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Purpose of the study 
1. Review the experiences of Mauritius and Madagascar, 

over the last three decades .  
 Currently at significantly different levels of economic 

transformation (in spite of similar export promotion 
strategies, primarily by targeting manufacturing and 
focusing on EPZs)  

2. Empirical analysis of factors affecting 6 indicators of 
industrial development 
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Export promotion: A tale of two islands 
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Export diversification: Infrastructure, 

agglomeration, and human capital 
  Variables used and motivation 

 6 indicators of industrial development 
1. Share of manufactures in total merchandise exports (manufexp)  
2. Share of manufacturing in output (manufva) 
3. Share of industry in output (industryva). 
4. Share of high-technology products in total manufactures exports (hightechexp), 
5. Normalized Hirschman index of export product concentration (concentration) 
6. Number of products exported (num_products).  

 RHS variables 
1. Urbanization (proxy for agglomeration) 
2. Electric power consumption per capita (infrastructure) 
3. Secondary and tertiary school enrolment rates (human capital) 
4. Natural resource rent 
5. FDI 
6. Trade with developed countries  
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Source: http://www1.wider.unu.edu/L2Cconf/ 
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 [1] The country with the lowest urbanization rate in Africa is Burundi. However, Burundi is not included in this study due to lack of data on electric power consump  
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Policy implications 
 Human capital does not appear to make a significant direct 

contribution to the shares of industry and manufacturing 
in output and to manufactures exports should not imply 
that human capital is not an important factor. On the 
contrary, these results may simply reflect the low quality of 
skills that are supplied in the labor market and that 
education is not generating the appropriate type of input 
for the manufacturing and industrial sectors.  

 This could be one reason Africa, on average, appears to 
be taking ‘one step forward and two steps back’ on the 
path of industrial development.   
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 Effect of infrastructure (electric power consumption) is 
positive in all cases except in the case of export diversity—
we find a positive effect on ‘concentration.’  

 In addition, the effect of electric power consumption on 
industry there operates with a threshold.  

    This should raise concerns since the interplay of electricity 
and urbanization is negative: as electric power 
consumption increases there is a positive effect from the 
independent increase and a negative influence from the 
interaction between electric power and urbanization, and 
the negative effect may actually dominate in cases where 
the pace of infrastructure development is not consistent 
with the pace of urbanization. 

  This is the second reason African countries may be 
taking ‘one step forward and two steps back.’ 
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     Consider the case of Ethiopia—a country with one 
of the lowest urbanization rates—which in 2010 had an 
urbanization rate of 16.8%, the threshold level would 
be approximately 80 kilowatt hour (kWh) per capita. 
Ethiopia had 54.3 kWh per capita in 2010; still below 
the threshold level.  

     On the other hand, Gabon which has the highest 
urbanization rate in Africa, at 85.8% (in 2010), would 
need to have a threshold level of electric power at 
approximately 4070 kWh per capita. In 2010 Gabon 
had only about 1004 kWh per capita.  

24 



Final remarks 
 

1. It seems that the constraints that are hampering Africa’s 
industrial development are all of the infrastructural type: hard 
or physical type, and soft infrastructure—human capital and 
institutions. Perhaps viewing these constraints as 
infrastructural problems could lead to policies that would take 
into account the different interactions among the two types of 
infrastructure.  

2. Role of regional integration in alleviating the infrastructural 
constraints. 
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