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1. Introduction

In the 1960s, there were high hopes for newly independent Sub-Saharan 
African countries. At that time, Africa was economically better off than 
Asia. In 1970, Zambia’s GNI per capita was $432 and that of Malaysia, 
$392 (at current prices), indicating that the Zambian economy was doing 
better than Malaysia’s. In 1968, Gunnar Myrdal published Asian Drama, 
which was very pessimistic about the development prospects of South 
and South East Asia.

Almost a half century later, however, the situation has reversed and 
Asian economies have surpassed African economies. In 2011, GNI per 
capita was $9,656 for Malaysia and $1,425 for Zambia. This leads to a 
question: What were the reasons for this divergence between the two 
regions? This question was one of the issues heavily discussed at TICAD 
IV.

After TICAD IV, building on its analytical work concerning the Asian 
growth experience and African development, JICA enhanced support of 
industrial development to follow up the meeting. JICA has launched a 
comprehensive approach to support African industrial development, 
i.e., combining policy-level support with concrete project assistance to 
private sector development. Such initiative has matched the challenges 
and priorities of African development today, as well as the political 
commitment of African leaders, and has developed into tangible actions 
in Ethiopia and Zambia, among others. 

This chapter will first discuss the need for the industrial development of 
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Africa in order to achieve its sustainable economic growth, touching 
upon issues such as youth unemployment, de-industrialization 
processes, diversification of economic structure, and investment climate 
improvement. It will then examine strategies to tackle these challenges 
and the strong determination of African leaders to industrialize. These 
will be followed by three cases of JICA’s cooperation for Africa since 
TICAD IV, which include (1) research of the Asian experience and 
African development, (2) industrial policy dialogue and quality and 
productivity improvement (kaizen) in Ethiopia, and (3) support for 
investment promotion and economic diversification (“Triangle of Hope” 
approach) in Zambia.

2.  Possibilities and Challenges – Necessity of Industrial 
Development of Africa

Africa’s long-term prospects for growth are good. The Economist 
Intelligence Unit (EIU) (2012) has forecast that average growth of the 
regional economy in 2013-16 will be around 5% a year. The economic 
performance of Sub-Saharan Africa, as Figure 1 shows, has been better 
than that of most developed countries. 
There are challenges, however, to sustain this economic growth. First, 
the youth population in Africa (including North Africa) is rapidly 
expanding, with close to 200 million people aged between 15 and 24. 
Although the expansion means a demographic bonus in the future and 
will make Africa a huge market by 2050, it also means that creating jobs 
for the younger generation will be a critically important issue. 
Otherwise, the dividend could become a curse. This has an important 
bearing on political stability as well as inclusive growth in the region. 
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Figure 1. Africa’s sustainable GDP growth 

(Source: International Monetary Fund (2012), World Economic Outlook Database, October 2012)

Second, despite the importance of the industrial sector in creating jobs, 
the employment share of this sector in Sub-Saharan Africa was only 
10.6% of the overall population in 2009 (ILO 2011). Furthermore, the 
share of the manufacturing sector as a percentage of GDP has been 
declining since the 1980s (Figure 2) (Page 2012 and Page 2013). Industrial 
development is the key to creating more productive jobs, transforming 
the economic structure from rural agriculture-based economies to more 
diversified economies with much larger industrial and service sectors.1 
This includes light manufacturing, such as the agro-processing industry, 
which adds value to primary products. 

1. Benin et al. (2010) estimates that agriculture’s share of GDP fell at an average annual rate of almost 
7% between 2003 and 2009.
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Figure 2. Share of manufacturing in GDP

                                              (Source: Lin 2012)

Third, to transform the Sub-Saharan African economy, private sector 
development needs to be promoted. In a large number of Sub-Saharan 
African countries, the general operating environment for the private 
sector remains difficult, with more complex and expensive regulatory 
processes and weaker legal institutions, compared with any other 
regions (World Bank and IFC. 2012), and the manufacturing sector is still 
weak. 

The fourth issue concerns foreign direct investment (FDI) promotion. 
Even though Africa has largely been enjoying an investment increase 
since 2000, most investment goes into the natural resources or mining 
sector. As Table 1 shows, the top 20 African countries that have the 
largest inward stock of foreign direct investment in 2011 are mainly 
natural resource-rich countries, and just 10 countries count for almost 
80% of the investment amount into Africa. This means investment in 
Africa is highly concentrated and in specific sectors. 
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Table 1. FDI inward stock in 2011, top 20 African countries (mil $)

(Source: by this author based on data from UNCTAD World Investment Report 2011 and 2012)

Figure 3 shows that a gradual sectoral shift of investment is taking place. 
Investment in the service sector is emerging in particular. Contrary to 
popular perception, investment in primary industry is declining in the 
long run. This trend, however, does not necessarily mean a decline in the 
presence of primary industry. For example, coke and petroleum 
products are emerging in the manufacturing sector and many 
investments in the manufacturing sector play a supporting role for the 
extractive industry. UNCTAD (2012) describes this shift of investment as 
a diversification of natural resource-related activities rather than a 
decline of the extractive industry. This indicates that the industrial 
structure still heavily depends on natural resources.

Diversification of economic structure is imperative. First, natural 
resource-rich countries must diversify their economies to correct their 
over-dependency on their given endowments (natural resource curse 
and Dutch disease) and promote other sectors with more job creation 
effects, such as the manufacturing and service sectors. Resource-poor 
countries, on the other hand, need to diversify their economies by 
developing local industry, adding value to agricultural products (value-
chain development).2 To make these strategies work, African countries 
also need to diversify investment.

2. The One Village One Product Program (OVOP) could be one of the effective approaches.
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Figure 3.  Value of greenfield investments in Africa, by sector, 2003–2011

 (Billions of dollars)
 (Source: UNCTAD 2012).

3.  Africa’s Leaders’ Determination to Industrialize – Accelerated 
Industrial Development of Africa (AIDA)

Africa’s leaders have shown strong determination to industrialize their 
countries. One occasion at which such determination was articulated 
was the January 2008 African Union Summit that focused on the 
Industrial development of Africa. The African Union (AU) (2008) 
adopted the Action Plan for the Accelerated Industrial Development of 
Africa (AIDA). This is the declaration by African leaders for national 
development through industrial development. 3

“[I]t is Africa’s turn.... No country or region in the world has achieved 
prosperity and a decent socio-economic life for its citizens without the 
development of a robust industrial sector” (AU 2008:1). 

AU (2008) emphasized that the crucial factors for African industrial 
development are, among others, general skills, stimulating productivity, 
promoting investment, providing infrastructure, technology transfer, 
and upgrading enterprise operations.

Development partners must increase their support for industrial 
development, aligning their support with the African initiative. JICA has 

3. In line with such determination of African leaders for industrial development, there have 
been support activities from African academics; the establishment of the African Center for 
Economic Transformation (ACET) in 2007 by K.Y. Amoako is an example of the initiatives 
from the academic side to support governments with rigorous policy research and advice on 
transforming their economies.
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been aligning its assistance to AIDA, and as a part of the AIDA 
monitoring process, in 2010, JICA and its partner, the National Graduate 
Institute for Policy Studies (GRIPS), were invited to make presentations 
in the Addis Ababa meeting organized by the AU and the Economic 
Commission for Africa (ECA) to introduce Japan’s SME development 
policy (ECA 2010; Shimada 2010). This illustrates the growing interest in 
Asia’s development experience on the part of Africa, especially in terms 
of Asia’s industrial development.

There are numerous constraints for industrial development, ranging 
from lack of basic education to infrastructure. In the next two sections, 
we will focus on two aspects. One is how to make realistic strategies for 
industrial development. The other is how to promote more FDI, 
especially for non-resource-based sectors.

4. Development Strategies toward Industrial Development

At TICAD IV, held when there was a growing interest among African 
leaders in the Asian development experience, the JICA Research 
Institute organized a symposium on “Economic Development in Africa 
and the Asian Growth Experience.”4 The symposium aimed to hear 
African leaders’ insights on the relevance of the Asian experience in 
accelerating economic growth in Africa. The symposium particularly 
highlighted the role of the state in promoting economic growth while 
maintaining equity through appropriate public policy.5 Professor Stiglitz 
emphasized the relevance of the Asian lessons to strike a good balance 
between the state and the market (JICA 2008a). 

Following TICAD IV and the G8 Hokkaido Toyako Summit, held in 

4 . The symposium featured several eminent African leaders as panelists: H.E. Jakaya Mrisho 
Kikwete, President of the United Republic of Tanzania and Chairman of the African Union; 
H.E. Meles Zenawi, the late Prime Minister of the Federal Democratic Republic of Ethiopia; 
H.E. Joachim Alberto Chissano, former president of the Republic of Mozambique; and Dr. 
Donald Kaberuka, President of the African Development Bank Group. Professor Joseph 
Stiglitz of Columbia University also joined the discussion via a video link. Mrs. Sadako 
Ogata, then President of JICA, served as Chairperson.
5 . The main points of the discussion in the symposium were as follows. It was noted that 
Africa is certainly growing; but the challenge is how to sustain accelerated growth. For this 
purpose, Africa needs to have an appropriate development strategy in which government is 
given more policy space to design a practical strategy that suits the unique situations in 
respective African countries.
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Japan just one month after TICAD IV, JICA started several initiatives to 
follow up on Japan’s commitment to Africa at the two meetings. One of 
them is research collaboration between the JICA Research Institute and 
Professor Stiglitz’s Initiative for Policy Dialogue (IPD) with the late 
Prime Minister Meles of Ethiopia participating. The research aimed to 
open a debate on facilitating economic growth and poverty reduction in 
Africa by applying Asia’s development lessons, and also to promote a 
more active role of governments in economic policies. The published 
results of the research called for fresh approaches to learn the lessons 
from successes both within and outside Africa, particularly drawing on 
the experiences of Asia.6 While they maintain there is no policy package 
that fits all sizes, they argued that at the center of the policy misstep in 
Africa was a failure to get the balance right between the state and the 
market.7

After a JICA-IDP meeting in Addis Ababa, Ethiopia, the then Prime 
Minister Meles made two requests to JICA (Ohno 2011; Shimada 2010; 
Kuwajima 2011). One of these requests was to help formulate industrial 
development policy. The other proposal was to support and nurture 
private companies. In response to these requests by the Prime Minister, 
JICA has taken a comprehensive approach to the issue of industrial 
development in Ethiopia. 
JICA’s comprehensive approach is based on the assumption that as the 
following figure shows, industrial development needs a multifaceted 
policy and actions (Shimada 2013). 

6. The research resulted in the publishing of a book, which was brought out by Oxford 
University Press (Noman et al. 2012), titled “Good Growth and Governance in Africa: Rethinking 
Development Strategies.”
7. This book addressed the following important questions: Why has the overall economic 
growth performance of Africa been disappointing during the past 50 years? More 
importantly, what are the policy options for reversing that trend? What are the possibilities 
and policies for Africa?
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Figure 4: Comprehensive approach to industrial development 

First, at the policy level, macro-policy such as a five-year development 
plan must be in place to set the overall policy goal and plan. A lack of 
clear policy and plan on the part of the government generates a sense of 
uncertainty among the private sector, resulting in less-than-optimal 
investments.

Second, in addition to the five-year development plan, detailed sectorial 
policy and SME development policy are needed to provide more precise 
guidance for policy implementation.

Third, at the private firm level, human capital accumulation (learning) is 
essential to improve productivity. There are two types of knowledge that 
need to be learnt. One is new skill/technology, and the other is 
management capabilities. These two components are inseparable for 
successful industrial development. 

With the above comprehensible approach in mind, in response to the 
two requests from the late Prime Minister Meles, JICA started its 
initiatives. Regarding the first request, in partnership with GRIPS 
Development Forum, JICA decided to conduct a policy dialogue with 
Ethiopian authorities on the country’s industrial development. Hand in 
hand with the policy dialogue, regarding the second request, JICA 
initiated a project on quality and productivity improvement (kaizen), 
aiming to improve productivity in the industrial sector in Ethiopia 
(Shimada 2011; GRIPS Development Forum 2011). 
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4.1  Industrial policy dialogue and productivity improvement in 
Ethiopia

The policy dialogue with Ethiopian authorities, headed by the Prime 
Minister, covered issues from the policy level to actual implementation 
on the ground. The dialogue started with “policy visions,” which is an 
overall long-term policy guidance. The visions included Agricultural 
Development Led Industrialization (ADLI) and Democratic 
Developmentalism (DD), which are the guiding principles that the 
Ethiopian government has been adhering to. Discussions then moved 
toward the five-year development plan, “the Plan for Accelerated and 
Sustained Development to End Poverty (PASDEP) (2005-2009),” and 
culminated in a debate over the new five-year plan, “the Growth and 
Transformation Plan (GTP) 2010/11-2014/15.” Also discussed were 
sector policies such as those for basic metals and engineering industries. 
The sector survey provided a useful reference in the design of an 
industrial master plan.

The dialogue tried to fill in the gap in terms of the mindset and 
methodology of industrial policy making, mostly based on international 
comparison of good practices in Asia such as Japan, the Asian Tigers, 
and ASEAN. It was pointed out that self-study, learning from neighbors, 
and trial and error are the factors commonly found in the Asian 
experience. Further, it was argued that simply copying specific policies 
of an Asian country would not be a solution. The understanding was 
that there is a set of policy menus for industrial policy, and specific 
policies should be selected and adjusted to the unique conditions of each 
country, creating a climate of collaboration for Private-Public 
Partnership (PPP) (Ohno, K. 2011 and 2012). 

Another factor emphasized as important was the coordination among 
government ministries in formulating industrial policy (Ohno, I. 2011). 
This coordination was the key to the success of Asian countries. In Asia, 
the functioning coordination mechanism among the government 
bureaucracy as well as with the private sector helped to make 
development policy making transparent and accountable, and to avoid 
the politicization of the process.

Based on the policy dialogue, the GTP expanded the policy scope to 
include the promotion of import-substitution industries. The new Micro 
and Small Enterprise (MSE) Development Strategy also encourages the 
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introduction of the kaizen concept.8 

4.2 Quality and productivity improvement (kaizen)
The kaizen project started in October 2009, together with the policy 
dialogue.9 Kaizen is a Japanese word that in this context refers to 
“continuous improvement” of productivity and quality without 
additional cost, promoted in a participatory process and through a 
bottom-up approach. Various instruments are used, such as the working 
environment improvement methodology called “5S”: Seiri (orderliness), 
Seiton (tidiness), Seiketsu (cleanliness), Seisou (cleaning up), and Shitsuke 
(discipline); these terms are normally referred to in English as Sort, Set in 
Order, Shine, Standardize, and Sustain. 

Japan itself introduced productivity and quality improvement in 1955 at 
the start of the country’s era of rapid economic growth, learning from the 
business management tools from the United States. This management 
practice method has spread among Japanese companies operating in 
Japan and abroad. JICA has also offered assistance to spread the practice 
of kaizen to many developing countries in Asia. In 1983, JICA started 
cooperation with Singapore’s National Productivity Board (NPB), which 
evolved into the present SPRING-Singapore. After the success of the 
project, cooperation expanded to Thailand, the Philippines, Hungary, 
Brazil, Tunisia and Ethiopia, among others (Ueda 2009). 

In terms of sustainable private sector development, the introduction of 
management tools is critical. Otsuka and Sonobe (2011) explain this 
process as follows (see Figure 5): once a new business is established, the 
pioneer receives sizable profits. The success of the pioneer firms will 
attract imitators to the industry, and in this way an industrial cluster is 
formed. During the early period when profits are reasonably high, 
entrepreneurs are not interested in introducing new ideas and 
knowledge. However, with more companies entering the industry, 
profitability of the firms starts to decrease. Without introducing new 
ideas and knowledge to improve operations, especially management 
tools, the profitability of many firms will decrease, making it impossible 
for them to continue business, and as a result, the number of companies 
8. In a meeting, the late Prime Minister evaluated the JICA-GRIPS exercise as “filling the 
knowledge gap.”
9. Before JICA’s initial technical assistance, the Kaizen Unit was created in the then Ministry 
of Trade and Industry (now the Ministry of Industry), and local kaizen leaders were devoting 
themselves to kaizen promotion.
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will decrease (as shown by the dotted line in Figure 5). Many empirical 
studies have proven that management skill improvement is the key for 
cluster development (Sonobe and Otsuka 2011; Sonobe et al. 2011). This 
is why the Government of Ethiopia and JICA-GRIPS agreed to start 
introducing kaizen as a component of the country’s industrial 
development.

Figure 5.  An illustration of industrial cluster development patterns in terms of 
changing profitability and the number of firms.

              (Source: Otsuka and Sonobe 2011)

To provide guidance on the kaizen approach, a team comprising JICA 
and Ethiopian experts visited a total of 30 selected private 
manufacturing companies, each of which received 10 consultation visits 
from the team. The team’s method was not to give readily available 
solutions to the problems that the companies had, but to ask them 
questions on what the companies needed to think about to improve their 
operations. After the 10 consultations, extending over a half-year, as 
Table 2 shows, the 30 firms had obtained an average benefit of Ethiopian 
Birr (ETB) 500,000 (equivalent to around $30,030). Given that the average 
number of employees was 402 per company, the pilot project generated a 
benefit of ETB 1,240 ($74.5) per head, which almost equaled the 
prevailing gross monthly wage ($75). Various quantitative data on 
successful cases are shown in Table 2. The highest benefit to a single 
company was ETB 3.25 million, around $195,195. 
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Table 2: Quantitatively measured results from the kaizen pilot project

Company Notable results
Overall Average quantitative benefit of ETB 500,000 ($30,030) 

per company.
Given that the average number of employees is 402 
per company, the average benefit per head is ETB 
1,240 ($74.5), which is comparable to the prevailing 
gross monthly wage ($75).

Company A (Metal) Recovered ETB 118,995 ($7,146) as additional value. 
Per-head value is ETB 1,000 ($60).

Company B (Metal) Reduced lead time from two weeks to one week.
Company C (Textile) Halved time wasted by 780 min./month for a certain 

process and 624 min. for another process.
Company D (Chemical) Reduced overproduction waste by 50%.

Increased motion and movement by 100%.

Company E (Agro) Additional production of 12,000 liters/day, which 
accounted for ETB 204,000 ($12,252) 

Company F (Metal) Regained reusable materials worth ETB 2,400,000 
($144,144), compared to company capital of ETB 
770,000 ($46,246). Per-head regain is ETB 58,500 
($3,513).

Company G (Agro) Identified, repaired, and reused machinery and 
equipment worth ETB 3,250,000 ($195,195), compared 
to company capital of ETB 20,000,000 ($1,201,201). 
Per-head benefit is ETB 9,420 ($566).

(Source: By this author)

Figure 6 shows pictures taken before and after the project. The top-left 
pictures show the disorganized stock conditions before kaizen, and the 
pictures on the right, the conditions after kaizen. Everything became 
easier for factory workers to manage. They no longer needed to waste 
time in looking for misplaced materials. The bottom pictures show a 
small improvement at a metals factory, where they simply installed a 
table. With this table, workers could do away with heavy lifting work, 
thus reducing wasted time and effort.
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Figure 6: Visual comparison of before and after the pilot project

       (Source: By this author)

There are also challenges. The pace of progress is different among 
companies participating in the kaizen movement. The key lies in the 
corporate mindset. Workers should actively participate in improving 
productivity and directors have to listen to the workers’ voices. 
Leadership is indispensable to thoroughly apply such a working 
method.
It must be highlighted that this success has been brought about by the 
initiatives of Ethiopian experts, who work enthusiastically with factory 
workers at private companies to improve their operations. This 
management skill was new to the Ethiopian experts before the project, 
but after the project, six out of nine experts who worked for the project 
became classified as consultants, authorized as competent in providing 
consultancy services, and three experts were classified as assistant 
consultants. 
The initial project successfully ended in June 2011, including the kaizen 
dissemination plan. Encouraged by this achievement, the Ethiopian 
Government, in October 2011, established the Ethiopian Kaizen Institute 
(EKI), under the Ministry of Industry, with 65 technical staff. The 
institute is the world’s first ever governmental institute that has the term 
kaizen in its name. The Ethiopian Government and JICA began the Phase 
2 Kaizen Project in November 2011 for capacity building of EKI and 
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related organizations in order to disseminate kaizen throughout the 
country. This project is expected to contribute to establishing a system to 
disseminate kaizen in Ethiopia in a sustainable manner.
JICA’s cooperation to support kaizen in Ethiopia was the first case of its 
kind in Sub-Saharan Africa. The experience and the results of this project 
will form a useful basis for further projects in other African countries in 
the future.
Though not a magic wand, kaizen could be a useful method that will 
contribute to private sector development in Africa; if appropriately 
introduced, it will bring about changes in motivation and consciousness 
and help the acquisition and/or creation of knowledge and skills in the 
process for effective production and quality management. 
To support the kaizen approach in other countries in Africa, it is crucial to 
secure an empirical base to provide a rationale for the conditions under 
which the approach will be functional and effective, and to identify what 
constraints should be overcome. From such a point of view, a greater 
emphasis on scientific analysis of individual projects with appropriate 
data is warranted.

5.  Investment Promotion and Diversification through “Triangle 
of Hope” Approach in Zambia

Turning now to investment promotion and diversification, which are 
other important factors for economic transformation, we would like to 
present a case study from Zambia. Zambia has been struggling to put an 
end to its over-reliance on mineral resources and to diversify its 
economy, as suggested in the Sixth National Development Plan (SNDP) 
formulated in 2011. The promotion of FDI in various sectors is 
considered one of its solutions. Zambia has been addressing this issue, 
and JICA has been supporting the comprehensive approach towards 
investment promotion, through the project called “Triangle of Hope 
(TOH),” that contributes to economic diversification.10 The “triangle” 
represents a tripartite combination of (1) government will, (2) 
streamlining public administration, and (3) private sector participation. 
The idea was devised by Dato’ J. Jegathesan, who was the former 

10. JICA’s assistance was first initiated as the “Project for Triangle of Hope, Strategic Action 
Initiative for Economic Development (TOH-SAIED)” (referred to as the Phase 1 Project) 
implemented from 2006 to 2009. Then the Phase 2 Project called the “Zambia Investment 
Promotion Project – Triangle of Hope – (ZIPP –ToH)” followed from 2009 until 2012.



188

Chapter 6

Deputy Head of the Malaysian Industrial Development Agency (MIDA) 
and JICA consultant for the project.11 

Impacts and contributions of the project are summarized as follows 
(JICA 2012b; Homma 2013). First, the project successfully brought 9 
investment projects to Zambia. (One of the investments is worth over 
$200 million. These investments include Africa’s first mobile phone 
factory; a large-scale university invested in by Malaysian investors; and 
a hospital project invested in by an Indian medical enterprise group.) 
Second, the project diversified investment from the mining sector 
towards non-traditional sectors such as education and health. Third, the 
project contributed to improvement of the Doing Business environment. 
For example, Zambia was identified as the world’s 7th top reformer in 
Doing Business 2011 (World Bank and IFC 2010). Fourth, the project 
contributed to a dramatic increase of FDI inflow (FDI inflow for 2011 
became 4 times larger than that of 2006). Last but not least, the project 
enhanced the capacity of the Zambia Development Agency (ZDA) as an 
investment promotion agency and improved services for investors.12  

To achieve these results, a strong government will was initiated by the 
late President Dr. Levy Patrick Mwanawasa. Under his direction, 12 
taskforces were formulated and 12 Action Agendas were prepared for 
development of 12 diversified areas.13

Throughout its cooperation period, the project focused on capacity 
building by the Zambian Government, in particular ZDA. The capacity 
building streamlined public administration on investment approval by 
reforming the investment application process, preparing manuals/
guidelines, establishing one-stop shops, monitoring processes by tracer 
studies and others. It also aimed at promotional activities such as 

11. MIDA was renamed as the Malaysian Investment Development Authority in 2011.
12. ZDA was established under Zambia’s Ministry of Commerce, Trade and Industry by 
merging five governmental agencies, namely Zambia Privatisation Agency, Zambia 
Investment Centre, Export Board of Zambia, Zambia Export Processing Zones Authority and 
the Small Enterprises Development Board. Although the ZDA has multiple functions, the 
basic function to promote inward FDI as the investment promotion agency (IPA) does not 
significantly differ from other countries’ IPAs which are exclusively established for 
investment promotion purposes.
13. The twelve areas are as follows: education, medical and health, tourism, agriculture, 
cotton, banking and finance, air cargo hubs and inland ports, government streamlining, 
information and communication technology (ICT), Multi Facility Economic Zone (MFEZ), 
mining and micro, small and medium enterprises (MSME).



189

Industrial Development of Africa 
– JICA’s commitment at TICAD IV and its follow-up

dispatching targeted investment promotion missions for Malaysia, 
India, South Africa and Japan and preparing promotional materials such 
as guidebooks, websites and sector/project profiles. The missions were 
sometimes implemented in the form of public-private joint missions. 
These activities contributed to further private sector participation in 
investment in Zambia even in the sectors which were not traditionally 
considered to be associated with private investment. 

The TOH approach shows the importance of integrated efforts at the 
policy making level and implementation level to promote investments. 
This is an innovative approach and the difference from prior efforts in 
this area. It is also suggested that the TOH approach, including 
investment diversification, could serve as one of the solutions for 
African natural resource-rich countries which need economic 
diversification.

6. Ways forward

As we have seen, the keys to sustainable economic growth in Africa are 
industrial development (job creation), doing business improvement, and 
investment diversification. This chapter examined strategies to tackle 
these challenges and African initiatives for industrial development, 
AIDA, taking up cases of JICA’s cooperation for Africa, which include 
(1) the analytical work of the Asian experience and African 
development, (2) industrial policy dialogue and quality and 
productivity improvement (kaizen) in Ethiopia, and (3) support for 
investment promotion and economic diversification (“Triangle of Hope” 
approach) in Zambia. These results of the projects designed and 
implemented as follow-up activities after TICAD IV imply that these 
approaches should be scaled up after TICAD V in accordance with 
AIDA. The international community is expected to support this African 
initiative. 

The subsequent chapters will discuss the role of infrastructure. Without 
soft and hard infrastructure, such as Special Economic Zones (SEZ), 
roads, bridges, electricity and operational systems for industrial 
promotion, it is impossible to industrialize. Infrastructure is also very 
important to encourage the private sector, including Japanese 
companies, to invest more in Africa. In the process of the development of 
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Asia, this ODA-FDI linkage worked very well in countries such as 
Thailand and Vietnam.
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Chapter 7: 
Policy Challenges for Infrastructure 
Development in Africa - The way forward for 
Japan’s Official Development Assistance 
(ODA) 

Yasuo Fujita, Ippei Tsuruga and Asami Takeda

This chapter examines how Japan’s ODA can more effectively assist 
Africa’s infrastructure development in consideration of a 
comprehensive study by the donor consortium. It recommends that 
Japan should consider, as short-term measures, sectoral reallocation of 
its assistance, financial assistance for maintenance, and management 
reform of public utilities, while supporting various reforms from a long-
term perspective.

1. Introduction

Infrastructure1 development in Africa is generally lagging behind other 
parts of the world, though there are variations between countries and 
sectors (see Section 2), hampering economic growth2 and poverty 
reduction (for example, Calderón and Servén 2010). One of the serious 
problems was that the real picture of infrastructure in African countries 
could not be seen due to lack of data, preventing policy interventions 
and investment.
The Infrastructure Consortium for Africa (ICA)3 conducted Africa 
infrastructure country diagnostic studies and published a flagship 
report titled Africa’s Infrastructure: A Time for Transformation in late 2009 

1. In this chapter, infrastructure includes: power; transport (roads, seaports, airports, and 
railways; water supply and sanitation; information and communication technology (ICT); 
and irrigation.
2. As pointed out in Chapter 6, infrastructure development would promote economic growth 
through industrial development while removing the cost penalties of economic activities.
3. ICA was established in 2005, following the G8 Gleneagles summit at which assistance for 
Africa was one of the main agenda topics. For details of ICA, see http://www.icafrica.org/
en/
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(hereinafter referred to as AFD-WB 2009). The values of this report 
include that current status and problems are analyzed through 
quantitative data; that infrastructure needs and funding gaps are 
estimated by sector and country type; and that policy interventions are 
prioritized through cost-benefit analyses. At the same time, however, it 
reveals that Africa’s infrastructure challenges are overwhelming and 
complex, and require sustained and concerted efforts by African 
countries, regional organizations, and development partners.4

This chapter aims to discuss what Japan’s ODA should place its 
emphasis among recommendations of AFD-WB 2009 in donor 
community’s concerted efforts, in order to effectively contribute to 
address Africa’s infrastructure challenges.5 This exercise is useful 
because infrastructure has always been one of the priority areas for 
Japan’s assistance for Africa to boost the region’s economic growth as in 
the TICAD IV Yokohama Action Plan 2008, and Japan has provided 
financial resources and technical assistance.

This chapter is organized as follows: Section 2 summarizes the current 
status of infrastructure development through available statistics; Section 
3 reviews Japan’s recent ODA for infrastructure in Africa; Section 4 
discusses the future direction of Japan’s ODA; and Section 5 is the 
conclusion.

2. Overview of Infrastructure Development in Africa
2.1 Current infrastructure in Africa
Table 1 shows the current status of infrastructure development in Africa 
based on available statistics such as World Development Indicators 
(WDI) of the World Bank, and the Global Competitive Index (GCI) of the 
World Economic Forum (WEF). The countries are categorized into five 
groups6 – North Africa, middle income countries, oil exporting 

4. Development partners here include non-traditional funders such as China, Korea. Figure 2 
shows their great contribution to infrastructure development.
5. Therefore, this chapter focuses only on how Japan’s ODA can better meet Africa’s 
infrastructure development needs; and does not directly consider the interests of Japanese 
industries in infrastructure business in Africa.
6. This chapter adopts the categorization of countries of IMF 2011, 80, which is a little different 
from AFD-WB 2009, 51. Fragile countries are low-income countries that face particularly 
severe development challenges, such as weak governance, limited administrative capacity, 
violence, or the legacy of conflict (AFD-WB 2009, 51).
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countries, low-income nonfragile countries, and low-income fragile 
countries7 - because they are different in infrastructure development and 
challenges. This section basically focuses on sub-Saharan African (SSA) 
countries because the quality and quantity of infrastructure in North 
Africa and small, middle-income island countries, including Mauritius 
and Seychelles, are relatively higher in almost all the sectors. As shown 
in Figures A1 to A6, there is generally a positive correlation between 
infrastructure development and GDP per capita, but, the degree of 
correlations is different across infrastructure sectors.8 This suggests that 
the countries can improve some infrastructure regardless their income 
levels. The current situation of Africa’s infrastructure by sector is as 
follows:

Power: Power is by far Africa’s largest infrastructure challenge, with 30 
countries facing regular power shortages (AFD-WB 2009, 5) and more 
than half of the population having no access to electricity except in 
North Africa, Mauritius and South Africa. SSA countries have low rates 
of electrification – the average rate for SSA countries is only 32%, 
compared to the average of low and middle income countries (LMIC) 
throughout the world, which is 74%. As for electricity consumption per 
capita, the average of SSA countries is only 517kWh, which is 
substantially lower than the world LMIC average (1,527kWh), with the 
exception of South Africa (4,532kWh) and Libya (4,170kWh). 
Furthermore, SSA countries’ rate of electric power transmission and 
distribution loss9 (11.2%) is almost the same as the world LMIC average 
(11.1%). The loss is higher in the whole of the African region particularly 
in middle-income (35%) and oil-exporting countries (24%), indicating 
operating inefficiency of power utilities.

Transport: The average roads pavement ratio in SSA countries is only 
19% compared with the world LMIC average of 45%. The road pavement 
ratio in oil-exporting countries is very low. In addition, regarding road 
density (total road length per land area), the figures in many African 
countries are lower than the world LIMC average (21.5 km/100km2). It 
is urgent that African governments should address the poor condition 
7. Sub-Saharan African (SSA) countries are subdivided to the latter four groups.
8. The road pavement ratio and the electricity power consumption per capita are more 
correlated with per capita income. The electricity power consumption and distribution 
losses, improved access to water sources, agriculture irrigation land, and mobile 
subscription per 100 are less correlated with per capita income. (Figures A1 to A6)
9. Measured in percentage of electricity power output (World Bank.2012a)
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and low density of their road networks. In addition, to keep the road 
network in good condition, maintenance is another challenging task in 
Africa since it requires huge investment. Infrastructure development of 
other transport modes such as airports, seaports and railways in Africa 
face same challenges and ineffective linkage between different transport 
modes, declining air connectivity, poorly equipped ports and aging rail 
networks are key problems facing Africa’s transport system (AFD-WB 
2009, 233).

Water supply and sanitation (WSS): Only 61% of SSA countries’ 
population has access to safe drinking water, which is below the world 
LMIC average of 86% and MDG’s target rate of 75% by 2015. The rates 
are below 50% in Somalia, Ethiopia, the Democratic Republic of the 
Congo, Madagascar, Mozambique and Niger. Urban and rural 
disparities are also prominent – more than half of the rural population 
has no access to safe water in SSA countries. Access to adequate 
sanitation is even worse. Only 30% of the population in SSA countries 
lives in households with access to adequate sanitation and the rate is 
lower in rural areas. There are 12 low-income countries where more than 
90% of the population has no access to adequate sanitation in rural areas. 
Irrigation: While more than two-thirds of Africans rely on agriculture for 
a living, the average amount of arable land developed for irrigation is 
only 6% for a selected 28 African countries, compared with 39% in Asia 
and nearly 30% in Latin American countries (Bluffstone and Kohlin 2011, 
6). Low levels of irrigation mean that few SSA countries can sustain yield 
increases, even with abundant rainfall (UNDP 2012). The amount in 
Egypt is exceptionally high (99.7%) since Egypt’s agriculture depends 
entirely on irrigation. Further improvement is an urgent requirement for 
sustainable food production in Africa.

Information and communication technology (ICT): Approximately 
three-quarters of the world’s inhabitants have access to mobile phones 
(World Bank 2012b, 23). The number of mobile subscriptions in use 
worldwide has grown from 1 billion in 2000 to over 6 billion in 2012, of 
which nearly 5 billion are in developing countries (ibid.). This trend is 
also true for some African countries. The number of mobile 
subscriptions per 100 people has increased dramatically since 2000; in 
2010, North Africa (111 subscriptions) and some middle-income 
countries exceeded the world average (78 subscriptions). As for the 
penetration of telephone lines and the Internet, Africa still has low rates 
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especially in oil-exporting countries and low-income countries, 
suggesting the digital divide is a critical issue. It is still essential for 
African governments to develop the telecommunications sector.

2.2 Infrastructure by country groups
The infrastructure challenge differs among country type (Table 1). North 
Africa showed the highest level of infrastructure in quality and quantity 
in all the sectors. However, its electricity consumption per capita is still 
insufficient (average 1,751kWh per capita) compared with the world 
average (2,807kWh), though it exceeds the world LMIC average (1,527 
kWh). As for the middle income countries in Africa, further 
improvement in both quality and quantity in the energy sector is 
necessary; and particularly, the rate of electric power transmission and 
loss is the highest among all the country groups (35%), due to the high 
figure for Botswana (79%).

Recent economic growth in Africa is attributed to price hike in energy 
and mineral resources10 and oil exporting countries play a great role in 
economic growth of Africa. However, infrastructure development in oil 
exporting countries is stagnant, despite their higher GDP per capita and 
abundant natural resources revenue.11 In particular, the level of 
infrastructure stock and quality in the transport sector are lower than 
low income countries. In addition, oil-exporting countries significantly 
lag in terms of quantity and quality in electricity services. Therefore, 
considering how to allocate additional fiscal resources from natural 
resources to infrastructure effectively (particularly in transport and 
energy sector) is urgent. 
The low income African countries are facing a severe situation in all the 
sectors of infrastructure. The available data shows that there is no 
significant difference in infrastructure between fragile and non-fragile 
countries. In particular, power is the largest infrastructure challenge, 
especially in non-fragile countries (average rate of access to electricity is 
only 23% and electricity consumption per capita is the lowest, 240kWh), 
and both quantity expansion and quality improvement are urgent 
requirements.

10. Refer to Introduction of this report.
11. This is because they used most of their revenue from oil exports for debt repayment (AFD-
WB 2009, 76).
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2.3 Infrastructure and a country’s competitiveness
It is useful to see the perception of private businesses regarding 
infrastructure as one of the key components to a country’s 
competitiveness. WEF 201112 shows that almost all African countries are 
assessed as inferior to the world average in terms of quality except 
Tunisia, Mauritius, Namibia, South Africa, Gambia and Rwanda (Figure 
1). Poor infrastructure quality in oil-exporting countries is noticeable 
mainly due to the poor reliability of the electricity supply. The 
infrastructure index ranking shows 24 out of 33 African countries are 
ranked below 100 out of 142 surveyed countries. It is obvious that the 
poor infrastructure quality of SSA countries negatively affects a 
country’s global competitiveness.

Figure 1. Infrastructure quality of selected African countries

12. WEF 2011 covers 33 African countries.
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2.4 Infrastructure spending needs and funding and efficiency gaps
Infrastructure of all sectors is substantially underdeveloped in Africa, 
though variations exist between countries and sectors. Special attention 
should be paid to the power sector (by sector), and to the low income 
countries (by country groups). According to AFD-WB 2009, the cost of 
addressing Africa’s infrastructure needs for 2006 through 2015 amounts 
to US$93 billion a year, about one third of which is for maintenance 
(Table 2).

Africa’s annual infrastructure spending (2001 to 2006)13 is estimated at 
US$45.3 billion. 66% of the overall spending is financed by the domestic 
public sector, and the rest, 34%, (US$15.5 billion) is from external 
sources, where the share of ODA is 7.9%, non-OECD financiers 5.5% and 
private sector 20.7% (AFD-WB 2009, 8-9).

Given infrastructure annual spending needs (US$93.3 billion) and the 
annual existing spending (US$45.3 billion), the annual financial gap is 
estimated at US$48 billion, comprising of an efficiency gap (US$17 
billion) and funding gap (US$31 billion). Electricity is the sector most in 
need of additional funding, followed by WSS and irrigation. These have 
an aggregate need of US$23 billion while ICT and transport receive more 
than their needs (Table 2).

Table 2.  Africa’s infrastructure spending needs, and funding and  
efficiency gaps, 2006-1514

13. The study identifies four major financial sources including: domestic public sector, ODA 
from OECD member countries, non-OECD countries like China, India and the Arab states, 
and private sector; and sum up their spending on the capital investment and O&M in 
electricity, ICT, irrigation, transport, water supply and sanitation and cross-sector projects 
(AFD-WB 2009, 66-67).
14. AFD-WB 2009 (66-67) identifies four major financial sources including: domestic public 
sector, ODA from OECD member countries, non-OECD countries like China, India and the 
Arab states, and private sector; and sum up their spending on the capital investment and 
O&M in electricity, ICT, irrigation, transport, water supply and sanitation and cross-sector 
projects.
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3. Trend of Financial Resources for Infrastructure and Japan’s Aid
3.1 Infrastructure financing source and gap
In response to financial needs, the financial commitment of external 
sources rapidly increased from 2005 to 2010 (ICA 2011, 20). In addition, 
the share of the power sector, whose financial gap is the largest among 
the sectors (Table 2), accounted for 44% in 2010 (ICA2011, 22). The share 
of Japan’s ODA in 2010 was 5% of total commitments by external 
sources, or 10% of commitments by ICA members (Figure 2). This 
increasing trend regarding Japan’s commitment is a recent phenomenon 
because the high indebtedness of African countries prevented loan 
assistance until 2005, and political instability and conflicts hampered 
new infrastructure investment. Japan has waived debt repayments for 
African countries under the international debt relieve initiatives,15 and 
commenced the Enhanced Private Sector Assistance for Africa (EPSA) 
initiative in 2005, pledging US$1 billion in ODA loans to Africa for five 
years. TICAD IV in 2008 has also contributed to speed up infrastructure 
assistance.

Figure 2. ICA Members Financial Support for African Infrastructure

3.2 Japan’s infrastructure assistance
A more detailed picture of Japan’s ODA for Africa’s infrastructure is 
reviewed through the original database of yen loans and grants for 2005 

15. For Africa, Japan waived debt repayments amounting to JPY 765.3 billion (ODA debt JPY 
440.2 billion and non-ODA JPY 325.1 billion) from 2003 to 2011 (MOFAJ 2011).
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to 2011, and technical cooperation (TC) for 2005 to 2010 constructed from 
the JICA project database.16 The data for grants or loans is based on 
commitments in the period (as of the signing of the Exchange of Notes), 
while that of TC is on an actual disbursement basis.17 The loans and 
grants assistance is usually provided for new capital investment or 
rehabilitation projects; in addition, the loan projects often include the 
capacity building components of executing agencies. Japan’s TC is 
provided as grants, and includes project formulation studies, the 
dispatch of experts, training of recipient government officials, and 
provision of equipment.

3.2.1 Japan’s loans and grants assistance
Japan’s ODA loans/grants average annual commitment (2005-2011) for 
Africa’s infrastructure amounts to Yen 77.8 billion (65%) out of the total 
annual commitment of Yen 119.0 billion18 (Table 3). Out of this annual 
average commitment for infrastructure, North Africa receives Yen 30.2 
billion (39%) and SSA countries receive Yen 47.5 billion (61%). As for the 
proportion between loans and grants, while loans accounts for 96% in 
North Africa, in SSA countries the loan/grant proportion is almost equal 
(loans 52% and grants 48%), reflecting the different income levels and 
borrowing capacity of the two groups (Table A2, Figure 3).
Regarding the sectoral breakdown (Africa total), transport has the 
largest share (38%), followed by power (32%) and WSS (23%). In North 
Africa, power is the largest (37%), followed by WSS (31%) and transport 
(24%). In SSA countries, transport represents a much higher share (46%), 
followed by power (29%) and WSS (19%) (Table A2, Figure 4).

16. Although the JICA project database covers all ODA loan projects, it does not cover all 
grants and TC projects. Nevertheless, it is sufficient to review the overall picture of Japan’s 
grants and TC assistance because of the substantial coverage of the JICA database.
17. The data is on a calendar year basis. The sectoral category is in accordance with that of 
OECD-DAC. Since TC projects are basically on a shorter implementation period, the time lag 
of commitment and disbursement is generally small.
18. The total commitments include ODA loans amounting to JPY 7.4 billion (annual average 
2005-2011) to African Development Bank (AfDB) for private sector -lending programs, which 
cannot be broken down to individual infrastructure sectors.
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Table 3. Japan’s Financial Commitment Regarding Africa’s Infrastructure

Figure 3.  Modality Share of Japan’s Financial Commitment Regarding Africa’s 
Infrastructure

Source: Compiled by author from JICA project database
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Figure 4.  Sectoral Share of Japan’s Financial Commitment Regarding Africa’s 
Infrastructure

          Source: Compiled by author from JICA project database

Figure 5.  Sectoral Trend of Japan’s Financial Commitment Regarding 
Infrastructure in Sub-Saharan Africa

             Source: Compiled by author from JICA project database
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We will review Japan’s ODA loans/grants regarding infrastructure in 
SSA countries in more detail. While the annual commitments of loans/
grants noticeably fluctuate, the commitment to the power sector in 2010 
was quite high (Figure 5). This increase was because several project 
loans, which had been under preparation, were provided in this single 
year. Within the transport sector, road and bridge projects account for 
75%, while seaports receive 25%. As for the proportion of loans and 
grants, it is almost equal in transport; 77% of the commitment in power 
is by loans; and WSS is mostly funded by grants (89%). This difference of 
loan/grant proportion by sector is mainly due to the different economic 
and financial returns of these sectors because both African countries and 
Japan prefer using grants to lower return projects.

Within SSA countries, the eastern Africa region (11 countries) accounts 
for 61%, followed by the southern African region comprising 15 
countries (22%). This is because the western and central African 
countries include more fragile states and oil producing countries. As to 
the country’s income categories, the low-income non-fragile countries 
(15 countries) received 77%, and the shares of the other three categories 
are between 7% and 8%. The low income non-fragile states are the main 
target of infrastructure assistance because of their income levels and 
absorption capacity. Low-income fragile states received a small share of 
infrastructure assistance (7%), which is for transport and WSS funded 
only by grants, because of serious constraints owing to peace and order 
issues, debt sustainability, and aid absorption capacity.

3.2.2 Japan’s technical cooperation (TC)
The annual average disbursement of TC (2005-2010) amounts to Yen 30.4 
billion, of which 20% is for infrastructure, and 80% is for non-
infrastructure (Table 4). This is in sharp contrast to the loan/grant 
assistance which is used for upfront infrastructure investment. The 
sectoral breakdown of TC for infrastructure shows another contrast with 
the loan/grant assistance. WSS has the largest share (36%), followed by 
transport (27%) and irrigation (18%); and far less input into power (9%). 
Geographically, 84% of TC goes to SSA countries, so, the sectoral 
breakdown of SSA countries is almost the same as that of the African 
total as mentioned above. Within SSA countries, the share for western 
Africa is higher in TC (21%) than in loans/grants (14%) (Table A3). 
Distribution among the income groups is dominated by the low income 
non-fragile states (75%), and the other groups’ shares are between 6 and 



209

Policy Challenges for Infrastructure Development in Africa - The way 
forward for Japan’s Official Development Assistance (ODA) 

10%, which is almost the same pattern as that for loan/grant assistance.

Table 4. Japan’s Technical Cooperation Regarding Africa’s Infrastructure

Figure 6.  Sectoral Share of Japan’s Technical Cooperation Regarding Africa’s 
Infrastructure

Source: Compiled by author from JICA project database

It is natural that the sectoral breakdown of TC does not coincide with 
that of loan/grant assistance, because there are TC projects which are 
closely related to investment projects and those which are not, as 
follows:

 ➢ TC is closely related to capital investment supported by loans/
grants: pre-investment studies, capacity building of executing 
agencies, dispatch of experts, etc.

 ➢ When it is premature or difficult to implement investment projects 
due to economic and/or capacity constraints of countries, TC is 
provided mainly for efficiency improvement, for training of 
government officials, project identification, master planning, 
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provision of equipment, etc.
However, it may be reasonable to reallocate the TC resources to fulfill the 
efficiency gaps of Africa, which is one of the targets of assistance through 
TC, since the efficiency gaps of infrastructure is clearly estimated by 
AFD-WB 2009. As Table 2 shows, the efficiency gap is the largest in the 
power sector (US$6 billion annually), followed by transport and WSS, 
while the allocation of Japan’s TC is weighted on WSS, transport and 
irrigation in order.

Figure 7.  Sectoral Trend of Japan’s Technical Cooperation Regarding 
Infrastructure in Sub-Saharan Africa

Source: Compiled by author from JICA project database

3.3 Policy implications
Japan’s recent allocation of loan/grant assistance does not appear to 
match the spending needs or funding gap across the infrastructure 
sectors as in Table 2. Japan’s loan and grant assistance for investment 
purposes is dominated by the transport sector, which is estimated to 
have a financial surplus by the AFD-WB 2009. Japan’s TC, which can 
improve efficiency and facilitate infrastructure investment through 
capacity development and project preparation, is provided for the WSS 
(36%) and transport (27%) sectors in SSA countries. As seen in Table 2, 
the power sector in Africa has the largest funding and efficiency gaps 
among the sectors. Since private investment is playing a major role in the 
power sector (ICA2011), it does not necessarily mean that public funds, 
including Japan’s ODA, should be used for capital investment in power 
projects. In addition, Japan’s ODA has strengths and emphasis in certain 
sectors, including WSS (particularly in TC) and transport (both in loans/
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grants and TC). However, it would be appropriate to consider how 
Japan’s ODA – loans, grants, and TC – can better contribute to improve 
infrastructure investment in needy sectors such as power, and to more 
effectively remove infrastructure inefficiencies.

4.  Policy Challenges Regarding Infrastructure Development in Africa 
and Future Direction of Japan’s ODA

It appears that there is room for Japan’s ODA to take more into account 
the recommendations of the AFD-WB 2009 (Box) for promoting 
infrastructure development in Africa. The most important characteristic 
of the recommendations of AFD-WB 2009 is the emphasis on closing 
efficiency gaps in Africa’s infrastructure, though most of the 
recommendations are common to other parts of the world.19 All of these 
recommendations are essential for infrastructure development in Africa, 
and should be pursued in the long term. This section discusses three key 
issues that Japan should urgently consider based on the analysis of 
Section 3 in relation to the recommendations (Box). The three issues are 
selected according to the following general criteria: they are areas where 
(i) African countries’ needs are unmet; (ii) higher development impact is 
expected; and (iii) development impact is realized relatively in a short 
period of time, though we do not underestimate the importance of long-
term interventions.

Box: 10 recommendations by AFD-WB 2009
1.     Address Africa’s infrastructure efficiency gap as a pressing policy 

priority
2.     Make greater efforts to safeguard maintenance-related spending
3.     Tackle inefficiency through institutional reform
4.     Include line ministries and budgetary processes in the 

institutional reform agenda
5.     Use administrative and regulatory reforms to get full value from 

existing infrastructure
6.     Pursue regional integration to reduce infrastructure costs
7.     Take a spatial view of infrastructure development priorities
8.     Rethink infrastructure social policy
9.     Find practical ways to broaden access to infrastructure services
10.   Close the infrastructure funding gap

Source: AFD-WB 2009

19. For example, see twelve recommendations of ADB-JBIC-WB 2005 ( xlvi – lvi) for East Asia.
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4.1 Rethinking of sectoral allocation of Japan’s ODA
The transport sector, especially roads, has received the largest share of 
Japan’s ODA. While Japan’s country assistance strategies for African 
countries give emphasis on infrastructure development, there is no clear 
policy on the allocation of funds between the sectors. Since Africa’s 
infrastructure needs and funding gaps are estimated, it is time to rethink 
the allocation of Japan’s ODA so that needy sectors can receive more 
support for more investment and efficiency improvement. In fact, JICA 
has recently been increasing loan/grant assistance to the power sector, 
and project preparation in Africa’s power sector has been strengthened 
as shown in the increase of TC in the power sector (Figures 5 and 7).
Nevertheless, we do not mean that Japan’s grant/loan assistance should 
immediately and directly go to financing power sector investment 
projects. It should be noted that the power sector (particularly power 
generation) is one of the few sectors which can expect capital investment 
by the private sector even in low-income countries (Leigland 2010). 
Japan’s ODA to the power sector needs to be more carefully examined by 
sub-sector, as follows:

 ➢ Power generation: The possibility of private sector capital 
investment should always be explored in power generation 
projects. For this purpose, JICA should assist with the preparation 
of bankable projects through TC, regardless of whether they will 
be financed by the private or public sectors. When private capital 
investment is not possible, JICA should provide loans/grants for 
capital investment. Areas for Japan’s ODA financing for 
investment would include: thermal plants in which private 
investors are not interested, renewable energy projects (e.g., 
geothermal and wind-power) whose investment risk is usually 
higher than conventional thermal plants; and hydropower 
projects which require social and environmental considerations. 
Some recent project examples include a geothermal project in 
Kenya and a wind power project in Egypt.

 ➢ Transmission, distribution and rural electrification: These sub-
sectors would qualify for public sector funding because the 
private sector is less interested due to generally low commercial 
viability. Assistance both for project preparation and investment 
would be necessary.

In a hydropower project in Uganda, while the power station is invested 
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in by the private sector, the associated transmission lines are funded by 
JICA and AfDB through concessional loans. This sort of division of labor 
between private and public funds is common in power projects in Asia.
On the other hand, it is difficult to expect private sector capital 
investment in the WSS and irrigation sectors due to low commercial 
viability; and, therefore, public financing is expected to close the funding 
gap. In WSS, while Japan’s ODA appears to place emphasis on efficiency 
improvement through TC, the low access rate to WSS is a serious 
problem (Section 2), suggesting room for Japan’s assistance for WSS 
investment. Likewise, raising productivity in agriculture is essential for 
Africa’s food security and economic transformation. Irrigation facilities 
are a vital component, together with improved inputs including 
fertilizers as shown in the green revolution in Asia. JICA should consider 
the possibilities of supporting new investment through loan/grant 
assistance in these two sectors.

Lastly, there is an important caution to be placed on the reallocation of 
Japan’s assistance among the sectors. The estimation of the funding gaps 
is made on the assumption that current spending continues (Table 2). If 
all development partners shift from the transport to other sectors at 
once, there is the risk that the transport sector would be in deficit. In 
addition, as in Section 2, there are variations in infrastructure between 
sectors and countries and the infrastructure deficits of sub-sectors 
(particularly, roads, ports and railways) within the transport sector vary. 
Therefore, sectoral reallocation needs coordination with recipient 
countries and other development partners, and a careful review of 
infrastructure needs and gaps in each country should be undertaken. (If 
the current resource allocation to the transport sector is reconsidered, the 
prioritization of spending is necessary within the transport sector, 
including emphasis on regional connectivity discussed in Chapter 8, 
financial support for road maintenance in the next Sub-section 4.2, and 
reallocation between transport sub-sectors.)

4.2 Financial assistance for maintenance
Japan has always emphasized the importance of maintenance of 
infrastructure over the years through TC projects (e.g., road 
maintenance) and ex-post evaluation of projects. Japan’s ODA, however, 
do not finance operation and maintenance expenditures, which shall be 
shouldered by recipient countries through their budget and user 
charges. Japan’s assistance for strengthening infrastructure maintenance 
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has been through capacity building of maintenance techniques, financial 
management, etc., through technical assistance and overseas training. 
Japan only provides budget support, which possibly finances 
maintenance expenditures, on a limited basis in Africa, almost all in 
Tanzania.

JICA’s ex-post evaluations found financial weaknesses in JICA-assisted 
infrastructure projects at the operation and maintenance stage in 
Africa.20 JICA 2011 and 2012 include post-evaluations of fourteen (14) 
infrastructure projects funded by loans or grants in Africa. Out of 8 
projects whose sustainability is rated “medium,” six (6) projects (43%), 
which are rated “medium,” have problems related to insufficient budget 
allocation or low cost recovery at the operation and maintenance stage.21

Ultimately, there are only two financing sources for infrastructure 
investment, operation and maintenance: tax and user charges.22 
Therefore, in order to have the financial resources for infrastructure, 
governments, developers and service providers need to adopt cost-
reflective tariffs when service charges are collected, and exert tax 
collection efforts to cover the cost in the case of non-revenue generating 
projects. Careful attention should be paid to affordability by poorer 
sections of society, for example, through designing targeted subsidy 
schemes and adopting more cost effective technologies. In the long run, 
Japan’s ODA should help developing countries in Africa take the self-
help approach

In the short run, however, Japan should reconsider its approach to 
strengthening maintenance in Africa. The finding that insufficient 
budget and cost recovery caused insufficient maintenance in JICA-
funded projects means that non-financial capacity building alone cannot 
address insufficient maintenance. Japan’s financial assistance for 
maintenance, through (sector) budget support or sector program loans, 
20. Insufficient maintenance due to insufficient budget and low cost-recovery is a problem 
common for most developing countries (JICA 2012).
21. In JICA post-evaluation, the rating of “sustainability” is in three grades: high, medium 
and low. Out of the 14 evaluated projects, 6 projects get high ratings and 8 projects get 
medium ratings regarding sustainability. There are no low-rated projects regarding 
sustainability in JICA 2011 and 2012.
22. “Financiers – whether the private sector, or official lenders and donors - can change the 
requisite time profile of taxes or user charges by providing financing in the form of loans or 
equity, but eventually those loans need to be repaid or remunerated.” (ADB-JBIC-WB 2005, 
30)
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can play an important role in the sustainability of infrastructure.

In addition, the financing of maintenance would have some advantages 
over new investments given the current situation in Africa: higher return 
and quicker impact. While a new investment project takes time from 
project preparation to completion, maintenance investment generally 
requires a shorter time because of minimal environmental 
considerations, a shorter time for contractor selection, less technical 
complexities, etc. Particularly, the economic return for road maintenance 
in SSA countries is quite high (138.8%) according to AFD-WB 2009 (70-
71). If this statement is combined with the argument in Sub-section 4.1 – 
sectoral reallocation of resources – the policy implication is that a portion 
of the funds for new road investment should be shifted to road 
maintenance.

Before embarking on financial assistance for maintenance in Africa, there 
are two important considerations. First, it can and should be selective in 
terms of recipient countries and sectors. As in JICA 2011 and 2012, it 
should be noted that 57% of projects still have no problem with budget 
allocation or cost recovery. In addition, capacity constraints on the Japan 
side and fiduciary risks of recipient countries should also be taken into 
account. Countries and sectors for financial assistance regarding 
maintenance should be carefully selected in consideration of capital 
investment projects in the past and if there are on-going projects. Second, 
Japan should have a phase-out policy from this type of assistance since 
maintenance cannot be supported forever. It has to be undertaken 
together with capacity development TC for budget management, 
infrastructure asset management, and maintenance techniques.

4.3 Assistance regarding management reform of public utilities
Three recommendations of AFD-WB 2009 (Nos. 3 to 5 of the Box) are 
regarding institutional and regulatory reforms. AFD-WB 2009 also finds 
that governance reform of public utilities is more successful in countries 
where broader governance reforms are in progress, and that some 
countries do well despite broader governance reform being delayed 
(106-108). The latter finding is consistent with the argument of pockets of 
effective agencies in weak governance states – “it is well established that 
even in countries that have poor governance and a weak public sector, 
exceptional well-functioning government and government supported 
agencies do exist”(Leonard 2010).
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While there is no doubt that broader governance reform should be 
pursued, it would take time to produce results due to the political 
economy of African countries. Therefore, a realistic approach would be 
that while broader governance reform is executed, efforts should be 
made to create effective organizations which are expected to produce 
positive results through organizational reforms in the short run.23 Japan 
should identify government agencies and public utilities of past, 
ongoing, and/or future Japan ODA projects, and should consider 
support for internal management and organizational reforms, and cost 
recovery mechanisms.

5. Conclusions

This chapter has reviewed the current status of infrastructure, and recent 
Japan ODA projects, and discussed three issues that Japan’s 
infrastructure assistance should consider in light of the findings and 
recommendations of AFD-WB 2009. We have suggested rethinking 
resource allocation between sectors, financial assistance for 
infrastructure maintenance, and the organizational reform of executing 
agencies.

One of the strengths of Japan’s ODA is that it can contribute both to 
address efficiency gaps and to close funding gaps through the three 
modalities: loans, grants and TC. These three modalities can be 
effectively used for various types of countries and sectors, depending on 
the stages of infrastructure development and the country’s needs. One 
important note is that loan assistance is indispensable to increase Japan’s 
financial support to Africa’s infrastructure. In view of the fact that the 
high indebtedness of some African countries hampered Japan’s 
infrastructure assistance, it is essential to pay careful attention to debt 
sustainability issues to sustain Japan’s infrastructure assistance. In close 
coordination with other development partners, it would be more 
effective to reconsider Japan’s infrastructure assistance strategy in Africa 
with new data and findings, and to take one step further by setting up an 
infrastructure assistance strategy for individual countries.

23. Some pockets of effective organizations in weak governance states were created through 
long-term management practices and strong organizational culture. This sort of effective 
organization cannot be created over a short period of time (Fujita 2011).
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Annex Tables and Figures

Table A1. Classification of countries
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Figure A1. Log of roads, paved (% of total roads)

 Source: World Bank 2012a

Figure A2. Log of Electricity power consumption (kWh per capita)

 Source: World Bank 2012a
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Figure A3.  Log of electric power transmission and distribution losses (% of 
output)

 Source: World Bank 2012a

Figure A4.  Log of Improved access to water sources (% of population with 
access)

 Source: World Bank 2012a
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Figure A5. Log of Agriculture irrigated land (% of total arable land)

 Source: ICID2010

Figure A6. Log of Mobile subscription per 100 people

 Source: World Bank 2012a
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