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African economies must diversify and industrialise their
economies if its transition into a developed economy is
to be inevitable.
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IS Africa's development inevitable? The conventional
assumption is that all countries and regions will develop - albeit
at different speeds - and eventually graduate from "emerging
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corrupting populist ideology - not unlike many contemporary
examples in Africa.

But the narrative for Africa has shifted remarkably in the past
decade to one that is decidedly positive - "Africa Rising" is what
The Economist magazine labels it. Look across the continent
and you'll see that most of Africa's economies are growing,
strongly propelled over the past decade by high oil and
commodity prices, rising consumer spending and the potential
for industrialisation.

Companies have awoken to the "Africa opportunity" and their
expansion in the region has mostly focused on capturing
consumers and consolidating marketplaces.

But crucially, for companies to build embedded businesses,
Africa's new growth trajectory must be sustainable, Asia-style.

So the question becomes, can Africa's GDP growth translate
into qualitative development across the continent?

To answer this, we need to look at Africa's prospects through
three lenses: its extractive industries; rising consumerism on the
continent; and its ability to industrialise.

On the first point, many people are aware of the "resource
curse", a widespread theme in Africa according to which a
country's development prospects have proved to be inversely
proportional to the natural resources it has.

This is partly because these economies become dependent on
the vagaries of commodity prices determined in international
markets. In many cases these countries also only have a single
resource, be it gold, oil or whatever.

Unable to diversify, their governments are restricted to collecting
limited rents from multinational companies. This is a risk
because investment in a resource is largely an exercise of
investing in an asset with continuing diminishing rates of return.

Without diversification to manufacturing and services, long-term
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a sustainable future.

Looking across Africa, countries with the biggest natural
resources endowments are anything but shining examples of
inclusive growth.

Wealth is unable to trickle down into society from "narrow"
extractive industries, especially in the face of corrupt and
bureaucratic governments.

Even the internal security threats that afflict many African
countries - Nigeria and surrounding fragile states in particular -
are testament to their inability to bring about inclusive growth for
their citizens.

Security problems are the most severe threat to the "Africa
Rising" narrative. Ultimately, governance will determine whether
the resource rents are reinvested into ensuring that African
economies are sustainable.

The second lens is that of the African consumer market.

The most accurate "Africa Rising" story is that of consumer
companies expanding their footprint across the continent to
serve a previously untapped consumer market.

It isn't an exaggeration to say Africa is emerging as the "next
India" - with a similar population and growth rate, though 20
years behind the Indian reform and economic high growth story.

This business model is driven by demographics - essentially
looking to capture clusters of consumers and consolidating this
business through efficient supply chain management.

"First-mover" advantage is crucial in highly fragmented
sub-Saharan markets, and several South African companies
have led the way.

MTN has done this in telecoms, SABMiller in alcohol, Shoprite
and Walmart in retail, MultiChoice in broadcasting and Ecobank
in retail banking.
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a decade from now is how far they are able to climb up the
industrialisation ladder.

I cannot think of a single developmental success story in which
an economy has developed without first industrialising.
Arguably, African governments have not taken advantage of the
past decade's growth spurt to move towards diversification.

But if Africa is to deliver on The Economist's "Africa Rising"
narrative, it is imperative that the economies diversify.

There is only one way to do this: through a sustained and
sizeable investment in people - the need to generate, retain and
create opportunities for talent in domestic economies.

At a policy level, sub-Saharan states will need to forge proactive
business-friendly growth models rather than aid-supported
reactive economies driven by commodity prices that result in
nothing more than dependency.

There are huge opportunities for African countries, not least
from the fact that the value chain of production in Asia is shifting
away from China.

The rising cost pressures on China's manufacturing sector will
cause them to relocate to lower-cost foreign economies.

This creates an opportunity for forward-looking African countries
to emerge as "new Vietnams" - lower-cost destinations for
manufacturing.

Ethiopia is emerging as the best candidate for this role. That
country is already attracting low-end manufacturing from China,
including shoe, steel, cement and vehicle production.

And Ethiopia's "authoritarian developmental" model is conducive
to working with Asian investment, which wants a stable
manufacturing platform.

Justin Lin, former chief economist of the World Bank, calculates
that China could lose up to 85million jobs in the next decade
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