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The critical raw materials essential for driving the global green transition are now at the forefront of
geopolitical concerns. Governments in the US, China and the EU are emphasising domestic production of
green technologies through industrial policies, leading to increased subsidies and trade fragmentation
due to geopolitical rivalry. This race among superpowers is motivated by considerations of resilience and
security. Meanwhile, many countries in the Global South that possess critical raw materials are engaging
in resource nationalism, imposing export restrictions to promote value chain localisation. This strategy

aims to assert sovereignty over resources amidst the ongoing wave of green development.

This paper looks at different narratives around resource nationalism. External viewpoints, ‘from the
outside looking in’, often emphasise market efficiency and reasons for why resource nationalism might
be inefficient. Conversely, internal perspectives, ‘from the inside looking out’, shed light on why it may be
seen as a necessity to alter the historical model of providing raw materials with minimal value addition

domestically.

In practice, however, countries often have to make a choice among different — economic, social, political
- priorities, which makes it difficult to classify them into one or another category of narratives. Zooming in

on the cases of Indonesia and Chile, the paper draws lessons for African countries as well as Europe.
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1. Introduction

The raw materials requirements for the global green transition are enormous. At the same time,
the supply chains of these critical raw materials (CRMs)' are increasingly the subject of
geopolitical competition, amid concerns about access, security and stability of supplies.
China's dominance of these supply chains has sparked fears of potential weaponisation,?
prompting the United States of America (US)and the European Union (EU), among others, to
prioritise domestic production of green technologies (e.g. solar panels, wind turbines, batteries,
electric vehicles, among others) with the help of subsidies, tariffs and other protectionist
measures, while also focusing on securing CRMs from third countries.

Most African governments subscribe to the need for industrialisation to create more and better
jobs, diversify the economy, increase productivity and create more value-added. Several
African countries are home to substantial reserves of CRMs. Although minerals have generally
played a minimal role in promoting structural transformation in the past, CRMs are seen to
offer opportunities to kickstart ‘green industrialisation’ in Africa, including through regional
value chains, as envisaged under the African Continental Free Trade Area (AfCFTA). African
governments are keen to enter green value chains like lithium-ion batteries by exerting greater
control on their CRMs (Karkare and Medinilla 2023a). As countries deploy different strategies
for green industrialisation, these are subject to a range of political economy factors (Medinilla
and Byiers 2023). A key challenge then is to define the policies to support these ambitions in a
politically informed way.

Thereis a surge in ‘resource nationalism’ in CRM-producing countries as they seek to maximise
the benefits from their mineral wealth. It comes in the form of localisation measures, which
CRM-rich governments tend to rely on in the absence of fiscal capacity to engage in a subsidy
race, as observed in the US, China and the EU among a handful others. This is evident in the
substantial increase in export restrictions on CRMs over the past decade (Kowalski and
Legendre 2023). As much as 30% of global CRM exports by value were subject to restrictions in
2022 (Javorcik et al. 2023). In Africa, as of 2020, 42% of countries have bans on raw exports of
minerals, often driven by aspirations for domestic economic development through resource-
based industrialisation (Cust and Zeufack 2023). This approach is not new. In fact, there is a
long history of resource nationalism in Africa, at least since the 1960s (Caramento et al. 2023).
Recent interventions have several continuities with previous waves of resource nationalism,
though these strategies are deployed amid different geopolitical challenges and national
political contexts (Jacob and Pedersen 2018).

I CRMs are those minerals deemed critical to national security and economic development but are prone
to supply chain disruptions (Mavhunga 2023). There is however a lack of consensus on which minerals
are CRMs, with the US, the EU and China having their own lists (Venditti 2023).

2 Import dependence of Organisation for Economic Co-operation and Development (OECD) countries on
non-OECD suppliers is especially high for CRMs, concentrated in China accounting for 24% of the total
followed by Russia (10%), Brazil (6%), South Africa (6%) and India (4%) (Kowalski and Legendre 2023).



Resource nationalism involves governments exercising control over natural resource industries
through selective policies to achieve certain political and/or economic benefits (Caramento
et al. 2023). Typically, it is aimed at (i) maximising public revenue from resource extraction, (i)
regulating and acquiring ownership of extractive industries, and (jii) promoting developmental
spillovers from extractive industries including domestic processing to create backward and
forward linkages. It can take different forms - for instance export taxes or bans, local content
requirements for input-sourcing (linkages), acquiring ownership through nationalisation,
contract renegotiations for greater revenues or retention of value-added in the country. Atits
core is the view that in order to benefit from the current wave of green technology development
countries need to assert sovereignty over the country’s natural resources.

Yet it also opens up ideological debates. Some see it as ill-informed and unlikely to achieve
the desired outcomes, statist, risking longer-term economic efficiency and well being,® and
favouring narrow interests (Hausmann et al. 2008; Evenett and Fritz 2023; Andreoni and Roberts
2022). In contrast, others view it as a means to achieve fairer terms of trade and investment,
and a tool in a broader well-defined package of industrial policy (Sguazzin 2023; Nem Singh
2022; Braunschweig 2023). The vastly different views suggest that there is a need for a more
nuanced understanding of the opportunities and risks to countries of adopting such a resource
nationalism approach.

While explicitly resource nationalist policies have recently yielded positive results in countries
like Chile and Indonesiq, they have historically fallen short of expectations in many places in
Africa. It is therefore necessary to analyse whether and how resource nationalism, given the
above context, can contribute to the quest of sustainable development in Africa through CRMs.
This paper applies a political economy lens to understand how formal policies, informal
practices, and interests of key actors interact to shape outcomes.

2. Resource nationalism - from the outside looking in

External observers often see resource nationalism in a negative light. It is seen as interfering in
markets, with the likely consequence of raising the price of necessary inputs for (green) goods,
while also creating inefficiencies and governance challenges.

The main export restrictions used in the past decade have been export taxes, followed by
licensing requirements, other tax measures, export prohibitions and fiscal taxes, as shown in
Figure 1 (Kowalski and Legendre 2023). The frequent use of export taxes is likely to circumvent
the World Trade Organization (WTO) rules which prohibit quantitative restrictions but not export
taxes. Countries adopt different measures to similar ends — while China has favoured export-
related non-tariff measures and tax-based export incentives, others such as Vietham have

3 “Business journalists, perhaps pandering to their readership, have tended to portray resource
nationalism as a predatory and economically ruinous phenomenon, whereby greedy politicians seek
to either extort taxes and royalties from, or place onerous demands on, foreign-owned extractive
companies” (Caramento et al. 2023).



leaned towards export licensing requirements (Javorcik et al. 2023). Interestingly, African
countries account for a relatively small share of the increase in CRM related export measures
(Kowalski and Legendre 2023).

Figure 1: Shares export restriction types in the overall increase in measures
adopted 2009-2020
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Not only are export restrictions criticised for leading to higher international prices for CRMs,
which would translate to a more expensive green transition, but in the past, stated policies and
objectives have fallen well short of intended outcomes, often riddled by legal and
administrative deficiencies and ineffective enforcement (Kowalski and Legendre 2023;
Caramento 2020). Export restrictions by themselves do not raise the economic viability of
domestic value addition, given other challenges such as information and power asymmetries,
availability of inputs, scale, market access and business environment (Ostensson 2019). Using
local content requirements to achieve production capabilities that are too far away from
existing industrial structures has tended to yield limited results (Scheifele et al. 2022).4
Moreover, while political leaders engage in populist messaging and positioning to widen their
support base, political capture for patronage rather than for promoting industrialisation has
also led to ‘linkage patronage’ in the past (Jacob and Peterson 2018; Hansen et al. 2016). This

4 There is generally no agreed definition of local content requirements. But broadly they contain specific
requirements that can incentivise local manufacturing through greater participation of businesses
and workers (Braunschweig 2024).



stems from the fact that political leaders themselves do not enjoy much legitimacy and often
struggle to keep political and commercial interests separate, which is essential in good
(industrial) policy making through a resource nationalist approach (Opalo 2023a).

International mining companies generally possess superior technology and financial capacity
to domestic firms, giving them a comparative advantage to extract resources more efficiently.
Governments are advised by international partners to focus on creating a conducive business
environment rather than directly intervening in resource management. This is especially
relevant in mitigating the ‘resource curse’ where natural resource extraction is associated with
negative outcomes such as slow economic growth, authoritarianism, high levels of inequality,
unproductive rent-seeking and corruption, armed conflict and environmental damage among
others (NRGI 2015). In the more recent past, the discovery of resources, especially in Africa, is
associated with fiscal mismanagement leading to debt distress before production even
begins, also dubbed as the ‘presource curse’ (Mihalyi and Cust 2017).

Given these negative outcomes, some observers conclude that resource extraction is better
left to the private and more professional actors. In this reading, efficient contracts between
governments and private actors can ensure fair royalties, benefiting both parties.

The above narrative can be applied to Zimbabwe, which imposed a ban on raw lithium exports
in December 2022 (Africanews 2022). The new rules in place include a 5% royalty on exported
lithium, with half payable in cash and the other half in processed final products to bolster the
country’s cash reserves (Gbadamosi 2023). The new law allows for the export of this processed
lithium to make battery-grade lithium outside Zimbabwe, though the government recently is
exploring opportunities to produce lithium hydroxide domestically (Chingono 2024).

However, landlocked Zimbabwe faces logistical challenges and inadequate infrastructure and
transport (Dempsey and Cotterill 2023). Greater value addition through the production of
lithium hydroxide would require power, chemicals and a steady feedstock of raw lithium for
processing as well as efficient transport systems to reach global markets. Additionally, there
are practical challenges to enforcing the ban. On the one hand, smuggling has been persistent
(NewHawks 2023; Matiashe 2024a), while on the other, stockpiles of lithium have locked cash
flows and affected operations among businesses, with calls for a temporary moratorium on
the ban (Matiashe 2023).

Moreover, there are concerns of corruption, and social and environmental harms in the
absence of proper oversight (Mambondiyani 2024). In a country with rampant poverty, deep
inequality and low access to electricity, social discontent stemming from these mining projects
is likely to rise. Resolving these challenges will not only require more investments but also good
institutions and governance.



3. Resource nationalism - from the inside looking out

From the inside looking out, however, policy-makers tend to have a very different
understanding of the objectives and possible results of a resource nationalist agenda. Ideas
and ideologies around how to add value to resource wealth tend to differ significantly from
conventional economic models. Proponents of resource nationalism believe that significant
benefits can be achieved in the medium to long term by putting in place export restrictions to
divert minerals away from raw exports to the domestic market for processing and attracting
investments to add value to these minerals domestically.

The history of resource extraction for raw material exports and broader geopolitical trends
have created a sense that without active government intervention, countries will not be able
to catalyse industrial growth. Thus, CRM-rich country governments see an opportunity, not only
to reposition themselves in global value chains, with a strong role for the state, but also to
correct perceived past policy failings which have led to a consolidation of value addition
elsewhere, and a concentration of negative externalities from mining within their jurisdictions.

Figure 2 below shows how perceptions between foreign entities and (resource) nationalists
differ. Whereas foreign investors tend to view market liberalisation as resulting in strong foreign
as well as domestic benefits and protectionism weakening these benefits, the nationalists see
the situation very differently. For them, liberalisation favours foreign investors and
protectionism favours domestic actors, while they seek a middle ground of ‘transition’
prioritising downstream benefits and industrialisation by creating space for learning by doing
(Patunru 2023). Research confirms such learning curves in renewable technologies (Malhotra
and Schmidt 2020).

Figure 2: Logic of resource nationalism
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Source: Adapted from Kim 2023

Looking at the broader geopolitical environment, resource nationalism by CRM producing
countries is in line with a global trend towards greater trade restrictions across all sectors. Since
2023, around 3,000 trade-restricting measures have been introduced by governments around
the world, covering all trade, which is three-times more than 2019 (Gopincth 2024a). While this



includes an uptick in policy interventions around CRMs, it is not more pronounced than in other
materials and goods (Evenett and Fritz 2023).

Retaliatory trade measures are also on the rise. A (green) subsidy in one country is likely to be
countered by a similar subsidy in another with a 70% probability (Gopinath 2024b). This is not
only vis-a-vis China® but also between allies.® A common rationale is the prioritisation of
security and resilience over economic efficiency and other market logic. While this move away
from the orthodoxy of free-trade models seems to be happening irrespective of politics, the
way it is manifested nevertheless differs. While those on the left of the political spectrum
support initiatives such as the US Inflation Reduction Act (IRA), the EU’s Critical Raw Material Act
(CRMA) and Net-Zero Industry Act (NZIA) as autonomous measures outside the framework of
global institutions to redraw trade and industrial partnerships (e.g. ‘friendshoring’ and
‘reshoring’), those on the political right may even call for the dismantling of these global
institutions such as the WTO as shown by the rise of conservative nationalism (The Economist
2024a).’

As the ‘great power’ rivalry heats up, the Global South, which includes African countries, do not
wish to remain passive bystanders with their resources fuelling foreign industries as they did in
the past? This sentiment stems from the sense that cold war tensions in the 20th century, which
coincided with decolonisation in many countries, did not give them an opportunity to forge
their own development path. Today, barring a handful of connector economies — mainly
Mexico, Vietnam, Indonesia, Poland and Morocco - who have successfully positioned
themselves to take advantage of the current geopolitical competition, most developing
countries have in fact suffered losses in terms of trade and investment (Curran et al. 2023; Tran
2024).° As increasing economic fragmentation, caused by rising trade barriers and
protectionism, exacerbates global inequality, insecurity and polarisation and increases

® The US has placed tariffs on at least USD 360 billion worth of Chinese products, while the latter has
retaliated with tariffs on over USD 100 billion worth of US goods (China Briefing Team 2021). The EU
recent anti-subsidy probe could also result in countervailing tariffs being levied on Chinese exports of
electric vehicles to the bloc (Bermingham 2024).

8 The US introduced tariffs on EU exports of aluminium and steel, which were replaced by a quota system.
While the EU initially responded with rebalancing tariffs, these have been suspended (EC 2023).
Nevertheless, there are significant disagreements on how to resolve the dispute, with increased
uncertainties (Allenbach-Ammann 2023; Beattie 2023a; Scott et al. 2024).

7 Despite similarities in the US and EU approaches at first glance, there are also differences. While both
have abandoned the laissez-faire approach, the US strategy prioritises some elements of
friendshoring with reshoring as seen by the IRA, whereas the EU combines aspects of reshoring with
cooperative diversification as shown by the Critical Raw Materials Act (which has soft targets for
mining, processing and recycling in the EU) and the CRM partnerships (Bersalli 2023).

8 The term Global South, despite criticisms by mostly Western analysts, captures a common, if not the
same, sentiment - of colonial experience, disadvantage in, and inequality of, the global system, and
resentment with the hypocrisy and double standards of the West, among others (Oldnder 2024q; AC
2024).

® Global trade (in value) is expected to have shrunk by 5% in 2023 as trade-restrictions rose significantly
(UNCTAD 2023).



uncertainty, Global South countries seek pragmatic international partnerships, safeguarding
their own (socioeconomic) development or other (political) interests in a multipolar order
(UNDP 2024; The Economist 2024b).

However, as they seek a more active role to reposition themselves, the tools available to
countries in the Global South are fundamentally different to those in the Global North. Policy
interventions in the US, EU and China are centred on subsidies to achieve their industrial
development goals, yet most other countries cannot compete with such incentives. Instead,
many rely on localisation measures which may be seen as resource nationalism (Evenett and
Martin 2024).

In Africa specifically, many leaders recognise the need to break away from the colonial-era
‘pit-to-port’ model, which leaves African nations with minimal returns from their own resources
(AU 2021). Resource nationalism is a strategy to rectify this imbalance by securing fairer prices
and fostering local value addition. In Africa, except for a brief period in the 1960s-70s when
control of mining operations shifted to African states, the sector has been predominantly
controlled by large multinational corporations (see Figure 2). This transition from African states
to foreign mining giants can be attributed to several factors, including (i) criticism of African
states for mismanagement while downplaying the external headwinds that affected the
sector, (ii) structural adjustment programs promoting liberalisation and privatisation, and (jii)
the stigmatisation of labour-intensive mining practices (ROAPE 2023).

Figure 3: Corporate control over total African mine production, 2018
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Transnational corporations often employ tactics like transfer mispricing, depriving

governments of significant benefits from their resources. This leads to resentment, particularly
during periods of high commodity prices. Moreover, greater value is generated further



downstream in the value chain where African countries are not involved. In sum, the current
system is skewed against value addition and wealth creation in Africa (Opalo 2023b). Similar
debates also took place in Latin America and Asia amid the commodity super cycle driven by
Chinese demand for resources in the 2000s.

Resource nationalism, seen from the inside looking out, therefore, reflects a response to
geopolitical shifts and historical legacies, adimed at asserting greater control over national,
natural resources to capture more of the value that these provide for the green transition.
Taxes and other export restrictions are introduced to achieve various objectives such as
generating state revenues, addressing short term supply-demand mismatch, or promoting
value addition (Braunschweig 2023). These measures are intended to provide countries with
tools to exert some influence on the price they earn for the resources they own (Patunru 2023).
Rather than exploiting exporters’ market power or maximising export revenues, these
restrictions seek to counterbalance the market power of CRM buyers, who are typically a small
number of large and financialised players with an outsized influence on prices obtained by
producers (Kowalski and Legendre 2023; Blas and Farchy 2021).

With this in mind, the preceding Zimbabwean case can be shown in a different light. The
country, along with the DRC and Mali, is looking to become a major lithium producer, with the
potential to satisfy a fifth of the global lithium demand (Beaubois-Jude 2022; VOA 2018). The
government’s policy interventions are also partly motivated by Zimbabwe’s own experience in
promoting manufacturing in the past (Muchineripi Gwande 2022).

Thanks to the ban, Chinese mining firms have invested over USD 1 billion in Zimbabwe's lithium
projects, including projects by Zhejiaong Huayou Cobalt, Chengxin Lithium Group, Sinomine
Resource Group and Suzhou TA&A with processing facilities (Shen and Zhou 2023). As a result
of these interventions, lithium exports rose significantly. While lithium ore exports increased
from USD 1.8 million in 2018 to USD 70 million in 2022, since the ban and following (Chinese)
investments they rose to USD 209 million in the first nine months of 2023 (ESI Africa 2023).

The country’s infrastructure deficit is partly addressed by a multibillion dollar energy and
mining deal with China (Ndlovu and Marawanyika 2023). Interestingly, most investments are
privately financed rather than state-backed, and without insurance against political risks
(shen and zhou 2023). This in turn indicates that these strategies are in fact “backed by the
logic of capital markets rather than being a Chinese state strategy”.

4. Resource nationalism in practice - balancing priorities

The above sections lay out the different narratives on resource nationalism whether from a
market efficiency perspective (from the outside looking in) or from an activist state perspective
(from the inside looking out). In practice, however, countries often have to navigate competing
priorities with differing outcomes in the short and long-term, thus also creating political



challenges. This section highlights the different objectives for sustainable development that
countries then have to seek to balance.

According to an economic historian “economic nationalism must navigate contradictory
impulses - the temptation to restrict economic exchange with other countries in order to
advance national independence and the desire to expand and leverage international links in
the service of national economic growth” (Rodrik 2023).

Beyond balancing national ambitions and a reliance on international markets, countries
engaged in resource nationalism cannot ignore market dynamics and economic efficiency. A
typical demand by CRMs producing/exporting governments is to move along the value chain
to processing and refining of minerals. At first glance, these seem like obvious low-hanging
fruits. However, these operations are in fact highly capital-, technology- and energy-intensive.
In a context where energy provision has been a structural challenge, it is unclear whether
limited national resources would be most effectively spent in performing these operations.
Value addition and profit margins in this segment of the value chain are limited (often in single
digits percentages) compared to other stages of the value chain (Research Network
Sustainable Global Supply Chains 2023).

Copper value chain development in the Democratic Republic of the Congo (DRC) illustrates
another point. Although value addition through copper-based manufacturing in the DRC could
result in USD 500 million worth of new copper-based products, USD 112 million in additional
exports and 1,300-2,000 new jobs, according to some models, this greater value addition would
only raise state revenues by USD 9 million given the small profit margins in this sector (WB
2023). This creates a tradeoff between promoting value addition, which often entails lowering
taxes on copper ore sold domestically to processors, and maximising state revenues through
taxes and royalties on exports of copper ore. In a context where mining accounts for 97.5% of
the country’s national exports, 20% of its Gross Domestic Product (GDP), 24.7% of government
revenues and 23.9% formal employment (Bersalli 2023), collective action to forego state
revenues in the shorter term in the interest of greater processing activity in the longer term can
be politically very difficult.

Weak legal frameworks and insufficient enforcement of existing regulations exacerbate social
and environmental risks involved in mineral processing and refining. While governments may
seek to exert greater control over mining operations for economic benefits, many other

aspects also need to be carefully considered, including:

. ensuring social sustainability - safety of workers, upholding human rights, avoiding child
labour, fair wages, protecting the rights of surrounding communities;

. mitigating the environmental footprint - avoiding deforestation, minimising pollution,

ensuring safe disposal of effluents which may affect livelihoods of neighbouring
communities; and

. governance - consultations with the local community and adequate compensation,
avoiding rent-seeking and corruption.



Balancing these priorities is nhot always clear-cut. International firms, that usually dominate the
mining scene, have largely failed to sufficiently mitigate the negative impacts of their
operations and to adequately compensate for these externalities (Sanderson 2023; Patunru
2023).

FInally, geopolitics, as highlighted above, creates yet another set of considerations for
countries as they seek to avoid entanglement in great power rivalry. Navigating US-China
rivalry can be challenging for many of these countries, especially since Chinese dominance in
CRM markets has made them an unavoidable partner for many African countries.

These competing priorities can also be observed in the case of Zimbabwe. The country has
made progress on economic priorities by attracting greater investments in the sector and
promoting value addition, but as highlighted above, there are social and environmental
concerns, along with governance issues attached to these developments. Especially given that
these investments are commercially-driven — as in the case of the Chinese who are by far the
largest player in the country — there is a risk these impacts are not fully accounted for, and
neither are these projects assessed by Chinese development finance institutions (Shen and
Zhou 2023).

At the same time, Zimbabwe has limited access to foreign investments, severely hampered by
US sanctions since 2001. This had left the country with few options but China. The Zimbabwe
Investment Development Agency reportedly received 160 lithium investment applications from
Chinese investors in the first half of 2023 compared to just five from the US (Gbadamosi 2023;
Mberi 2023). There are limited signs of relations improving in the near future (Matiashe 2024b),
despite the recent lifting of sanctions by the US (Dentons 2024). Thus, even without intending
to choose sides in the great power rivalry, pre-existing conditions predispose Zimbabwe's
mineral sector to Chinese investments.

The Indonesian (see Box 1) and Chilean (see box 2) cases highlight in greater detail how
countries navigate these numerous priorities and objectives.

Box 1: Indonesia's nickel sector

Indonesia is among the top producers of several CRMs (nickel, bauxite, copper, and tin, among others)
with ambitions to process them and enter green supply chains such as battery electric vehicles by
capitalising on its nickel sector. In 2014, the government introduced an export ban on certain minerals
including nickel, though there has been some back and forth in actual measures used (including a
temporary lift in the ban, see below).

Indonesia’s resource nationalist measures are rooted in popular sentiment (Arregui Coka and Rausch
2020). Even before the COVID-19 pandemic, the political discourse was quite explicitly in favour of
retaining sovereignty over national resources, reflected in the desire to not rely on foreign imports, or




allow foreign investors to buy domestic firms. In general, most Indonesians believe that national
companies should be better protected from international players.

To complement the export ban, a slew of policies was introduced to incentivise and enable domestic
processing and attract investments. These include (i) changes to the mining law which enabled the
government to channel nickel ore for domestic processing, (i) divestments rules for foreign firms with
clear targets and timelines, and (iii) consolidation of national assets through state holding firm that
became one of the main players in the country’s resource-based industrialisation (Kim 2023). The
government also attracted investments into battery electric vehicles through several policy measures
including local content requirements (Kim 2023).

These measures were part of Indonesia’s longer term economic and industrial strategy. Not only did
the government capitalise on the growing global demand for electric vehicles, but it anticipated the
growing demand for nickel for battery production going forward (shifting from the stainless-steel
sector which currently dominates nickel demand) (Kim 2023). With Indonesia accounting for half of
the global production of nickel, the government was in a strong position to negotiate greater value
addition with investors to get a growing slice in a growing pie.

Despite short-term financial loss due to the export ban, Indonesia secured other long-term benefits
from its 2014 ban, unlike a previous ban in 2009 which suffered from lack of enforcement (Research
Network Sustainable Global Supply Chains 2023). Once production recovered by 2017 from the initial
shock of the ban in 2014, most nickel was redirected for domestic processing rather than being
exported, resulting in increased exports of both stainless steel and other nickel products (see Figure 3
and 4).

Figure 4: Nickel ore production & Figure 5: Exports of nickel-related
consumption products
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This was enabled by a surge in foreign direct investments, mainly from China. The number of nickel
smelters increased from two before the ban to 43 in 2023, with 28 under construction and further 24
planned (Research Network Sustainable Global Supply Chains 2023). There is also a movement up the
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value chain from class 2 ferro-nickel products to intermediate nickel sulphide and hydroxide, and to
class 1 products containing nickel sulphate, used in battery production, through advanced chemical
processing. Similarly, there is South Korean Foreign Direct Investment (FDI) into the electric vehicle
space with significant local content requirements (Kim 2023).

However, the country has also had to balance between different policy objectives. The 2014 ban was
partially lifted in 2017-2020 to provide financial support to the state-owned nickel company which
suffered heavy financial losses due to the export ban. The ban since then was strictly enforced,
complemented by Chinese investments to produce nickel products for the Chinese market where firms
faced a shortage of nickel (Sanderson 2023).

There are important social and environmental sustainability challenges. For instance, job safety
remains a concern (Olander 2024b). A recent report also highlights cases of land grabbing, unfair
negotiations and lack of compensation, along with a loss of traditional livelihoods and violation of
cultural rights due to the heavy environmental footprint of nickel refining, especially water and air
pollution (CRI 2024). Moreover, the use of coal-fired power for refining entails a negative climate
impact along with deforestation in mining-concessions areas. Storage of industrial waste is especially
precarious because Indonesia is prone to tropical rain, tsunamis and earthquakes which could further
exacerbate these risks (Lott 2024q).

Geopolitically, the benefits of Indonesia’s resource nationalism remain to be maximised despite having
good relations with both the US and China (Chivvis et al. 2023). While the government seeks a limited
free trade agreement with the US to take advantage of the IRA, there is opposition to this in the US due
to concerns over Chinese investments in the country’s nickel sector (Hidayat 2023). Political leaders in
Indonesia have expressed frustrations over slow Western response to balance/counter Chinese
influence (Curran et al. 2023).

Box 2: Chile's lithium sector

Chile is the largest producer of lithium, behind Australia. Lithium was declared a strategic mineral back
in 1979 due to security concerns related to its use in hydrogen bombs (Research Network Sustainable
Global Supply Chains 2023). Nevertheless, extraction licences are granted to private firms on publicly
owned land (Ibid.). These include only two major producers - Chilean Chemical and Mining Society
(sQM) and Us-based Albemarle (Ibid.). Realising the strategic significance of its lithium reserves, the
National Commission on Lithium recommmended a dedicated National Lithium Strategy in 2014.

This strategy was unveiled in 2023, when under President Gabriel Boric, Chile unveiled its plans to add
value to its lithium resources through significant state participation to boost economic gains and limit
environmental risks of increased extraction (Bersalli 2023). Exploration and exploitation contracts are
awarded to state-owned enterprises namely the National Mining Company and the State Copper
Company (Ibid.). The Chilean Lithium Institute aims to foster innovation and knowledge-sharing (Ibid.).

Current contracts with lithium mining firms include the provision to acquire a maximum of 25% of
annual production at preferential prices to develop value-adding projects in the country. There are
already initial results with two Chinese companies having been granted the right to obtain lithium

12




carbonate from SQM as they invest in downstream activities including a cathode factory as well as
battery chemical plant for electric vehicles (Research Network Sustainable Global Supply Chains
2023).

Nevertheless, tensions around social and environmental sustainability remain. Lithium reserves are
mainly found in the salt flats of the Atacama Desert which consists of ancestral lands of indigenous
communities (Lott 2024b). Increased stress on water resources in an already dry region creates further
tensions. Private firms, mainly carrying out the lithium extraction, have clashed with government and
local communities (Bersalli 2023).

5. What makes resource nationalist policies work?

The above discussion puts resource nationalist policies for CRMs in a different light, highlighting
that under some conditions these can in fact support accelerated industrialisation, even if the
risks are significant. Below are seven lessons that can be drawn for other developing countries,
including in Africa, as they explore their options to better leverage resource wealth:

5.1. Market power and access

Indonesia’s experience in the nickel sector highlights the importance of market power in terms
of resource endowments. Control over half of the global nickel supply grants Indonesia
significant market power, enabling it to influence (international) firms’ behaviour through
changes in government policies.

Market access is another critical factor. In this regard, Indonesia’s case highlights risks. Limited
access to markets like the US, as explained in box 1, could constrain further growth as there is
increasing uncertainty for (other) investors to ramp up nickel processing in Indonesia.

Implications for African countries

Indonesia’s remarkable success in the nickel value chain has attracted widespread attention, yet there
is a question in terms of the extent to which this can be generalised and applied to other value chains.
In the absence of similar market power as in Indonesia’s nickel sector, the effectiveness of resource
nationalist policies to facilitate local value addition is likely to be limited. The Indonesian government’s
own attempt to replicate its nickel model to other commodities such as bauxite faced challenges as
Chinese buyers switched to Guinea and Australia so that Indonesia’s share of China’s bauxite supply
collapsed from 60% to 15% (The Economist 2023). While African resources are significant relative to the
size of their domestic economies, on a global scale these resources often do not compare to
Indonesia’s position in the nickel sector, except in a few cases such as DRC’s cobalt or South Africa’s
several other CRM deposits (Karkare and Medinilla 2023b).
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Market access is a relevant consideration for many African countries too. Apart from Morocco, no
African country has a Free Trade Agreement (FTA) with the US. Ensuring market access - whether
through FTA or state-to-business agreements or third-party deals - will remain an important factor for
success given that the demand for processed materials within Africa is likely to remain limited in the
short to medium term (Karkare and Medinilla 2023a).

5.2. Confrontational or constructive approach?

Chile and Indonesia present contrasting approaches as they both seek to better position
themselves in global value chains.

As Chile sought to balance the ambitions for greater local value addition and the need for
foreign investments and expertise, the country successfully negotiated to reserve a part of its
lithium for domestic use at more favourable prices (see box above) as reflected in the
revised/enhanced association agreement with the EU, despite the latter’s initial opposition to
it (Beattie 2023b). The agreement underscores Chile’s commitment to draw economic benefits
with high standards of environmental and labour protection while also maintaining a
conducive environment for foreign investments (Dammert and Torreblanca 2023; Research
Network Sustainable Global Supply Chains 2023). By adopting a more positive agenda, Chile
struck a compromise with the trade partner (in this case the EU). This more constructive
approach combined elements of resource nationalism from both the market efficiency as well
as activist state narratives (see sections 2 and 3 above).

On the other hand, Indonesia has adopted a more confrontational approach. By completely
banning the exports of raw nickel, the country’s approach can be seen as falling more squarely
in the activist state narrative (section 3 above). The EU filed a lawsuit against the country at
the WTO over allegedly discriminatory policies favouring domestic interests. In Indonesia and
other countries of the Global South, this move is seen as yet another instance of the West
’kicking away the ladder’ (Max and Nafkote 2024). At the same time, while the WTO ruled in
favour of the EU, in practice, this is not likely to amount to much change. The ruling has been
challenged by Indonesia and the case now remains at the appellate body, with the verdict
likely to take a significant period, during which time crucial investments will have gone ahead
in the country.”® As such, there is no going back for the Indonesian nickel sector.

1© The functioning of the appellate body was severely hampered during the Trump administration, with
limited improvements by the Biden administration (Ones and Tooze 2024). Currently it has 27 other
cases that remain to be resolved. As a result, disputes are in a limbo or “appealed into the void”
(Dombrovskis 2024).



Implications for African countries

While CRM-producing countries show increased interest in adding value to their minerals domestically,
their ability to do so will depend on the approach they adopt. A more constructive approach as that of
Chile is relatively less likely to result in significant frictions. This is because countries can better align
their objectives and approaches with their key trade partners, and/or the international trading system.
While Indonesia’s more confrontational approach did not make it ineffective, the conditions in which
its nickel sector developed was also unique (see box 1 above), and so may not be applicable in many
other contexts. Simply put, it is unclear whether such an approach would work in other countries in the
absence of other conditions such as market power (see above) among other things (see below).

Given the centrality of market considerations, country strategies, even if coming from a resource
nationalist approach, need to take into account lead firm decisions (Nem Singh 2023), while also
anticipating reactions for international partners where the demand for CRMs is likely to be
concentrated.

5.3.Policy coherence and consistency

Indonesia’s and Chile’s policies show coherence in the respective government’s strategy to
add value to their minerals through complementary policies (see box 1 and 2). In Indonesig,
not only did the previous government have a clear vision on how it intends to develop the nickel
sector, but there are signs that these policies will continue despite the recent change in
government (The Economist 2024c).”

In contrast, there have been several policy U-turns in Africa through several different mining
regulations, shifting from state monopolies (1960s-70s), to complete deregulation (1980s-90s)
in order to attract international mining firms, to calls for greater control more recently. This is
seen in the case of the DRC, where the government replaced the 2002 mining code in 2018 as
the former was seen as too favourable to private foreign investors. The government classified
cobalt, coltan and germanium as strategic minerals, subject to a 50% super-profit tax and 10%
royalty. This coincided with a period of high mineral prices, and total revenue generated from
the mining industry jumped to USD 2.9 billion compared to an annual average of USD 1.3 billion
in 2010-2017 (Géraud Neema 2024; Radley 2023). However, this intervention does not provide a
clear strategy for the resource sector apart from maximising revenues from natural resources.
While the government has introduced export bans on several occasions over the past decade,
value addition has been challenging given severe power shortages (Manley et al. 2022).

"Indeed, voters’ support for the new President is “not because they have turned against democracy but
because he promises to continue “Jokonomics”: the drive for investment in infrastructure and green
metals such as nickel, for which Chinese support is vital” (The Economist 2024c).
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Nevertheless, given the country’s significant market power, these sporadic measures have
helped increase domestic value addition to some extent.”

In addition, African governments often struggle to achieve intended benefits due to a lack of
sufficient knowledge base around mining and economic governance, and industrial policy
more broadly (Nem Singh 2023). Historical experiences of pillaging by foreign firms and
governments, coupled with failed state-led developmental efforts, have created a bias
favouring “defensive public ownership of property rights to natural resources” in order to curb
unproductive rent-seeking without sufficient attention to generating productive wealth in
Africa’s resources sector (Opalo 2024a). Additionally, large information asymmetries given the
nature of operations of, predominantly international, mining firms has created a yawning gap
in capabilities between governments on the one hand and large transnational mining firms on
the other.

Implications for African countries

A general lack of national policy or strategy on strategic minerals, that explains a country’s priorities
and sets the agenda during negotiations and engagements with international partners, affects African
countries’ ability to leverage their natural resources in practice (Géraud Neema 2024). In the absence
of such policies and strategic dialogue with partners, the objectives and goals of the latter may be
prioritised. Moreover, given the nature of the sector, which is shrouded in secrecy and lack of
transparency, achieving long term developmental objectives may even be deprioritised in favour of
short-term interests. For instance, negotiations around mining contracts often take place between
foreign firms, mostly interested in getting easy licences and maximising profits, and politicians, mainly
interested in the next political cycle and lacking sufficient knowledge of the sector, to the detriment of
domestic private players (Opalo 2024a).

While revenue maximisation (as seen in the case of the DRC) is important, resource-based
development will also require a roadmap on how value can be added to Africa’s minerals
domestically/regionally. This in turn requires acquiring knowledge of the sector and of suitable
approaches through industrial policy.

Closing the capability gap between international firms and African governments will require more than
institutions and good governance as is often advised (Opalo 2024a). Though institutional
development, which supports evolution and strengthening i.e. learning over time, is helpful (Rodrik and
Stiglitz 2024), there is also a need for improving the market efficiency of African mining and related
operations, and reducing information asymmetries (Opalo 2023d).

2 |n 2020, the DRC 68% of the world’s cobalt, of which 94% was processed into cobalt hydroxide (Manley
et al. 2022). Firms commonly process cobalt concentrate into cobalt hydroxide before exporting to
reduce the weight for transport.
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5.4. Collective action or competing mandates?

As highlighted in section 4, countries often find themselves juggling various objectives, with
formal mandates placing an emphasis on different things. For instance, producing “economic
- benefits - from - resource - extraction”, which is a commonly observed objective of CRM-
producing countries, typically involves at least four different government mandates:

1. The Ministry of Economy and Industry is likely to prioritise beneficiation and value-
addition of minerals as a means of fostering economic development.

2. The Ministry of Mines may be primarily concerned with the revenue generation and other
financial benefits from mining operations.
3. The Ministry of Environment plays a crucial role in overseeing the management and

conservation of natural resources and promoting environmental sustainability.
4, Lastly, the mining regulator, typically a separate entity, focuses on enforcing compliance
with national rules and regulations related to resource extraction.

This shows the government is far from monolithic. In addition, considerations of social
sustainability, governance, and equitable distribution of benefits among various stakeholders,
including the public, private sector, and local communities reflect additional concerns and
interests. These factors further complicate the decision-making process and make collective
action more challenging to achieve.

In the case of Indonesia, the temporary lifting of the nickel export ban in 2017-2020, as
mentioned in box 1, shows that political ambitions (value-addition through resource
nationalism) may still confront competing policy objectives (financial sustainability).
Moreover, as the government continues to favour weak legal frameworks in the interest of
speed in industrial processing (Lott 2024a), environmental damage due to nickel mining and
refining has become apparent. While it is necessary to minimise the trade-off between
economic interests and social and environmental sustainability, an ethical and sustainable
model for CRM extraction and processing/refining remains elusive, with significant challenges
even in developed nations such as the US (The Economist 2024d).

In Africq, given the rhetoric around the AfCFTA, there is an additional consideration of balancing
regionol/continental commitments with national action (Cust and Zeufak 2023). A recent
analysis shows the difficulties in bringing about regional coordination for battery production
using African CRMs, where there is a tension between cooperation and competition (O’lang
and Scurfield 2023). Outcomes depend on dynamics not just within countries but also between
countries (Byiers et al. 2021). Lack of coordination will result in suboptimal outcomes. Whereas
in some countries this is manifested through retaliatory subsidies (see above), in Africa this
could be through national priorities that compete rather than complement each other thus
undermining the benefits of regional integration (Odijie 2018). This in turn points to the
relevance of regional lead firms that can overcome such coordination challenges (Odijie
2023).
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Implications for African countries

Industrial policy can be an effective tool in bringing together disparate sets of socio-economic
objectives that a country pursues (Said 2022). This is also why industrial policy is different to a trade
policy, or monetary or fiscal policy, or even a manufacturing policy. It can ensure coherence among
these different policies while also ensuring collective action through strong leadership.

While a key function of industrial policy is to ensure strategic coordination among a wide range of
stakeholders, which in turn means balancing different interests. This may include revising the level of
ambition (do countries/regions want to localise the entire production process or only part of it?) as
well as approach (inclusive-yet-indecisive consultations or strategic-yet-backdoor negotiations?). In
short industrial policy has elements of embeddedness (working with the private sector), coordination
(among stakeholders), monitoring (progress of policies), conditionality (of support to firms), and
institutional development (engaging in learning) (Rodrik and Stiglitz 2024).

5.5. Politics and informal interests

Formal policies help in laying the legal and regulatory framework to maximise the benefits from
a country’s resources. But decisions are also influenced by informal interests, incentives and
politics. Indonesia’s experience illustrates that politics and resource nationalism have a
reciprocal influence (Patunru 2023).

The emergence of resource nationalism is influenced by underlying configurations of power
(Hickey et al. 2020). These change over time within the same country as in the case of the DRC
(see above), with noticeable differences between countries. While Ghana's competitive
clientelist settlement generated ‘soft’, oscillating set of resource nationalist policies, Uganda’s
dominant settlement resulted in ‘hard’, more robust resource nationalism. In addition,
demands from mining communities, civil society including women’s organisations, domestic
business interests and mineworkers on their governments, in a context of competitive politics,
has increased pressure to respond in order to ensure buy-in from potential voters, whether in
terms of equitable distribution of benefits, sustainability or gender balance by fighting
marginalisation (Caramento et al. 2023).

Geopolitical considerations also influence policy decisions. The (existential) risks of war or

invasion in East Asian countries like South Korea and Taiwan played a major role in galvanising
different actors to act towards a specific goal (Kim 2024; Nem Singh 2023).
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Implications for African countries

While today existential risks such as those observed in South Korea or Taiwan are less likely, few
countries do sense the urgency to restructure their current production systems to drive economic
transformation.

The (varying) configuration of power across countries also means that there is a need for context-
specific strategies to develop CRMs. Rather than justifying the status quo where many African countries
are unable to develop their strategic minerals - whether because of corruption or incompetence -
such contextualisation should aim to set ambitions that are realistic given the starting point and
existing capabilities of countries (see below).

5.6.Winners and losers

Competing objectives or priorities and mandates point to another important lesson - just as
in any policy intervention, there will be winners and losers in resource nationalism.

In Indonesia’s nickel sector, the dominance of Chinese actors led to oligopsonistic behaviour
raising concerns over environmental practices and technology transfer (Research Network
Sustainable Global Supply Chains 2023). Indonesian firms, no longer able to sell their unrefined
nickel to the international market, lowered their environmental and safety practices as Chinese
smelters exerted price pressure.” It is also unclear whether there is true technology transfer to
Indonesian firms (Ones and Tooze 2024).

Another aspect is that of China’s dominance in green energy, and CRM supply chains. This
stems from China’s robust manufacturing capacity — enabling it to absorb these materials
from Africa and exporting green goods in return — as well as the strong presence of Chinese
contracting firms who work across sectors (62% in Africa) (Van Staden 2024). Additionally,
strong ties of these firms with policy banks and insurance providers have ensured financing.

Implications for African countries

CRM mining and processing is a contentious issue precisely because these social and environmental
standards are often difficult to attain. Governments, including in Africa, often tend to prioritise
economic interests. Whereas social and environmental dilemmas are increasingly getting attention in
policy circles, it is the surrounding communities that largely bear the brunt of negative externalities

18 Tsingshan, a Chinese group that refines nickel in Indonesia, paid USD 38/tonne for local nickel compared
to USD 65 that Chinese producers paid for nickel from the Philippines (Sanderson 2023).
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directly impacting the firm’s as well as government'’s social licence to operate (Pickles 2023)." Artisanal
mining, an important activity in Africa, also face unsafe conditions and other risks as miners, including
many women, are stigmatised due to ‘informality’, yet efforts to address these issues are hindered by
exclusion,” regulatory misconceptions,’® and lack of recourse to remedy or justice (Finn 2023; Dempsey
2023; IPIS 2024; Stempel 2024).‘7 Moreover, the lack of respect to social and environmental standards
can especially negatively impact women (CER 2021). Balancing these different sustainability
objectives, interests and justice issues calls for strategic coordination among different actors, well
beyond politicians and firms to achieve a delicate balance and ensure equitable benefits (Andreoni
and Chang 2019) as mentioned above.

With regards to the role of China, the combination of above mentioned factors gives Chinese actors
an edge over others in that they can provide integrated solutions (e.g. combining mineral extraction
with processing and/or infrastructure and/or energy) to many developing country partners that are
quickly implemented. This is an attractive offer in an environment where political actors want to show
visible results to a demanding electorate within tight political cycles (Opalo 2023c).

An important lesson for African countries, as they seek to enter hi-tech value chains such as battery, is
that these supply chains are unlikely to remain only local or regional,® requiring African firms to
compete in the international market, while also upholding social and environmental standards with a
view to ensure long term sustainability. As mentioned above, the success of such (industrial) policies
hinges on alignment with lead firm strategies (Nem Singh 2023).

5.7.Create linkages in line with current capabilities and beyond resources for
economic development

The official development strategy for many African mineral-rich countries seems to focus on
mineral value addition as a key driver of industrialisation (Kitaw 2023). Despite the resurgence
of resource nationalism, historical precedents cast doubts about the likelihood of successful
resource-led development. Though the nature of manufacturing-led growth is changing — due

4 Cobalt mining in the DRC is marred by workplace hazards including worker safety and exploitation by
trading companies; public health risks with congenital disabilities, fatal diseases and high radiation
levels; ecological damage due to large-scale deforestation and soil and water contamination along
with air pollution; and climate impact given fossil-fuel powered activity in the sector.

15 While about 10% of the global cobalt production comes from artisanal mining, mainly in the DRC, “[t]he
USD 7.7tn club of miners, car manufacturers and electronics makers — including Glencore,
Volkswagen, Microsoft and Apple — who belong to the Responsible Minerals Initiative continue to
rigidly exclude artisanally mined cobalt from what they consider “responsible” sources” (Dempsey
2023).

6 The popular perception of minerals causing conflict has been rebuked through rigorous research (IPIS
2024).

7 Recently a federal appeals court refused to hold five major tech firms liable to their alleged support to
child labour since the companies did not have more than a buyer-seller relationship with their
suppliers or the means to stop child labour (Stempel 2024).

18 The battery value chain consists of 15 to 20 unrelated industries to work in a coordinated way to supply
the world with much needed batteries to power the green transition (Lott 20240).
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to rising servicification, increasing capital-intensity among other things — the evidence of its
role in economic development remains solid (Hauge and Chang 2019; Smith 2024; Rodrik and
Stiglitz 2024). However, it is less evident this role can be fulfiled by the mining sector.
Historically, countries have developed by raising the economic complexity of their production,
by expanding into related sectors in the product space to develop broader capabilities and
know-how than its natural resource sector which drove economic growth and development
(Hausmann 2019).

The Australian case offers insights. A country rich in mineral resources, Australia did not grow
rich by simply selling these minerals, but by developing manufacturing capabilities that would
help add value to these minerals by producing chemicals, materials and machinery (i.e.
backward linkages) to produce nickel alloy and other metallic oxides (i.e. forward linkages)
(Hausmann et al. 2021). Nevertheless, overall economic complexity in the mining industry
remains limited compared to other sectors, and consequently the complexity of production in
Western Australia, where mining activity dominates, is also relatively low (Hausmann et al. 2013;
Hausmann et al. 2021).

Implications for African countries

The fact that there aren't many African mining giants affects the prospects of the mining sector.
Contrary to popular belief, the mining sector is a small part of the African economy and African
resources are not as big as is often portrayed, even though they may be significant relative to the size
of many African economies (Opalo 2023b; Simons 2012). The dominance of foreign players who hold
unequal negotiating power and “strike obscenely lucrative bargains”, as well as other political
economy factors have not allowed for the emergence of “developmentalist natural resource barons”
in Africa (Opalo 2023b).

The mining industry tends to operate as an enclave economy with specialised inputs, limiting the
opportunities for job-creation (Opalo 2024a). About 45% of the annual gross revenues generated by
the extractive industry flows into the, mainly foreign, supplier industry, with domestic suppliers facing
high entry barriers. Expansion of the resources sector is associated with a deepening of its enclave
nature due to a weakening in manufacturing (in line with the ‘Dutch disease’ phenomenon) and other
adverse economic conditions (Pitman and Toroskainen 2020; Calzada Olvera and Foster-McGregor
2018).

Even in Latin American countries where resource nationalism swept in the late 2000s under the so-
called ‘second pink tide’, progress was limited. Countries embraced resource nationalism in a critique
of the ‘Washington Consensus’ to capture greater windfall profits (Chang 2017). However, despite this
ideological approach to economic policy, progress in structural transformation through capital
reinvestments was limited (Nem Singh 2023).
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6. Conclusion

The diversity of approaches to resource nationalism highlights that there is no single path to
achieving economic transformation (Nem Singh 2023). These approaches are shaped by
political economy factors where the governance of mineral rights and rents is central.
Effective management in countries dependent on commodities often involves a combination
of three strategies: economic diversification by investing windfalls in other sectors, de-
enclaving the commodity sector through backward linkages, and adding value to
commodities before export along with other downstream activities like logistics and business
services (Opalo 2023d).

An important implication for international partners, including the EU, is that, politically, resource
nationalism cannot be simplistically reduced to a dichotomy of democratic and authoritarian
way of governance. In most developing countries, where there is no discernible left and right
divide in politics, economic or resource nationalism serves as a means to differentiate from
rival groups and signal their political credentials. As industrial policy is making a comeback -
especially in countries in the Global North — as a means to ensure economic resilience,
strategic autonomy and security, this discourse is not completely unrelated to that used by
resource nationalists to ensure greater benefits from the international system that depends on
minerals these countries produce (Juhdsz et al. 2023; De Ville 2023). Moreover, supporting
resource nationalism in CRM producing countries could align with the geopolitical priority of
partners to diversify supply chains away from China (McGeady and Baskaran 2023). As value
is added in CRM producing countries, it can reduce the risk of restrictions and other disruptions
associated with excessive dependence on China. Especially in a context where decisions of
international partners are based on (geopolitical) considerations beyond economic efficiency
and market logic, ‘first best solutions’ also do not necessarily apply given narrower elite
interests in African countries (Dercon 2023).

On the other hand, African policymakers must consider strategic considerations and risks
associated with resource nationalism, drawing lessons from their own past experience as well
as that from other regions. Maximising the benefits from CRMs would require designing policies
that take sufficient account of implementation realities in Africa, rather than an emulation of
interventions elsewhere (Opalo 2024b). This requires closer cooperation between the
government and business to ensure embeddedness (in local context), coordination (between
different objectives and mandates), learning (by doing with market discipline), institution
building (through experience) (Rodrik 2024). Development in Africa depends on long term
processes of state-building, economic take-off and accountable and responsible government
which are a best-fit to the local contexts rather than (empty) commitments to best-practices
which are anyway mutated during implementation (Opalo 2023a). This in turn requires an
open embrace of elites and distributive politics, conflicting interests, ideology and electoral
concerns. Finally, geopolitically, while African countries may not enjoy the negotiation capacity
that Indonesia had, they may be best placed to position themselves as the Western-
policymakers first choice in their diversification strategy.
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The emerging geopolitical landscape as well as renewed development ambitions require a
rethink of pathways to economic transformation and a questioning of pre-existing biases.
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