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I.

UNIDO Report to
the G-20

The Report benefited from:
from:
Contributions provided by 13 international organizations and
financial institutions ( viz: the African Development Bank, FAO,
IFC, IADB, IFAD, ILO, IMF, OECD, UN DESA, UNECE, UNDP, the
World Bank and WTO.)
The Dialogue of Members of the Commonwealth and La
Francophonie with the G20 China Presidency and members of
the G20 DWG in New York, 20 April 2016.

Three rounds of G20 comments on various drafts
More than 150 comments received in total
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Other relevant publications
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UNECA report: “Urbanization and
industrialization for Africa’s transformation”
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II.
II. Why focus on Africa and
LDCs: Facts and figures
•A diverse group of countries in terms of
geography, demography and socioeconomic characteristics, regulatory
frameworks and governing ideologies.
•Differ in industry and technology, skills,
infrastructure, employment, social
inclusion and environmental protection.
But, they are
facing some specific and common
development challenges
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48 LDCs in the world, of which 34 are in Africa
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54 African countries
(48 Sub Saharan African & 6 North
African).
Specific challenges: MICs; oil rich, SIDS;LLDCs
- 34 Least Developed Countries (LDCs)
- 16 Landlocked developing Countries (LLDCs)
- 5 Small Island Developing States (SIDS)
- 19 Middle Income Countries (MICs)
(in 2016 GNI p.c. $1,045 - $12,736; UMIC
>$4,125)
- 1 High Income Country (HIC) (Equatorial
Guinea) > $12,736
Least Developed Countries (LDC)
Middle Income Countries (MIC)
MIC/LDC Overlap
High Income Country/LDC Overlap
(Equatorial Guinea)

Source: World Bank 2015 http://data.worldbank.org/about/country-and-lending-groups [accessed 5 October 2015];
World Bank data - GNI per capita for 2016 fiscal year

Africa and LDCs: Common development challenges
Increasing population growth
Slow process of graduation
Slow structural transformation and industrialization
Structural weaknesses
How to industrialize in the present global economic
setting of intensified globalization, interdependences and
rapid technological change
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Increasing population growth
In 2015, Africa + the non-African LDCs together >1.5 billion, or >20%
of the world’s population.
By 2050, UN projections African population >30% of the world’s
population.
Africa’s workforce is expected to double to almost 2 billion by 2050.
There is a need to create 30m jobs per year, on average between
2015 and 2030!
Ignoring Africa and LDCs means ignoring a huge slice of humanity!
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Slow structural transformation and industrialization

Share of Manufacturing

Share of manufacturing in the GDP:
- LDC lagging behind developing countries.
- African LDCs’ share has been declining since the 1980s, and is lagging behind Asia
and LAC LDCs
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Source: UNIDO elaboration based on UNSD Main Aggregates Database. (http://unstats.un.org/unsd/default.htm)
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MVA per capita

MVA per capita:
Africa and LDCs lag significantly behind developing countries
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Source: UNIDO based on United Nations Statistics Division
(UNSD)
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Slow process of graduation to MIC and HIC status
Only 4 countries graduated out of the LDC category over 1971 - 2014.
Slow graduation from LICs to MICs and from MICs to HICs

Africa is the least globally-integrated continents in the
world: trade in intermediate goods
EU
North
America
East
Asia
LAC

Africa

Intra-industry trade (IIT) scores (0-10) – two way trade of products within the same sector: IIT
growth is associated with and expansion in trade through greater specialization and economies of
15
Source: UNIDO, based on UN Comtrade
scale, FDI, innovation, and the knowledge accumulation

Structural weaknesses
Poor infrastructure:
• The amount of electricity per person in SSA is lower today (excluding South
Africa) than it was 30 years ago.
• Only 290m out of 915m people in SSA have access to electricity, and the
number without access is increasing.
Weak logistics and trade facilitation systems
Labour skills serve mainly low-skilled traditional industries
Institutional weaknesses and governance issues cause high transaction and
trade costs
Absence of accreditation frameworks are barrier to trade
Structural weaknesses are causing slow economic integration at the national
and supra-national level and highly fragmented African market
16

III. Slow structural
transformation and
industrialization in Africa and
LDCs: a challenge for global
community

Heavy social costs:

Number of Poor (million)

- Number of poor in Africa’s LDCs has been rising; the majority in subSaharan Africa (470 million).
- More people are poor in Africa today than in 1990.
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Source: UNIDO elaboration based on World Bank’s PovcalNet and UNSD Main Aggregate Database.
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Most of the labor force trapped into informal, subsistence, lowproductivity jobs, with no contribution to tax base

Yaoundé Mokolo Market

Women are disproportionally affected by the failure to create
decent jobs in LDCs
Vulnerable employment
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Source: UNIDO elaboration based on ILO World Employment and Social Outlook 2015.
Vulnerable employment: unpaid family workers and own-account workers as a share of total employment. Less likely to have formal work
arrangements, access to benefits or social protection programmes, and are more “at risk” to downturns in economic cycles, therefore considered
“vulnerable”.
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Failed reform and slow structural transformation threatening
piece and instability
Unemployment/idleness is the main cause of
participation in rebel groups and gangs
Around 60% of migrants entering the EU
are economic migrants from Africa, and not
from conflict zones (Frontex, the EU’s
border agency)

Source: “Conflict, Security and Development”, World Development
Report
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IV Leveraging industrialization
in Africa and LDCs for
development

Why industrialization matters?
• Rarely has a country evolved from poor to rich without sustained structural
transformation from an agrarian, or resource-based economy towards an
industrial or service-based economy.
• This structural transformation is important to ensure wealth creation
through increased economic integration and productivity.
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Why manufacturing matters for structural
transformation??
Provides decent and highly-skilled jobs;
contributes to the creation of middle class and
democratization
Has a multiplier effect on all economic sectors
and contributes to economic integration
Contributes to increase productivity and
wellbeing of people
Drives technological learning, innovation and
development and division of labour
Contibutes to higher economic resilience
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The world is more interdependent than ever, and Africa
remain the weakest link in economic development!
Without industrialization
• No economic diversification; low productivity and competiveness; higher
vulnerability to external shocks (volatility of commodity prices)
• Poverty prevails and social imbalances aggravate, migration continues
• Unlikely that SDGs can be realized in Africa and LDCs

With industrialization
• Economic dividends: less reliance on commodity revenues for growth;
opportunities for job creation; positive spill overs in the rest of the world’s
production and employment
• Environmental dividend: increasing capacity to deal with environmental concerns
and climate change through stronger absorptive capacity for uptake of new
technologies, including green technologies
• Social dividends: higher tax revenues or social inclusion projects; less dependency
on foreign aid; less migration; millions of youth can enter the labour market
25
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Consolidated regional and global vision for a
prosperous Africa through industrialization
• The New Partnership for Africa’s Development
(NEPAD)
• Accelerated Industrial Development of Africa
(AIDA)
• African Union Commission’s 2063 Agenda: “The
Africa We Want”, and its First 10-Year
Implementation Plan
• The African Mining Vision
• The Business Plan for accelerated Implementation
of the Pharmaceutical Manufacturing Plan for
Africa (PMPA BP), the African Union Commission
• United Nations IPoA for LDC for 2011–2020
• 2030 Agenda for Sustainable Development and
SDGs
• UN GA Resolution 70/293, proclaimed the period
2016-2025 as the Third Industrial Decade for AfricaIDDA3
-

V. Way Forward:
An Agenda for Action

Africa and LDCs have the right mix of factors to industrialize: natural resources,
favourable demographics, urbanization, an emerging middle class, highly
educated Diaspora
Structural transformation and industrialization is never automatic
It largely depends on policies, capacity of government, and the quality of the
governance mechanisms for implementing, monitoring and evaluating policies
Key requirements:

Industrial policy frameworks with balanced social, economic and sustainable objectives
Government leadership and commitment to strategies and policies
Government capacity, competence and legitimacy to mobilize and coordinate the collective
action of society
Policy should be tailored to maximize a country’s latent comparative advantages
Build strong institutions and business climate for private sector development
Set up (or revive) key planning institutions with autonomy to do their work, and
institutionalize consultative and deliberative mechanisms

An agenda for collective actions: seven
thematic areas
1.
2.
3.
4.
5.

6.
7.

Build knowledge-sharing platforms
Promote agriculture and agribusiness development
Invest in education and skill development
Promote low carbon industrialization, green industries and innovative
industries
Promote trade (intra and inter regional); linking local SMEs to GVCs;
deeper regional integration through harmonization of rules, regulations;
infrastructure building, market access. (SMEs employ 80% of the region’s
workforce).
Mobilize domestic and external multi-stakeholder resources
Leverage the opportunities of the New Industrial Revolution (NIR) for
Africa’s industrialization
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1. Establishing knowledgeknowledge-sharing platforms

Build knowledge-sharing platforms for peer-to-peer learning
and best practice sharing; develop exchange programs

Establish a platform for in-depth reviews of countries’
strategies and policy assessment, guiding tools to support
countries in reviewing and mainstreaming their strategies
and instruments—in line with Agenda 2030 and the SDGs.

Facilitate and coordinate research involving IOs, DFIs and
academia on the best policy instruments for pursuing
inclusive and sustainable industrialization.
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2. Promote agriculture and agribusiness development:
to alleviate poverty and foster human development
and address diversification

Source: Wilkinson and Rocha. “Agro-industry trends, patterns and development impacts,” in FAO and UNIDO
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3. Promote education and skills’ development
for inclusive, innovationinnovation-driven growth
1.
2.
3.
4.
5.
6.

Labour skills in Africa and LDCs serve largely the needs of low-skilled,
traditional industries.
Vocational education and training systems need to adjust to labour
markets’ needs: shortage of engineers; widening gender digital divide.
Target skills development for rural women and youth.
Leverage UN-led initiatives, such as the Inter-Agency Network on Youth
Development and its UN System Wide Action Plan on Youth.
IOs should disseminate best practices policies and programmes on
provision of vocational training
Africa risks being left behind if countries do not build their science,
technology and innovation (STI) capacities.
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4. Promote low carbon industrialization, green industries and
innovative industries
1. Address sustainable energy supply, such as the New Deal for
Energy in Africa
2. Formulate harmonized policy and institutional frameworks
3. Invest in transparent management of energy infrastructure
4. Support cleaner production methodologies and technologies
5. Promote joint research and diffuse environment-friendly
technologies
6. Support implementation of internationally agreed
environmental agreements, such as those on climate change
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5. Promote trade and deeper regional integration
1. Invest in continent-wide infrastructure projects and harmonization of rules and
regulations for doing business.
2. Facilitate leveraging of multi-stakeholder resources for investment in trade,
transport and industrial corridors
3. Remove borders and behind-the-borders’ barriers to flows of goods, services,
people, knowledge and information
4. Africa’s FTAs: tripartite Free Trade Area Agreement (TFTA) and the Continental
Free Trade Area (CFTA) to boost intra-African trade and investment.
5. Introduce trade facilitation reforms and discuss approaches to implement trade
facilitation reforms through trade agreements between African countries
6. Successful implementation will depend on Africans’ shared values and identity.
Intra-African trade stands at about 15% of total volume
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6.. Mobilize domestic and external resources
Innovation, skills upgrading and modernizing Africa
requires funds
ODA is stagnant

1.

Reliance on ODA is decreasing, so
financial constraints must be
resolved.

2.

Capacity building for leveraging
multi-stakeholder resources
(domestic and foreign) is called for

35

New business models: UNIDO
Programme for Country Partnership
Ethiopia

4 Agro-industrial parks being created,
$800 million (public and private investment)

Leather city 70 KM east of Addis

Ethiopia, now producing and exporting manufactured goods in all G20
countries
Russia

China
Japan

Germany

India

USA
South Africa

Ethiopia
Brazil

Australia

Turkey

Italy

Saudi Arabia
Canada

France

7. Industry 4.0 and Africa’s industrialization
Internet of Things; Big Data;
Analytics; Cloud computing

Artificial Intelligence; Additive
Manufacturing

Convergent & naturally-driven
technologies
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G20 Blueprint on Innovative Growth

The Industry 4.0 will trigger the new wave of structural
changes in global economy, with different impact on
developed and developing countries:
Outsourcing
Loss of low-end
manufacturing

Insourcing

Kenya could be at risk of losing up to
85% of its jobs because of automation
(World Bank)

Increase of high-end
manufacturing
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The Industry 4.0 will place new requirements on
skills and education
Increasing
demand for highskills / high-wage
jobs

Increasing
demand for STEM
qualifications

Design
Skills bottlenecks
are likely to be
concentrated in
developing
countries
40

Opportunities to leapfrog

Opportunities to
leapfrog
The digital infrastructure:
opportunities for poor Africans
in rural areas

Potential for SME’s to
tap into new markets ;
mini multinationals
Short-cycletechnology-based
industries
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Concrete actions to be taken to navigate the transition
from Industry 1.0 to Industry 4.0 in Africa and LDCs
• Build awareness of stakeholders on the potential of Industry 4.0 for ISID in Africa and LDCs
• Industry 4.0 is already happening in Africa: 3D printing; drones and supply chain
management; artificial intelligence and machine learning to develop the next generation
of prosthetic devices
• Skills upgrading requirements (STEM, Design)
• Strengthen partnerships between companies and research institutes for the application of
Industry 4.0 technologies in Africa and LDCs, in triangular and South-South cooperation
schemes
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UNIDO Partnership with the EU and ACP
European Union

African Caribbean Pacific

Relationship Agreement (1993)

Relationship Agreement (2011)

• Technical Assistance

• Support of inclusive industrialization
promote agro-industries, for job
creation & poverty reduction

• Industrial Cooperation
• Industrial Studies, Analysis

Facts of cooperation (2006-16)

• Strengthen competitive industries, the
private sector and TCB

• More than 100 countries (mainly ACP)
benefitting

• Develop environmentally friendly
industries for sustainable dev.

• Policy and Technical Support for
industrialization

• Investments for industrialization
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Thank you for your attention!
o.memedovic@unido.org
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