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Introduction
Foreign direct investment (FDI) has expanded over the years in terms of international capital and products transfer. Firms use FDI as an expansion strategy in international markets with various motives including cost-cutting, stiff competition in the local market, and as a response strategy to competitors that expands internationally. FDI does not only benefit a firm but also impacts significantly to the economic growth of a host country according to various studies (Sermcheep, 2017). Traditionally, FDI was considered to involve capital movement from developed countries to developing countries. However, FDI has been viewed differently to also involve capital movement from developing to developed countries, and from developing to developing countries such as the case of China, a developing country to Africa which comprises of developing countries (Sermcheep, 2017). This article addresses the recent trends in FDI, explains the economic and geopolitical factors that influence outward foreign direct investment (OFDI) from China to Africa. 
Recent Trends in Foreign Direct Investment
FDI by multinational corporations was traditionally viewed with suspicion or rather an outright hostility. These firms were regarded as instruments of neo-colonialism or icons of undesirable business conduct (Sermcheep, 2017). However, FDI has been considered to impact significantly to a country’s economy as well as a successful expansion strategy to firms. FDI trend has recently shown some patterns such as a slump in global FDI, and shift on global distribution of FDI. 


Global FDI Slump 
The level of international private investment has declined since the financial crisis that occurred in the year 2008 (Sauvant and Nolan, 2015). Despite the monetary measures that have implemented in various economy globally, the global economic performance has remained low. This is attributable to geopolitical conflicts on various multiple fronts as well as indicators of economic fragility particularly in developing markets (Sauvant and Nolan, 2015). This has eroded investors’ confidence in undertaking FDI significantly resulting in a general slump in global FDI. 
Shifts in the Global Distribution of FDI 
FDI has facilitated an avenue to emerging economies in the recent years. However, FDI patterns have shifted significantly. For instance, the inflows to non-OECD have exceeded the inflows to OECD countries. In, the year 2007, when FDI was at peak OECD nations inflows averaged 70% of all the FDI inflows (Gestrin, 2016). However, in the year 2012, this rate dropped to 40% and became overtaken by non-OECD nations FDI inflows (60%) as stated by Gestrin (2016). 
Besides the shifts in FDI inflows, outflows from non-OECD economies have increased significantly (Bano and Tabbada, 2015). For instance, in the year 2007, OECD outflows averaged 90% of the total global outflows. However, by the year 2014, the outflows declined to 66% (Gestrin, 2016). However, outflows from non-OECD quadrupled between the same periods. A specific example of a non-OECD country is China which accounted for about 20% of the emerging markets FDI outflows over the same period as argued by Gestrin (2016). 

Factors that Drive Outwards Foreign Direct Investment (OFDI) From China to Africa
China is one of the major players globally in FDI market. This is attributable to a significant component of outward FDI to various economies including in Africa. For instance, the country’s outward FDI increased from US$7 billion to US$116 billion from the year 2001 to the year 2014 (Gestrin, 2016). There are various factors that drive China’s OFDI to Africa. The motivating factors lie with the constraints in the domestic market. The factors include China’s government support, increased labor costs in China, increasing local competition, investment promotion and acquisition of brand advantage. 
China’s Government Support for FDI
In the year 2000, the government of China launched a “go global” strategy that was aimed at encouraging OFDI in various parts of the world (Lian and Ma, 2011). The strategy involves governments’ agreement on trade between China and host countries. The collaboration in trade agreements removes trade barriers for Chinese private investors and thus, the investors benefit from low costs of operations in countries such as in Africa’s countries which are emerging economies (Sauvant and Nolan, 2015). This is a push strategy that encourages private investors to invest in foreign markets. 
Government support has a significant impact on promoting OFDI in the private sector. This is achieved through government treaties with other governments to incentivize investment between the trading countries (Sauvant and Nolan, 2015). for instance, governments negotiate on matters concerning double taxation, tariffs, employment issues among others. Africa being an emerging economy encourages FDI for economic development (Claassen, Loots and Bezuidenhout, 2011). FDI solves economic challenges such as unemployment, technological challenges among other benefits. 
Increased Costs of Production in China
One of the basic reasons of FDI is the maximization of profit and maximization of shareholders wealth. this is only possible through implementing cost reduction strategies such as the cost of production. FDI enables private investors to obtain a sustainable supply of factors of productions such as cheap labor and land (Sauvant and Nolan, 2015). Besides, FDI reduces the cost of transportation since a plant is established within the proximity of the target market. China’s OFDI is driven by the need to cut the cost of production. For instance, the cost of labor in China has been on an increasing trend and this pressures investors to engage in FDI (Lian and Ma, 2011). China’s average wage amounted to 56339 Yuan in the year 2014 which was higher than that of the year 2013 by 7.1% (Gestrin, 2016). Thus, companies are motivated to venture into African economies that have relatively cost of production and proximity of the target customers for the products and services. 
Stiff Competition and Saturated Local Market 
Market saturation drives investors to engage in FDI with an objective of establishing less competitive markets (Banga, n.d.). Market saturation lowers the demand and limits a firms potential in production and sale of its products or services. China’s market is highly competitive and saturated (Sauvant and Nolan, 2015). Therefore, companies expand internationally to diversify their market share and profitability through FDI in Africa. 

Promoting Brand Advantage
Brand advantage plays a crucial role in promoting services and products of a company. Brand recognition attracts high demand from different geographical regions. Apart from investing in Africa, China’s firm also carries out FDI as a strategy of promoting brand advantage and influencing demand for their products and services in other parts of the globe as argued by (Sermcheep, 2017). 
Investment Promotion 
Trade restrictions in global markets have an influence on the OFDI of China (Sauvant and Nolan, 2015). Most developed countries have trade barriers that restrict FDI from other countries particularly from the emerging economies. Most specifically, the restrictions are usually based on specifications, quality, quarantine range, sanitation which restricts the flow of capital from China (Sauvant and Nolan, 2015). However, African countries have fewer restrictions and attract China’s investors to explore potential opportunities in the continent. 
Firm-Level Competitive Advantages in Emerging Countries
Firm-level competitive advantages are better explained by OLI Eclectic paradigm, the approach introduced by John Dunning. OLI is an abbreviation of ownership, location and internalization advantages (He and Fallon, 2018). A firm’s specific competitive advantage, therefore, originates from its ownership, location and internalization advantages. Firms engage in FDI when they own managerial skills, technology and know-how and organizational capabilities. These factors give the firms competitive advantages over the companies operating in a foreign market. Prior to entering a foreign market, a company analyzes a foreign market and makes an investment decision based on the specific advantages that can reap benefits for the firm (He and Fallon, 2018). Location-specific advantages include larger markets, access to natural resources, affordable inputs such as cheap labor among other considerations. Companies in developing countries ownership advantages include lower expatriate and overhead costs, suitable technologies that can modify foreign markets technologies to suit preferences and tastes.
Resource endowment plays a crucial role in competitively positioning a firm in both the local and international markets (Sethi et al., 2003).  Resources of a firm include, managerial skills, strong financial status, possession of key resources among others. The Uppsala model better explains the key competitive advantages of firms that facilitate gradual internalization into the foreign markets (He and Fallon, 2018).  A key consideration is the profitability of a company in the local market which motivates the companies to diversify its investments in foreign markets (Banga, n.d.). Financial stability enables an organization to obtain key talents in the labor market, necessary assets such as land, as well as meeting other requirements in FDI. Therefore factors of production endowment among firms in developing countries such as China places them at a competitive advantage in engaging in FDI. 
Innovation and technology have become a key competitive advantage to firms in emerging countries and contributes significantly to the need to invest in the foreign markets in form of FDI. A firm’s technological superiority gives a competitive advantage over the players in a market and such firm expands internationally to increase its market share in other countries (Sauvant and Nolan, 2015). a firm can possess a unique technology that cannot be easily imitated and thus, it enjoys a competitive advantage over the rest in the market and industry it operates (Lian and Ma, 2011). For instance, China has a variety of technology companies such as Huawei. The company has control of such technology which lacks in other parts of emerging economies. Therefore, Huawei has a competitive advantage over other companies in the emerging economies due to such factor endowment in technology. 
Familiarity with the foreign markets among firms in emerging markets is also considered an advantage (Sauvant and Nolan, 2015). Developing and emerging economies poses some similarity in terms of the cultural and ethnic environment, bureaucratic inefficiency social-economic root, and infrastructural conditions among other factors. Besides, firms in developing countries engage in FDI to other emerging economies such as Chinese firms since they are considered less threatening relative to their counterparts in developed economies. 
Competitive advantages enable organizations to cut costs significantly relative to other players in a market or an industry (He and Fallon, 2018). Therefore, a company benefits from cost leadership strategy and develops more products and services with lesser input. For instance, key knowledge in development among employees facilitates optimal output from such employees and consequently results in increased production. 
Outward Investment Motivations of Firms from China
Outward investment from China has increased significantly over the years starting from the year 2000 (Lian and Ma, 2011). This is attributable to the country’s need for liberalization. Before the year 2000, China operated in a closed economy (Lian and Ma, 2011). However, globalization and increased global competition influenced the country to join other countries in trade liberalization. Therefore, China’s government initiated a liberalization journey to take advantages of open economies with free movement of capital goods and services beyond national borders (He and Fallon, 2018). Globalization and liberalization of trade in China have given an opportunity to the Chinese firms to expand internationally. However, firms are motivated by various conditions which can be classified factor conditions, demand conditions, and supporting conditions. 
Factor Conditions 
Factor conditions include the natural resource seeking, cheap labor, and strategic asset seeking (Sethi et al., 2003). Chinese firms are motivated to engage in FDI due to natural resources such as oil, minerals and natural gas. Natural resource endowment of a country motivates the Chinese firms to establish FDI in foreign markets for easier access as a cost-cutting strategy. Further, cost of labor in China has been increasing over time and thus, Chinese firms are motivated to venture into foreign investments where labor is relatively cheap (Lian and Ma, 2011). The Chinese firms are also motivated to engage in FDI due to the need of gaining from strategic assets such as marketing skills, distribution channels, and technology management skills, especially in the developed economies. A firm is motivated to invest in Africa to mutually benefit from the factors of production to the home and host country. 
Demand Conditions 
Demand conditions that motivate the Chinese firms to engage in the foreign investment include seeking a market and learning about a market (Banga, n.d.). Companies invest abroad as a strategy to promote export sales. Besides, they engage in foreign trade to diversify risks associated with focusing on a single market. Also, market saturation in the country motivates the Chinese firms to the international market for their products and services. Porter’s (1990) diamond model demonstrates that a firm or a country’s competitiveness is not only determined by a market size but it is also determined by market sophistication. Despite the fact that China’s market is large; its sophistication is relatively low relative to other advanced countries (Sauvant and Nolan, 2015). Therefore, the Chinese firms expand internationally to seek for sophisticated markets that facilitate learning and enhance their competitiveness in developed countries. 
Supporting Conditions 
The supporting conditions such as infrastructure, network relations and regulations motivate the Chinese firms to invest internationally. Approximately 70% of the Chinese FDI is in Asian countries (Gestrin, 2016). this attributable to the similarity in cultures with Asian markets and thus, the similarity reduces the commercial risk of investing in these countries. Thus, cultural proximity motivates the firms to expand internationally especially in Asian countries. infrastructural development is another motivating factor for international expansion. Poor infrastructural development in China motivates firms to seek better infrastructural developed market overseas (Lian and Ma, 2011). Developed infrastructure reduces the cost of operations and significantly impacts positively on the profitability of the firms. African countries require foreign investments to trigger economic growth. Therefore, they incentivize FDI to attract foreign investors such as from China. 
Impact of Local and Host Country Institutions on OFDI
Institutions are considered to have a significant impact on the outflow and inflow of FDI to either the home or a host country (Bbale and Nnyanzi, 2016). Variables that have attracted attention regarding institutions include includes corruption, government stability, and bureaucracy. These factors define the quality of the institution and have an impact on FDI. Corruption within governments’ institutions is perceived differently by various researchers (Bbale and Nnyanzi, 2016). For instance, a corrupt institution can be perceived negatively by increasing costs to a firm by paying bribes. However, corruption gives an avenue for substandard products entry to foreign markets. In the developed countries that seek to meet international standards and quality of services and products, corruption is perceived as a social evil and is not encouraged. Thus, in these countries lack of corruption is a positive attribute of an institution and thus, it encourages companies to engage in fair business practices and thus, influences FDI positively (Sermcheep, 2017). However, in developing countries such as African countries and China where corruption is high; some companies perceive the act a necessary condition for conducting business (Bbale and Nnyanzi, 2016). Corruption is considered important to foster FDI. Therefore, companies are given the right to engage in FDI regardless of their social impact. 
The stability of both the host and home country also impacts on the flow of investment. Government stability of the host country encourages FDI inflows while the stability of a home country facilitates the smooth outward flow of FDI (Bbale and Nnyanzi, 2016). However, government instability such as civil wars deters the smooth flow of FDI to either the host or home country. Government stability is manifested in various ways. It is the role of government to establish the appropriate policies in influencing economic growth. Thus, governments develop effective strategies that trigger the economic growth such as influencing the level of interest rate and other macroeconomic variables. Consistency in policy implementation determines a country ability to respond to various economic conditions. Therefore, the quality of government stability influences there flows of investments since investors consider a lot of actors before making investment decisions. Besides, a government readiness and will to fight terrorism also impact on FDI flows. 
Bureaucratic and red tapes also influence the flow of FDI (Bbale and Nnyanzi, 2016). Developing countries besides being considered as being corrupt are considered to have bureaucratic systems that impact significantly on the flow of investments. Bureaucratic systems are not only costly to investors but also involve a considerable time wastage discouraging the investment flows. FDI requires a series of certification and thus, bureaucratic practices delay the process and consequently affect FDI. Bureaucratic inefficiencies in a home country also impact on the free movement of products to the host country. Therefore, investors shun from countries with such practices and consequently reduce the level of investment flows in to or out of a country. 
Conclusion
OFDI in China to Africa has significantly increased over the recent past. This attributable to both pull and push forces in Africa and China. The push forces in China such as market saturation, increasing labor costs, government support for liberation among other factors has contributed considerably to OFDI. The pull forces in African economies such as the need for the new market, lower cost of production, competitive advantages over African firms have motivated Chinese firm in venturing into African economies. FDIs are more successful to countries with a higher degree of similarity concerning their social-cultural background. Besides, the similarities in institutions play a major role in fostering FDI. Like in most African economies, Chinese institutions are considered to be corrupt, bureaucratic and do not put emphasis on the standard and quality issues like the developed countries thus, an increase in China’s OFDI to the African countries.
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