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Can Africa Develop without Factories”.

challenges

Inclusive growth: Get sufficiently inclusive growth so as to get
a middle class ($1$50 a day) that will be willing to pay for
public goods and will have a stake in functioning government:
Employment: 122 million jobs need to be created by 2020
(McKinsey (2012). Sizelaborforce expected to exceed
China’s by 2035

Broad Crosgountry evidence (sinc€henerySyrquin

Within-sector increases ilabor productivity insufficient: need
resource shift to manufacturing and Services sectors
(especially today to hook up to value chains

So far resource shift has not happened in spite of FDI (X4 in
2000-10 relative to 199000, civil wars cut by half, sharp
reduction in HC (57% to 41%)



Reforms Growth and poverty (1)

End oflost generation(70-95); reformspickedup
and macroeconomidistortionsfell (here)
...growth pickedup; povertydown sharply (here)
... b u povdrtyh\gapwith other regionspersists
(here)
heelasticityof povertyreductionto growth s
variedacrossegionsbut lowerin SSAHere)
Arewe witnessinganotherresourcedriven
boom-bustcycle? liere)




Trade and Industrialization Patterns )2

SSA expolvasketdiversified«asexpected (here)
Exportsurgesnhaveratchet effectandassociated
with real exchange ratelepreciation(here)
Industrializationis poverty reducingmostlyin
initally high-poverty countries here)
Prematurede-industrializationconfirmed(here)
...a s Ethiopiaand Mauritius (here)

Labor has noshiftedto highproductivity growth
sectors(here)

SSA has highborcostsrelative to Bangladesh
andIndia... hdre)




De-industrialization Convergence via serviceg3Y

* Aslatecomers SSA havewer levelsof mfg. VA
and employmentat mfg. peak(here)

 Lackof conditionalconvergencelere)

« Convergencen servicesa possiblestructural
transformationparadigmfor SSA?Here)



Summaryandsomeopen questions

 Reformst+ favorableexternalenvironmentE growtht a n d
poverty | althoughlow elasticityof povertyreductionto
growth)

« Resource$fave notshiftedtowardshighproductivity
growth sectors Movingcosts lackof humancapital?

« SSA has ndékenup laborintensiveactivities Some
possible causes: Labooststoo highbecauseof lackof
appropriateskills? Contribution of : (i) soft infrastructure
Inadequatecontractinginstitutions inlaborandgoods
markets (ii) of hard infrastructure to higtrade costs

« Can the servicsector(now increasinglyradable) help
convergence? Labanarketimplications
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Macroeconomidistorsionsand Reforms i5SAL960-2010

Black Market Premium (%) Reform Index : Giuliano et al. (2013)
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Source: Cadot et al. (2015). Figureotn UNECA (2014asedon GiulianoMishraand
Spilimbergq2013) 8



GDPGrowthandPoverty
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Source: Cadot et al. (2015). Figure 2(@n Rodrik(2011).
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PovertyHeadcountRatio byRegion 19812011
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Note: Povertyheadcountratio at 1.25% perday (2005 PPP)
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PovertyReductionDHC)vs.GDP per capit&rowth
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ResourcéAbundanceand Growth

_ Southis Africaexcluded
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Export Concentration iIBSAs drivenby RR Countries

Source:

GDP per capita (log), PPP
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ExportSurgesn SSA
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In SSAIndustrializationis poverty-reducing mostly

In countrieswith high initialpovertyrates

‘Initial headcount ratio inferior to
median (17 countries)

Industrialization Industrialization
rate < median (9 rate > median (8
countries) countries)

Initial headcount ratio superior to
median {17 countries)

Industrialization | Industrialization
rate < median (9 | rate > median (8
countries) countries)

-45%

Source: Cadot et al. (2015). Figurefrbin PovcalNetand WDI.
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Prematurede-Industrializationn SSA
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Mauritiusand Ethiopiatrajectoriesconfirm premature
de-industrialization(14 more inpapel)
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Decompositiorof productivitygrowth in SSA 1968010
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SSA countries aftatecomerdan industrialization
They exhibitlower levelsof manufacturingvVA
andemploymentat peaksharein GDP
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Highlabor costsin SulbSaharanAfricaseemto explain
the lack of employmentcreationin manufacturing

Countrycomparisons. highmfg. labor costs
In selectedSSA countries relative tindia X

X | LJeodfitrtedNdy regression
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Lackof ConditionalConvergence in SSA
(positiveslope
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Convergence in services possiblestructural transformation
paradigmfor SubSahararAfrica?
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AFD Report

«  Summmanyof report commissioned by th&genceFrancaisale
Développemen{AFD)

 OlivierCadot Jaime de Melo, Patrick Plane, Laurent
Wagner, MarthaNVoldemichael(2016)

“I'/'’ndustrialisation et Tr an-sahariennegpéeut o
elle se développer sans usiffe$AFD, A201510
http://www.afd.fr/iwebdav/shared/PUBLICATIONS/RECHERCHE/Scientifiques/
piers%20de%20recherche/dtapiersrecherche.pdf

English version here
« “Industrialiazatiorand Structural Change: Can Africa Develop without
Factories”

http:// www.ferdi.fr/en/publication/p143industrializationand-structuratchange
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