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Trade of China and India with Africa
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ABSTRACT The paper analyses the trade competition between China
and India in Africa over the period from 2008 to 2017. After the
2008 financial crisis, China increased its advantage over India in
exports of goods to rich African countries and in imports of goods
from resource-abundant Africas least developed countries. Chi-
na-Africa and India-Africa trade relations are win-win relations.
However, African countries are becoming more and more depen-
dent on the condition of the Chinese economy. Compared to Chi-
nese exports, Indian ones destroy fewer African markets.

ince the beginning of the 21*
Scentury, China and India have

been intensively developing
their trade relations with African
countries. Both China-Africa and
India-Africa trade relations are win-
win relations. However, Sino-Africa
trade relations have recently become
win-lose relations in favor of China.
For China, Africa has steadily be-
come more of an export than an im-
port market. Besides, the expansion
of Chinese goods causes the displace-
ment of African products from local
markets. Moreover, China has sub-
stantially increased its importance
as a source of imports for African
countries. Several countries in Africa
are dependent to China on trade. In

contrast to China, India recorded a
negative trade balance in merchan-
dise trade with Africa in the years
2008-2017. Compared to Chinese
exports, Indian ones destroy fewer
African markets. India exports to
Africa not only final goods but also
components of production. China
always dominated over India in mer-
chandise trade with Africa. How-
ever, after the 2008 financial crisis,
it managed to increase its advantage
over India in exports of goods to rich
African countries and in imports of
goods from resource-abundant Af-
rica’s least developed countries. The
aim of the paper is to show the trade
competition between China and In-
dia in Africa over the period from
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Generally, competitive
political advantage, economic
diplomacy, and development
assistance have been the

building blocks of China-
Africa trade and economic
cooperation in the 21+
century

2008 to 2017. The analysis is based on
the data retrieved from the UN Com-
trade Database.

Development of Trade Relations
between the Asian Giants and
Africa in the 21 Century

Both China and India have signifi-
cantly increased their merchandise
trade with Africa in the 21* century.
They compete against each other for
access to natural resources, food and
markets, influence in the region, and
support by African countries during
voting in different international orga-
nizations.

Key dates in the development of
China-Africa trade relations in-
clude 2000, 2003, 2006, and 2010.
At the beginning of this century,
China canceled RMB 10 billion of
debts that had been accrued by Af-
ricas heavily indebted poor coun-
tries and least developed countries
(LDCs) and established the Forum
on China-Africa Cooperation (FO-

CACQ) at the ministerial conference
in Beijing. During the 2™ Ministerial
Conference of FOCAC held in 2003,
China declared a further increase in
development assistance for Africa
and zero-tariff treatment to products
exported by some African LDCs to
China. It also began to build special
economic zones in Africa to develop
infrastructure, improve customs
procedures, and overcome obstacles
to investment.! In 2006, on the 50"
anniversary of establishing formal
Sino-African diplomatic ties, China
decided to develop a new type of
strategic partnership with Africa fea-
turing political equality and mutual
trust, win-win economic cooperation
and cultural exchange. What’s more,
the China-Africa Development Fund
was set up. At the end of 2006, Chi-
nese leaders announced that the Ex-
port-Import Bank of China would
provide $2 billion in concessional
loans and $3 billion in preferential
export credits to African countries
over the period from 2007 to 2009.
In the years that followed, China has
systematically increased its assistance
to Africa. During the Ministerial
Conferences of FOCAC in 2009 and
2013, China declared it would pro-
vide $10 billion in preferential credits
to Africa in the years 2010-2012 and
a $20 billion line of credit from 2013
to 2015.2 The main outcome of the 6™
Ministerial Conference of FOCAC in
2015 was Chinas declaration of fur-
ther assistance in the amount of $60
billion for African countries in the
years 2016-2018.

In 2010, China implemented a du-
ty-free, quota-free (DFQF) market
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access program for the least devel-
oped countries. It granted zero-tar-
iff treatment to nearly 60 percent of
Chinese total tariffs lines. However,
imported goods from LDCs had
to satisfy restrictive rules of origin.
The rules required goods to origi-
nate entirely in the country which
exports them or to undergone sub-
stantial transformation there. The
change of tariff heading or the value
of non-originating inputs used in
the production of the good must not
exceed 60 percent of the value of the
final product.’ Initially, the Chinese
DFQF program was accessible to Af-
rica’s 27 LDCs which had diplomatic
relations with China. As of April
2017, 30 African countries have be-
come beneficiaries of the program.*
The preferential trade from Africa’s
LDCs mainly consists of imports of
non-agricultural primary products
such as ores and petroleum.’

Generally, competitive political ad-
vantage, economic diplomacy, and
development assistance have been
the building blocks of China-Africa
trade and economic cooperation in
the 21 century. China cooperates
with African countries despite the
fact that they are not democratic and

TRADE OF CHINA AND INDIA WITH AFRICA AFTER THE 2008 FINANCIAL CRISIS

do not respect human rights. More-
over, China does not interfere in the
domestic affairs of its partners: The
Chinese government diplomatically
supports prestige projects in Africa
and offers low-interest loans to Chi-
na’s trading partners.

India has been intensively developing
its trade relations with African coun-
tries since the late 2000s. In 2008, it
initiated the India-Africa Forum. The
second India-Africa Forum summit
was held in 2011 and the third in
2015. During the first summit, In-
dia announced the Duty Free Tarift
Preference Scheme (DFTP) for least
developed countries. It granted uni-
lateral tariff preferences to goods
originating in LDCs and imported
into India. The DFTP scheme of 2008
provided duty free market access on
85 percent of India’s total tariff lines;
nine percent tariff lines enjoyed a
Margin of Preference (MOP) rang-
ing from 10 percent to 100 percent,
and 6 percent of Indian tariff lines re-
tained in the Exclusion List with no
duty preferences. In 2014, the Indian
government amended the exclusion
and MOP list. The DFTP scheme of
2014 provided duty free/preferential
market access on 98.2 percent of In-

China and India
have established
new platforms with
Africa, the Forum
on China-Africa
Cooperation and
the India-Africa
Forum respectively,
to increase
cooperation and
open new markets.
SHENG JIAPENG /
V(G via Getty Images
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Africa is a more strategic
trading partner for India than
it is for China as it accounted

for 8.1 percent of India’s trade
with the world in 2017, while
only 4.2 percent of China'’s
total trade

dia’s total tariff lines. The remaining
1.8 percent of the tariff lines were
retained in the Exclusion List. In
2015, the DFTP scheme was further
expanded and simplified. Since then,
to enjoy tariff preference under the
DFTP the product should be wholly
produced or obtained in the LDC
or should meet the requirement of a
change in sub-heading and 30 per-
cent of local value added.

As of October 2017, 26 of Africa’s
LDCs have been designated as ben-
eficiaries to the DFTP scheme.” The
DFTP scheme includes several key
export products of African LDCs,
such as cocoa, cotton, copper ores,
cane sugar, fish fillets, readymade
garments, and non-industrial dia-
monds. At the same time, it excludes
anumber of products of export inter-
est to Africa’s LDCs, such as coffee,
tea, cashew nuts, some milk prod-
ucts, cream (with sugar), whole milk
powder, wheat flour, spices, oilseeds,
wine and spirits, beer, tobacco, and
cigarettes.®

India, like China, uses foreign aid to
develop its trade relations with Afri-

can countries. In the 2000s, India ex-
tended lines of credit and grants for
Africa. Since 2004, it has supported
African countries under the Indian
Development and Economic Assis-
tance Scheme. India also commit-
ted $5.4 billion to Africa at the First
India-Africa Forum summit and $5
billion at the second summit. During
the third summit, India declared it
would provide a further $10 billion in
concessional loans and $600 million
in grants to African countries.

In 2018 during his visit to Uganda,
Prime Minister Narendra Modi an-
nounced that India would intensify
its cooperation with Africa, and out-
lined ten guiding principles for deep-
ening India’s engagement on the Afri-
can continent. These include, among
others, developing cooperation based
on the priorities of African countries,
further removing barriers in trade
with India, and using Indias expe-
rience with the digital revolution to
support Africa’s development.

Trends in China-Africa and
India-Africa Merchandise Trade

In the 21* century, both China and
India expanded their trade with Af-
rica. Over the period from 2001 to
2017, China increased its merchan-
dise trade with Africa 18 times, while
India’s trade increased 11.8 times. The
value of the Asian giants’ trade with
Africa was growing exponentially up
to 2008. In 2009, China’s and India’s
bilateral trade in goods with Africa
declined but during the next five
years it increased nearly two times.
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In 2009, China became the second
trading partner for Africa (after the
European Union), and five years later
India-Africa bilateral merchandise
trade surpassed U.S.-Africa trade.
Trade in goods between the Asian gi-
ants and Africa slowed down in the
years 2015-2017 (Figure 1).

TRADE OF CHINA AND INDIA WITH AFRICA AFTER THE 2008 FINANCIAL CRISIS

5.2 percent of Chinese total trade).
Between 2008 and 2017, African
countries experienced a 0.1 percent
decrease in Indias total trade and a
0.3 percent increase in China’s trade.

The value of the Chinese exports of
goods to Africa rose from $49.2 bil-

Figure 1: Bilateral Trade in Goods of China and India with Africa (Current Prices, $ Billion)°
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Between 2008 and 2017, China-Af-
rica bilateral trade in goods grew
at 9.8 percent annually while In-
dia-Africa grew at 7.1 percent. In the
shorter period between 2013-2017,
both China and India recorded neg-
ative growth rates of bilateral trade
(Table 1).

lion in 2008 to $107.7 billion in 2015
and then declined to $93.3 billion in
2017. Chinas imports of goods in-
creased from $49.6 billion in 2008 to
$117.7 billion in 2013 and then de-
creased to $79.2 billion in 2017. The
average annual growth rate of China’s
exports to Africa was bigger than its

Table 1: Annual Growth Rates of China and India’s Trade with Africa'®

Exports Imports

China

Years

Total
Trade

Total

Exports Trade

Imports

India

2008-2017 10.0% 9.4% 9.8% 7.3% 7.1% 7.1%
2013-2017 1.8% -6.9% -2.8% -2.3% -3.6% -3.1%

Africa is a more strategic trading
partner for India than it is for China
as it accounted for 8.1 percent of In-
dia’s trade with the world in 2017,
while only 4.2 percent of China’s total
trade. The highest share of Africa in
the Asian giants’ trade was in 2014
(9.7 percent of Indian total trade and

growth rate of imports. The growth
rate of Chinese exports was also posi-
tive over the period 2013-2017 (Table
1). In the years 2009 and 2015-2017,
China experienced a positive trade
balance in merchandise trade with
Africa (Figure 2). It is worth noting
that over the period 2008-2017, the
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Figure 2: China’s Trade with Africa ($ Billion)!!

Figure 3: India’s Trade with Africa ($ Billion)'
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value of Chinese goods exported to
Africa surpassed the value of goods
imported by China from African
countries by nearly $10 billion. It
seems that after the global crisis, Af-
rica became more of an export than
an import market for China.

Contrary to China, India experi-
enced a negative trade balance with
Africa in the whole analyzed period
(Figure 3). The Indian exports to
African countries rose from $14.9
billion in 2008 to $24.4 billion in
2017. The highest value of India’s
exports to Africa ($34.6 billion) was
recorded in 2014. India imported
significantly more goods from Africa
than it exported there. The value of
India’s imports increased from $26.1
billion in 2008 to $43 billion in 2013,
and then declined to $35.8 billion in

2017. Since the global crisis, India’s
exports to Africa have been growing
a bit faster than its imports from the
region (Table 1).

After 2008, China increased its ad-
vantage over India in trade with
Africa. In the years 2008-2017, Chi-
na-Africa trade was nearly triple
of India-Africa trade. China’s trade
domination in Africa is more evident
in the case of Africa’s least developed
countries. In the years from 2008 to
2017, the value of China’s bilateral
trade in goods with Africa’s 33 LDCs
surpassed India’s by 4.2 times. Trends
in bilateral merchandise trade with
the least developed African countries
are shown in Figure 4.

In recent years, China has gradually
increased its advantage over India

Figure 4: Bilateral Trade in Goods of China and India with Africa’s 33 LDCs (Current Prices, $

Billion)'?
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Figure 5: Exports of Goods to Africa'*
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Figure 6: Imports of Goods from Africa’®
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in exports of goods to Africa. From
2013 to 2017, India recorded a 6.2
percent decline in the African mar-
ket. In 2013, imports of goods from
China accounted for 73.1 percent
and imports from India accounted
for 26.9 percent of Africa’s imports,
while five years later the shares were
79.3 percent and 20.7 percent, respec-
tively (Figure 5). In the years 2008-
2017, the value of China’s exports of
goods to Africa was 3.4 times bigger
than the Indian ones and three times
bigger to Africas LDCs. China has

Somalia, Swaziland, and the Central
African Republic. During the an-
alyzed ten years, India was a more
important destination market than
China for 24 African countries. How-
ever, India had a significant advantage
over China in imports of goods only
from Nigeria. Indian imports sur-
passed those of China by more than
$1 billion only in Egypt, Morocco,
Botswana, Cote d’Ivoire, Tanzania,

Trade relations between China
and Africa, and India and
Africa create and sustain the

also become a more important des-
tination market for African countries
than India. In 2008, Africa exported
65.5 percent of its goods to China
and 34.5 percent to India. Ten years
later, the shares were 68.9 percent and
31.1 percent, respectively (Figure 6).
In the years 2008-2017, the value of
China’s imports from Africa was 2.4
times bigger than Indias and Chi-
na’s imports from Africa’s LDCs sur-
passed India’s by 4.5 times.

asymmetry between those
Asian countries and the net-
winner and net-loser African
countries

Senegal, Guinea-Bissau, Ghana, and
Guinea. In the case of the remaining
14 African countries, India’s advan-
tage over China in imports of goods
was very small.

Over the period 2008-2017, India
exported more goods than China
only to four small African countries
(Mauritius, Somalia, Swaziland, and

Seychelles). In the years 2013-2017, There are similarities between Chi-

India’s exports in goods slightly sur-
passed those of China in Mauritius,

na-Africa and India-Africa trade
in goods. In the years from 2008 to
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2017, imports of the top five African
countries accounted for 51.1 percent
of Chinas exports to the continent,
while exports of the top five African
countries accounted for nearly 76 per-
cent of the Chinese imports from Af-
rica. Correspondingly, 55.1 percent of
India’s exports in goods were directed
to five African countries, while 74.4
percent of India’s imports came from
five African countries. Principally,
China and India trade with ten Afri-
can countries (Table 2). Compared to
India, China has slightly diversified
African markets for their goods. Both
Asian countries intensified their im-
ports from selected African suppliers.

According to the value of bilateral
trade, in the years from 2008 to 2017,
the most important of China’s trad-

ing partners were South Africa (25.9
percent of China-Africa total trade),
Angola (16.6 percent), Nigeria (7.2
percent), Egypt (5.9 percent), and
Algeria (4.4 percent). India traded
mainly with Nigeria (22.9 percent of
India-Africa total trade), South Af-
rica (18.6 percent), Angola (8.7 per-
cent), Egypt (7.3 percent), and Kenya
(4.8 percent). The rankings of the top
five African importers from the Asian
giants, and African exporters to those
countries are presented in Table 3.

In the years 2013-2017, China’s main
destination markets in Africa were
South Africa (15.5 percent of China’s
exports to Africa), Nigeria (12.9 per-
cent), Egypt (10.3 percent), Algeria
(7.2 percent), and Kenya (5.0 per-
cent). China imported goods first of

Table 2: The Share of Top Trading Partners in China’s and India’s Trade with Africa, 2008-2017'°

Number of Top Exports Imports

Total Trade Exports Imports Total Trade

Trading Partners China India

\ Five | 51.1% | 75.9% 59.9% 55.1% | 74.4% 62.3%
\ Ten | 692% @ 85.7% 72.5% 71.9% @ 85.0% 77.4%
\ Twenty | 88.1% | 99.5% 87.8% 87.8% = 94.9% 88.8%

Table 3: Top Five Trading Partners of China and India in Africa, 2008-2017 ($ Billion)"”

Exports of Goods Imports of Goods Bilateral Trade
Rank Trading q Trading
Value Trading Partner Value Value
Partner Partner
China
1 South Africa = 131.5 South Africa 279.3  South Africa 410.8
2 Nigeria 100.4 Angola 232.1 Angola 263.9
3 Egypt 83.2 Congo 37.9 Nigeria 113.8
4 Algeria 573 Democratic Republic of 255 Egypt 94.0
’ the Congo ’ ’
5 Ghana 36.0 Libya 24.1 Algeria 69.5
1 South Africa ~ 40.0 Nigeria 109.0 Nigeria 131.1
2 Kenya 26.6 South Africa 66.4 | South Africa = 106.4
3 Egypt 22.8 Angola 453 Angola 49.7
4 Nigeria 22.1 Egypt 18.7 Egypt 41.5
5 Tanzania 18.8 Algeria 10.3 Kenya 27.7
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all from South Africa (38.2 percent
of China’s imports from Africa), An-
gola (25.6 percent), Congo (4.5 per-
cent), the Democratic Republic of
the Congo (3.1 percent), and Zambia
(3.0 percent). Indias major export
markets in Africa were South Africa
(16.0 percent of Indias exports to
Africa), Kenya (11.2 percent), Egypt
(9.1 percent), Tanzania (8.8 percent),
and Nigeria (8.4 percent). India pri-
marily imported good from Nigeria
(31.6 percent of India’s imports from
Africa), South Africa (18 percent),
Angola (12.4 percent), Ghana (4.8
percent), and Egypt (4.6 percent).

Trade relations between China and
Africa, and India and Africa cre-
ate and sustain the asymmetry be-
tween those Asian countries and the
net-winner and net-loser African
countries. In the years 2008-2017,
China had a trade deficit with 17
African countries. The biggest trade
deficit China recorded was in trade

TRADE OF CHINA AND INDIA WITH AFRICA AFTER THE 2008 FINANCIAL CRISIS

with Angola, South Africa, and
Congo. India imported more goods
from 22 countries in the region than
it exported. India’s imports exceeded
its exports most notably in Nigeria,
Angola, and South Africa.

In recent years, China has substan-
tially increased its importance as a
source of imports for African coun-
tries. In the years 2015-2017, China
was the largest import market for
Kenya, Sudan, Togo, Tanzania, South
Africa, Uganda, Cameroon, Egypt,
Ethiopia, Rwanda, Ghana, Burundi,
Burkina Faso, Angola, Algeria, and
Guinea and the second largest for
Mauritius, Mali, Senegal, Nigeria, Ni-
ger, and Malawi. India was the largest
import market only for Mauritius and
Benin but the second largest import
market for Tanzania, Uganda, Kenya,
and Burundi. The shares of imports
in goods from the Asian giants in the
African countries’ total imports are
presented in Table 4.

Table 4: Imports from China and India as a Percent of African Countries’ Total Imports'®

Percent of
Country’s
Imports

Country

Percent of
Country’s
Imports

Country Year

Kenya 2017 22.6%

Sudan 2017 22.0%
Togo 2017 19.6%
Tanzania 2017 19.4%
South Africa 2017 19.3%
Uganda 2017 17.6%
Cameroon 2017 17.2%
Mauritius 2017 16.4%
Mali 2017 15.2%

2017 12.2%

Egypt

2017
2017
2017

16.4%
15.0%
13.2%

Mauritius
Tanzania

Uganda

Senegal 2017 7.2%
Ethiopia 2016 31.9%
Rwanda 2016 21.2%
Nigeria 2016 19.7%
Niger 2016 16.2%
Burkina Faso 2016 14.5%
Angola 2015 16.9%
Algeria 2015 15.9%
Guinea 2015 14.9%
Malawi 2015 13.1%
Kenya 2017 9.9%
Benin 2016 14.9%
Burundi 2016 14.1%
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Table 5: Exports to China and India as a Percent of African Countries’ Total Exports®®

Percent of
Country’s
Exports

Year

Country

Percent of
Country’s
Exports

Country Year

2017
2017
2017

35.1%
33.9%
17.3%

Mauritania

Congo

Sudan
Tanzania

2017 23.5%

2017 12.1%
2016 18.0%
I 2016 15.4%

Several African countries are de-
pendent on Asian giants in trade. In
2017, China absorbed 35.1 percent
of Mauritania’s exports of goods and
33.9 percent of Congos. China was
also the largest export market for An-
gola, South Africa, and the second
largest export market for Sudan and
Zambia. In 2015, 43.2 percent of An-
gola’s exports were directed to China.
India was the largest export market
for Tanzania, Nigeria, and Benin,
and the second largest export mar-
ket for Cameroon, Botswana, Ghana,
Guinea, and Angola. The shares of
exports in goods to China and India
in the African countries’ total exports
are presented in Table 5.

Both China and India primarily im-
port mineral resources and raw ma-
terials from Africa. China supplies
industrial machinery, electrical and
electronic equipment, transport equip-
ment, and textiles and clothing to Af-
rican countries. India exports distil-
lation products, automobiles, textiles,
and pharmaceuticals to the region.

Trade exchange with China benefits
African countries; however, it makes
them more and more dependent on

South Africa

2017
2017
2015

16.3%
9.8%
43.2%

Zambia

Angola

Botswana 2016 15.1%
Ghana 2016 14.6%
Guinea 2015 16.4%
Angola 2015 8.1%

the condition of the Chinese econ-
omy. Besides, the expansion of Chi-
nese goods causes the displacement
of African products from local mar-
kets. Compared to Chinese, Indian
exports cause less damage to Afri-
can markets because India exports to
Africa not only final goods but also
components of production.

Conclusion

Since the 2008 financial crisis, China
has been gradually increasing its ad-
vantage over India in merchandise
trade with Africa. In the years 2008-
2017, the value of Chinas bilateral
trade with all African countries sur-
passed India’s nearly three times, while
Chinese merchandise trade with Afri-
ca’s 33 LDCs was over four times big-
ger than Indian trade. India dominated
China in bilateral trade with only eight
African countries. After the global cri-
sis, Africa became more of an export
than an import market for China.
Contrary to China, India recorded a
negative trade balance with Africa.

Both China and India work to in-
crease their trade in goods with
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Africa by intensively developing
South-South cooperation with Afri-
can countries. The Asian giants also
develop and strengthen their trade
relations during high-level visits and
official forums such as the Forum on
China-Africa Cooperation or the In-
dia-Africa Forum. Both China and
India use foreign aid in the form of
loans and grants to develop bilateral
trade relations with African coun-
tries. Compared to India, China is
diplomatically more active and in-
vests more in Africa. Moreover, it
supports domestic companies which
trade with African countries more
intensively than India does, and pro-
vides more development assistance to
the region.

Undoubtedly, trade exchange with
China and India benefits African
countries. However, it seems that
Africa, like Latin America before,
will soon become more of a destina-
tion market for Chinese goods than
a source of natural resources for
Chinas economy, therefore African
products will have to compete with
Chinese products not only in inter-
national but first in local markets. @
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