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This report summarises discussions at a series of international conferences organised by the China-DAC Study
Group during 2009-11.

These conferences fostered an exchange of experiences and promoted learning on important topics related to
promoting growth and reducing poverty, namely: Development Partnerships; Agriculture, Rural Development and
Food Security; Infrastructure; and the Enabling Environment for Enterprise Development. The main lessons drawn
from these discussions were subsequently presented and discussed at a policy symposium in Beijing.

During these events, the dialogue among participants from China, African countries and institutions and the donor
community focused on two themes:

i. China’s experience of economic growth and poverty reduction, including the contribution of international
assistance, and its relevance for other developing countries, particularly in Africa.

ii. China’s economic co operation with Africa and the lessons that China and DAC Members can share with each
other to increase the collective impact of foreign aid on reducing poverty in Africa.

The China DAC Study Group is co-chaired by the International Poverty Reduction Centre in China (IPRCC) and
the OECD’s Development Assistance Committee (DAC). Further information on the Study Group and its activities is

available on the Internet at: www. iprcc. org or www. oecd. org/dac/ cdsg
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Foreword

Economic Transformation and Poverty Reduction:
How it Happened in China, Helping it Happen in Africa
Foreword co-signed by Zheng Wenkai and Brian Atwood

Over the last 30 years, China has undergone a profound economic transformation and lifted hundreds
of millions of people from poverty. This process has reshaped the global economy and changed the
economic context for nations and people all around the world.

This report by the China-DAC Study Group gathers together the fruits of an extraordinary discussion
over the last two years among experts and officials from China, Africa and OECD/DAC countries on
the ways in which Africa, and its development partners, might draw on China’ s development
experience.

The China-DAC Study Group was formed in 2009 as a joint venture between the International Poverty
Reduction Centre in China (IPRCC) and the OECD’ s Development Assistance Committee ( DAC).
The establishment of the IPRCC in 2005 serves as an important platform to assemble and share the
story of China’ s admirable poverty reduction record. The DAC Network on Poverty Reduction, with
its focus on the development of productive capacity and the transformation of the lives and welfare of
the poor, provided the initial interface with the IPRCC. From this the China-DAC Study Group
emerged.

The Study Group launched a programme of four major events: on development partnerships;
agriculture; infrastructure; and enterprise development. All were, aimed at sharing experiences and
deepening understanding. The discussions during these events, among Chinese, African, DAC and
other international participants, were dynamic, future-oriented, often revealing and always
passionate. Despite great achievements, China still faces many challenges. We have confidence that
Africans will learn from Chinese experiences, but based on their own reality. There was no attempt in
this series to derive a new consensus.

Two key points did emerge from these discussions that we would like to highlight:

e The first is how much China’ s economic transformation has contributed to its poverty
reduction. The process of reform and opening-up was based on experimentation, monitoring
and the scaling up of successful models. It is this continual process of learning and
innovation, including the explicit effort to draw from advanced international practice, that
has driven China’ s transformation. This involved positioning the roles of government and
market, and absorbing lessons by promoting learning institutions and incentivising human
talent. China continually identifies and confronts weaknesses and emerging new challenges,
such as the major rebalancing of its economy, unsustainable development and the challenges
of globalisation, environmental issues and climate change. This is reflected in its 12th five-
year plan which makes these key public policy reference points.

e The second is that there is a common interest among Africans, Chinese and OECD/DAC
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countries in the emergence of well-functioning economies and states in Africa that encourage
the participation of people in the development process. Rapid poverty reduction and rising
middle classes will furnish the essential human capital for fast, learning-based development
in the 21* century. This is the basic project of African nations and people themselves,
through the African Union and through the whole range of African institutions and
processes. This and the evolution of accountable governments are steadily constructing the
policy basis for economic transformation across the continent.

This report is in two volumes. The first captures the essential points emerging from discussions at the
four events and presents the main findings. The synthesis reports in the second volume place the issues
in the context of the on-going research on China and the development process more generally.

The China-DAC Study Group will now move on from these big themes to engage, with African
institutions, in joint learning processes on development co-operation in specific contexts. The
objective is to create opportunities to learn together and from each other, to improve the collective
impact of development efforts and to enlarge the scope for development co-operation.

We believe that this kind of pragmatic interaction can contribute much to the building of the mutual
understanding and confidence among African, Chinese and OECD/DAC actors necessary to support a
dynamic and sustainable development path for Africa in the context of a rapidly reconfiguring global
economy.

VRSN - e

Zheng Wenkai Brian Atwood
Deputy Director Chair
The State Council Leading Group Office of OECD Development Assistance Committee

Poverty Alleviation and Development, China
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Overview

The experiences and lessons from China’s economic transformation and poverty reduction
have been attracting much interest from both African countries and the international
development community. To respond to this interest for the exchange of perspectives and
experience, the China-DAC Study Group was jointly set up by the International Poverty
Reduction Center in China (IPRCC) and OECD’s Development Assistance Committee
(DAC).' The Study Group is supported by leading Chinese development research
institutions, several DAC members and observers and African experts and institutions.

Through a series of international conferences involving over 500 participants from China, Africa
and the donor community, the China-DAC Study Group has, since 2009, focused this exchange
and learning on four important topics related to promoting growth and reducing poverty: i)
development partnerships; 1ii) agriculture, food security and rural development; iii)
infrastructure; and iv) the enabling environment for enterprise development. Specifically, these
events focused on two themes:

e China’s experience of economic growth and poverty reduction, including the
contribution of international assistance, and its relevance for other developing
countries, particularly in Africa.

e China’s economic co-operation with Africa and the lessons that China and DAC
Members can share with each other to increase the collective impacts of foreign aid on
reducing poverty in Africa.

This note summarises the main lessons learnt through this dialogue on each of these themes. The
essential findings are:

e China’s experience shows, again, that rapid economic and social development in poor
countries can happen, in a context of globalisation, when strong development-
oriented leadership emerges, focused on development performance rather than on
entrenched policies and interests. In such a context, the articulation of a national
project for economic transformation within a generation, motivates and activates
people across the country in a new national consensus.

e As in the case of China’s economic transformation, international assistance can
support and speed up Africa’s transformation and poverty reduction process,
when conceived and designed in this transformation framework.

' For further information on the China-DAC Study Group and its activities, see: www. iprcc. org or www. oecd. org/

dac/cdsg
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Economic Transformation and Poverty Reduction

Economic transformation is the process in which a poor, rural-based country becomes a middle-income
country with a rising share of industry and services in gross domestic product ( GDP) and
employment. Productivity and income per capita and job creation grow fast. In this process,
agricultural productivity rises, while labour moves from farms to towns and cities, and there is a
demographic transition as birth rates fall. The economy becomes involved in global supply chains in
ways that generate continuous learning by doing and up-grading of enterprise-level capacities
(1. e. dynamic capacity development). A supportive, developmental state provides vision, planning,
budgeting, co-ordination and the means for participatory national engagement. Infrastructure
investment and institutional development are dynamic elements of economic transformation.

What is so striking in the last sixty years is that the transformation process can change poor
developing countries into prosperous countries in only a few decades, with a dramatic fall in
poverty rates. China stands out as a notable and recent example.

China’s growth and poverty reduction process over the last thirty years

Agricultural reform and development initiated China’s growth path and provided the foundation
for a wider urbanisation/export-oriented growth process. A village-based experiment with
changing land tenure arrangements for families provided a critical new incentive for production, and
when quickly replicated across China, generated a major increase in food supplies and incomes.
Backed up by public investment in rural infrastructure, enterprise and technological
improvements, the rural surpluses generated by small farms became the basis for a whole system
of national economic development through the transfer of capital and labour to towns and cities from
an increasingly diversified and productive agricultural sector.

An early experiment with a special economic zone (SEZ) in Shenzen opened the way for a supply
chain-based model of industrial learning, which was also replicated in other SEZs and various other
industrial clusters and networks. Progressive liberalisation of the domestic market with extensive
privatisation, created a highly competitive enterprise-based economy with extensive regional and
national transport linkages. The Chinese authorities actively sought international aid and
investment as a supplement to national resources, not as a major on-going financing stream. They
saw and managed foreign aid and investment as a means to acquire know-how and management
skills to speed up the modernisation of Chinese agriculture, industry and infrastructure. China
joined the WTO through a process that generated wide discussion and learning in China about
engagement in the global economy. Bilateral and multilateral donors have provided considerable
expertise, knowledge and training, bringing in world-class analytical methods for public
management and economic development, including poverty reduction.

The state and provincial and city authorities have been active supporters of enterprise
development through the provision of infrastructure, often on a cost-recovery basis, and the
expansion of the science and technology base. The institutional infrastructures for higher education,
including management training, were developed at scale. The enterprise sector has flourished in
this context, with fast learning processes from engagement in international supply chains and joint
ventures with foreign investors as well as major programmes for Chinese graduate scholarships abroad
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and schemes to attract back Chinese expatriates and engage eminent international experts. Close and
forward-looking interaction between state authorities and enterprises has been an integral part of
the growth model.

The private sector has been substantially developed and has become now the dominant source of
employment (over 90%) and income (over 70% of GDP). Although there are still a significant
number of large state enterprises and the financial sector is dominated by state banks and other
institutions, they are market oriented often with extensive external business linkages, including in
Africa. (The Industrial and Commercial Bank of China - the ICBC - owns 20% of the Standard Bank
in South Africa).

The immense transformation process over the last 30 years has not been accomplished without
serious economic, social and environmental costs: structural economic imbalances, a rural-urban
divide, land rights issues, internal migration stresses, natural resource degradation associated with
intensive farming and social disparities across China, with a high degree of income inequality,
including the persistence of extreme poverty which still affects over 170 million people. As described
below, these challenges are now the focus of attention of the Chinese authorities.

Dynamic capacity development

China’s experience shows again, that rapid economic and social development in poor countries can
happen, in a context of globalisation, when strong development - oriented leadership emerges,
focused on development performance rather than on entrenched policies and interests. In such a
context the articulation of a national project for economic transformation within a generation,
motivates and activates people across the nation in a new national consensus.

Interacting with the rich sources of ideas and global knowledge available through flows of trade,
investment, aid and people, such a project releases human energy and productivity, generating
dynamic and diversified capacities, and creating a modern, enterprise economy that integrates the
nation and links into regional and global economic dynamics.

Transformation experiences are not uniform. They are highly contextual and diverse. But they all
consist of a dynamic learning process, starting from the initial conditions of each country and then
progressively and pragmatically building on existing strengths. The on-going process of learning and
dynamic capacity development soon begins to change the economic and life possibilities for millions of
citizens, with multiplying centres of initiative and enterprise. The growing range of emerging
economies today, including China, India and Brazil, each provide different variations of this basic
underlying process.

The China-DAC Study Group found that economic transformation and its dramatic impact in
reducing poverty became a recurring theme in each of its events. Dynamic capacity development
was an explicit topic in the event on Enterprise Development. The implications of this approach
are reflected in the lessons detailed below.
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Economic transformation is possible in Africa within a generation

A consensus is building, in both private and official appraisals, and in OECD as well as
emerging market countries, that Africa will be the next big emerging region. It is well-placed to
benefit from the new sources of demand, investment and technology in the multipolar global economy;
poverty is declining on the whole; the HIV/AIDS challenge is now being kept in check in most
countries; the trajectory of progress towards the Millennium Development Goals (MDGs) has been
striking on some fronts, and there is still the possibility of reaching the targets by 2015 in many
countries.

Governance trends have been positive, though not universally. Breaking out of recurring
situations of fragility remains a frontier for those countries where the transition from a
patrimonial state to a capable state is still work in progress. A national economic transformation
project may in fact provide the way forward in such cases as a rallying point for a new national
consensus.

Overall, this last decade has been the best for Africa since independence, and Africa is enjoying
one of the highest economic growth rates in the world, projected to reach 5% in 2011, up from
4.7% in 2010 after a quick rebound from the global recession of 2009. Recent debt relief initiatives
have markedly reduced debt burdens and improved creditworthiness.

Employment growth remains constrained by a still narrow export and production base. But with
population in sub-Saharan Africa projected to rise to 963 million in 2015, up from 517 million in
1990, there is a promising market with dynamic human capital. A new middle class is rising. The
potential for fast growth and structural transformation is thus enormous and in a world where ideas
and organisation are the key drivers of growth, Africa could see very fast progress towards
middle-income status and large-scale poverty reduction in the coming decades.

The transformation process in Africa could even be faster than elsewhere, given the possibilities
for global economic structural change and technological leapfrogging. Affordable tablet devices for
web connection coupled with the undersea fibre-optic cables now in place, small-scale solar
technologies, and nanotechnologies for, inter alia, plant breeding; such technological advances are of
huge relevance to the particular geography of the African continent and can transform development
prospects on many fronts, economic, social and political. Another new 21" century phenomenon is the
scope for interaction with the range of newly emerging countries, including China, India, Brazil and
others, that are creating the new, multipolar world economy of today, further enriching the flow of
ideas and knowledge from which African countries can draw.

Thinking in terms of a transformation paradigm itself changes the way in which a country sees
itself, and is perceived.

The China-DAC Study Group, with strong involvement of African officials and experts, has been
assessing how economic transformation in Africa can happen, against the background of the Chinese
experience, and how collective aid efforts can help in the wider transformation process.
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What makes rapid transformation processes possible? Development as a learning process.

The common features of the transformation process are deeply connected to the fundamental sources of
economic growth - ideas, innovation and organisation. This is what is replicable with development-
oriented leadership. And these sources of growth are becoming more powerful than ever as knowledge
accumulates and disseminates faster than ever before in history, as China’s record shows.

A dynamic learning process takes hold in a country via interactions with new ideas, products and
organisational models that are increasingly abundant in the multipolar, connected, global economy of the
21" century. Business models that are found to work locally, become widely replicated and then
progressively improved, in an endogenous process of continual upgrading, across the economy -

agriculture, industry, infrastructure and services.

The state shapes the overall economic policy framework and the human and institutional incentives and
capacities to absorb and spread ideas and organisational processes. That generates an expanding,
entrepreneurial enterprise sector, in the formal economy, able to participate in competitive local, regional
and global value chains. The state plays an active role in supplying "hard" and "soft" infrastructure at
each stage, generating large externalities which are essential to the growth process. Rising employment
and incomes stimulate the local economy and create new jobs. Poverty rates begin to fall dramatically.
Intensive feedback mechanisms between the state and the enterprise sector identify what is working and
what needs corrective action. Performance, rather than established interests, becomes the reference point
Jfor policymaking. The state invests attention and resources in entrepreneurship and innovation, which are
undersupplied in a poor economy. Economic and social change becomes transformational rather than

incremental.

African institutions are paying much attention now to how to foster the developmental state in Africa. This
was the central theme of the Annual Joint AU/UNECA Meeting of African Ministers of Finance, which
produced a set of recommendations for fostering the developmental state in Africa. The latest joint Annual
Report of the African Union and the UN Economic Commission for Africa provides a comprehensive
prospectus for how developmental states could lead the economic transformation process in Africa. The
African Centre for Economic Transformation, based in Accra, is conducting case studies of African
countries using the transformation lens and will publish an annual African Transformation Report from
2012.

References

Ohno, Izumi: Industrial Strategies and Enterprise Development: Views from East Asia. Presentation to the China-DAC Study Group
event on Enterprise Development, Addis Ababa, February 2011

Sheng, Andrew: Is the Chinese Model Replicable? Presentation to the Conference on Macro and Growth Policies in the Wake of the
Crisis, IMF, Washington DC, March 7 -8, 2011

Jones, Charles and Romer, Paul: The New Kaldor Facts: Ideas, Institutions, Population and Human Capital. National Bureau of
Economic Research, Working Paper 15094, June2009

Lin, Justin Yifu: New Structural Economics: a framework for rethinking development. World Bank; Policy Research Working
Paper, WPS 5197, February 2010

Juma, Calestous: The New Harvest: Agricultural Innovation in Africa. Oxford University Press, 2011

Li, Xiaoyun: To Develop Agriculture-Led Growth and Poverty Reduction in Tanzania. International Poverty Reduction Centre in
China (IPRCC) and World Bank, July 2010

UNECA and AU: Economic Report on Africa 2011: Governing Development in Africa - the role of the state in economic

transformation. March 2011

Volume One: Main Findings and Policy Implications



Economic Transformation and Poverty Reduction: How it happened in China, helping it happen in Africa 7

Key Elements of China’s Experience

The following are the fundamental elements in China’s success in massively reducing poverty and
creating a middle-income country and will continue to underlie China’s on-going efforts to address the
many remaining challenges that China has identified for its development, adjustment and social well-
being.

The responsible development-oriented state

Making economic transformation the central guiding objective of government, as China did in
the late 1970s, with its reform and opening up policies:

e Provides a basis for wide consensus and participation across society in a national project.
e Drives pragmatic, evidence-based policy making and close on-going review of performance.

e  Makes performance in terms of growth and poverty reduction the test for policies and
resource allocation.

e Strengthens learning and innovation.
e Exercises discipline on the efficiency and effectiveness of both government and enterprises.

e Puts a high priority on policymaking capacity and investment in research and extension
capacities in universities and institutes and linking them to ministries and the decision and
implementation processes.

e Encourages the emergence of a well-educated professional middle class and attracts talented
people to return home to work for their countries.

Self-reliance and ownership

Self-reliance has been a fundamental principle of Chinese strategy. This principle is imbedded
deeply in China’s strong ownership of its own development path while absorbing knowledge from a
wide range of external actors, including investors and experts, and engaging with bilateral and
multilateral policy processes:

e China has been developing its medium and long-term development strategies in relation to
on-going changes in the national and global context and uses its Five-Year Plan instrument to
implement those strategies with adjusted policy interventions.

e  External support, such as foreign investment and aid, is incorporated within those strategies
and policies, which makes this external support more effective.

® Policy development and technical capacities have always been central policy concerns,
providing a basis for monitoring and accountability systems at both the central and local
government levels.
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Performance-based public management and decentralisation

Development-oriented leadership required a high quality public management corps for policy
formation and implementation at central and local levels:

e Selection procedures for civil service and political office were reformed to require
educational attainment, hands-on experience and proven individual performance.

e The central planning system was replaced by a market oriented planning system.
e Significant decentralisation generated bottom-up initiatives that were widely replicated.
e Development competition between cities and towns fostered increased growth and poverty reduction.

e Taxation system reform reinforced local revenues and budgets.

Policy research capacities and innovation systems

The transformation process is intensive in on-going policy testing and adaptation based on
evidence. China has created an extensive set of institutional capacities in the hard and soft sciences to
enable the analysis of performance, problems and solutions. The experiment-evaluate-scale up success
principle is widely applied and rapidly implemented. This has demanded the expansion of higher
education and the development of research institutions linked to policy decision making and
implementation. World expertise has been sought and attracted through incentive schemes,
international partnerships and often via aid programmes.

Feedback mechanisms for identifying and addressing challenges

China’s impressive transformation has also generated stresses and imbalances both internally and
externally, as noted above. These major challenges are identified and addressed in the new five-
year plan which includes policy actions aimed at:

e  Focusing more on the quality of growth and improving the functioning of accountability systems.

e Tackling income and regional disparities, including rural/urban income and equity issues.

Raising domestic consumption and reducing reliance on external demand.

Repairing environmental damage, including farmland degradation, and managing urbanisation.

e Eliminating extreme poverty through targeted measures for the still large numbers of very
poor people.

Responsible development-oriented government remains essential in a more diverse and complex
economy and society:

e  With the challenges of becoming a high-income country and an active part of the global
governance system, China’s policy review and adjustment processes, informed by feedback
mechanisms and global change, are more important than ever, both domestically and
internationally.
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Development Strategies and Development Co-operation
in Africa

Economic performance and the state in Africa

Responsible development-oriented states with a national project for economic transformation are
the key to Africa’s progress and the reduction of poverty.

This was the main message that African participants conveyed throughout the China-DAC Study
Group’s four events.

Well-functioning states in Africa are also a common interest of Africa and its economic partners
as more extensive economic linkages with Africa are created; and they are a common interest of
the international community as a whole as it works on global public goods agendas, including
peace and security, health, migration and climate change.

Africa Grows Fast when Policy Syndromes are Avoided

African research on the growth record and prospects presented at the China-DAC Study Group’s events
showed that in the period 1960 —2000, four recurring problems had cost over 2% per annum in lost per
capita income growth, accounting for almost all of Africa’s shortfall, relative to successful developing
regions: i) counter-productive economic incentive structures; ii) “boom and bust” public finances; iii)
elite and ethnically-based income and wealth capture, sometimes involving large-scale corruption by a
few; and iv) state failure or breakdown. Where these problems had been avoided or overcome, African
country growth rates were among the highest in the world. The research showed that constitutions
providing for a constrained executive, particularly with term limits, would largely work in resolving these
problems.

Reference

Fosu, Augustin: Taking the African Growth Process Forward: Avoiding Policy Syndromes; Presentation to the China-DAC Study
Group Event on the Enabling Environment for Enterprise Development, Addis Ababa, February 2011.

Fosu, Augustin: Understanding the African Growth Record: the Importance of Policy Syndromes and Governance. UNU-WIDER
Discussion Paper 2009/2

The basic ambition of the African Union, widely supported by the international community,
including China and OECD/DAC members, is to ensure that African countries become
responsible development-oriented states, enjoying peace and stability.

Economic governance and regional integration:
The evolving framework for African development

The strategic importance of economic governance and regional integration was a major message
from African participants in the China-DAC Study Group’s events.

Africa’s leaders have been creating the policies and structures for peace and stability and
economic transformation across the continent. In the last decade, African countries have made very
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significant progress in improving economic policy, at both macroeconomic levels and at sectoral and
microeconomic levels. Progress has also been made in reducing civil and regional conflicts, but there
are remaining challenges of elite and ethnic capture of resources, corruption and state breakdown.

For some decades following independence, most African countries relied on long-term external support
for policy analysis and advice, whether from international organisations or professional consultants.
And the small population size of many African countries means that the cost of creating their own
policy analysis and research capacities is high.

Progressively, however, African institutions have created shared capacities for policy analysis
and review, across a range of fields, including political development, regional integration,
infrastructure, gender issues, agriculture, science and technology, and information and
communications technologies.

The regional economic communities are working to enlarge and integrate the economic spaces in
Africa. In conjunction with the African Union and other institutions and processes, they are
developing plans and programmes to join up the vast continent, so that its human and natural wealth
can be fully but sustainably turned into widespread prosperity for Africans.

Africa’s pathways ahead: Some key orientations

The prospects for economic transformation have never been better in Africa. The higher growth
performance in the last decade in Africa reflects an underlying trend towards improved economic
governance in Africa and the resolution of many, if not all, conflicts. The African Union and its
structures and agreed policy frameworks on political and economic governance, supported by the UN
Economic Commission for Africa (UNECA) and the African Development Bank (AfDB), have made
a large contribution to this.

The new prospects also reflect the impacts on natural resource demand of emerging economies.
These prospects could speed up the resolution of remaining problems of fragility and conflict as the
incentives to be part of the African growth story and regional infrastructure programmes become much
stronger.

In the light of the discussions at the China-DAC Study Group’s events, some key orientations for
African states and organisations and their development partners to share include:

e Make a green economic transformation within a generation to flourishing middle-income
modern economies with low poverty rates, the key framework for thinking about Africa’s
future.

e  Support the emergence of responsible development-oriented states and address risks of
state capture, conflict and breakdown, by ensuring, through transparency and national and
international accountability systems, that income and natural wealth is harnessed for national
projects of economic transformation.

e  Exploit the opportunities at hand now for agricultural modernisation, both small and large
scale, to generate a widespread growth dynamic with supply chains and economic linkages
that integrates the national and regional economies and joins up with global markets. Small
farmers, men and women, take on the character of entrepreneurs in this modern sector,
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generating incomes and helping to correct high malnutrition rates.

e Support the development of African regional knowledge platforms and centres of
excellence as a means of speeding up the acquisition of technology in agriculture and in other
areas.

e Think and work in terms of increasing the momentum on regional integration and the
creation of regional and continental economic dynamics and infrastructure.

e Adopt the dynamic capacity development approach to enterprise development, starting
with current strengths/advantages, with on-going adaptation and interaction between the
state and enterprises to promote fast learning and capacity building in both the public and
private sectors.

e Take trade, investment and aid as opportunities to speed up learning processes, acquire
technologies and management models and skills that can be adapted to the African context.

e  Support the emergence of a creative middle class through upward mobility and attracting
expatriate talent to return home in the context of the national economic project for economic
transformation, to provide the entrepreneurial skills and the well-educated human resources
needed to manage a more complex, more organised economy that engages in regional and
global markets.

Dynamics of development co-operation in Africa

The rapidly evolving multidimensional role of China in African development was widely
welcomed at all of the China-DAC Study Group’s events as providing new scope and new
diversity in Africa’s external economic relations.

China and OECD/DAC countries all have long traditions of providing aid and wider economic co-
operation to Africa. Their enterprises, both state and private, play large roles in African development.

While OECD/DAC countries have accounted for the major share of trade, investment and aid flows
with Africa, the current dynamics of Chinese trade and investment and aid are making it a key
driver in African development.

The Chinese government’s “Going out” policy encourages Chinese enterprises to invest abroad,
partly to help diversify China’s large reserves of foreign exchange. Many Chinese aid projects are
being structured on an enterprise basis to generate sustainability. And China, along with OECD and
other countries, is investing to expand oil and mineral resource supplies.

There is major scope for China to increase further the scale of its trade, investment and aid to
Africa. This will depend on the effectiveness and the sustainability of the growth trajectories of its
African partners. It will also involve working with the larger agendas for regional integration and on
the successful functioning of the architecture for peace and stability in Africa.

China’s institutions for planning and delivering aid and other official financial resources have
evolved significantly since the mid-1990s, with the creation of special financial institutions and the
development of co-ordination systems among Ministries. The financial institutions are capable of
putting together large packages of financial support for infrastructure.
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The China-DAC Study Group was impressed at the readiness of the Chinese authorities to be
involved in transformative investment and infrastructure packages. The readiness of China to be
involved in inter-regional infrastructure was also welcomed and encouraged, building on China’s
engagement in the co-operation on African infrastructure. How Chinese financing terms might affect
the competitive position of African investors and construction companies was a question raised for
consideration. And providing more opportunities for local companies by relaxing its tied aid practices
would be a significant contribution by China to helping African enterprise development.

There are questions on sustainability and transparency, which are important for the full ownership
and accountability of the developing countries concerned. In order for African countries to be fully in
the driver’s seat in their relations with development partners, it will be important for them to have
more complete information about levels and conditions of assistance and on the effective terms of
various commercial deals that partners are bringing to the table.

DAC countries are rebuilding their development support for Africa in the fields of agriculture
and infrastructure, after two decades of decline in these areas. They are also focusing in the
context of the Paris Declaration on Aid Effectiveness and the Accra Agenda for Action, in partnership
with African countries and other development partners, on supporting strong developing country
ownership, country public management systems, results-focussed approaches and local accountability.
Providing more predictability in aid flows and working in longer time frames remain challenges in this
context.

Africa’s external economic linkages are also being enriched by the activity of other emerging
market economies. A new set of comparative advantages and complementarities is emerging in
Africa’s foreign economic relationships and it is important that African countries are able to shape
these interactions in terms of their own development frameworks and determine their own development
paths.

Assisting African countries to have independent development capacities is a basic, shared
objective of China and OECD/DAC countries. Current developments in Chinese and DAC co-
operation policies which promise to improve the coherence and quality of the support for African
development include:

e The publication by China of two government White Papers.
e The agreement that the African Union will now be a full member of the FOCAC.

e A public statement by the DAC welcoming the increasing role of emerging countries as
providers of development assistance.

e The preparations for the Busan High-Level Forum on Aid Effectiveness.

Transparency and corporate social responsibilities

Enterprises, African and foreign, will have a key role in shaping the future development path for
African countries. Against this background, corporate social responsibilities and green growth
challenges and opportunities are important areas for co-operation among all development
partners. The China-DAC Study Group linked into relationships between Chinese and African
employers, enterprises and experts in the area of labour standards and supply chain management.
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An African platform for discussing corporate social responsibility issues could play a role in this
context.

China, OECD and other countries whose enterprises are active in Africa have a major interest in
contributing actively to the development of African economic governance arrangements in these
areas.
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Lessons for Development Co-operation

What China can learn

China has devoted much high-level attention to African development over the decades, with
regular visits by top leaders and, in the last decade, has created the FOCAC and associated

processes for articulating and implementing its assistance to Africa. A new China-Africa Research

Centre has been set up. China participates in UN peacekeeping missions in Africa. It has also created

financial institutions and instruments for official development financing. The special advantages of

Chinese aid in speed and cost, especially in infrastructure and construction, and its responsiveness to

local requests are appreciated in Africa. In the last few months, China has published two significant
White Papers:

On trade and economic co-operation with Africa which expressed China’s desire to work
with others to jointly promote peace, development and progress in Africa.

On foreign aid, which provided an overview of China’s aid efforts and policies over the
past decades and announced a new interministerial co-ordination system for managing its
foreign aid and plans to increase aid quality and to work and learn with international
development partners in this respect.

The China-DAC Study Group found that China could contribute further to African
development by:

Bringing more of its transformational thinking into its policy dialogue with Africa.

Helping to show how the learning model of development can work to build the capacity
for diversified participation in the global economy, including through learning from
foreign aid and investment.

Supporting African Union structures and policy frameworks and working more at the
regional and subregional levels, including to develop interregional infrastructure and
knowledge platforms.

Helping African countries to learn from the ways China successfully managed aid and
foreign investment, particularly through integration of aid project management into
regular ministry structures.

Being more transparent in its aid programming and the terms of its financing, and
assisting African countries in the assessment of financial sustainability issues.

Helping to implement African and international codes on corruption, resource revenues
and corporate social responsibility.

Strengthening knowledge about African conditions among aid staff working on and in
Africa.

Working on its aid quality agenda and introducing a systematic approach to its aid
management systems, including planning, monitoring and evaluation systems.
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What OECD/DAC members can learn

OECD/DAC members provide a wide range of support to African countries, including project,
sector and budget support. They have been working with African countries in a variety of forums to
improve aid effectiveness, and the DAC hosts the Paris Declaration follow-up process, which now has
a developing country co-chair, and a Task Team on South-South Co-operation. There is now an
explicit effort, focused on developing countries’ own concerns, to correct the excess costs and
perverse incentives of an extensive aid system with multiple delivery channels and conditions and
complex processes. Large declines in aid to agriculture and infrastructure in the 1990s, as aid levels
fell and social development and governance assistance rose, are now being reversed as the growth,
agriculture and aid-for-trade agendas receive new attention. Aid to Africa has grown significantly over
recent years, though remaining some distance from the announced target of doubling aid by 2015. A
number of other important OECD work areas are also generating co-operation with Africa, notably on
taxation administration and international tax integrity, investment and public expenditure management.
And the OECD helps support the African Partnership Forum which maintains a dialogue process
associated with the G8. The DAC has recently issued a statement welcoming the special contribution
of development experience and co-operation capacities from emerging countries and a new openness to
their participation in DAC activities.

The China-DAC Study Group found that OECD/DAC members could contribute further to
African development by:

e Framing their co-operation in terms of the economic transformation process, going
beyond aid effectiveness to a wider development effectiveness concept applied to Africa.

e Doing more to help build science and technology capacities, higher education systems
and knowledge platforms, with the potential for creating regional and continental
networks kept in view, drawing on their experience in these fields with China and other
emerging countries.

e Supporting African Union structures and policy frameworks.

e Helping to implement African and international codes on corruption, resource revenues
and corporate social responsibility.

¢ Maintaining the recent momentum of support for agriculture and infrastructure
development, working in relevant forums with emerging countries with special
knowledge and expertise.

e Examining how aid reporting can better capture the technical co-operation activities of
emerging countries in terms their impact, and not just their monetary cost.

e Reviewing how comparative advantage, cost structures and complementarities may be
shifting among assistance providers as emerging partners build up their aid activities.

e Exploring how trade, investment and aid linkages and financing packages can mobilise
additional actors and capital for economic transformation processes in Africa.
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What African countries can learn

African participants in the China-DAC Study Group’s events were determined that their
countries should define their own futures. They stressed that political and economic fragmentation
made regional integration essential. And they looked to African leaders to take up the task of creating
a responsible development-oriented state able to bring together ethnically complex societies and ensure
peace and progress in their neighbourhoods. In fact, African institutions and policy analysis and
review processes have been getting stronger over the last decade. Policy frameworks and economic
management are clearly improving. Regional economic communities are complex and overlapping and
regional economic linkages are growing only slowly, but there are new impulses. Agricultural
development has become a high priority with an active, continental agenda. Communication
technologies and business models have been found that work with great success in Africa. But
competitive elites and ethnicities are still a major problem in a number of countries. The African
Union has the difficult task of facilitating solutions to such problems. It has to be recalled, however,
that many emerging economies of today began their success stories from situations of conflict and
turmoil, which transformational leadership was able to resolve. There are clear examples of this in
Africa which can serve as an inspiration for sustainable political settlements in the remaining troubled
parts of the continent.

The China-DAC Study Group found that African countries could contribute further to
development at home by:

e Fostering the emergence of a responsible, development-oriented state with a political
consensus that reaches across competitive elites and ethnicities.

e Taking the economic transformation paradigm, working through dynamic capacity
processes as the framework for development strategies, nationally and regionally.
Bringing development partners to think in these terms also, and presenting strategies
and operational programmes and projects in this context.

e Pushing ahead with the regional integration agenda and finding creative solutions to the
development of inter-regional infrastructure.

e Reinforcing the priority for agricultural modernisation and its role in creating a
broadly based growth dynamic, nationally and regionally.

e Leveraging the communications revolution in Africa to exploit its potential for leapfrogging
in knowledge acquisition and enterprise creation and global economic linkages.

e Developing further the policy analysis and review capacities and processes now in place
in Africa for pragmatic policy making and performance review. Ensuring that the civil
service is performance oriented.

e  Creating close interactions between the state and market enterprises in a forward-looking
performance-based mode and promoting learning and technology acquisition capacities.

e Taking inspiration from successful emerging countries, including securing the
maximum benefit from international assistance by strengthening ownership, capacity
development and mutual learning.
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Taking the Work of the China-DAC Study Group Forward

Achieving the United Nations Millennium Development Goals is a common objective for China
and DAC members. There is also agreement that the international community should strengthen co-
operation and jointly rise to the challenges facing development, including the new challenges of
climate change, food security, energy security and epidemic diseases which have aggravated existing
imbalances in the global economy and widened the gap between rich and poor people.

For its part, the China-DAC Study Group will take further its innovative role of forging a
mutual learning relationship between China and DAC Members to promote growth and reduce
poverty in developing countries. During 2011-12, the Study Group’s main modality will change
from large-format thematic conferences to a limited number of action-oriented Roundtables. These
could take the form of platforms for sharing existing knowledge and experience; focal points for joint
studies and field work at the country or regional level; or joint assessments/evaluation workshops.
The Roundtables will continue to be open processes bringing together national and international
officials, experts, private sector and civil society participants on a flexible basis to generate mutual
learning on topics of common interest. This can help inform policy making in a multipolar world
where prosperity, sustainability and peace are both possible and necessary for many more people than
ever before and essential for harmonious world development.

The work of the China-DAC Study Group can also facilitate policy dialogue between China and
the DAC on international development co-operation.
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Main Messages

Lessons from China

e China’s economic transformation was sparked by its national project, adopted in the
late 1970s, to become a middle-income country within a generation, with a decisive
reduction in poverty. The Chinese leadership was strongly committed to working for the
benefit of the whole nation. Ownership of this national project was spread widely and deeply
within China. “Bottom-up” initiatives at village and provincial levels were encouraged by an
active state. For its part, the state invested in public goods, through experimental
approaches followed by rapid scaling up of successful schemes. Reforms created a modern,
small farmer-based agriculture and a competitive enterprise economy.

e China actively sought development partnerships to accelerate its transformation
process. Foreign aid contributed significantly. Aid supported infrastructure development and
industrial and agricultural modernisation, as well as social development such as in education
and health. Subsequently, there was a transfer of ideas and knowledge and institutional
capacity across a wide range of sectors and public management.

e A learning culture helped to accelerate the catch-up process and reduce poverty. This
culture involved developing the capacity to generate and critically review policies. The
higher education sector has been greatly expanded and a wide range of research institutes
created. The civil service is competitively recruited and leadership selection processes are
built around experience, success and rotation.

e The Chinese authorities progressively developed an effective system for managing foreign
aid. This became an integral part of the national economic transformation process and
mechanisms for allocating resources, both across ministries as well as to provinces and other
local administrations. There was no donor consultative group system. Project management
was provided through implementation units within the established public administration
structures and pay scales. Chinese project managers were specially trained and encouraged to be
active co-ordinators. Their experience was valued in their subsequent careers.

e China has its own, 60 year-long tradition of providing aid to foreign countries. Over
time, the focus of these programmes has shifted from a basis in political friendship to a
foundation in mutual economic benefit. Chinese development assistance is now provided
through ministries, state enterprises and financial institutions and provincial bodies, within
an interministerial co-ordination system with a broader development and economic co-
operation perspective. In this context, Chinese enterprises are also encouraged to invest in
developing countries.

Supporting Africa’s transformation

e There are significant lessons that Africa can draw from China’s economic
transformation experience. These lessons remain valid, despite the differences in political,
human and physical geography and history.
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e For many Africans, there is a realisation that their now more diverse economic
partnerships provide new opportunities for determining their economic future. African
countries now have a wider range of development partners than even a decade ago, with the
emerging countries, including China, playing increasingly important and dynamic roles in aid,
trade and investment relationships, alongside the relationships with partners in OECD countries.

e The time is ripe for an economic transformation in Africa. Over a generation, Africa too
can create middle-income countries and reduce poverty on a massive scale, as China has.
Africa’s improved growth performance over the last decade, based on improved economic
governance, debt reduction processes and growing human capital, make this feasible.
Recent advances in low-cost information and communications technologies can speed up the
transformation processes.

e Africa’s development partners need to support African structures at the continental and
regional levels for economic, political and security co-operation. With over 50 sovereign
states, often very small, there are many political complexities that create difficult challenges
of leadership and conflict resolution. In this context, all of Africa’s development partners
should invest in economic and peace building initiatives across borders, to help create
African development dynamics that encompass agricultural and demographic potential and
capture the benefits of natural resource extraction.

e Africa’s capacity to shape its external economic relations will determine the impact of
economic transformation on reducing poverty. There are now multiple frameworks for
development partnerships with Africa. These include the FOCAC ( Forum on China-Africa
Co-operation) and other emerging country/Africa forums as well as partnerships with
various OECD members. Africans can ensure that these various partnerships are
complementary and draw on the processes for African political, economic and security co-
operation as well as African platforms for intellectual leadership.

e  Ownership, capacity development and mutual learning were key elements of China’s
approach to getting the maximum benefit from international assistance. These
fundamental orientations will also serve African countries well as they work with their
multiple development partners.
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Development Experiences in China and Africa in the Last
Three Decades

Overview

The strikingly different development experiences and challenges in China and in Africa over the
last thirty years provide a rich backdrop for identifying general lessons for development
partnerships.

Participants in the China-DAC Study Group event on development partnerships recognised that
the very different political and economic geographies as well as the histories of China and Africa
mean that such general lessons need to be carefully formulated, bearing in mind the fundamental
differences:

e China, as a large unitary state with several thousand years of experience, has a different
set of capacities than the African continent of more than 50 highly varied states, most
having gained independence only some 60 years ago.

e Just 30 years ago, China was poorer than most African countries and was just
beginning to comprehensively reform its economic model and political principles. China
was still largely unconnected with the world economy.

e At that same moment, in 1980, African countries had spent two decades seeking
pathways forward, economically and politically, from a century of colonial rule and of
centuries of resource exploitation, including the exploitation of human resources via the
slave trade before that. Human and institutional capital was scarce at that time. On the other
hand, integration of mineral and agricultural export industries into the world economy was
high, based on colonial patterns. South Africa was still an apartheid state.

The transformation of China over these three decades is an astounding epoch in world economic
history. It is now the second largest economy in the world, with middle-income status and a massive
reduction in poverty, with dynamic export industries serving the whole world with inexpensive
manufactured goods, now often at the leading edge of the product cycle.

Today China faces economic challenges, brought on by its success:

e Its role in global economic governance and the management of its large international
reserves.

® The need to restructure the Chinese economy to move beyond its export-oriented growth
model.

e Serious new inequalities and persisting areas of poverty.
e  Urbanisation and environment issues.

e The global challenges of climate change and international security.
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During this time of astonishing progress in China, prolonged and complex political struggles and
economic shocks blocked development processes in Africa. Relative income levels, and sometimes
absolute income levels, fell for nearly two decades:

e The leadership for nation building and the broad participation and capacities needed to
transform their economies emerged in only a very few African countries.

e Many leaders and other key actors were unaccountable for either public funds or economic
performance.

e (Civil and regional armed conflict shattered lives and livelihoods and undermined investment
confidence.

e International economic cycles generated interlinked commodity price and debt crises and
further dependency on the international financial architecture.

e Corrupt elites diverted huge sums away from investment in African development by
exploiting lax international tax and banking regimes and external political and commercial
interests.

The last decade has seen more promising signs. Africa is now beginning to be perceived as an
emerging region.

But the essential demographic and agricultural revolutions have still to be initiated in most
African countries, even as the process of developing African markets and supply capacities gets
underway.

In a global economy where new players and new technologies provide new pathways for catching

up, the emergence of the necessary political conditions and leadership in Africa is the key factor.

Perspectives from China: Transformation and Poverty Reduction in
a Developmental State

Chinese participants identified a set of key elements of the reform process that led to China’s
success:

e [ eadership which generated and sustained an inspiring “national project”: achieving middle-
income country status through economic reform within a generation.

e A pragmatic, sustained approach to the transition to an enterprise-based market economy.

e The early success in sharply raising agricultural production and productivity, which drove a
massive and rapid reduction in poverty within a few years.

e The state and the market were both essential. Strong investment in the public goods
(policies, institutions and infrastructure) needed at both central and local government levels
for the emergence of a successful enterprise economy.

Contextually, a grass roots-originated reform of land tenure systems sparked an agricultural revolution
and a Hong Kong-linked Special Economic Zone provided a replicable model for export-oriented
manufacturing. In combination, these new business models generated food security, surplus capital
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and a massive flow of people off farms into more productive employment and out of poverty, while

strict laws controlled population growth.

These contextual features are not present elsewhere. And China’s success has itself changed the

context for other developing countries, creating new opportunities and challenges and a world
where the cost of ICTs has plummeted, in part due to low manufacturing costs in China.

But there are more general lessons from China’s experience as well:

Policy making and capacity building were based on learning and performance as the key
criterion and evolved as the economy and society evolved through time, often in unforeseen
ways.

The Chinese state was able to take this approach through avoiding state capture by elites
and special interests and focusing on inclusive growth as the on-going national project.

A capacity for policy analysis and performance review was established via the creation of
economic and social policy research institutes, pilot programmes followed by rapid scaling
up, and meritocratic leadership selection processes. The governance system evolved from a
command economy to a networked economy with a high degree of decentralisation coupled
with various feedback and accountability systems substituting for open political competition.

The policy directions set at the top encouraged widespread local and private initiative.
Together with the learning-by-doing culture, this has made for a rapid transformation
process.

Chinese participants identified a number of weaknesses in the transformation process which have

now become policy priorities:

With a starting point in the 1970s as an egalitarian poor rural state, China’s transformation
has seen the emergence of major inequalities and a significant rural-urban divide.

Persisting rural welfare issues and regional inequalities are the subject of new rural
health and education programmes, targeted regional investment plans and a ten-year strategy
to eliminate poverty.

Environmental costs and externalities were for too long left out of the policy equation
with many negative consequences, which are costly to repair. Environmental costs and
externalities are now being factored into policies, planning and incentives. Major
programmes to confront the greenhouse gas problem are in train. Urban traffic congestion is
also the subject of new policy efforts.

Excessive export-orientation and high savings rates have generated structural domestic
and external imbalances. China is now engaged in the significant adjustments in policies
and the structure of demand and output and is a leading player in the global economic
governance processes required to achieve a dynamic equilibrium in the Chinese economy and
the global economy.
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Perspectives from Africa: Problems and progress in a fragmented continent

African participants identified the weaknesses of many African states as the key problems:

Unresolved issues of political legitimacy and widespread state capture are preventing the
emergence of developmental states in many countries in Africa.

The fragmented nature of African political geography, determined by colonial patterns,
is a fundamental factor in retarding the emergence of coherent states and points to the
importance of continental and regional governance standards and processes.

Agricultural productivity is lagging and fertility rates remain high. Poverty and
malnutrition are major development frontiers.

The fragmentation of international assistance efforts, with multiple institutions, high
transaction costs and low predictability, has placed a large burden on the
administration of many African states and created problems of transparency and
accountability.

Both bilateral and multilateral donors have programmed aid largely on a national
basis. Support for regional programmes has been the exception rather than the rule.

Human and financial capital is being exported and this will continue until the African
growth story becomes a leading global investment theme, drawing in pools of talent and
finance from around the world, including from the African diaspora.

Although these problems are still in play:

Success stories have emerged and human and institutional capacities and African identities
are well in advance of the starting point at independence. South Africa has taken its place as
a lead player on the continent, politically and economically.

Regional integration is essential and is advancing. Continental and regional political,
security and economic architectures are gradually gaining strength.

The new actors and patterns in the global economy are presenting new opportunities for
African growth and economic partnerships.

International and African investors are responding to the new growth prospects in
Africa.
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The Role of Development Partnerships in Chinese and African
Development

China: Using development assistance as an accelerator of learning and
transformation

China has been highly successful in using foreign development assistance to speed up its own
transformation process. Obtaining foreign aid as a source of learning was an explicit objective,
articulated by the leadership.

Hence, China sought to specify and obtain particular contributions from individual donors,
linked to its internal planning and co-ordination policies.

In other words, China took the lead in obtaining and managing its aid. No donor group or
consultation process emerged. Internal Chinese co-ordination and management processes were
developed instead.

At the beginning, when China’s poverty levels were still acute and financial and management
resources were scarce, China received significant support for infrastructure building and industrial
modernisation.

Japan played a particularly important role in this initial period, including by combining trade,
investment and development assistance, an approach applied by China today in its own aid to countries
in Africa and elsewhere.

Later, as China’s own financial resources strengthened, and foreign investment grew, the focus of
China’s aid management turned more centrally to the acquisition of know-how, in the areas of
technology, agriculture, higher education, urbanisation, transport and public administration.

The internal co-ordination process was elaborate, horizontally across ministries and vertically
with provinces, cities and towns. Donors were not involved in this comprehensive process. Their
collective financial contribution was not a significant proportion of China’s development budget, even
though China became the top recipient country for the members of the OECD’s Development
Assistance Committee (DAC) as a whole, as well as for a number of DAC members individually.

China used Project Implementation Units (PIUs) successfully by ensuring that they were fully
integrated into existing public management structures and that project officers absorbed the know-
how and management skills and took them forward in their subsequent careers, becoming a new
element in China’s public administration.

Thus, in systemic terms, China gained much in terms of ideas and management tools and skills.
The direct contribution of donors to poverty reduction was not so much through financial support for
programmes, but through innovative methods such as comprehensive poverty reduction approaches and
participatory poverty assessments, including gender and minority dimensions. Similarly in other
areas - such as environmental protection and international competitive bidding - ideas and methods and
academic and professional exchanges have had wide impact.

China still seeks co-operation with partners from OECD and other countries that can help it to
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deal with its current development challenges. The highly co-ordinated system within the Chinese
government has given way to a more decentralised approach where there is a wide range of
partnerships at all levels and across China (the “many-to-many” model). China’s own development
efforts are concentrated in the Western provinces and in tackling specific areas of poverty and
malnutrition, using pilot programmes and rapid scaling up of successful experiments.

African Countries: Meeting the challenge of ownership of development
strategies and policies

A repeated message from African participants was that the capacity of a country to determine its
own future was the criterion by which development success should be judged. On that score, they
expressed major concerns that in many African countries, after three decades of significant aid
dependence, this capacity still remains problematic.

Aid relationships with OECD/DAC donors were seen to have undermined local leadership and
capacities. Multilateral-led consultative group and policy/loan approval processes had compromised
ownership of policies and accountability; predictability of resource flows had been low; Project
Implementation Units had been moved outside of regular public administration structures and pay
scales and had undermined local capacity rather than building it.

This discussion came back to the systemic weakness of many African states and thus how to foster
the emergence of developmental states with leadership committed to state and market
performance and accountability.

Where an effective state has been absent, aid co-ordination led by donors had emerged to solve a
collective action problem in the provision of aid. The Paris Declaration on Aid Effectiveness and
the Accra Agenda for Action represent an agreement on how to resolve this collective action
problem in a way that helps build local leadership and institutional and management capacities,
and thereby fosters the transformation process which in time makes aid history.

Africa is providing examples of how this approach can work. Some countries have been able to
generate broad agreement on development goals and strategies and are producing development results.
African policy fora and institutions are now providing strategic directions, operational frameworks and
good practices and a vibrant African policy debate using African policy research capacities. African
growth rates have moved to a higher level over the last decade.
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Development Assistance to Africa: Two Traditions in Flux

Development Assistance from China

Participants recognised that China is not a “new” provider of aid. Indeed in 2010, China held a
national celebration to mark the 60" anniversary of “China Aid”.

In its first phase, through until the late 1970s, Chinese aid was linked to the political agendas of
supporting liberation movements and achieving recognition in the United Nations. The Eight Principles
of Chinese aid set out in 1956 provide rules for China’s own behaviour as a donor, and remain a
reference point. The Tanzania-Zambia Railway (TAZARA) is the most famous project of this period,
undertaken when China was still poor and in the midst of the cultural revolution.

From the late 1970s, Chinese aid policy has been essentially pragmatic, based on mutual
economic benefit. In the 1980s, China rehabilitated some of its earlier projects in post-independence
Africa and placed them on a joint venture footing with an on-going Chinese management presence. It
has since built further on the enterprise-based model of implementing and sustaining its participation in
aid efforts.

In the mid-1990s, China established the ExIm Bank, the Agricultural Development Bank of
China and the China Development Bank (and, under that, the China Development Fund) as
channels for official development finance going beyond traditional loans, grants, volunteers, training,
technical assistance and debt relief, all under a co-ordination system organised by the Ministry of
Commerce and ultimately by the State Council.

While the Chinese government publishes such data as the number of projects it has implemented (1960
to more than 120 developing countries by the end of 2009), it does not publish figures on the value of
these projects. Nevertheless, China’s Fiscal Yearbook includes data on disbursements of grants,
non-interest loans and subsidies for concessional loans from various ministries which have
totalled around USD 2 billion in recent years. The non-concessional financing from the *“policy
banks” mentioned above has grown very substantially. Headline figures are often misleading
guides to amounts actually committed and disbursed however.

Nevertheless, it is clear that Chinese state banks and state enterprises have become major new
players on the African scene able to fund very large projects.

As part of its “going out” policy, China has encouraged many Chinese private companies to
establish operations in Africa (and other parts of the world) . Their recent experience in
developing Chinese and global markets means they are competitive and quick.

China’s traditional and new assistance is clearly welcomed in Africa, as a counterpoint to that
provided by DAC donors. China’s speed and ambition in infrastructure projects and public buildings
provide good value for money and bring a different kind of partnership, more integrated with trade and
investment.

In 2000, China instigated the Forum on China-Africa Co-operation (FOCAC), a platform for
promoting both political dialogue and economic co-operation and trade, with a view to seeking mutual
reinforcement and common development. FOCAC has developed into a multi-level dialogue
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mechanism between ministers and senior officials and a consultation platform for its members’ leaders,

foreign ministers and African ambassadors to China. Contacts between their parliaments, political

parties and local authorities have also deepened. A FOCAC meeting is held every three years at

ministerial level (and at heads of state level in 2006). Planning for the future development of China-

Africa relations is increasingly taking place within this forum.

Areas where China’s development co-operation practice could be strengthened were also

identified by participants. These included:

The up-grading of China’s aid management system to deal with the new level of
involvement, and more training for China’s foreign aid personnel.

The provision of much greater transparency on China’s aid activities and their financial terms.
The establishment of a monitoring and evaluation system for China’s aid.

More generally, bringing more of China’s own experience as a successful recipient of aid to
the way in which it designs and implements its development assistance programmes in Africa
would raise the quality of China’s aid and transfer important capacities to Africa on
managing foreign assistance.

Development Assistance from DAC Members

Participants discussed the key features of the large share of DAC members’ co-operation effort
devoted to African countries:

The content and policies have varied across the range of DAC members, including the
European Commission as well as its member states. Multilaterally, the World Bank, the
IMF and the UNDP, observers to the DAC, have played important roles.

Recently, ODA from DAC members to Africa has been rising at over 10% per year,
although falling short of the promise of a doubling of aid. At USD 44 billion per year, it is
a significant flow, although the actual cash transfers to African governments are often
significantly lower, as other distribution methods are used intensively, particularly technical
assistance and NGOs.

Fast-disbursing budget support has played an important role since the mid-1980s. Various co-
ordinating fora have been used for addressing the issues of collective action involved in
providing the support and shaping its use such as the Special Programme for Africa and its
successor the Strategic Partnership for Africa (SPA), along with the relevant IMF and
World Bank facilities and now the Global Partnership on Public Financial Management
functioning as part of the Paris Declaration follow-up architecture.

Sectoral allocations of DAC members’ aid have shown significant shifts over time, with aid
for agriculture and infrastructure having fallen dramatically during the 1990s while aid for
human capital (health, education, gender) and governance expanded steadily in this period.
There are signs that DAC and multilateral aid for agriculture and infrastructure is rising again
and the aid-for-trade theme is drawing attention to the growth and trade diversification
agendas.
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African participants voiced concern that DAC donor practices were still compromising the
capacity of African countries to implement the ownership, alignment and harmonisation
principles of the Paris Declaration and hence the exercise of national sovereignty. And the
extensive use of NGO delivery channels was often at the expense of local systemic capacities.

The increasing number of new actors in the form of sectoral and thematic global funds and
philanthropic activities means that a “many-to-many” aid system is emerging, bringing new
sources of initiative but also new co-ordination issues.

DAC participants noted that the OECD/DAC-hosted Working Party on Aid Effectiveness is now
providing a global forum where developing countries, bilateral donors old and new, multilateral
institutions, special funds, NGOs and Parliamentarians are working together in the framework of the
Paris Declaration to improve aid practices and development partnerships. The Working Party on Aid
Effectiveness includes a special forum for the South-South dimensions of aid effectiveness. It interacts
with the Development Co-operation Forum of the United Nations. African countries are playing
active leadership roles in these new forums for working on global development partnerships.
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Conclusions

Development and Transformation in Africa in a Changing Global Economy

China’s remarkable economic transformation process over the last three decades has changed
many dimensions of the global economy, including the development opportunities and challenges
for Africa. China is now playing a key multidimensional role in African development, along with
other large emerging economies and the developed economies, as an economic and development
partner.

Participants regarded this situation as an historic and welcome new opportunity which African
countries must approach strategically, so as to determine their own development patterns and
priorities. For African participants, this was the most fundamental meaning of development.

The particular inspiration that China is bringing to the African development perspective is that a
comprehensive economic and social transformation process and notably poverty reduction can be
accomplished in a generation.

e The key condition for this is a strong developmental state, a state that:

® Creates an inclusive, unifying national vision, around income growth, poverty
reduction and sustainable development.

e Supports a vibrant market economy with the major public investments in ‘“hard” and
“soft” infrastructure needed to make it work, within a sustainable fiscal environment.

e Fosters the emergence of dynamic competitive firms with the learning culture and
capacity for continuous up-skilling and innovation, across all sectors, from small
farming to manufacturing to service and cultural industries.

e Adjusts policies and incentives pragmatically over time in a progressive manner using
evidence and experimentation, responding to new challenges and recognising and
correcting distortions and areas of social and environmental distress, through feedback
and accountability mechanisms.

e Creates consistent and efficient administrative systems and effective technical expert
systems.

e Actively suppresses corruption and predatory behavior that threaten the sustainability
of the developmental state.

Development Partnerships in a Transforming Africa

Participants recognised that African countries now have many new development partners, public
and private, among the emerging economies, from which they can gain much in terms of
learning and economic and social interaction, going beyond the traditional development
assistance concept.
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Ownership, capacity development and mutual learning are shared concepts which provide a basis
for complementary efforts by this widening range of development partners.

For Africa, the effort to create coherent national, regional and continental strategies and
governance architectures becomes an even more important priority for ensuring African
ownership and widespread benefits to African people from development partnerships, old and
new.

Both China and DAC members ( and other development partners) can do more to work within
the emerging African frameworks for regional co-operation and to resolve the problems of weak
states which perpetuate poverty and create negative spillovers for African neighbourhoods.

Some African participants stressed the importance of ensuring that the special features of China’s
development assistance were not diluted by international co-ordination and attempts to define
common practices.

The increasingly pluralistic nature of international development co-operation was recognised by
all participants as a fact and a valuable new phenomenon.

This new phenomenon creates both challenges and opportunities for working together to ensure
that the contribution of development co-operation to the African transformation processes is
optimised. The comparative advantages and complementarities of the range of development
partners can and should constitute a more or less coherent overall effort. This will require on-
going dialogue, rather than detailed co-ordination, at the international level.

But opportunities for working together on particular problems and helping to improve the
quality and impact of aid should be seized as they arise.

Working in ways that strengthen African capacities for effective and accountable leadership and
management will be more important than ever.
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Chapter 3

Agricultural Transformation, Growth
and Poverty Reduction

Bamako, Mali, 27-28 April 2010
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Main Messages

Lessons from China

Smallholder agriculture drove China’s agricultural revolution, which provided the basis for
China’s dramatic economic transformation and poverty reduction in the last 30 years.

Both the state and the market spurred on China’s agricultural revolution. Public policies
increased incentives for family farming, beginning with a pragmatic reform of land tenure
arrangements. Rural industries and off-farm jobs were generated through special schemes for
rural enterprises and employment creation.

Progressive widening of regional and national markets led to more diversity and greater
specialisation within the agricultural sector. Incentives for farmers to meet market demands
were supported by public investment for infrastructure and small-farmer oriented agricultural
research and education, all as part of a broad, co-ordinated agenda to achieve medium and
long-term objectives.

Farm productivity rose rapidly as a result. This created economic surpluses that fuelled both
rural and urban industries. With fertility rates held in check, per capita food production and
consumption also rose quickly.

Knowledge supported China’s agricultural strategies and progressive diversification.
Decision-making was evidence-based. China sought and absorbed agricultural know-how
from other countries, including DAC Members with special expertise.

Rural poverty still exists in parts of China today. This is a concern for the government which
is addressing it through measures to raise rural welfare, increase services and improve
infrastructure.

Supporting Africa’s agricultural transformation

There are key lessons for African countries from China’s experience, despite major
differences in context, both historical and geographical.

Africa also has some important success stories in agriculture. But a broadly based
agricultural revolution has still to come, population growth remains very high and
malnutrition is widespread.

Exploding African food demand and imports present an opportunity for Africa. By
responding to this demand, African agriculture can become a major new source of
domestically-anchored growth and employment, with extensive economic linkages and
poverty reduction impacts.

Agricultural issues in Africa transcend national boundaries. Agriculture is now a priority for
the AU/NEPAD, which has developed an overarching strategic framework and a new
architecture for formulating and implementing agricultural policies and research agendas at
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the continental, regional and national levels.

e DAC Members and China have a long history of support for African agriculture, with mixed
results, and there is much scope for mutual learning and co-operation, at national, regional
and continental levels.

e  Greater information sharing and exchange is needed to support better mutual understanding
and collaboration between Africans and their international partners as well as evidence-based
decision making.

e DAC aid for African agriculture fell sharply in the last twenty years, but new initiatives are
now operational and the trend is reversing. Agriculture is a key part of China’s FOCAC
undertakings. Other international partners are now bringing important experience, including
with large-scale commercial agriculture based on land science and management know-how.

e The new African policies, architecture and leadership provide a fulcrum which DAC
members, China and other international partners can use as a common reference point in
shaping their agricultural development co-operation ( cf the CAADP and FARA frameworks,
and the policy development and review work of the African Union, UNECA and AFDB).
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Key Elements of the China Agricultural Transformation Story

China has a strong culture of food production stretching back thousands of years, but the basic
conditions for agriculture in China are not favourable. Arable land is not abundant and water is
scarce. China’s comparative advantage does not lie in agriculture and agricultural exports are not a
significant part of its economy. China has received very little foreign direct investment for agriculture.

Nevertheless, an agricultural transformation has taken place in China, driven by policy reforms
and incentives impacting at the local level and centered on improving land and labour productivity.
China is now a middle-income country feeding its 1.3 billion people ( about 20% of the world’s
population) with only 10% of the world’s arable land and 6. 5% of the world’s water resources.

Policy reforms began with a modest, pragmatic reform of land tenure, which sharply increased
the incentives for family effort, resulting initially in a major increase in grain production. With
the introduction of the Household Contract Responsibility System, families were allocated informal
leases for small plots of communally held land. This reform overcame a specific dysfunction created in
the era of the People’s Communes, and laid the basis for the development of a market economy. From
the mid-1990s, agricultural markets were liberalised; state control of grain markets and regional
barriers were progressively eliminated; and labour-intensive manufacturing began to absorb surplus
labour from the farms.

The State, markets and small farmers have been the three essential forces shaping Chinese
agriculture since the reforms began in 1978. Through both “top-down” and “bottom-up” approaches
and a readiness to experiment and adapt, a benign, tripartite interaction has emerged, where the
farmer responds to market needs while the State, through expanding agricultural expenditures,
provides a strongly supportive range and quantity of public goods directed at the rural economy. This
public funding for agriculture, which by law was required to exceed the expansion of the overall public
expenditures, underpinned fast growth in:

e [Irrigation and other hydrological management systems, rural roads and fertiliser production.

e Science and technology for farmers, via the establishment of over 100 major research
institutes closely related to farm-level practice and agricultural extension centres to
disseminate knowledge.

e Promotion of off-farm employment through development of village and town-level
enterprises, via such initiatives as the Township and Village Enterprises scheme and the
STAR programme.

e The structural diversification of farming from staple grains to forestry, livestock and
vegetable production as China’s industrial and service economy grew and demand patterns
changed.

e Investment in human capital through rural education and farmer extension services.

e Social protection via stabilisation of farmer’s incomes, with the Household Contract
Responsibility System, as it evolved, also providing a rural home base for urban migrants.

e Development of rural-urban economic linkages associated with dynamic growth of
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manufacturing and investment in transport infrastructure.

This policy package was given the highest political priority and strong public leadership, from
the central through to local levels. The annual statement on rural policy has been regarded as the
“Number One” policy document. And the policy package was progressively adapted in an incremental
fashion.

Much of the action took the form of provincial, local, enterprise and individual initiatives. Rural
Credit Co-operatives helped with farmer finance, but overwhelmingly the finance came from the
savings of farmers themselves particularly via the low cost of family labour, which in fact was an
important form of investment for the whole Chinese economy at that point.

The results have been startling. From 1978 to 2008, China’s annual average economic growth rate
has been about 9% . Meanwhile, population policies limited population growth to just 1.07% p. a.
Agricultural GDP grew by about 4. 6% p. a. and farmers’ incomes by 7% p.a. Today, just 200
million small farmers, with an average holding of 0. 65 hectares, feed a population of 1. 3 billion.

Poverty reduction has been massive. The incidence of poverty in China fell from 31% in 1978 to
9.5% in 1990 and then to 2. 5% in 2008. Food security has been radically increased by the rise and
diversification of food production, greatly outstripping population growth, which was kept in check.
The contribution of agriculture to poverty reduction has been three times higher than that of other
sectors. Thus, agriculture has been the fundamental factor for China’s poverty reduction and food
security.

The Chinese experience shows that small farmer-based agriculture can be transformed into a
dynamic force if policy leadership takes a comprehensive, strategic approach, setting strong
incentives, and gives public investment in agriculture, and rural development more generally, the
highest priority:

e Raising land and labour productivity through infrastructure investment, farmer-based
technology development and intensified use of fertilisers is of universal relevance.

e The small farmer-based strategy requires both specialisation and diversification to generate
economies of scale in product and geographical areas, and the development of agro-industry
enterprises and supply chains.

A further lesson from China’s experience is the importance of generating off-farm employment
which serves to increase labour productivity in agriculture, raise and diversify rural incomes and
generate surplus income which then becomes a major driver of capital formation for the whole
economy. Output and employment in town and village enterprises grew exponentially, an unforeseen
result of the policy reforms, and by the mid-1990s accounted for a significant share of GDP, industrial
output and exports.

Today, China still confronts important rural development challenges and China’s agricultural and
land policies are in a continuing state of pragmatic evolution:

e Rural incomes and social welfare remains a key policy target, absorbing significant public
expenditures.

e Some regions remain poverty stricken due to difficult geography and human -capital
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constraints.

Environmental and quality issues are other major concerns in the on-going effort to feed a
population of 1. 3 billion with rising incomes. And Chinese agriculture is carbon intensive.

Land lease rights and land market issues in a society now living mainly in a large number of
big urban areas are being addressed through further reforms, with open-ended land lease
rights and plot-level certification and registration as the latest stage. A land market, with
greater protection of land rights, is beginning to emerge.

China’s experience also yields some further lessons of fundamental relevance:

Learning from external sources, including through significant donor assistance, has speeded
up the emergence of a modern agricultural system with Chinese characteristics.

Evidence-based policy-making capacity, with experimentation, information gathering and
monitoring, has been fundamental. Pragmatism and gradualism have been key features of
the approach, but over 30 years the accumulated changes in policies, institutions and
performance have been dramatic.

Participatory development, with grass-roots action at the village level and water-users
associations ( where China has learned from African examples), plays a central role.
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Africa’s Agriculture and Rural Development:
Inheritance and Opportunities

Compared to China, incentives and the investment climate for African agriculture have been extremely
poor and Africa’s agricultural history has been complicated. A massive export of labour via the slave
trade during the 16" to 19" centuries provided a strong impetus towards land-extensive - rather than
labour-intensive - agriculture. Then colonisation brought a focus on cash crop production for export,
with infrastructure, land ownership and management systems, research and technology geared
accordingly.

In Africa, food production for the local population is a backward sector and skills development
and technology for the mass of small farmers has been neglected. Food production per capita has
fallen as output stagnated and the demographic transition was (and remains) delayed. Despite its
agricultural potential, Africa has become a significant importer of food for its growing population -
now more than 1 billion people - particularly in urban centres. There has been a failure to exploit the
potential for dynamic urban-rural interaction. Value chains, and modern and innovative small farming
systems, are still embryonic. Irrigation and fertilisers are underdeveloped. The management of
mineral wealth has generally not helped investment and competitiveness in African agriculture.

A new focus on agriculture in the 21* Century: Challenges and opportunities. As African policy
makers look to generate and sustain higher growth rates to catch up with growth rates in emerging
markets and meet the Millennium Development Goals (MDGs), including the MDG target to reduce
hunger, the rich potential of African agriculture is now coming into focus. There are a number of
success stories in African agriculture, in terms of improved seed technologies ( rice, cassava,
sorghum, cocoa, bananas) and the creation of global value chains (flowers, fresh vegetables). Most
importantly, a new level of policy attention and political leadership is emerging.

Urbanisation, population growth and a rising middle class are creating a huge growth market for
food in Africa itself. This provides the basis for a new modern, small holder-based agriculture.
While Africa’s international markets for agricultural commodities (including cocoa, tea and coffee)
are likely to be stronger than in recent decades, the African food market will create a new dynamic,
growing from USD 50 billion in 2010 to USD 150 billion by 2030. Currently, food imports are USD
30 billion, up from USD 13 billion in the 1990s. Supplying this market would generate the revenues
needed to draw in the necessary financing and investment and deepen and diversify Africa’s economic
structure. To take up this opportunity, several major hurdles must be overcome:

e The massive undercapitalisation of African agriculture and missing rural and interregional
infrastructure.

e The fragmentation of agricultural markets in a continent of 53 countries, some with quite
small populations (9 African countries have populations of less than 2 million).

e The underdevelopment of key markets for agricultural inputs.
e The low skill base of small farmers, the majority of whom are women.

e The demographics associated with continuing high fertility rates - Africa will account for 1
billion of the United Nation’s estimated increase of 2.4 billion in the world population
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between 2010 and 2050.

The limited uptake of the farming and distribution systems needed to be competitive with
imports, which currently supply the growing urban markets in Africa.

Long-term dependence on food aid in some regions.

With the fragmentation of Africa, agricultural policy making clearly has high costs, both in terms
of expertise and in terms of political consensus building in so many states, greatly exacerbated by

conflict of various kinds often at or near the surface, within and among countries. And the much lower

population densities in much of Africa mean that infrastructure and services have high costs.

To address these challenges, the emergence of continental and regional policy-making
machinery, alongside national policies, is a major turning point. Several recent initiatives merit
highlighting:

The Comprehensive African Agriculture Development Plan ( CAADP), formulated in
2003, is now the basic reference point for the African Union/NEPAD member
governments, backed up by the commitment of African Union members at the 2003 Maputo
Summit to build up their agricultural budgets to 10% of total public expenditures.

The Forum for Agricultural Research in Africa (FARA), based in Ghana, is providing a
focal point for the development of the knowledge component of the CAADP via integrated
national, sub-regional and continental agricultural research systems.

African Heads of State are now taking a major interest in agriculture and food
security, and the innovation and broader policy issues associated with this agenda. In
December 2010, the East African Community Heads of State held a brainstroming meeting
with this focus. Such overarching political leadership is essential for the multi-sectoral,
multi-dimensional agenda required for agricultural transformation.

Three major initiatives are being developed jointly by the African Union, the United Nations
Economic Commission for Africa (UNECA) and the African Development Bank ( AfDB)
involving:

— Continent-wide co-operation to develop an integrated African agricultural economy with
systems approaches covering markets, strategic commodities, infrastructure and
research and with co-ordination among the Regional Economic Communities.

— Land issues in both urban and rural areas. A framework and guidelines were adopted by
the African Union in 2009, to be integrated into national compacts.

— An African Planning and Policy Centre for Climate Change and a climate change
information programme.

The CAADP provides a framework for national compacts and sub-regional/regional programmes based

around four pillars:

Land and water resources development/management.
Rural infrastructure and trade capacities for market access.

Food supply chains and responses to emergency food crises.
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e Agricultural research, technology dissemination and adoption.

Some 26 CAADP national-level compacts have been signed ( by end June 2010) and a post compact
policy review system is in place under the umbrella of the African Union, to speed the move from
roadmaps to detailed investment plans.

The FARA has put in place a number of continental programmes for developing the knowledge base of
African agriculture:

e For innovation systems approaches and the dissemination of agricultural technologies.
e For strengthening agricultural information and learning systems.

e For promoting university education linked to innovation in agriculture and agri-business
(UniBRAIN initiative).

e For building African capacity to build capacity.

FARA is significant because it brings, for the first time, African leadership to the agricultural research
agenda which, until recently, has been defined and organised by external institutions without an
overall continental framework.
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Co-operation with Africa on Agriculture and Rural Development

China and many members of the OECD’ Development Assistance Committee ( DAC) have provided
support for African countries’ agricultural development since the 1960s. This support has gone
through various phases.

Looking back: A mixed record

China

China began to provide technical assistance in the post-independence period, concluding bilateral
agreements with a number of African countries. In the period 1959 to 1985, many new projects were
implemented, mainly support to smallholders, but including some large farms and agri-businesses. As
other providers of technical assistance found, quality and sustainability were often problematic for
Chinese providers of assistance to agriculture in Africa. Failures prompted a search for better
approaches. Thus, from the mid-1980s, there was a move to revisit, consolidate and renovate the
portfolio of projects and to engage on the basis of the mutual benefit principle. Chinese state
companies began to play a role via joint ventures and construction and management contracts. From
the mid-1990s, China took the enterprise-based approach further, considering that joint ventures, with
on-going Chinese involvement at the management and technical levels, was the best way to ensure
sustainability. This approach was a part of China’s policy of encouraging its enterprises to “go
global”, but it also constituted a way of carrying forward the efforts begun in the early 1960s, thus
providing continuity of engagement. Alongside the official programme, some Chinese emigrants to
Africa, acting independently, have moved into farming and distribution, supplying urban centres, as
they have done historically in many other parts of the world.

China’s objectives in agricultural co-operation with Africa have always been, and continue to be,
directed at boosting African capacity to supply domestic markets, rather than world markets, or for
helping to supply China with food. As just described, China is now bringing a commercial approach
to its co-operation, in which Chinese agro-industry enterprises will play an important role, bringing
on-going management and technical know-how and high tech seeds and other supplies. The growing
number of China’s agricultural technology demonstration centres for example are designed to operate
on a commercial basis within a few years. Other emerging partners, such as Brazil, Argentina and
India, are working along similar lines. DAC Members have large agro-industries which are already
very active in the modernisation of African agriculture, including smallholder farming. The
agricultural co-operation programmes of all these providers of assistance can help to harness these
commercial capacities to support the emerging African agricultural strategies.

The quantity of China’s support for African agriculture is not known, since China does not at this time
publish systematic statistics on its co-operation and this co-operation takes a variety of forms and
concessionality. China’s agricultural assistance projects and programmes have not been subject to any
systematic evaluation processes, although the Chinese Ministry of Agriculture unit which implements
many of these is used to evaluations through the work it does for multilateral agencies.
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DAC Members

DAC Members put considerable effort into agriculture in Africa in the 1960s and 1970s, allocating
substantial quantities of aid. A first wave of effort went into crop and livestock projects with a view to
widespread replication. A second wave was based on the concept of integrated rural livelihoods.
While both approaches were and remain valid, they did not address the macro problems of policy and
regional integration, and thus could not make an impact in the face of large policy distortions, such as
overvalued exchange rates and other forms of urban bias, which undermined the profitability of
agriculture, and while the focus of African development policies and expenditures was elsewhere.

Structural adjustment policies introduced in the mid-1980s were directed at correcting problems with
the basic incentive structures, which they did in some important measure, but without addressing basic
institutional, food security and social protection issues. As a result, productivity has stagnated and
malnutrition and hunger have spread. At this point, there is still a problem of incentives and
institutions for innovative small farming.

Over this period, there was a sharp fall in DAC Members’ assistance to agriculture, as aid agencies
lost confidence in their capacity to work effectively in this sector. Aid to agriculture fell from 14% of
DAC official development assistance (ODA) in 1980 to 4% in 2008. Meanwhile, while there was
progress on market access and export subsidies, trade rules have remained unconducive to major long-
term investment in agro-industries directed at export markets.

Looking forward: Supporting Africa’s new strategies and
architecture for the transformation of agriculture

New horizons for agricultural development and co-operation have emerged in the 21st century:

e The MDGs have stimulated a renewed focus on poverty reduction, which in Africa
means a major effort to combat poverty in rural areas where the majority of poor people
live. And African countries are now beginning to see agriculture, human development and
environmental management/climate change response as a key part of their strategy for
raising growth rates to take-off levels. At the same time, global food security has become
an issue in the wake of the 2008 global food crisis. The world supply/demand balance is
changing. Food prices look to be on a rising trend in the coming decades, generating, inter
alia, new interest in land acquisitions by investors for large-scale farming. Aid-for-Trade
programmes, with strong agricultural content, have been promoted in the Doha
Development Round texts and processes, with many countries, including China, active in
the Global Aid for Trade review process hosted by the World Trade Organisation and the
OECD.

e China has inaugurated the triennial Forum on China-Africa Co-operation (FOCAC)
which has a significant agriculture component. The emphasis under the FOCAC is on
training of farmers and technology transfer and dissemination, notably for hybrid rice seeds.
This programme is implemented via the establishment of up to 30 agricultural technology
demonstration centres in Africa, training for 2 000 agricultural technicians in China, the
dispatch of 50 agricultural technology teams and support for the Food and Agriculture
Organisation’s (FAQ’s) special south-south co-operation programme for food security. The
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agricultural technology centres are to be constructed and started up by Chinese agro-industry
enterprises, with support from the Chinese foreign aid budget for the first years, but the aim
is to make them a sustainable part of hybrid rice-based farming systems in Africa, which
would be helped by the centres being connected up to broader and related initiatives.
China’s strategy is to contribute to and participate in the growth of African agriculture for
African food supply, rather than to promote large-scale farming for China’s own food
needs. China has considerably larger investments in agriculture in other regions of the
world, including Latin America.

Food security in Africa has become a major international issue with a new African Food
Security Initiative now operational. Emerging from the dialogue process with Africa that
began with the Kananaskis G8 Summit in 2002, an African Food Security Initiative was
launched at the 1’ Aquila G8 Summit in 2009, with the commitment of USD 22 billion over
the following three years. This support is being tracked and mapped by a senior officials
group, with a view to ensuring that the overall effort is optimised and the momentum
sustained. The current United States Administration is making food security a key priority
for its development and foreign policies, built around country-owned national strategies for
food production and nutrition. Japan is undertaking a major reorientation of its aid from
Asia to Africa, with agriculture, and particularly rice technology, as a major element.

Emerging countries are a growing source of investment, assistance and technology
transfer. FARA has a regular dialogue and joint research with Brazil’s major parastatal
agro-industrial firm, Embrapa. Brazilian know-how could be the key to exploiting regions
such as the Guinea savannahs, which are three times as big as the Brazilian cerrado region,
with low population densities and reasonable rainfall ( such a resource indicates that large-
scale commercial farming for export could also have a place in African agricultural
development) . Indian agricultural experience and science is another source of relevant
knowledge. South Korea is building its partnership with Africa and, now the latest member
of the DAC, is rapidly expanding its aid programme. Land purchases by emerging countries
are being registered and increasingly scrutinised, although their true scale is often over-
estimated.

Private foundations and academic and research institutions have encouraged and invested
in the proposition that an agricultural revolution is possible in Africa, based on small
farming.
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Conclusions

Lessons from China in an African context

China’s experience supports much of the thinking on the role of small farmers in Africa’s agricultural

revolution:

e Modern, small holder-based farming and distribution/infrastructure patterns will be
required, different from those of the export-driven industrial commodity supply systems

which are the heritage of the colonial era (which also, however, need modernisation in the

context of rising global demand for food and other agricultural products, and falling market

shares of African producers).

e The productivity and profitability of small-farmers should be key policy targets, with

pragmatic, evidence-based approaches to reconstructing small-farmer production systems

over the next two decades. This demands:

High and sustained levels of investment in key public goods for the rural sector,
such as roads and irrigation infrastructure, and support for input-related industries, such
as fertilisers and seeds, with new economic linkages and enterprise opportunities that
create a new market economy in rural areas.

Securing rights and interests of small holders in land policies, including the rights
and interests of women farmers.

Incentives for off-farm enterprise employment creation through enterprise
development (rising off-farm employment and longer schooling will help to increase the
wages and real incomes of farm labour, particularly women).

African-driven systems for supporting new, innovative farming technologies and
effective learning systems for small farmers. There are significant innovations
available in African agriculture, almost all concerning seed varieties, for which take-up
can be greatly accelerated. But innovation needs to spread to soil maintenance and
improvement, and farming systems, including intensive multi-cropping methods.

The skilling-up of small farmers, the emergence of agriculture as a modern profession
and the improvement of rural living environments, including through education and
health services.

New communication and energy technologies unavailable in the earlier stages of
China’s agricultural transformation will open up opportunities for leapfrogging in
African farming and rural development.

Key Directions for Africa and its Development Partners

The emergence of agriculture as a top priority for African development and a new African

architecture for the governance of agricultural development is an historic moment. It promises to

bring real African ownership, founded on evidence-based policy making and continuing adaptation of

policies and support, to African agriculture. This key lesson from China is thus already being

absorbed. It needs to be supported and built upon by all of Africa’s development partners.
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Food production for African markets is the key dynamic for African agriculture in the future.
Meeting fast-growing African demand for a diversifying range of foods is a major new development
dynamic. But the fragmentation of Africa is a major barrier to realising this potential:

Thus regional and continental integration of agriculture through trade, investment,
infrastructure and agricultural technologies is a key frontier for African countries and their
development partners.

This has important political and security system dimensions, since the confidence of
investors, consumers and migratory labour is deeply involved.

As well as working bilaterally, it is important that DAC Members, China and other
emerging countries also engage at the regional and continental levels, working with the African
Union/NEPAD and regional structures. The CAADP and FARA provide a framework with a
continental and interregional dimension that must be further developed:

China and other large emerging countries can make a special contribution at all these
levels with their diverse recent experiences of agricultural transformation.

A more concerted effort by all of Africa’s development partners to go beyond nationally
based assistance programmes to work within the African frameworks that have recently
emerged would add powerfully to the change process in African agriculture.

Major adjustments are thus necessary in approaches by Africa and its development partners,
including DAC Members, China and other emerging countries in order to:

Strengthen the capacity for evidence-based policy and its implementation at country,
regional and continental level, embracing also the challenges and opportunities of
climate change and addressing macro, structural and micro-level issues. This implies
greater information sharing and more systematic evaluation of co-operation activities.

Provide support to country and regional systems and institutions for agriculture and
rural development and set projects and programmes in the framework of country-
owned roadmaps and action plans.

Bring regional and continental perspectives into focus, and integrate these perspectives
into planning, investment and external assistance programmes.

Extend time frames for investment and change processes across 10 to 20 years.
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Chapter 4

Infrastructure:
The foundation for Growth and
Poverty Reduction

Beijing, China, 19-20 September 2010

Volume One: Main Findings and Policy Implications



48 Economic Transformation and Poverty Reduction: How it happened in China, helping it happen in Africa

Main Messages

Lessons from China in an African Context

Both rural and urban infrastructure are key elements in developing growth paths that
pull poor women and men out of poverty by increasing their productivity and
generating positive rural-urban economic interaction and migration. Massive poverty
reduction happens this way and requires a huge increase in infrastructure provision
within a 2 to 3 decade time frame.

Basic rural infrastructure can be generated by community efforts using local labour at
low cost, which is an important form of capital investment. But larger on-going efforts
require on-going planning and funding processes that provide national impetus and
incentives for local authorities to build implementation capacities and to perform.

Growth drives infrastructure demand and generates public revenues that can finance
public investment in infrastructure - moving to this virtuous circle is key. Growth-
driven infrastructure demand also creates the environment for cost-recovery systems
that provide the basis for a high degree of self financing.

Export-led growth requires high-performance infrastructure services on timelines
linked to strategic planning of export activities and adapted to the needs and rhythms of
a diversifying range of exports. Management and maintenance systems that can assure
such high performance are thus essential.

Infrastructure development in China has also enabled the integration of the Chinese
economy across a wide span of industries and locations, itself a major vector of
economic growth.

The infrastructure planning, construction and management processes require a high
degree of professional policy analysis combined with effective political processes for
decision making and implementation - decision-making and implementation have
required extensive deliberative and co-ordination processes in China, there has been no
short cut.

Thus building the professions, institutions, processes and analytical and management
tools for infrastructure development has been a complex process. China’s achievement
on these fronts embodies much learning from the participation of OECD countries and
multilateral institutions in China’s infrastructure development.

China still faces major challenges in the financing and management of infrastructure,
ensuring their integrity, correcting inequities and disparities such as land rights and
transfers, which have been a major source of financing for urban infrastructure, and
investing in infrastructure that will help eliminate areas of persisting poverty.
Infrastructure for a green economy with an increasing urban population in large cities
is a further challenge of relevance to Africa.
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Key Directions for Afrcan and its Development Partners

e Africa has a major deficit in infrastructure provision which must be overcome as an
essential part of the process of generating growth that creates jobs and pulls the masses
of poor women and men out of poverty.

e The acceleration of growth in Africa since the mid-1990s is providing a basis for
demand-led infrastructure development. A ‘big push” on African infrastructure would
signal that Africa has now become a growth-oriented continent with a domestic market
that is growing fast and with new production potential.

e There is a new architecture for a systematic approach to infrastructure development in
Africa, the Partnership for Infrastructure Development in Africa (PIDA), which will
draw on the and the ICA (Infrastructure Consortium for Africa) and the detailed
country-based picture of unmet demands prepared by the African Infrastructure
Country Diagnostic (AICD).

e Given the key importance of regional integration to African growth processes, both in
terms of export development and diversification and in terms of “joining up” Africa,
cross-border infrastructure is a critical frontier for Africa. Transport corridors,
regional power pools and broadband communications are showing the way - complex
issues of financing, organisation and management are involved and behind that are the
more basic challenges of political co-operation and peace and stability in the short and
long terms. Regional infrastructure schemes could be an integral part of the solutions
to remaining areas of civil conflict in Africa.

e Africa’s development partners can play key roles here, crowding in private sector
investors too. With its large surplus of investible funds and a target for converting a
share of these funds into real assets, China could play a leading role in generating more
holistic approaches to infrastructure and manufacturing development across a wider
range of countries, using its experimental techniques to test out such holistic
approaches in a selection of country contexts. Several bilateral and multilateral donors
are also usefully now leveraging up their infrastructure support.

e Local rural infrastructure remains a key development vector in Africa, particularly
roads that allow subsistence farmers to participate in markets and join in dynamic
processes of increasing productivity, economic modernisation and urbanisation.

e As in China, the infrastructure development process will both require and help to
generate a new level of expertise and policy analysis, and growth in the relevant
professions, along with sub-national, national and regional political and institutional
processes for financing, decision making, management and maintenance. Developing
these capacities will be a major contribution to Africa’s emergence as a pro-active
participant in the global economy.
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Infrastructure as the Foundation for Growth and Poverty
Reduction: The Framework for the Discussion

Infrastructure has a key role in promoting growth and reducing poverty:

e Via the impact on growth potential through the provision of essential services such as
energy, transport, water and communications.

e Via the impact of infrastructure construction on growth and employment.

e Via the impact on people’s lives and opportunities - the fundamental development
impact - through enabling the time of men, women and children to be more productive,
reducing transactions costs, promoting communications, and creating economic and social
interactions.

Against this background participants agreed that there were three essential generic issues in
framing and assessing policies and performance in the field of infrastructure:

¢ Ensuring sustainability - including financing, maintenance and environmental impact.

e Achieving efficiency - including planning, resource allocation and public-private
partnerships.

e Increasing impact - on growth and poverty reduction, including procurement approaches,
local economy linkages and participatory decision-making processes for involving poor
people.

Thus the discussions at this event were organised not in terms of sectors, but in terms of policies and
performance across sectors.

In this framework, a critical factor is the capacity of the state to:

e Make policies and resource allocation decisions which are both rigorous and inclusive in
terms of impact.

e Ensure effective implementation arrangements, including incentives for efficient
management and maintenance on an on-going basis.

The two days of discussion thus ranged widely across governance, policy and capacity issues, as
well as the financing and planning-project cycle issues that are commonly the focus of infrastructure
discussions.

The discussions also recognised the vast differences between China, where three decades of major
investment effort have transformed the infrastructure situation, and Africa, where infrastructure
investment effort has lagged behind over this period, creating the need for a massive catch-up in
infrastructure provision. The context in Africa is of course different, politically and
geographically, and technological progress is reducing costs and expanding opportunities over
time.
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China’s Infrastructure Story

Policies and Achievements: 1980 - present

At the beginning of its reform period in 1978, there had been two decades of investment in heavy
industries, including coal, oil and power, but China’s infrastructure was in poor shape, in both
rural and urban areas. In the first decade of the reform era, priority was given to infrastructure
development for the rural reform programme and for the special economic zones (SEZs). Much
rural infrastructure was built with free labour at the local level and food-for-work programmes, using
labour-intensive construction methods.

As the growth process got underway in the rural economy and the SEZs, infrastructure became a
growth bottleneck. In the 1990s, infrastructure became a major component of the five-year plans and
the long-term goals for 2010, driven by growth in the real economy.

Institutional, managerial and financial reforms were put in place in the early 1990s:

e Budgetary allocations were replaced by state loans, but more particularly by “self-
financing”, with cost recovery becoming an important principle, associated with loans
to project-specific agencies and provincial and local authorities, from state-owned
policy banks.

® A new generation of engineers was trained. And a competitive construction industry
was fostered, with state-owned and private companies.

e Delegation to provinces generated competition to build the best infrastructure.

e In the rural areas, specific goals for providing infrastructure on a whole-village basis
were introduced and rural infrastructure has continued to be a target area with
evolving policies and resource provisions.

e In 2000, further measures for rural infrastructure targeting poorer areas were
introduced and a new priority for building transport links to the western provinces was
established.

As part of this overall process, inter-regional infrastructure was planned and built, integrating
the Chinese economy for the first time. An expressway system has been constructed and a large rail
network has been created including, most recently, high-speed rail. Urban transport has been
modernised. The Chinese construction industry has developed capacities to take on large projects and
is now highly competitive internationally.

The planning system provided a co-ordinating and prioritising mechanism between the state and
provincial and local authorities, and between a large range of ministries. Decision making often
took significant time as analytical and organisational issues were discussed at length. Specialised
agencies were created for implementation, linked to sectoral ministries, with performance reporting.

These factors have contributed to the supply, over 30 years, of a major new stock of
infrastructure connecting up rural and urban areas and the various regions of China which has
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enabled China to reduce poverty sharply, provide food security for 1.5 billion people and generate
fast, export-oriented growth.

China’s infrastructure development has been overwhelmingly financed from domestic public
sources, with user fees and sub-national financing mechanisms playing important roles. At the
macroeconomic level, the high domestic savings rate, which rose rapidly with the growth process, has
underpinned infrastructure investment. China has not drawn to any great extent on FDI or PPPs for
infrastructure investment. Rather, the ownership has been kept within China, linked to the domestic
planning system and national and sub-national levels of government, and to the domestic financing
system as it developed, with local government financing vehicles and the state-owned policy banks.
(FDI and joint ventures have been used in manufacturing operations for high-speed trains, aircraft,
road vehicles and construction equipment).

The Role of OECD and Multilateral Finance and Expertise

Nevertheless, OECD countries have played important roles. In the 1990s, China began to draw
on the expertise, assistance and official finance from OECD countries. Earlier in the reform
process, when China’s own financial capacity was still limited, Japan had already provided resource-
based loans and helped modernise basic infrastructure and industry. But progressively, as the growth
process gained momentum, self-financing of projects and provincial/local-level investment became the
major financing streams for infrastructure, with state-owned policy banks playing an important role,
but independent of the central government budget and public debt management.

OECD/DAC country governments and corporations have been heavily involved in the creation of
modern transport infrastructure in China in this context - including airports, metros, bridges,
expressways and high-speed rail, with concessional loans and export credit loans linked to cost-
recovery arrangements. But the essential contribution has been assistance with management
systems and training and technology.

The World Bank and other donors introduced Chinese officials and experts to the notion of the
project cycle and its various analytical and organisational tools, including feasibility studies,
cost-benefit analysis, competitive bidding and evaluation. These techniques are now well
established in the Chinese infrastructure planning and management system.

At another level, specific expertise has had a major impact, for example Japanese town planning
know-how on managing a megalopolis was an important influence on the planning of modern
Shanghai. And the World Bank facilitated access to world-class expertise on creating and managing
the Chinese expressway system. The World Bank also financed the introduction of the urban road
maintenance system. OECD countries and corporations helped finance and build the metro systems in
Beijing and Shanghai. There are many other similar stories.

The Impact on Poverty Reduction and Outstanding Issues

Infrastructure investment has had a large impact over the last thirty years through the access of
poor women and men to jobs and basic services. Rural areas became centres of enterprise at the
town and village level, helped by special incentive schemes related to the specifics of the Chinese
context in the early years of the reform. And the broader transformation process to an export-oriented

Volume One: Main Findings and Policy Implications



Economic Transformation and Poverty Reduction: How it happened in China, helping it happen in Africa 53

manufacturing base for the global economy, with all the infrastructure creation involved in that, pulled
millions of people out of rural areas to urban areas and underpinned the emergence of a large middle
class, albeit with a rapid rise in inequality.

Of fundamental importance, there is now a strongly established capacity for infrastructure policy
analysis, planning and decision making, co-ordination and implementation and supporting
research capacities and intellectual capital.

Chinese participants noted, however, that much remains to be done, both in terms of
infrastructure supply and in terms of policies and institutional mechanisms:

e Management and maintenance issues have not always been fully resolved.

e The progressive delegation of road construction to provincial authorities may reduce attention
to inter-regional road construction, where spillovers such as the reduction of inventory levels
are potentially high.

e Rapidly rising car ownership is creating urban gridlocks.
e  Public debt issues are becoming a concern at provincial, municipal and local levels.
e Vested interests now exist as a factor in policy making.

e The management of land acquisition and sales, which have been intensively used to finance
urban infrastructure, has contributed to rising inequality.

e Infrastructure investment is a major component of planning the next phase of poverty
reduction in disadvantaged regions in China.
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Africa’s Infrastructure Challenges and Opportunities

African contributors and participants provided evidence of the very low infrastructure provision
across all of the major infrastructure service areas - electricity/energy, roads, water and
communications. This situation is constraining progress in reducing poverty and retarding the
expansion of job-creating firms. At the same time, the higher rate of economic growth since the
mid-1990s has been significantly assisted by rising rates of infrastructure investment while, at the same
time, creating new levels of demand for infrastructure services. Continued progress on peace and
security, governance and regional integration is an essential component of building on these new
prospects for infrastructure development in Africa and taking further the cross-border projects
needed to ‘“join up” Africa and create new dynamics of inter-regional trade and investment.

The New African Architecture for Infrastructure Investment

Knowledge of Africa’s infrastructure needs and issues has been significantly improved by the
African Infrastructure Country Diagnostic (AICD) project, with an initial study of 24 sub-Saharan
countries completed in 2010, to be updated on an on-going basis and with country coverage to be
expanded.

The AICD study has shown that sustaining and strengthening the growth dynamic in Africa will
require a “big push” in infrastructure investment on a scale exceeding previous estimates. Power
supplies account for the biggest share of expenditure catch-up. And, because of the economic
geography of Africa, a significant part of this will need to be sub-regional and continental, which is a
special challenge because of the political geography of Africa, with more than 50 states.

A new architecture for developing Africa’s infrastructure has been established by the African
Union, which has the mandate for co-ordinating and harmonising Africa’s economic, social and
infrastructure policies, with sector policies and master plans based on the work of the Regional
Economic Commissions. The new co-ordination mechanism - the Programme for Infrastructure
Provision in Africa (PIDA) - will develop an infrastructure investment programme ( short, medium
and long-term) and an implementation and action plan.

The PIDA will also provide an interface with development partners interested in supporting
regional and continental infrastructure. The PIDA initiative is being jointly led by the African
Union Commission, the NEPAD Secretariat and the African Development Bank. It will be able to
draw on the work of the Infrastructure Consortium for Africa (ICA) and the African Infrastructure
Country Diagnostic project.

Financing, Capacity and Sustainability Issues

A question arising in discussions was whether growth in Africa has reached a rate which is
creating real demand for infrastructure, and real increases in government revenues to help
support the provision of increased domestic financing. These dynamics had driven infrastructure
investment in China in the 1990s. The AICD study seems to have answered this question in the
affirmative, though there were concerns about the feasibility of a big push approach in economies
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where growth remains slow, and some skepticism about large, financial-gap analysis as compared with
holistic, multi-year implementation plans with ready-to-go projects backed by feasibility studies and
financing arrangements. Many announcements of large-scale projects involving infrastructure provision
as part of larger investment packages with resource-based repayment terms have been thinly based, in
terms of research and financial terms, and lacking in transparency, with weak follow-up.

Another fundamental concern was the huge capacity constraints in African state capacity in
planning and management of infrastructure, at all levels - macroeconomic policy analysis and
planning, budgeting and medium-term expenditure planning, auditing and accountability systems,
public administration at central and provincial levels and capacity for co-ordination among line
ministries and at the sub-regional and continental levels. These challenges will require the
development of strong and effective state institutional structures. This was one of the reasons why
Africans were looking east - to see how these challenges had been addressed in recent times in China
and other successful Asian economies.

The discussion then moved to the question of financial sustainability. China had managed to
maintain macroeconomic stability while raising infrastructure and other public spending as savings rates
and tax revenues rose and the infrastructure investments were raising the productivity of the economy.
In Africa, it would be important to maintain macro stability and ensure that infrastructure investments
were efficient and enhanced productivity. Fast growth of externally financed infrastructure would
require underlying structural economic transformation to be proceeding also at a fast pace, if budget
balances and external debt accumulation were to be sustainable. This would constitute a virtuous
circle. Without such a confluence of factors, budget and debt constraints would require lower speed
limits to be observed.

China’s Role in the Expansion of Africa’s Infrastructure

The African growth and infrastructure outlook appeared to some Chinese officials and experts to
present a huge opportunity to match up China’s very large financial resources ( excess foreign
reserves needing to be diversified into real assets with long-term income streams) with Africa’s
pressing needs for large-scale investment in infrastructure for resource development and
economic diversification. This could generate a major win-win growth driver for both African
countries and China in the coming decades.

Such a dynamic process of capital exporting by China to Africa was seen by both African and
Chinese experts to require some fundamental changes of approach on both sides:

e Chinese financing for African development is currently heavily focused on just 4
countries - Angola, Ethiopia, Nigeria and Sudan - and overall has been largely
piecemeal. A large-scale capital transfer across a wider selection of countries would require
strategic packages of infrastructure finance and associated investments in the other sectors of
the economy, including also financing inter-regional projects and development.

e This would involve bringing in other investing countries and partners.

e Chinese private investment in Africa would also play a big role. Even if the share of total
Chinese private investment going to Africa remains relatively small, it is already rising fast,
actively encouraged by the “going out” policy of the Chinese government.
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e It also implies going beyond a traditional focus on public buildings in China’s aid
programmes, to encompass a wider range of infrastructure and sectoral investments.

China has indicated, through the FOCAC process and its recent White Papers on trade and
foreign aid, that it is ready to shift in these directions. Participants saw major implications for the
nature and transparency of China’s financing transactions, notably for those involving commodity-
based investments and repayment terms. Chinese concessional financing is increasing, notably in the
FOCAC context. Much of the lending already goes beyond the realm of concessional financing,
although still through the key Chinese policy banks which are state-owned.

The Chinese policy banks for development lending, the EXIM Bank and the China Development
Bank, were seen to be able to deploy good capacities for project analysis, selection and
management, including risk analysis, so the potential and the need for sharing these skills with
African partner countries could make a large contribution to resolving the African state capacity
problem. With greater transparency, this would also strengthen local ownership and accountability
processes, a key to longer-term sustainability of any major stake holding in African development. And
with greater use of local partners in project implementation, local economic linkages and skill
acquisition could be powerful multipliers of Chinese development co-operation in Africa.

Rebuilding OECD and Multilateral Infrastructure Support for
African Development

OECD countries are now working to rebuild their support for infrastructure development in
Africa after two decades of decline. This includes, notably, support for the expansion of
infrastructure lending by the African Development Bank, the World Bank and the European Union.
Germany, France, Japan, the United States and Canada have specific bilateral programmes.

The European Union is building a new effort on infrastructure under the EU Partnership on
Infrastructure, with substantial allocations from the European Development Fund leveraging finance
from the European Investment Bank - EUR 100 million of official development assistance ( ODA)
can leverage EUR 1. 5 billion of project finance through the financial engineering of the Infrastructure
Trust Fund. The Partnership encompasses continental, regional and national levels, with a move from
a project-based approach to a sectoral-level approach and a focus on transboundary connections such as
transport corridors. The basic, strategic lines are expressed in terms of connectivity and access
objectives for water, energy, ICTs and transport. The principles of the Paris Declaration on Aid
Effectiveness are applied, with ownership of the programmes and the dialogue process by the
government and with lead donors in various sectors to reduce transaction costs. There is a dynamic
process where the government and the donors are jointly involved in strategy and implementation,
including sustainable arrangements for delivery. Sustainability, transparency and accountability, good
governance in terms of public sector management and institution building and co-ordination are basic
objectives.

The United States has an Africa Infrastructure Programme to provide capacity building and support
services on renewable and conventional energy projects. Japan has a special focus on transport
corridors connected with enterprise development and economic diversification. The World Bank and
the African Development Bank have reprioritised their infrastructure portfolios.
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The Increasing Role of Other Development Partners

It was noted that other development partners with significant roles include India and the Gulf
States, with Brazil, Korea and Turkey also having experience and capacities with much to
contribute. South Africa, with its experience and expertise and enterprises in infrastructure, has a
role that also encompasses public expenditure and taxation issues, including gender-sensitive
budgeting. Thus, Africa has a multiplying range of partners who can play a role in the rapid expansion
of infrastructure development across the continent.

A Big Push on African Infrastructure: Making it Work

A big push on infrastructure development in Africa should have a strongly positive impact on
enterprise development and management and labour force skill formation in Africa. It will
therefore be important for all providers of development assistance to Africa to seek to promote
these impacts, through procurement decisions, joint ventures and partnerships and staffing and
training policies as well as support for vocational and tertiary education programmes, often involving
sub-regional structures, designed to produce a major expansion of competent engineers, managers and
skilled workers.

The advent of the PIDA framework should assist all development partners to have a better
overview of African infrastructure programmes and objectives and to encourage the development
of African enterprise. African participants were concerned that Chinese infrastructure development
programmes operating with Chinese contractors and the support of the policy banks should seek ways
of crowding in African enterprises, taking care to avoid risks of crowding out African enterprise
development.

The scaling up of African enterprise development also puts a major premium on the quality of
political processes and decision making, since the effective functioning and economic productivity
of infrastructure will be critical to the sustainability and growth and poverty reduction impact of
the growing stock of infrastructure investment. African participants noted in this regard that
political decision making in African countries and in development partners needed to be embedded in
analytical work and feasibility studies and wide consultation processes that would give legitimacy to
project selection and infrastructure programmes. The good governance of infrastructure development is
also essential to the financial sustainability of a big push on infrastructure investment.
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Conclusions

Lessons from China in an African Context

¢ Both rural and urban infrastructure are key elements in developing growth paths that
pull poor women and men out of poverty by increasing their productivity and
generating positive rural-urban economic interaction and migration. Massive poverty
reduction happens via this process and requires a huge increase in infrastructure
provision within a 2 to 3 decade time frame.

e Basic rural infrastructure can be generated by community efforts using local labour at
low cost, which is an important form of capital investment. But larger on-going efforts
require on-going planning and funding processes that provide national impetus and
incentives for local authorities to build implementation capacities and to perform.

e  Growth drives infrastructure demand and generates public revenues that can finance
public investment in infrastructure - moving to this virtuous circle is key. Growth-
driven infrastructure demand also creates the environment for cost-recovery systems
that provide the basis for a high degree of self financing.

e Export-led growth requires high-performance infrastructure services on timelines
linked to strategic planning of export activities and adapted to the needs and rhythms of
a diversifying range of exports. Management and maintenance systems that can assure
such high performance are thus essential.

e Infrastructure development in China has also enabled the integration of the Chinese
economy across a wide span of industries and locations, itself a major vector of
economic growth.

e The infrastructure planning, construction and management processes require a high
degree of professional policy analysis combined with effective political processes for

decision making and implementation - decision-making and implementation have
required extensive deliberative and co-ordination processes in China, there has been no
short cut.

e Thus building the professions, institutions, processes and analytical and management
tools for infrastructure development has been a complex process. China’s achievement
on these fronts embodies much learning from the participation of OECD countries and
multilateral institutions in China’s infrastructure development.

e  China still faces major challenges in the financing and management of infrastructure,
ensuring their integrity, correcting inequities and disparities such as land rights and
transfers, which have been a major source of financing for urban infrastructure, and
investing in infrastructure that will help eliminate areas of persisting poverty.
Infrastructure for a green economy with an increasing urban population in large cities
is a further challenge of relevance to Africa as urban development gathers pace.
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Key Directions for Africa and its Development Partners

e Africa has a major deficit in infrastructure provision which must be overcome as an
essential part of the process of generating growth that creates jobs and pulls the masses
of poor women and men out of poverty.

e The acceleration of growth in Africa since the mid-1990s is providing a basis for
demand-led infrastructure development. The recent comprehensive study by the
African Infrastructure Country Diagnostic (AICD) project, which will be extended on
a continuing basis, provides the first detailed country-based picture of the unmet
demands.

e There is also a new architecture for a systematic approach to infrastructure
development in Africa, the Partnership for Infrastructure Development in Africa
(PIDA) which will draw on the AICD and the ICA ( Infrastructure Consortium for
Africa).

e Given the key importance of regional integration to African growth processes, both in
terms of export development and diversification and in terms of “joining up” Africa,
cross-border infrastructure is a critical frontier for Africa. Transport corridors,
regional power pools and broadband communications are showing the way - complex
issues of financing, organisation and management are involved and behind that are the
more basic challenges of political co-operation and peace and stability in the short and
long terms. Regional infrastructure schemes could be an integral part of the solutions
to remaining areas of civil conflict in Africa.

e A “big push” on African infrastructure would signal that Africa has now become a
growth-oriented continent with a domestic market that is growing fast and with new
production potential. Africa’s development partners can play key roles here, crowding
in private sector investors too.

e  With its large surplus of investible funds and a target for converting a share of these
funds into real assets, China could play a leading role in generating more holistic
approaches to infrastructure and manufacturing development across a wider range of
countries, using its experimental techniques to test out such holistic approaches in a
selection of country contexts.

e The European Union is now leveraging up its infrastructure support, integrating the
principles of ownership and capacity development. The United States and Japan are
also helping with strategic assistance. And a range of emerging countries are now also
active partners in infrastructure development. South Africa has a particular role. It
will be important that all these efforts be coherent, with functional co-operation and
competition, and ensuring that African enterprises are fostered in the process. All these
possibilities imply a further degree of concertation among Africa and its development
partners.

¢ Local rural infrastructure remains a key development vector in Africa, particularly
roads that allow subsistence farmers to participate in markets and join in dynamic
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processes of increasing productivity, economic modernisation and urbanisation.

e As in China, the infrastructure development process will both require and help to
generate a new level of expertise and policy analysis, and growth in the relevant
professions, along with sub-national, national and regional political and institutional
processes for financing, decision making, management and maintenance. Developing
these capacities will be a major contribution to Africa’s emergence as a pro-active
participant in the global economy.
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Chapter 5

Enterprise Development
and Economic Transformation:
Creating the Enabling Environment

Addis Ababa, Ehiopia, 16-17 February 2011
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Main Messages

Lessons from China

e  China’s leadership set out a bold and motivating vision to become a middle-income
country within a generation. That vision drove a pragmatic and progressive policy approach
based on experiment, learning, replication and on-going adaptation.

e This approach placed learning and innovation at the heart of the growth process, allied
with performance-based policy and evaluation systems, creation of competitive markets and
accountability for progress.

e The sequence of experiment, assessment and scaling up became widely practised, with
interaction between researchers, policy makers and local actors.

e Key policy shifts emerging from local experiments were the reform of land tenure
arrangements, which drove up agricultural productivity, special economic zones, which
created a basis for engagement in global value chains, and privatisation, which helped to
decentralise the economy.

e Together, these reforms created strong incentives for enterprise creation, which were
supported by public programmes at local, provincial and national levels for enterprise

3

support, including both “hard” infrastructure and “ soft” infrastructure ( especially
institutions for applied research and development) and policy research linked to decision

making.

e The learning culture valued and retain talented people. And, on-going special
programmes have attracted back talented Chinese from the diaspora and brought leading
world experts to China.

e Trade, investment and aid were regarded as a rich source of ideas and networking from
which Chinese enterprises and experts could learn, replicate and further develop.

e The learning culture permeated widely, supported by sector and location-specific
consultation processes in which local authorities acted as service providers to enterprise
development with fast-track responses to new challenges and opportunities.

e The private sector employment creation that resulted from this enterprise-rich strategy
generated upward mobility for millions of people, pulling them from poverty and giving
rise to a new professional middle class able to fill all the roles needed in a more complex
and technology-intensive economy.

e This whole process has taken 30 years, starting with small beginnings and small
enterprises. There was no detailed blueprint, but rather a process of dynamic capacity
development, based on learning as you go and solving the next problem as it arises, driven
by the overall nation-building goals.

e China’s transformation should not be idealised, however. The 12th five-year plan
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identifies and addresses some major challenges. Serious social stresses and large imbalances
between rich and poor and different regions have arisen. Extreme poverty still envelopes
around two hundred million Chinese people. Environmental damage from the initial years of
neglect persists.

e These challenges all imply structural response and institutional change. Green growth
has become a top priority to reduce the energy intensity of Chinese growth and create green
living environments. A new ten-year plan for targeted poverty reduction. And policies are
being re-geared to promote higher domestic consumption and less reliance on export growth,
with significant restructuring implications.

Fostering the Enterprise Economy in Africa

Africa can make far-reaching economic and social progress in the next 30 years. Africa’s current
situation should not be assessed against China as it is now, but with China as it was in the 1980s.
Africa’s transformation will be different from the Chinese experience because the contextual factors -
historical, political, geographic, ecological and technological - are very different. But, Africa will
have important latecomer advantages, including the multi-polar global economy with new sources of
demand and business models and new technologies which will help Africa to leapfrog forward in some
crucial areas.

In looking ahead at Africa’s transformation prospects, the issue of enterprise development is
central and goes well beyond the familiar lists of things to do to improve the policy and business
environment. Key dimensions are:

e Nation-building leadership with a clear vision and commitment to becoming an
inclusive, well-functioning middle-income country within the next generation, meeting
and going beyond the MDGs.

e [Effective states and responsible corporate governance in Africa become a strategic
interest for China and other emerging countries, as they build up their participation in
Africa’s development. Transparency, financial sustainability and fiscal integrity are
important in this context and require co-operative international and domestic efforts.

e Transformation will both demand and produce a huge increase in organisational
capacity in both the public and private sectors in Africa. Performance-based
organisation is the source of value-added at all levels. Entrepreneurs essentially bring
ideas together with organisation. Participation in local, regional and global supply
chains will speed up the organisational learning process and the expansion of the formal
economy.

e Transformation is a people-based process. Fostering upward mobility, the role of the
diaspora and the emergence of a growing professional middle class in a process of
dynamic capacity development is a strategic part of the transformation process. A
favourable intellectual climate is as important as a good investment climate and good
infrastructure.

e Joining up the African continent through regional integration and infrastructure and
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promoting linkages between the agriculture, industry and services sectors and rural-
urban areas is a dynamic growth frontier for Africa.

e Effective on-going interaction/adaptation between policy makers, researchers,
economic actors and public feedback is the basis for the fast learning-based growth that
is possible with the absorption of ideas from many sources, domestic, regional and
global.

e African countries’ efforts to shape their own national and regional development
pathways are being supported by their development partners in the growing number of
African knowledge platforms, partnership forums and peer review processes across a
wide spectrum of issues.

e African ownership is strengthening. The policy frameworks and institutions emerging
for growth, governance and regional integration in Africa provide a central point of
reference for future co-operation.
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Setting the Context for Dynamic Enterprise Development
in China and Africa

Discussion at this meeting in Addis Ababa of the China-DAC Study Group linked back to key themes
emerging from the Study Group’s first event in Beijing in September 2009, which underlined the
importance of a strong developmental state with an inclusive national project for economic
transformation. Leadership is key to providing the vision and linking it to public policies and
performance.

Chinese participants set out the narrative of how, in 1978, Chinese leaders had set out a vision for the
transformation of the nation from poverty to middle-income status within a generation:

e This vision was not set out as a detailed blue print, but served to guide policy making as an
experimental, pragmatic process closely linked with extensive performance monitoring and
feedback systems.

The creation of an enterprise-driven market economy emerged from this process. The beginnings
were:

e A bottom-up reform of land tenure arrangements, which created strong production incentives
and laid the basis for off-farm enterprise and employment in the rural sector.

e The setting up of an experimental special economic zone (SEZ), which became the basis for
the development of a globally competitive manufacturing sector, drawing on the large labour
pool released by the success of the rural reforms.

Policies and priorities were determined in relation to emerging experience and opportunities as the
process evolved:

e Significant capacities for policy analysis and empirical studies were created in ministries, in
the universities and in scientific institutes as a basis for informing policy development and
review and accountability.

e  Civil service appointments became competitive and performance based.

e Political leadership was subject to rotation and selection, with strong performance
objectives, incentives and evaluation.

The planned economy and the extensive state enterprise system were transformed into a competitive
economy with extensive privatization and decentralization to provincial and town and village levels:

e At the same time, the state invested heavily in supportive “hard” and “soft” infrastructure.

®  Much policy effort and infrastructure investment has been needed to link up the various
regions of China.

The Chinese miracle has seen hundreds of millions of people lifted from poverty, the creation of
a large urban middle class and a double surplus of domestic savings and foreign exchange.

At the same time, there have been considerable social stresses and accumulating social and economic
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imbalances. It is important not to idealise China’s transformation story; there were mistakes and
setbacks and many reforms are still needed. And more than 50% of China’s population is still rural:

e The new Chinese five-year plan looks to address these challenges: to increase the quality
and sustainability of growth more than the rate of growth; raise domestic consumption rates
and reduce the export-orientation of industry; correct widening social and regional
imbalances; eliminate remaining poverty; and share actively in the governance of the
international system - all this implying accelerated institutional reform.

African participants at the Addis Ababa meeting again identified the need for leadership in
African states to create inclusive, motivating, national visions and political consensus, and to
generate the policy processes and public goods to speed up the transformation of their countries
to middle-income status.

The growth record in Africa has picked up markedly in recent years, stimulated by the additional
demand for natural resources from emerging economies, notably China and India, and by policy
improvements in many African countries, including regional integration frameworks.

The continuation and acceleration of this upturn in growth performance will promote, and demand, the
development of the enterprise sector. There are signs of strengthening global investor perceptions of an
unfolding African growth story.

Analysis of the growth records of African countries indicates that the relative underperformance of the
past few decades can be attributed to a number of policy syndromes - perverse economic incentive
structures; predatory leadership, with rent-seeking and corruption among elites and ethnic groups;
boom and bust public expenditure cycles; and state failure and breakdown.

e Together these syndromes reduced African growth rates on average by 2% per capita over
the 1960-2000 period, accounting for more than the growth gap with other parts of the world
except for East Asia.

e  The prospects for the African growth story to become an established phenomenon, attracting
large amounts of domestic and foreign investment and enterprise creation, depend upon
avoiding these recurring syndromes in the future.

Thus, a “syndrome-free” Africa would open the way for an African economic miracle. The evidence
suggests that the most effective way of assuring syndrome-free policies are constitutions that place
constraints on the executive, including notably through term limitations.

State breakdown and predatory leadership are particularly costly, often involving conflict with regional
repercussions. With over 50 sovereign states, often with complex ethnicity problems, the emergence
of leadership in Africa with effective nation-building skills and developmental vision is frequently
problematic.

Regional integration and continental policy definition, peer review processes, and peace and security
architecture are of special importance in this context. The African Union has these mandates and is
progressively providing the “African public goods” that can assure a dynamic, syndrome-free growth
path for Africa.
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Fostering the Enterprise Economy: China and Africa

In China, the creation of the enterprise economy went hand in hand with the change from a socialist

economy to a market economy, agricultural reform and the decision to join up with the global

economy:

Policies targeted town and village enterprise creation (TVEs), special economic zones and
widespread privatisation of State-owned enterprises. Agricultural modernisation was pursued
in tandem with industrial modernisation, in an enterprise-intensive dynamic process.

Policy frameworks were improved progressively and eventually put into legal form with a
complete set of laws covering TVEs, SME’s and FDI. The State moved from being a
regulator to being a service provider and facilitator for enterprise creation and growth.
Intensive consultation processes were established in towns, villages and SEZs to deal with
problems and opportunities on a fast-track basis.

Infrastructure was given high importance - transport, water and energy.

Management strengthening for SMEs was a priority and strategies for high-tech development
put in place.

Today, only 3% of enterprises are in the State sector. They are large enterprises,
accounting for 30% of GDP, but 90% of employment is in the private sector. A booming
private sector has been the key driving force in the Chinese economy.

In Africa, there has been extensive privatisation, but the emergence of a vibrant, innovative

private sector has not been spontaneous in many African states. But African policy makers,

inspired by and learning from China and other emerging markets, are now making enterprise
development and employment a core priority. And new African business models and

entrepreneurship are now emerging and the corporate banking market is expanding:

The role of the State as a facilitator of enterprise creation has been recognised in the
creation, in 2005, of the African Union Private Sector Forum, to deliberate on policies
and strategies.

The African Union has a private sector development strategy and action plan, built
around strengthened policy frameworks and institutions, and regional integration is a
central thrust.

Enhanced partnership between China and Africa will be of mutual benefit. The
FOCAC is a key vehicle for this and trade and investment links are expanding fast.
China’s opening of its markets to African exports is also of strategic importance
alongside OECD market opening programmes.

The China-DAC Study Group process provides another excellent platform for sharing
experiences: African participation should be institutionalised. African participants are noting a

new appreciation among OECD countries of the role of the State in economic development and

enterprise creation; an important and welcome shift in recent development thinking.
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Dynamic Capacity Development: States,
Enterprises and Markets

What Africa can learn from China and other emerging economies is not the specific experiences,
which are not replicable - every country is different and will forge its own growth path; there was no
standard Asian model. What is replicable is the basic strategy of promoting learning-by-doing through
competitive markets, engaging in supply chains, providing mechanisms for rapid interaction and
feedback between the State and the enterprise sector and creating the human and institutional capital
needed for managing enterprises which can progressively move up the value chain:

e A dynamic capacity development approach starts with the identification of existing
strengths and possibilities and builds on that through hands-on focused efforts and trial and
error. A learning mindset is of the essence. Industrialisation is not a document, or even a
plan, but a process with an on-going policy dialogue and self-owned responses to changing
comparative advantages, which needs to be very self-disciplined.

China did very well with this approach - it had been goal-oriented, experimental and with
integrated policies and public investments. It found entry points and then moved from there, with
strategic management of foreign investment and aid incorporated into its evolving growth path. The
move to a market economy and membership of the WTO had provided enterprises with many
opportunities. A number of enterprises that had begun as small, low-tech companies were now,
through highly innovative management and supportive macro and micro policies, among the Fortune
500. The complex management capacities and structures needed to run these companies had been
created along the way.

Ethiopia, among the African countries now pursuing an industrial development strategy, is
working with the dynamic capacity development approach, under its Growth and
Transformation Plan (GTP). Growth is running at 11% p. a. and export growth has been 25 %
for the last 5 years. The aim is to become a middle-income industrialised country in the next 10
to 15 years. Infrastructure investment and public software, such as work skilling and higher education
systems, are being sharply expanded to provide a new generation of skilled workers, competent
managers and entrepreneurs. Agricultural enterprise is being stimulated by a nationwide commodities
exchange which delivers price making and rapid cash settlements to farmers. Industry-support systems
are being created in the form of institutes and training schemes to assist existing and new enterprises to
scale up their capacities for market. Development partners are helping with various dimensions of this
agenda, with Japan providing advice on dynamic capacity development methodologies and concrete
cases.

Following this approach, the key ingredient is leadership which promotes a learning environment
with piloting and experimenting, identifying and building on new opportunities as the economy
develops. It implies an effective state. Effective states and effective markets are therefore
interdependent and interactive with fast feedback processes and adjustment. This implies discipline and
future-orientation, rather than the protection of acquired interests or economic rents. It also implies
bringing the social policy agenda back into the economic agenda as human development and human
security are key inputs into the development process. Social protection is not welfare, but investment
in this growth framework.
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Another key ingredient is time. While Africa will benefit from the leap-frogging opportunities of
recent technical progress, it is important to recognise that China is where it is now after
starting, 30 years ago, at a point where many African countries are today. So, it is necessary
above all to start, and then to adapt and improve progressively. African participants had identified four
key drivers: a learning and experimentation culture; swift and timely inputs from central and local
governments in Africa; comprehensive incentive schemes for enterprise development; and education
and skilling policies designed to generate a productive workforce.
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China and Africa and the New Global Economy

With China’s “going global” policy spurring dynamic growth in Chinese investment worldwide and
Africa’s “looking east” policy looking east, there is an historic opportunity for Africa to play a new
role in global value chains. But the key factor will be Africa’s success in shaping policy responses that
can capture this opportunity.

OECD investors still account for the major part of Africa’s foreign investment stocks and new inflows.
But the strong trajectory of Chinese investment in Africa suggests that it could become the
largest source within the next decade, even though Africa is only the third destination for Chinese
investment and accounts for just 5% of China’s total annual outflows of foreign investment.

Chinese investors are active in 50 African states and the investment is in all kinds of sectors in all kinds
of places, albeit with a concentration in some 5 or 6 African countries. The main investors are not
Chinese State-owned enterprises but Chinese private companies, mainly from a few provinces
and working with the Chinese diaspora. They are characterised by a strong entrepreneurial
spirit, combining risk taking with a powerful work ethic and focused on seizing opportunities and
adjusting quickly to local conditions. They see Africa as a continent of opportunity, rather than
problematic ground:

e  Their motivations include local market opportunities, intense competition in China, shifting
production to Africa and access to raw materials. Chinese investors compete with each
other, not with foreign firms, and rarely work with African companies.

Push factors in China include the progressive trend towards structuring aid projects as enterprises,
with on-going active involvement of Chinese managers ( from “official development assistance to
official development investment”), and the provision, under FOCAC, of a USD 5 billion pool of
assistance for private Chinese investment in Africa.

From an African perspective, the development impact will depend on these investments
generating spillovers of management skills and technical know-how into the local enterprise
sector.

China’s own policy towards foreign direct investment was shaped by the objective of maximising and
absorbing these learning opportunities, to speed up the modernisation of industries and business models
and to gain entry points into global value chains. A learning approach to foreign investment in Africa,
in agriculture, industry and services, would involve the encouragement of economic linkages through
sub-contracting, joint ventures and public-private partnerships. The regional economic integration
process in Africa is strategically important here, providing larger economic spaces for such linkages
and for the joining up of agriculture, industry and services.

China is providing a USD 1 billion fund of assistance for African SMEs, which could help to build
such linkages. Other development assistance providers are also helping with this linkage agenda,
including through the untying of aid and the promotion of local procurement opportunities as, for
example, in local and regional procurement of food aid.

A vulnerable front for Africa is the social and environmental dimensions of foreign investment. A
typical view is that China is spreading labour and environmental problems around Africa and
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other developing countries where it invests. There is a pressing need to engage Chinese
companies in the landscape of social development and green growth in Africa.

Many Chinese companies do not have the management skills and horizons needed for such
engagement. But to sustain their investment over the long run, corporate social responsibility will
need to be embedded in their corporate strategies. Helping them to be part of the corporate social
responsibility agenda will need intergovernmental co-operation and a multidimensional approach:

®  An African platform on corporate social responsibility is needed to bring this about.

e The OECD can assist with its experience with investment policies and MNE guidelines, and
instruments such as the risk awareness tool for weak governance zones and its due diligence
guidance.

e Work on climate change and green growth strategies for Africa in the UNECA and UNEP
can help and the OECD’s green growth strategy is another reference point for dialogue and
engagement ( China is participating in this work).
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Developing Basic Capacities: People and Institutions

The creation of a learning culture requires a climate in which intellectuals feel valued and useful;
institutions which generate knowledge and disseminate information; and strong commercial drivers.
Technology and ideas are not so much “transferred” as “acquired” by interaction with external actors
with new knowledge and business models that are taken up by local actors and developed in the local
context, and in the context of participation in global supply chains and partnerships.

China has designed special programmes to attract talented Chinese to return home, providing them
with good living and working conditions and roles and institutional environments in which they can
make maximum impact. These programmes also extend to bringing other talented people to help with
China’s on-going transformation:

e They can involve partnership programmes between local and external institutions, such as
universities and research institutes. They are keyed into well-defined national objectives and
missions in the science, technology and enterprise development fields and public
management. The most powerful incentive is the existence of a national transformation
project to which they can make an effective contribution.

African participants saw two key challenges in their environment:

e First, the demographic dynamics made primary schooling a priority, but employability
requires secondary and tertiary education, where there were still major deficits and
mismatches.

e Second, most African leaders had yet to create the national project and intellectual
climate that would draw talented and entrepreneurial Africans back to their countries.
Political and business elites very often formed closed circles with entrenched interests
that were very hard to penetrate or work around. Intellectuals were not welcomed and
used effectively. There is now a large African diaspora, with the potential to make a
large impact. Some countries, including Ethiopia, are putting in place schemes to
attract their diasporas to participate in the national development project.

Knowledge networks are evolving in Africa and there have been some remarkable results, as in
the case of the African Economic Research Consortium (AERC), which has helped to lift the
whole level of economic policy analysis and discussion in Africa and provide a new generation of
policy advisers and university teachers in the economics field. This model is being replicated in
other disciplines. OECD-DAC members have done much to support this network and there is
scope for China to help with this kind of approach also, as it is now beginning to do in the
context of the FOCAC. The AERC is currently conducting a series of country studies on China-
Africa trade and investment relations:

e The onus is however on Africans to generate the technological governance policies and
institutions needed to absorb technologies. There has been real success here in the field
of ICTs. But, more generally, research and development is not a domestic priority and
is largely funded by development assistance providers. And African knowledge
platforms too often focus on technology per se, rather than on the policy issues, and
they too rarely address policy makers. They need to be more multidisciplinary and
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more open to taking on innovation and mentoring roles. There is progress in this
direction recently in the areas of agriculture ( CAADP), public financial management
reform (CABRI), regional integration ( ARIA process), governance reform ( APRM
and the African Governance Report process) and capacity building (ACBF).

e The issues involved in the commercialisation of technology, such as intellectual
property, were not widely recognised or understood by African governments, with a
few notable exceptions. Ways forward should include university-industry-government
partnerships; strategic use of government contracts; alliances between domestic and
foreign firms; and international research and development frameworks. Universities
could be given more responsibilities and encouraged to undertake peer reviews, joint
evaluation and joint teaching. They should be nurturing the culture of creativity and
innovation in product markets and the spirit of discovery - qualities that now exist in
China and other emerging countries and take time to build and register.
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Green Growth: Environmental Policies and Regulations

China faces serious environmental challenges, both in its cities and the countryside, and is still having
to deal with legacy problems from neglect of environmental spillovers in the early years of its
economic transformation. However, green growth is now a top priority and emissions intensity is
falling as new technologies, economic incentives and public processes come into play and cities begin
to compete on green performance. A large industry, with enterprise creation and exports, is now
being built around the technologies and equipment need for green economic growth:

e  After neglect in the 1980s, China put in place institutional and policy frameworks for
environmental management in the 1990s. In this century, public participation and public
pressure have become part of the approach, with a big change in mindset and acceptance of
the “polluter pays” principle. Methods have moved from direct government controls and
downstream abatement to upstream prevention and economic incentives. There is, however,
a relative lack of research capacity to back up policy making and this requires new human
and institutional resources.

Africa, with its large population dependent on natural resources for their livelihoods, the scale
of the extractive industries in Africa and the entrenched cycle of poverty and conflict still
untamed in some areas, is particularly fragile in a context of rising global demand for raw
materials. At the same time, there are new opportunities which can be a central part of Africa’s
transformation process, building on the pursuit of green growth as a global objective. Africa can
benefit from the new technologies and the demand for new environmental services, which can
generate enterprise development:

e There are new policy frameworks coming into place in Africa for formulating climate
change strategies and responses and for country-level green growth strategies. These
can be the building blocks for a ‘“‘green economic transformation” which is both efficient
and dynamic and with many opportunities for enterprise development. At the same
time, it is crucial that green growth becomes embedded in corporate social
responsibilities and that there are effective national, regional and continental capacities
for managing the issues and activity in extractive industries and polluting industries,
including agriculture. Providers of development assistance, including China and other
emerging countries and OECD-DAC can help with this agenda.
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Conclusions

Africa can make far-reaching economic and social progress in the next 30 years. Africa’s current
situation should not be assessed against China as it is now, but with China as it was in the 1980s.
Africa’s transformation will be different from the Chinese experience because the contextual factors -
historical, political, geographic, ecological and technological - are very different. But, Africa will
have important latecomer advantages, including the multi-polar global economy with new sources of
demand and business models and new technologies which will help Africa to leapfrog forward in some
crucial areas.

In looking ahead at Africa’s transformation prospects, the issue of enterprise development is
central and goes well beyond the familiar lists of things to do to improve the policy and business
environment. Key dimensions are:

e Nation-building leadership with a clear vision and commitment to becoming an
inclusive, well-functioning middle-income country within the next generation, meeting
and going beyond the MDGs.

e Effective states and responsible corporate governance in Africa become a strategic
interest for China and other emerging countries, as they build up their participation in
Africa’s development. Transparency, financial sustainability and fiscal integrity are
important in this context and require co-operative international and domestic efforts.

¢ Transformation will both demand and produce a huge increase in organisational
capacity in both the public and private sectors in Africa. Performnace-based
organisation is the source of value-added at all levels. Entrepreneurs essentially bring
ideas together with organisation. Participation in local, regional and global supply
chains will speed up the organisational learning process and the expansion of the formal
economy.

e Transformation is a people-based process. Fostering upward mobility, the role of the
diaspora and the emergence of a growing professional middle class in a process of
dynamic capacity development is a strategic part of the transformation process. A
favourable intellectual climate is as important as a good investment climate and good
infrastructure.

e Joining up the African continent through regional integration and infrastructure and
promoting linkages between the agriculture, industry and services sectors and rural-
urban areas is a dynamic growth frontier for Africa.

e Effective on-going interaction/adaptation between policy makers, researchers,
economic actors and public feedback is the basis for the fast learning-based growth that
is possible with the absorption of ideas from many sources, domestic, regional and
global.

e African countries’ efforts to shape their own national and regional development
pathways are being supported by their development partners in the growing number of
African knowledge platforms, partnership forums and peer review processes across a
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wide spectrum of issues.

e African ownership is strengthening. The policy frameworks and institutions emerging
for growth, governance and regional integration in Africa provide a central point of
reference for future co-operation.
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ANNEXES

Agendas and participants lists of the
China-DAC Study Group events
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ANNEXE |
Development Partnerships for Growth and Poverty Reduction
Beijing, China, 28-29 October 2009

la. AGENDA

Background and objectives

To facilitate the sharing of experiences and promote learning on growth and poverty reduction, the
China-DAC Study Group has been established by the International Poverty Reduction Centre in China
(IPRCC) and the Organisation for Economic Co-operation and Development’s Development
Assistance Committee (OECD-DAC), and supported by many bilateral and multilateral development
agencies. The Study Group is focusing its work on two themes:

e China’s experience of growth and poverty reduction, including the contribution of
international assistance, and its relevance for other developing countries, particularly in
Africa.

e China’s economic co-operation with Africa and its impact on poverty reduction.

The objective of the Study Group is to provide an international platform for exchanging views among
a range of stakeholders and distilling lessons learnt, thus enhancing capacity to meet some of the new
challenges of global development. The Study Group is taking an events-driven approach in order to
involve a larger number of stakeholders in its activities.

Through a series of evidence-based policy dialogue events, the Study Group is looking at four issues
that reflect the needs in many African countries today: a) development partnerships, b) agriculture,
food security and rural development, c) infrastructure and d) the enabling environment for enterprise
development.

The Study Group’s first event on “Development Partnerships for Growth and Poverty Reduction” aims
to foster a rich discussion and bring out transferable lessons that will help increase the impact and
effectiveness of development co-operation. This event will also set the stage for the Study Group’s
subsequent events in 2010 on (a) agriculture and rural development, (b) infrastructure and (c) the
enabling environment for enterprise development. More specifically, the event will:

e Increase understanding on China’s strategies, approaches and experiences towards long-term
economic growth and poverty reduction over the last 30 years;

e  Analyse the approaches and experiences of China on managing international development co-
operation;

e Examine the relevance and implications of China’s growth and poverty reduction experience
for its co-operation with African countries;

e Facilitate a deeper understanding of development partnerships by different stakeholders in
African countries and explore ways to improve its impact on reducing poverty.
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Programme

Opening Ceremony
Chair: Wu Zhong, Director-General, International Poverty Reduction Centre in China

Welcome Remarks
1. Zheng Wenkai, Deputy Director, The State Council Leading Group Office of Poverty
Alleviation and Development, China
2. Richard Carey, Co-Chair, China-DAC Study Group, OECD
e  Aims of the DAC-China Study Group
®  Objectives of this first event

09:00 -09:10

09:10 -09:40 Chinese and African Perspectives: An Overview

1. China’s economic development experiences and lessons for other parts of the world
Speaker: Wei Jianguo, Former Vice Minister of Commerce, P. R. China

2. The need for an effective partnership model in Africa
Speaker: Fred Jachan-Omach Mandir, Minister of State for Finance, Planning and
Economic Development, Uganda

Session 1

Development Partnerships and China’s growth
and poverty reduction

In the three decades following the initiation of pro-market reforms in 1978, China has sparked and
maintained a rapid economic growth and achieved the most rapid poverty reduction in human history.
Using the new international poverty line of MYMI. 25/day (in 2005 PPP), it is estimated that in the
24 years after 1981 over 570 million people in China were lifted out of poverty and the proportion of
the population living in poverty fell from 84% to 16% (Chen and Ravallion 2008) . During this
period, external economic and development co-operation played substantial roles in promoting
economic transformation and social development as well as in enhancing capacity to adopt international
best practices, thus expediting China’s integration into the global economy.

China’s achievements and experiences of managing development co-operation have naturally drawn
attention by the international community. In view of the development challenges that remain in
Africa, it will be useful to consider the institutions and policies behind these positive development
outcomes in China.

Day 1 of the workshop shall facilitate a discussion about how international development partnerships
have worked in China and how China has managed to utilise development co-operation to promote
growth and poverty reduction. The session shall:

e (Clarify China’s strategy and policies in achieving rapid growth and poverty reduction.

e Provide an overview of roles of international development partnerships in China’s growth and
poverty reduction.
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e Examine the relevance and implications of China’s growth, poverty reduction and
international development co-operation experience for African countries.

Chair: Huang Chengwei, Deputy Director General, International Poverty Reduction
Centre in China

Moderator: Lichia Saner-Yiu, CSend, Switzerland

Introduction on Session 1 on China: Objective and Content

Introductory statement by: Robert Haas, Head of East Asia Division, Federal Ministry for

10: 00 - 10: 05

Economic Cooperation and Development, BMZ, Germany

Keynote Presentations

1. Key experiences of development partnerships between China and donors
Speaker: Kang Bingjian, Division Chief, International Department, Ministry of
Commerce, P. R. China

10:05 -11:00 | 2. Donor’s contribution to China’s development: Strategies, Policies and Practices
Speaker: Bettina Gransow, Freie Universitit Berlin

3. China’s strategies, approaches and capacity development in development cooperation
Speaker: Zhou Hong, Director, Institute of European Studies, Chinese Academy of
Social Sciences

Comments

1. Geoffrey Mwau, Economic Secretary, Ministry of Finance/Treasury, Kenya

11:00 —11:30 | 2. Rainer Goerdeler, Former Deputy Director General and Commissioner for Asia and
South Eastern Europe, BMZ, Germany

3. Cao Feng, School of Public Policy and Management, Tsinghua University

11:30 -13:00 | Open Discussion with the panel

Parallel Workshops / Breakout session
Development Cooperation and China: Experiences and Lessons

Introduction: Objectives of the parallel sessions

14:00 - 14: 10 . . .
Speaker: Adrian Davis, Head of North and East Asia Department, DFID, UK
Workshop 1: Multilaterals and China’s Development

14: 10 — 16: 00 Moderator: Thomas Bonschab, Director “Economics of Climate Change” and “Sino-

German Poverty Monitoring and Evaluation Project”, GIZ China
Rapporteur: Yan Wang, Co-ordinator, China-DAC Study Group

Presentations

1. Speaker: Nicholas Hope, Former World Bank Country Director for China

14:10 —14:40 | 2. Speaker: Serge Abou, Ambassador of European Commission to China

3. Speaker: Xue Hong, Development Cooperation, Chinese Academy of International
Trade and Economic Cooperation, MOFCOM

14:40 —16:00 | Open Discussion

Workshop 2: Bilaterals and China’s Development
14: 10 — 16: 00 Moderator: Jiirgen Steiger, Deputy Country Director and Director ““Economic and
' ' Structural Reform Programme”, GIZ China

Rapporteur: Michael Laird, Senior Policy Analyst, OECD

Volume One: Main Findings and Policy Implications



82 Economic Transformation and Poverty Reduction: How it happened in China, helping it happen in Africa

Presentations

1. Speaker: Wang Weili, Deputy Director General, China International Centre for
Economic and Technical Exchanges, Ministry of Commerce, P. R. China

2. Speaker: Naohiro Kitano, Director General, East and Central Asia and the Caucasus,

14:10 - 15:00 JICA

3. Speaker: Robert Haas, Head of East Asia Division, BMZ, Germany

4. Speaker: Adrian Davis, Head of North and East Asia, DFID, UK

5. Speaker: Grant Morrison, Acting Counsellor, Development Cooperation,
Australian Embassy in Beijing

15:00 -16:00 | Open Discussion

Workshop 3: The Private Sector, Non-Government Organisations and China’s
Development

14:10 - 16: 00 Moderator: Richard Schiere, Senior Economist, Office of the Chief Economist, African
Development Bank

Rapporteur: Jennifer Adams, Counsellor for International Cooperation, USAID China

Presentations

1. Speaker: John Fitzgerald, Representative for China, Ford Foundation

14:10 —14:40 | 2. Speaker: Zhao Daxing, Deputy Secretary General, China Association for NGO
Cooperation

3. Speaker: Joerg Wuttke, President, European Chamber of Commerce in China

14:40 —16:00 | Open Discussion

Plenary Session
16:20 - 18:00 Chair: Adrian Ngasi, International Economist, Office of Development Partners, Bilateral
and Multilateral Division, USAID

Report from each parallel workshop

Workshop 1: Multilaterals and China’s Development

Rapporteur: Yan Wang, Co-ordinator, China-DAC Study Group

Workshop 2: Bilaterals and China’s Development

Rapporteur: Michael Laird, Senior Policy Analyst, OECD

Workshop 3: The Private Sector, Non-Government Organisations and China’s

16:20 - 16:50

Development
Rapporteur: Jennifer Adams, Counsellor for International Cooperation, USAID China

16:50 —17:40 | Open Discussion

Workshop Summary ( Plenary)

17:40 - 18: 00 . . .
Summary statement: Richard Carey, Co-Chair, China-DAC Study Group, OECD

Session 2

Development Partnerships and Africa’s Growth
and Poverty Reduction

China and Africa - a continent of 53 nation states - have had very different poverty reduction
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experiences in recent decades. In contrast to the broad-based growth in China, development in Africa
has been highly uneven. There has been a marked improvement in governance and economic
fundamentals in many African countries and progress has been made towards achieving the Millennium
Development Goals, although the recent food, fuel and financial crises have set progress back.

Since the beginning of the new millennium, China has enhanced its exchange and co-operation with
many African countries as reflected by the sharply rising trade and investment flows, as well as
cultural and educational exchanges and development co-operation activities. China’s engagement could
potentially contribute significantly to reducing Africa’s economic marginalisation and create new
opportunities for promoting growth and reducing poverty. To achieve this potential, it would be useful
to share experiences on the different types of development partnerships being pursued by various
stakeholders: African countries, established donors and emerging economies. All parties involved in
supporting Africa’s development can learn from each others’ experience and benefit from the
formation of a closer co-operative structure with the common aim of working to achieve MDGs.

Day 2 of the program shall facilitate a discussion about how international development co-operation has
worked/is working in African countries. The session will:

® Analyse the progress and challenges of African countries in promoting growth and reducing
poverty.

e Review the evolution, approaches and lessons of economic and development co-operation in
Africa from the perspectives of different stakeholders: Africa, OECD-DAC members and China.

e Highlight the impacts of international development co-operation on African countries’
growth and poverty reduction.

e Explore what China and DAC members can learn from each other about managing
development partnerships and the approaches to enhance the effectiveness of international
development co-operation.

Chair: Richard Carey, Co-Chair, China-DAC Study Group, OECD

Moderator: Deborah Brautigam, Professor, American University

09:00 —09:10 | Introduction: Reflection on Day 1 and Objectives for Day 2

Introductory statement by: Philip Karp, Regional Coordinator, East Asia & Pacific,
World Bank Institute China Office

Keynote Presentations
1. Implementation of China’s commitments at the FOCAC
Speaker: Qiu Bohua, Ambassador on FOCAC Affairs, Ministry of Foreign Affairs,
P. R. China
2. Development partnership between China and Africa
Speaker: He Wenping, Director of African Studies Section of the Institute of West
9:10 - 10:25 Asian and African Studies, Chinese Academy of Social Sciences
3. The evolution of partnership models of DAC members
Speaker: Pierre Jacquet, Chief Economist, French Development Agency and Chair,
DAC Network on Poverty Reduction
4. Partnership models in Africa
Speaker: Firoze Manji, Founder and Director, Fahamu
5. Different African perspectives - Feedback from the Global Development Network session
Speaker: Edward K. Brown, Africa Centre for Economic Transformation
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Comments
10:45 -11:05 | 1. Adama Gaye, Chairman, Africa China Consulting Group, Senegal
2. Izumi Ohno, National Graduate Institute for Policy Studies, Japan
11:00 - 12:00 | Open Discussion

Parallel Workshops /Breakout session
Development Cooperation and Africa: Experiences and Lessons

Introduction by Li Anshan, Institute of Afro-Asian Studies, Peking University

13:30 = 13:40 Objectives of the parallel sessions
Workshop 1: Partnership Frameworks
Moderator: He Wenping, Director of African Studies, Institute of West Asian and
13:40 -15:30 African Studies, Chinese Academy of Social Sciences
Rapporteur: Edward Brown, Director, Policy Advisory Service, African Centre for
Economic Transformation
Presentations
1. Speaker: Appiah Francis, National Coordinator, NEPAD, Ministry of Foreign
Affairs, Ghana
2. Africa-EU Partnership
Speaker: Peter Craig-McQuaide, Head of “Relations with international organizations
and non-EU States”, European Commission
3. African Development Bank’s partnership model
1340 — 14: 30 Speaker: Richard Schiere, Senior Economist, Office of the Chief Economist
(ECON), African Development Bank
4. Poverty Reduction Strategy (PRS) Process
Speaker: Fred Jachan-Omach Mandir, Minister of State for Finance, Planning and
Economic Development, Uganda
5. Speaker: Mokgadi Tena, Director in charge of bilateral cooperation, the Treasury,
South Africa
6. Speaker: Zhang Yansheng, Director, Institute for International Economic Research,
NDRC
14:30 - 15:30 | Open Discussion

13:40 - 15:30

Workshop 2: Financing partnerships
Moderator: Bill Nicol, Head of Poverty and Growth Division, OECD
Rapporteur: Nils Tcheyan, Senior Advisor, Africa Centre for Economic Transformation

13:40 - 14:30

Presentations

1. Speaker: Lu Qingcheng, Vice Chairman, China-Africa Development Fund

2. Speaker: Feng Chunping, Deputy General Manager, Department of Economic
Research, the Export-Import Bank of China

3. Speaker: Pamela White, Director USAID in Liberia

4. Speaker: Johan Cauwenbergh, Head of Development Cooperation Section, European
Commission Delegation to China

5. Speaker: Judica Omari, Principal Economist, Ministry of Finance and Economic
Affairs, Tanzania
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14:40 —15:30 | Open Discussion
Workshop 3: Implementing Partnerships

13:40 — 15:30 Moderator: Eyob Tesfaye, Director General, Office of the Prime Minister, Ethiopia

' ' Rapporteur: Mao Xiaojing, Development Cooperation, Chinese Academy of

International Trade and Economic Cooperation, MOFCOM
Presentations
1. Speaker: Xu Weizhong, Institute of Asia and Africa, Chinese Academy of Modern

13:40 — 14: 10 IntemationaI. Relations . ‘
2. Speaker: Dirk Betke, GIZ Program Director, “Community Development Program”,

Mali

3. Speaker: Wu Junhui, Director, Partnerships, The World Bank

14:40 —15:30 | Open Discussion
Workshop Summary (Plenary)

15:50 -17:10 | Chair: Huang Chengwei, Deputy Director General, International Poverty Reduction
Centre in China
Report from each parallel workshop
Workshop 1: Partnership Frameworks
Rapporteur: Edward K. Brown, Africa Centre for Economic Transformation

15:50 — 16: 20 Workshop 2: Financing Partnerships

' ' Rapporteur: Nils Tcheyan, Senior Advisor, Africa Centre for Economic Transformation

Workshop 3: Implementing Partnerships
Rapporteur: Mao Xiaojing, Development Cooperation, Chinese Academy of
International Trade and Economic Cooperation, MOFCOM

16:20 —17:10 | Open Discussion

17:10 - 18:00

Closing Ceremony
Chair: He Xiaojun, Deputy Director, International Poverty Reduction Centre in China

Summary of the Event

17:25 -17:40 | Speaker: Li Xiaoyun, Dean of the College of Humanities and Development Studies,
China Agricultural University and Director of the China-DAC Study Group
Closing Remarks

17: 40 — 18: 00 1. Wu Zhong, Director General, International Poverty Reduction Centre in China

2. Fred Jachan-Omach Mandir, Minister of State for Finance, Planning and Economic
Development, Uganda
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ANNEXE 11
Agricultural Transformation, Growth and Poverty Reduction
Bamako, Mali, 27-28 April 2010

Ila. AGENDA

Background and objectives

To facilitate the sharing of experiences and promote learning on growth and poverty reduction, the
China-DAC Study Group has been established by the International Poverty Reduction Centre in China
(IPRCC) and the Organisation for Economic Co-operation and Development’s Development
Assistance Committee (OECD-DAC), and supported by many bilateral and multilateral development
agencies. The Study Group is focusing its work on two themes:

e China’s experience of growth and poverty reduction, including the contribution of
international assistance, and its relevance for other developing countries, particularly in
Africa.

e China’s economic co-operation with Africa and its impact on poverty reduction.

The objective of the Study Group is to provide an international platform for exchanging views among
a range of stakeholders and distilling lessons learnt, thus enhancing capacity to meet some of the new
challenges of global development. The Study Group is taking an events-driven approach in order to
involve a larger number of stakeholders in its activities.

Through a series of evidence-based policy dialogue events, the Study Group is looking at four issues
that reflect the needs in many African countries today: a) development partnerships, b) agriculture,
food security and rural development, c) infrastructure and d) the enabling environment for enterprise
development.

The Study Group’s first event on “Development Partnerships for Growth and Poverty Reduction” took
place in Beijing in October 2009. This second event will focus on the role of agriculture, food security
and rural development in promoting growth and reducing poverty. More specifically, the event will:

e Bring forth the course, strategies, achievements and challenges of China and African
countries in agricultural, food security and rural development and explore the relevance and
implications with each other;

e Highlight the significant role of agriculture, food security and rural development in
economic growth and poverty reduction of China and African countries;

® Analyse the impacts of international trade, foreign investment and development assistance on
agricultural growth and rural development in China and African countries;

e Examine the increasing role of China’s engagement in Africa’s agricultural development, its
potential impact on Africa’s poverty reduction, and the lessons international donors have
gained in this field.
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Programme

Opening Ceremony
Chair: Alassane Ag Agathane, Minister of Agriculture, Mali

WelcomingRemarks

Zheng Wenkai, Deputy Director, The State Council Leading Group Office of Poverty
Alleviation and Development, China

08:30 —09:00 | Zhang Guoqing, Chinese Ambassador to Mali

Richard Carey, Co-Chair, China-DAC Study Group

Opening Speech
Modibo Sidibe Prime Minister of the Republic of Mali

Chinese and African Perspectives on Agricultural and Rural Development: An

Overview

1. China’s Agriculture, Food Security and Rural Development: Key Policies and
Strategies towards Growth and Poverty Reduction:
09:00 -9:40 Speaker: Duan Yingbi, President of China Foundation for Poverty Alleviation

2. Fostering Agricultural and Rural Development in Africa: Challenges, Opportunities,
and Implications for Donors’ Assistance
Speaker: Josué Dioné, Director, Food Security and Sustainable Development
Division, UN Economic Commission of Africa (UNECA)

Session 1

Agriculture, food security and rural development:
Their contribution to China’s growth and poverty reduction

China’s agricultural and rural development over the last 30 years has fuelled its economic development
and contributed to the most rapid reduction in income poverty in human history. Using the new
international poverty line of $1.25/day (in 2005 PPP), it is estimated that in the 24 years after 1981
over 517 million people in China were lifted out of poverty and the proportion of the population living
in income poverty fell from 84% to 16% (Chen and Ravallion 2008). By increasing agricultural
productivity, China has also increased its food security and now uses less than 10% of the world’s
arable land to feed more than 20% of the world’s population ( Huang Jikun, 2008). In China, the
possession of food crops per capita increased from 285Kg in 1978 to around 400Kg in 2008 ( Li
Xiaoyun et al, 2009).

Many factors have contributed to the successful agricultural and rural development in China. The key
elements were land reform ( from a collective system to an individual household-based responsibility
contract system), agro-market reform, technological innovation, effective agricultural policies and
increased investment. Agricultural development also played remarkable roles on China’s rapid
industrialisation and urbanisation. Both surplus labour and capital from the agricultural sector soon
became the major sources of industrial transformation in the form of rural enterprise development and,
subsequently, large scale urbanisation and industrialisation, which has absorbed more 400 million
people from rural areas during China’s highest population growth era. It needs to note that such rapid
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development in agriculture in China has also had serious of social and environment consequences that
China now faces.

Most African countries have realised the importance of agricultural and rural development for
promoting growth and poverty reduction. Most people in Africa are still farmers but Africa is unable to
feed itself, which is related not only to inadequate investment and supply issues in agriculture but also
broader development issues, national and regional. The number of chronically undernourished people
has risen from 173 million in 1990-92 to some 200 million in 1997-99. Of these, 194 million (34% of
the population) are in sub-Saharan Africa (NEPAD, 2002). Given this context, China’s achievements
and experiences of agricultural and rural development have increasingly drawn attention from African
countries. It is consequently natural to ask how China has achieved the results it has, what the
contribution of international assistance was and the extent to which China’s experiences can be shared
with African countries.

Day 1 of the workshop shall facilitate a discussion about how agricultural and rural development have taken
place in China, how this development has made a contribution to China’s growth and poverty reduction,
paying particular attention to the experiences and lessons for Africa countries. The session shall:

e (larify China’s strategy and policies in achieving agricultural and rural development for the
country’s growth and poverty reduction.

® Provide an overview ofthe causes of this successful agricultural and rural developmnet over
last 30 years, draw special attention to the major elements that have contributed to this
acheivement and identify the contribution of international assistance, and also to draw the
lessons from these processes.

e [Examine the relevance and implications of this progress to other developing countries
particularly in Africa. Particularly useful would be analysis on China’s approach in
achieving food security: the “how” and “what”.

Introduction: Objectives and Content

Chair: Huang Chengwei, Deputy Director General, International Poverty Reduction
Centre in China

10:20 -10:25 Moderator: Lichia Saner-Yiu, CSend, Switzerland

Introductory statement: Robert Haas, Head of East Asia Division, Federal Ministry for
Economic Cooperation and Development, Germany

Keynote Presentations

1. Agricultural and Rural Development and Poverty Reduction in China: Key Experiences
and Lessons for Africa
Speaker: Li Xiaoyun, Director of China-DAC Study Group and Dean of College of
Humanities and Development Studies, China Agricultural University

10:25 —11: 10 2. Agriculture Development in the ECOWAS, and the Relevance of China’s Approach for
this Sub-region
Speaker: Salifou TRAORE, Counselor to the ECOWAS Commissioner for
Agriculture, Environment and Water Resources, ECOWAS Commission

3. The Relevance and Implications of China’s Agricultural Growth and Rural Development
for Africa:

Speaker: Fan Shenggen, Director General, IFPRI
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Comments and Discussions
1. Youhou Raymond Sibailly, Advisor on issues of Investment and Integration,

11:10 -11:30 . . .
President’s Office, Cote d’ Ivoire
2. Dirk Betke, Director of Program (PACT), GTZ Mali
11:30 —12:50 | Open discussion

Parallel Workshops

14:00 —14:10

Objectives of the parallel workshops
Speaker: Jennifer Adams, Development Counsellor, USAID, China

14:10 - 16:00

Workshop 1: Policies and their implementation

Moderator: He Wenping, Director of African Studies, Institute of West Asian and
African Studies, Chinese Academy of Social Sciences

Rapporteur: Michael Laird, Senior Policy Analyst, OECD

14:10 —14:55

Presentations

1. China’s Agricultural Policies: Process and Implementation
Speaker: Tang Min, Deputy Secretary General, China Development Research
Foundation (CDRF)

2. Key Strategies and Policies for China’s Agricultural and rural development : Land
reform, township enterprises, migration labour and market development
Speaker: Zhong Funing, Nanjing Agricultural University

3. China’s experience on Water Resource Management and Rural Development
Speaker: Shen Dajun, China Institute of Water Resources and Hydropower Research,
Ministry of Water Resources

14:40 —16: 00

Open discussion

14:10 - 16:00

Workshop 2: Strategies and performance
Chair: Earnan O’Cléirigh, Vice Chair of POVNET and Irish Aid, Ireland
Rapporteur: Mao Xiaojing, CAITEC, MOFCOM, China

14:10 - 14:55

Presentations

1. The Role and Performance of Rural Poverty Reduction Policies in China
Speaker: Huang Chengwei, Deputy Director General, International Poverty Reduction
Center in China

2. How agriculture, food security and rural development have contributed to poverty
reduction
Speaker: Wang Sangui, Renmin University of China

3. The Relevance of China’s large scale poverty reduction based on agriculture growth and
rural development toAfrica
Speaker: Bruno Losch, Senior Economist, AFTAR, the World Bank

14:55-16:00

Open discussion
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Workshop 3: The role of finance and investment, technology and international

14:10 - 16: 00 cooperation
' ’ Moderator: Mokhtar Fall, Ministry of Rural Development, Mauritania
Rapporteur: Yan Wang, Co-ordinator, China-DAC Study Group
Presentations
1. How China’s agriculture and rural development are financed and what role of
investment played in China’s Agricultural and Rural Development
14:10 - 14:40 Speaker: Yang Qiulin, China Agricultural University
2. Technology innovation in China’s agricultural and rural development
Speaker: Zhang Lubiao, DG of International Cooperation of Chinese Academy of
Agricultural Sciences
14:40 - 16:00 | Open discussion
16:20 — 18: 00 . . ?lenary session .
Chair: Peter Craig-McQuaide, Head of Unit, DG Development, EU
Report from each parallel workshop
Workshop 1: Policies and their implementation
Rapporteur: Michael Laird, OECD
Workshop 2: Strategies and performance
16:20 - 16:50 . .
Rapporteur: Mao Xiaojing, CAITEC, MOFCOM, China
Workshop 3: the role of finance and investment, technology and international
cooperation
Rapporteur: Yan Wang, Co-ordinator, China-DAC Study Group
16:50 —17:40 | Open discussion
Summary of first day’s discussions
Li Xiaoyun, Dean of the College of Humanities and Development Studies, China
17:40 —18:00 | Agricultural University and Director of the China-DAC Study Group
Richard Carey, Co-Chair, China-DAC Study Group
Session 2

Supporting agriculture, food security and rural development
in Africa and increasing their impact on
sustainable growth and poverty reduction

China has a relatively long history of supporting agricultural development in Africa, having provided
its first food assistance to Guinea in 1959. Since 2000, agriculture has emerged as one of the top
priorities of China’s development co-operation in Africa. Agriculture and food security gained the
focuses of the strategic agenda of China’s offers to Africa during FOCAC meeting concluded in Nov.
2009. China’s support for agricultural development in Africa has diversified into technical assistance-
via multilateral mechanisms such as with FAO’s South-to-South programme and through bilateral
agreements with different African countries - and institutional capacity development including China-

Africa Agricultural Technology Centres and technical training for African technicians in China.
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China’s fields of engagement have expanded into land development, crop production, livestock farm
machinery and food processing. In addition, China’s economic co-operation with Africa also supports
agricultural development through the provision of concessional loans and private investment.

OECD-DAC members and other development assistance agencies also have a long history of
supporting Africa’s agricultural and rural development. Africa’s agricultural market and its research
and development capacity have been influenced by the donor community. It is consequently natural to
ask what lessons China can draw from this international experience, especially to accelerate Africa’s
growth and poverty reduction. For its part, China’s own experience and engagement in Africa
provides an alternative development model for consideration.

Day 2 of the program shall facilitate a discussion about how both China’s and other development
assistance agencies’ engagement in Africa’s agricultural development can best contribute to Africa’s
growth and poverty reduction. The session will:

e Review the policies and strategies China has developed to support Africa’s agricultural
development and their replicability across Africa.

e Review the development assistance policy from other development assistance agencies on
Africa’s agricultural development.

e Highlight the impacts of those interventions on African countries’ growth and poverty reduction.

e Explore the modalities of strengthening trilateral cooperation between China, development
assistance and African countries.

Reflections on Day 1 and Objectives for Day 2

Chair: Richard Carey, Co-Chair, China-DAC Study Group
Moderator: Deborah Brautigam, Professor, American University

9:00-9:10
Introductory statement: Philip Karp, Regional Coordinator, East Asia & Pacific, World

Bank Institute

Keynote presentations
1. Development Cooperation between Development Agencies and Africa in the Field of
Agricultural and Rural Development: Key Lessons
Speaker: Helmut Asche, Managing Director of Institute for African Studies, Leipzig
9:10 —10: 00 University _ o N
2. China’s agricultural development and economic cooperation with Africa: Key policies
and lessons
Speaker: Xue Hong, CAITEC, MOFCOM, China
3. Donor’s Perspective on Africa’s Agriculture and Rural Development,

Speaker: Jean-Yves Grosclaude, Director of Operations, AfD

Comments and discussions

1. Different African perspectives - Feedback from the Global Development Learning
Network session, Rosebud Buruku, Policy Advisor, Africa Center for Economic
Transformation ( ACET)

2. Josué Dioné, Director, Food Security and Sustainable Development Division, UN
Economic Commission of Africa (UNECA)

3. Andre Bationo, Director for West Africa Office and Senoir Program Officer, Soil
Health Program, AGRA

11:00 —12:00 | Open discussion

10:30 -11:00
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Parallel Workshops

Objectives of the parallel sessions

13:30 - 13:40 Introduction: Li Anshan, Director, Institute of Afro-Asian Studies, Peking University

Workshop 1: The contribution of development co-operation
13: 40 —15: 30 Moderator: He Wenping, Director of African Studies, Institute of West Asian and
' ' African Studies, Chinese Academy of Social Sciences

Rapporteur: Richard Schiere, Senior Economist, African Development Bank

Presentations
1. Modalities and performances of China’s agricultural engagement and development
cooperation with Africa
Speaker: Li Jiali, Ministry of Agriculture, China
13:45 - 14:25 . . . . .
2. China’s Aid and Agricultural Engagement in Africa
Speaker: Deborah Brautigam, Professor, American University
3. Increasing the impact of agriculture on growth and poverty reduction

Speaker: Peter Bieler, Senior Policy Analyst, OECD

14:25 -15:30 | Open discussion

Workshop 2: The private sector’s contribution
13:40 —15:30 | Moderator: Bill Nicol, Head of Poverty and Growth Division, OECD
Rapporteur: Adama Coulibaly, Conseiller Technique, Ministry of Agriculture, Mali

Presentations

1. China’s aid, trade and investment in Africa
Speakers: Jean-Raphael Chaponniere and Zheng Qi, AfD

2. Foreign investment in Africa’s agricultural: The case of sugarcane inMali
Speaker: (from La Société sucriere du Kala - Sukala) Feng Sheyong, Representative
in Mali, China Light Industrial Corporation for Foreign Economic and Technical

13:40 - 14:40 Cooperation

3. The support by new international development assistance agencies to Africa’s
agricultural Development
Speaker: Steven Davis, The Gates Foundation

4. The role of the private sector investment in agricultural and rural development
Speaker: Phillip Idro, Upland Rice Millers. Co. Ltd, Uganda; and former

Ambassador to China

14:40 - 15:30 | Open discussion

Workshop 3: Key issues looking ahead: Innovation, climate change and population
growth

13:40 -15:30 Moderator: Naohiro Kitano, Director General, JICA

Rapporteur: James Keeley, International Institute for Environment and Development

(iied) in Ethiopia
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13:40 - 14:40

Presentations
1. Emerging issues for rural development in Africa

Speaker: Jean-Jacques Gabas,

2. Why China and East Asia need agricultural development in Africa? Possible PPP for

that purpose
Speaker: Katsumi Hirano, Director General, Area Studies Center, Institute of

Developing Economies, Japan External Trade Organization

3. Africa’s agricultural development potential from the Chinese perspective

Speaker: Qi Gubo, College of Humanities and Development, China Agricultural

University

4. The Emerging Evergreen Agriculture and climate change issues

Speaker: Antoine Kalinganire, Global Research Project Leader, International Center
for Research in Agroforestry (ICRAF-Mali)

14:40 -15:30

Open discussion

Workshop Summary

15:50 -17:15

Chair: Adolf Kloke-Lesch, Director, Strategy Centre for New Partnerships for Global
Development, GTZ

15:50 -16:20

Report from each parallel workshop

Workshop 1: The contribution of development co-operation

Rapporteur: Richard Schiere, Senior Economist, African Development Bank
Workshop 2: The private sector’s contribution

Rapporteur: Adama Coulibaly, Conseiller Technique, Ministry of Agriculture, Mali
Workshop 3: Looking ahead: Innovation, climate change and population growth

Rapporteur: James Keeley, iied

16:20 -17:15

Open discussion

Closing Ceremony

17:15 -18:00

Chair: Michel Reveyrand de Menthon, French Ambassador to Mali

Summary of the event

17:20 —17:40

Li Xiaoyun, Dean, China Agricultural University and Director, China-DAC Study Group
Richard Carey, Co-Chair, China-DAC Study Group

ClosingRemarks

17:40 - 18:00

Diallo Madeleine Ba, Malian Minister of Livestock and Fishery
Huang Chengwei, Deputy Director General, [IPRCC
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ANNEXE IlI
Infrastructure:

The Foundation for Growth and Poverty Reduction
Beijing, China, 19 —20 September 2010

la. AGENDA

Background and objectives

To facilitate the sharing of experiences and promote learning on economic growth and poverty
reduction, the China-DAC Study Group was established by the International Poverty Reduction Centre
in China (IPRCC) and the Organisation for Economic Co-operation and Development’s Development
Assistance Committee (OECD-DAC) in January 2009.

The Study Group is focusing its work on two themes:

e China’s experience of economic growth and poverty reduction, including the contribution of
international assistance, and its relevance for other developing countries, particularly in
Africa.

e China’s economic co-operation with Africa and the lessons that China and more established
donors can share with each other to increase the collective impact of foreign aid on reducing
poverty in Africa.

These themes are being addressed during a series of evidence-based policy dialogue events, which
enables a larger number of stakeholders to be involved in the Study Group’s activities. Reflecting the
needs in many African countries today, during 2009-10 the Study Group is considering four topics
which influence both the pace of economic growth as well as the extent to which economic growth
contributes to reducing poverty:

e Development partnerships.

e Agriculture, food security and rural development.

e Infrastructure.

e The enabling environment for enterprise development.

The Study Group’s first event on “Development Partnerships for Growth and Poverty Reduction” took
place in Beijing, China in October 2009. The second event on “Agriculture, Food Security and Rural
Development for Growth and Poverty Reduction” took place in Bamako, Mali in April 2010.

This third event will focus on the role of infrastructure in promoting economic growth and reducing
poverty by addressing three key dimensions of infrastructure development: i) ensuring sustainability -
including financing, maintenance and environmental impact, ii) achieving efficiency - including
planning, resource allocation and public-private partnerships, and iii) increasing impact on economic
growth and poverty reduction - including procurement approaches, linkages into the local economy
and involving poor people in decision-making processes.
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More specifically, the event on Infrastructure will:

Review the development path, strategies, achievements and challenges of China and African
countries in the three dimensions of infrastructure - ensuring sustainability, achieving
efficiency and increasing impact.

Analyse the means through which investments in infrastructure have brought about economic
growth and poverty reduction in China, and consider the relevance of this experience for
countries in Africa.

Examine the increasing role of China’s engagement in Africa’s infrastructure and its potential
impact and compare this with the lessons learnt by international donors.

Explore the opportunities, means and benefits from better co-operation on support to
infrastructure between China, DAC donors and African countries.

The main findings and emerging lessons from the Study Group’s series of events in 2009-10
will be presented and discussed at a policy symposium in Beijing planned for mid 2011.
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Programme

Chair: Huang Chengwei, Deputy Director-General, International Poverty Reduction Centre in China
Master of Ceremonies: Peter Craig-McQuaide, Head of Unit, European Commission

Welcoming remarks
9:05-9:20 Zheng Wenkai, Deputy Director, State Council Leading Group Office of Poverty
Alleviation and Development, China

Development co-operation in infrastructure and implications for growth and poverty
9:20 -9:30 reduction in Africa
Fantu Cheru, Research Director, The Nordic African Institute

Main lessons from the China-DAC Study Group’s events on Development
9:30 -9:40 Partnerships and on Agriculture, Food Security and Rural Development
Richard Carey, Co-Chair, China-DAC Study Group

Session 1

The Contribution of Infrastructure to China’s
Economic Growth and Poverty Reduction

Investment in infrastructure, using both domestic and international resources, has been crucially
important for China’s recent development. Thirty years ago, throughout the country, unreliable,
inefficient and poorly maintained infrastructure - especially for transport, energy, water and
sanitation and irrigation - was a major bottleneck. Since then, there has been substantial support for
infrastructure development in rural areas, for example for irrigation systems and transport. This has
made it possible to improve agricultural production, despite extremely scarce arable land per capita. It
has also made a substantial contribution to reaping the comparative advantages from linking domestic
regions as well as facilitated China’s entry into global markets. The pertinence of the expression “if
you want to be rich, first build a road” has been demonstrated numerous times across all parts of
China.

During Day 1 of this event, discussions will examine how infrastructure has been built up in China and
how this has made a contribution to China’s economic growth and poverty reduction, focussing on
three key dimensions of infrastructure development: i) ensuring sustainability, ii) achieving
efficiency, and iii) increasing impact on growth and poverty reduction. Particular attention will be
paid to identifying relevant experiences and lessons for African countries, where infrastructure needs
remain great. The session will:

e (Clarify China’s strategies and policies, at both national and provincial levels, in achieving
infrastructure development for the country’s economic growth and poverty reduction.

® Provide an overview of the economic and social conditions that underpinned infrastructure
development over the last 30 years in China, drawing special attention to highlighting the
major elements that have contributed to this achievement, identifying the contribution of
international assistance and drawing out lessons from these processes.
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e Examine the relevance and implications of this progress to other developing countries,

particularly in Africa. This will include an analysis of China’s approach in the infrastructure

area and the role played by pilot projects ( whether or not involving outside donors) in

China’s overall reform process.

Plenary presentations

Introduction to Session 1

10: 00 - 10: 05
Li Xiaoyun, Dean, China Agricultural University and Director, China-DAC Study Group
The role of donors in China in the field of infrastructure
10: 05 — 10: 25 Wang Haimin, EU consultant and Associate Professor, China Agricultural University to
' ' present the EU study on “China’s infrastructural development and China’s impact on
Africa’s infrastructural development”
10:25 — 10: 45 Are China’s experiences in the field of infrastructure useful to Africa?
' ) Joseph Onjala, Institute for Development Studies, University of Nairobi
10:45 -12:15 | Comments and discussions

Parallel Workshops

Introduction: Robert Haas, Head of East Asia Division, BMZ, Bonn

Workshop 1: How China has ensured sustainability in infrastructure development
(including financing, maintenance and environmental impact)
Chair: Simon Sharpe, First Secretary, EU Delegation in Beijing
Rapporteur: Jennifer Adams, Development Counsellor, USAID

Presentations
1. Su Ming, Research Institute for Fiscal Science, Ministry of Finance - Public Finance
and Infrastructure Finance

13:45 -14:15 2. Lin Jiabin, Senior Research Fellow, Development Research Center, State Council -
International donors’ contribution to China’s infrastructure, and experience learned
3. Naohiro Kitano, Director General, JICA- China’s Sustainable Urban and Regional
Infrastructure Development - Roles of International Donors

14:15 - 15:45 | Comments and discussion
Workshop 2: How China has achieved efficiency in the delivery of infrastructure
(including planning, resource allocation and public-private partnerships)
Chair: Wang Xiaolin, Division Director, Research, IPRCC
Rapporteur: Michael Stirnweiss, BMZ
Presentations
1. Tang Min, CDRF - The contribution of State-owned enterprises

13:45 —14: 15 2. Li Zhigang - Hong Kong University - Efficiency of transport infrastructure

' ' investment in China

3. Liu Zhi, Lead Infrastructure Specialist, World Bank, Infrastructure Development
and growth and the World Bank

14:15 -15:45 Comments and discussion
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Workshop 3: How China has increased the impact on economic growth and poverty
reduction of infrastructure development (including procurement approaches, linkages
into the local economy and involving poor people in decision-making processes)
Chair: Jean-Raphael Chaponniere, AfD

Rapporteur: Adrian Davis, Head of China and Asia, DFID

Presentations

1. David Sobel, Asian Development Bank - ADB’s approaches for pro-poor
13:45 -14:15 infrastructure projects

2. Zhang Linxiu, Institute of Geographic Sciences and Natural Resources Research,
Chinese Academy of Sciences - Infrastructure and poverty

14:15 -15:45 Comments and discussion

Plenary session and open discussion

Reports from the parallel workshops:
16:00 - 16: 30 Ensuring sustainability: Jennifer Adams, USAID
’ ' Achieving efficiency: Michael Stirnweiss, BMZ

Increasing impact: Adrian Davis, DFID

16:30 —17:40 Comments and discussion

Summary of first day’s discussions

17:40 —17:50 | Richard Carey, Co-Chair, China-DAC Study Group

17:50 - 18:00 | Li Xiaoyun, Dean, China Agricultural University and Director, China-DAC Study Group

Session 2

Supporting infrastructure in Africa and Increasing
its Impact on Economic Growth and Poverty Reduction

Sub-Saharan Africa suffers from a huge infrastructure backlog, at both the national and regional
levels. By depressing firm productivity and retarding per capita growth rates, consumers in Africa pay
exceptionally high prices for infrastructure services; between twice and ten times more than in
developing countries in other regions. Annual infrastructure needs in Africa have been costed at USD
93 billion (of which one third for maintenance). Annual spending (domestic and foreign, public and
private) is now about USD 45 billion and efficiency gains worth USD 17 billion are available. This
leaves an annual funding gap of USD 31 billion (or 5% of GDP), mainly in the power sector.

China is helping to fill this gap. While there are no official data available on China’s economic co-
operation with Africa, China’s total support for African infrastructure - both concessional and non-
concessional - has been estimated to have oscillated at around USD 500 million a year in the early
2000s, rising to USD 5 billion in 2007 and in 2008 (according to the Infrastructure Consortium for
Africa). Chinese infrastructure investments have been recorded in 35 countries across sub-Saharan
Africa. Loans from the China ExIm Bank account for the vast majority of China’s infrastructure
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finance for Africa.

The Tanzania-Zambia Railway, completed in 1976, is one of the earliest and largest projects that

"

China has completed in Africa. Recognising that " underdeveloped infrastructure is an obstacle to
Africa’s development and integration" ( Sharm EIl-Sheikh Action Plan 2010 - 2012), more recently
China’s support for infrastructure has gone mainly into power ( especially hydropower), transport
(especially railways) and telecommunications ( mainly equipment supply). Water projects attract the
least support. China is thus following its own experience by focusing on areas that contribute to
expanding the productive potential of the economy. At the same time, cross-border infrastructure may

have a higher priority for African countries than for China.

OECD-DAC members and other development agencies also have a long history of supporting Africa’s
infrastructure. In 2007 and in 2008, bilateral and multilateral donors disbursed a total of approximately
USD 4 billion of official development assistance ( ODA) to support economic infrastructure
development in Africa (according to OECD figures). Africa’s infrastructure and its research and
development capacity have also been influenced by the donor community. Given that China is now the
largest external source of infrastructure investment in Africa, it is natural to ask what lessons China
can draw from this international experience, especially to accelerate economic growth and poverty
reduction in Africa, and how co-operation can be strengthened.

Many difficult issues surround foreign involvement in infrastructure in Africa, whether from China or
OECD countries. These issues include: i) ensuring sustainability, ii) achieving efficiency, and iii)
increasing impact on economic growth and poverty reduction. Transparency is another difficult issue
but has been receiving increasing attention recently ( such as in the G-20 Toronto Summit
Declaration). Day 2 of this event will facilitate a discussion about how China and other development
agencies can address these issues to support Africa’s development. The session will:

e Review the policies and strategies China has developed to support Africa’s development in
the field of infrastructure.

e Review the impact of development assistance policies of other development agencies on
Africa’s development in the field of infrastructure.

e Highlight the impacts of those interventions on economic growth and poverty reduction in
Africa.

e Explore the modalities and expected benefits of strengthening trilateral co-operation between
China, DAC members and African countries in the field of infrastructure.

Master of Ceremonies: He Wenping, Director, African Studies, Chinese Academy of Social Sciences

Plenary presentations

Keynote presentation Addressing Africa’s infrastructure needs: Key challenges,
key contributions

9:00 -9:20 . .. . .
Callixte Kambanda, Principal Infrastructure Specialist, Secretariat of the Infrastructure
Consortium for Africa, African Development Bank
Keynote presentation: China’s support for infrastructure development in Africa:
9:20 -9:40 Ensuring sustainability, achieving efficiency and increasing impact

Wang Jianye, Chief Economist, China EXIM Bank
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9:40 —9: 50 Chinese finance of overseas infrastructure: Policies, approaches and instruments
’ ’ Deborah Brautigam, Professor, American University

The evolution of DAC Members’ support for infrastructure development: Policies,
9:50 - 10:00 approaches and instruments
Juergen Kettner, Infrastructure Policy Advisor, DG Development, European Commission

10:00 - 11:00 | Comments and discussions

11:15 - 12:00 | Debriefings and comments and discussions continued

11:15 —11:25 Feedback from the Global Development Learning Network Consultation
' ' Edward Brown, Director, African Center for Economic Transformation, Ghana

11:25 —11:35 Feedback from field visits to D. R. Congo and Zambia
' ' Hans Holm Petersen, and Sanne Mars, EU consultants

11:35 - 12:00 | Comments and discussions

Parallel Workshops

Introduction: Li Anshan, Director, Institute of Afro-Asian Studies, Peking University

Workshop 1: Ensuring sustainability ( including financing, maintenance and
environmental impact)

Chair: Naohiro Kitano, Director General, JICA

Rapporteur: Nick Costello, EU

Presentations

1. Helmut Asche, Director, Institute for African Studies, Leipzig University - Building
up “soft” infrastructure

13:15 - 13: 45 2. Chen Chuan, University of Melbourne, EU consultant - Sustainability of externally-
supported infrastructure in Africa

3. Wang Luo, CAITEC, MOFCOM - Infrastructure as an integrate part of China-
Africa Development Cooperation and the newly established China-Africa Research

Center

13:45 -15:15 Comments and discussion

Workshop 2: Achieving efficiency ( including planning, resource allocations and
public-private partnerships)

Chair: Tadashi Suzuki, JICA

Rapporteur: Tori Tveit, Confederation of Norwegian Enterprise
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13:15 -13:45

Presentations

1. Xue Hong, Director, CAITEC, MOFCOM

The features of China’s infrastructure investments in Africa

2. Martyn Davies, Director, China-Africa Network, Gordon Institute of Business
Science, University of Pretoria, South Africa - Chinese foreign investment in African
infrastructure

3. Okey L. Onyejekwe, Managing Director, Center for Sustainable Governance,
Governance issues and infrastructure development in Africa

13:45 -15:15

Comments and discussion

Workshop 3: Increasing impact on economic growth and poverty reduction
(including procurement approaches, linkages into the local economy and involving
poor people in decision making processes)

Chair: Mao Xiaojing, CAITEC

Rapporteur: Bill Nicol, OECD

13:15 -13:45

Presentations

1. Hitoshi Shoji, JICA, Former Vice Chair of POVNET

Guilding Principles for using Infrastructure to reduce poverty

2. Sanne Mars, Center for China Studies - China’s engagement and its impact on
Africa’s growth and poverty reduction

3. Jean Claude Maswana, Research Institute of JICA

13:45 -15:15

Comments and discussion

Plenary Session and open discussion

15:30 -16:00

Reports from the parallel workshops:

Ensuring sustainability: Nick Costello, EU

Achieving efficiency: Tori Tveit, Confederation of Norwegian Enterprise
Increasing impact: Bill Nicol, OECD

Summary of the event

17:00 -17:10

Richard Carey, Co-Chair, China-DAC Study Group

17:10 -17:20

Li Xiaoyun, Dean, China Agricultural University and Director, China-DAC Study Group

Chair:

Closing Ceremony
Peter Craig-McQuaide, Head of Unit, European Commission, Brussels

17:30 - 18:00

Closing remarks
Zhang Lei, Director-General of International Affairs, LGOP
Jon Lomoy, Director for Development Co-operation, OECD
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ANNEXE IV
Enterprise Development and Economic Transformation:
Creating the Enabling Environment
Addis Ababa, Ethiopia, 16-17 February 2011

la. AGENDA

Background and objectives

To facilitate the sharing of experiences and promote learning on growth and poverty reduction, the
China-DAC Study Group was established by the International Poverty Reduction Centre in China
(IPRCC) and the Organisation for Economic Co-operation and Development’s Development Assistance
Committee (OECD-DAC), in January 2009. The Study Group is focusing its work on two themes:

e China’s experience of economic growth and poverty reduction, including the contribution of
international assistance, and its relevance for other developing countries, particularly in Africa.

e  China’s economic co-operation with Africa and the lessons that China and DAC Members can share
with each other to increase the collective impact of foreign aid n reducing poverty in Africa.

These themes are being addressed during a series of evidence-based policy dialogue events, which
enables a larger number of stakeholders to be involved in the Study Group’s activities. Reflecting the
needs in many African countries today, the Study Group organised three events during 2009-2010 on
topics which influence both the pace of economic growth as well as the extent to which economic
growth contributes to reducing poverty:

e Development partnerships.
e Agriculture, food security and rural development.

o Infrastructure.

The Study Group’s first event on “Development Partnerships for Growth and Poverty Reduction” took
place in Beijing, China in October 2009. The second event on " Agriculture, Food Security and Rural
Development for Growth and Poverty Reduction" took place in Bamako, Mali in April 2010. The
third event on “Infrastructure” took place in Beijing, China in September 2010.

This fourth event will focus on the enabling environment for enterprise development. More
specifically, the event will:

e Highlight the significant role that enterprise development, trade and investment play in the
creation of local, regional and global value chains and the dynamic impact on economic
growth, employment and poverty reduction in China and African countries.

e  Map out the course, strategies, achievements and challenges of China and African countries
in creating enabling environments for enterprise development and explore the relevance and
implications of the lessons from each.

The main findings and emerging lessons from the Study Group’s series of events will be presented and
discussed at a policy symposium in Beijing planned for April 2011.
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Programme
Opening Ceremony
Chair: Jon Lomoy, Director for Development Co-operation, OECD
Welcoming Remarks
Jean Ping, Chairman, Commission of the African Union
08: 30 - 09: 00 Li Chunguang, Director-General, Department of International Cooperation and Social
Mobilization, The State Council Leading Group Office of Poverty Alleviation and
Development (LGOP)
Michael Battle, United States Ambassador to the African Union
Keynote Speeches: Chinese and African Perspectives on the Environment for
Enterprise Development: An overview
1. Enabling Environment for Enterprises Development in China: Key strategies and
09: 00 —09: 40 polices over last 30 years: Xu Hui, Director General, International Poverty Reduction
Centre in China (IPRCC)
2. Creating an Enabling Environment for Enterprise Development in Africa: Key
challenges in African region: Tadesse Haile, State Minister of Industry, Ethiopia
Questions and Answers
Session 1

Creating wealth through transforming poor rural economies:
public policies and private initiative in China and Africa

China’s steadily high economic growth has been largely due to rapid expansion of the enterprise
economy, which made China the world’s production plant. Rapid enterprise development, stimulated
by schemes such as the Township and Village Enterprises (TVE) and the Special Economic Zones
(SEZs) has attracted over 200 million peasants out of farming. This labour transformation made a
great contribution to China’s poverty reduction record. Favourable conditions created by an enabling
environment both in terms of “hardware” (e. g. infrastructure) and “software” (e. g. policies and
institutions) were the basis for all kinds of rural and urban enterprise development. It is therefore
natural to ask how this was done. What kinds of actions and measures created this enabling
environment for enterprise development over last 30 years?

Across the African continent, many countries have entered a positive growth stage over last 10 years.

The acceleration of enterprise development, especially private enterprise has been a key strategy to
promote growth and poverty reduction in Africa. After two lost decades, major improvements have
been made in economic governance and conflict resolution in a range of countries, and progress is also
being made on human development, and the Millennium Development Goals remain attainable if
human capital investments and policies receive sustained effort. Continuing efforts are needed to keep
up this progress and address remaining problem areas as a basis for Africa’s catch-up process.

China is now a highly visible economic actor in Africa. Trade between the two regions is reaching
USD 100 billion; accumulated investment by Chinese firms is well over USD 12 billion and China has
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offered attractive, and sometimes quite large, tied packages of loans to finance trade, investment and
development. Major new targets were announced at the recent 4th FOCAC. China is engaged in many
sectors and its influence on development in Africa is increasing. Africa clearly welcomes China as a
new and important partner, especially when it comes to infrastructure and investments helping to build
longer-term growth. Investments in trade capacity and China’s opening of its market to goods and
services from Africa are also very important.

Therefore, it is of particular interest to understand what the creation of an enabling environment
involves in China and in Africa, how enabling policies accelerate private enterprise development and
direct foreign investment and how capacities are created though this dynamic process.

Creating an enabling environment has been the core element of China’s incremental development
learning experiences. The enabling strategy and policies include those to develop Special Economic
Zones (SEZs), and support for SMEs by micro finance and linking them with markets. In particular,
Special Economic Zones played a key role as a testing ground for economic reforms, for attracting
foreign direct investment, for catalysing industrial clusters, and for learning new technologies and
incubating new management practices. In fact, SEZs were used to reduce resistance and opposition to
critical reforms and build broad support for reforms through demonstration and controlled
experimentation. Trade-led growth fuelled the development of many coastal areas, created more job
opportunities. A recent World Bank study estimated that as of 2007, SEZs still accounted for about
22% of national GDP, about 46% of FDI, about 60% of exports, and generated in excess of 30
million jobs.

It is also of particular interest to understand a broader range of issues and experience related to the
Chinese enabling environment for enterprise development: creating jobs through rural and micro
enterprises; labour and wage policies; training and capacity building through joint ventures and aid
programmes; local autonomy and decision making; competition between regions and cities;
bureaucracy and regulation; access to financing; creation of appropriate technology and infrastructure.
The discussions should not only highlight experiences, but also the lessons learnt from the rapid
transformation process in China.

The event will cover all of the above under two key themes on succeeding days:

e  What role did enterprise development play in China’s economic transformation and what
are the general lessons? What strategies and policies have made China successful in
utilising direct foreign investment and encouraging transfers of technology and technical
skills over the last 30 years, so that it could enter into the value chains of the global
economy?

e  What are the strategies emerging in Africa for enterprise development?

Based on the discussions under these two themes, what then are the key issues and lessons
regarding: i) rural enterprise development, ii) Special Economic Zones and iii) foreign direct
investment.
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Day One: The Strategic Role of Enterprise Development
in the Transformation Process

10:30 - 10:35

Introduction: Fantu Cheru, Research Director, Nordic Africa Institute ( Moderator)

10:35 -11:35

Keynote Presentations:

Structural Transformation and Economic Development

Speaker: Ma Xiaohe, Vice President of Development Research Academy of National
Development and Reform Commission of P. R. China

Taking the African Growth Process Forward: Avoiding policy syndromes

Speaker: Augustin Fosu, Deputy Director, UN-WIDER

Discussants

Industrial Strategies and Enterprise Development: Views from East Asia

Speaker: Izumi Ohno - National Graduate Institute for Policy Studies, Japan; and
Advisor to the Government of Ethiopia

African Business Models and Enterprise Development

Speaker: Philip Odera, Managing Director for Uganda, Standard Bank

11:35 -12:30

Open Discussion

Parallel Workshops

Introduction (in plenary)

14:00 - 14: 10 .
Jennifer Adams, Development Counsellor, USAID, Beijing
Workshop 1: Policies to Encourage Entrepreneurship, Support Rural Enterprises,
Micro-SMEs and Create Job Opportunities
14:10 - 16:00 .
Moderator: Josue Dione, UNECA
Rapporteur: Mr. Michael Laird, Senior Policy Analyst, OECD
Presentations
1. Experiences of Developing Rural Enterprises in China: The role of government
14: 15 — 14: 45 Speaker: Wang Haimin, College of Humanities and Development Studies, China
Agricultural University
2. China’s Policies of Supporting Outwards Investment
Speaker: Xue Hong, Director, Development Assistance, CAITEC, MOFCOM
14:45 -16:00 | Open Discussion
Workshop 2: Enabling Environment for Special Economic Zones ( SEZs) and
Clusters in China and Africa
14:15 -16:00 . . .
Moderator: Douglas Zhihua Zeng, Senior Economist, World Bank
Rapporteur: Deborah Brautigam, American University
Presentations
1. China-Africa Development Fund’s Strategy and Approach in Supporting Economic Co-
operation Zones
Speaker: Liu Hanxiong, Project Manager, East Africa Department, China-Africa
Development Fund
14:10 —14:55 | 2. Experiences of Special Economic Zones and Cluster Development in China: The case

of Shenzhen
Speaker: Yuan Yimin, Deputy Director, SEZ Centre, Shenzhen University

3. Special Economic Zones in Africa

Speaker: Seewraj Nundlall, Director of Manufacturing Cluster, Mauritius Board of
Investment (BOI), Mauritius
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14:45 - 16:00

Open Discussion

14:15 -16:00

Workshop 3: Transformative FDI and Portfolio Investment in China and in Africa
Moderator: He Wenping, Chinese Academy of Social Sciences
Rapporteur: Michael Stirnweiss, BMZ/GIZ

14:15 -14:45

Presentations

1. China’s FDI and its Relevance to Africa
Speaker: Lv Bo, Chinese Academy of International Trade and Economic Cooperation
(CAITEC), Ministry of Commerce, P. R. China

2. China’s Investment in Africa: Key challenges
Speaker: Wu Fang, China-Africa Centre, CAITEC, MOFCOM

3. Emerging Patterns of Sino-African Trade and Potentials for Enterprise Development in
Africa
Speaker: Jean-Claude Maswana, JICA Research Institute

14:45 - 16: 00

Open Discussion

16:20 -17:30

Workshop Summary (Plenary)
Chair: Fantu Cheru, Research Director, Nordic Africa Institute

16:20 -16:50

Report from each parallel workshop

Workshop 1: Policies to Encourage Entrepreneurship, Support Rural Enterprises,
Micro-SMEs and Create Job Opportunities

Rapporteur: Michael Laird, OECD

Workshop 2: Enabling Environment for Special Economic Zones ( SEZs) and
Clusters in China and Africa

Rapporteur: Deborah Brautigam, American University

Workshop 3: Transformative FDI and Portfolio Investment in China and in Africa
Rapporteur: Michael Stirnweiss, BMZ/GIZ

16:50 - 17:30

Open Discussion

17:30 - 19:00

Business Roundtable

Why does your company want to do business in Africa? What are the biggest constraints
you face? If you could change one policy in your operating environment, what would you
change?

Moderator: Richard Carey, Co-Chair, China-DAC Study Group

Martin Kasekende - Chairman, Federation of Uganda Employers

Liu Hailin, Representative in Ethiopia, Sinohydro

Dai Zhikang - Chairman of Board of Directors, Zen Dai Group

Yara - To be confirmed

Ermyas Amelga, CEO, Access Capital/Access Real Estate, Zemen Bank

Meaza Ashenafi, Enat Bank

AR

Session 2

Shaping basic capacity for enterprise development: Human
resources, institutions and regulations in China and Africa

Enterprise development has been a major avenue for China to promote the capacities of its human

resources and institutions, via learning-by-doing processes and pragmatic adaptation. Rural enterprise
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development, SEZs and clusters and, finally, opening up to FDI have all contributed to the creation of
capacities that did not exist at the outset of the reform and growth process at the end of the 1970s. The
capacity building has included human development, institutional capacity development and as well,
technology innovation. Rural enterprise development programmes, such as the “Spark Program”,
greatly encouraged rural enterprises which developed into a competent sector. The institutional
capacity for managing SEZs and clusters accumulated over time

There is now a great opportunity for China to share its experiences and lessons in this capacity creation
with Africa. It is also important to share how China’s engagement in Africa can accelerate local value
creation, transfer of technology, capacity building and sustainable development in Africa as its
investment role in Africa increases.

Day Two of the program shall facilitate discussion on:

e What are the key experiences and lessons from China for developing a strong human and
institutional capacity to promote enterprise development? What can Africa learn from the process?

e How can the expanding numbers of young people entering the labour force in Africa be
appropriately skilled to match the needs of an expanding enterprise based-economy in both
rural and urban areas?

e  What technological catch-up processes and knowledge platforms are emerging in Africa and
how can development assistance providers help?

e How to enhance the understanding of both domestic and foreign enterprises in Africa on the
importance of corporate social responsibility, supporting labour and environmental standards
and anti-corruption efforts. How can the image of Chinese firms be improved in these areas?

e How can Africa make the most of new green growth opportunities? How can development
assistance help?

Day 2: Developing Basic Capacities: People, Institutions and Regulations

Reflections on Day 1 and Objectives for Day 2

09:00 -09:10 Moderator : Fantu Cheru, Research Director, Nordic Africa Institute
Keynote Presentations
1. Effective Measures to Build Capacity for Enterprise Development: The Chinese
experience
Speaker: Chen Xiaohong, Director, Enterprise Research Institute, Development
Research Centre of the State Council
09:10 - 10: 10 2. Major Constraints and Opportunities in Africa to Develop a Strong Capacity for

Enterprise Development
Speaker: Djamel Chrib, Office of Economic Affairs, African Union Commission
3. Chinese Enterprises in African Development: Business models and development impact
Speaker: Jing Gu, Research Fellow, Institute for Development Studies
4. OECD Enterprises in African Development
Speaker: Andrea Goldstein, Senior Economist, OECD
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Discussions: Commentators:
e  Sunil Sinha, Managing Director, Nathan EME

10:30 -10:50
e  Feedback from the Global Development Learning Network Consultation: Edward
Brown, Director, ACET
10:50 —12:00 | Open Discussion

Parallel Workshops

13:30 - 13:40

Introduction (in plenary)
Li Anshan, Institute of Afro-Asian Studies, Peking University

13:40 - 15:

30

Workshop 1: Human Resources Development for Enterprises Development and
Technology Transfer

Moderator: Emmanuel Nnadozie, UNECA

Rapporteur: Mao Xiaojing, CAITEC, MOFCOM

13:45 - 14:

15

Presentations
1. China’s “Attracting Intellectual Resources from Abroad” Programme
Speaker: Yu Xin, Assistant Research Fellow, Chinese Academy of Personnel Science

2. Challenges of Africa Human Resources Development

Speaker: William Lyakurwa, African Economic Research Consortium

3. Transfer and Knowledge Platforms in Africa

Speaker: Aida Opoku-Mensah, Director of ICT, Science and Technology Division,
UN Economic Commission for Africa

14:15 - 15:

30

Open Discussion

13:45 - 15:

30

Workshop 2: Sustainable Corporate Practices
Moderator: Tori Tveit, Confederation of Norwegian Enterprise
Rapporteur: Okey Onyejekwe, Centre for Sustainable Governance

13:45 - 14:

25

Presentations
1. Labour Force Transitions and Issues in African Development
Speakers: ILO - to be confirmed

2. Improving Working Conditions in Supply Chains: Lessons and experience

Speaker: Zhou Weidong, China Country Director, Business for Social Responsibility

3. Sustainable Corporate Practices of Chinese Companies in Africa: Policy and experience

Speaker: Yu Wu, Deputy Director General, China Enterprises Confederation

4. Social Dialogue in Uganda

Speaker: Martin Kasekende, Chairman, Federation of Uganda Employers

14:25 - 15:

30

Open Discussion

13:45 - 15:

30

Workshop 3: Environmental Policies and Regulations
Moderator: Roger Cornforth, DAC Delegate for New Zealand and DAC Vice-Chair
Rapporteur: Peter Craig-McQuaide, European Commission
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Presentations

1. Environmental Consequences and Regulations in China’s Enterprise Development
Speaker: Liu Mingquan, Director, Centre for Human and Economic Development
Studies, Peking University

13:45 -14:15 . . .

2. Environmental Issues and FDI in Africa
Speaker: Serge Bounda, Head of the UNEP
3. Green Growth: Challenges and Opportunities for African Enterprise Development
Speaker: UNECA - to be confirmed
14:15 -15:30 | Open Discussion
15:50 —17: 15 Workshop Summary ( Plenary)
' ’ Moderator: Fantu Cheru, Research Director, Nordic Africa Institute

Report from each parallel workshop
Workshop 1: Human Resources Development for Enterprises Development and
Technology Transfer

15:50 — 16: 20 Rapporteur: Mao X.iaojing, CAITEC '
Workshop 2: Sustainable Corporate Practices
Rapporteur: Okey Onyejekwe, Centre for Sustainable Governance
Workshop 3: Environmental Policies and Regulations
Rapporteur: Peter Craig-McQuaide, European Commission

16:20 —17:00 | Open Discussion
Closing Ceremony
Moderator: Fantu Cheru, Research Director, Nordic Africa Institute
Summary of the Event

17:20 —18:30 | Richard Carey, Co-Chair, China-DAC Study Group

Li Xiaoyun, Director, China-DAC Study Group

Closing Remarks

Xu Hui, Director General, IPRCC

Maxwell Mkwezalamba, African Union Commission

Ato Newai Gebreab, Chief Economic Advisor to the Prime Minister of Ethiopia
Jon Lomoy, Director for Development Co-operation, OECD
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