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Abstract

This study researches the relationship between the amount of foreign direct investment comes from China into Equatorial Guinea and the amount of oil & gas exports from Equatorial Guinea to China. As Equatorial Guinea has a wealth of energy resources, such as crude oil, natural gas, coal, tar sand, biomass, solar energy, tidal and wind power generation, and large hydropower. The Equatorial Guinea offers an important opportunity for foreign companies to expand their business, and the oil & gas industry remains one of the country’s most profitable investment opportunities, which China is a country with demand of investment in natural resources. 

A qualitative method including 11 years of FDI going to Equatorial Guinea market, 20 years of oil and 5 years of gas going to China market. Data were collected through three main international annual report such as: EPS (Earnings Per-Share Data), OEC (The Observatory of Economic Complexity Database), and CIA World Fact Book. The empirical findings were designed based on Creswell’s data analysis method approach, Porter National Diamond framework focused on the factors conditions of a country economic. The data was being analyzed by using Microsoft Office 2016 VL ProPlus, showing clear image of data collected by creating charts in relations with the amount of foreign direct investment and oil & gas trends by both countries. 
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1. [bookmark: _Toc515602200]Introduction
1.1 [bookmark: _Toc515602201]Background

In 1970, China started to open its economy to FDI and has been the largest recipient of FDI among developing countries since 1990s. While the country started to distributed its trade to different regions, Africa is one of China’s important partners for trade and economic cooperation. Trade between China and Africa increased from &100 million in 2000 to almost $400 million in 2005 and reached more than $1 billion in 2006 (Zafar, 2006). 

China has become the third largest trading partner of Africa, following the United States and France. The Chinese Government encourage outward FDI in certain industries in the industrial and agricultural sectors in Africa, and currently the main mode of entry is equity joint ventures. A significant share of Chinese investment in the services sector in Africa has been in construction, which has boosted the Chinese FDI in recent years, increasingly targeted natural resources in Africa, such as oil & gas. 

The driving force behind Chinese FDI in Africa has been growing domestic demand for raw materials (UNCTAD, 2006). Chinese companies number more than 700, and operate in 48 African countries and employ close to 800.000 Chinese workers. The lack of precise sector by sector data prevents a more comprehensive understanding of the economic, distributional, and employment effects of Chinese FDI. Also, since rising wages in China are making it more difficult to find Chinese workers for expatriate jobs, this may mean that Chinese firms will start hiring more African workers, given the surplus labor on the continent. 
  
Equatorial Guinea, a small country located in the West coast of Sub-Saharan Africa, is the 118th largest export economy in the world (OEC, 2016). The country is also among the 34 African least developed countries that have the option of entering the EU (European Union) generalized system of preferences and has an observer status at the World Trade Organization. Since the discovery of the offshore oil deposits in the country from 1995, the country economy has increased and make a big differentiation by developing the economy into many sectors. Since the country is trying to maintain its economic standard, this had make many investors to put their eyes on the country natural resources and have shown great interest in the country oil & gas industry. By seeing changes in the country economic development, this has given the country many opportunities to open their doors to the international market, allowing the country to be in the stage of doing exports and imports of the main natural resources of the country.  

Equatorial Guinea is rich in natural resources, because of this precious wealth has resulted in the highest GDP per capita in all of Africa reached $20,581 in 2013 (World Bank, 2013), with 94% of FDI target the oil & gas sector, followed by forestry and fishing sector. The United States is the main investing country with 20% of FDI, followed by China with 18.1% and France with 12,6% (World Bank, 2015). Oil in the Gulf of Guinea is known for its excellent quality because the region’s oil is softer and its viscosity light and also provides high output for oil & gas. Also the country has join the Organization of Petroleum Exporting Countries (OPEC) in 2017 and become the 14th member of the organization; OPEC is the world’s largest organization of oil producers (World Oil, 2017). This has made Equatorial Guinea’s crude oil a large demand for China. 

Equatorial Guinea had proved oil reserves of 1.1 billion barrels (2017), the majority of these reserves are located offshore in the oil-rich Gulf of Guinea. Since 1995 in which oil production was 5.000 barrels per day, the country is currently producing over 227.000 barrels per day (2016), a dramatically increase over the years. The crude oil exports reached 278.000 barrels per day (2014), while the imports were zero. Almost all oil production is in the form of crude oil and lease condensates from natural gas production. The country only exports crude oil, while the refined petroleum products imports was 5.197 barrels per day (2014), which in 2015 the refined petroleum product consumption reached to 5.200 barrels per day (CIA World Fact Book, 2017).

In addition, Equatorial Guinea had proved gas reserves of 36.81 billion cubic feet (2017). The majority of these reserves are located in the Bioko Island, primarily in the Alba and Zafiro associated natural gas field. From 2001 were production was 1 billion cubic feet has been increasing to 6.2 billion cubic feet, as new projects came online. Domestic consumption went 1 billion cubic feet (2007) to 2.05 billion cubic feet, while the natural gas exports reached 5.01 cubic feet in 2015 (CIA World Fact Book, 2017).


However, the country was able to installed an electricity generating capacity of 334.000 Kw (2015), which electricity production amount to 425 million Kwh, while the consumption amount to 395.3 million kwh (CIA World Fact Book, 2017).

Therefore, China has focused on Equatorial Guinea and established diplomatic relations since 1970. Also, signed agreement on economy and technological cooperation, which both countries agreed for a bilateral trade cooperation in August 1996. The Chinese demand of oil to Equatorial Guinea started from 1997.  

As Chinese companies was penetrated in the country already since 1997, both countries started to doing business and started projects to be accomplish in the energy efficiency sector. China’s main companies in the energy sector was three:  the China Petrochemical Corporation (Sinopec), China National Petroleum Corporation (referred to as Petro-China), and China National Offshore Oil Corporation (CNOOC) as the representative of the three major petrochemical industry, which played a pivotal role to help the country reach its greater level of supply economic development. While the energy companies in Equatorial Guinea are: ExxonMobil, Hess, Marathon, which the nationals are GEPetrol and Sonagas.  

However, China country has maintained a great competition among domestic companies to have an international level view on how to go abroad, how to participate in international competition, to ensure that the domestic industry sustained and stable energy supply, as our Equatorial Guinea oil companies in urgent need to face and solve the problem. 

In addition, a construction projects signed between Equatorial Guinea and China from 2000 to 2011 to build the Bicomo Hydropower Station in 2001, the Djibloho (Jibu Lao) Hydropower Station in 2006, which was conducted with the participation of China National Machinery Industry Corporation with a total investment of $647 million dollars reached its level of completion in 2011 (China.AidData, 2017), the Bata Harbor improvement project in 2006, which investment was accounted to $2 billion dollars by China’s Exim Bank, loan that consists to repaid in oil, which must be equal to 30% of the outstanding stock of debt reached its level of completion, and the Bata-Niefang Highway rehabilitation in 2003, which investment was accounted to $6 million dollars and reached its level of completion in August 2013 (China.AidData, 2017). 

Therefore, the hydropower station has completed the annual average generating capacity of 965 million kw/h and will also make full use of the abundant water resources in the country, and ultimately achieve energy self-sufficiency and export of electricity to neighboring countries. The doubling of the total installed capacity in Equatorial Guinea has greatly improved the country’s chronic power shortage. 

The Chinese government’s “going out” policy, rolled out in 2001, encourages Chinese companies to invest abroad as part of a strategy to increase global recognition of Chinese firms. 
However, Equatorial Guinea economy is now in decline, which force the government to create a future plan of Horizonte-2020, that consists in two phases: the first phase will be to reduce oil production exports by 2020, which plan is to reduce the strong economy dependence on the oil sector, while the second phase is to focus on developing the country’s economy in the agricultural, fishing and telecommunication sectors. 

Recent agreements show that in further to solidifying economic and cooperative ties between the two countries, China and Equatorial Guinea agreed to strengthen the political relations of both countries, the financial and political support from China for the industrialization of Equatorial Guinea, these include the Ministry of Foreign Affairs and International Cooperation of Equatorial Guinea for mutual realization of diplomatic consultation (Globe-Newswire, 2015).  

              1.2 Significance of Study

The study will provide very useful information based on how the foreign direct investment is profitable for the country, as to measure the economic development base on the country export and imports on the field of oil and gas industry sector. Knowing the amount of investors, they should accept to develop the country economy. 

However, that will allow the country to know its current demand conditions, knowing the risks it should face and the strategies it should use to enter to a new market or to be sustained it once is in the market. 

This research was commenced to obtain relationship between China FDI and Oil & Gas     energy industry in Equatorial Guinea. For current China foreign direct investment and potential entrants into the international market, understanding dynamics between government regulations, oil and gas industry, the market conditions and investment perceptions. 
Finally, knowing if there is a good or bad relationship between both countries by doing trade.

[bookmark: _Toc515602202]1.3 Research Questions

1. How big is Chinese companies’ market share of the oil & gas exports from Equatorial Guinea, and what are the trends?
2. What the trends for Foreign Direct Investment (FDI) by China into Equatorial Guinea?
3. Is there a link between the amount of oil & gas exports going from Equatorial Guinea to China and the amount of FDI by China into Equatorial Guinea?


[bookmark: _Toc515602203]1.4 Limitations

Although, this study will be successfully carry out by the hypothesis that will prove the true evidence, it is important to note that there are several limitations, within the study. The principal limitation is the Chinese companies market share into Equatorial Guinea, the amount they invest in the country, and the amount of oil and gas they import from Equatorial Guinea.

Participants might not know how to define the strategies that should be carry on in the oil and gas industry, and correspondent agreements Chinese companies choose to invest in Equatorial Guinea, because it required a total interest of knowledge to understand the foreign direct investment figures and the oil and gas market conditions. 
 
[bookmark: _Toc515602204]1.5 Research Expectations 

· I expect to have some difficulties finding up-to-date and reliable statistical data from the Equatorial Guinean government sources. It is a developing country, which means that they might not have the well-developed systems or procedures for capturing macroeconomic data. 
· I also expect that it will be challenging to find data specific to the Oil & gas industry and FDI’s. 
· Some data might have to be estimated by the author
· Time-series of data might not stretch far into the past, and might not reach all the way to the present day. 


[bookmark: _Toc515602205]1.6 Hypothesis

· The research expects to find a link between the amounts of FDIs going into Equatorial Guinea and the amount of Oil & Gas sold to China. 
   
















2. [bookmark: _Toc515602206]Literature Review 
[bookmark: _Toc515602207]2.1 Guiding Theories
This paper had been written and analyzing through international competitive advantage theory, which will describe why Equatorial Guinea was able to produce oil and gas, and be recognized as best in the market for China demand in natural resources. Therefore, the theory will also determine if both countries are winning or losing from doing trade or whose benefits more from trade, and what are the key elements of domestic competitive conditions that if China is already success in the market to going global, it should do to sustain its standard situation in the market. 

[bookmark: _Toc515602208]  2.2 The Competitive Advantage Theory
This theory contributes to understanding the triumph of some nations in some markets (Porter, 1990). Which provides a sophisticated tool for analyzing competitiveness with all its implications and considers the competitiveness of a country as a function of four major categories:

[bookmark: _Toc514203069][bookmark: _Toc514204174][bookmark: _Toc515444712]Figure 2‑1: The Competitive Advantage of Nations


Source: (Porter, 1990) 


Factor conditions -- this represent the starting point necessary to enter in competition. This identifies the labor, land and capital as the factors of the production. These factors are divided by the followings: 

· Human resources – because of the oil dominated economy in Equatorial Guinea, the labor is identifying as the country hire more foreign workers with high skills to the sector, and these workers are paid with high salary. 

· Natural resources – the country oil and gas productivity is abundant and with good quality because of the palace is located, also has good accessibility for water. 

· Knowledge resources – the country is able to improve its technological skills, by creating and distributing goods & services. Also the government use the economy of the country to build universities and banks, therefore, the literacy is well distributed, which the majority of the population are able to read, write and improve their knowledge. 

· Capital resources -- the available capital of the country is good enough to finance the oil industry, which the GDP per capita was $34.900 estimated in 2017, what mean that according to the small size of population, the country economy should be share for each individual, where the gross national saving is 0.9% of the economy.  

· Infrastructure-- includes not only the transport systems, post, communications, payment system and the systems used to transfer money, but also different infrastructure elements that determine the attractiveness of a country regarding the quality of life and work conditions. 

Demand conditions --: in which Chinese firms will have to sale or buy the products that Equatorial Guinea market is demanded. 
· The structure of the domestic market, which determines the quality level of the goods.
· Severe domestic buyers with sophisticated needs.
· Anticipatory needs of the domestic buyers. 
In the case of a big country with big domestic market as China, the development is stimulated and investments for large-scaled production of the goods can be made, while in the case of a small country with reduced domestic market such as Equatorial Guinea, the only chance to reach a scale economy is to become international. 
Related and supporting industries -- occurs when an industry has a strong position on the international market. A country can become more competitive, if it has a more concentrated and specialized horizontal and vertical industry that can bring a plus of information, and innovation. 
Firm strategy, structure, and rivalry-- this influence the international competitiveness of a country by the way which the companies are organized and managed in, by the proposed objectives and applied strategies. Of course, there are differences among China and Equatorial Guinea regarding the instruction level, the objectives, the working style and the manager’s approaches. The goals and strategies depend on the form of ownership, the motivation of the owners and on the stimulation of the managers.

The domestic competition has, at least, the same importance as the international competition, the existence of many competing companies being favorable as the national companies become as strong as their foreign competitors. The adoption by the government of certain regulations that encourage the establishment of new companies determines the growth of the competition and thus contributes to maintaining the competitive advantage. 

These four major categories evolve closely with other two factors: the chance and the governmental policy.

The Chance -- the petroleum industries have the chance to identify the major changes on the international financial market, changes into the costs of production factors, political decisions of the foreign governments, and pure inventions. 


The Governmental Policy -- this is relating to the fact that a government can influence the local market by subventions, investments in education, regulating the domestic market, creating a competitive infrastructure for reducing the accessing costs of the factors. Government can limit of foreclose entry into industry with such controls licensing requirements and limits on access to raw materials. The government is also an important buyer for certain industries in order to create or improve the national competitive. 





3. [bookmark: _Toc515602209]Methodology

The study is carried out primarily using the information of the International Trade Database, the EPS (Earnings Per Share) Data, the CIA World Fact Book, and the OEC database as a method of the dominant and most important data collection. This will enable access to broader a deep information about the amount of foreign direct investment the country is receiving from China, and the amount of oil and gas energy industry sold to China, the trends of the businesses carried out, as well as to know the current position of the Chinese firm in Equatorial Guinea market. 

The researcher chooses a qualitative method, as its possesses favorable characteristics that best aid in obtaining information about the factors influencing the foreign direct investment, and the hydrocarbon sector, focused only in the oil and gas energy industry.
 
[bookmark: _Toc515602210]3.1 Data Collection

Data was collected from the statistics database mentioned above as a primary data, and merged with information through websites, and articles that will help to collect a specific data such as the years the bilateral countries started to doing business. 
The research questions were composed of three open-ended questions that will show the trends of each factor investment, such as: 
· The percentage of the foreign direct investment China have in Equatorial Guinea market and the amount of money invested into Equatorial Guinea since 2005-2015.
· The percentage of oil Chinese companies have into Equatorial Guinea market in each year since 1997-2016.
· The percentage of gas Chinese companies have into Equatorial Guinea market in each year since 2011-2015. 
· The amount of oil and gas Equatorial Guinea sold to China in each year since 1997-2016.  


[bookmark: _Toc515602211]3.2 Data Analysis

Discussion of the plan for analyzing the data might have several components. The process of data analysis involves making sense out of text and image data. It involves preparing the data for analysis, conducting different analyses, moving deeper and deeper into understanding the data, representing the data, and making an interpretation of the larger meaning of the data. Several generic processes might be stated in the proposal that convey a sense of the overall activities of qualitative data analysis. Such as the following drawn from my own thoughts (Creswell, 2008).

In addition, the data analysis process will be aided by use of Microsoft Excel to compute the results of the database. The Microsoft Excel is a compatible software that facilitates an analysis of textual and graphic data. Special stacks are designed to hold and organized data. 

Using Microsoft excel, the researcher can directly enter field data, including interview data, tag or code all or part of the source data so that chunks of data can be pulled out and then be reassembled in a new and illumination configuration. 

Explanatory results findings will be presented on the following chapter. 

[bookmark: _Toc515602212]3.3 Reliability and Validity

In this study, a reliability and validity of the data will be carried out and to prove to be true. 

Researcher as key instrument- data was collected by the researcher on its own, through examining the database used.
 
Researcher does not tend to use or rely on questionnaires or instruments developed by other researchers. 



[bookmark: _Toc515602213]3.4 Statistic Issues

· Equatorial Guinea data provision has serious shortcomings that significantly put obstacles to be under surveillance. 
· National accounts are constructed by the Bank of Central African States (BEAC) as part of the regular monetary programming exercise; the country currency is using among six countries. 
· Although the BEAC produce balance of payments data, they are in general not derived from records of current stocks or flows and are not fully consistent with other datasets.
· Statistics are largely constructed from estimates rather than actual financial and customs records, even though information on the hydrocarbons sector is available to some parts of the government. 
· Equatorial Guinea does not report fiscal data to STA (Surveillance and Target Acquisition) for publication in the IFS (International Financial Statistics), or the Government Finance Statistics Yearbook. 
· The latest year for which balance of payments are available is 1996.  
· There are two official sources of data on FDI from China: The Ministry of Commerce (MOFCOM), which provides data on an approval basis before 2002 and on a balance of payments (BOP) basis afterwards, and the State Administration of Foreign Exchange (SAFE), which provides data on BOP basis.
· Neither of these two agencies provide outward FDI data covering the financial sector. Reasons why data was taken from different statistics database. 
 





4. [bookmark: _Toc515602214]Empirical Findings

 In this section, the researcher presents the main information database of the three basic research questions. This information’s are finding out the Chinese and Equatorial Guinea foreign direct investment database, and oil & gas database. The researcher collected an overall of 20 years of Oil exports and 5 years of gas exports to China, and 11 years of foreign direct investment that Chinese firms has invested into Equatorial Guinea, the amount of oil & gas sold to China, the amount of foreign direct investment and the corresponding percentage of market share between both countries. 

4.1 [bookmark: _Toc515602215]FDI Definition

Foreign Direct Investment (FDI) is an investment in a business by an investor from another country for which foreign investor has control over the company purchased. The Organization of Economic Cooperation and Development (OECD) defines control as owing ten percent or more of the business. Business that make foreign direct investments are often called multinational corporations (MNCs) or multinational enterprises (MNEs). And MNE may make a direct investment by creating a new foreign enterprise, which is called greenfield investment, or by the acquisition of a foreign firm, called an acquisition or brownfield investment. 



[bookmark: _Toc515444713]	Figure 4‑1: Equatorial Guinea FDI Imports Origin, 2013 

                  Source: (CIA World Fact Book, 2013)

 The majority of foreign direct investment in Equatorial Guinea is concerns the oil sector. As shown in the pie chart above, we can see the leading import countries that make a partnership with the country (CIA World Fact Book, 2013). In 2013, the higher import investment country was Spain with a 19% of the market, followed by China 17%, France with a 9%, followed by Cameroon with a 7% of the market, and Italy with a 6%, in which Brazil got the lower market share with 5%. 


[bookmark: _Toc514206862][bookmark: _Toc515444485]      Table 4‑1: China FDI into Equatorial Guinea, 2015.
	FDI
flows
	
(In millions US$)
Unit: $ 10.000

	Year
	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	2014
	2015

	Out-ward
	635
	1019
	1282
	486
	2088
	2208
	1247
	13884
	2241
	3313
	-1304

	

	FDI stock
	
(In millions US$)
Unit: $ 10.000

	Year
	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	2014
	2015

	Out-ward
	1656
	3044
	4463
	4062
	6150
	8625
	9868
	40464
	26085
	20820
	23163


Source: (EPS Data, 2015)

The table above shows the foreign direct investment inflows of Equatorial Guinea invested by China, from 2005 with net inflow of $6350 million dollars to 2015 that show FDI net inflow of – $13040, which the negative inflow means the economy has lost its value from the non-residential investment, what caused a divestment to be greater than the investment; in other words, in 2014, China has invested $33130 million dollars in a project in Equatorial Guinea, a year later, the project hasn’t gone well and has lost money, so China decides to remove what is left of its investment, $-13040. 

However, the higher foreign direct investment was in 2012 with a net inflow of $138840 million dollars, a lower amount of $4860 million dollars invested in 2008. 

In addition, the inward foreign direct investment stock is the value of the capital and reserves in the economy attributable to a parent enterprise resident in a different economy; in other words, the quantity of money accumulated by China into Equatorial Guinea for future use in 2005 was $1650 million dollars, in which rose to 9%, continue growing over the years with $231630 million dollars in 2015, to arouse a maximum amount of $404640 million dollars in 2012. 
[bookmark: _Toc515444486]Table 4‑2: Chinese Companies & Projects into Equatorial Guinea, 2012
	Number of Chinese companies into Equatorial Guinea, 2012

	Year
	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012

	No*
	2
	3
	5
	4
	4
	3
	3
	2

	

	Number of Chinese projects into Equatorial Guinea, 2012

	Year
	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012

	No*
	-
	1
	1
	1
	-
	1
	-
	-


Source: (EPS Data, 2012)

Table 4-2 provides a summary of the numbers of Chinese companies into Equatorial Guinea along the years 2005 to 2012. These companies have varying amount from 2 to 5, as well as the table illustrates how the numbers of companies has increasing and decreasing as soon as the given project has been reached to its level of completion.  

In addition, the average amount of projects was 1 in the years 2006, 2007, 2008 and 2010, while some year’s data was not reported to the annual International Statistics or the Earnings Per Share. 

[bookmark: _Toc515444487]Table 4‑3: China FDI in Equatorial Guinea, 2009 
	FDI
	(In millions US$)
	Percentage

	Exports
	4371
	81.4%

	Imports
	4266
	-92.5%

	Total
	8637
	-85.5%


Source: (MOFCOM, 2009)

Data above collected shows the exports and imports of China foreign direct investment in Equatorial Guinea in a specific time period, (MOFCOM,2009).  The researcher interprets this data as a lower positive next export of 105 million dollars, in which the market share of exports was 81.4%, but got a negative impact market share of imports with -92.5%, therefore, a deficit in total market share cause an unexpected result in the market competition. 

[bookmark: _Toc515444624]          Chart 4‑1: Estimate of FDI in Equatorial Guinea, 2013

         Source: (CIA- World Fact Book, 2013)

Using an estimation of 100% of total partners (figure4-3) in 2013, we can see that Spain owns 26% of the market, while china foreign direct investment in Equatorial has increased 23% over the years, followed by United States with 15%, France 12%, Cameroon 10%, and Brazil with 6%. 



[bookmark: _Toc515444625]         Chart 4‑2: Equatorial Guinea FDI Trends by China, 2005-2015.

       Source: (EPS Data, 2015)

It has been more than 25 years since China began to open up and adopt market-oriented economic reforms. Its FDI outflows have grown significantly during the past decades. With a large amount of China’s dollars and the rapid expansion of the Chinese economy, strong growth in the country’s overseas investment, driven by various motives, will continue in the coming years. The country appears to become one of the world’s largest FDI sources in the not too distant future, stimulated by the Government’s “going global” policy. 

Chart 4-2 illustrates the amount of money China has invested into Equatorial Guinea from 2005 to 2015. In the early years of China’s economic transition to an open and market-based system, Chinese firms started with a small investment into Equatorial Guinea with an amount of $6350 million dollars in 2005, and outflows increased only slightly till 2007 with an amount of $12820 million dollars. In 2008, the four Chinese companies working in the country on a common project, in which the FDI net inflow suffered a decrease to $4860 million dollars. 

By the beginning of 2009, the numbers of companies registered in the host country was four, but none of the projects was reported to the annual International Statistic data, however, the amount invested totaled $20880 million dollars, with a surplus of two thousand in the following year, which totaled $22080 million dollars in 2010.  In the year of 2011, table illustrates that the numbers of companies have decreased to three in the host country, but none of the projects was reported, however the amount invested suffered a decrease of $12470 million dollars. 

However, at the end of 2012, only two Chinese companies was remaining in the host country, which the amount invested grows dramatically to $138840 million dollars, this; was a significant amount given along years for an inexplicable project to accomplish in Equatorial Guinea. In addition, the following year FDI face a decrease to $22410 million dollars in 2013, and increase to $33130 million dollars in 2014, but with an unexpected result to $-13040 million dollars in 2015, which caused a negative FDI inflows in Equatorial Guinea, where, the project hasn’t gone well and has lost money, so China decides to remove what is left of its investment.

In order to get a better understanding of the amounts of FDI by China into Equatorial Guinea, the researcher was interested to knows the trends of China FDI into Equatorial Guinea over the period 2005-2015. The amount range from the lowest of - $13040 million dollars in 2015, all the way up to the highest of $138840 million dollars in 2012. Just a few Chinese FDI projects exceeded $22080 million dollars before 2011. After 2011, China’s FDI outflows into Equatorial Guinea grew remarkably in the value of investment. 


 

CHINA MARKET SHARE INTO EQUATORIAL GUINEA BY PRODUCT 
      
        
[bookmark: _Toc515444488]           Table 4‑4: China’s Gas Amount & Market Share, 2011-2015
	Equatorial Guinea Amount of Gas Export to China, 2011-2015


	Year
	Total Export US$
	Export to China
 US$(millions)
	Market Share (%)

	2011
	2 billion
	89.8 
	4.5%

	2012
	2.83 billion
	0
	0

	2013
	3.03 billion
	324 
	11%

	2014
	3.06 billion
	524 
	17%

	2015
	1.39 billion
	111 
	8%






         
           Source: (BACI- International Trade Database at the Product-Level, 2016)



[bookmark: _Toc515444489]         Table 4‑5: China’s Oil Amount & Market Share, 1997-2016
	Equatorial Guinea amount of Oil Sold to China, 1997-2016

	Year
	Total Export US$ 
	Export to China US$
	Market Share (%) 

	1997
	215 M
	25.1 M
	12%

	1998
	276 M
	28.4 M
	10%

	1999
	390 M
	82.2 M
	21%

	2000
	902 M
	221  M
	25%

	2001
	1.36 B
	369  M
	27%

	2002
	1.5   B
	281  M
	19%

	2003
	1.81 B
	274  M
	15%

	2004
	2.94 B
	809  M
	28%

	2005
	4.98 B
	1.19  B
	24%

	2006
	6.05 B
	2.13  B
	35%

	2007
	6.27 B
	1.38  B
	22%

	2008
	10.2 B
	1.85  B
	18%

	2009
	5.45 B
	897 M
	16%

	2010
	6.04 B
	429 M
	7.1%

	2011
	8.07 B
	1.26 B
	16%

	2012
	9.33 B
	1.46 B
	16%

	2013
	8.65 B
	1.73 B
	20%

	2014
	8.02 B
	2.21 B
	28%

	2015
	4.1   B
	760 M
	19%

	2016
	2.93 B
	343 M
	12%



       









             
 

            
         Source: (BACI- International Trade Database at the Product-Level, 2016)





Table 4-4 illustrates Equatorial Guinea total amount of Gas exported in the given year to all the destinations countries, which shows the exactly amount sold to China over the period 2011-2015, and the correspondent percentage China’s owns in the host country market. 

Table 4-5 represents the two decades Equatorial Guinea has exported Oil to China, the total amount to the overall countries and the specific amount sold to China over the period of 1997-2016, as well as the percentage China’s owns in Equatorial Guinea market. 


These tables help the researcher to examine current amount of oil & gas Equatorial Guinea sold to China and the current position Chinese firms has in the host country market. Also, the researcher found out that China does not export oil & gas to Equatorial Guinea, only import these two products from the host country. 

Equatorial Guinea is the 118th largest export economy in the world. In 2016, the country exported $8.47 billion of total exports and imported $2.26 billion of total imports, resulting a positive trade balance of $6.22 billion. The most recent exports are led by Crude Petroleum which represent 34,6% of the total exports of Equatorial Guinea, followed by Petroleum Gas, which account for 9.2% (OEC, 2016).

The top exports of Equatorial Guinea are Crude Petroleum ($ 2.93 billion), which $343 million was exported to China in 2016 with a market share of 12%, and Petroleum Gas ($1.39 billion), which $111 million was exported to China in 2015 with a market share of 8%. 



[bookmark: _Toc515444626]           Chart 4‑3: China’s Oil Market Share into Equatorial Guinea, 1996-2016

        Source: (BACI- International Trade Database at the Product-Level, 2016)

Chart 4-3 illustrates China’s Oil market share into Equatorial Guinea over the period 1997-2016. With the discovery of Oil in the recent year 1995 in Equatorial Guinea by the American enterprises, the market share was account to 99% to United States in 1996. Given the news to the spreader all over the world, China has penetrated in the oil market since 1997 with 12% of market share, which decreased by 2% of the following year. The Chinese enterprises tried to boost his percentage by 21% in 1999. Continue increasing to 25% in 2000 and 27% in 2001. While in 2002 and 2003 was facing a decreased by 8% and 12% in the market, its recover his position in 2004 with an increase of 28%, falling the following year with a decreased of 4% in 2005. 

By the end of 2006, China’s percentage climbed to 35%, given a significant position in the market along the years, with a decreased of 13% in 2007. With the crisis in the world started in 2008 to 2010, China’s has been affected by the world economy and that caused a decreased in the percentage of market position with 18% in 2008, 16% in 2009, and 7.1% in 2010. As we can see in the figure, the country has suffered consecutively a decreased of market position from 2007 to 2010. 
However, the country market position was growing in the following years, maintaining a 16% during both years in 2011 and 2012. By the end of 2013, the market share grown to 20% and reached 28% in 2014, facing a decreased of 19% in 2015 and 12% in 2016. 

The researcher has shown China’s oil market share have been affected by the financial world crisis economy began from 2008-2009, which lowest percentage was 7.1% in 2010 during the most meaningful period of crisis, and reached to the highest in 2006 accounted to 35% of oil market share in Equatorial Guinea before the crisis. 

In 2016, South Korea have won the market with 18% of oil exportation, followed by India 17%, Spain 17%, and China 12% of market into Equatorial Guinea. Compare to five years before, which Spain had 20% of market share, followed by China 16%, Italy 15%, and United States 12% of market share into Equatorial Guinea (OEC, 2016). 

4-4.2 The Quest for oil 
China’s growing demand to fuel larger economic expansion amid an increasing shortage of raw materials and the needs of growing large- and small- scale industry have led it to intensify its search for oil, notably in the Middle East, Russia, and Africa. While historically China   has met of its energy needs by burning coal, a combination of environmental and financial reasons has led it to diversify. 
China’s quest for oil is becoming an integral part of its foreign policy. As part of a global effort to gain energy security, China is spending billions of dollars on the promising African oil market, which has long been dominated by U.S and European petroleum interests. 
China’s quest for oil as altered the world oil market and the supply and demand balance. Between 2003 and 2004, Chin’s petroleum imports increased by more than 40 percent and accounted for than 30 percent of incremental global oil demand (EIA, 2005). By 2004, China had become the world second largest consumer of petroleum products, surpassing Japan with total demand of close to 6.5 million barrels per day. 
Over the last several years, China’s imports of African crude have increased exponentially, reaching more than 25 percent of total Chinese oil imports (The World Bank Research Observer, 2007). The major beneficiaries of Chinese boom have been Angola, Sudan and Equatorial Guinea.  
Equatorial Guinea, currently Sub-Saharan Africa’s third largest oil producer after Nigeria and Angola.  By 2045, China is projected to depend on imported oil for 45 percent of its energy needs.


[bookmark: _Toc515444627]           Chart 4‑4: China’s Gas Market Share into Equatorial Guinea, 2011-2016

         Source: (BACI- International Trade Database at the Product-Level, 2016)

Data suggest that in 2014 within one year of operation number of the China’s gas market share climbed to 17%, an increased over 6% in comparison to previous year. In addition, China has own 8% of the market, a decreased over 9% on the following year.  However, the lowest percentage of the market was 5% in 2011, which shows the trends in market share of China into Equatorial Guinea over the period 2011-2015. 
In 2016, India have won the market with 43% of gas exportation, followed by Japan with 14%, Australia 7.7% of market share into Equatorial Guinea, where China has not imported gas in that current year, therefore, China doesn’t have any percentage accounted in the market. Compare to five years before in 2011, which Japan had 59% of the market, followed by South Korea 24%, and China 5% of gas exports into Equatorial Guinea (OEC, 2016).
In addition, following the line of gas importation from the host country, annual statistics recorded that in 2016, 97% of gas was imported come from United States, the American companies has boosted the market. Compare to five years before, which Ghana got 46% of market share, followed by United States 37%, and Cameroon 16% in 2011. The international annual statistic has not recorded any transaction of gas from China to Equatorial (OEC, 2016). 


[bookmark: _Toc515444628]       Chart 4‑5: China’s Oil & Gas Trends in Equatorial Guinea, 1997-2016

       Source: (BACI- International Trade Database at the Product-Level, 2016)

Chart 4-5 illustrates the oil & gas trends over the period 1997 to 2016. In 2014, oil exportation had the highest trend, totaled to $ 2210 million dollars, while also gas export to China had the highest amount, totaled $524, following to $2130 in 2006.  The year follows close behind is 2008, which amount was accounted to $1850, while in 2013 amount was $1730 for oil and $324 for gas. Amount counted in 2012 was $1460, which gas exported to China was 0, followed by $1380 in 2007. 
In 2011, amount counted to $1260 for oil and $89.8 for gas, follows by $1190 in 2005, while in next decrease was in 2009 with $897, continuo decreasing to $809 in 2004. The follows year behind was in 2015, which totaled $760 for oil and $111 for gas. The following amount $429 exported in 2010, follows behind to $369 in 2001, continuo decreasing to $343 in 2016. 
However, amount accounted from the beginning years of exportation was $281 in 2002, $274 in 2003, $221 in 2000, $82.2 in 1999, $28.4 in 1998, while the first year of exportation was accounted to $25.1 in 1997.


[bookmark: _Toc515444629]            Chart 4‑6: Relationship between Gas & FDI, 2011-2015

       Source: (By the researcher, 2018)
          
Chart above shows the relationship between gas exported to China and the FDI that goes to Equatorial Guinea from 2011 to 2015.  The amount of dollars invested in the country and gas exports had a positive correlation in 2011, while it keeps been consistent along the up-coming years. In 2012, in spite of not having the exactly amount of gas recorded, the amount of investment was positively significant from Chinese firms in the country, which make a sustainable growth from 2012 to 2014, where an increase in both categories had a strong positive correlation. 
However, the amount of investment and gas has decreased in 2015, which shows that the correlation between both categories was strongly negative and Chinese firms business expectations into Equatorial Guinea market was not successfully carry out. 
               
[bookmark: _Toc515444630]            Chart 4‑7: Relationship between Oil & FDI, 2005-2015.

           Source: (By the researcher, 2018)

Chart 4-7 illustrates the relationship between oil exported to China and FDI that goes to Equatorial Guinea market from 2005 to 2015. From 2005, the relationship between the amount of oil and investment has been positive along the years till 2008, while in 2009 the amount of oil exported and investment had a strong positive correlation and the most significant reached result, despite the decreased of oil in the market, both countries continuing doing trade in which the business results had a negative correlation till 2011, through the up and downs in the market competition, Chinese firms where able to do more investment in the host country market, which the relationship between both categories had dramatically  increased and been positive. 



5. [bookmark: _Toc515602216]Conclusion 

How big is Chinese companies’ market share of oil & gas exports from Equatorial Guinea, and what are the trends? 

China is a big country with population over 1.42 billion people and more than 100 companies elaborating overseas, in comparison to Equatorial Guinea, a small country with a population of 1.22 million and a minor of companies elaborating overseas. 

Chinese companies market demand for oil and gas has rapidly increased over the years in order to make the country more efficient and competitiveness, while doing business in the foreign market they will try to boost its percentage on the market and conquer the competitors among them. In the fact that from the beginning of the oil & gas exportation, Chinese firms was encouraged by competing with the American industries, where was the main beneficiary from the natural resources of Equatorial Guinea. Started with 10% of oil market share in 1998, and 5% of gas in 2011, the country tries to maintain its position and not being kick out of the market by its competitors such as United States, South Korea, and India. The currently market share of Chinese firms in the market is 12% of oil in 2016 and 8% of gas in 2015 accounted in the Equatorial Guinea market. 

The trends of oil & gas for Chinese companies in Equatorial Guinea market, its result that from 1998, a started amount of 25.1 million dollars was rapidly increased over the years resulting a positive income for Chinese firms, but having a falling in the market with 343 million dollars in 2016. The trends of Chinese firms in Equatorial Guinea market shows that the amount of oil and & gas goes to China in decreasing because of the Horizonte 2020 plan, which is more focused in reducing the oil exportation and develop the infrastructure of the country to improve competitiveness and boost growth. 

 




What the trends for FDI by China into Equatorial Guinea?

The reason of China doing foreign direct investment it goes beyond than a simple investment. Chinese firms has the incentives and motivation of the government by going global and give the country a good image internationally, in order to growth the country’s economy. In the early years of China’s economic to an open and market based-system, Chinese firms started with a small amount of investment in Equatorial Guinea in order to taste the market, while more projects were accounted, the price of investment was continue increasing more and more. The started amount was $635 million dollars in 2005 to $13884 million dollars in 2012, however, amounts was invested according to the numbers of projects, which was decreasing in the following years, causing a negative net investment of -1304 in 2015 where the project had not going well as expected, and China decides to take back what is left of investment. 
Researcher believe that in the coming years, Chinese firms and Equatorial Guinea will do a greater business.  


Is there a link between the amount of oil & gas exports going from Equatorial Guinea to China and the amount of FDI by China into Equatorial Guinea?

At the end of this study researcher was able to find out that there is a link between the amount of oil & gas exports from Equatorial Guinea to China and the amount of FDI by China into Equatorial Guinea. Where it consists that most of the foreign direct investment by China goes to oil & gas energy sector because of its interest of natural resources. 
Therefore, Equatorial Guinea exports 12 percent of its oil production to China to secured future production with a $2 billion package of loans and aid that includes funds for Chinese companies to build highway roads, schools, hospitals, bridges and social states houses.   
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Appendix A – China FDI into Equatorial Guinea

  China’s FDI into Equatorial Guinea, 2015
	FDI
flows
	
(In millions US$)
Unit: $ 10.000

	Year
	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	2014
	2015

	Out-ward
	635
	1019
	1282
	486
	2088
	2208
	1247
	13884
	2241
	3313
	-1304

	

	FDI stock
	
(In millions US$)
Unit: $ 10.000

	Year
	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	2014
	2015

	Out-ward
	1656
	3044
	4463
	4062
	6150
	8625
	9868
	40464
	26085
	20820
	23163




 China’s Companies & Projects into Equatorial Guinea, 2012
	Number of Chinese companies into Equatorial Guinea, 2012

	Year
	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012

	No*
	2
	3
	5
	4
	4
	3
	3
	2

	

	Number of Chinese projects into Equatorial Guinea, 2012

	Year
	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012

	No*
	-
	1
	1
	1
	-
	1
	-
	-



[bookmark: _Toc515602219]Appendix B – China market share of Equatorial Guinea Oil & Gas market

CHINA MARKET SHARE INTO EQUATORIAL GUINEA BY PRODUCT 
 
  China’s Gas Amount & Market Share, 2011-2015 
	Equatorial Guinea Amount of Gas Export to China, 2011-2015


	Year
	Total Export US$
	Export to China
 US$(millions)
	Market Share (%)

	2011
	2 billion
	89.8 
	4.5%

	2012
	2.83 billion
	0
	0

	2013
	3.03 billion
	324 
	11%

	2014
	3.06 billion
	524 
	17%

	2015
	1.39 billion
	111 
	8%








  China’s Oil Amount & Market Share, 1997-2016
	Equatorial Guinea amount of Oil Sold to China, 1997-2016

	Year
	Total Export US$ 
	Export to China US$
	Market Share (%) 

	1997
	215 M
	25.1 M
	12%

	1998
	276 M
	28.4 M
	10%

	1999
	390 M
	82.2 M
	21%

	2000
	902 M
	221  M
	25%

	2001
	1.36 B
	369  M
	27%

	2002
	1.5   B
	281  M
	19%

	2003
	1.81 B
	274  M
	15%

	2004
	2.94 B
	809  M
	28%

	2005
	4.98 B
	1.19  B
	24%

	2006
	6.05 B
	2.13  B
	35%

	2007
	6.27 B
	1.38  B
	22%

	2008
	10.2 B
	1.85  B
	18%

	2009
	5.45 B
	897 M
	16%

	2010
	6.04 B
	429 M
	7.1%

	2011
	8.07 B
	1.26 B
	16%

	2012
	9.33 B
	1.46 B
	16%

	2013
	8.65 B
	1.73 B
	20%

	2014
	8.02 B
	2.21 B
	28%

	2015
	4.1   B
	760 M
	19%

	2016
	2.93 B
	343 M
	12%
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Equatorial Guinea FDI Imports Partners

FDI	[CATEGORY NAME]
[PERCENTAGE]
[CATEGORY NAME]
[PERCENTAGE]
[CATEGORY NAME]
[PERCENTAGE]
[CATEGORY NAME]
[PERCENTAGE]
[CATEGORY NAME]
[PERCENTAGE]
[CATEGORY NAME]
[PERCENTAGE]
[CATEGORY NAME]
[PERCENTAGE]

Brasil	Italy	Cameroon	France	United States	China	Spain	4.8000000000000001E-2	6.2E-2	7.0999999999999994E-2	8.5999999999999993E-2	0.111	0.16500000000000001	0.188	

Equatorial Guinea FDI by china, 2015

FDI Inflows Coverterd	[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]

2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	6350000	10190000	12820000	4860000	20880000	22080000	12470000	138840000	22410000	33130000	-13040000	


China's Oil Market Share

Market Share	0.0
0.12%
0.10%
0.21%
0.25%
0.27%
0.19%
0.15%
0.28%
0.24%
0.35%
0.22%
0.18%
0.16%
0.071%
0.16%

0.16%
0.20%
0.28%
0.19%
0.12%

1996	1997	1998	1999	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	0	0.12	0.1	0.21	0.25	0.27	0.19	0.15	0.28000000000000003	0.24	0.35	0.22	0.18	0.16	7.0999999999999994E-2	0.16	0.16	0.2	0.28000000000000003	0.19	0.12	


China's Gas Market Share

China's Gas Market Share	0.05%
0.0
0.11%
0.17%
0.08%
0.0

2011	2012	2013	2014	2015	2016	4.4999999999999998E-2	0	0.11	0.17	0.08	0	


Oil & Gas Trends, 1997-2016

Oil	[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
1380
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]

1997	1998	1999	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	25.1	28.4	82.2	221	369	281	274	809	1190	2130	1380	1850	897	429	1260	1460	1730	2210	760	343	Gas	[VALUE]
[VALUE]
[VALUE]
[VALUE]
[VALUE]

1997	1998	1999	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	89.8	0	324	524	111	



Relationship between Gas & FDI, 2011-2015

Gas (million USD)	89.8	0	324	524	111	FDI (million USD)	12.47	138.84	22.41	33.130000000000003	-13.04	



Relationship between Oil & FDI, 2005-2015

Oil (million USD)	1.19	2.13	1.38	1.85	897	429	1.26	1.46	1.73	2.21	760	FDI (million USD)	6.35	10.19	12.82	4.8600000000000003	20.88	22.08	12.47	138.84	22.41	33.130000000000003	-13.04	
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