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Abstract

The study examined the factors that influence industrialization in Africa us-
ing annual panel data from 1990 to 2018. To avoid problems of endogeneity,
we employed the Two-Stage Least Square (TSLS) approach to estimate the
significant determinants of industrialization. We found that foreign direct
investment, total natural resources, and financial development significantly
and positively predicted industrialization. Trade openness had a significant
and negative effect on industrialization. Human capital and inflation were not
significant determinants of industrialization. We also demonstrate that a sig-
nificant aspect of an economy’s ability to industrialize is the synchronization
of public policies in its external engagements. To leverage the importance and
contributions of industrialization, governments of various African economies
should strive to augment foreign direct investment, preserve and explore
more natural resources, and intensify financial development.
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1. Introduction

Developing industries through a sustained effort remains a matter of social and
economic importance to most countries. In terms of agenda-setting and prob-
lem-solving for countries, the 2030 Agenda for Sustainable Development (eradi-
cating poverty and achieving equitable outcomes for the majority by promoting
industrialization) remain the core national prerogatives (Sampath, 2016). Indu-
strialization has been well recognized in a number of literatures to have several

benefits, particularly in the long run, such as economic diversification, reduction

DOI: 10.4236/me.2022.132010

Feb. 24, 2022

144 Modern Economy


https://www.scirp.org/journal/me
https://doi.org/10.4236/me.2022.132010
https://www.scirp.org/
https://doi.org/10.4236/me.2022.132010
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/

C. Amoabh, J. Jehu-Appiah

in the unemployment rate, transfer of technology, and improved welfare (Alva-
rez et al., 2015; Ahlstrom, 2010). This proposition appears to be reaffirmed in
light of the recent economic crisis and the significant expansion of the financial
services sector, which has re-emphasized the importance of manufacturing and
the expansion of industries (Samouel & Aram, 2016). In recent times, most
Sub-Saharan African countries have demonstrated a brazen effort towards the
transformational shift from an import-dependent economy to an export-led
economy catalyzed by the expansion of the industrial sector. It is however also
true that these efforts by several African economies have not seen the light of
day.

The industrial sector of most Sub-Saharan African countries has been gener-
ally defined to include manufacturing, mining, energy production and construc-
tion works (Asmah et al., 2016). Even though economic growth has generally
been low in Africa, these components of the industrial sector have made appre-
ciable levels of contributions to the current growth and development of most
African economies whereas, in some instances, the contributions of the industri-
al sector to the overall economic growth have been deemed very small. For in-
stance, in Ethiopia, whereas the service sector and the agriculture sector made
51.5% and 32.5% respectively to GDP growth, the industrial sector accounted for
only 16.3% for the period 2005 to 2015 (Newfarmer et al., 2019). On the con-
trary, for two reasons, industrial development continues to be a driver of struc-
tural change and long-term growth (Dijkstra, 2000; Zattler, 1996). Firstly, indus-
tries, particularly in manufacturing, have experienced higher productivity growth
and technological development as well as technological spillovers than other
sectors of the economy. Secondly, countries that ignore industry rely on primary
exports, which are subject to long-term trade terms deterioration.

To support the argument, numerous development economists and policy-
makers agree that industrial development such as manufacturing is necessary for
overall economic development (Rodrik, 2013; Chang et al., 2016). However, the
preliminary conditions for structural transformation and industry-driven prod-
uctivity growth are to a great extent absent in Africa (Newman et al., 2016). Fol-
lowing several decades of stagnant growth and failed government efforts to sti-
mulate the manufacturing sector (Shinyekwa et al., 2016; Kamarudeen & Soder-
bom, 2013), it is past time for African countries to consider industries as poten-
tial engines of economic transformation. This is because a competitive industrial
sector automatically diversifies the economy’s productive and export base, re-
duces unemployment, and slows rural-urban migration, all of which contribute
to growth and sustainable economic development (Iyoboyi & Ademola, 2016).
Additionally, attaining an inclusive and sustainable growth is contingent on an
economy’s industrialization level, which can expedite structural transformation
and diversification, among other things.

Clearly, despite the gaps in industrial performance among emerging econo-

mies, industrial development appears to receive less attention in literature Afri-
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can countries. Most countries in Africa have drastically underestimated the con-
tinent’s real potential for industrialization. However, few researchers have ad-
dressed the causes of Africa’s late industrialization. In some instances, many
African countries have experienced sustained growth for over a decade, with in-
dustrial output doubling in several cases, but little research has been conducted
on the drivers of the observed economic growth and industrial development.
Resultantly, it’s difficult to establish a rational industrial policy in African coun-
tries where industry is undersized.

The extent of industrialization, to a very large extent, is determined by the
current macroeconomic environment, as well as the dynamic and complemen-
tary nature of economic policies aimed at shifting resources from low- to high-
productivity sectors. One of these policies is the liberalization of trade. Accord-
ing to Shafaeddin (2006), trade increases a firm’s innovativeness, allowing it to
expand its exports as well as its domestic market, thereby increasing overall
economic productivity. OECD (2011) also posits that natural resources, both
renewable and non-renewable, as well as ecosystem services, are part of a coun-
try’ true wealth; they are the raw material from which all other forms of capital
are created. They help to increase fiscal revenue, income and reduce poverty.

Under the above deliberations, it appears glaringly clear that African econo-
mies have not been adequately responsive in realizing the need for the promo-
tion of industrialization. The daunting task however could be attributed to the
impropriety in recognizing the macroeconomic environment that potentially
augments or decline industrialization in Africa. Against this backdrop, the study
sought to examine the factors that predict industrialization in Africa. To the best
of the knowledge of the researchers, this paper is the first to employ TSLS ap-
proach to estimate a panel data on this subject matter. The advantage of em-
ploying TSLS is to prevent bias estimate arising from endogeneity of variables.
Also, this paper presents, for the first time, evidence of predictors of industriali-
zation from six variables in the same model. This increases the reliability and
robustness of test results. Additionally, we cover a rich and long-spanning data-
base to further increase the depth of analysis.

The remainder of this article is structured as follows: Section 2 reviews rele-
vant literature on the subject. Section 3 deals with the research methods and
framework adopted for the study. Whereas Section 4 elaborates the empirical

results of the study, Section 5 provides the conclusion and policy implication.

2. Literature Review

This section details relevant empirical works of literature on the factors that are
accountable for industrialization. Dynamics of interesting results have emerged
from the studies that looked at drivers of industrialization. Commonly, evidence
points to that fact that industrialization boosts economic growth and is deter-
mined by movements in macroeconomic variables.

Saka and Olanipekun (2021) examined the role of human capital in the rela-
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tionship between the industrialization process and growth in Nigeria from 1980
to 2016. Based on the new growth theory attributed to Lucas (1988), and having
employed the Two-Stage Least Square technique, firstly, they assert that indu-
strialization is significantly important for economic growth. Secondly, they es-
tablished that human capital growth can help to boost economic growth through
industrialization. Their findings seem to appreciate the assumption that human
capital is a significant predictor of industrialization. In the words of Raheem et
al. (2018), human capital is considered to be the main driver of industrial devel-
opment in the African region.

Similarly, Das and Drine (2020) investigate the link between Africa’s technol-
ogical gap, educational quality, and growth. Their findings suggest that the abil-
ity to absorb new technology is critical for economic growth and development
success. Markedly, they found that the most significant barrier to industrial ad-
vancement and technological catch-up is Africa’s poor human capital develop-
ment and deteriorated infrastructure. Poor human capital development and very
low health expenditure, according to a study by Oyinlola et al. (2020), are the
challenges of Sub-Saharan Africa’s industrial development. Thus, from the works
above, evidence is clearly adduced to suggest that inadequate human capital
supply to meet an economy’s industrial demand is sufficient to cause industrial
failure. As proffered by Shim et al. (2020), the ability of any country or region to
progress its human capacity is of great help in promoting and maintaining in-
dustrial development.

In another perspective, authors have mentioned that the unflinching impor-
tance of natural resource availability to many nations has direct and indirect im-
plications on economic growth. Oyinlola et al. (2020) submit that the availability
of natural resources can play a crucial role in a nation’s or a continent’s industri-
al development. Udi et al. (2020) found, in South Africa, that total natural re-
source (TNR) which represents the natural endowments significantly and posi-
tively correlates with industrial development. The relationship observed, howev-
er, was classified as moderate. To this end, TNR has been suggested to positively
influence overall economic growth. OECD (2011) points out that most advanced
economies have built their extractive industries on the back of natural resources,
thus, fostering an avalanche of economic benefits.

Amiri et al. (2019) used a panel analysis of 28 countries to look at the effects of
natural resource rents and institutional quality on the performance of tradable
and non-tradable sectors in resource-rich countries from 2000 to 2016. The pan-
el estimates found evidence that improving institutional efficiency in natural re-
source-based countries improves the performance of these economies’ manufac-
turing sectors by eradicating or removing the consequences of the natural resource
curse phenomenon. Further research found that in natural resource-dependent
countries, the ratio of value-added to manufacturing rises unless institutional
quality is high. In support of the argument, Ben-Salha et al. (2018) used the
Pooled Mean Group (PMG) estimation framework to evaluate the causal associ-

ation between increased natural resource rents and economic growth in a sample
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of top resource-abundant countries from 1970 to 2013. They discovered a
long-term positive effect of natural resource rent on economic growth.

Havranek et al. (2016) also looked at how natural resource exports affected the
economies of 15 former Soviet Union countries from 1996 to 2010. To overcome
endogeneity and clustering issues among these countries, the study used a varie-
ty of panel estimation methods (TSLS and GMM). Following the disintegration
of the Soviet Union, these countries displayed remarkable heterogeneity, result-
ing in distinctive cross-sectional variations. They conclude, according to the
study, that natural resources have a crowding-out effect on manufacturing, ex-
cept where domestic institutions are significant and of high quality.

Shafaeddin (2006) investigated whether a free-trade regime would aid or
hinder the process of developing-country industrialization. To do so, he eva-
luated the validity of the “trade liberalization hypothesis” (TLH). He found a
two-channel approach to answer his question: on the one hand, continued pro-
tection would result in inefficiency and a lack of ability to compete in the global
market. Premature, universal, and all-encompassing trade liberalization, on the
other hand, would result in de-industrialization, concentration in production and
exports of primary commodities, resource-based products, simple labor-intensive
industries, or assembly operations, and little ability to catch up and upgrade.

Umoh and Effiong (2013) used ARDL to establish the relationship between
openness to trade and industry (manufacturing performance) in Nigeria for the
period 1970-2008. The findings suggest that trade openness has a significant
positive short- and long-term impact on manufacturing productivity in Nigeria.
As a result, the researchers proposed that the manufacturing sector’s policy di-
rection in Nigeria should be based on open policies and trade liberalization as a
long-term strategy. Again, they established that reducing trade restrictions and
implementing appropriate incentives are critical to reviving the sector’s perfor-
mance.

Kothakapa et al. (2021) observed, between 1970 and 2014, the relationship
between financial development and industrialization in low- and middle-income
countries using a dynamic panel model. Their results indicate that there is a
non-linear relationship between the two variables. More precisely, the findings
indicate that financial development harms industrial development until a certain
point, at which point the effect reverses. This evidence of a “U-shaped” rela-
tionship highlights the critical role of financial development in the industrializa-
tion process of developing economies but also highlights the relationship’s com-
plexity. Similarly, Folarin (2019) found a significant positive effect of financial
reforms on industrialization in Nigeria.

Megbowon et al. (2019) on the evaluation of the causal relationship between
foreign direct investment (FDI) and industrialization from 26 SSAs found that
China’s FDI outflow to SSAs is not enough to foster industrialization in Africa.
Arguing further, they submit that African economies could however benefit
from China’s outflow of FDI by optimising and, where necessary, amending fu-

ture agreements in order to encourage or prioritize Chinese investment in sec-
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tors with positive linkages. Adegboye et al. (2016), contributing to the discourse
on the relationship between FDI and industrialization for 46 African countries,
postulate that the inflow of FDI is anticipated to boost domestic firms’ invest-
ment, technological capabilities, and overall industrial performance.

Khan and Ssnhadji (2001) make a contribution to the discussion on the re-
sponse of industrialization to macroeconomic variables with inflation as the pre-
dictor variable. They observed that the differential in threshold levels for the ef-
fects of inflation on growth between industrial and developing countries could be
due to the former’s higher level of conventional taxation than the latter. Similar-
ly, Kaldor (1976) also found that inflation has a dampening effect on developing

and industrial activities but the effect is much lower for industrial economies.

3. Data and Methodology
3.1. Data

This study used secondary panel data covering 27 Sub-Saharan Africa (SSA)
from 1990 to 2018. The variables that were covered in this study were industria-
lization (INDU) as the outcome variable, foreign direct investment (FDI), total
natural resource (TNR), trade openness (TO), financial development (FD), hu-
man capital (HC), and inflation (INF) as predictor variables. The study period
was chosen because of data availability. Table 1 presents the list of countries

Table 1. Data, source, measurement and empirical justification of variables.

27 Sub-Saharan African Countries used in the study

Benin Cote d’Ivoire Mauritius South Africa

Botswana Eswatini Mozambique Tanzania

Burkina Faso Gabon Namibia Togo

Burundi Gambia Niger Uganda

Cameroon Ghana Nigeria Zambia

Congo DR Kenya Rwanda Zimbabwe

Congo Republic Malawi Sierra Leone

Variable Measurement Source Empirical Support

Industrialization (INDU) Manufacturing value added (% of GDP) WDI (Opoku & Yan, 2019; Shahbaz et al., 2018).

Foreign direct investment Foreign direct investment, net inflows WDI (Haudi & Cahyono, 2020; Huynh et al,,

(FDI) (% of GDP) 2020)

Total natural resource (TNR) Total natural resources rents (% of GDP) WDI (Havranek et al., 2016; Amiri et al., 2019)

Trade openness (TO) Trade (export + import) % of GDP WDI (Ngo et al., 2020)
D ti dit ided by fi ial

Financial development (FD) omestic credit provided by financia WDI (Shahbaz et al., 2018; Duarte et al., 2017)
sector (% of GDP)
Index of human capital per person,

Human capital (HC) based on years of schooling and returns WDI (Barro & Lee, 2013; Psacharopoulos, 1994)
to education

Inflation (INF) Consumer prices (annual %) IFS (Sabir et al., 2019; Erdogan & Unver, 2015)

WDI = World Development Indicator (World bank), IFS = International Financial Statistics (IMF).
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used in the study and the summary of the description of data. Countries in-
volved in the study and data used were index based on attempted efforts by the
countries to make significant investment towards investment. Within the period
1990 to 2018, Africa’s desire to improve and promote industrial development

opens up the conversation for discussing industrialization.

3.2. Methodology

After passing the preliminary test, the study used the Two Stage Least Square
(TSLS) method to estimate the relationships between the selected predictor va-
riables and the outcome variable. Angrist and Imbens (1995) argue that the TSLS
technique is frequently used to address the problem of “simultaneous equations
bias, omitted variable or endogeneity”. SLS is also used to correct for errors in
the dependent and independent variables and likely biased estimates of OLS. On
this premise, in each case, an endogenous variable serves as an exogenous varia-
ble and vice versa, forming a simultaneous equation system (Iyoboyi & Ademo-
la, 2016). The TSLS employs instrumental variables to estimate model parame-
ters and is divided into two stages.

The TSLS method is used in this study because it focuses on examining the
impact of macroeconomic variables on industrialization with the lag of each ex-
planatory variable used as instruments in addition to growth (GDPpc) and do-
mestic investment. The first stage entails determining the proportions of endo-
genous and exogenous variables that can be attributed to the instruments. On a
given set of instruments, it entails estimating an OLS regression for each variable
in the model. In the second stage, the original equation is regressed with all va-
riables replaced by the fitted values from the first stage regression. Finally, the
TSLS estimates are derived from the coefficients of this regression.

To avoid of issues of biased estimation and spurious regression estimates, all
variables were log-transformed. The model for regression estimated is hereby

defined as:
InINDU, =InFDI, + nTNR,, +InTO, + nFD, + InHC, + nINE, +¢, (1)

Subsequently, with TSLS, the relationship between the dependent variable and
the independent variables is described as:

Y=y,+X,,+pS+vV 2)

vl
where § is the fitted value from the first-stage regression, y, is a constant,
X, is the row vector of covariates, y, is a vector of coefficient, p is the ap-
proximate percentage return, and v is also defined as v = {a+p[S —5]} , and

S is a predictor outcome while & remains the error term.

4. Result and Discussion

In this section, the empirical analyses are presented. Firstly, preliminary results
consisting of unit root test, and descriptive statistics and test of multicollinearity

are presented, and the regression estimates are presented next (Table 2).
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Table 2. Panel unit root tests.

Level Difference

Variables LLC IPS LLC IPS
InINDU 1.158** 1.801** 12.317%%* 14.175%*%*
InFDI 16.215%** 9.993** 14.883*** 17.929***
InTNR 2.390** 2.951** 11.795%** 14.147%*
InTO 1.868** 2.013** 10.534%** 13.957*%*
InFD 2.405** 2.381%** 20.479*%* 21.470%%*
InHC 3.911** 9.166*** 19.527%** 18.524***
InINF 8.342%** 9.006*** 21.110%** 23.135%**

LLC = Levin, Lin, & Chu (2002), IPS = Im, Pesaran, & Shin (2003), ** = p-values less than
0.05, *** = p-values less than 0.01.

The presence of unit root investigated by the Levin, Lin and Chu (LLC) (2002)
and Im, Pesaran and Shin (IPS) (2003) demonstrate that there is an absence
of unit root at both level and difference. It suffices to mention therefore that
the regression estimates could be examined at both I(0) and I(0). The lag
length of 2 was determined by Schwarz’s Information Criterion (SIC). As a
result, in this study, the TSLS is applied on the log-transformed variables at
level (Table 3).

From Table 3, the skewness and kurtosis value, holistically, suggest that the
data is normally distributed. Byrne (2010) and Hair et al. (2010) assert that for
data to be thought of as normal, it must have a skewness value between -2 to +2
and a kurtosis value between —7 to +7. Also from the correlation matrix, in line
with Prunier et al. (2015) and Dormann et al. (2013), it bears mentioning that
there is no problem of multicollinearity among the predictor variables since no
correlation coefficient of above 0.7 was observed. In the views of Prunier et al.
(2015) and Dormann et al. (2013), a case of multicollinearity can be assumed if
the correlation value among the explanatory is 0.7 or more.

The empirical results obtained and presented in Table 4 provide the Two-
Stage Least Square estimates of the predictors of industrialization in Sub-Saharan
Africa. From the results, the coefficient of foreign direct investment (FDI), total
natural resources (TNR), trade openness (TO), and financial development (FD)
are statistically significant suggesting that changes in these indicators of various
African economies potentially accounts for the movement in their industrial de-
velopment.

From Table 4, the results indicate that industrialization (INDU) in Africa po-
sitively and significantly responds to changes in the level of foreign direct in-
vestment (FDI). It implies that an increase in foreign direct investment is asso-
ciated with a corresponding increase in the level of industrial development, and
a decline in the level of foreign direct investment leads to a corresponding de-

cline in industrialization. The finding is similar to early studies (Megbowon et al.,
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Table 3. Descriptive statistics and correlation matrix.

InINDU  InFDI InTNR InTO InFD InHC InINF
Mean 2.341 0.434 1.795 4,102 2.541 0.543 1.870

Std. 0.508 1.581 1.638 0.447 0.869 0.249 1.199
Max 3.687 3.675 4.088 5.169 4.666 1.069 6.242
Min 0.427 -8.927 —6.745 2.208 -0.800 0.033 -3.305
Skw -0.423 —-1.866 -2.007 -0.234 -0.108 —-0.042 —-0.433
Kts 4.519 6.705 3.096 3.732 3.732 2.117 5.286
Obs. 662 662 662 662 662 662 662

InINDU  InFDI InTNR InTO InFD InHC InINF

InINDU 1
InFDI -0.107 1
InTNR -0.225 0.022 1
InTO 0.074 0.338 —-0.283 1
InFD 0.254 -0.012 -0.529 0.332 1
InHC 0.044 0.233 -0.292 0.441 0.452 1
InINF 0.049 -0.091 0.088 -0.091 -0.214 —-0.009 1

Std. dev = standard deviation, max = maximum, min = minimum, Obs = number of ob-
servations, Skw = Skewness, Kts = Kurtosis.

Table 4. TSLS estimates.

Variable Coefficient Std. Error t-Statistic P-value
InFDI 0.931** 0.403 2.309 0.0213
InTNR 0.999%** 0.296 3.373 0.0008
InTO —18.991%** 2.639 -7.197 0.0000

InFD 1.563** 0.780 2.003 0.0456
InHC 10.675 7.401 1.442 0.1497
InINF -0.222 0.464 -0.479 0.6319
C 71.539%¢* 8.628 8.292 0.0000
R-squared 0.1755
F-statistic 1713254
Instrument rank 9
No (cross-sections) 27

** = p-values less than 0.05, *** = p-values less than 0.01, C = Constant.

2019; Adegboye et al., 2016). From the result, it could be deduced that industrial
growth has benefitted largely from the inflow of FDI into Africa. This can be at-
tributed to the fact that most FDIs are directed towards setting up industries
and/or to the manufacturing sector of the economies. The other reason for the

observed positive relationship is that domestic firms in Africa benefit from FDI
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via enhanced contemporary production and management systems.

Similarly, from Table 4, it could be observed that total natural resource posi-
tively affects the industrial development process of Africa. The result points out
that an increase in the total natural resources rent serves as a breeding platform
for enhanced industrialization in Africa. Arguing further, the result gives an in-
dication that the more available the stock of natural resources is in an economy,
the more attractive the economy appears for industrial activities. Generally, nat-
ural resources serve as a feed (raw material production) for the industrial sector
of most economies. To a very large extent, the success rate of most manufactur-
ing industries is dependent on the consistent and reliable availability and provi-
sion of raw materials. The result is consistent with Ben-Salha et al. (2018).

Trade openness, on the other hand, had a significant and negative impact on
industrialization in Africa. From Table 4, the coefficient of the trade openness
(TO) was negative suggesting that in Africa, as trade openness increases, indus-
trial development declines. The evidence to this effect could is vested in the
thrust of trade policies and strategies adopted in Africa. Most Africa economies
are primary commodity-dependent with less attention on value-added manu-
facturing export. As a result, most export-promotion strategies and import-
substitution strategies have not yielded the expected returns. Secondly, lessening
trade restrictions have opened the way for the export of more primary commod-
ities as against value-added export that could be harnessed from improving indu-
strialization. The results confirm the protectionist approach to trade that opening
an economy through trade suffocates the industrial productivity by suppressing
infant industries to fold up due to competition. The study contradicts the views
of Umoh and Effiong (2013). To a very large extent, because of import exceeding
export in most instances, terms-of-trade are predominantly unfavorable for
SSAs, and this often leads to the emergence of trade policies that fail to address
the link between trade and industrial development.

Also, financial development is observed to have a significant and positive ef-
fect on industrialization in Africa. The result in Table 4 suggests that a favorable
financial development strategy enhances industrialization. Consequently, the in-
crease in the level of financial support and enhancement in the flexibility of fi-
nancial intermediation in African countries would provide adequate access to
finance and its related activities needed for the private sector advancement and
foster the zeal to industrialization. Lending to industry-promotion sectors of
economies at a reduced and bearable interest rate has the potential to boost in-
dustrial development. This finding is consistent with (Adeleye et al., 2020; Fola-
rin, 2019).

Even though human capital emerged as an insignificant predictor of indu-
strialization in Africa, there was a positive regression coefficient suggesting that
an improvement in the human capital structure of an economy could enhance
industrial development. The insignificant relationship emphasizes that SSA

countries have not provided the needed human resource-based training that fits
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industrial purposes. Likewise, inflation was found to be an insignificant deter-

minant of industrialization in Africa.

5. Conclusion and Recommendation

The study principally sought to provide answers to contentions of what drives
industrialization in Africa. With data span from 1990 to 2018, a Two-Stage Least
Square approach was employed to test the extent of causal linkages that moves
from foreign direct investment (FDI), total natural resource (TNR), trade open-
ness (TO), financial development (FD), human capital (HC), and inflation
(INF). It was found that foreign direct investment (FDI), total natural resource
(TNR), trade openness (TO), and financial development (FD), were significant
determinants of industrialization whereas human capital development and infla-
tion were observed as insignificant determinants of industrialization. Whereas
FDI, TNR, and FD were positively related to industrialization, TO was negatively
related to industrialization.

The results provide policy directions for SSAs government and policymakers
for enhancing industrial development and subsequently ripping the benefits that
imbibe in it. Industrialization has been proven to be an engine of economic de-
velopment, and promoting the economic welfare of the population through em-
ployment and poverty reduction channels. As result, governments of various
economies must endeavor to strengthen and intensify the factors that promote
industrialization. Firstly, governments should establish investment promotions
centers and mandate them with a special focus on transfiguring the inflow of
FDI to the value-added manufacturing sector. Specifically, capital inflow such as
the transfer of technology could be channeled to the promotion of industrial de-
velopment.

Also, we recommend that rich-resource economies should protect their natu-
ral resource availability and seek for avenues to enhance their productivity. Re-
ducing environmental degradations and hazardous activities could contribute to
natural resource build-up and purposeful usability. Accordingly, efforts should
be made at exploring more industry-driven resources to feed the raw material
requirements of the industrial sectors.

Trade liberalization policies should be targeted at fostering export-promotion
strategies that recognize industrial development, import-substitution strategies
that feed the industries with the needed technology and factors of production.
Additionally, a strategic and a more robust approach to trade restrictions should
be looked at. Specifically, natural resources in Africa (mostly primary commodi-
ties) must be managed sustainably. From the result of this study, it could be
pronounced that most African countries have not fed its local industries sub-
stantially. Rather, these primary commodities have been mostly sold to the in-
ternational market to feed developed trading partners’ industries outside the
African landscape, and this potentially denies effort to promote in-house indu-

strialization.
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To achieve sustained economic growth through industrialization, central
banks of African economies must optimize effort at making industrial develop-
ment a top priority by creating the enabling financial leverage for the industrial
players to take opportunities. To do this, credit services to the industrial sector
should be provided at minimal interest rates, and that the cost of credit to in-
dustrial production (manufacturing) should be considerably lowered to facilitate

the capitalization of the sector’s prospects.

Limitation and Further Research

The study makes remarkable contributions to literature and policy dialogue on
industrialization in Africa. Despite the importance and the effort to provide sub-
stantially relevant information and scope for this study, we believe the study
could not provide coverage for all Sub-Saharan African countries. From metho-
dological point of view, further research could provide more evidence in a time-
frequency domain by employing time-frequencies techniques such as wavelet
analysis. Further research could also test for predictors for industrialization with

other macroeconomic variables such as political stability and institutional quali-

ty.
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