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Executive Summary
The Africa-China economic ties are changing. Available data point to China’s multifaceted influence: as market for Africa’s exports, donor, financer and investor, and contractor and builder. While aid historically was of major importance, two significant changes have occurred since the turn of the new century. Trade and investment have become much more significant in financial terms than aid flows. As a result, economic relations between China and Africa are now primarily commercial rather than aid-driven. Meanwhile, the private sector (or the corporate sector in China) has stepped to center stage. Here China’s foreign economic relations mirror changes in its domestic economy. China-Africa economic exchanges have become much more decentralized and broad-based.

The recent developments reflect a structural shift in international trade and finance. Emerging market economies, China in particular, have become an engine of world economic growth. China’s exports and imports of goods and services amounted to US$1.3 trillion and US$1 trillion respectively in 2007 and continue to grow at double digit. In addition, China has become a net creditor/supplier of capital, despite large inflows of foreign investment to the country. Over the seven years to March 2008, global foreign currency reserves jumped (mostly in emerging and oil exporting countries) by US$4.9 trillion, with China’s reserves alone up US$1.5 trillion. Indeed, as much as 70 percent of today’s reserves have been accumulated over this period. To the extent that China’s external current account surplus is structural, letting domestic enterprises invest abroad including in Africa is a logical consequence of China’s rise and would help move the country’s balance of payments toward long-term equilibrium. 

Growth in Africa has picked up in recent years, owing importantly to expanded trade and foreign investment. In sub-Saharan Africa, real GDP grew at over 6 percent in 2004-07. While financial stabilization and structural reforms and rising commodity prices no doubt contributed to this performance, African growth was also fueled by inflows of foreign capital. And private capital flows have overtaken official aid as the main source of external financing for sub-Saharan Africa. This investor interest is a very positive development for the continent. The best way to achieve a lasting reduction in poverty is to embark on a sustainable growth path based on a country’s comparative advantages and integration with the world market, including the rapidly expanding market in emerging market economies.

China is experiencing a massive urbanization and its rural development experience could be of relevance to African countries. China’s economic take-off started from agriculture. Over the three decades, rising productivity in the agriculture sector has not only enabled China to feed about 20 percent of the world population with some 7 percent of the world’s arable land, but also facilitated industrialization and further economic reform. Of course, every country is different. Rural development in Africa will have to take into account each country’s specific circumstances.
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