7 
Furniture, lighting, 

signs 
414 Plastics 47,2 Paper 38,6 

8 Iron or steel products 396 Oil 47 Oil 34,3 

9 Vehicles 392 
Other chemical 

goods 
38,5 Rubber 33,6 

10 Iron and steel 373 
Ceramic 

products 
27,2 Zinc 26,1 
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중국, 일본 및 한국의 기업들은 더 많은 비즈니스 기회를 

쫓아  아프리카를 점점 더 찾고 있다. 이러한 추세는 이들 국가의 

정부에서 주도하는 원조 패키지 및 경제 협력 강화 정책으로 더욱 

힘을 받고 있다. 하지만 아프리카 대륙에서 기업들이 가지고 있는 

구체적 전략에 대한 연구는 거의 이루어지지 않았다. 동아시아 기

업들은 자국에서 날로 높아지는 에너지 수요를 만족시키기 위해 

천연 자원을 찾는 경우가 있가 있으며, 미개발 소비자 시장에서 

선점효과를 확보해 아프리카 국가 미래의 성장에서 이익을 얻고자

는 기업도 있다. 본 논문은 동아시아 국가들이 아프리카에 투자하

는 패턴을 읽어내는 것에 목적이 있다. 연구 결과 중국, 일본, 그

리고 한국의 투자자들은 이 대륙을 각자 다른 방식으로 접근하고 

있다는 것을 알 수 있었다. 사하라 이남 국가들에 대한 데이터의 



 

 

부족으로 인해 본 연구는 쉽지 않았으나, 이를 극복하기 위해, 해

외직접투자 통계를 통해 아시아 투자자들의 목표 및 아젠다가 무

엇인지 알아보았다.  

 

연구 결과, 중국 기업은 석유, 가스 또는 경제성장 보다는 

경제 개발, 안정성, 인프라구축 및 미네랄 자원에 민감했다. 대부

분의 중국기업은 수출 전략에 만족하기에, 그들은 아프리카에 이

미 정착하고 있는 중국 디아스포라와 연결고리를 형성할 수 있었

다. 일본 기업은 천연자원 및 경제성장보다 경제개발, 안정성, 인

프라 구축 및 기업환경에 더 민감했다. 일본 기업은 장기적 이익

을 확보하기 위해 종합 상사를 비롯한 다른 일본 투자자와 파트너

십을 맺을 가능성이 높았다. 반면 한국 기업은 정치 및 경제적 안

정성 보다 인당 GDP, 석유 보존량, 및 경제 성장에 더욱 민감했다. 

한국의 엔지니어링 및 건설업자들은 1970년대 중동의 ‘오일붐’ 

때와 같이, 아프리카에서 한국을 대표하는 산업으로 자리잡았다. 
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