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Abstract

Over the last two decades, the trade between Africa and China has grown significantly but
there is still a debate on how local industries in Africa are being affected. Two key foreign
policies, FOCAC and BRI, by China are the foundations on which the trade is done with its
African partners. This study aims to assess which industries in Africa are being affected by
these Chinese-led foreign trade policies and the significance of that impact. Using panel data,
the study examines the effect of the FOCAC era and the FOCAC+BRI era on the energy,
agriculture, mining, manufacturing, and technology industries for six partners. The results
from the analysis showed that imports positively affect the agriculture and the energy sectors
while the manufacturing industry is negatively affected by imported goods. On the other hand,
exports have shown a positive impact on the mining sector. However, the agriculture industry
is still struggling to have positive gains from exports. The findings of this study are important
as the continent works towards "One Africa® which seeks to promote sustainable
development of the continent. Also, the study focuses on specific industries that are
significant to the economic growth of these countries as shown by their positive relationship
with the GDP of these nations.

Keywords: FOCAC, BRI, Trade flows, Panel regression, Industrial development, Trade
policies

1. Introduction
1.1 Background

Over the last two decades, there has been a surge in the quantities of "Made in China"
products in African countries. With the two parties strengthening their ties, it is anticipated
that this will even grow higher. The introduction of the Forum for China — Africa Cooperation
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(FOCAC) in 2000 was a gateway that was opened to increase the flow of trade between these
two partners. Even though the package of FOCAC included other items like aid, financial
assistance, and investment flow the main driver of this has been trading. China having high
manufacturing output has been in search of global markets and Africa is one of the markets
with high potential to buy their products.

The continent including the six countries in this study, Algeria, Egypt, Kenya, Ghana, Nigeria,
and South Africa, is very rich in natural resources which are well distributed not only across
the whole continent but even in individual countries. These include mineral deposits, rich
agricultural lands, high crop output, metals, and oil. With a fast-growing economy that rose in
a short space of time to be a global economic giant, such resources are needed to sustain the
economic growth and to supply the ever-rising demand from the Chinese market.

In 2013 the Chinese government took a further step to increase their trade by reviving the
ancient Silk Road which was a trade route that linked them to Europe and the Middle East.
Now this modern version has been developed to also include African countries. Such a move
is seen as an additional policy that will further increase the trade between China and Africa as
well. Since 2013, the continent has therefore been a beneficiary of two major Chinese foreign
trade policies namely the FOCAC and the Belt and Road Initiative (BRI). This makes trade a
very important component of these countries especially given how China steadily over the
past decades grew to become the highest trade partner for the continent.

With this in mind, this study focuses on examining the effect of this on the local strategic or
key industries. As proposed by (Tsokalida & Jun, 2019) we carry out an investigation on
which sectors the impact of trade is transmitted in African countries. This is a very important
step in assessing how beneficial this trade has been to the continent. The local industries in
this study are the energy sector, the manufacturing industry, the agriculture sector, the mining
sector, and the technology industry which (Tang & Gyasi, 2012; Yu, Qian, & Liu, 2019) in
their studies separately consider as key industries to be focused on as they need the most
development and have the highest demands at the present moment in Africa. These have been
key talking points when the trade with China is mentioned not only within the continent but it
has even been discussed by other countries who see the growing influence of China on the
continent as a threat to their existing trade relations with the countries (Anedo, 2012; Busse,
Erdogan, & Mthlen, 2016; Monson & Rupp, 2013).

The study has also used the model of “One Africa” which was adopted by the Africa Union in
November 2015. This is very important especially given how the foreign policies coming
from China target the whole region as evidenced by how the country regularly summon the
FOCAC meeting with a majority of Africa’s head of states and some of their diplomats. It is
therefore very important that as Africa look into the future and how to build towards it,
research also has to adopt this in following what African leaders started as they welcome
partners to the continent. Even though they remain as individual countries a united voice in
policy formulation is what is needed to solve the problems that are “universal” to all the
countries. Some past studies have looked at individual countries and other industries but this
study is set up to assist in how best the One Africa movement can be used to maximize
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benefits from trade in the selected industries through designing of One Policy which will
promote the interests of local industries in a sustainable way.

Bilateral agreements remain key in building trade relations between these two partners. The
treaties that are signed are the driving tools that set the tempo and the direction in which the
trade goes. They also set limits of what can be traded and how it is traded. The literature so
far has had mixed results even for the same country as they have failed to reach a conclusive
assessment on the effects of trade leaving room for more investigation. With most papers so
far focusing on FDI flow from China (Busse et al., 2016; Gagne, 2018; Tang & Gyasi, 2012),
trade has been neglected making this study timely for Africa especially as it works on
mapping its recovery strategy after the Covid-19 pandemic. Additionally, Africa by
proportion to other regions still constitute a small proportion of the trade value for China
making them a region of lesser interest to Chinese scholars hence on both ends there hasn’t
been much done on the area of trade especially given the impact of these two key foreign
policies.

One of the major issues that are faced by the continent is that there has not been a consistent
and solid policy towards the growing partnership with China (Aly, 2019; Drummond & Liu,
2015; Zoumara & lbrahim, 2013). The terms of everything seem to come from the Chinese
who are the architects of both policies under study. This is a worrying status in a relationship
that is said to be based on mutual values in terms of cooperation, development, and trust built
with the mind of win-win deals at all times. With Africa now pursuing the deals on the terms
and conditions of Chinese counterparts their bargaining power is weak which is likely to
affect industries and this study seeks to investigate how it has affected the domestic industries.
We first look at the period between 2002-2012 when there was only the FOCAC in operation
and then the period 2013-2019 when the BRI was introduced to see how its combination with
FOCAC has been affecting local industries. Furthermore, this study seeks to prove the truth
in the notion that this relationship can unleash the potential Africa has in terms of building
their industries and developing their economies (Asante, 2018).

1.2 Forum for China — Africa Cooperation FOCAC

Towards the end of the year 2000, China launched the FOCAC which was a policy that had
been designed specifically for Africa. Trade was one of the main focal areas of this policy.
The vision was built around the South-South cooperation in which developing countries build
each other’s economies through activities that promote development and economic growth.
During the first era when FOCAC existed as the only major policy towards Africa we saw the
following major developments:

1) Establishment of Chinese owned industrial plants with some being co-owned with local
companies

2) Building of special economic development zones that served as main operation centers
for the big companies wanting mostly free zone for operation in the continent

3) Construction of China cities especially in major towns of every country with the main
goal of promoting small businesses in their trade
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Engagement of private firms and government firms both small and big in the activities
that promoted the goals of FOCAC

5) Removal of many trade barriers and tariffs to make the trade process smooth and
favorable

6) High flow of bottom of pyramid FMCG goods with low cost from China to Africa
7) The flow of capital goods and high-tech equipment

Even though this has been contributing to economic growth, the effect on industries by sector
remains something to be investigated.

1.3 Belt and Road Initiative BRI

To further advance their foreign policy and strengthen their economic power, China revived
the ancient Silk Road into the Belt and Road Initiative. The new trade route covers Europe,
Asia, and Africa. Trade and improvement of trade logistics are the key issues that it aims to
address (Zhai, 2018). Africa has already been benefiting from this as proved by various
railway lines linking countries and ports, Mombasa-Nairobi Standard Gauge Railway, Kenya,
Ethiopia-Djibouti railway, Lobito-Luau railway, Angola, Abuja-Kaduna railway, Nigeria.

As China is currently having an excess manufacturing capacity, they needed new markets for
their products and new operating regions for their growing companies. Even though not all
African countries are part of the BRI the continent has been included mainly through the
coastal countries which are seen as the major entry points into the continent which one of the
major reasons behind the countries selected.

Through the BRI we have seen the following being accomplished in the short time it has been
in operation

1) Increased in Chinese funded construction

2) Increase in the trade volumes

3) Building of coastal countries as strategic entry points into the continent

4) Higher aid flow

5) The new model of payment for trade in form of none financial payments or swap deals

It is important that as BRI is still in its early stages and also with the One Africa being
pursued, the continent comes up with its strategy to complement what has already been
started by the Chinese so that they maximize the benefits and the returns. The existence of
this friendship over the years is proof of the loyalty in this friendship which gives an
assurance that the policies can improve the continent’s industrial state.

As we examine the combination of these two policies the study will lay down a foundation to
be used in further studies as well as in policy-making especially as it has been noted already
that aside from academic literature, data and statistics remain a challenge making it difficult
and complex for those who work in the policy formation.
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The rest of the study is arranged as follows: the second section reviews the literature that
leads into the hypothesis development. This is followed by the methodology and then the
presentation and discussion of the study. The last section concludes the research.

2. Literature Review

In a study by (He, 2013) which is the transition year for the two policies, it was found that
Chinese trade had a considerably stronger relationship with the economy as compared to the
ones from other partners which were contending for the control of the region's trade. The
argument was that the South-South trade yielded better results for the countries. This,
therefore, means that it is expected that this also applies to the other industries as the study
only focused on the manufacturing industry.

Another very important study by (Harlies, 2019) supported the notion of how China is
selective in the countries to engage in and how to partner with them. This is very true
especially as we look at the model of the BRI which has mostly been implemented in coastal
countries (Biswas & Tortajada, 2018). This is a strategic move which this study propose has
an effect to boost trade and even improve the benefits that are being enjoyed by the local
industries in these countries and the rest of the continent. The outcome of this research will
prove if truly the interests of local industries are being protected and considered in trade
deals.

In justifying why different partners seem to have different treatment (Mhaka & Jeke, 2018)
propose that the market size of the partner affects the amount of trade. To add to it they also
suggest that the economic condition of the country is determinant in the spending habits of
the customers as well as in the assurance of returns which are also important factors
considered when a destination is picked. Even though these two are not the only factors
considered in trade they seem from the distribution of Chinese establishments in trade to be
well considered as the segments are designed including in the six countries which are some of
the top economies in Africa.

Africa is well known for its rich natural resources (Drummond & Liu, 2015; Habiyaremye,
2016; Lyons, Brown, & Li, 2013) which are essential in any country which wants to sustain
their economy especially when it is mostly built around high manufacturing activities. Over
the past years, the continent has been seen as the source of cheap raw materials for
production which ended up hurting its industry as gains were suppressed by the unfavorable
trade terms. This study takes key sources of raw materials which are the agriculture and the
mining sector, to examine how these two are being affected by trade to ensure that they do
not suffer the same fate from the previous deals as measures will be taken to promote, protect
and develop them.

The existence of a very strong political relationship between China and most of the ruling
parties in Africa cannot be taken for granted. Such a relationship is one of the major reasons
why many countries have been willing to participate in the activities organized by China
which include their "China hosted Africa Union" meetings held under FOCAC. Also, there
has been a look East policy implemented in most of the countries which are meant to promote

305 http://ber.macrothink.org



ISSN 2162-4860

\ MacrOthi“k Business and Economic Research
A Institute ™ 2021, Vol. 11, No. 2

tread with mainly Russia and China. This role by politics aids to the other factors like cheaper
products, better terms of trade, no interest on loans, and alternative payment models that
come from China. With leaders wanting the best for their parties to remain in power we
anticipate that this relationship will be used as a way to ensure that the trade benefits the local
industries that prove their effectiveness (D. N. Mlambo, Mlambo, & Mubecua, 2018).

The question of sustainability of the trade relations remains a big puzzle especially give how
they are growing at a faster rate than any other relationships Africa had with a single
government (Titiloye Ademola, Bankole, & Adewuyi, 2009). There is a need to therefore
evaluate how this trade especially is affecting the long-term gains of the continent beyond the
immediate gains, losses, and spillovers from the trade. Examining the effect these imports
and exports have on the local industry is key since industrial growth is one element needed
for a sustainable economy in the future. The results from the study can be used as one tool to
guide negotiations on trade terms that will be good for the long-term future especially the
future beyond the political cycles which are usually 5 years.

Due to the overwhelming growth in the local industries and the domestic economy, the
Chinese have been encouraging their companies to go global. The government has been
actively creating platforms for new markets as well as new partnerships for their companies.
This has been one of the major factors behind the rapid increase in the trade between the two.
However, even though this is good for the Chinese counterparts the benefits do not
necessarily replicate for the African market. The fact that both imports and exports have been
on the rise makes it more interesting to find out how much is influencing industrial
development (Anedo, 2012).

Trade has also been boosted by the initiative in which there is trade paid for by resources on
the continent. This has been viewed as a very great relief to the continent that was being
constrained from engaging in further trade due to high debt. The model quickly attracted a lot
of government-backed deals in which the government uses various resources at their disposal
in swap trade deals. Even though this has been questioned in terms of its fairness the fact that
it has worked as an alternative for trade has been seen to yield good economic results
(Drummond & Liu, 2015). However, there is a need to examine how this has affected the
industries in concern. Mostly the mining and the agriculture sector are the ones involved in
payment deals for trade hence we examine them (Habiyaremye, 2016).

The availability of relatively cheaper goods especially for households (consumables) and
other technical equipment and gadgets has been very high in the trade. Literature has a mixed
response to these: some argue that they have been beneficial especially to those in
low-income countries and it has also offered healthy competition to the market (C. Mlambo,
Kushamba, & Simawu, 2016) this school thought justifies further importing of these.
However, on the other hand, others are of the view that these are hurting the local industries
whose cost of production is too high to meet the lower price range of the competing products
(Geda, 2006). As this study looks at how the trade has affected both manufacturing and
technology industries, it is anticipated that this tradeoff is also evaluated.

Another key area of concern is that the trade is viewed as unequal (Van Staden, Alden, & Wu,
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2018) due to the inequality in the relationship. However many of the authors are of the view
that this is not to be put on the Chinese (Foo, Lean, & Salim, 2019) but rather the
responsibility is on African Heads of States. There has not been an organized policy
formation that is targeted at how to deal with the Chinese from the perspective of Africa.
Even though each country may have its policies the fact that the whole continent is
summoned by China for a conference shows how China sees the continent as one rather than
as individual countries. Their policy on Africa is to encourage a united approach towards this
partnership. Even though it will not be universal for all countries but it should be able to be
the blueprint for the whole continent.

One of the major constraints that were affecting the trade and development of most industries
in Africa is the transport and logistics industry which has been lagging for a long time (Chen,
Xu, & Haralambides, 2019; Dai & Xu, 2013; Guo & Shen, 2016). The Chinese have been
working hard to improve this by actively engaging in the development of railway lines,
airports, seaports, and highways. Even though this is mostly for the interest of their trade and
part of it as a payment for various claims in natural resources the spillover of this
development is felt not only in one economy but in many economies. For example, the
construction of the Ethiopia- Djibouti railway has successfully linked two countries. Already
these have improved their trade as they have a better and efficient model of transport for the
consignments.

The high demand for capital goods has been influential in the growth of trade. These come as
the continent is having a lot of start-ups and is encouraging the growth of SMEs and
expansion of established industries (Esterhuyse & Burgess, 2014; G. Wang et al., 2018). This
is likely to impact the industries as they get more equipment to improve their production and
productivity. The fact that China offers cheaper alternatives makes them an attractive source
for the locals venturing into capital-intensive sectors.

In assessing how the trade has affected the textile industry of Ghana (lbrahim, 2017) found
that there has been a positive impact from the trade even though there is a risk that the local
industry is beaten by the cheaper alternatives. However, the Ghana economy seemed to have
its manufacturing affected by the substitutes from China which has led to the closure of many
industries as noted by (Ibrahim, 2018). This study differs from these two in that it considers
more than one country something that literature has pointed to be a need (Tsokalida & Jun,
2019).

The literature is summarized in the following outstanding five factors that lead us to the
development of the hypotheses of each industry:

€ The effect of treaties (FOCAC and BRI) on trade’s contribution to industries

€ The effect of increased trade volume on local industries as additional trade policies are
introduced

€ The effect of the role of each country in the production value chain in getting the best
gains from trade
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€ The significance of the swap deals on trade’s relationship with local industry attached
therein

3. Hypothesis Development
3.1 Energy Industry

The energy sector is one of the most important industries on the continent. Over the years the
continent has struggled with access to electricity with at most just over 50% of the population
having access to electricity. Some of the reasons for this include expensive machinery and
equipment. With the coming of trade with the Chinese, it is expected that this industry
benefits especially from the imports of such machinery since they offer way cheaper
alternatives. In addition to that, it is expected that there will be an increased purchase of other
renewable sources of energy especially solar panels which are mostly sourced from China at
lower costs. This brings us to the hypotheses on the energy industry:

H: Imports are positively related to the electricity sector
H: Exports have no relationship with electricity
3.2 Manufacturing Industry

The continent has a very unstable manufacturing sector which has three major challenges of
high production cost, shortage of capital, and then shortage of advanced technologies or
equipment. With the coming of the capital goods from China, there has been a new flow of
advanced machinery at very affordable prices and this has resulted in the reduction of the cost
of running businesses as well as production. Besides, there has been a lot of intermediate
goods flowing from China that are used in the industries where they are assembled into
finished products. On top of this, the manufacturers on the continent have increased chances
to export their products into niche markets in China. This boosts the manufacturing sector as
there is a bigger market for them. However, the imports of finished goods have the potential
to negatively affect the local industries especially when the rules for the competition are not
clearly outlined by the local governments. This study predicts that the benefits from the
imported capital goods outweigh the shortcomings from the finished products bringing an
overall gain to the manufacturer. This sets up the hypotheses for the manufacturing industry:

H: Imports are positively related to the manufacturing industry
H: Exports are positively related to the manufacturing sector
3.3 Agriculture Industry

The agriculture industry remains key in a continent with vast lands and forests. According to
(Habiyaremye, 2016), "Natural resources endowment is the most salient reason why an
economy may have a large share of primary commodities in its exports.” The coming of trade
is good news for this sector as it brings much-needed foreign buyers for the products.
Governments have in some cases even gone ahead to offer incentives to those who export
their agricultural products. On the other hand, imports also come in handy for the equipment
that is needed by the farmers. These range from tractors, planters, harvesters, irrigation
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equipment, and many other advanced technologies used in farming. Because they are cheaper
in China, farmers have been using the Made in China branded equipment a lot. This gives us
the hypotheses for the agriculture industry:

H: Imports are positively related to the agriculture industry
H: Exports are positively related to the agriculture industry
3.4 Technology Industry

These are technical goods that are used either for consumption by final consumers or in the
production of other goods (Havrlant & Husek, 2011; K. Wang, Gou, Sun, & Yue, 2012). The
rate at which an economy imports and exports shows how much innovative the country is:
with its exports showing their advantage over others in producing technically advanced goods
and the imports showing how the country is still lagging at the same time how much it is
investing towards advancing their technology. The industry has been having very high
demand in Africa where the domestic manufacturers have not been able to fully satisfy the
needs of the markets and also where the market always gives preference to cheaper products.
Africa has mostly been dependent on imports in this industry with most of the products being
manufactured outside the continent and a few being assemble there while just a handful are
locally manufactured and exported. This leads us to the hypothesis on the technology
industry:

H: Imports are positively related to the technology industry
H: Exports are negatively related to the technology industry
3.5 Mining Industry

The minerals and metals in Africa remain the biggest source of foreign currency for the
countries and some of their most traded products are in this industry (Rahman, Majidi,
Huwaina, Harun, & Kasuma, 2017). It is beyond any doubt that these minerals have a
significant impact on the economy. Two important things are considered for this impact to
take effect: firstly, the volume of minerals traded has to be very high. Secondly, the value at
which they are sold is very important to maximize the gains. There is always a need for more
bidders for the miners to improve their bargaining power and China offers that competition to
traditional buyers. In addition to this, the Chinese have engaged in investments in mines with
the minerals taken straight back to their country which is a plus to the trade. Furthermore, the
equipment which is coming from China like in other industries is very affordable which
makes it affordable to invest in mines hence more players including the local ones venture
into it. The swap deals, where mineral claims are used to pay for construction projects or
loans extended are an additional boost to the trade of the minerals as these are also recorded
as minerals traded (Bodomo, 2019). This gives us our hypotheses on the mining industry:

H: Imports are negatively related to the mining industry

H: Exports are positively related to the mining industry
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4. Methodology
4.1 Time of Study

The study looks at two time periods which are defined by the key economic policies which
were implemented by the Chinese Government. The first period is the one under the FOCAC
agreement from 2002-2012. The study left out the first two years of FOCAC due to a lack of
data. It is then followed by the current era in which there is a combination of the BRI and the
FOCAC being concurrently implemented in trade-related issues with Africa. Even though the
OBOR hasn't been running for a period long for conclusive evaluation, the study sets up a
preliminary analysis to guide adjustments especially on policies that make Africa ready to
maximize their gains.

The quantitative data used in this study has been obtained from the World Integrated Trade
Solutions and the World Bank data bank.

4.2 Data Analysis Model

The stud uses the panel model as was also supported by the following papers (Adeline &
Moussa, 2020; Bulletin, 2017; Burinskiene, 2012; Kea et al., 2019; Kilic, Yusecan, &
Ozekicioglu, 2019; Moussa, 2019; Sen, 2010; Taylor, 1986) among others.

The panel data linear model:
Y =B+ BiXs + BoXo + B3Xs + fuXa + . BuXn € 1)

Where; Y is the dependent variable, B, the constant, B4, B3, B4, 1S the average change in
Y that is associated with a unit change in X the independent variables while, & is the random
error.

Several benefits led this study to pick panel data in its analysis of the factors (Adeline &
Moussa, 2020; Hammon & Zinn, 2020):

e It can model both individual and common behaviors in a group of data.

e It contains more information, more efficiency, and variability compared to the usual time
series or cross-sectional data.

e The ability of panel data to not only measure but also detects significant effects and act
as modified time series analysis

e In cases of biases that arise from aggregating groups into a single time series, pane data
can minimize these

In running the regression we followed the recommendation by (Hill, Davis, Roos, & French,
2019) in a review of literature on the use of panel data to run both the random effect and fixed
effect followed by the Hausman test to decide which of the results to adopt for the study.

The study modified the model to suit our model as follows to incorporate our variables.

InIndustry = By + fiInlmp, + BoInExp, + fzInf; + By InFDI, + fsInGDPs + ¢ (2)
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Independent variable: Inindustry is the log of one five industries (energy, agriculture,
manufacturing, mining, and technology),

Dependent Variable: Inlmp is log of imports, InExp is log of exports,
Control Variables: Inf is Inflation, InFDI is log foreign direct investment, INGDP is log GDP.
4.3 Descriptive Statistics

Tables 1 and 2 show the descriptive statistics before and after OBOR. In both periods imports
remained higher than exports based on the average for the two periods. It is also important to
note that exports have the highest range which is a sign of the continent's general stable trend
of importing. In Tables 3 and 4 we have the correlation analysis which has shown that there is
no multicollinearity as the variables are not showing a significant relationship hence all the
variables can be used in the regression model.

Table 1. Descriptive statistics FOCAC

Variable | Obs | Mean | Std. Dev. | Min | Max
inf 77 |8.82 |525 -0.69 | 26.67
inimp 77 1948 | 0.57 8.26 | 10.79
inexp 77 |8.79 | 1.06 6.76 | 11.00
inagr 77 | 10.24 | 0.55 9.34 | 11.42
inele 77 2.73 | 0.53 2.01 | 3.69
intech 77 7.17 | 0.69 5.61 | 8.60
infdi 77 1931 |0.80 7.33 | 10.66
ingdp 77 | 11.10 | 0.59 9.79 | 12.21
inman 77 | 10.55 | 0.65 9.19 | 11.68
inmin 77 1041 | 1.35 6.92 | 12.62

Table 2. Descriptive statistics FOCAC+BRI

Variable | Obs | Mean | Std. Dev. | Min | Max

inf 49 |8.89 |543 2.92 | 29.51
inimp 49 | 999 | 0.42 9.23 | 10.90
inexp 49 |9.35 | 0.97 7.58 | 11.04
inagr 49 | 10.50 | 0.51 9.82 | 11.47
inele 49 | 280 | 051 2.15 | 3.63

intech 49 | 793 |0.44 7.32 | 8.88

infdi 49 | 957 |0.51 8.59 | 10.65
ingdp 49 | 11.39 | 0.47 10.69 | 12.26
inman 49 | 10.83 | 0 .49 10.00 | 11.70
inmin 49 | 10.87 | 1.18 8.43 | 12.65
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Table 3. Correlation analysis FOCAC

inf inimp | inexp | inagr | inele | intech | infdi | ingdp | inman | inmin
inf 1.00
inimp | -0.13 | 1.00
inexp | -0.24 [ 0.74 | 1.00
inagr | 0.00 | 0.59 | 0.46 1.00
inele | -0.33 1027 |041 | -0.02| 1.00
intech | -0.12 | 0.73 | 066 | 056 | 0.31| 1.00
infdi | -0.05 | 0.68 | 0.58 0.60 | 0.16 | 0.57 | 1.00
ingdp | -0.20 | 0.78 | 0.77 064 | 028 | 0.71 | 0.64 | 1.00
inman | -0.25 | 0.76 | 0.77 | 0.60 | 0.27 | 0.72 | 0.60 | 0.68 1.00
inmin | -0.18 | 0.58 | 0.63 | 0.21 | 0.47| 0.54 | 0.45 ]| 0.47 0.48 | 1.00

Table 4. Correlation analysis FOCAC+BRI

inf inimp | inexp | inagr | inele | intech | infdi | ingdp | inman | inmin
inf 1.00
inimp | 0.22 | 1.00
inexp | -0.21 | 0.60 | 1.00
inagr | -0.06 | 0.33 | 0.09 | 1.00
inele | -0.20 | 0.22 | 0.25 | -0.26 | 1.00
intech | -0.06 | 0.57 | 0.35 | 0.54 | 0.06 | 1.00
infdi | 0.07 | 050 | 0.50 0.29 | 0.15 | 047 | 1.00
ingdp | -0.24 | 0.69 | 0.50 0.57 | 0.14 | 0.76 ]0.48 | 1.00
inman | 0.20 | 0.61 | 0.56 0441021 |065 |058 |0.75 |1.00
inmin | -0.07 | 045 | 065 | 0.02 | 0.30 |0.30 |0.60 | 0.40 | 046 | 1.00

5. Discussion of Results
The following table summarizes our findings.

Table 5. Result Estimates

Energy Agriculture Manufacturing Mining Technology

Industry Industry Industry Industry Industry

F F+B F F+B F F+B F F+B F F+B
Imports | -0.07 0.05*** | 0.13*** | 0.03* -0.12** | -0.11*** | -0.17 -0.52 0.26 -0.01
Exports | 0.05** | 0.03** | -0.04 -0.06*** | 0.05* 0.12 0.23 1.18*** | 0.05 -0.20 ***
Inflation | 0.00 0.00 0.00 0.00*** | -0.00 -0.01*** | -0.00 0.01 0.00 0.01**
FDI -0.00 -0.00 -0.01 -0.05 0.02 -0.01 0.12 1.08*** | 0.04 -0.18**
GDP 0.19** | 0.09* 0.68*** | 1.33*** | (.83*** | (.82*** 2.68*** | 1.78*** | 1.68*** 0.68**
Constant | 0.83 1.59*** | 1.85*** | -3.94*** | 1.08 1.65 5.91*** | 345** | -14.82*** | 3,69
FE/RE RE RE RE RE FE FE FE RE FE RE

Notes: ***, ** and * denote respectively statistical significance at 1%, 5% and 10% levels.
FE/RE means based on the Hausman test which result was used.
F is FOCAC and F+B is FOCAC+BRI

For the period where only FOCAC was being implemented the energy sector showed a
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negative relationship with imports even though it was not significant. This is changed when
the BRI was introduced to not only have a positive interaction with trade but is significant at
1%. This shows that imports are playing a key role in the development of the energy sector.
In the period of FOCAC+BRI, we accept hypothesis 1 proposed and reject it for the prior
period. On the other hand, from the results, there is a relationship between the exports to
China and energy consumption. This is contrary to the initial prediction that there is no
significant relationship between these two. This may be due to the effect trade has on
production which increases consumption.

As predicted, there is a positive and significant relationship between imports and the
agriculture industry at 1% and 10% significant level respectively for the two periods under
consideration. We, therefore, accept the hypothesis for both periods which is proof that China
has been bringing goods that have increased agricultural production as also supported by
(Habiyaremye, 2016). Interestingly, the exports show a different trend which is opposite to
the predicted hypothesis. The exports in the agriculture sector show that before FOCAC there
was no significant relationship even though it was negative and it becomes significant after
the BRI was introduced. According to (Eisenman, 2012; Maswana, 2007; C. Mlambo et al.,
2016) the level of resources in the primary sector of the country will affect how they benefit
from this trade which is one possible explanation why exports haven’t fully benefited the
agriculture industry where production is still low. (Maswana, 2007; C. Mlambo et al., 2016).

The imports from China are unfortunately negatively and significantly affecting the local
manufacturing industry at 5% and 1% in the two periods respectively. Even though the initial
prediction expected that capital goods being imported would bring more benefits, the
imported finished goods have brought a negative more impact on industries. This is because
they are not only cheaper but they are better substitutes compared to what is already on the
market as also concluded by (Eisenman, 2012) who finds the manufacturing sector of China
as more competitive. On the other hand, the exports from the manufacturing sector positively
affect the industry as predicted. Even though the contribution is only significant during the
FOCAC era and just positive afterward this is a sign that if well utilized the manufacturing
industry would greatly benefit from exporting to the niches in China.

As predicted the mining sector is negatively related to imports even though this relationship
is not significant. However, in both periods we see the coefficient decreasing which is proof
that when the continent imports minerals it negatively affects their industry as also supported
by (Busse et al., 2016). This is further supported by the positive relationship between exports
and minerals which is significant at 1% during the FOCAC+OBOR era. Based on the
regression run, minerals have the highest coefficient with exports showing how much they
benefit from trade with China. The increased significance in minerals can be further
supported by the growing significance of mines in the deals including their role in the swap
payments for various projects and financial loans. Also, China has a high demand for
minerals which their local mines cannot meet (Gamache & Jones, 2013) hence African
minerals which are the continent's treasure remain in high demand to the economy of China.

In both periods the imports failed to have a significant impact on the technological
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development of Africa. Imports in the second era had a negative relationship which again
wasn’t significant. This is a factor worth looking at in the future to ensure maximum gains are
obtained directly from technically advanced equipment as well as indirectly through
spillovers. The negative and significant relationship with exports in the second era shows that
the technology industry is not benefitting when exports are being made and when they grow
as well.

6. Conclusion

The study found that there is a positive impact on the agriculture and energy industries from
the imports that come from China. These two are heavily dependent on the advanced
equipment which China offers at cheaper prices with good quality which was one of the
biggest barriers from the other trade partners. The manufacturing sector is negatively affected
by imports from China which is something that has to be addressed through policies that
protect the local manufacturers who are failing to beat the competition from China.

For exports, the study found a positive relationship with the mining sector. This shows that
the minerals from Africa are a key component in the trade. However (Rahman et al., 2017)
cautions the continent that even though the contribution to the economy of the minerals is
high it remains questionable how sustainable the rate of mining is. Another very important
finding is the positive relationship with the manufacturing industry which shows the potential
that this industry has to enjoy niche markets in the Chinese economy saturated by
manufacturers of different. On the other hand, the agriculture industry showed a negative
relationship with exports. This is something that should be looked at especially as the
continent’s agriculture sector has been a backbone to most economies and has been exporting
high volumes of products to China yet the benefits aren’t bringing a much-needed positive
impact on the industry.

The results of this study have proven that bilateral relations are important in the contribution
trade has on industries. With the continent benefiting from FOCAC, there are even more
opportunities and higher potential from the combination of FOCAC and BRI. The fact that
BRI is working in selected countries that are acting as entry channels for trade and
development it is still expected that this will not only benefit the countries concerned but will
spill into the rest of the continent. This study makes use of those six countries together with
the rest of the countries grouped to show the significant role of trade. The fact that China is
narrowing its focus to selected countries in the BRI is likely not to affect the benefits to the
continent if they work together with these countries in promoting the agenda of the continent
and the long-term goals set at the region’s Africa Union summits. The improved terms of
trade which have made some industries like mining more involved in the trade have resulted
in a positive effect of trade on the industry which is reflected in the GDP as well. This is
something that has to also be replicated in other industries that are still not performing well
especially the technology industry which is lagging not only in trade but on the continent as a
whole.

For future studies, we recommend that one can look at the technology industry which still
needs to be built across the continent.
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