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Foreword

This book presents the results of a comparative, country-based research
programme entitled Learning to Compete (L2C)—led collaboratively by the
African Development Bank, the Brookings Institution, and UNU-WIDER—that
sought to answer a seemingly simple but puzzling question: why is there so
little industry in Africa? It brings together the results of eleven detailed country
case studies—eight from sub-Saharan Africa (SSA), one from North Africa, and
two from newly industrializing East Asia—conducted by teams of national
researchers in partnership with international experts on industrial develop-
ment; and provides the most comprehensive description and analysis available
to date of the contemporary industrialization experience in low-income Africa.
It also compares the SSA industrial development story with the more successful
industrial development experiences of Tunisia, Cambodia, and Vietnam.

The editors’ Introduction—‘The Pursuit of Industry: Policies and Out-
comes’—describes the motivation for the book and explores some of the
cross-cutting themes that emerge from the individual case studies; while the
concluding chapter sets out the implications of the country cases for policy.
Africa’s failure to industrialize is partly due to bad luck. After a brief period of
post-independence state-led import substitution (IS) the macroeconomic chaos
and subsequent reforms of the ‘structural adjustment’ period brought more
than twenty years of low growth and low investment. By 2000, as African
governments began to focus again on industrial development, Africa was not
simply competing with the industrial ‘North’—it was competing with China.
But the failure to industrialize is due also to bad policy. This book shows a
remarkable similarity in the policies for industrial development followed by
the eight SSA countries: state-led IS, structural adjustment, and reform of the
investment climate. The latter two of these policy regimes strongly reflect the
priorities and dogmas of the aid community. It is fair to conclude that none has
succeeded in sparking dynamic industrial growth. This book demonstrates how
this state of affairs can start changing andwhat is required tomake that happen.

I hereby sincerely express my appreciation and admiration of the academic
and analytical skills of the L2C team and the detailed knowledge of the case
countries brought out so clearly in this volume.

Finn Tarp
Helsinki, May 2016

OUP CORRECTED PROOF – FINAL, 31/5/2016, SPi



OUP CORRECTED PROOF – FINAL, 31/5/2016, SPi



Preface

Meeting the challenge of industrialization will need new thinking both
in Africa and among its development partners. Put bluntly, Africa will not
succeed in industrializing if the conventional wisdom offered by the inter-
national aid community to African governments continues to define their
public policies to spur industrial development. One of the unifying themes in
the eight SSA country case studies in this volume is the predominant role
of donor-driven investment climate reforms. In our view while investment
climate reforms are necessary, they need to be re-prioritized and refocused.
Urgent action is needed to address Africa’s growing infrastructure and skills
gap with the rest of the world.

Formost African countries, investment climate reforms alone are unlikely to
be enough to overcome the advantages of the world’s existing industrial
locations. Drawing from the policy histories of Cambodia and Vietnam
and—because these to a great extent reflect a shared approach to industrial-
ization in East Asia—on Asia’s experience more broadly, we identify three new
initiatives to address Africa’s industrialization challenge.

� Breaking into export markets will need an ‘export push’ of the type
undertaken by Cambodia, Vietnam, and Tunisia: a concerted set of public
investments, policy, and institutional reforms focused on increasing the
share of industrial exports in GDP. Because governments have limited
scope for public investment and public action, the export push needs a
government-wide commitment to focus investments and policy actions
first on boosting non-traditional exports.

� In Cambodia and Vietnam the export push was accompanied by policies
designed to promote the formation of industrial clusters. Spatial indus-
trial policies are complementary to both the export push and capability
building. African governments can foster export-oriented industrial
agglomerations by concentrating investment in high-quality institutions,
social services, and infrastructure in a limited physical area such as an
export processing zone (EPZ)—an industrial agglomeration designed
to serve the global market—but African governments have not yet
succeeded in doing so.
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� Cambodia, Vietnam, and Tunisia each recognized that policies and insti-
tutions for attracting foreign direct investment (FDI) are a key tool in
capability building. The institutional design of successful FDI agencies is
well known. The SSA countries that we studied had all created institutions
intended to attract FDI, but we did not find any examples of high-level
government commitment to the promotion of FDI, and implementation
has not achieved best practice. Building better investment promotion
institutions is essential.

Finally, perhaps the single most important insight to emerge from the
country studies in this book is that any one of the above initiatives taken in
isolation is likely to fail. Two decades of piecemeal reforms have not succeeded
in pushing a single low-income African country over the threshold above
which industrial growth becomes—as it has been in Vietnam—explosive.
Africa will learn to compete only once donors and policy makers accept the
need for a comprehensive strategy for industrial development.

Carol Newman, John Page, John Rand, Abebe Shimeles,
Måns Söderbom, and Finn Tarp
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