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    Foreword


    Aderibigbe S. Olomola


    The subject of trade and industrial development in Africa is a topical issue. In an attempt to enhance their benefits from their rich natural and human resource base, many African countries have shifted from the dominant strategy of Import Substitution Industrialization (ISI) of the 1960s and 1970s to Western-backed market-oriented reforms of trade liberalization. Those reforms were expected to improve the competitiveness of industry, among other sectors, improve export performance and the overall balance of payments, and ultimately increase economic growth as measured by the Gross Domestic Product (GDP). It has been acknowledged that, indeed, economic reforms have led to an increase in economic growth. In the last seven years, Africa has experienced strong economic growth, averaging about 6.5 per cent per annum between 2002 and 2007. The growth has largely been attributed to strong demand for Africa’s primary commodity exports and also the macroeconomic reforms which most countries implemented since the 1990s. It was also achieved as a result of increases in productivity and domestic investment and remittances from Africans living in the diaspora.


    Yet despite the unprecedented growth performance, the impact of trade and industry on development has been limited. This is despite the continent’s endowment with vast human, mineral and natural resources. Most countries on the continent are classified in the United Nations Human Development Report (2007/2008) under the Low Human Development (LHD) category. They are also listed under the High Human Poverty Index (HPI) group. Countries such as South Africa, Botswana, Morocco, Maurititus and Namibia which are among the few African countries classified in the Medium Human Development (MHD) category, are cited among the most unequal societies on the continent, with Gini coefficient values (notwithstanding the weakness of the coefficient as a measure of inequality) of above 0.6 in 2007 (UN Human Development Report, 2007/ 2008). Furthermore, and notwithstanding the controversy regarding the UN Millennium Development Goals (MDGs), according to the United Nations (2007), progress on the MDGs has been slower in Africa than any other region.


    The agenda of Africa’s development has been at the centre of the activism of the Council for the Development of Social Science Research in Africa (CODESRIA), a continental think-tank whose work is widely recognized across the globe. In 2008, CODESRIA held a conference in honour of the late Professor Guy Mhone, an African scholar whose works championed African liberation and freedom from the yoke of capitalist bondage and exploitation of the continent. Scholars from across Africa, as well as from other regions outside the continent, converged to deliberate on re-thinking African trade and industry policy for development. A number of papers were presented. They covered a number of topics which ranged from theoretical debates on the link between trade and industry policy and development to empirical analyses on country experiences with different trade and industry policy scenarios. Highlights of the papers are presented below.


    Theresa Moyo summarizes the debates on trade and industrial policy and its implications for Africa’s development. The paper reviews the historical evolution of trade and industry in Africa and also presents the theoretical relationship between trade, industry and development. An empirical review of the evidence in the context of Africa and also in the case of selected East and South Asian economies is presented for the purpose of identifying policies that have worked to transform those economies from developing to developed country-status (notwithstanding, of course, some of the controversies around definitions of development). Based on some of the debates on re-thinking Africa’s development, the paper argues that trade policy in the context of the trade liberalization model, and trade based on commodity exports, has failed to deliver development in SSA. It proposes that a developmental trade and industry policy has to be based on a developmental paradigm that is contextualized within the continent; and that Africa can draw lessons from the experiences of some countries in Asia where the state played an activist role at the early stages of their industrialization. Finally, the paper proposes what should be the key components of such a developmental trade and industry framework.


    Anthony Monye-Emina examines Nigeria’s trade and industrial performance in the dispensation of the Structural Adjustment Programme (SAP). He argues that, while policy reconsideration was desirable in the wake of macroeconomic disturbances of the early 1980s, the programme of reform under the SAP did not do much to lift the fortune of the economy in terms of trade and industrial development. The country seemed to fare better under the regulated regime. In his opinion, Nigeria’s experience with the SAP raises fundamental questions about the propriety of the theoretical basis and elements of the policy as it concerns trade and industrial development, given Nigeria’s peculiar characteristics. He concludes that the « visible » hand of government is still desirable, to some extent, in regulating the flow of trade and in industrial development.


    Stephen Kapunda presents a comparative study of Botswana and Tanzania in the context of trade, industrial policy and development in the era of globalization in Africa. He examines globalization and regional challenges and opportunities in industrial policy, development and trade in Africa focusing on similar and dissimilar experiences of the two countries. The paper identifies some positive as well as negative impact of globalization. Botswana and Tanzania and other African countries should take advantage of the opportunities arising from the positive impact of globalization. However, they should counter the negative impact of globalization effects which arise from unregulated free trade and unfair competition. He advocates that the state should effectively implement competition policy, appropriate industrial policy, protect infant and strategic industries, plan and establish long-run intermediate and capital goods industries which ensure economic independence. This requires prudent use of resources like minerals as the case of Botswana and domestic savings in addition to foreign investment.


    Euston Chiputa presents a comparative study of India and Zambia, two countries which in 1991 were almost at a similar level in terms of development and over the period 1991-1992, decided to embark on market reforms. He analyses the different trajectories followed by the two countries even though both were implementing reforms which targeted, among others, the trade and industry sectors. Chiputa argues that India was more successful than Zambia in designing and implementing policies which promoted the development of these sectors. A number of factors accounted for India’s success. India’s internally-generated policies were considered to be more effective in stimulating local supply responses than Zambia’s externally-determined reforms which were designed by the World Bank and the International Monetary Fund (IMF). The author argues that Zambia’s reforms tended to accentuate the macroeconomic, social and political challenges facing the country; that trade liberalization created competition for local industry which did not have the capacity or resources to compete; that reform-induced inflationary spirals also raised the cost of doing business and led to de-industrialization rather than the expansion of industry. Chiputa also argues that an important success factor in the case of India was that, over time, it managed to build a strong indigenous base prior to reforms as compared to Zambia where state policies actually stifled the development of such a base. Consequently, when foreign firms closed down or left the country, the impact on local industry was more severe than in the case of India where the indigenous industry base was more established. Another significant factor with regard to India’s success was the drive to develop the capital goods industrial base consisting of capital and machine tool factories, whereas Zambia’s industrial development policy was said to be skewed towards the production of consumer goods. Chiputa’s paper emphasizes the critical role which the state can play in developing policies and strategies which promote indegenous participation in industry and building of a strong production base founded on locally-driven policies and priorities.


    Oluyele Akinkugbe presents the findings of an econometric study on facilitating the production and export of manufactured goods within the framework of a comparative study of Africa and Asia/Pacific. He uses panel data to analyse empirically, how key aspects of the familiar Singapore issues - the facilitation of production and international exchange of goods and services — impact on output and export of manufactures in Africa and South-east Asia. Pooled, cross-country, annual time series data for the period 1995 — 2006 for 20 selected African countries and 10 countries in the Asia Pacific Economic Cooperation (APEC) regional grouping were used to examine the nature of the relationship between selected indicators of conducive industrial environment and trade facilitation — taxes on exports (an indication of restrictive trade policy regime); number of startup procedures to register a business (to measure the stringency of, transparency and stability of local regulations); a measure of international linkages; infrastructure development; corruption perception index; ecommerce; the transparency and ease of enforcement of environmental regulation of industries and trade, etc — and export of manufactured goods from Africa and the Asia Pacific region. The conjecture is that policy- regime improvements and conscious efforts at removing all forms of constraints to the production and free flow of goods could lead to enhanced international exchanges and the ease of linking up with the global value chain — attainment of global competitiveness in Africa and the APEC region. Our recommendation is that governments in different African countries will need to rededicate attention to ways of achieving acceptable standards, if not best practices, in facilitating industrial and trade expansion. Reform policies and programmes have to be targeted at the different indicators for Africa to be globally competitive in manufactured goods export, if it is to escape the commodity export dilemma that has plagued the continent’s development far too long.


    Sunday Khan examines China’s role in Africa in general and more specifically, in Cameroon. The objective of the paper is to examine the nature of trade (exports and imports) relations between China and Cameroon and how this has modified Cameroon’s trade configuration and the potential impact on various stakeholders in the country. Khan indicates that over the last few years, China’s share of the Cameroonian market has been increasing rapidly although European countries still remain the country’s major trading partners. The country has reaped some benefits as a result of China’s growing role in the country — for example, Chinese companies have contributed to infrastructure development. Cheap imports of consumer and producer goods have reduced domestic costs of production for some businesses. However, there are some concerns which arise from the negative impact of cheap imports on the competitiveness of local industry. The author argues that the emergence of China as regards its trade with Cameroon is gradually changing the latter’s trade configuration where it is expected that, eventually, China might replace the EU as the country’s main import source. That poses new challenges for Cameroon because cheap Chinese imports are already threatening locally manufactured goods than is the case with goods from Europe which are more expensive and therefore allow some market space for local industry. Trade with China presents both opportunities and challenges, and it is advisable for Cameroon (and other African countries) to systematically and regularly assess the nature and impact on their economies in view of maximizing the benefits and reducing the risks. Else, Chinese aid and infrastructural projects will overshadow other potentially damaging economic interactions with China, especially the effect of cheap imports on the industrialization process.


    Ntangsi Max Memfih analyses trade facilitation and its implications for intra-African trade within a globalized economy. He is motivated by a realization that most analyses on trade issues seem to focus more on policy and less so on natural barriers to trade. His paper provides evidence to show that natural barriers in most African countries are more important sources of trade cost than trade policy, and thus are contributing significantly to the sluggish response to intra-African trade liberalization. Drawing on a study by the World Trade Organisation (WTO) in 2004, he contends that for the majority of sub-Saharan African countries, the transport cost incidence for exports is five times higher than the tariff cost incidence. This demonstrates that tariffs, quotas and other trade policies constitute only part of the overall cost of trade and that efforts to improve customs procedures, minimize the trade distorting impact of standards and reduce transport costs may have higher payoff than reciprocal reductions in overt trade policy barriers, because logistical, institutional and regulatory barriers are often more costly and generate no offsetting revenue (World Bank 2005). Memfih also argues that if other constraints, such as market information and reliable utilities such as electricity and telecommunications, could be quantified, the implicit taxation of exporters associated with transaction costs would be even higher. Therefore, while trade policy reforms are important to improve incentives and encourage efficiency, they would be more effective if transaction costs resulting from natural barriers are also lowered. These are all tied in what is generally referred to as trade facilitation. This has become prominent among WTO issues because the international business community is increasingly demanding for greater transparency, efficiency, and procedural uniformity of cross-border transportation of goods; as well as the need for an efficient legal redress mechanism, proper co-ordination between customs and other inspection agencies, use of modern customs techniques and improvement of transit regimes.


    Aderibigbe Olomola addresses the critical issue of the EU-Africa Economic Partnership Agreements (EPAs) with a focus on the risks, rewards and requisites for agricultural trade and African development. He argues that the free trade model in agriculture under the EU-Africa EPA is flawed. It can be a major cause of hunger and poverty in the continent if it is not carefully addressed. The EPA is a source of possible destruction of domestic industries on account of influx of cheap imports from the EU. It is therefore critical for African states to identify the types of adjustments which will possibly yield desired outcomes given the level of development and available resources. Thus, the paper seeks to (i) determine the potential impacts of the EU-Africa EPAs, through a critical review of contemporary literature on this subject, (ii) examine the risks and challenges of agricultural FTAs, (iii) undertake a comparative analysis of the approaches to agricultural liberalization in EU FTAs in selected countries with a view to drawing lessons for successful EU-Africa EPAs, and (iv) proffer a configuration of agricultural liberalization for EU-Africa EPAs that will ensure a « win-win » paradigm of agricultural trade and genuine partnership for African development.


    Olomola analyses the structure of agricultural liberalization in the context of the EU-Africa EPAs including the key issues in the basic trade in food and agricultural products under an EPA. He makes a number of recommendations to address the issues, especially in terms of (i) meeting the challenge of reciprocity, (ii) preference erosion, (iii) costs associated with EU food safety standards, (iv) increased competitiveness,(v) production of higher value-added products, (vi) coping with increasingly differentiated EU markets, (vii) rules of origin, (viii) safeguard measures, (ix) food security clause, (x) MDGs clause, and (xi) improved regional trade and agricultural development. The paper concludes that changes in the EPAs will be required in several areas especially in terms of (i) doing away with arbitrary time frames and setting realistic time that reflects the pace of development in Africa, (ii) reviewing the rules of origin and the demand for reciprocity, (iii) providing concrete assurance to address resulting revenue losses by African countries, (iv) supporting regional initiatives aimed at developing African agriculture, and (v) ensuring that African countries are not constrained in attaining the MDGs. Moreover, the agricultural sector should be regarded as a sensitive sector and should be exempted from any rule of reciprocity.


    Godwell Nhamo introduces climate change into the trade and industry debate. His paper focuses on carbon trade, an issue which has arisen from concerns over the impact of industrial and other pollution on the environment. He argues that international trade within the confines of climate change and global warming is certainly a confirmed twenty-first Century Agenda. After the ratification of the Kyoto Protocol (KP) and its market-based cooperation mechanisms in 2005, and the subsequent debates and gatherings looking beyond the 2012 KP mandate, African governments must be seriously concerned about the implications of these developments. He indicates that one of the cooperation mechanisms in which greenhouse gases (GHGs) will be reduced from the atmosphere through the KP is the Clean Development Mechanism (CDM). The CDM permits developed countries to invest in projects that reduce GHGs in developing countries and earn carbon credits or carbon offsets. The CDM is documented as one of the new investment avenues in developing countries with huge amounts of foreign direct investment (FDI) that were predicted to start flowing since 2006 to 2012.It is the foundation of the CDM that most developing nations, including many from Africa have questioned as providing an uneven trading platform in terms of the carbon credits. Indeed, it has been a contested terrain. Nhamo’s paper addresses the following twin objectives : (1) to continuously raise awareness around the KP and post-KP carbon trade facilitation; and (2) to keep on interrogating the impacts of the proposed post-KP trade mechanisms on Africa’s development. The paper strongly argues for a vigilant African continent that sees itself with an increasing and irreversible, pro-active, and participatory role regarding the post-KP trade mechanisms. The main argument is to have African countries speak with one true voice for the benefit of fair trade mechanisms within the new KP as well as confirming African countries’ status as collaborative partners in the processes.


    Patrick Juvet Lowe writes on intellectual property (IP) and technology transfer (TT) towards African countries. He questions international law on these issues as to whether it is a beneficial policy or not. He explains that, although technology transfer has been consecrated by the TRIPS Agreement of the WTO as a real obligation for developed countries towards developing and Least Developed Countries, however, the practice contradicts this obligation radically. He argues that it seems that Africa is still far from benefiting from the IP international legislation on technology transfer. The paper explores the reasons for such a dichotomy. The author contends that the gap may not only be a matter of legislation versus reality, but also the extent to which mechanisms exist and function in order to make IP and TT transfers to Africa possible. Lowe emphasizes that issues of IP and TT are an integral part of the industry and trade agenda and the fact that Africa so far has not benefited much from such transfers should not be blamed on law alone, but rather on its implementation. He recommends that Africa should increase its representation on bodies that are dealing with IP and TT issues at the continental and international levels, coupled with what he terms a « voluntarist » approach of development and technology transfer at national levels.


    Nwauche examines the UNESCO Convention for the Protection and Promotion of the Diversity of Cultural Expressions with respect to its implications for African trade and culture policy. He explains that the Convention seeks to protect and promote the diversity of cultural expressions within territories of member states against the sweeping tide of globalization (Articles 5 & 6), noting that the Treaty is protectionist and, to a large extent, potentially in conflict with the free trade ethos of the WTO. As the international community grapples with whether to recognize culture as an exception within the WTO framework or to recognize parallel trade regimes in the world, it is important to interrogate what the Treaty portends for Africa. His paper raises a number of questions that are relevant for the future of trade and culture policy in Africa. He seeks to find out what exactly the UNESCO Treaty means for the trade and culture policy of African countries within the framework of the NEPAD and the AU, and for sub-regional economic groupings such as SADC, ECOWAS and others. The paper also examines the obligations for African States with respect to adoption of proactive measures to protect and promote « cultural religious and linguistic communities » within their competence. Nwauche also asks if there is protection of cultural expressions such as folklore and traditional knowledge compatible with the Convention. Finally, he assesses the lessons of regime shifting in international economic relations should Africa imbibe.


    Howard Stein examines institutional dimensions of trade and industry policy in Africa. He starts by highlighting the stark contrast between Southeast Asian (SEA) and sub-Sahara African (SSA) in terms of trade and industry performance. He argues that a central element of the changes in SEA was the ability to expand and structurally transform the industrial sector. In contrast, SSA has largely de-industrialized and continues to rely heavily on the primary product exports with consequences to the terms of trade and the standard of living. The paper proposes an institutional theoretical framework for understanding the nature of industrial policy and applies it to contrast the experience of the two regions. Stein argues that, in Africa, while there were weaknesses with the industry put in place after independence, instead of building on the accumulated knowledge and capacities, structural adjustment battered industry, leaving the countries increasingly reliant on resource exports. As a result, African economies have been subject to the vicissitudes of commodity prices with implications to the terms of trade and the standard of living. The paper proposes an institutional theoretical framework for understanding the nature of industrial policy and applies it to contrast the experience of the two regions with some examples taken from Kenya and Malaysia. The paper concludes that development is a dynamic process that requires the institutional and structural transformation of economies. Based on the experience of Asia, a state-led approach to transforming economies through industrial policy interventions is still relevant even while recognising the role of markets as complementary strategies.


    Adewole Musiliu Adeolu also examines the institutional foundation of trade and industrial policies in Africa. By developing a model of institutions where the objective function of the ruling elites is the maximization of the relative share of total wealth, and by extension control over the larger society, he predicts the sub-optimal supply of public goods required to facilitate the process of large-scale industrial development and significant success in growth-promoting exports of manufactures and capital goods. The important public goods under-supplied include human and physical capital as well as investment in R & D activities. The author therefore concludes that the mere switch from the protectionist policies of the 1960s through the 1980s to the more open and outward oriented strategies of the 1990s, have not produced the expected results because the underlying institutional cause of underdevelopment is yet to be addressed.




    Introduction


    Theresa Moyo


    The subject of trade and industrial development in Africa is a topical issue which has been debated since the 1960s and 70s. That is because African states recognize the importance of industry and trade as important strategies to achieve growth and development. This is evident in national development plans and strategies. At the continental level, trade and industry issues have been prioritized in key policy documents such as the Lagos Plan of Action, the United Nations Industrial Organization (UNIDO) Industrial Development Decade for Africa (IDDA) and, more recently, the New Partnership for Africa’s Development (NEPAD), the Africa Productive Capacity Initiative (APCI) and the African Union’s Action Plan for Accelerated Industrialization of Africa (APFAIDA). The experience of industrialized economies and also emerging economies such as China, India and Brazil, as well as a number of countries in East and South Asia (Singapore, Republic of Korea, Malaysia and Taiwan), among others, clearly demonstrate that trade and industry are fundamental to growing an economy, creating jobs, diversifying the economy and creating backward and forward linkages which provide dynamic opportunities for further growth and expansion. Despite recognizing this potential, industry is not developed in many African countries.


    This volume calls for a rethinking of trade and industry for Africa’s development. That call arises because despite introducing plans at national, regional and continental levels, Africa’s industry and trade performance has been poor. Although a number of countries have experienced high rates of growth since the 1990s, their industry base largely consists of consumer goods manufacturing or light industries. Most of the continent still produces and exports primary commodities and imports manufactured goods. A number of factors explain this situation. These include, but are not limited to, the lack of technological capacity required for industry development; inadequate skills or limited human resource capacity; failure on the part of African states to implement some of the industry development plans which have been formulated at national and regional levels; and, lack of infrastructure (Tribe 2002; Chang 2003; Kieh 2008 and UNCTAD 2010). A very serious challenge is also posed by the new trading and international environment under the World Trade Organization (WTO) which has ushered in a new era of market-based trade and industry policies. Although many least developed countries have embraced the WTO, many of them are very critical of the reforms which it has advocated since its inception in 1994. For example, in order to achieve the WTO’s goal of free trade, member countries have entered into agreements in which they commit to reduce tariffs and non-tariff barriers to trade. Compliance with these agreements has effectively reduced the policy space available for African states particularly in terms of promoting industry development. UNCTAD (2010) notes that the shrinking of industrial policy space under emerging and current trade rules is evident in the following areas : the imposition of tariff cuts under the emerging, but not yet finalized, nonagricultural market access (NAMA) negotiations; the replacement of preferential trade agreements with reciprocal economic partnership agreements in conformity with WTO rules, regulations on subsidies imposed under the Subsidies and Countervailing Measures Agreement, the Uruguay Round Agreement on Trade-Related Investment Measures (TRIMs) and the Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS). As a result of WTO rules, it is now more difficult to nurture local infant industries through subsidies. However, it is still permissible to use subsidies to promote innovation and regional development and to achieve environmental goals.


    Ironically, as argued by Thilwall (2007), most of the industrialized countries used protectionist policies when they first started to build their industries. In addition, they are still protecting their markets through subsidies to their farmers and local industries. Chiang (2003), Kieh (2008) and Kohl (2008), among others, review the success of several countries from East and South Asia and argue that their states used interventionist trade and industry policies to support and nurture their growth.


    A number of authors have also argued that, trade liberalization, for example, has led to the de-industrialization of Africa because many companies were ill-prepared for external competition. (Bennel 1998; Tribe 2002 ; Shafaeddin 2005; and UNCTAD 2010). Chiputa and Kapinda, writing about the experiences of Zambia, Botswana and Tanzania, respectively, also present similar arguments.


    It may be instructive at this point to explain what trade policy and industrial policy are. Dicken (2007) presents a very detailed definition of each. He explains that trade policy traditionally consisted of the use of tariff and non-tariff barriers (NTBs). Tariffs refer to those taxes which are levied on the value of imports. These effectively increase the price which a domestic consumer has to pay for the imported good. Tariffs are typically used as an instrument to protect domestic industries whilst, at the same time, allowing the import of industrial goods. NBTs include, but are not limited to, import quotas, import licenses, import surcharges, rules of origin anti-dumping measures, special labelling and packaging regulations, health and safety regulations, subsidies to domestic producers of import-competing goods and awarding of government contracts only to domestic producers. These measures were used to protect domestic industries from external competition. Trade policy also consists of policies towards the promotion of export growth or expansion. These include financial and fiscal incentives to export producers, export credits and guarantees, setting of export targets, establishment of export processing or free trade zones and imposing embargoes on strategic exports.


    Industrial policies refer to those policies which regulate and stimulate industry formation and growth. They can be general (applicable to all industry) or they can be selective (i.e., targeted to a few sectors or firms. The range of industrial policies include, but are not limited to, investment incentives (which may be capital and/or tax-related), subsidies, preferential state procurement, technology policies, policies to encourage industrial restructuring, competition policies, mergers and acquisition policies, state ownership of production assets, health and environmental protection regulations.


    Under the WTO, the use of most of the policies has been curtailed or restricted as part of the mechanism to liberalize or free trade.


    Liberalization of the international trading regime is also embodied in Economic Partnership Agreements (EPAs) which have now replaced the non-reciprocal, development-oriented preferential trading arrangements that existed between the EU and African, Caribbean and Pacific (ACP) countries under the Cotonou and Lomé accords. EPAs were signed between the EU and 79 ACP countries in 2008. EPAs were designed to liberalize trade between the EU and ACP countries and they were also part of the strategies to comply with the new rules of the WTO. On paper, they were also supposed to alleviate poverty in ACP nations by promoting economic growth. Many developing member countries of the EPAs have been and are still critical of the agreements primarily because they are compelled to liberalize their trade even though, in most instances, their local manufacturing industries are not adequately prepared to face international competition. They are viewed as an attempt to force ACP countries to open up their struggling markets to European industrial (and some agricultural) exports and to foreign investment, targeted especially at the agricultural, forestry and mining sectors, all of which are likely to aggravate deforestation and food security concerns. Equally important is their concern about what they consider to be loss of sovereignity and policy space in that they can no longer use trade policies such as tariff barriers, export restrictions and investment regulations, for example, to promote equitable, local and sustainable economic development and also to protect their natural resources. Under EPAs, the use of export taxes is being scrapped. Export taxes have historically been used as a means to support local infant industries, generate value-added by promoting the local processing of raw materials into industrial goods and raise government revenues as happened in countries such as China, India and Brazil that could play an important strategic role in Africa’s industrialization. There are strong concerns that the EPAs will undermine the integration efforts of ACP countries. This is particularly evident in the case of Eastern and Southern Africa, where countries belonging to COMESA, SADC and EAC are now split up between the two artificially created EPA blocs (ESA and SADC7).


    An overview of trade and industrial performance in Africa is presented in order to provide the context for the volume. Although there has been some growth in recent years, the share of African trade in global trade is still relatively small compared to other regions in the world. UNECA (2010) observes that Africa continued to play a marginal role in world trade in 2009, with about a 3.4 per cent share of global merchandise trade and an insignificant share in trade in services. Commodities continue to be the major exports, most of which are destined to industrialized countries. Exports also still largely consist of commodities, also widely destined for industrialized country markets although, in more recent years, some of these exports now target the South-East Asia and Brazil markets. The narrow range of export markets and also the narrow range of exports add to the vulnerability of export earnings due to volatility in those markets. The report also notes that intra-African trade continued to be minimal, at less than 10 per cent of total trade in 2009.


    According to UNCTAD (2008 :54-56), the shares of African countries’ manufacturing exports to GDP over the last 25 years have remained very small for most countries. It also observes that Africa has made marginal progress in terms of increasing its exports of manufactured products, even after trade liberalization. The Commission notes that over the period 20002006, Africa had the lowest share of all developing regions. Over the same period, manufacturing export shares of total merchandise exports in East Asia, South Asia and Latin America were 92 per cent, 56 per cent and 54.5 per cent, respectively. The Commission attributes the low level of manufacturing exports to low manufacturing production, noting that from 1965 to 2005, sub-Saharan Africa’s manufacturing value added did not improve from its original value of 15 per cent of GDP in the 1960s. From the 1990s onwards, the ratio of MVA to GDP has been declining, except for a few countries such as South Africa, Tunisia, Algeria, Libya, Morocco and Egypt. UNCTAD also argues that Africa has failed to take advantage of new export opportunities because of three key factors. A major constraint is that Africa has not invested heavily in manufacturing industry because the resources required are deemed to very high. Another constraint has been the limited technological capacity which is also a very critical element for successful industrialization. Another factor relates to the comparative advantage which Africa has in producing primary commodities due to the abundance of labour and natural resources. Unfortunately, for years, African countries have been encouraged to embrace the comparative advantage principle and even after realizing how it disadvantages them in global markets, many countries have failed to shift from that focus towards manufactured exports. That is the challenge which Africa has to deal with in its quest for a more developmental trade and industry policy for the continent’s development.


    Whereas the position of the continent in global trade remains marginal, these positive trends are likely to be adversely influenced by the current global economic downturn. In 2007, African total merchandise trade (exports plus imports) amounted to over $782 billion, accounting for 2.7 per cent of world trade. In terms of the trade growth rate, 30 African countries performed above the world average of 9.26 per cent in 19972007. Equatorial Guinea registered the highest average growth rate (36%), followed by Chad (29%), the Sudan and Angola (22%), and Mozambique (18%). In contrast, Eritrea and Zimbabwe registered negative growth rates (-0.85%) and (-0.24%), respectively (UNECA 2009).


    The African Development Bank (2008) observes that there is a genuine concern that Africa’s share of global trade remains marginalized, amounting to only 3.1 per cent of total global trade in 2007. Intra-Africa trade has also lagged behind, with both imports and exports a little over 9 per cent of total trade. The cause of Africa’s sluggish trade performance can be attributed to various reasons from domestic policies to high trade restrictions in developed countries. The report also notes that although most African countries have undertaken extensive trade liberalization — and most can be said to have had open economies since the mid- to late 1990s - export performance following trade liberalization has been weak in terms of increased export volumes, increased export/GDP ratios and diversification in high-value agricultural exports and manufactures. Table 1.1 presents current and projected trends in export performance over the period 2006-2010. A sharp decline from 52.2 per cent in 2008 to 35.7 per cent in 2009 is predicted for oil exporters. Oil exporters (excluding Nigeria) have an even more drastic fall from 70.2 per cent in 2008 to 46.3 per cent in 2009. Middle and low-income countries will also experience some decline although of a smaller magnitude than oil exporters. The reason could be the lower degree of integration into the world system in the case of most countries under this category. Evidence from the IMF (2009) also indicates that despite a sustained positive growth, Africa still accounts for a negligible 3 per cent of world total exports. Exports increased by 15.6 per cent between 2006 and 2007 compared to an average growth rate of 20 per cent in the previous four years. African exports are highly undiversified with crude oil and minerals contributing about 70 per cent, and agriculture and manufacturing about 30 per cent. On the other hand, Africa’s share in world imports was about 2.5 per cent in 2007 and imports grew by 24 per cent in the same year. Imports were mainly concentrated in manufactured goods.


    Lack of export diversification exposes the continent to severely adverse terms-of trade shocks such as the one gripping the world economy today. Indeed, the prospects for trade growth in the medium term remain bleak in view of the current financial crisis and falling commodity prices. Sixty per cent of the top ten African exporters are oil-exporting countries and the ten top exporters accounted for 81.5 per cent of African exports in 2007. The major trading partners of African countries are North America and the EU, with a cumulative share of exports of over 61 per cent in 2000. Asia is gradually becoming a major trading partner with African countries. In 2005-2007, African exports to Asia grew by nearly 50 per cent (UNECA 2007). About 78 per cent of these exports were fuels and mining products. With regard to the export sector, primary products still dominate Africa’s exports; although there has been an upward trend in manufactured exports, particularly in countries like Cameroon, Egypt, Madagascar, Mauritius, Morocco, Kenya, Seychelles and Zambia. However, for most African countries, the volume of manufactured exports is said to have declined. The UNECA report also points out that high technology exports account for only four per cent of manufactured exports from Africa as compared to 32 per cent in East Asia and a developing country average of 23 per cent (UNECA 2007).


    Despite the importance of industry in the context of sustainable development in Africa, Africa’s share of world manufacturing output declined from 0.9 per cent to a lower figure of 0.8 per cent over the two decades spanning 1980-2001. Within Africa, the distribution of manufacturing activity is highly skewed with just one country, South Africa, accounting for 27.3 per cent of total Manufacturing Value Added (MVA) in sub-Saharan Africa and registering significant growth over the past two decades. Thus, for most countries of Africa, there has been a loss in their share of global manufacturing output (UNECA 2006). In 2007, intra- Africa trade remained low; despite the positive trends in export growth at the continental level, less than 10 per cent of total merchandise exports were destined to African countries.


    Table 0.1 : Africa : Trends in exports of goods and services 2006-2010
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    Source : International Monetary Fund (IMF) 2009. Regional Economic Outlook : Sub-Saharan Africa, p. 80.


    This low-level of intra-Africa trade illustrates the weakness of continental integration, highlighting the urgency with which regional economic communities (RECs) should deal with the obstacles, both in terms of policy and investment. West Africa appears to be the most inte-grated sub-region in terms of intra-regional trade 1996-2006 (UNECA 2006).


    It is clear from the above that the African trade structure has remained undiversified in terms of products and destination of exports. However, since 2005, Asia is emerging as a new and important trade partner for Africa. This trend is likely to continue given that the increasing presence of Asia in Africa is being reinforced through development cooperation and trade frameworks. Of concern to Africa’s long-term development prospects is the emerging picture that, like the old traditional partners, the trade with Asia is also being focused on extraction of fuels and mining products. Failure to tackle high trade costs due to poor infrastructure and inefficient trade facilitation continue to make African producers and exporters prefer to trade with the rest of the world. This has been the case despite the huge potential for developing competitive industries on the continent.


    The stagnation of Africa’s industry and the continued focus on primary commodity exports has its foundations in the history of colonialism and imperialist exploitation of the continent’s resources. Although most of the continent has achieved political independence and self-rule, economic emancipation remains an illusion. Globalization has introduced new rules and processes of production and exchange which reinforce and perpetuate the notion of free trade and comparative advantage which shaped Africa’s specialization in primary goods exports. Africa has been under pressure to liberalize trade and open up its markets to Northern goods and services even when countries were not ready for external competition. Consequently, despite the opportunities which globalization could offer, market reforms in some cases crippled local industry, largely because local companies had not achieved a level of competitiveness that could match the international market. According to the UNECA (2008), several structural constraints continue to limit trade performance in Africa. These include lack of diversification, existence of supply side constraints, and low levels of subregional and continental trade integration. As trade liberalization progresses, it is argued that artificial barriers such as tariffs are becoming less important, leaving natural barriers such as infrastructure related to ports, transport, and border posts, among others, as the most binding constraints to trade. Ports in Africa are said to be besieged by huge inefficiencies. These bottlenecks impose high transaction costs which affect the competitiveness of African economies, lowering trade performance (African Development Bank 2007).


    Africa’s dependence on primary exports to countries of the North contributed to its vulnerability to the global economic crisis which started in 2009. GDP growth, export volumes and earnings were negatively affected by declining demand in the United States and Europe where the recession originated. Africa’s exports tend to be concentrated in commodities, with oil, metals and minerals and agricultural commodities the most notable. Due to falling demand in Europe, the United States of America and China, Africa’s export performance was forecast to decline over the period 2008 to 2009, with a slight improvement in 2010. Falling commodity prices of export goods from Africa and the rising import costs of intermediate goods worsened the balance of trade. Page (2009) argues that the impact of the recession on industry depends on the degree of diversification of a country’s production base and also the extent to which there is concentration in terms of destination of the final product. A country like Mauritius, with an export structure which is highly concentrated in just two product lines - apparel (50% of total exports) and food products (29%) - was more vulnerable than South Africa which has a more diversified industry base. Tunisia and Morocco have been negatively affected due to the concentration of their exports in high income markets. For example, two sectors, apparel and electrical machinery accounted for about half of all their exports and mostly these target advanced country markets. Ghana and the Cote d’Ivoire, both major exporters of food and wood products which together account for more than 60 per cent of total manufactured exports have about 80 per cent of the exports are concentrated in high income markets. Other examples are the apparel exports from Kenya and manufactured goods from Uganda. Vulnerability is high because of their high level of concentration ratios in advanced markets (90%). Evidence from the IMF (2009) shows that the global crisis which started in 2009 has adversely affected those countries which are highly dependent on natural resources such as copper, diamonds, timber, platinum. The Bank of Zambia (2009) reported that the fall in copper prices led to a drop in export receipts.


    Africa’s vulnerability arises from the fact that the average export-to-GDP ratio for the continent is 35 per cent. Around 69 per cent of the exports are destined for advanced economies; about 30 per cent to the Euro area alone. Exports from Africa to the US and Europe started to fall as a result of the downturn in these economies. Wolfgang SchneiderBarthold (2010 :1) argues that industrialization in Africa has failed and he attributes the failure to the strategies of donors in the North and also the African power elites whose preference for large-scale, multinational enterprises tend to be capital-intensive. He postulates that :


    The policies of these powerful elites have historically marginalized small- scale and micro-enterprises where large numbers of the population derive their sustainance. With minimal capital and maximum labour input, limited and mostly handed-down commercial and technical knowledge, without experience in company management and marketing, using easily procurable tools and locally available raw materials, and adapting to the low educational level of their workers as well as patchy infrastructures, these businesses produced goods and provided services for the local people in town and country. However, most of the new governments did not recognise and promote these activities as the starting point for development. Instead, they saw them as being backward and subjected them to discrimination and marginalization (Wolfgang 2010 :1).


    Since 2000, the globalization of world production has gathered new strength, pushing further to the periphery of the world economy those countries that have not developed the capacity to compete strongly in the world market or participate effectively in the new global economic order which is characterized by interdependent production structures cutting across national boundaries. In response to growing world economic recovery, increasing privatization of public enterprises, emerging financial markets, and a wide range of incentives provided to private investment, there has been a massive surge in private capital flows, which would mainly benefit countries with attractive investment environment and markets. African countries have not benefited as other developing countries have. UNIDO (2009) points out that although there are trade preferences which developing countries could have taken advantage of, many of them are ill-equipped to benefit from such opportunities largely because of weak infrastructure, lack of productive capacities and the inability to meet product specifications and increasingly stringent requirements in terms of quality, safety, and health. They also lack the capacity to produce goods that can compete in terms of quantity, quality, timely delivery and price in export markets. These and other developments are evidently fraught with innumerable challenges and concerns with great opportunities of far-reaching consequences that African countries must effectively manage if they are to mobilize fully their resources for development, and reverse the present tendency of marginalization in the world economy. This is not, however, an easy task knowing the serious obstacles that African countries face in their drive to meet the challenges of domestic development, including the reorganization and transformation of their economic structures. World trade is more and more globalized, reinforced by the fact that it increased more rapidly than world production, through the creation of the World Trade Organization and conclusion of the Uruguay Round. This liberalization of world trade will be an opportunity for African states in as much as they carry out reforms intended to transform their competitive base.


    The volume proposes some alternative strategies and policies which are necessary for trade and industry to grow and to contribute to the development aspirations of African states. It calls for a developmental trade and industry policy which fundamentally must be people-centred. African states should invest time, energy and resources to develop policies which seek to meet the aspirations and priorities of the African people. Historically, a centralized, top-down approach has dictated policy and served the interests of ruling elites and the foreign interests who were the actual architects of the policies. Consequently, poor producers are not only economically disadvantaged but often are politically powerless, and when their interests are pitted against those of more powerful actors, they frequently lose. They are often marginalized from trade opportunities due lack of political power and voice, lack of access to public services, trade information, lack of information and understanding of customs procedures and processes, lack of access to trade finance, the challenge of poor trade logistics and infrastructure and the lack of skills with regard to procedures and modalities required in the export of goods and services. African states therefore need to develop strategies that also expand opportunities for the poor and marginalized producers in agriculture and the small-scale industry sector.


    In a continent which has labour in abundance, it will be inevitable to develop industry policies which are complemented by intensive skills and capacity building investments. This should promote industry development which will be able to absorb much of that labour. Rethinking industry policy in Africa essentially means moving away from those models which are based on low wages policies. It must be based on recognition of fundamental human and worker rights and the principle of decent work. When governments develop incentive packages to attract foreign direct investment, domestic policies should seek to promote job creation, protect the rights of workers, and of women who are often exploited particularly in export processing zones. A development-oriented industry policy should use local resources in mining, agriculture, forestry and fisheries, among others to promote inter-sectoral linkages, for example, the creation of agroprocessing industries. Trade policy will have to be sensitive to strategic sectors such as agriculture in order to ensure food security and also in cognizance of the dependence of millions of people on agriculture for livelihoods, jobs and income. The challenge of inadequate and poor industry and trade infrastructure in Africa calls for massive investments and commitment to implement infrastructure development programmes. Although the New Partnership for African Development (NEPAD) has been criticized for its neo-liberal framework, it has some very useful proposals with regard to industry and trade development and these are ideas which African Heads of State should seriously follow through. As Box 1.1 shows, at the continental level, NEPAD calls for the promotion of intra-African trade by reducing trade barriers among member states, reducing transaction costs and promoting and improvement of regional trade agreements, among other measures.


    At the international level, it calls on African Heads of State to implement strategies to enhance market access for African goods and services into markets of the North and other regions. It also highlights the need to build capacity for member states to engage in trade negotiations, particularly as regards the rules and regulations of the WTO. NEPAD rightly encourages African countries to actively participate in the world trading system based on terms and conditions that take into account the concerns, needs and interests of the region.


    Beyond strengthening physical infrastructure, governments also need to undertake improvements in the regulatory environment and in the conditions for cross-border facilitation. Simplifying and reducing documentation requirements and formalities, lowering the level of fees and charges for importation and exportation, expediting the release and clearance of goods from customs custody, enhancing transparency and predictability of trade-related regulations and fees, and improving border agency coordination (both within and across countries) will lower the transaction costs for trade.


    One of the challenges of moving towards alternative strategies lies in the heavy dependence of a number of African governments on Western countries for budgetary support. Dependence can be reduced by improving the rate of GDP growth and improving the administration and collection of tax revenue and, more importantly, in re-prioritizing expenditure allocations in a manner which promotes industry and trade infrastructure development.


    Box 0.1 : New Partnership for African Development Proposals for Trade Promotion


    At the African level : Promote intra-African trade with the aim of sourcing within Africa, imports formerly sourced from other parts of the world; Create marketing mechanisms and institutions to develop marketing strategies for African products; Publicise African exporting and importing companies and their products, through trade fairs; Reduce the cost of transactions and operations; Promote and improve regional trade agreements, foster interregional trade liberalisation, and harmonise rules of origin, tariffs and product standards Reduce export taxes. At the international level : Negotiate measures and agreements to facilitate market access for African products to the world market; Encourage foreign direct investment; Assist in capacity-building in the private sector, as well as strengthening country and sub-regional capacity in trade negotiations, implementing the rules and regulations of the WTO, and identifying and exploiting new trading opportunities that emerge from the evolving multilateral trading system; The African heads of state must ensure active participation in the world trading system, which has been managed under the auspices of the WTO since 1995. If a new round of multilateral trade negotiations is started, it must recognise and provide for the African continent’s special concerns, needs and interests in future WTO rules.


    Source : New Partnership for African Development (NEPAD) Section 169.


    It must be emphasized that a development-oriented trade policy has to prioritize the concerns, needs and interests of Africa. Wholesale market- based approaches to trade based on comparative advantage, trade liberalization and foreign direct investment, as some aspects of the NEPAD propose, unfortunately, have failed to ensure that Africa’s interests are put at the forefront of negotiations with WTO. Re-thinking trade for development fundamentally implies that negotiations on trade at regional and international levels must be cast in the framework of advancing the interests of African people. Section 171 of the document also contains some useful strategies which should be implemented. It calls for « renewed political action by African countries to intensify and deepen the different integration initiatives on the continent. To this end, consideration should be given to : (1) a discretionary preferential trade system for intra-African trade; (2) the alignment of domestic and regional trade and industrial policy objectives, thereby increasing the potential for intra-regional trade critical to the sustainability of regional economic arrangements’. Trade policy should address the challenges posed by the standards and quality rules in WTO, for instance, the WTO Technical Barriers to Trade Agreement and the Sanitary and Phytosanitary standards which are widely perceived in Africa to have become « de facto » trade obstacles for developing countries. « Aid for Trade » emerged from the WTO Doha negotiation process when in their Hong Kong Declaration of 2005, trade ministers called on bilateral and multilateral donors to increase resources Africa to improve its trade. They endorsed the enhancing of the Integrated Framework for Trade- Related Assistance to least developed countries (UNIDO 2009 :92). The Aid for Trade strategies should aim to help developing countries to build the supply-side capacity and trade-related infrastructure that they need to assist them to implement and benefit from WTO Agreements and, more broadly, to expand their trade. The initiative is to develop trade-related infrastructure such as trade facilitation, transport, port and quality infrastructure.


    Standards set by the WTO are generally considered stringent. African countries therefore need to improve their ability to meet sanitary and phytosanitary standards through better laboratories, standards, and negotiation of mutual recognition agreements, and rich countries need to reduce the degree of cascading tariffs in agricultural processing and move toward the imposition of transparent ad-valorem tariffs. Capacity building in terms of negotiation with WTO and other international trade agencies is also critical. Training is still necessary to develop the negotiation skills of government officials on trade-related issues in the context of international agreements.


    There is need to develop infrastructure for the development of industry clusters which are geared to trade. Spatial industrial policies are necessary to provide a framework of such cluster zones. The main benefit of such clusters is that they provide a clear focus for government investments and institutional reforms designed to encourage the location of firms in a specific locality. Yet, many such zones in Africa have failed to attract a sufficient number of firms to realize cluster economies and, in many cases, they offer excessive subsidies to the few firms that they succeed in attracting. In a bid to attract foreign investors to these zones, governments have offered incentives which have failed to protect the rights of workers. Consequently, zones have been notorious for the low wages and poor working conditions for workers. Recognizing the importance of industry clusters and export zones, a new approach will be necessary to ensure that countries benefit from the economies of scale which they offer whilst at the same time, the cluster offer opportunities for decent work.


    A developmental trade policy has to promote trade amongst African countries through, for example, intra-regional trade. Although there are regional trading blocs such as COMESA, SADC, ECOWAS and the WAC, the volume of trade among African countries is still small as compared to that between Africa and US and Europe. Removal of barriers to the free movement of people and goods within the region will also open up more opportunities for intra-African trade.


    Intellectual property rights are a part of the multilateral framework for trade. Yusuf and others (2003) advocate for the stronger protection of Africa’s intellectual property rights in order to encourage innovation. They also call for increased investments in skills and provision of a competitive business environment that encourages innovation. Several of the region’s more advanced countries can hope to stimulate technological advances if they better protect intellectual property and pay more attention to competition. Stronger copyright laws, provided they can be enforced, may yield some significant gains for domestic software industries as well as the arts and music sectors. Environmental concerns and considerations have to be taken into account in the context of achieving sustainable environment in Africa. Industrialization in the context of sustainable use of resources poses challenges for the continent in terms of technological adaptation, investment in environmentally friendly consumption, production and trading strategies. Policies are necessary to promote ecologically sustainable industrial development especially those that promote cleaner production technologies and reduction of waste during the production process.


    African states can learn some important lessons from the experience of some East Asian countries which have made in-roads in terms of industry development and trade. The United Nations Economic Commission for Africa (UNECA 2008) highlights the factors behind the success of those countries with regard to their industrialization and trade performance. The Commission explains that it was the strategic development vision in East Asia which enabled state authorities to make the necessary choices in terms of investment, financing, subsidies and the provision of institutional support to specific sectors. Accordingly, trade policies were integrated into overall development strategies, but while the dynamism of these strategies in East Asia drove their trade policies, those policies remained passive in Africa. In East Asia, trade-policy tools ranging from tariff and non-tariff barriers, export subsidies and credits to exchange rate policies were used to address development priorities and options. The Commission also argues that building a dense and multi-layered network of institutions makes it possible for growth dynamics to be stabilized and deepened. Sectoral policies then help to strengthen and consolidate the factors leading to growth. Industrial, agricultural or macroeconomic policies help in longterm institution-building that can lead to economic development and improve the competitiveness of national economies. Trade policies are no exception to this rule and must be closely integrated into the process of accelerating growth and improving the national position in the global economy. For this reason, trade policies cannot be analyzed or pursued in isolation from development options and strategies; they form the basic elements of any development strategy and therefore strengthen development options and choices. Trade policy dynamics follow, and must be integrated into the dynamics and evolution of overall development options. From this perspective, trade policies help to reinforce the institutional fabric necessary for countries to develop.


    In Africa, the experience of Mauritius is cited in the literature as a success story. The country used to be a poor, sugar-dependent nation but has now diversified its economy in which manufacturing and tourism are now the major sectors. Some of the policies which the government implemented included the introduction of an effective system of tax incentives to manufacturing businesses, protection of existing importsubstitution industries, duty-free imports for export firms. The government also created an environment which promoted the growth of investments in service industries such as finance and information and telecommunications technologies. Government spending on skills development and infrastructure also increased. Efforts to fight corruption were intensified in order to enhance the attractiveness of the country to investors.


    The failure of trade and industry to develop in most of the African continent calls into question the policies and strategies which have been implemented in the past. Although most countries have shifted from the Import-Substitution Industrialization (ISI) strategy towards and export- oriented approach within the framework of free trade, Africa’s trade performance lags behind that of other regions. Industry development is still small and consequently, primary commodities still constitute the greater proportion of the exports from the continent. Although globalization has opened up many opportunities for developing countries to trade, it is only those countries which are able to compete on the international market that can benefit from trade. In that regard, Africa faces many challenges. Its industry sector is not competitive due to obstacles such as high transaction costs due to poorly developed infrastructure and other logistical constraints and a regulatory environment which is inimical to business development and particularly indigenous enterprises. Even for those countries which have demonstrated capacity to increase their exports, access into developed country markets remains a challenge due to protectionist policies adopted by those countries.


    UNCTAD's Least Developed Countries Report (2006) argues that the development of domestic productive capacities and concomitant expansion of productive employment opportunities is the key to sustained economic growth and poverty reduction in the least developed countries (LDCs). Defining productive capacities as


    the productive resources, entrepreneurial capabilities and production linkages which together determine the capacity of a country to produce goods and services and enable it to grow and develop,


    the Report shows that the core processes through which productive capacities develop - capital accumulation, technological progress and structural change — have been very weak in most LDCs. Consequently, labour productivity is low and underemployment is rampant. This has contributed to the persistence of poverty in the developing countries.


    UNCTAD (2008 :53) also argues that any trade and development strategy should attempt to increase manufacturing exports. This is based on the following key factors. Firstly, that trade in manufactured products has played a central role in the successful development of other regions and Africa can learn from those lessons. Secondly, manufacturing would promote export diversification, something which would reduce Africa’s current vulnerability due to the dominance of primary commodities in its exports. Thirdly, the export of high-value manufactured products would increase foreign exchange earnings and government revenues which, if channelled into development, could improve the development of the continent. Finally, UNCTAD argues that the large size of external markets could also help Africa’s firms to realize economies of scale which are necessary to become internationally competitive. The Commission emphasizes that increasing manufacturing exports is necessary to maintain industrial growth, expand employment opportunities and diversify exports. (UNCTAD 2008 :54).


    The experience of countries in East Asia demonstrates that it is possible to industrialize and to increase the export of high-value manufactured goods and to use the proceeds of such exports to finance social and economic development. Such a strategy calls for a greater role of the state in terms of investing in industry infrastructure and providing the necessary incentives that can stimulate the growth of that sector. The lesson for Africa is that, contrary to the dictates of the « free-market » model, the state has an important role to play in facilitating, planning and financing industry and trade development and in ensuring that proceeds are invested in development that benefits the people. There is controversy about the extent of state intervention in the economy — raising the question of what should be the nature and scope of intervention. The failure of state-owned enterprises in Africa is well known and the author is not advocating for a similar type of state intervention in the economy. Rather, the emphasis should be on the leading role the state should play in terms of engaging local and international investors, identifying opportunities for industrial development and supporting the emergence and growth of industry through infrastructure development, a conducive policy environment and supporting industry linkages which promote learning. The state should also play a critical role in the area of human resource development, so as to develop the technical capacity required for industrialization by investing heavily in science and engineering education and other technical-related areas which are vital for building an industry base.


    Examples of how the state can guide the industrialization drive are provided by the experience of Mauritius and Botswana, two countries which have made some progress in terms of diversifying their economies and developing an industry base.


    Mauritius has used government policies and strategies to diversity a monocultural economy which for over 50 years had depended on sugar production and export. It had benefited from preferential access with Europe, an arrangement which guaranteed Mauritius sugar prices which were 100 to 200 per cent higher than world price. As the agreement was phased out in 2009, the government’s strategy for diversification included development of export-processing zones, duty-free industrialization areas, tax incentives to businesses. It also promoted its services and telecommunications sector.


    Since 1997, Botswana has been diversifying its industry base in order to reduce dependence on diamonds. The industrialization drive has been based on value-added industries in the cattle sector (meat and hides). The government has also promoted the growth of textiles, motor vehicle assembly, electronics, garments and jewellery industries. Policies to attract foreign investment have been promoted particularly for those investors who can manufacture. For instance, in the diamond sector, a Belgian-based diamond company called Eurostar Diamond Traders constructed a new diamond cutting and polishing factory. In Namibia, an Israeli-owned diamond polishing factory was opened; and when it started, it hired 550 workers.


    Another important aspect of that developmental role is for the state to use its capacity to engage in cooperation arrangements with other countries, particularly the emerging industrialized countries of East Asia and Latin America and to forge partnerships which promote bilateral and multilateral agreements on foreign investment, aid, technical support, creation of joint ventures and technological diffusion.


    Re-thinking trade and industry for Africa’s development, therefore, calls for a shift from the current dominant model of primary exports towards more high-value manufactured exports. Such a shift requires strong leadership whereby the state assumes a lead role in terms of planning, designing and implementing industry development policies and strategies which will improve the performance of the local manufacturing sector and also increase growth of manufactured exports. A developmental trade and industry framework fundamentally calls for a people-oriented and people-centred approach where, for example, industry should be developed in such a way that it maximises absorption of the abundant labour resources which characterize the African continent. Strategies to enhance the quality of that labour input are critical because the nature of industrialization requires labour with technical competencies and skills. It should also make use of the mineral and land resources which are abundant in Africa. Investing in the development of institutions will be vital in order to build state capacity for policy development and implementation with regard to promoting industry and trade development. Africa should also strengthen existing institutions such as regional bodies in order to promote intra-African trade. In view of the challenges of market access in international markets, Africa should also intensify its efforts to increase both the volumes and quality of intra-African trade by strengthening regional integration and also improving transport and other logistical infrastructure. African countries should also strengthen their united voice which is critical for negotiations with the WTO, in particular the Doha Development Round which holds promise for enhancing development in much of the developing world.


    In the last 10 years, some African countries have increased their cooperation with other developing countries in the South. The role of China, India, Brazil, the Republic of Korea, Turkey and Malaysia in terms of trade and foreign investment in Africa has increased. Brazil has actively invested in Lusophone countries. India has made some notable investments in Nigeria and the Sudan, Mali and Senegal. The role of these countries in Africa has increased. New trading, investment and finance relationships between Africa and Southern partners present an opportunity for Africa. They also enhance its bargaining power in multilateral negotiations, diversification of the export base and, therefore, reduce vulnerability to country-specific external shocks.


    The Republic of Korea has provided aid to countries such as Angola, Liberia, Senegal, Egypt and Tanzania, among others. Turkey has supported Sudan, Somalia, Mauritania and Ethiopia. China has invested in infrastructure in many countries on the continent. According to UNCTAD (2006), thirty-five African countries have benefited from Chinese infrastructure finance. The report also notes that Southern partners provide more support to the infrastructure and production sectors of African economies than traditional donors who tended to focus on social sectors. Over the period 2002-2007, 54 per cent of China’s support to Africa went to infrastructure and public works. Key sectors which benefited included electricity, transport, ICT and water. A notable feature of the cooperation with Southern partners has been the diffusion of technology and transfer of skills. For example, the RoK’s Korean Overseas Volunteers (KOVs) Programme is said to have despatched 938 KOVs to Africa between 1990 and 2008. These volunteers have provided training and capacity building to a number of African countries. Brazil has also implemented a Technology Transfer Programme through the Brazilian Technology Cooperation Agency.


    At the same time, however, there are challenges which Africa has to deal with. For example, questions have been raised about the focus of the investments of some of these countries in Africa’s natural resources and whether in fact, these new investment and trading relationships are not actually reinforcing the same exploitative relationships which Africa has experienced with some countries in the North. These issues are explored in greater detail in the book. UNCTAD (2010) raises the concern that the rise of the large developing country partners in the global market for light manufactured goods may have a harmful effect on sub-Saharan Africa’s manufacturing exports.


    There are also concerns that Africa’s growing trade relations with the large developing country partners is reinforcing the region’s dependence on commodity exports, thereby inhibiting and delaying structural transformation. Further, the growing demand for commodities has led to a declining trend in the manufactures commodities terms of trade in favour of commodities. Given the growing need for commodities by emerging economies, it is likely that the current terms of trade reversal may be more than a transient phenomenon. This implies that Africa’s industrial development will need to ride against the market tide. Its industrial development will need to proceed, despite rising global prices for its primary commodities and lowering prices for its manufactures. State intervention will be necessary to defy the market from pulling private-sector activity towards low value-added commodities and away from high value-added industry. Industrial policy in Africa is hence necessary to effect a structural transformation that the free market on its own may not command.


    FDI to Africa from developing countries tends to be concentrated in the natural resource sector. Other investment is in transport, telecommunications, finance and light industry.
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