Governing Devel-
opment in Africa:
Needs and Responses

AN ANALYSIS OF governing development in African
economies may be focused along three axes: Africa’s urgent
need for economic diversification and structural transfor-
mation, the role of the state in structural transformation,
and how the construction of developmental states might
enhance and hasten the economic transformation process.

In this context, this chapter presents, and expounds
on, the case for developmental states and economic

transformation in Africa along with the key conclusions
and policy recommendations derived from the analysis
in the preceding chapters. After making this analysis,
this chapter then presents some policy recommenda-
tions that the developmental state can follow to ensure
Africa’s economic transformation, and to promote more
rapid, sustained and inclusive economic growth and
development.

6.1 The state, economic diversification
and structural transformation in Africa

The need for diversification and transformation

HOW TO PROMOTE high-level, sustained, inclusive and
clean economic growth has been a main focus of African
countries for decades. Africa’s high growth rates have not
translated into high levels of employment and reductions
in poverty. They are also quite volatile, especially in sub-
Saharan Africa.

From about 1960 to the early 1970s, the continent’s growth
performance was similar to that of other developing re-
gions. During 1973-2000, however, it faltered and then
declined, while other regions achieved higher and less
volatile economic growth rates. During the last decade,
Africa experienced an upsurge in growth, and GDP rose
twice as fast in this period as in the 1980s and 1990s.
This improvement has been widespread, but the roots of

this improvement are traceable largely to the global com-
modity boom, not to transformation. Despite this high
growth level, there is still high and rising unemployment,
high poverty levels and a lack of social safety nets, which

How to promote high-level,
sustained, inclusive and
clean economic growth has
been a main focus of Afri-
can countries for decades.




In the absence of meaning-
ful diversification and
transformation many
African countries continue
to be vulnerable to external
shocks and heavily depend-
ent on informal sector
employment and output.

imply that social development in many African countries
has been limited.

The nature of the recent strong growth surge raises ques-
tions on sustainability and inclusiveness. One of the main
reasons for these two fundamental issues is the lack of
structural economic transformation in many parts of
Africa. Up to the present, the extent of structural trans-
formation and diversification in output, exports and em-
ployment has been limited in most African countries. This
has contributed significantly to the apparent inability of
African economies to achieve high and sustained eco-
nomic growth rates and social development, as well as
to their high growth volatility and unemployment rates.

In the absence of meaningful diversification and transfor-
mation many African countries continue to be vulnerable
to external shocks and heavily dependent on informal
sector employment and output. In other words, high
and sustained employment-generating growth rates in
Africa must be underpinned by substantial economic
diversification and structural transformation. Indeed,
the many African countries that have failed to promote
notable economic transformation continued to heavily
depend on the informal economy which employs more
than 70 per cent of the population (UNECA and AUC,
2010). Informal sector employment is generally more
vulnerable than formal employment and does not provide
decent pay so that the majority of the informal sector’s
workers remain working poor. This further underpins
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the argument for the state to champion economic trans-
formation (see box 6.1).

An economic structure reflects the relative contribution of
the different sectors of the economy in terms of production
and factor use. Hence, transformation entails a change in
an economy from subsistence, through industrialization,
to an industrial or even post-industrial society. Thus,
structural transformation can be looked at as the change
in the sectoral composition of output (or GDP), and that
of the sectoral pattern of the employment of labour, as
the economy develops (that is, as real per capita GDP
increases). Structural transformation usually takes root
in the context of a sustained increase in real per capita
incomes over a fairly long period.

Transforming African economies from low-income agrarian
economies to high-income industrialized economies remains
a major development challenge. Indeed, for Africa, one of
the key lessons of the recent global crisis is the need to have
a diversified economy that can create decent jobs, create
wealth and reduce poverty—hence economic transformation.
Structural transformation will also enable African countries
to withstand external shocks better and improve their trade
position. But with few exceptions, African countries have
not made a meaningful economic transformation, largely
because state leadership has been lacking or ineffective.

The experiences of successful countries present three
important lessons. The first is that there are discernible
common characteristics in the patterns of structural
change and economic development processes in general,
and industrialization and diversification in particular. The
second is that countries that have succeeded in unleash-
ing high growth rates in recent history are not the ones
that implemented the prescriptions of the Washington
Consensus. This is illustrated by the case of South Ko-
rea, Taiwan and China, whose growth policies exhibit
significant departures from the Washington Consensus.
The third and overarching lesson is that the state plays a
central role in guiding and promoting successful economic
transformation. Indeed, the historical evidence shows
that all countries that have successfully transformed from
agrarian economies to modern advanced economies had
governments that played a proactive role in assisting indi-
vidual firms in the process of structural transformation.
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Box 6.1: Dealing with the challenges of the Informal Sector

Modern economic growth theories point out that
structural economic transformation involves a
process of continuous technological innovation,
industrial upgrading and diversification, and im-
provements in the various types of infrastructure
and institutional arrangements which constitute
the context for business development and wealth
creation. However, market mechanisms may not
be sufficient and the government has a potential
role to play in helping firms.

What is certain is that, as with the successful growth
and development experience of many countries, the
state has a key role to play in economic diversifica-
tion and structural transformation in Africa. It is
therefore important for the state that is accountable
and responsive to the needs of its population to
assume its developmental responsibility and guide
sustainable social and economic development in
African countries.

Modern economic growth
theories point out that struc-
tural economic transformation
involves a process of continuous
technological innovation,
industrial upgrading and
diversification, and improve-
ments in the various types of
infrastructure and institutional
arrangements which constitute
the context for business devel-
opment and wealth creation.




The role of the state

Africa’s experience with a range of development approach-
es has not led to genuine transformation. During the 1960s
and 1970s, for instance, many African countries adopted
development strategies in which governments played piv-
otal roles not only as facilitators and regulators but also
as producers, traders and bankers. This approach became
increasingly dysfunctional by the mid-1970s, since, instead
of helping African countries to diversify and grow, it
stimulated large macroeconomic imbalances—unsustain-
able fiscal and trade deficits, high inflation and heavy and
unsustainable internal and external debt.

The need to eliminate these development-constraining
structural imbalances forced many African countries to
accept the SAPs, which were articulated and financially
supported by the World Bank and the IMF. These pro-
grammes focused on stabilizing the macroeconomy, with
trade liberalization and economic deregulation their main
policy pillars. They implicitly assumed that freed market
forces on their own would drive investment and economic
growth, and therefore failed to pay adequate attention to
such deficiencies as endemic market failures, weaknesses
of economic and socio-political institutions, weakness of
the private sector and inadequate physical infrastructure
and human capital. But these were precisely the main
supply-response constraints in many African countries.

Thus, although many African countries managed to
achieve greater macroeconomic stability by the 1990s,

Constructing developmental states in Africa

The case for adopting the developmental state approach is
largely derived from the observed deficiencies of previous
development strategies.

Before African governments can begin constructing de-
velopmental states, they need to address several issues,
primarily the characterization of an effective developmen-
tal state in the African context, the effectiveness of the ap-
proach, the potential pitfalls of state intervention, the role
of stakeholders, as well as implications for intraregional
and continental integration and the continent’s external
economic relations. These are now discussed.
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economic growth rates and social development indicators
remained low and many countries became heavily de-
pendent on external aid. Freeing markets and privatizing
public enterprises did not generate enough investment to
expand output, exports and employment, and the SAPs’
focus on market mechanisms weakened African states’
capacity to design and implement policies to restructure
their economies. Further, the absence of social safety
nets for vulnerable groups in a period of slow economic
growth and high population pressure resulted in rising
social and political unrest.

The response of the World Bank and IMF to some of the
failures of the SAPs was a new development model—the
Poverty Reduction Strategy Paper—in the late 1990s.
Despite a tight focus on poverty reduction, it assumed
that much of its objective would be achieved through
overall economic growth. The more fundamental ques-
tion of diversification and transformation was not directly
addressed.

The above suggests that the development approaches
deployed so far in many African countries have been
inappropriate or inadequate for meeting their economic
and social development needs. This observation, in turn,
suggests the need to rethink the role of the state in Af-
rica’s economic transformation. The failure of earlier
approaches, both state-led and market-driven, points
to another.

Characterization

In an analysis relying broadly on capability-based develop-
ment theory,' an effective developmental state in Africa
can be conceived as one that has the political will and the
necessary capacity to articulate and implement policies to
expand human capabilities, enhance equity and promote
economic and social transformation. These policies must
be derived from a widespread consultative process and
organized public deliberations that are not manipulated
by technocratic and socio-political elites. Among its key
features as discussed in chapter 4 and 5 are:
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» A government that has the political will and legiti-
mate mandate to perform specific, required functions
in the context of a nationally owned development

framework;

» A competent, professional and neutral bureaucracy
that ensures the effective and efficient implementa-
tion of strategies and policies in accordance with
established national development goals;

» An interactive and institutionalized process in
the context of which the political leadership and
bureaucracy actively engage other societal actors
(private sector, civil society, etc.) in development
policy design, implementation, and monitoring and

evaluation;

» A comprehensive development framework in the
context of which national development goals are es-
tablished and the complementarities among social
and economic policies are explicitly embedded;

» A governance system that ensures that the focus,
context, contents and implementation modalities
of the national development programme are fully
deliberated upon and agreed by the full range of
stakeholders and societal actors.

Effectiveness of the

developmental state approach

Weak structural transformation has exposed many
African economies to the fluctuations of international
commodity markets, leading to significant volatility in
economic growth (as seen in earlier chapters). This vul-
nerability to external shocks is due to several interacting
factors. First, African development strategies have been
ineffective in reallocating factors of production from
less, to more, productive sectors as a means of diversify-
ing their economies from primary commodities to high
value-added industry and services. This has prevented
many African countries from fostering the growth that
creates decent jobs and reduces poverty.

Second, natural-resource abundance is often associated
with distorted incentives to diversify, a problem com-
pounded by the continent’s challenging environment

Natural-resource abun-
dance is often associated
with distorted incentives to
diversify, a problem com-
pounded by the continent’s
challenging environment
and climate change.

and climate change. Together, these issues curtail labour
productivity, access to large markets, economies of scale
and production efficiency, and raise production costs.

Third, Africa lags behind the rest of the world in the
quality of its economic and political institutions and its
business environment. This weakness feeds through to
ineffective resource allocation systems as well as weak
incentives for innovative long-term investment and pri-
vate sector development. It also partly accounts for the
continent’s inadequate provision of public goods and
social expenditure.

Finally, many African countries suffer from large deficits
in terms of state capacity and ability to enhance their citi-
zens’ human capacity. Public participation and ownership
of development programmes is therefore often patchy.

The developmental state approach tackles these weak-
nesses. The approach focuses on rebuilding and strength-
ening state capacity with a view to raising its ability to
expand human capacity and promote equitable and
efficient allocation of resources. State capacity comprises
effective political, economic, and social institutions, the
recruitment and retention of competent public servants
as well as a framework that ensures wider stakeholder
participation in policy making and implementation.
Such a capable state, in turn, should generate appropri-
ate incentives, including incentives to spur informal
businesses to enter the formal sector, for economic di-
versification and transformation. The developmental
state approach also targets building and strengthening

119




By addressing constraints,
the developmental state
can generate strong and

sustainable economic and

social development, in the
context of rapid structural
transformation, thereby
significantly reducing
Africa’s vulnerability to
external shocks.

economic and socio-political institutions, and coordi-
nating them effectively.

In addition, the approach provides for macro- and micro-
economic policies specifically targeted at diversification
and transformation. Such policy instruments are also
directed to override the potential negative impacts of
Africa’s endowment, environment and climate change
on the continent’s growth trajectory.

By addressing these factors, the developmental state can
generate strong and sustainable economic and social de-
velopment, in the context of rapid structural transforma-
tion, thereby significantly reducing Africa’s vulnerability
to external shocks.

Avoiding the pitfalls of state intervention

The developmental state approach and its associated devel-
opment strategies and policies place considerable weight
on direct and indirect state intervention in economic
decision-making as well as on influencing the behav-
iour of economic agents. If unchecked, this intervention
might extend beyond what may be needed to correct for
standard market failures and may thus include instances
where markets are supplemented or even supplanted for
strategic reasons. The developmental state approach will
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therefore be vulnerable to the risks associated with state
intervention.

These risks are likely to vary in magnitude and in-
tensity, and may be associated with the behaviour of
regulators, producers and consumers (see box 6.2). In
particular, the entire state apparatus may be captured
by elites or powerful special interest groups so that
the course no longer reflects those goals derived from
democratically organized public deliberations. At a
lower level, weak integrity and professionalism in the
bureaucracy may lead to rent seeking, breeding waste
and inefficiency.

Inappropriate behaviour of regulatory agencies—estab-
lished to set product quality and safety standards and to
ensure producers’ compliance—may result in regulatory
capture, as corrupt regulators are bought by those they
are meant to regulate. Both public and private produc-
ers may also find it more profitable to invest resources
in rent seeking rather than actual production. Similarly,
consumers who receive subsidies may also resell their
allocations for gain.

To avoid these pitfalls, the developmental state can turn
to three main groups: a committed political leadership,
which has an important oversight responsibility to ensure
disciplined and transparent behaviour of all decision-
makers and economic agents; an autonomous and pro-
fessional bureaucracy, which is expected to maintain its
integrity even in the face of strong temptation; and key
stakeholders, particularly civil society and the media,
which have oversight responsibility.

The developmental state also has an arsenal of policy
instruments to eliminate, or at least limit, exposure to
these risks. It can allocate rents transparently and tie
them to agreed performance targets, extinguishing them
according to objectively determined criteria. It can impose
stiff penalties for misuse or diversion of subsidies. And
it can turn to the market as a supplementary means of
maintaining efficiency and motivating economic agents
over the longer term.
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Box 6.2: State ownership, internal control and efficiency concerns




The developmental state
approach requires that the
articulation of national
development goals draw
from democratic public
deliberations involving

all stakeholders.

Role of stakeholders

Stakeholders are generally defined as including all inter-
ested economic agents and social actors. The develop-
mental state is particularly demanding of the capacity to
generate cooperation among various stakeholder groups.
In broad terms, stakeholders have three key functions:
decision-making, coordination of views and activities
and oversight.

The developmental state approach requires that the
articulation of national development goals draw from
democratic public deliberations. The developmental state
therefore has to forge fully encompassing relations that
involve all stakeholders—public, private and civil society.
The public sphere in many African countries typically
covers national (federal) governments as well as state
(provincial) and local governments. Similarly, the private
sector is often grouped by sector (such as agriculture),
size or formal/informal status. These groupings of both
public and private stakeholders may be quite important
for each of the three key functions.

The grouping of key private sector stakeholders helps
establish institutionalized networks through which the
state can interact in synergistic relationships with the
various groups. In this way, state and non-state actors
can share information about new technologies and new
market opportunities, and how to provide public goods
to citizens and businesses efficiently and effectively.

These arrangements enhance public participation and
citizens’ ownership of national development programmes.
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They also improve the state’s ability to work with the full
range of economic agents and socio-political actors. The
interactions that the arrangements permit and encourage
could result in more efficient allocation of resources, and
greater citizen oversight of government, which should
increase both legitimacy of projects and transparency in

governance.

Implications for intraregional

and continental integration

African countries have long regarded regional and con-
tinental integration as an integral part of their collective
vision of the continent’s future. Most African countries
currently belong to one or more of the eight regional
economic communities officially recognized by Africa’s
premier continental organization, the African Union (AU).
These communities are the building blocks of the conti-
nental African Economic Community. Clearly, therefore,
any Africa-wide development strategy to achieve rapid
economic growth, diversification and transformation of
the continent’s national economies will have significant
implications for the existing regional and continental
integration arrangements.

The extent of integration in terms of both negotiated agree-
ments on key policy issues and their effective implementa-
tion varies significantly across the regional economic com-
munities. Adoption of the developmental state approach
by all countries within a community would imply the need
for greater coordination and harmonization of develop-
ment strategies and policies among these countries. In
particular, as barriers to trade and the movement of goods
fall and ultimately disappear as integration deepens and
larger markets form, national planning should give way
to regional planning to ensure that resource-allocation
decisions reflect the opportunities and challenges of the
larger regional markets.

Fuller integration implies freer movement not only of
goods but also of factors of production within the inte-
grated regional markets. This will in turn require further
coordination and harmonization of social policies across
countries within a regional community as a means of
preventing, or at least minimizing, the economic and
socio-political adjustment costs of factor movements.
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When the integration arrangements based on the re-
gional economic communities eventually dissolve into
the continental version, a similar shift must occur from
aregional to a continental planning framework. But be-
fore full implementation of the AU-defined regional and
continental integration agenda, regional economic com-
munities should provide assistance for the joint capacity
building required for more effective national implemen-
tation of the developmental state approach. They should
also help to identify the main cross-border implications
of national strategies, as the basis for discussion on areas
to be coordinated and harmonized.

Recognition of the central role of the state in economic
and social development is not new in Africa. Indeed, in
support of the AU and its NEPAD programme, UNECA
has long advocated a stronger role for the state in the
development process and continues to do so in close
partnership with the African Union Commission. This
advocacy is exemplified by the Lagos Plan of Action and
NEPAD, for both of which UNECA was instrumental. The
UNECA African Alternative Framework to Structural
Adjustment Programmes for Economic Recovery and
Transformation has also emphasized the need for the
state to play a leading role in economic transformation
and to drive development.

Implications for Africa’s

external economic relations

Many African countries maintain a complex web of eco-
nomic relations with countries and regions outside the
continent. They are also members of regional and mul-
tilateral institutions whose mandates cover economic
issues. These relationships directly or indirectly impose
restrictions on the right of African countries to deploy
some of the traditional policy instruments in their de-
velopment strategies. These constraints will make for
significant conflict when African countries adopt the
developmental state approach, which regards the use of
such policy instruments as legitimate.

For instance, virtually all African countries are linked
to the EU through either the Lomé Convention (sub-
Saharan Africa) or the Euro-Med agreements (North
Africa). Similarly, many African countries are linked to
the US through the African Growth and Opportunity

When the integration
arrangements based on

the regional economic com-
munities eventually dissolve
into the continental version,
a similar shift must occur
from a regional to a conti-
nental planning framework.

Actand other OECD countries through the Generalized
System of Preferences. The non-reciprocal elements of
these linkages do not directly impose serious economic
policy restrictions on beneficiary African countries and
can, to that extent, be ignored in the rest of this analysis.

However, the Lomé Convention has given way to the new
Economic Partnership Agreements. These are reciprocal
and are being negotiated by four regional groups in sub-
Saharan Africa. Itis not clear yet what the final agreements
will look like, but it is certain that their reciprocal nature
will impose additional obligations on African countries.
Once the EPAs are signed, the US may well take steps to
turn the African Growth and Opportunity Act into a
reciprocal agreement as well.

Beyond these agreements, most African countries are
already contracting parties in WTO, some of whose bind-
ing agreements outlaw certain trade-related investment
measures. Thus, the membership of many African coun-
tries in WTO already narrows their policy space in ways
that may conflict with the policy imperatives typical of
the developmental state approach.

In addition, key international organizations such as the
World Bank and IMF, and a number of bilateral donors
such as the Department for International Development
and the United States Agency for International Develop-
ment have significant policy advisory roles backed with

finance in many African countries. These organizations
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more state-centred policies that the developmental state

Given the heavy depend_ approach considers important.
ence Of mémy African Given the heavy dependence of many African countries
countries on the Support on the support of these donors, a decision to become
developmental states may have significant implications
Of dOTlOT’S, a decision to for finding alternative financing sources, if the donors
become develo pmen ta l do not waive their—likely—objections. In this context,
states may have Si gnl:ﬁcant hensive development framework and other declarations
. . . . on Africa’s development provide a useful framework for
lmp lications f Orﬁ ndlng al- African countries to address issues of democratic devel-

ternative ﬁn ancing sources, opmentalism and governance.

lf the donors do not waive Democracy, governance and development
their—1lik ely_ ob ] ections. The AU has demonstrated its commitment to strengthen-

the African Union New Partnership for Africa’s compre-

ing governance for development through many instru-
ments (some are shown in table 6.1 and box 6.3). These
show that its policy orientation is situated within a wider
support (to a greater or lesser degree) orthodox neo- commitment to sustainable development, and that demo-
liberal policies and may be reluctant to back some of the cratic governance is not just a virtue—it is fundamental
to the continent’s development.

Table 6.1.
African Union instruments related to democracy, governance and development

Date of Number of Number of
Name adoption signatories ratifications
Constitutive Act of the African Union July 2000 53 53
African Charter on Human and Peoples Rights June 1981 42 53
Protocol to the African Charter on Human And Peoples' Rights on the Estab- June 1998 51 25
lishment of an African Court on Human and Peoples' Rights
Protocol‘to the. African Charter on Human and Peoples' Rights on the Rights of July 2003 46 28
Women in Africa
Protocol of the Court of Justice of the African Union July 2003 42 16
African Union Convention on Preventing and Combating Corruption July 2003 45 31
African Charter on Democracy, Elections and Governance January 2007 37 9
Protocol on the Statute of the African Court of Justice and Human Rights July 2008 22 3

African Public Service Charter January 2011
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Box 6.3 African Union decisions and declarations
on democracy, governance and development




6.2 Policy recommendations

MANY OF THE key issues and debates regarding the
adoption of developmental states in Africa as discussed
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in this chapter lead to specific policy recommendations
that African policymakers may wish to consider.

Enhancing the role of the state in Africa’s economic transformation

It is generally recognized that the state has a central role
to play in the structural transformation of the economies
of developing countries. Modern economic growth theo-
ries and the experience of newly industrialized countries
indicate that structural economic transformation in-
volves innovation and upgrading of industrial processes
and improvements in the various types of infrastructure
and institutional arrangements for which the market
mechanisms may not be sufficient and the government
has a potential role to play in helping firms. This is es-
pecially relevant in the case of African countries, which
face particularly daunting problems. It is also generally

Building African developmental states

The above role is best performed by states that are both
developmental and democratic. African governments
and stakeholders should build and operationalize these
developmental states through the establishment of trans-
formative institutions such as:

The role of the African state
in achieving rapid and
sustained economic growth
and development combined
with deep structural
transformation must be
channeled through a disci-
plined planning approach
based on a comprehensive
development framework.

acknowledged that what is needed for dealing with such
challenges are comprehensive development frameworks
rather than narrow and partial models.

Hence, the role of the African state in achieving rapid
and sustained economic growth and development com-
bined with deep structural transformation must be chan-
nelled through a disciplined planning approach based on
a comprehensive development framework where social
and economic policies interact in a complementary and
mutually reinforcing manner.

> A good constitution, the rule of law, independent
judiciary, representative political institutions, effec-
tive central banks and other regulatory institutions,
good laws and property rights enforcement;

> A competent and professional bureaucracy whose
recruitment and advancement are based strictly on
merit;

» An agency charged with the responsibility of overall
development planning and implementation;

» A developmentalist coalition among committed po-
litical leadership, the bureaucracy, private sector and
civil society around common national development

goals.
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Ensuring the effectiveness of African developmental states

To ensure the effectiveness of African developmental
states in diversifying and transforming themselves, it
is vital to:

» Establish and sustain clear delineation between the
roles of political leadership and bureaucracy such
that the latter enjoys adequate autonomy in plan

formulation and implementation;

Avoiding the pitfalls of state intervention

While extensive state intervention through comprehensive
planning may be required to deal effectively with certain
market failures and other problems, this approach may
also generate problems of bureaucratic failure. Hence,
there is need to institute and implement corrective policy
measures, and:

» Use a carrot and stick approach to rent distribution,
which ensures that recipients of state assistance re-
ciprocate by meeting established performance targets
and quickly eliminating assistance when targets are
not met;

Enhancing stakeholder participation

A critical success factor in the developmental state ap-
proach is the active participation of the full range of stake-
holders in the development and governance processes. In
order to ensure this, it is necessary to:

» Establish democratic deliberative institutions, at all
levels of decision-making, through which all catego-
ries of stakeholders can actively participate in the
development and governance processes;

» Empower these institutions to promote stakeholder
ownership of development programmes, enhanced
citizen oversight over government activities for en-
suring transparency, and sharing of information as
a means of enhancing effectiveness and efficiency of

plan formulation and implementation.

Empower the bureaucracy to transparently determine
the extent and allocation of rents, and the terms and
conditions for their allocation and elimination;

Ensure that the bureaucracy has both the autonomy
and capacity to respond quickly to changing local
and global situations;

Forge close, interactive and synergic relations between
the bureaucracy and the private sector.

Use the market as a supplementary means of main-
taining efficiency and motivating economic agents;

Establish and empower regulatory agencies to set and
enforce product quality standards for all public and
private producers;

Establish competition policy and enforce competition
law against anti-competitive behaviour by public and
private producers.

National development
programmes typically have
significant cross-border
effects in other countries
within a regionally inte-
grated economic space.
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Using intraregional and continental institutions more effectively

National development programmes typically have sig-
nificant cross-border effects in other countries within a
regionally integrated economic space. In order to leverage
the positive and minimize the negative externalities of
such cross-border effects, existing regional and conti-
nental integration institutions should support national
development strategies and policies. Key features are to:

» Harmonize and coordinate key national-level policies,
especially those with significant cross-border effects;

Confronting policy restrictions

When African countries adopt the developmental state
approach, many of them will hit policy space issues in
their relationship with major multilateral organizations
and development partners. It will, therefore, be necessary
at the continental level to:

» Negotiate or renegotiate the relaxation of the policy
restrictions imposed on African countries through

» Undertake joint capacity building, especially in the
critical areas of plan formulation, implementation,

and monitoring and evaluation;

» Use existing regional and continental peer review
mechanisms for ensuring compliance with common
standards, especially those relating to democratic
governance, which are critical for the successful im-
plementation of the national developmental state
approach.

various multilateral agreements (as through WTO);
and

» Seek the elimination of policy restrictions imposed on
African countries through various conditionalities,
policies and practices of key bilateral and multilateral
development partners.

6.3 Conclusions and areas for future research

Constructing and
operationalizing the devel-
opmental state approach in
Africa involves several capac-
ity-building and institutional
reform challenges as well as
new areas of cooperation

and collaboration among key
elements of the public and
private sector and civil society.

THE PERSISTENT PROBLEM of lack of economic diver-
sification and transformation in many African countries
and the volatility of growth induced by the continuing
vulnerability to external shocks constitute powerful argu-
ments for rethinking the continent’s development strategy.
The case for promotion of developmental states in Africa
rests on the observed inability of previous development
approaches to assist African countries in diversifying and
transforming their economies.

Limited structural transformation and diversification in
output, exports and employment has contributed signifi-
cantly to the apparent inability of African economies to
achieve high and sustained economic growth rates and
social development, as well as to their high growth volatil-
ity. During the last decade, Africa experienced an upsurge
in growth, and GDP rose twice as fast in this period as
in the 1980s and 1990s. Rising unemployment, high pov-
erty levels and lack of social safety nets imply that social
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development in many African countries has not kept pace
with the economic growth upsurge. In other words, high
and sustained growth rates in Africa must be underpinned
by substantial economic diversification and structural
transformation. For Africa, one of the key lessons of
the recent global crisis is the need to have a diversified
economy that can create decent jobs, create wealth and
reduce poverty—hence economic transformation.

Structural economic transformation involves innovation
and industrial processes and improvements in the various
types of infrastructure and institutional arrangements
for which the market mechanisms may not be sufficient
and the government has a potential role to play in help-
ing firms.

Constructing and operationalizing the developmental
state approach in Africa involves several capacity-building
and institutional reform challenges as well as new areas
of cooperation and collaboration among key elements of
the public and private sector and civil society. In addi-
tion, given the various historical, cultural and political
differences among African countries, it is unlikely that
one size of the developmental state concept will fit all
these countries. More specifically, the generic form of the
developmental state in Africa will be constructed through
a series of experiments with capacity and institution build-
ing. Similarly, the particular form of the developmental
state that is operationalized in each African country may
well exhibit some characteristics that reflect the specific
circumstances of that country.

The basic components of the developmental state (listed
under the Characterization subsection, above) are the key
features of the developmental state approach. At the same
time, African governments need to take measures to avoid
various potential risks and pitfalls of state intervention.

As in other parts of the world where different forms of
the developmental state have been successfully deployed,
much learning-by-doing and experimentation is required.
This approach is especially demanding of capacity and
institution building, and in many African countries, the
required capacities and institutions may need to be built
or strengthened. In addition, African policy makers need
to acquire more knowledge with respect to several of the

key institutional relationships in many African countries.
Some of the required institutions have not existed before
or have not been used to perform the functions assigned
to them in this new approach.

Further research on the developmental state with par-
ticular reference to African contexts is required, and it
may enhance adoption and implementation of the de-
velopmental state. African countries should include an
inventory and evaluation of the capacities and institu-
tional arrangements discussed above, which would help
to identify existing gaps. Country research is also needed
to isolate and explore the specific channels through which
the developmental state approach can enhance economic
diversification, transformation and socio-economic devel-
opment. Similarly, new research by countries may help to
determine the specific policy measures required to avoid
or reduce the risks of state intervention.

Finally, further research may be useful with respect to
three areas demanding a more regional and continental
focus. One relates to the transition of the developmental
approach from the national to the regional and conti-
nental level. A second is how relations between African
countries and their development partners may need to
be transformed as African countries adopt the develop-
mental state approach. The third is examining how (and
how much) common standards related to governance
established by regional and continental institutions can
be more effectively enforced at the national and local levels
within African countries.

As in other parts of the
world where different forms
of the developmental state
have been successfully
deployed, much learning-
by-doing and experimen-
tation is required.

129




References

Bates, R. H., 1981. Markets and States in Tropical Africa:
the Political Basis of Agricultural Policies, University
of California Press, Berkeley and Los Angeles, CA.

Clapham, C.S., 1996. Africa and the International System:
the Politics of state Survival, Cambridge University
Press, New York.

Elhiraika, A. and Nkurunziza, J., 2006. Facilitating Firm
Entry, Growth and Survival with special attention
to SMEs. African Trade Policy Centre Paper No. 46.
UNECA, Addis Ababa, Ethiopia.

Sen, A. K., 1999. Development as Freedom, Oxford Uni-
versity Press, Oxford, United Kingdom.

Quinn, J.J., 2008. “The Effects of Majority state Ownership
of Significant Economic Sectors on Corruption: A
Cross-Regional Comparison’. International Interac-
tions, 34 (1):81-128.

Notes

1 See Sen (1999).

130 Economic Report on Africa 2011 Governing development in Africa - the role of the state in economic transformation

, 2002. The Road Oft Travelled: Development
Policies and Majority state Ownership of Industry

in Africa, Praeger, Westport, CT.

_______ , 2000. ‘Economic Accountability: Are Con-
straints on Economic Decision Making a Blessing
or a Curse?’ Scandinavian Journal of Development

Alternatives and Area Studies, 19 (4):131-169.

UNECA and AUC, 2010. The Economic Report on Af-
rica: Promoting High-level Sustainable Growth
to Reduce Unemployment in Africa. UNE, Addis
Ababa, Ethiopia.

Shafer, D. M., 1983. ‘Capturing the Mineral Multina-
tionals: Advantage or Disadvantage’. International
Organization, 37 (1):93-119.

Tangri, R., 1999. The Politics of Patronage in Africa: Para-
statals, Privatization, and Private Enterprise, Africa
World Press, Trenton, NJ.




Economic Commission for Africa {® African Union
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Despite progress in some countries, African economies are still characterized by heavy reliance
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diversification and structural transformation as a means to accelerate and sustain broad-based and
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