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3.C. COKOJIOBA,

K.€.H., IOLEeHT Kagheapu MiXXHapo[HUX eKOHOMIYHUX BigHOCWH | 6iaHecy, IMO HAY
MexaHiamu Ta iHCTpyMeHTN ana peanisauii cTparerii
CTanoro po3BUTKY AN athpUKaAHCbKUX KpaiH

Y cTaTtTi po3rnsHyTi OCHOBHI 3aBAaHHS AN peani3awii cTpaTerii cTanoro po3suUTKy 4ns aghpyukaHCbKmX KpaiH. BctaHoBneHo,
Lo HanbinbLua npobnema Ans ixHiX eEKOHOMIK Monsrae B EKOHOMIYHIV AeiHaycTpianisawjii. BpaxoByto4m npobnemu Ta ocobnvBocTi
EKOHOMIYHWX MPOLIECIB | MEHTANITETY HAPOJIB Y LMX KpaiHax, y CTaTTi MPOoroHYETLCS Kiflbka Te3 Mpo MEXaHi3My Ta IHCTPYMEHTU
715 peanizauii Uiei cTpaTerii, 8 TakoxX AesiKi AYMKW LLIOA0 EKOHOMIYHUX BIGHOCUH YKPaIHCbKUX MiANPUEMLIB 3 aghpUKaHCLKVIMMU.
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K.3.H., JOLEHT Kaghe[pb! MexXAyHapoaHbIX 3KOHOMUHYECKMX OTHOLLEHWN v busHeca, VIMO HAY

MexaHu3mbl U MHCTPYMEHTbI A4NA peann3auum cTparterum
YCTOM4YMBOro pa3suTusa ANA a)puKaHCKMUX CTpaH

B cTatbe paccMoTpeHbl OCHOBHbIE 38484y [N peanuaaumn CTpaTeruy YCToNMYMBoro pa3BuTns Ans aghpukaHCKUX CTPaH.
YcTtaHosneHo, YTo camas 6orbLuas npobnema ais ux 3KOHOMYK COCTOUT B 3KOHOMUYECKOW [AeVHAYCTpyanuaaumn. Y mToisas
rpobnemsi ¥ 0COBEHHOCTY 3KOHOMMYECKMX MPOLIECCOB, a TakXe MEHTanMTeT Hapo[oB B 3TUX CTPaHax, B CTaTbe NpeanararoTcs
HECKOJ/TbKO TE3VCOB 0 MEXaHN3MaX 1 MHCTPYMEHTaXx A peanu3aumny 3ToV cTpaTerny, a Takxke HeKOTopble MbICIIN OTHOCUTENb—
HO 3KOHOMUWYECKYIX OTHOLLIEHWI YKPAVHCKMX NMPEAnpuHUMaTenen ¢ ahpykaHCKUMMU.
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Mechanisms and instruments for realizing sustainable
development strategy for African countries

The article consider the main tasks for realizing sustainable development strategy for African countries. It is revealed
that the biggest problem for their economies consists of economic deindustrialization. In consideration of the problems and
peculiarities of the economic processes and the people’s mentality in these countries, article proposes several theses about
mechanisms and instruments to realize this strategy and some ideas concerning economic relations between Ukrainian and

African enterprises.

Keywords: development strategy, deindustrialization, domestic demand, investment, global value chains (GVC), structural

transformation, key sectors.

Problem formulation. The manufacturing industry in
African countries is still not being developed. Moreover — since
the 1990's there has been a tendency towards economic
deindustrialization in these economies. In addition, their
productivityislowcomparedtothe globalaverage. These factors
have led to overreliance on growth of economic activity in the
informal sector and to strong dependence on the world market
price for exports, which still mainly consist of raw materials.
Thus, it is clear that African countries need to undertake major
structural transformations of their economies, especially in the
industrial sector, emphasizing effective and efficient production
lines. These structural reforms need to be effective and must
result in an increase of productivity in their main economic
sectors: agriculture and manufacturing industry, which should
result in the growth of their added value.

Analysis of recent research and publications. The
development strategy for African countries is rather specific
issues covered in the analytical reports of the organizations
that embody relevant projects on the African continent [1, 3,
6—8]. The main experts involved in these studies are specialists
for economic development of developing countries, in particular
McMillan M.S., Rodrik D., Fischer—Kowalski M. [4, 5]. We
consider, thatissues for practical realization of the development
strategy in African countries are not well described, that cause
necessitates of their further examination.

Purpose of the article — to define the main mechanisms and
instruments to implement sustainable development strategy
for African countries.

Presentation of the main research. The UNCTAD
«Trade and Development Report, 2013» argues that new
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growth strategies should seek to increase domestic demand
and investment [1, p. Xlll]. This argument is supported since
it is considered that only by transforming «..markets for each
other’s goods and services...» [1, p. Xll] can the living standards of
populations in countries implementing these strategies be raised.

The report further suggests that «...a key determinant of their
ability ...([domestic demand and demand expectations of potential
investors).. to strengthen the productive capacity is the availability
of long—term finance at an affordable cost and a competitive
exchange rate...» [1, p. IX]. It is submitted that this viewpoint is not
relevant for developing countries, which can be evidenced when
we consider historical examples. Although the Marshall Plan had
a positive result for economic development in European countries
during 1950-60s, it is easy to argue that similar development
projects (oriented for long—term foreign investment) throughout
the 1970-80's had negative results for the growth of debt in
developing countries, especially in Africa. This can be explained
through the difference in prevailing political and economic cultures
and mentality in developed and developing countries. This negative
experience should not be repeated. The problem regarding the
lack of finance for economic development in African countries
should be solved structurally. Domestic small and medium—sized
enterprises, being the main base for economic growth, should
rely on micro credits. Big enterprises and states, as they work on
realizing major projects for economic growth, should cooperate
with TNCs in the form of global value chains (GVC), in which
organised modern global production. Generally the role of the
state should be the development of the private sector.

In considering micro credits, the microfinance concepts of
Muhammad Yunus are considered particularly relevant. The
concept centred around providing finance for development
purposes, but through using loans which were too small to
qualify as traditional bankloans.In 2006 M. Yunus and Grameen
Bank, founded in 20086, received the Nobel Peace Prize «...for
their efforts through microcredit to create economic and social
development from below...» [2]. The annual growth income of
the farms which used Grameen Bank’s loans, was circa 18%.

Besides that in the UNCTAD Report «Economic Development
in Africa 2012» it is pointed out that «the two key drivers of
structural transformation are investment and technology»
[3, p. 771 This is correct, especially in Africa where the
investment will be only useful if conducted in a comprehensive
manner, bringing new technology to the region that will help
to increase productivity [4]. Furthermore, it is necessary to
diversify production which should lead to an improvement in
the employment market, social stability, food supply and the
broader environment [S]. To realize all of these tasks, state
efforts should focus on restructuring the economy to drive the
development of manufacturing industry.

Therefore, to encourage investment and new technology
come to Africa, itis necessary to create incentives, which should
be targeted at the foreign investors as well as at their African
partners. In this field the state should play a very important role,
because it must implement incentives motivating economic
actors to use new technologies.

These incentives could have different forms, for example:
exemption from certain taxes or specific financial bonuses.
Financial bonuses could be financed by newly—created funds

with the support of appropriate international institutes, such
as the World Bank or certain regional banks. The appropriate
kind of incentive for a specific country would depend on the
specialization and specific characteristics of its economy.
The funding of bonuses in the agricultural sector could be
underwritten (partly or fully) by profits from commodity trade.

At present, profits «are spent mostly on urban goods
and services» [3, p. 3]. Therefore the state should motivate
investors to invest in depressed areas and important economic
sectors in order to drive development.

New technologies will come to Africa in the framework of GVC.
This means that African enterprises should cooperate or even
merge with foreign companies. The terms of trade present a
key factor for this. They should be revised within the framework
of the Doha Development Round, because in the case of joint
production it is necessary to change the requirements of the
end product. These requirements should be simplified, which is
especially important for developing countries.

In the case of joint production the financial liberalization in
African countries should not be over—ambitious [6, p. 22]. With
regard to incentives, GVC, which have the potential to bring
new technologies to African countries, should be targeted at
key sectors.

In order to achieve higher effectiveness, production in the
framework of GVC in Africa should be organized at the regional
level, according to the production specialization of African
countries that require integration.

Export processing zones (EPZs) have become significant GVC
hubs which offer tangible benefits to TNCs and suppliers in GVCs
[7, p. XII. It is further suggested that higher efficiency could be
achieved if EPZs were to be created at the regional level on the
border of members of regional units (similar to the model of
Euroregions in Europe — or cross—border regions) and also in
the depressed areas to help improve development conditions.

Furthermore African countries should use existing regional
integration units to improve the legal framework for regional
trade and investment. To do so, these countries should simplify
trade service, which in Africa is on a very low level, and sign
bilateral agreements of double taxation avoidance between
members of regional units.

Averyimportant aspect forthe development ofintra—regional
trade is the access to information regarding producers and
production quality for the better choice of commaodities [3, p.
85—861. Production in Africa, especially agricultural, is known
for a lack of market information [8, p. 133]. It is suggested
that this problem could be resolved by creating a database of
producers and suppliers, so that it would be easier for them
to find each other. Such databases should be structured
according to production specialization and should include some
service supply of information about production quality.

In order to organize effective GVC, state regulation of TNC
activity is required to prevent their economy becoming the target
of financial speculation. Generally, African states should open
their markets step by step, so that their economies will be ready
for global competition. There are already negative examples
from the past, where the opening of markets led to bad results
for African economies: deindustrialization and labor force flowing
from the formal to the informal sector [6, p. 17—181.
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So, it should be the staters responsibility to monitor that TNCs
fulfil their role positively within the national economy as follows:

— to supply investment and new technologies which are
«two key drivers of structural transformation» [3, p. 771
New technology is very important for solving the problem of
deindustrialization in Africa which became evident since the
1990's [3, p. 23]

— to create new workplaces that will help to improve social
conditions;

— to develop infrastructure and transport connections not
only for GVC but which also benefit the wider population.

Another very important aspect for African economies lies
in the organization and management of their enterprises,
especially in agriculture. Farms are mostly small—sized and
are family—run, and as result have very slow economic activity.
With this approach, they cannot meet the conditions for the
«creation of a dynamic and development—focused private
sector» (as described in the UNCTAD Report «Economic
Development in Africa 2012»), which «should be at the heart
of policies to promote sustainable structural transformation
by a developmental State» [3, p. 82]. Here we have to point
out that African states need to develop their legislation and
institutions that harness private ownership» [3, p. 82] but it
is also necessary to teach African managers to organize, to
manage and to control the activity of their enterprises.

In consideration of above mentioned Ukrainian enterprises
to enter the African markets should develop cooperation
with African enterprises relying on the incentives of African
governments. So, it should be cooperation with enterprises
which are working in the key sectors of their economies:
agriculture, manufacturing and also mining, in the depressed
regions, bringing new technology.

Conclusion

The manufacturing industry in African countries is still not
being developed. Since the 1990’s there has been a tendency
towards economic deindustrialization in these economies.
Their productivity is low compared to the global average. It is
clear that African countries need to undertake major structural
transformations of their economies, especially in the industrial
sector. These structural reforms need to be effective and must
result in an increase of productivity in their main economic
sectors: agriculture and manufacturing industry, which should
result in the growth of their added value.

Domestic small and medium—sized enterprises should rely
on micro credits. Big enterprises and states, as they work on
realizing major projects for economic growth, should cooperate
with TNCs in the form of GVC, in which organised modern
global production. Generally the role of the state should be the
development of the private sector.

Toencourage investment and new technology come to Africa,
it is necessary to create incentives, which should be targeted

at the foreign investors as well as at their African partners. In
this field the state should play a very important role, because
it must implement incentives motivating economic actors to
use new technologies. Therefore the state should motivate
investors to invest in depressed areas and important economic
sectors in order to drive development.

New technologies will come to Africa in the framework of
GVC. This means that African enterprises should cooperate or
even merge with foreign companies.

A very important aspect for the development of intra—
regional trade is the access to information regarding producers
and production quality for the better choice of commodities.

In addition, African states need to develop their legislation
and institutions that harness private ownership, and it is also
necessary to teach African managers to organize, to manage
and to control the activity of their enterprises.

In consideration of above mentioned Ukrainian enterprises
to enter the African markets should develop cooperation
with African enterprises relying on the incentives of African
governments. So, it should be cooperation with enterprises
which are working in the key sectors of their economies:
agriculture, manufacturing and also mining, in the depressed
regions, bringing new technology.
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