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CHAPTER 8

Chinese Investors in Zambia and Angola:
Motives, Profile, Strategies

Hangwei Li

INTRODUCTION: AN OVERVIEW
oF CHINESE FDI IN ZAMBIA AND ANGOLA

Over the past twenty years, Chinese foreign direct investment (FDI) in
Africa has grown exponentially, with FDI stocks increasing almost a one
100-fold from US$ 490 million in 2003 to US$ 43.4 billion in 2020
(Fu 2021). Despite Chinese FDI flows to Africa dropping to US$ 2.7
billion in 2019, they rebounded to US$ 4.2 billion the following year
even amidst the COVID-19 pandemic (Fu 2021). Zambia and Angola in
particular have been significantly impacted by China’s growing influence
in the region (Bastholm and Kragelund 2009; Kopinski and Polus 2011;
Kopinski et al. 2011; Lee 2018; de Carvalho et al. 2022) (Fig. 8.1).
The deepening of Zambia’s relationship with China has been marked
by, amongst other things, the construction of the Tazara railway, the
establishment of an overseas office for the Bank of China in 1997 and
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Fig. 8.1 Chinese FDI vs. US FDI to Africa, flow (Source Johns Hopkins
University SAIS China-Africa Research Initiative)

the creation of the first African special economic zone (Kragelund 2009;
Brautigam and Xiaoyang 2011). Chinese investors have also invested in
non-ferrous mines and agricultural projects, with the country consis-
tently being amongst the top ten destinations for Chinese investment in
Africa. According to data from the Chinese Ministry of Commerce, the
stock of Chinese direct investment in Zambia had reached US$ 3.055
billion by the end of 2020 (Chinese Academy of International Trade and
Economic Cooperation et al. 2020). Moreover, a 2017 survey estimated
the number of Chinese companies in Zambia as being close to 900—
aside from Nigeria, this is the largest number on the continent (Sun et al.
2017).!

Meanwhile, China’s relationship with Angola has shifted from defence
and security to economic development since the end of the latter’s
civil war in 2002 (Campos and Vines 2008; Ovadia 2013). Since then,
Angola has seen huge numbers of Chinese migrants enter the country,
many of been engaged in post-war reconstruction work (Zhuang 2020).
According to then Minister for Home Affairs Sebastiao Martins, the
number of Chinese in Angola peaked at 259,000 in 2012 (Club-K 2012).
Between 2002 and 2008, Angola experienced a ‘golden age’ of post-war
growth thanks to the rapidly increasing oil price. In more recent years

L According to a Chinese community leader, there are already more than 1000 Chinese
companies in Zambia (Che 2020).
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(especially 2016-2018), however, the global financial crisis and falling oil
prices have resulted in many Chinese investors leaving the country. Never-
theless, according to data from the Agency for Private Investment and
Promotion of Exports of Angola, China ranked third in FDI to Angola
between 2018 and 2022 (China-Lusophone Brief 2022).

Table 8.1 presents key data on Chinese economic engagement with
Zambia and Angola. Following this, Fig. 8.2 shows Chinese FDI flows to
Angola and Zambia from 2003 to 2021, whilst Fig. 8.3 reveals Chinese
FDI stock in Angola and Zambia between 2003 and 2021. Finally,
Fig. 8.4 sets out data on trade between China and Angola/Zambia from
1992 to 2021.

Table 8.1 Key data on Chinese economic engagement with Zambia and Angola

Zambin Angola
Year of establishing diplomatic 29 October 1964 12 January 1983
relationship with China
Chinese FDI Stock (by 2020)  US$ 3.055 billion US$ 2.690 billion
Chinese FDI flow (by 2020) US$ 125.36 million US$ 214.26 million

Major destinations of Chinese ~ Lusaka, Copper Belt Province  Luanda and Benguela
FDI

Source Compiled by the author

Chinese FDI Flow to Angola and Zambia
(USS mn, unadjusted)

800.00

600.00
400.00

200.00
0.00 _ S S = =
20032004200520062007200820092010201120122013&014!015201620172018201920202021

‘W4
-400.00 p)

-200.00

-600.00

e= e= Chinese FDI flow to Angola e Chinese FDI flow to Zambia

Fig. 8.2 Chinese FDI flows to Angola and Zambia (US$ million) (Source Johns
Hopkins University SAIS China-Africa Research Initiative)
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Chinese FDI stock in Angola and Zambia
(USS mn, unadjusted)
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Fig. 8.3 Chinese FDI stock in Angola and Zambia (US$ million) (Source Johns
Hopkins University SAIS China-Africa Research Initiative)

Trade data between China and Angola
(USS mn, unadjusted)

Fig. 8.4 Trade data between China and Angola/Zambia (US$ million) (Source
Johns Hopkins University SAIS China-Africa Research Initiative)

Although previous studies on Chinese FDI in Africa provide valuable
insights, they are largely based on research conducted nearly a decade
ago. Consequently, they fall short in providing a comprehensive picture
of the newer Chinese firms established or documenting the changing
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landscape of Chinese economic engagement with African countries. For
instance, in 2012, international media outlets such as the BBC portrayed
Nova Cidade de Kilamba, a residential development built by China Inter-
national Trust and Investment Corporation (CITIC), as a ‘ghost town’
(Redvers 2012). During our research team’s visit to Cidade de Kilamba
in 2019, however, we observed that the residential area was fully occu-
pied, despite it still being presented as deserted in academic conferences or
discussions. This highlights the importance of conducting updated field-
work, particularly given Africa’s fast-changing economic environment. As
such, this chapter offers a comprehensive and up-to-date evaluation of
Chinese FDI in Africa, with specific emphasis on the motives, profiles and
strategies of Chinese investors in Zambia and Angola.

METHODS

This chapter draws on fieldwork conducted in 2019, when our research
team visited and interviewed 50 Chinese companies in Lusaka, Zambia
and Luanda, Angola (25 in each country).? This involved participant
observation at various Chinese factories, farms and internal conferences,
as well as attending dinners, events and other activities organised by
Chinese entreprenceurs, Chinese associations or the Chinese embassy in
Zambia and Angola. Follow-up interviews with Chinese investors and
managers, as well as Zambian and Angolan stakeholders, were conducted
in 2020 and 2022 through WeChat, WhatsApp and emails. Tables 8.2
and 8.3 list the interviewed Chinese companies in, respectively, Zambia
and Angola.

PROFILE OF CHINESE FIRMS IN ZAMBIA AND ANGOLA

Private Chinese firms have emerged as a prominent form of Chinese
presence in Africa, with Sun et al. (2017) estimating that 90 per cent
of Chinese companies are privately owned. This challenges the notion
of a monolithic China Inc. operating in Africa. All the private Chinese
investors in Zambia and Angola we spoke to noted that the Chinese

21t should be noted that some of the 50 companies we visited are conglomerates
with multiple subsidiary firms. For example, the Luanda-based Guangde Internacional
Group LDA has over ten subsidiary companies operating in the construction, trade and
manufacturing sectors. In such cases, we only counted Guangde as a single company.
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Table 8.2 List of interviewed Chinese companies in Zambia

Company name Sector Ownership
Jihai Agriculture Investment and Development Group  Agriculture Private
Laohu’s Farm Agriculture Private
Zeng’s Farm Agriculture Private
China—Zambia Friendship Farm Agriculture State-owned
JK Farm Agriculture State-owned
Xinglong Investment Manufacturing  Private

HK Spring Manufacturing ~ Private
CNC Furniture Manufacturing ~ Private
Goodtime Steel Manufacturing  Private
VOTO Zambia Manufacturing  Private
Huamei Zambia Investment Manufacturing  Private
Kafue Quarry Manufacturing  Private
Xinheda Zambia Manufacturing  Private
Zambezi Liquid Manufacturing ~ Private
Marco Polo Tiles Manufacturing  Private
Double Impact Construction Limited Manufacturing ~ Private

HY Manufacturing  Private
Chenguang Biotech Zambia Limited Manufacturing ~ Private
Deep Foods Zambia Limited Manufacturing  Private
Sinomine Resourcre Group Zambia Limited Manufacturing ~ Mixed
China National Material Group (Sinoma) Manufacturing  State-owned
Tubombeshe Mining Limited Mining Private

YS Investment Mining Private
China Nonferrous Metal Mining (Group) Mining State-owned

Chambishi Copper Smelter Limited (CCS) Mining State-owned

Authors’ note Company names are based on interviewees’ preferences, and may not be the companys’
legal or official name

government—or any other Chinese state actor such as the Chinese
embassy—did not interfere with their investment decisions or daily oper-
ations. Whilst some Chinese private investors have attempted to establish
relations with the Chinese embassy to gain social capital amongst Chinese
communities, the majority indicated they did not interact with Chinese
state actors. In fact, several private investors expressed frustration at the
lack of support available from the Chinese government, policy banks or
the Bank of China. These findings challenge the argument put forth
by some scholars that Chinese investment in Zambia is state-driven or
state-led (Bastholm and Kragelund 2009). Whilst it is certainly incor-
rect to claim that Chinese economic engagement in these countries is
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Table 8.3 List of interviewed Chinese companies in Angola

Company name Sector Ownership
Jiangzhou Agriculture Agriculture Private
Luckyman Angola Desenvolvimento Agriculture Private
LDA
Daping Fishing Agriculture Private
Dongtang Farm Agriculture Private
Full Bliss Manufacturing Private
Guangde Internacional Group LDA Multiple (manufacturing, Private
construction and trade)
Agir-Huang Mecanical & Electrical Manufacturing Private
Company LDA
Fuhua Textile Manufacturing Private
Sanyuan Steel Manufacturing Private
Sanyang International Manufacturing Private
Sujie International Manufacturing Private
Sun International Manufacturing Private
Striver Manufacturing Private
Wangol Groupo Manufacturing Private
Nice Group Manufacturing Private
Coreangol Mining Private
Zhuoyue Mining Private
Kilamaba Commercial real estate Private
Ango-Chi shopping Commercial real estate Private
Yewhing Multiple sectors Private

Sino-Ord Parque Industrial. LDA
China International Trust Investment
Corporation (CITIC)

and international trade)
Multiple sectors
Construction, Real estate and
others

State-owned
State-owned

Authors’ note Company names are based on interviewees’ preferences, and may not be the company’s

legal or official name

no longer influenced by the Chinese state, it is crucial—as suggested by
Lee (2018)—to differentiate the different ‘varieties of capital’ (especially
state capital and private capital). Making this differentiation enables better
understanding of the dynamics and complexities of Chinese investment in

Africa.

There are also other misconceptions about Chinese economic engage-
ment with Africa, often arising from confusion between investment,
financing and contracting (Lee 2018; Pairault 2018; Goodfellow and
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Huang 2021). The difficulty in discerning what counts as overseas devel-
opment assistance, aid or investment further exacerbates this confusion.
Goodfellow and Huang (2021: 659) have emphasised that ‘when it comes
to infrastructure, China barely invests at all’. This underscores the fact that
many Chinese state-owned enterprises (SOEs), also known as ‘national
champions’ in the international contracting industry, primarily focus on
engaging in engineering, procurement and construction (EPC) contracts
in Africa, as opposed to direct investment in Africa.

Since 2019, both Zambia’s and Angola’s economies have been badly
affected by debt distress, leading to a mass exodus of Chinese contracting
companies. Chinese investors often face higher exit costs than contracting
companies, which is why many agricultural, manufacturing and mining
companies have elected to remain. These companies are fundamentally
different from contracting companies, as they have come to Zambia for
long-term investment purposes rather than short-term ‘projects’ that end
once their objectives are met.

As for the profile of Chinese private investors in Angola and Zambia,
the majority of their investments are ‘greenfield’. Our research found
Chinese-Zambian/Chinese-Angolan joint ventures and acquisitions to
be extremely rare. Amongst the 25 Chinese firms we visited in Zambia,
only two operated as joint ventures: CNMC Luansha Copper Mines and
an emerald producer, which was owned by Chinese (70 per cent) and
Indian (30 per cent) partners. In Angola, meanwhile, just one—an agri-
cultural firm—operated as a joint venture. The owners of the Chinese
firms offered an array of explanations for this relative dearth of joint enter-
prises, including lack of trust, unreliability of local partners, a ‘distinctive’
business culture in the host country and a general mismatch between
Chinese and local ‘ways of doing things’. Moreover, for the majority
of Chinese companies, efficiency was identified as the main operating
principle, with many company owners explaining that they prioritise “full
control of the company’ and ‘do not like to complicate things’.? Local
entrepreneurs have often been criticised by the Chinese entrepreneurs for

3 Interview with Chinese investors in Lusaka and Luanda, April and May, 2019.
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‘lacking vision and professionalism’, or ‘not being reliable’,* making it
‘impossible’ to run the company together.”

The owner of a Lusaka-based manufacturing firm observed: “this is not
Europe or America. It is difficult to find a local company with the tech-
nology, capital and expertise to run a company with. What can a Zambian
company offer me? Nothing’.® Another manager lamented that “there are
a lot of uncertainties if you work with local partners. They don’t deliver
on time. They sometimes use our money on other things. Their ability to
perform contracts is low”.” A former Chinese journalist in Angola went as
far as directly attributing the failure of a joint venture to the local partner:

Angolo-Chi Shopping (LT H) was one of the earliest business
and trading centres in Angola and initially attracted large numbers of
customers. However, it ultimately failed. Many of us believe it failed
because it partnered with Angolan, who are not reliable. So it was
doomed.8

MoTIivATION: COMBINATION OF PUSH AND PULL FACTORS

Previous studies have explored Chinese companies’ move into Africa (see
for example: Biggeri and Sanfilippo 2009; Gu 2009; Chen 2021; Jenkins
2022). This section examines a number of ‘push factors’ (incentives in
China that facilitate investment abroad), as well as ‘pull factors’ (incen-
tives in Zambia and Angola that facilitate Chinese investment into their
respective countries). These push and pull factors are closely intertwined,
something it is important to understand when analysing the current state
of Chinese FDI in Zambia and Angola.

4 Schmitz’s (2021) ethnographic work in Angola echoes this observation, noting a
general atmosphere of mistrust between Chinese and Angolan entrepreneurs, with the
former repeatedly questioning the reliability of potential collaborators.

5 Interviews with Chinese entrepreneurs in Lusaka and Luanda, April and May, 2019.

6 Interview with a managing director of a Chinese manufacturing firm, Lusaka, 29 April
2019.

7 Interview with a manager of a Chinese mining company, Lusaka, 3 May 2019.

8 Interview with a former Chinese journalist in Angola, WeChat, 30 January 2023.
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PusH FacroRrs

Previous research has posited that intense domestic competition and
ongoing structural changes in the Chinese economy are the impetus
behind Chinese firms deciding to invest in African markets (see for
example: Gu 2009, 2011; Shen and Power 2017). In 2014, He Yafei,
vice-minister of the Overseas Chinese Affairs Office of the State Council,
noted that:

The excess capacity has been caused by China’s fundamental economic
readjustments against the global economy. With the ensuing knock-on
effects of the global financial crisis manifesting in the economic stagna-
tion of advanced nations, coupled with the slowdown in China’s domestic
demand, industrial overcapacity, accumulated over several decades, has
been brought into sharp relief ... [and] has resulted in a steep drop in
profits [and] the accumulation of debt and near bankruptcy for many
companies. If left unchecked, it could lead to bad loans piling up for
banks, harming the ecosystem and bankruptcy for whole sectors of indus-
tries that would, in turn, affect the transformation of the [Chinese] growth
model and the improvement of people’s livelihoods. It could even desta-
bilise society. The Chinese government, guided by the principles laid out at
the third plenum, has put forward guidelines for its resolution. The most
important thing is to turn the challenge into an opportunity by ‘moving
out’ this overcapacity on the basis of its development strategy abroad and
foreign policy.

The Guiding Opinion on Eliminating Severe Excess Capacities, issued by
China’s State Council in 2013, highlighted the pressing need to tackle
overcapacity, especially in ‘traditional manufacturing industries’ such as
cement, steel and flat glass. This crisis of over-production has necessi-
tated new channels for investment, which is now playing out in terms of
Chinese FDI in Africa (see Taylor and Zajontz 2020). Overcapacity in
China is therefore a major push factor for Chinese companies to invest in
Africa, including Zambia and Angola. A case in point is a Lusaka-based
cement manufacturing plant, a subsidiary of a Chinese SOE (Sinoma
Cement Co., Ltd.), which has an output of 60,000 bags of cement per
day. According to the factory’ senior manager, overcapacity in China was
the key reason the company turned its attention to Zambia:
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Around 2012, we began to face very serious overcapacity in the domestic
cement industry. I remember the National Bureau of Statistics of China
officially and publicly warned us too much cement was being produced.
Our headquarters adjusted our business strategy — we closed some of
our cement factories in China and started to focus on expanding foreign
market. Zambia was one of the choices.”?

Fierce competition within China’s domestic market has also been a major
driving force behind Chinese investors seeking out opportunities in Africa.
For example, Lusaka-based Chinese entrepreneur Mr. Hou observed:

The competition in China is fierce. If I were in China, I could only have
an ordinary ‘996 working life’ [a reference to Chinese work culture — work
at 9AM, leave at 9PM, work six days a week]. I have no capital and there
are not many opportunities for me in the Chinese context. It is different in
Zambia. I worked hard for some years for a Chinese company in Zambia, I
then borrowed some money and was able to start my own business here.10

The vast majority of firms we interviewed in Zambia and Angola stressed
the importance of push factors in their decision to internationalise.
Even if other considerations propelled them to invest in Africa initially
(e.g., market-seeking), push factors keep them there despite the increas-
ingly difficult environment. The companies we interviewed entered the
Zambian market during different time periods (ranging from 1990 to
2018). During 1990-2000, the majority of Chinese companies in Zambia
were either Chinese SOEs or companies established by earlier groups of
diplomats and aid experts who chose to stay after their duties ended. As
time has gone on, with the Chinese economy restructuring, push factors
have become ever more prominent in China—Africa ties.

This is confirmed by other studies. For instance, Gu notes that Chinese
firms are seeking ‘an escape from the pressure cooker of domestic compe-
tition and surplus production. China’s private firms find some relief
overseas in Africa’s large markets and relatively less intense market compe-
tition from local firms’ (Gu 2009: 572). Thus, Chinese firms are pushed
to move to Africa by the disadvantages they increasingly face at home,
rather than simply being pulled in by market opportunities. In fact, similar

9 Interview with a manager from Sinoma Cement Co., Ltd., Lusaka, 9 May 2019.

10 Interview with Mr. Hou, Lusaka, 1 May 2019.
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to Child and Rodrigues (2005), we argue it is not competitive advan-
tages but competitive disadvantages—in the form of domestic constraints
and pressures—that have been driving the recent internationalisation of
Chinese firms in Africa. Indeed, many of our interviewees highlighted
intense competition within the Chinese market as a driving force behind
their decision to invest in Zambia or Angola.

Due to intense competition in China’s domestic market for raw
material production, coupled with overcapacity, many Chinese-owned
industrial raw material production plants have been established in Africa.
During our fieldwork, we identified over ten such plants in Zambia and
Angola, which are amongst the largest in the two countries. For example,
the state-owned China National Building Material Group has established
the Zambia Industrial Park in Zambia, where it operates four produc-
tion lines capable of producing 2500 tons of clinker cement per day,
as well as 200,000 cubic metres of concrete, 700,000 tons of aggregate
and 60 million sintered bricks per year (State-owned Assets Supervision
and Administration Commission of the State Council 2020). Another
noteworthy competitor is the privately owned steel production company,
Good Time Steel, which accounts for more than half of Zambia’s steel
production. In Angola, we also observed the presence of Chinese steel
companies such as Sanyuan Steel.

Another often neglected push factor relates to soft power and is not
entirely consistent with market logic. In the agricultural sector, invest-
ments made by Chinese SOEs are often part of a mission to improve
China’s national image, enhance its soft power and strengthen relation-
ships with African countries (also see: Brautigam 2015; Zhou 2015).
African leaders consider agriculture an area of the utmost importance
(Wu 2006), which is why we can observe Chinese SOEs participating
in agricultural cooperation in Zambia and Angola despite the expected
profits failing to materialise. According to the manager of the state-owned
China—Zambia Friendship Farm, the farm has no plans to export food to
China. Here, the investment made by China is not driven by domestic
food demand or the so-called ‘Chinese strategy for food security’, but
by China’s desire to maintain a positive image in developing countries.
The manager, who indicated the farm had been loss-making from the
beginning, stated that:
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Agricultural investment (especially in Africa) may not always yield a prof-
itable outcome due to various challenges. Yet, we continue to be active
in Zambia. There is historical reason, but the key reason is that our
company is a state-owned enterprise. So in this sense, we are distinct from
private companies — they only care about profit, but we shoulder social
responsibilities and we are the symbol of China—Zambia friendships.!!

PurL FacTORS

On the ‘pull’ side, Chinese investors have been drawn by Africa’s abun-
dance of natural resources, the large population size and market potential.
Reflecting this, our fieldwork suggests that abundant local resources and
growing markets have been important factors pulling Chinese investment
into Zambia and Angola.

Previous studies have indicated that the primary motive for Chinese
companies entering the African market is gaining access to natural
resources. Zambia and Angola, in particular, offer rich resources such
as copper, cobalt and oil, making them highly attractive to Chinese
investors. Chinese companies have already invested heavily in Zambia’s
mining sector, with China Nonferrous Metals Mining Group—purchased
through an international bid in 1998—the largest and oldest Chinese-
owned mine in the country. By 2017, it had received investments totalling
US$ 160 billion to exploit 5 million tons of copper and 120,000 tons of
cobalt.

Market potential is also an attractive pull factor. Our fieldwork suggests
Chinese investors are attracted by growing consumer demand in Angola
and Zambia, as well as their neighbouring countries. Despite being a
landlocked country, Zambia adjoins eight other countries, making it an
ideal hub for businesses looking to expand their reach in the region. For
example, an investor in a mushroom-growing business explained that one
of the reasons they had chosen Zambia as a site for the business was
its location as an overland hub, which makes it easier to export mush-
rooms to other countries in the region and beyond.!? Angola, meanwhile,

1 Interview with the manager of China~Zambia Friendship Farm, Lusaka, 2 May 2019.

12 Interview with Mr. Yao, managing director of Jihai Agriculture Investment and
Development Group, Lusaka, 29 April 2019.
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boasts a large and rapidly growing market, with Chinese investors indi-
cating that the country’s substantial population of over 25 million people
made it an attractive destination. In Luanda, we visited a new energy
plant that specialises in producing rechargeable batteries. The factory was
experiencing a surge in demand, both domestically and in neighbouring
countries such as the Democratic Republic of Congo and Zambia, and
had plans to ramp up its daily output from 1000 to 4500 units.'?

A further pull factor is the availability of cheap labour. Our fieldwork
revealed that a significant number of Chinese investors opt to invest in
the manufacturing sector, with their primary motive for opening factories
in Zambia and Angola being the low-cost labour force available in these
countries. This has enabled them to manufacture goods at significantly
lower costs compared to their home country.

Another pull factor when it comes to Zambia is its stable political envi-
ronment, with the country recognised as the fourth most peaceful country
in Africa, behind only Mauritius, Botswana and Ghana (Lusaka Times
2020). This stability represents a key advantage compared to other coun-
tries in the region, such as Angola, where political risks and crime rates
are higher.'* During our fieldwork in Zambia, we spoke with Mr. An and
Mr. Wang, both of whom had previously conducted business in Angola
and Nigeria but had since relocated to Zambia. They noted that one of
the main reasons for this move was their belief that Zambia was safer
and more peaceful than these other countries. The Managing Director of
Bank of China in Zambia also attested to the country’s relatively stable
political environment and its conduciveness to foreign investors. >

In sum, Chinese investment in Zambia and Angola is motivated
by both ‘push’ and ‘pull’ factors, with political and economic condi-
tions in China and the host countries playing a significant role. China’s
economic environment—which includes rising wages, intense competi-
tion in domestic markets and stricter environmental regulations—as well
as the host governments’ policies and resources have all contributed to
the above-mentioned factors.

13 Interview with a manager, Luanda, May 2019.

14 Chinese in Angola are more concerned about safety and security issues than Chinese
in Zambia due to the higher crime rate in Angola (Li 2022).

15 Interview with the managing director of Bank of China Zambia limited, Lusaka, 4
May 2019.
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STRATEGIES

Chinese companies operating in Zambia and Angola have over recent
years formulated investment strategies that enable them to adapt more
effectively to the local business environment. This section highlights some
of these essential strategies.

The first strategy is centred around producing products customised
to meet local demand. As previously mentioned, market potential is a
crucial pull factor drawing Chinese companies to invest in Zambia and
Angola. In order to capitalise on localised consumer demand, Chinese
investors prioritise localised production when expanding their foothold in
the African consumer market. A notable example is provided by Guangde
International Group LDA’s subsidiary, Fabrica dos Colchdes, in Angola.
Fabrica dos Colchoes owns the only mattress factory in Angola, with an
annual production capacity of 120,000 sheets. According to the CEO,
the company’s market share is currently 60 per cent, and it often reaches
zero stock due to high demand. Guangde pursued a similar strategy
in investing in battery production, catering to both Angola and other
countries in Southern Africa. According to its senior manager, these
investments were made after thorough market research.

The second strategy employed by various Chinese companies in
Zambia and Angola involves tailoring their investment to available local
resources. For instance, both African countries possess abundant natural
resources that can be utilised in furniture production, including abun-
dant supplies of teak, rosewood, mahogany, ebony, oak and walnut.
These can be used to make unique, quality furniture that will appeal to
local, regional and international markets. Reflective of this, we discov-
ered during fieldwork that the biggest furniture-making companies in
both countries—CNC Furniture Company in Zambia and Yewhing in
Angola—are wholly Chinese-owned.

The third strategy involves adaptation, with many of the Chinese
companies we interviewed putting in place measures to adjust to the host
country’s changing economic circumstances. This is particularly evident
in the case of Angola. For example, the initial focus of Lucky Man
Angola Developmento—established in Angola in 2003—was infrastruc-
tural building. However, since Angola entered a financial crisis in 2015,
the group has attempted to transform its development strategy. In 2016,
the group identified a 100,000 hectare site for an agricultural project,
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then, the following year, invested over US$ 28 million to establish Ango-
la’s first fully automated cassava flour processing line. According to the
group’s senior manager, the decision to shift focus to agriculture was a
strategic move:

We observed that the ‘oil-for-infrastructure’ project can not be a long-
term solution. During 2014-2015, we also observed the financial crisis in
the country. To better survive in the Angolan market, we realised that we
must adapt to the new environment. Our management team then decided
to explore other options, and we saw that agriculture had great potential.
However, we are aware that in this sector, patience is necessary to turn a
profit.10

The manager’s explanation resonates with Lee’s (2018) research on
Chinese engagement in Zambia’s copper and construction industries.
Lee argues that state-owned Chinese firms are characterised by ‘profit
optimisation’; which entails satisfying multiple interests simultaneously.
These interests include China’s natural resource security and expanding
the country’s political influence in Africa, as well as profit-making and
market expansion. This is in contrast to global private capital, where
‘profit maximisation’ is typically the sole objective.

INTERACTION WITH LOCAL SUPPLIERS

Previous research has identified various reasons potentially contributing
to a low level of linkages between foreign investors and local suppliers.
These include the poor quality and high costs of local suppliers, scarcity
of local products, lack of a local network of specialised suppliers, cultural
and language barriers between investors and suppliers and lower capacity
and skill levels of host country suppliers (Wang and Zadek 2016; Tang
2019, 2021; Li et al. 2022). Our fieldwork observations and interviews
in Zambia and Angola corroborate these findings. For instance, a Chinese
investor who had been living in Zambia for two decades and is involved
in producing mattresses informed us that she wished to purchase bed
covers and a specific type of plastic bag from Zambia. Despite an extensive
search, however, she had been unable to locate a local supplier capable of

16 Interview with a senior manager, Luanda, 2019.
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producing these items, forcing her company to import them from China
instead.!”

Previous studies also indicate that investor nationality can significantly
influence the extent of linkage formation and spillover effects (Javorcik
and Spatareanu 2011; Monastiriotis 2014). Here, our research indicates
that, for a number of reasons, Chinese nationality is a crucial factor driving
the limited interactions between investors and local firms in Zambia and
Angola, indicating the potential for greater spillover effects.

Firstly, the choice of supplier made by Chinese investors is not merely
an economic or business decision, but a nuanced choice that takes into
consideration guanxi or longer-term benefits, as well as ease of doing
business. Many of our interviewees explained that the Chinese commu-
nity in Zambia and Angola is more or less an ‘acquaintance society’, where
Chinese businesspeople know and support each other (Li et al. 2022).
Hometown associations, along with other business and commerce associ-
ations, reveal the strong diaspora networks present within this ‘acquain-
tance society’ (Li and Shi 2020). When asked why Chinese suppliers were
preferred over local ones (if there was a choice), interviewees would often
explain that the Chinese suppliers were their lnoxiang (¥% , someone
from the same hometown), Chinese friends whom they drink with or
recommended by someone influential from a specific hometown associa-
tion. The consensus amongst many of our Chinese interviewees was that
overseas Chinese should ‘take good care of each other and support each
other’. As the managing director of a mineral water factory explained: ‘If
all the suppliers (be it Zambian, white or Chinese) provide similar price,
why don’t we choose a Chinese who we have already known and do them
a favour?”.18

Secondly, there is a relatively low level of trust between Chinese
investors and local suppliers. Knack and Keefer (1997) have discussed the
significance of trust in situations where goods and services are exchanged
for payment. Many of the Chinese investors with whom we spoke,
however, expressed mistrust in local suppliers and/or their products. In
Angola, for instance, Chinese investors generally consider products made

17 Interview with Ms. Zhai, Lusaka, 2019, 2 May 2019.

18 Interview with Mr. Yu, managing director of Deep Foods Zambia Limited, Lusaka,
5 May 2019.
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in Portugal to be of higher quality than those produced locally. Simi-
larly, a manager of an agricultural company revealed he had more faith
in chemicals from South Africa or the Netherlands than those made
in Zambia. Additionally, several Chinese investors complained that their
local suppliers did not deliver products on time.

Thirdly, some Chinese investors prefer Chinese suppliers due to
the ease and efficiency of communication, with my previous study
highlighting the significance of Chinese digital platforms and commu-
nication tools, particularly WeChat groups (Li 2022). This creates
an uneven playing field, as local suppliers are excluded from these
Chinese migrant/entreprencur-only groups. Additionally, online enclaves
are created amongst Chinese migrants, hindering linkage formation and
interactions with local suppliers and wider local society (see Li 2022 and
Li et al. 2022).

Finally, some Chinese companies, particularly those operating in
multiple sectors, tend towards producing their own materials when they
become strong enough. For example, in Zambia, we spoke with an
investor whose business involves geo-tech services, project contracting,
mining development, international trade and integrated services. In addi-
tion, the company is certified Class A in construction, housing and
road earthworks by the Zambia Construction Committee. The investor
explained that his company is capable of producing diesel oil, stones and
other materials, allowing them to produce goods for their own use at
significantly lower cost. The investor—also the managing director of the
company—explained:

The Chinese value self-reliance, and this principle can be applied to our
operations as well. We have experienced significant losses in the past due
to the unreliability of some of our local suppliers. Therefore, rather than
depending on them, we should strive to rely on our own capabilities. To
achieve this, we have taken steps to produce more materials to reduce our
dependence on local suppliers.!?

19 Interview with the (former) managing director of Sinomine International Engi-
neering, 30 April 2019.
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DiscussioN AND CONCLUSION

Having implemented a ‘going out’ policy in the early 2000s, numerous
Chinese companies invested in Africa, going on to operate across the
continent. Despite previous criticism that Chinese firms import labour
from China, we found that these companies have become highly localised
in Zambia, with over 90 per cent of jobs going to local workers. More-
over, none of the firms we interviewed confirmed the commonly held
belief that Chinese firms prefer to hire their own nationals. In fact, we
found that Chinese staff rarely exceed 10 per cent of the total work-
force, a ratio that has continued to fall over recent years. These findings
are consistent with other studies (see Sautman and Hairong 2009; Oya
and Schaefer 2019). Many firms have even stated their desire to ‘fire as
many Chinese workers as possible and replace them with locals’,>? due
to salaries for Chinese employees working overseas being much higher
than those for local workers. It should be noted, however, that manage-
rial and highly technical positions are still primarily held by Chinese
workers. Nevertheless, during our research we did observe that some
Chinese companies had made progress in hiring more local staff for these
positions.

The investors we interviewed also emphasised their commitment to
staying in Africa, for better or worse. Whilst a number of Chinese compa-
nies in the construction and trade sector have pulled out of Zambia and
Angola in recent years due to their susceptibility to economic fluctuations,
most Chinese investors in the agriculture /mining/manufacturing sectors
have chosen to remain. Particularly noteworthy is that all the companies
we spoke to in the two countries expressed no plans to leave despite wors-
ening economic conditions, exacerbated by the COVID-19 pandemic and
mounting debt pressures.

Although the profiles, motivations and strategies of Chinese invest-
ments in Zambia and Angola bear several similarities, there are also
discernible differences. Compared to Zambia, the Chinese business sector
in Angola has stronger ‘enclave’ characteristics. The majority of Chinese
companies in Angola are located along the highway near Cidade Da
China, the biggest Chinese trading centre (referred to by the Chinese
as ‘China town’) in Angola. These Chinese companies simultaneously

20 Interviews with multiple Chinese managers in Zambia and Angola, April and May
2019.
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compete and cooperate with each other in the same supply chain—both
horizontally and vertically. Selection of the site was also influenced by
safety and security concerns in light of Luanda’s high crime rates and
social disorder. By contrast, the Chinese business sector in Zambia is
more dispersed, with companies operating in various sectors and loca-
tions across the country. Whilst there are some clusters, they are not as
concentrated as in Angola.

It is important to note that despite the lengthening duration of
Chinese investment, there has not been a corresponding increase in link-
ages with local suppliers (the main focus of this book’s analysis). Chinese
companies mostly source basic products or materials from local firms (e.g.,
wood, stone, clay), which can be characterised as low technology inten-
sity. In many cases, other basic products, such as glue and plastic covers,
have to be imported from China, South Africa or Europe. This is not to
say that Chinese investments lack potential in terms of generating more
positive market spillover effects. In fact, we found that Chinese invest-
ments may be able to create new markets for local business. For example,
Zambia Sugar Plc, Zambia’s largest sugar manufacturing company, had
never sold bagasse (sugarcane pulp) until Chinese firm Jihai Agriculture
approached the company.

The outstanding question is whether and how the Zambian and
Angolan governments, along with their respective industrial policies,
can play a more significant role in promoting linkages and facilitating
spillovers. For instance, the Angolan government has established an
impressive set of regulations, which includes a local content policy—
referred to as ‘Angolanisation’ in the oil industry since 1957. As Teka
(2011) and Corkin (2012) note, however, implementation of the policy
has failed to achieve its intended objectives. If African economies are to
fully reap the benefits of the Chinese presence in the continent, then
policy implementation and the ability to create fundamental structural
changes—rather than the capacity of state elites to control the negoti-
ating process—should be treated as being at the core of African agency
(Kragelund and Carmody 2016; de Carvalho et al. 2022).

21 According to Mr. Wang, a senior manager of Jihai Agriculture, Zambia Sugar Plc
initially refused to sell bagasse as the company as its managers were unsure how much
they should sell and what the appropriate price might be. Interview with Jihai’s manager
Mr. Wang, Lusaka, 29 April 2019.
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