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» lowing the example. A recent study by two Kenyan academics
found about 4,000 cages in Kenyan waters.

An even more important change is the move from traditional
farming to building businesses that can profitably bring technol-
ogy and investment to smallholder farmers. Taita Ngetich, ayoung
Kenyan, was studying engineering when he wanted to earn a little
money on the side. He scraped together 20,000 Kenyan shillings
(about $200) to plant tomatoes. Everything went wrong. The crop
was attacked by pests. “Then there was a massive flood that swal-
lowed all our capital,” he says. Mr Ngetich persevered by looking
into buying a greenhouse to protect his plants from bugs and rain.
The cheapest ones cost more than $2,500 each. So he designed his
own for half the price. Soon neighbouring farmers started placing
orders. His firm, Illuminum Greenhouses, has sold more than
1,400 greenhouses that provide livelihoods to about 6,000 people.
The business does not stop there. He also supplies fertiliser, high-
quality seedlings and smart sensors that increase yields.

Iluminum’s success shows how technology can help even
small farms be more productive. Because such alarge share of Afri-
ca’s population earns a living from agriculture, even small im-
provements in productivity canlift the incomes of millions of peo-
ple. Butover the longer run smallholder farming can go only so far,
especially in the face of climate change and population pressure.

“If we really want to lift people out of poverty we have to finance
projects that will get them an income of at least $100 a month so
that they can pay for health care and education,” says Mr Ngetich.
“Projects that give them an extra $2 a month from growing beans or
maize aren’t going to get them there.” Getting those big jumps will
need better jobs in factories and cities. ®

Take-off speed

Many of Africa’s economies are doing well

PASSING THROUGH the gate leading into the Hawassa industrial
park feels a bit like crossing a boundary between Africa’s past
and avision of its future. On one side three-wheeled tuk-tuks beep
their horns as they swerve around pot holes on the main road run-
ning through this southern Ethiopian town. On the other side
smooth asphalt forms geometric grids around the rows of new fac-
tory buildings that represent one of Africa’s boldest attempts to in-
dustrialise by following in the footsteps of Asia.

The park opened three years ago, yet it already employs almost
30,000 people and has plans to double. Most of the young women
working in it make clothing for companies such as pvH, which
owns brands including Tommy Hilfiger and Calvin Klein. Selama-
wit Malkato, 20, had never seen a factory until she came to Ha-
wassa. Butlastyear she stood with scores of other hopefuls outside
the park’s gates. Her sisteralready had ajob inside, stitching shirts.
The days are long; the pay low; the bosses strict. Still, Ms Selama-
wit travelled 6okm from her home village looking for work in firms
attracted by a supportive government and duty-free access to
American markets. “Beinga large player in the apparel industry we
need to give it a go,” says Vinod Hirdaramani, a Sri Lankan busi-
nessman who has opened a garment factory in the park. “It’'s one of
the last frontiers of apparel making.”

For all the rapid growth in Hawassa and the many other indus-
trial parks that Ethiopia is building, a cloud hangs over its indus-
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trialisation strategy. Turnover of employees is high, productivity
has been lower than expected and exports are growing more slow-
ly than hoped. To be sure, some of this may just be the high costs of
establishing new industries far away from their markets and sup-
pliers and without a ready pool of experienced workers. And the
gap between transport costs in Africaand established manufactur-
ing centres is narrowing, argues Dirk Willem te Velde of the oD1, a
think-tank in London.

Some of the gloom is over a more fundamental question: will
export-led manufacturing play a big role in Africa’s economic
growth or has the continent missed its chance because automa-
tion will give many manual jobs to machines? The question is im-
portant because governments have to decide where to invest
scarce resources—in ports and railways to foster manufacturing,
forinstance, or fast internet cables and film schools.

Most successful economies eventually move away from manu-
facturing towards services. Dani Rodrik, an economist at Harvard,
argues that Africa’s are at risk of doing so without first having gone
through a phase of industrialisation. The risk is that this “prema-
ture de-industrialisation” could leave many African countries un-
able to produce the good jobs and economic growth needed to
catch up with the rich world. Yet such a gloomy outlook seems to
be at odds with what is happening on the ground. Although manu-
facturing’s share of GDP is shrinking in much of the rich world, it
has increased in Africa from a low of 9.4% in 201 to 1% in 2018.
Though there are questions about the reliability of those manufac-
turing data, it is clear that exports are rising sharply. The value of
textiles and clothing leaving Ethiopia has jumped about ten times
since the early 2000s, and about five times in Kenya and Uganda.

The outlook for Africa’s economies is more nuanced than sim-
ply aquestion of them doing more manufacturing or staying poor.
Many countries are expanding into areas that economists are
starting to call “industries without smokestacks”. Some, such as
flower-exports, may not be classified as manufactured goods in
export statistics. But the process of making them looks a lot like
factory work and demands many of the same management skills.
John Page at the Brookings Institution, a think-tank, argues these
industries also deliver many of the benefits of normal manufac-
turing, including lots of jobs. Kenya’s flower industry employs up
to 70,000 people. Horticulture in Ethiopia provides 180,000 jobs.
They are also growing quickly. Kenya’s exports of cut flowers to Eu-
rope are worth almost $700m a year, up from $134min 2000.

Moreover, many are starting to export more services, such as
running call centres. South Africa, the continent’s most developed
industrial economy, sold services worth more than $16bn to the »
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» world in 2017, against $10bn worth of car exports that year. Some
40,000 people are employed in South Africa doing back-office
work, mostly for foreign companies. Its industry has been growing
by more than 20% a year, because it has millions of educated Eng-
lish-speakers and a time zone that makes it easy to work for Eu-
rope, Asia and America. Although operating costs are about 50%
higher than in India or the Philippines, South Africa is able to pro-
vide lawyers or chartered financial analysts who do complex work
remotely for law firms or banks, reckons Everest, a consulting
firm. “Africa has a massive opportunity as a low-cost provider of
services,” says Yasmin Kumi of Africa Foresight Group. Creative in-
dustries such as music and film are booming, too, with African
musicians filling stadiums in the rich world.

The choice for governments over which path to back is not as
stark as it might seem. Faster internet connections are good for the
whole of the economy, not just firms employing people doing digi-
tal jobs. A study by Jonas Hjort and Jonas Poulsen found big jumps
in employment after countries were connected to undersea inter-
net cables. Many of the things that governments should be doing
anyway, such as investing in primary-school education or liberal-
ising electricity markets, are good for growth of both sorts, says
Stefan Dercon, an economist at Oxford University.

Whichever path Africa ends up taking, its progress will be
shaped by two powerful forces: a fast-growing middle class with
rising spending power; and the growing integration of Africa’s
markets. Start with the middle class. There is plenty of disagree-
ment about how big this group is. The African Development Bank
decided that about one-third of Africans were middle-class since
they could spend the equivalent of $2-20 a day. Pew used a higher
definition ($10-20) in 2015 and decided just 6% of Africans were
middle class. Fraym, a data firm, looked at what people own (such
as fridges) and how educated they are and concluded that Africa
has a “consumer class” of 330m people spending $1.6trn a year.

Whatever the exact number, there is little doubt that it is grow-
ing quickly, pulled upward in a group of
countries that are growing steadily richer.
To see them one needs to first strip out oil
producers such as Nigeria and Angola,
which have been hit by lower prices. Then
one needs to look past South Africa, where
growth has been slammed by a decade of
on-off power cuts caused by rampant cor-
ruption in the state-owned electricity utili-
ty. Admittedly this excludes some big
countries, but those that are left, which to-
gether make up about half of sub-Saharan
Africa’s economy, will have notched up av-
erage growth rates of 5-6% a year for the
past decade. Some, such as Ethiopia, had
average growth of more than 10% between
2010 and 2015. Income per person there has
jumped 70% between 2010 and 2017.

African firms still face many difficulties
catering to this source of home-grown de-
mand. Domestic firms operating in Africa’s
fragmented markets are often unable to get
economies of scale that competitors in
Asia reach. They are also held back by
chronic shortages of electricity (some
60om people on the continent are not
plugged in), potholed roads and inefficient
ports. “The biggest problem is the conti-
nent’s inability to develop value chains,”
argues Khaled Sherif of the African Devel-
opment Bank. “Africa exports oil but im-

ports gasoline, it exports cocoa beans and
imports chocolate.”

This may begin to change thanks to ef-
forts to make the world’s largest free-trade
area, scheduled to come into effect in July.
Only 17% of African countries’ trade is with
each other, compared with intra-regional
trade of 60-70% in Asia and Europe. The
United Nations Conference on Trade and
Development (UNCTAD) reckons that the
elimination of tariffs on trade within Afri-
cawould boost GDP by about a percentage point. More importantly
as African firms export to neighbouring countries, they can spe-
cialise and also learn to become more competitive in global mar-
kets as Morocco has done with carmakers and aerospace firms.
“Each plane that’s flying now has something from Morocco,” says
Mohcine Jazouli, the deputy foreign minister. “Sometimes it’s a
piece of an engine, sometimes it’s a piece of the seat, sometimes a
cable, but whatever it is, it has been produced in Morocco.”

Another change is the emergence of a startup culture. Last year
venture-capital funds invested about $1.3bn in new African firms,
an increase of more than 600% over the $20om invested in 2015. It
may take a while for economists to work out what building blocks
went into this startup boom, but one must be the rising number of
educated youngsters—enrolment rates in tertiary institutions
across Africa almost tripled to 16% between 2000 and 2016.

Investing in a business anywhere is always a gamble. But in
many parts of Africa the risks are needlessly exacerbated by gov-
ernments. Foreign investors who have seen regular debt crises in
many African countries assume that their returns will be diluted
by currency devaluations. Many worry about corruption, civil con-
flict or that their businesses will be expropriated. The big differ-
ence between countries that are doing well and those that are not
is how well they are governed and how stable they are. B

“Africa has a
massive
opportunity as a
low-cost provider
of services”

Asia comes to Africa?
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