“Whether Hiv/AIDS and civil conflict are tamed or left unrestrained is primarily
in the hands of Africans and, above all, African leaders—and so is the region’s

future economic performance.”

Development in Africa:
The Good, the Bad, the Ugly

CAROL LANCASTER

his is the year of African development. The
eyes of the world will be on the region in 2005
with a Group of Eight meeting in Scotland
that is to focus on African development and a special
United Nations session to assess progress toward
achieving the Millennium Development Goals agreed
to by all un member states in 2000. This year has also
seen the publication of a un Millennium Project
report and one by the Commission for Africa, orga-
nized by British Prime Minister Tony Blair.
Sub-Saharan Africa is at the center of these dis-
cussions because it is the region with the most
intractable development problems and constitutes
the core of the worldwide development challenge for
the foreseeable future. China and India—the world’s
two largest countries—have achieved rapid rates of
growth over the past decade and have reduced
poverty significantly. Most Latin American countries
have been making steady progress over the past 10
years. Yet the average per capita income in Africa is
no better than it was three decades ago. Nor does it
seem likely that the countries of sub-Saharan Africa
will reach the Millennium Development Goals dur-
ing the coming decade. This is the bad news about
the state of Africa’s economies. There is also good
news, and news that can only be termed ugly.

THE GOOD NEWS

Some bright spots emerge within the region’s
overall disappointing growth performance. First
there is Botswana, which enjoyed an average annual
rate of growth of 11 percent during the 1980s and
more than 5 percent in the 1990s. Mauritius is also
a bright spot with an average annual growth rate
over the two decades of 5.5 percent. These perfor-
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mances would be admirable in any part of the
world. They remind us that economic success over
an extended period is achievable in Africa as well,
despite the difficulties of geography, climate, his-
tory, and the vagaries of the international economy.

Economic performance for a number of African
countries has improved considerably in the past 15
years. Benin, Ethiopia, Mali, Mauritania, Mozam-
bique, Namibia, Sudan, and Uganda all have seen
substantial increases in their growth rates that
exceeded their rates of population increase. Another
group of countries has made credible economic
progress (with annual growth of gross domestic
product at 4 percent or more), including Burkina
Faso, Eritrea, Ghana, and Guinea. In 2003, buoyed
by high prices for many of Africa’s primary product
exports, several nations experienced exceptional
growth rates, including Mozambique (7.6 percent),
Burkina Faso (6.5 percent), and Benin, Ghana and
Uganda, with growth rates in excess of 5 percent.

There is also modest good news on the economic
management front in Africa. Many reforms adopted
in the 1980s and 1990s remain in place, and eco-
nomic management has improved moderately—or
at least has not deteriorated. Currency adjustments,
regarded as politically dangerous at the beginning
of the reform period in the 1980s, have now been
widely implemented and maintained. Government
budget deficits have been reduced, with inflation
averaging below 10 percent in the region. Com-
modity boards have been virtually eliminated, and
prices for most agricultural products have been left
to the market to determine.

While foreign direct investment into sub-Saha-
ran African countries remains a small portion of
total global FD1 flows (1.6 percent in 2003), it has
increased. In 1998, DI in the region amounted to
$6 billion; by 2003, it had risen to $9 billion. Much
of this investment has gone to oil-producing coun-



tries, but some is clearly in response to improved
economic performance in, for example, Kenya,
Madagascar, Mali, Uganda, and Tanzania.

Meanwhile, the burden of debt servicing in the
region has fallen—from 14 percent of exports in 1999
to 10 percent in 2003. The drop is in part a result of
debt-relief measures, including the World Bankss ini-
tiative for highly indebted poor countries (HIPC). This
program considerably eased the debt stock and ser-
vicing of 23 participating countries in 2004.

The Hipc initiative has also led to the introduction
of a new process in Africa to help focus governments’
attention on using their resources effectively for
poverty reduction and making development plans in
consultation with their peoples. To gain HIPC debt
relief and large-scale concessional lending from inter-
national financial institutions, governments must
produce a Poverty Reduction Strategy Paper (PRSP)
in consultation with their civil society groups, and
this paper must be approved by the boards of the
World Bank and International Monetary Fund. As of
February 2005, some 30 African countries had pro-
duced either full-fledged or “interim” PRSPs.

It is difficult to determine at this point whether the
PRSPS are good news or no news for Africa. The idea
behind them is a good one: persuade governments to
adopt an overall strategy for reducing poverty and to
consult with citizens in forming the strategy. But
because PRsps are a requirement for certain kinds of
aid and debt relief, providing evidence for the seri-
ousness and “ownership” of the PrRsPs can turn into
game playing—ypreparing another report in order to
get the money. Some have argued that the prsp differs
from earlier structural adjustments linked to condi-
tional lending in that aid is conditioned now on
changing processes rather than policies. A recent
World Bank evaluation recognized past problems
with the PRsP process but was optimistic that, with
some tweaking, it could be valuable for all concerned.

Another piece of good news for African develop-
ment has been an increase in aid flows to the region
from $12.7 billion in 1999 to $23.2 billion in 2003
(in net disbursement terms). Most countries not
involved in civil conflict have benefited from
increased aid flows. In addition, around $4 billion
in remittances flowed to Africa in 2003, albeit the
lowest level of remittances to developing countries.

There are other sources of good news. A few
important social indicators have improved steadily if
modestly since the 1990s: infant mortality has fallen
from 110 to 103 per 1,000 births; literacy has
increased from half to nearly two-thirds of the pop-
ulation. Social indicators gauge not only the quality
of life, but also the extent to which the foundations
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Millennium Development Goals
For 2015

® Halve the proportion of people whose
income is less than $1 per day

® Achieve universal primary education

® Eliminate gender disparities at all levels of
education

® Reduce child mortality by two-thirds

® Halt and reverse the spread of HIV/AIDS,
malaria, and other diseases

® Reduce by three-fourths the maternal mor-
tality rate

® Halve the proportion of people without sus-
tainable access to safe drinking water

® Develop a global partnership for development

of growth are in place. Without a pool of educated
and healthy workers, investors will not find it easy
to establish enterprises, create jobs, and spur growth.

THE BAD NEWS

Despite the hopeful economic and social
progress in some areas, the overall economic news
is not so good. The number of people living in
poverty in Africa—already large at the end of the
twentieth century, at just over 315 million—is pro-
jected to increase to over 400 million by 2015. Sig-
nificant and sustained economic growth is required
to raise people out of poverty. But economic growth
in the region has not been on the average robust
enough to raise per capita incomes over the past 30
years. And Africa is the only major developing
region where this has been the case.

Behind this disappointing performance are a
number of proximate causes. One is rapid popula-
tion growth. Even though this rate has been declin-
ing, it still averaged 2.5 percent per year in the late
1990s, which produced nearly a doubling of Africa’s
population between 1980 and 2003—from 380 mil-
lion to nearly 700 million. Other contributory fac-
tors include low rates of saving and investment.
(The gross rate of capital formation in sub-Saharan
Africa was 18 percent of gross national product in
2003—up from the past but still the lowest of any
region.) And 40 percent of African wealth is held
outside the region, in banks or investments in
Europe, the United States, and elsewhere, a form of
capital flight that reduces the savings in Africa avail-
able to finance investment there.

In many poorly performing African countries,
such as Zimbabwe and Zambia, the economy relies
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on low-productivity agriculture (with little increase
in the value added over recent years) and the export
of a few primary products like cotton, cocoa, sugar,
coffee, and copper that are subject to the vagaries
of international price movements. Efforts to diver-
sify exports—for example, through various kinds
of manufacturing—have had little impact on the
overall profile. As a result, the share of African
exports in world trade has fallen over the past 25
years from nearly 4 percent in 1980 to just 1.5 per-
cent in 2002, leading to further economic marginal-
ization of the region.

AND THE UGLY

There are two main sources of “ugly” in sub-
Saharan Africa: HIv/aIDs and civil conflict. No one
can regard the HIv/AIDS pandemic that has struck
the region as anything but catastrophic. By 2004,
25 million Africans were living with Hiv/aIDs (57
percent of them women), resulting in more than 2
million deaths, 3 million new infections, and 12
million AIDS orphans per year. The disease is espe-
cially intense in southern Africa, with 5 million in
South Africa alone infected with the virus and a
quarter of the total population of Botswana.

Even as the rate of increase in Africans living with
HIV/AIDS has slowed considerably, the high overall
rate of infection continues, as does the devastation
it wreaks on human lives, families, economies, and

entire countries. One illustration of its impact is the
collapse in life expectancy in many countries—
Botswana saw it drop from 57 years in 1990 to 38
years in 2002. In recent years, economic growth in
Botswana has remained several percentage points
below its 7 percent annual average for the previous
several decades. This decline may have more to do
with decreases in the prices of Botswana’'s exports
than the impact of HIv/AIDs, but most analysts expect
countries with high rates of the disease eventually
to experience slower economic growth.

HIV/AIDS typically attacks individuals in the prime
of their economically productive lives. Whether they
are farmers, civil servants, or factory workers, as
they sicken their productivity falls or they leave the
labor force entirely. Their family incomes thus fall,
while more of their remaining income is absorbed
by the costs of the illness. And all of these effects rip-
ple throughout society when Hiv/AIDS reaches epi-
demic proportions as it has in parts of Africa.

Conflict—primarily civil conflict within states—
is the other source of ugly news for Africa. Accord-
ing to the World Bank, one in four African countries
currently suffers the effects of armed conflicts. The
total number of casualties from conflicts in Africa
surpasses that of all other regions in the world com-
bined. The violence has forced approximately 15
million Africans from their homes, nearly a third of
whom have sought refuge in neighboring countries.



Fueling this death, destitution, and destruction
are the discontent of excluded, disadvantaged, or
repressed groups; the greed of warlords; and the
external support of commercial and political inter-
ests that are often corrupt and manipulative.
African governments have attempted to deal with
some of these conflicts through the creation of var-
ious peacekeeping forces (as in Sudan’s Darfur, for
example) while troops from non-African countries
have also sought to keep the peace in Liberia, the
Ivory Coast, and elsewhere.

Although the number of conflicts has diminished
in recent years, several (such as the nearly decade-
long war in the Democratic Republic of the Congo)
drag on. And the fragility of a number of African
states (Guinea, Sierra Leone, Burundi, the Repub-
lic of the Congo) leaves plenty of room for concern
about future outbreaks of violence. Conflicts not
only kill and displace people and make them desti-
tute, but also destroy
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growth required to support economic and social
progress and reduce poverty. Poor governance
almost always involves corruption, insecurity, and
the absence of the rule of law. Investors—apart from
those involved in natural resources extraction,
which often provides large and quick profits—are
reluctant to risk their monies in such an environ-
ment. And with low investment, growth and devel-
opment typically are low. Kenya under President
Daniel arap Moi, the former Zaire under Mobutu
Sese Seko, and Cameroon today are examples of the
impact of state malfeasance on economic progress.
Some interesting attempts have been made to
measure governance, itself an inherently vague
concept. One recent effort by the Economic Com-
mission for Africa (based on public perceptions in
28 countries) found greater progress in imple-
menting the formal aspects of electoral democracy
in Africa than in combating corruption or building
the effectiveness of

assets such as roads,
housing, factories, and
health and education
facilities. It often takes

The average per capita income in Africa
is no better than it was three decades ago.

institutions and the
state itself. These find-
ings are not signifi-
cantly different from

years for a poor coun-
try to recover econom-
ically from the impact of prolonged civil war.
Indeed, the African countries suffering from con-
flict are almost always those with the poorest
growth and development performance: Sierra
Leone, the Ivory Coast, the Democratic Republic of
the Congo, Burundi, and others.

THE CURSES OF GOVERNANCE AND LOCATION

The economic news from sub-Saharan Africa
speaks of stagnation—not the widespread deterio-
ration experienced in the 1980s to be sure, but not
the long hoped-for renaissance either. What
explains this disappointing outcome?

The two culprits most blamed for Africa’s lagging
economic performance are poor governance and dif-
ficult geography. Good governance is usually
regarded as predictable, accountable, and transpar-
ent decision-making on the part of a government.
This means implementing the rule of law and ensur-
ing political representation, respect for human rights,
the independence of media and civil society organi-
zations, and the absence of corruption. The concept
is sometimes extended to mean capable and compe-
tent economic and political management as well.

It is widely recognized that governance has been
poor in much of sub-Saharan Africa, and that poor
governance has inhibited the investment and

those of the World Bank.
And they are echoed in
the two major reports published in 2005 that focus
some or all of their attention on development
in sub-Saharan Africa: the Millennium Project
report (led by Columbia University professor Jef-
frey Sachs) entitled Investing in Development
(<http://www.unmillenniumproject.org/>) and the
Commission for Africa’s report, Our Common Inter-
est. Both reports acknowledge the major problems
in the past with governance while urging a sub-
stantial increase in aid to the region.

What explains the pattern of poor governance?
There is no consensus on the answer to this ques-
tion. Some argue it is an outcome of the experience
of colonial domination and exploitation, though
this argument becomes less convincing as the
period of independence grows. Development tech-
nocrats emphasize the lack of adequate training and
management capacity on the part of government
officials. But even those governments with a mea-
sure of capacity—like that of Kenya during the
1980s—have experienced poor governance.

Others argue that the ethnically divided, poorly
integrated states of independent Africa have pre-
vented the development of disciplined national gov-
ernments focused on the good of the entire country
because the “politics of the belly” have predomi-
nated. Aid donors have sought to strengthen civil
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society in Africa, reflecting the view that there are
not enough institutions of accountability in the
region to ensure good governance. Critics of aid
have argued that relatively large amounts of foreign
assistance have made it easy for political elites to act
with little accountability.

Clearly, at the heart of the governance problem
is the weakness of Africa’s political institutions—
their inability to constrain the behavior of rapa-
cious, capricious, or repressive politicians. But we
still do not understand well why this pattern exists
or what can be done about it.

Some analysts of Africas underdevelopment
emphasize the disadvantages of geography—the
impact of the location and climate of countries on
their economic performance and prospects. Countries
such as Mali, Niger, Chad, and Malawi that are land-
locked and far from a coast confront major transport
costs for commodities they export or import, reduc-
ing their competitiveness internationally and, there-
fore, their ability to lift their growth through trade.

Countries with a tropical climate—that is, nearly
all of sub-Saharan Africa except South Africa—often
have a larger disease burden. Afflictions such as
malaria, schistosomiasis, various forms of sleeping
sickness, and parasitic worms are not suppressed by
frosts (as in many temperate latitudes), and the
cures are typically nonexistent, expensive, or
painful. Granted, Malaysia, Brazil, Vietnam, and
Costa Rica, all in tropical climates, have enjoyed
healthy growth. But the tropics can make the health
challenges of development greater. The large disease

load reduces the health and productivity of the pop-
ulation and so the performance of their economies.

While location and climate do not doom coun-
tries to poverty, they make overcoming poverty sig-
nificantly more difficult. Much of sub-Saharan
Africa struggles with one or both of these geo-
graphic misfortunes.

PROSPECTS FOR GROWTH

What do the good, the bad, and the ugly tell us
about Africa’s future economic prospects? Their
basic message suggests slow and modest progress in
economic management, in governance, and in social
gains. The gains are not uniform: some countries are
doing better than others. And the gains are not
always sustained over time: some countries per-
forming better yesterday have slipped backward
today, especially, as in the case of the Ivory Coast, if
they have dissolved into civil conflict.

There is, in short, no evidence of an African eco-
nomic renaissance. And it remains unclear, even in
the best of circumstances, what would drive such a
renaissance. Trade is important, but manufacturing-
led growth seems limited since labor costs are rela-
tively high and labor productivity is low—the
success of Mauritius notwithstanding. In most of
Africa, labor laws and the fact that labor is not as
plentiful as in other regions continue to raise labor
costs, while low levels of education and technology
continue to impair productivity. The advantages of
cheap labor that China has so effectively exploited
do not seem within Africa’s grasp at present.




The us African Growth and Opportunity Act of
2000 has eased restrictions on imports from eligi-
ble African countries on items such as textiles and
apparel. But the act appears to have stimulated only
a small amount of exports from Africa to the United
States thus far. And even with easier entry to us
markets, it is not clear how competitive African tex-
tiles will be in light of the removal this year of bar-
riers to Chinese textile exports with the termination
of the international Multifiber Agreement.

The export of services (software and back-office
services, for example) that has driven growth in
India and Costa Rica does not at present appear to
offer much potential for Africa, given the limitations
of communications infrastructure and labor market
skills. The expansion of call centers in South
Africa—with its well-developed communications
infrastructure and its pool of educated labor—is an
example of the possibilities but also the limits of this
approach for Africa. Tourism and high-value agri-
cultural products do hold promise, but the full
exploitation of these opportunities has yet to be real-
ized. Again, problems of governance and security as
well as infrastructure impose obstacles.

As a result, the production and export of natural
resources—minerals, food, fiber, and beverages—
seem likely to remain the major source of growth
for sub-Saharan Africa for the immediate future.
Unfortunately, the world prices of many of these
commodities have declined over recent decades rel-
ative to the prices of manufactured goods; this is
one of the reasons Africans have wanted to diver-
sify their economies.

The challenge for the few lucky countries export-
ing high-priced minerals—primarily petroleum and
mainly from Angola, Nigeria, Gabon, Chad, and
Equatorial Guinea—is to use their windfall profits
to invest in the foundations for long-term develop-
ment beyond mineral production. The past experi-
ence of the “resource curse” in Africa—the tendency
for resource-rich governments to become less rather
than more accountable to their people and so to gov-
ern less rather than more effectively for develop-
ment—is, however, not reassuring.

THE BIG IFS

Several factors could brighten or dim these
prospects for Africa’s future economic performance.
On the bright side is the prospect of increased eco-
nomic assistance—especially if even a portion of
the increases recommended by the Blair Commis-
sion and Millennium Project reports are realized.
The latter report found that much of Africa is not

Development in Africa s 227

progressing rapidly enough to meet the Millen-
nium Development Goals, and that a doubling in
aid would likely be necessary if the goals are to be
achieved by 2015. If such aid is directed to coun-
tries that can make good use of it, it could help
ease obstacles to more rapid economic progress—
for example, by expanding and strengthening
infrastructure, education, and health services. It
also could ease the burden of HIV/AIDs, if it is used
effectively to provide anti-retroviral drugs. And it
could reduce the incidence of malaria if some of it
is spent on significantly increasing the availability
of pesticide-impregnated bed nets, as recom-
mended in the uN report.

Also on the bright side is an initiative undertaken
by Africans to improve governance in the region. In
2001, member states of the African Union agreed to
the creation of the New Economic Partnership for
African Development (NEPAD) that proposed the
development of a “peer review” mechanism to
assess the quality of governance in African coun-
tries. For each government that volunteered to have
the quality of its governance assessed, a panel of
eminent Africans would be set up to conduct the
assessment and, eventually, to publish its findings.

Eight countries so far have signed up to be
reviewed: Ghana, Mauritius, Rwanda, Kenya,
Angola, Lesotho, Tanzania, and Malawi. Work has
begun on several assessments, but no peer reviews
have yet been published. If this mechanism turns
out to be fair and probing and if the assessments
provide incentives for African governments to
improve the quality of their governance, NEPAD
could make an important contribution to the con-
tinent’s future. But these remain big “ifs.”

The ugly side—Hiv/aIDs and conflict—also looms
large. If governments in Africa take an energetic
stand against the spread of HIV/AIDS, including pre-
vention and (with help from abroad) treatment, the
disease could be controlled and reduced. If little is
done beyond today’s efforts, the death toll from
HIV/AIDS could quadruple, with ensuing problems
of deepening poverty and perhaps insecurity.

As for conflict, it will continue to be closely
linked to the quality of governance. Where gover-
nance is oppressive or exclusionary, conflict almost
always has been the result. And there is no shortage
of country candidates for conflict in the future, in
addition to those already plagued by violence.
Whether Hiv/aIDs and civil conflict are tamed or left
unrestrained is primarily in the hands of Africans
and, above all, African leaders—and so is the
region’s future economic performance. [ |



