
Good Book to Read during Holidays

Justin Yifu Lin, was chief economist of the World Bank and architect of China’s economic 
reform. In his book THE QUEST FOR PROSPERITY: How Developing Economies Can 
Take Off (2012), Lin focuses on what developing nations can do to help themselves, without 
the need of international assistance or influence, drawing on a lifetime’s worth of research in 
international economics, from China to the World Bank. Illustrated with lessons from history, 
economic analysis, and practice, Lin examines how the countries that have succeeded in 
developing their own economies have actually done it. He shows that economic development 
is a process of continuous technological innovation, industrial upgrading, and structural 
change driven by how countries harness their land, labour, capital, and infrastructure. 

A week after he took the Bank position in 2008, Lin visited South Africa, Rwanda, and 
Ethiopia. He wrote the following about his trips:

Extract from the Prologue

“I started my field trip in South Africa by attending the Annual Bank Conference on 
Development Economics, a gathering of academic and policy researchers working on 
development issues. President Thabo Mbeki opened the meeting, with some 800 researchers 
from all over the world in attendance. I gave a speech based on my Marshall Lecture at Cape 
Town University. I argued that the best way to reduce poverty and to have dynamic, inclusive 
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growth is to take a country’s comparative advantage as the guiding principle in its economic 
development. That allows the economy to be most competitive and to create the most jobs for 
the poor. Trevor Manuel, minister of finance of South Africa, chaired the session, commented 
on my speech, and became a supportive friend.

I then went to Rwanda to explore the constraints and opportunities for harnessing the 
country’s potential for growth, especially in the rural sector. In the eastern province I visited 
farmers’ cooperatives for agribusiness, mushroom production, and technology extension. I 
also met with government officials, including President Paul Kagame, a tall, serious former 
military man with a calm demeanor and hearty voice. We discussed agricultural 
modernization, especially irrigation in Rwanda. I suggested that although it was important to 
mobilize international funding and donor support for building microdams, it was also 
important to mobilize farmers in the off peak seasons to build small ponds near each 
household farm through their own efforts in order to harvest rain. They could then buy small 
diesel or electronic pumps to extract underground water and to turn rainfed agriculture into 
irrigated agriculture. The country could produce pumps, starting with assembly and foreign 
direct investment, to serve the rural market. The president was quite interested in this basic 
suggestion. He was perhaps thinking about the African proverb “One does not use a sword to 
kill a snail,” similar in spirit to China’s proverb “One need not use an ox butcher’s knife to 
kill a chicken.”

In Ethiopia I spent the first few days in the Nazareth and Rift Valley areas, holding seminars 
and discussions with agricultural extension workers and women farmers and visiting export-
oriented agricultural and cooperative union members. In Addis Ababa I met with business 
leaders, academics, and policymakers. I also met with Prime Minister Meles Zenawi, another 
former military leader with a sharp mind and unmatched intellectual curiosity.

Prior to our three-hour brainstorming session, I had collected a series of simple items 
ordinarily sold in local stores, all produced overseas. These included a box of matches made 
in Nepal and a plastic electric switch and other basic products made in China.

After discussing the traditional issues of macroeconomic stabilization, such as inflation and 
the balance-of-payments deficit, on which we quickly agreed, I showed Zenawi the items I 
had purchased in local markets and asked him why Ethiopia—a country with some 85 million 
inhabitants and an old and sophisticated business tradition, a proud nation that had withstood 
all kinds of foreign invasions throughout its long history and had never been colonized by any 
foreign power—could still afford in the twenty first century to import such basic light 
manufacturing products, including matches from Nepal, another poor but smaller and 
landlocked country. As for the products “made in China,” which required few skills and little 
technology to make but were still imported by Ethiopia, I indicated that I was proud as a 
Chinese citizen to see our industries dominate world markets, even for very basic goods. But 
as the World Bank chief economist and as a citizen of the world concerned with the fight 
against poverty in Ethiopia, I was puzzled by the many costly missed opportunities that each 
of these imported products represented.

Besides costing the economy large sums of foreign exchange that could be used to purchase 
crucial capital goods, new technology, or cutting-edge medicines, the country’s development 
strategy was contributing to high underemployment and fueling poverty. I proposed that the 
government, in addition to continuing its export-promotion efforts, encourage industries that 
substitute their own goods for imports of simple manufactured goods.

The potential benefits were obvious: the savings from import substitution would have the 
same effect as earning foreign exchange from export promotion. Further, the substitution 



industries would create jobs for the poor and train entrepreneurs for further industrial 
development. The key was to design and roll out the strategy in a way that would avoid 
government involvement and the waste of public money in industries inconsistent with 
Ethiopia’s comparative advantage—industries that would be uncompetitive, unviable, and 
costly. And that was indeed possible.

Traveling in these three African countries, I could see everywhere images from my childhood. 
I was touched by the farmers longing to improve their lives and build better futures for their 
children. Their eyes reminded me of the eyes of farmers I had seen when I was a young child 
in Taiwan, China, in the 1960s and 1970s, and when I first went to the mainland in 1979. It 
was a strange feeling to go back in time in my own country in my mind while visiting these 
distant places.”

Recommendation by Tsegaye Tegenu

I do not accept everything Lin argues, but I find his insights about Ethiopia on “import 
substitution industries” and structural transformation relevant and thought-provoking.
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