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Africa made impressive economic progress in the 1990s. Several
countries sustained double-digit growth. The climate became
more conducive to domestic and foreign investment. Capital
markets broadened and deepened. Demand for African
manufactured goods increased in Europe and the United States.
And in the second half of the 1990s real GDP growth in Africa
averaged 4% a year, exceeding the continent’s high population
growth rate of 2.8% a year. Export growth nearly doubled, to 8%
a year. 

The recent economic recovery is reason for renewed optimism.
But the recovery’s sustainability is fragile—for two reasons. First,
strong domestic savings do not underpin it. Second, Africa’s
economies remain vulnerable to outside shocks. Indeed,
economic growth in the 1990s averaged only 2.1% a year, less
than population growth of 2.8% and considerably less than the
7% growth needed to reduce by half the share of Africans in
poverty by 2015, the internationally agreed target. 

The constraints on Africa’s development do not preclude rapid
and sustained growth. Instead, they point to the tasks ahead for
Africa to develop and to eradicate poverty. Growth and
development are possible if African governments and their
development partners work hard to reverse the long-term
constraints and structural factors behind the continent’s poor
economic performance.

The key to achieving sustainable growth and reducing the
vulnerability of African economies to outside shocks is
transforming the structure of these economies. This will ensure
that competitive industries produce high value-added products
that can compete in the global marketplace. Achieving these
goals requires an annual investment rate of about 40% of GDP. Africa’sEconomies
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Foreword

Africa made impressive economic progress in the 1990s. In the second half of the decade
real GDP growth averaged 4% a year, and several countries sustained double-digit growth.
The climate became more conducive to domestic and foreign investment. Capital markets
broadened and deepened. Demand for African manufactured goods increased in Europe
and the United States, and export growth nearly doubled. 

Despite nearly a decade of reforms in many African countries, economic growth
remains fragile, and there has been little progress in reducing absolute poverty. That is the
starting point for this report, which stresses that on current trends Africa will not achieve
the target of reducing poverty by half by 2015. With this in mind we propose a new devel-
opment agenda for Africa to kick-start growth and reduce poverty—an agenda based on
the need for a structural transformation of African economies.

That transformation requires renewed emphasis on modern agriculture as a basis for
resource-based industrialization. Agriculture must get new attention, both in international
development cooperation and in domestic resource allocation. So must resource-based
industrialization, possible only with a level playing field in international trade.

African countries must recapture their lost share of world trade by improving infra-
structure—and by ending the interventions in agricultural input and product markets that
hinder agricultural production. Developed countries should reduce agricultural subsidies
that artificially depress the prices for Africa’s agricultural produce. They should also reduce
tariffs that make Africa’s processed products uncompetitive in international markets. 

Because only high-quality governments can deliver essential social services to those who
need it most, this report places good governance at the centre of Africa’s efforts to reduce
poverty. High-quality governments are better able to design and implement effective poli-
cies. They are more transparent. They manage national finances soundly. And they provide
citizens with peace, security, and the economic freedoms for markets to flourish. 

Progress is predicated on African countries undertaking the necessary political and eco-
nomic reforms to ensure their economic take-off. But rich countries have to support these
reforms through long-term partnerships for more aid, for more effective aid, for deeper debt
relief, and for greater access to their markets. 

K.Y. Amoako
Executive Secretary
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Africa’s fragile recovery

A frica made impressive economic progress in the 1990s. Several countries sustained
double-digit growth. The climate became more conducive to domestic and foreign

investment. Capital markets broadened and deepened. Demand for African manufactured
goods increased in Europe and the United States. And in the second half of the 1990s real
GDP growth in Africa averaged 4% a year, exceeding the continent’s high population
growth rate of 2.8% a year. Export growth nearly doubled, to 8% a year. Real GDP grew
by 3.2% in 1999, up from 3.1% in 1998. 

The recent economic recovery is reason for renewed optimism. But the recovery’s sus-
tainability is fragile—for two reasons. First, strong domestic savings do not underpin it.
Second, Africa’s economies remain vulnerable to outside shocks. Indeed, economic growth
for the decade averaged only 2.1% a year, less than population growth of 2.8% (figure 1.1)
and considerably less than the 7% growth needed to reduce by half the share of Africans in
poverty by 2015, the internationally agreed target. 

Despite substantial progress in reform—macroeconomic stabilization, deregulation,
privatization, trade, and exchange rates—structural constraints and institutional weak-
nesses continue to inhibit a vigorous supply response. Most African economies still depend
on primary products, exhibiting a high export concentration. Inadequate infrastructure
increases the cost of doing business, making it difficult for Africa to fully tap its resources and
to compete effectively in the global economy. The external debt overhang severely limits the
capacity for sustained policy reform. Drought, disease, civil conflict, and poor governance
make the situation worse.

Poverty and inequality 
Poverty in Africa is widespread and severe. In Sub-Saharan Africa 52% of people live on less
than $1 a day (in 1995 dollars adjusted for purchasing price parity).1 In 1998 the average monthly
expenditure was only $14 a person by the rural poor and $27 by the urban poor. That leaves 59%
of rural people below the poverty line, and 43% of urban. Rural poverty responds more to
income growth than to changes in the distribution of income—but for urban poverty the
reverse is true.

Africa has the worst income distribution in the world, with a Gini coefficient of 51%
(0% is perfect equality, 100% perfect inequality). The mean share of the lowest 40% of the
rural population is only 16% of total expenditure, a shortfall of 24 percentage points, while
the mean share of the top 20% is about 48%, an excess of 28 points over perfect equality.

Chapter
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1 Dollar figures are in current U.S. dollars unless otherwise specified. Billion is a thousand million.
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But the recovery’s

sustainability is fragile



”
“
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Similarly, the mean share of the lowest 40% of the urban population is only 15% of total
expenditure, a shortfall of 25 percentage points of total income. The mean share of the top
20% of the population is about 50%, an excess of 30 points. 

Economic growth
In a clear departure from the past no country in Africa experienced negative GDP growth in
1999, and only one posted growth of less than 1%. In that year 19 countries had growth rates
between zero and 2.9%, another 17 countries were clustered between 3% and 4.9%, and 12 had
growth rates between 5% and 6.9% (table 1.1). Mozambique and Equatorial Guinea recorded
the highest growth rate: 10% (box 1.1). The number of countries with growth rates above
the 7% required to reduce poverty by half by 2015 rose to five, up from two in 1998. 

East and Southern Africa, which together account for 45% of the region’s population
and 37% of GDP, enjoyed faster growth in 1999 than in 1998 (table 1.2). North, West,
and Central, which account for 55% of the population and 63% of GDP, had slower growth. 

Performance by economic group

The performance of the African economies based on different economic groups reveals an
interesting pattern. The countries can be grouped in five categories:

• The five largest (B5) economies. 
• Oil-exporting countries. 
• Island economies. 
• Least developed countries. 
• Land-locked countries. 

These groups are not mutually exclusive, and some countries fall in more than one category. 

Big economies. Growth in the B5 economies in 1999 was 10% lower than in 1998.
The B5 economies account for 59% of Africa’s GDP and 37% of the population.
Performance increased marginally in South Africa (21% of Africa’s GDP) and Algeria

Figure 1.1 
Growth of GDP and
population, 1990–99
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Source: Economic Commission for Africa.



Africa’s fragile recovery 3

(12%). Growth declined in Egypt (11.2% of Africa’s GDP), in Nigeria (8%), and most in
Morocco (6%), depressing the overall growth rate of this group. 

Oil exporters. The 11 oil exporting African countries account for 49% of GDP and
41% of the population. Their aggregate growth increased marginally, from 3.6% in 1998
to 3.7% in 1999. The drastic decline in oil prices, mainly in the first half of 1999, and civil
and political instability hurt this group.

Island economies. The six island economies are small, contributing less than 2% of
Africa’s GDP and little more than 2% of the population. Their composite growth declined

Growth rate
(percent) 1995 1996 1997 1998 1999

Negative 6 2 4 2 0

0–2.9 11 12 12 13 19

3–4.9 23 28 25 28 17

5–6.9 6 9 10 8 12

7 and above 7 2 2 2 5

Total 53 53 53 53 53

Source: Economic Commission for Africa.

Table 1.1
Distribution of African

countries by
real GDP growth,

1995–99
(number of countries)

Mozambique is a striking example of what sound policies can achieve. Until recently it was one of

the fastest growing economies in Africa, growing at an astonishing 12% in 1998 and 9% in 1999. 

The country broke from Portuguese rule in 1975 into a highly regulated economy and sur-

vived a protracted civil war. In 1987 the government committed to privatization, and since then

its programme has been one of Africa’s most active, restructuring or privatizing more than 900

state enterprises. The banking system was partially privatized in the mid-1990s, exchange

bureaux have been legalized, and measures have been taken to liberalize the current account

of the balance of payments, reducing the spread between official and parallel (black market)

exchange rates. Growth of money and quasi money has slowed from more than 70% (1992) to

17% (1998). Indeed, sound monetary policy lowered inflation—rampaging at more than 50% in

1988—to less than 2% in 1999. 

The government is committed to reducing poverty and improving living standards. It has

also become more transparent. Information on the tax system is widely available and, with some

exceptions, fiscal management responsibilities are clearly defined. A new value-added tax was

introduced in 1999, and revenue is already expected to reach the equivalent of 7.5% of GDP.

The government prepares a five-year fiscal outlook, revised annually, and the newly created

Administrative Tribunal issues a report after the close of each fiscal year. 

But the devastating floods of February and March 2000 have set back these achievements.

The forecast rate of growth for 2000 had to be revised from 7% to 3.8%. It is projected to reach

10% again in 2001 and to average about 6% through 2005. Inflation increased from less than

2% in 1999 to more than 16% in 2000, reflecting the aftermath of the floods. 

Source: IMF 2000a,b; World Bank 2000a,b.

Box 1.1 
Mozambique’s miracle?



“

4 Africa’s fragile recovery

from 4.6% in 1998 to 4.0% in 1999. Mauritius, which accounts for 45% of the group’s GDP,
saw its growth rate slow from 6.4% in 1998 to 4.2% in 1999.

Least developed. The 33 least developed African countries account for 16.5% of
Africa’s GDP and 47% of the population. They have been very dynamic in recent years,
posting GDP growth rates well higher than the continental average. And in 1999 they grew
4.5%, up from 4.3% in 1998.

Land locked. The 15 land-locked countries in Africa, with about 10% of Africa’s GDP
and 23% of the population, increased their growth rate from 4.2% in 1998 to 4.9% in 1999. 

The sluggish economies are large. The fast-growing economies are disadvantaged—
the small island economies, the least developed, and the land locked. Because the disad-
vantaged economies started from low GDP levels, a small addition to GDP tends to be
magnified, explaining some of the high growth rates for this group. 

Performance by sector

Agricultural performance in 1999 was mixed. Bad weather negated North Africa’s high
growth rate for agriculture. But in much of West Africa good weather was instrumental in
increasing agricultural output, although some countries suffered from too much rain, which
caused flooding and damaged crops. Performance was subdued in Central Africa, due mainly
to the civil unrest and political instability in the Great Lakes region, as well as pest infesta-
tion in others. Output in much of East and Southern Africa declined precipitously, a result
of war, erratic and insufficient rainfall, and uncontrolled crop pests and diseases. 

The industrial sector ended 1999 with a decline over 1998; it posted growth of 2.8%,
not surprising since the industrial sector in many African countries depends directly and
indirectly on the agricultural sector. The direct dependence is through the availability of
agricultural raw material for industrial processing. This is especially important in textile and
food industries, the predominant line of industrial activity in Africa. Textile and food indus-
tries suffer when agriculture performs poorly. 

Agriculture’s indirect effect on industry manifests itself through the availability of
foreign exchange for the import of inputs as well as new investment. A second channel

1998 1999
Standard Standard

Region Mean deviation Median Mean deviation Median

North 4.4 2.1 4.5 3.6 1.8 2.6

West 3.6 1.4 4.5 3.3 1.8 4.5

Central 5.0 4.2 5.5 4.5 2.7 4.8

East 2.6 2.2 3.0 4.1 2.4 3.0

Southern 1.7 2.4 4.5 2.2 3.0 4.0

Africa 3.1 2.5 4.0 3.2 2.3 4.0

Note: See Annex 1 for details.

Source: Economic Commission for Africa.

Table 1.2 
Economic growth in
Africa by region, 1998
and 1999

Agricultural
performance in 1999
was mixed

”
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is through domestic demand: in countries that depend on agriculture, poor sector per-
formance means that revenue decreases because of declining demand from the vast rural
population. 

Critical to the development of the African economies, industrial development is con-
strained by both the external and domestic environments. In mineral-rich countries indus-
try was hurt by the decline in the commodity prices of the countries’ exports, which
constrained import of raw materials, spare parts, and new machinery for investment. The
reduced income of the agricultural communities, abridged domestic demand economy-
wide, competition from cheap imports—all these drastically reduced the performance of
the industrial sector. 

The service sector continued to enjoy dynamic growth, posting a 4% increase in 1999,
up from 3% in 1998. Although all the service subsectors are increasing their growth rates,
financial and communications services in particular are enjoying unprecedented growth. The
growth of finance, dominated by commercial banks, is attributable to deposit mobilization
and to import trade financing, an activity that has increased since trade liberalization.

External trade
The dollar value of African exports increased by 2.4% from 1998 to 1999 (table 1.3). The
growth in export earnings from goods was due entirely to higher volumes, which increased
by nearly 6% in 1999 and more than made up for the 3.2% decrease in unit price. 

Imports also increased in value and volume. The 4% increase in value came from a
higher volume of imports, which increased by 1.4%, and higher prices. The increase in vol-
ume, although small, is gratifying as it reversed the drastic fall of the preceding year. It con-
tributed to the growth of domestic supply through larger imports of consumer goods and
higher capacity use through the provision of inputs for the industrial sector. In 1999 terms
of trade declined by nearly 6% due to a fall in the unit value of exports (3.2%) and an increase
in the unit price of imports (2.6%).

External trade 1996 1997 1998 1999

Exports

Value 8.1 5.9 –14.5 2.4

Volume 5.2 10.1 3.3 5.6

Unit value 2.9 –4.3 –17.8 –3.2

Imports

Value 8.4 7.7 –3.5 4.0

Volume 6.5 4.6 –5.2 1.4

Unit value –1.9 –3.1 –1.7 2.6

Terms of trade 4.8 –1.2 –16.1 –5.8

Source: Economic Commission for Africa.

Table 1.3
Value, volume, and unit

value of exports and
imports—and terms 

of trade, 1996–99 
(percent)

The service sector
continued to enjoy

dynamic growth,
posting a 4% increase 



“ ”

6 Africa’s fragile recovery

Balance of payments
Export earnings from goods and services increased 2.4%, from $98 billion in 1998 to $101
billion in 1999 (table 1.4), mainly due to an increase in volume. The value of imports
increased at the same time, up 4% from $103 billion to $107 billion due to volume and price
increases. As a result of the combination of developments in commodity prices and export
and import volumes, the trade deficit widened to $6.4 billion, from $4.7 billion in 1998. In
1999 the trade surplus of the oil-exporting countries rose from $10 billion to $13 billion.
At the other end are the non-oil-exporting countries, whose trade balance widened to $19
billion, up from $15 billion in 1998. 

Africa’s current account balance deteriorated further, from $18 billion in 1998 to
$21 billion in 1999, a 17% increase, from lower export earnings and higher import val-
ues. While the trade deficit has been traditional for the non-oil-exporting countries,
Africa’s balance was positive due to the surplus of the oil-exporting countries. In 1998,
however, the trade balance turned negative because of the decline in oil revenue follow-
ing the drastic fall in oil prices in the world market. The perennial cause of the current
account deficit? The service sector, which has a long history of massive imbalances. The
deficit arises from payments for and receipts from such activities as transport, banking,
and insurance.

Foreign direct investment (FDI) flows to Africa rose to $10 billion in 1999 from $8
billion in 1998, in line with faster economic growth. But investments by transnational cor-
porations in Africa are still only 1.3% of global FDI flows and 5% of the FDI to all devel-
oping countries. About 70% of FDI in Africa in 1999 was concentrated in five
countries—Angola, Egypt, Morocco, Nigeria, and South Africa (box 1.2).

Item 1996 1997 1998 1999

Exports 108.6 115.1 98.4 100.8

Imports 99.2 106.8 103.1 107.2

Trade balance 9.4 8.3 –4.7 –6.4

Oil balance 21.8 15.8 9.8 12.5

Non-oil balance –12.4 –7.5 –14.5 –18.9

Services (net, excluding factor incomes) –10.7 –10.5 –11.2 –10.9

Balance on goods and services –2.2 –15.9 –17.1 1.6

Current account balance –6.6 –4.9 –18.1 –20.5

Total external financing 14.9 11.5 15.9 21.6

Non-debt-creating flows 7.0 11.3 10.1 13.2

External borrowing 7.9 0.2 5.8 8.4

Official creditors 10.4 1.6 6.9 6.7

Private creditors –2.5 –1.2 –1.1 1.7

Changes in reservesa –5.9 –5.2 2.2 –1.1

a. – indicates increase.

Source: Economic Commission for Africa.

Table 1.4
Balance of payments,
1996–99 
(billions of dollars)

Export earnings from
goods and services
increased 2.4%



Total external resource flows into Africa increased from $16 billion in 1998 to $22 bil-
lion in 1999. Resources mobilized through borrowing amounted to $8.4 billion, an increase
of 45% from 1998. With this increment the total volume of debt amounted to $359 billion
in 1999, resulting in a debt to GDP ratio of 65%. Debt service increased from $35.7 bil-
lion to $39.4 billion in 1999 and the ratio of debt service to exports increased to 30%. This
additional outlay, however, did not reduce the total volume of debt but covered only the
annual requirements. 
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Foreign direct investment (FDI) rose to a record $644 billion worldwide in 1998, 39% higher than its

1997 level of $464 billion. Of this record amount, $166 billion (26%) went to developing countries. 

But FDI to Africa declined from $9.4 billion in 1997 to $8.3 billion in 1998. Africa’s share

also decreased—from 2.0% to 1.3% of global FDI (see table). Relative to flows targeting devel-

oping countries, Africa’s share dropped from 5.4% in 1997 to 5.0% in 1998.

Africa’s regional and national FDI flows are highly uneven. In 1998, 32% ($2.7 billion) of

Africa’s FDI went to North Africa. Of the seven North African countries that received FDI, Algeria,

Egypt, and Tunisia received the most, boasting 84% of North Africa’s FDI and 27% of Africa’s.

Egypt alone accounted for $1.1 billion, or 13%, of African FDI and 41% of regional. 

West Africa ranks second in FDI flows to Africa—in 1998 this region attracted $2.2 billion,

or 26% of Africa’s FDI. Nigeria collected most of this—$1.5 billion in 1998, or 18% of Africa’s

FDI and 68% of regional.

Foreign direct investment (millions of dollars)

Region 1995 1996 1997 1998

Africa  5,136 6,667 9,359 8,301

North Africa 1,186 1,888 3,047 2,650

West Africa 1,588 2,044 2,526 2,172

Central Africa –27 823 240 648

East Africa 345 383 751 789

Southern Africa 2,044 1,529 2,795 2,042

Sub-Saharan Africa, 

excluding South Africa 2,957 4,019 4,607 5,280

Sub-Saharan Africa, 

including South Africa 3,958 4,781 6,314 5,659

Worldwide 328,862 358,869 464,341 643,879

Developing countries 106,224 135,343 172,533 165,936

Africa’s share 

worldwide (percent) 1.56 1.86 2.02 1.29

Africa’s share among 

developing countries 

(percent) 4.84 4.93 5.42 5.00

Source: UNCTAD 1999. 

Box 1.2 
Foreign direct

investment in Africa
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Transforming Africa’s
economies to reduce poverty

The key to achieving sustainable growth and reducing the vulnerability of African
economies to outside shocks is to transform the structure of Africa’s economies. This

will ensure that competitive industries produce high value-added products that can com-
pete in the global marketplace. But achieving these goals requires an investment rate of
about 40% of GDP (30% with improvements in the efficiency of investment). 

To elicit non-debt-creating flows, an integrated framework for development financ-
ing is indispensable. A large array of reinforcing measures should encompass debt relief,
additional official development assistance, greater foreign direct investment, and more
domestic savings. Integrating with the global economy is critical—in part through regional
and global production networks of transnational corporations.

An economy’s structural transformation changes the composition of output and the
contributions of the different sectors to GDP and employment over time. A recent sum-
mary of the “stylized facts” of structural change confirms that economies that rely on the
primary sectors (agriculture and minerals) in production and employment graduate to a
structure where manufacturing and service sectors dominate—and that such transforma-
tions follow a non-linear pattern (Kongsamut, Rebelo, and Xie 1997). Initially, the employ-
ment and GDP shares of agriculture and services decrease, while those of manufacturing
increase. Then the share of manufacturing continues to increase and that of agriculture to
decrease. Meanwhile, the share of the services sector starts to grow. These trends continue
into later stages of development until the shares of manufacturing stabilize (box 2.1). 

Over the past four decades the structural shift in African economies has been broadly
consistent with the declining share of agriculture (table 2.1). But the nature and composi-
tion of this structural transformation departs from the general trend. The share of agricul-
ture in GDP declined from 40% in the 1960s to 21% at the end of the century. But this
decline of nearly 50% was not due to significant growth of the industrial sector in general
or the manufacturing industries in particular. The share of industry increased marginally,
from 26% to 30% of GDP during the intervening decades, while the share of manufactur-
ing grew from 9% in the 1960s to 15% at the end of the century.

Sectoral dynamism
Data from World Development Indicators 1998 (World Bank 1998b) were used to compose
four panel data sets with 38 countries: 26 Sub-Saharan countries, 4 North African countries,

Chapter

2
An integrated
framework for
development financing
is indispensable
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5 successful African performers, and 3 Southeast Asian countries for 1960–96. To examine
the structural transformation in Africa, the five good performers (the G5: Botswana,
Mauritius, Morocco, South Africa, and Tunisia) and North Africa are each compared with
three Southeast Asian countries—Malaysia, Indonesia, and Thailand. These three Southeast
Asian countries are chosen because they achieved resource-based industrialization and thus
provide a useful benchmark for many resource-rich African economies (table 2.2). 

The fastest growing country in Africa, Equatorial Guinea had GDP growth of 76.1% in 1997.

Although growth in the 1980s was negative (–1.87%), average real GDP growth for the 1990s

was 15.2%, the highest in the continent. GDP per capita jumped from $390 in 1995 to $1,170

in 1999. But this stellar performance has not improved people’s standard of living.

Between 1992 and 1996 offshore oil exploration created a boom that transformed the coun-

try’s economy. Oil production increased from 2,500 barrels a day in 1992 to more than 120,000

in 1999; 2000 was estimated to bring in more than 200,000 barrels a day. ExxonMobil and Triton

Energy will continue to invest heavily in oil and gas production for at least the next 5–10 years.

In the past five years agriculture’s share of GDP has decreased from 51.6% to 16%; services’

share has decreased from 21.2% to 8.6%. Industry’s share has grown—from 27.3% to 75.3%.

Unbalanced growth in one sector threatens the long-term sustainable pattern of an economy. 

Despite the incredible growth in GDP poverty remains high and social indicators have not

improved. 

• Life expectancy is about 50 years. 

• The infant mortality rate is 109 per 1,000 live births. 

• The literacy rate is 50.2%. 

• The richest 5% of people control 80% of the income. 

• Signs of Dutch disease are appearing as agriculture declines and private consumption and

public spending increase. 

Equatorial Guinea has a unique opportunity to grow sustainably while reducing poverty. Well-

targeted interventions and responsible public investment can help. Although excessive spending,

new debt, and a growing public deficit are unavoidable, the government needs to be more trans-

parent and accountable, and it needs to distribute resources equitably. Enhanced transparency in

and macroeconomic management of oil resources are prerequisites for further donor involvement.

Source: Edjang 1999; EIU 2000.

Box 2.1 
Equatorial Guinea grows

rapidly but does not
reduce poverty 

Agriculture Industry Service
value added value added value added

Region 1960–69 1990–98 1960–69 1990–98 1960–69 1990–98

North Africa 39.8 18.9 23.9 29.3 36.3 51.8

Sub-Saharan Africa 45.2 23.9 21.2 25.1 33.6 49.1

Sub-Saharan Africa, 

excluding South Africa 51.4 24.5 20.7 24.8 27.9 50.7

Africa 40.1 20.8 25.8 29.5 34.1 49.7

Source: Calculated from UNCTAD (various years) and World Bank (1998a).

Table 2.1 
Structural

transformation of the
African economies,

1960–69 and 1990–98
(percent of GDP)
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In Malaysia, Indonesia, and Thailand the agricultural share declined more than 5 percent-
age points in every decade while the industrial share increased almost 5 points for each period.
Moreover, these countries maintained average industrial growth of 9%, enabling them to pur-
sue resource-based industrialization through incentive-driven dynamic comparative advantage.

By contrast there is no evidence of sectoral dynamism in the five successful African
economies (G5), whose average 1998 income was similar to that of Malaysia, Indonesia, and

Square of
Group or Real per real per Adjusted
region capita GDP capita GDP Constant R2

G5 –0.357 0.093 –1.17

(–0.21) (0.78) (–0.20)

North Africa 1.838 –0.072 –8.467*

(2.12) (–1.19) (–2.79) 0.55

Malaysia, 

Indonesia, 2.929* –0.181* –10.98*

and Thailand (3.07) (–2.53) (–3.49) 0.61

* Significant at 1%. 

Note: Numbers in parentheses represent t-statistics. This table reports on the results of pooled regression of the ratio

of industrial output to agricultural output (the share of industry in real output relative to that of agriculture) on the log of

real per capita GDP and the log of real per capita GDP squared.

Source: Cho 2000.

Table 2.2 
Sectoral dynamism

The five good performers in Africa (G5)—Botswana, Mauritius, Morocco, South Africa, and

Tunisia—have demonstrated the ability to sustain reforms and achieve structural diversification,

and thus to cushion themselves against possible external shocks. They show strong positive

trends in core infrastructure, high and improving educational attainment, international compet-

itiveness, and robust financial markets. 

Fourteen potentially emerging Sub-Saharan countries (G14) show the prospect of a sus-

tainable take-off. They made progress in removing macroeconomic imbalances and relative

price distortions, including inflation, budget deficits, black market foreign exchange premiums,

and real exchange rate misalignment. Compared with other Sub-Saharan countries, G14 coun-

tries exhibit a potential for financial sector development with less distortion in financial systems.

The G14 also show greater political stability, which could contribute to the implementation of

sounder policies over the projection period. Half of these potentially emerging countries belong

to the African Financial Community (CFA) zone: Benin, Burkina Faso, Côte d’Ivoire, Gabon, Mali,

Senegal, and Togo. The others are Ghana, Ethiopia, Kenya, Mauritania, Mozambique, Uganda,

and Zimbabwe. 

The 18 other Sub-Saharan countries (G18) do not meet the criteria for sustained improve-

ment in economic performance. In addition to the above-mentioned differences with the G14,

the G18 have significantly lower investment, less appropriate macroeconomic policies, and

greater structural imbalances (related to trade and finance).

Source: Economic Commission for Africa.
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Thailand (box 2.2). So these and other African economies have not been able to benefit from
the positive effects of sectoral dynamism on productivity growth and economic growth. 

Nor has Sub-Saharan Africa—both G14 and G18 countries—enjoyed sectoral
dynamism, though there have been modest structural changes (the share of agriculture has
declined slightly since the 1960s). The output share of both agriculture and industry, how-
ever, has hardly changed during the period of economic stagnation since 1974. The indus-
trial sector’s average growth rate was about a third of that in Malaysia, Indonesia, and
Thailand. Indeed, it was either stagnant (as in the G14) or declining (as in the G18). 

When labour force employed in the industrial sector is taken into account, the average
growth rate of output per worker in Malaysia, Indonesia, and Thailand was about 3% a
year, while that of Sub-Saharan Africa was negative. In the 1980s the cumulative rate for
10 years was 29% in Malaysia, Indonesia, and Thailand and 5.6% in Sub-Saharan Africa. 

The evolution of the ratio of industrial to agricultural sector output and GDP dur-
ing 1980–96 confirms the dynamic interaction between structural changes and sustained
growth in Malaysia, Indonesia, and Thailand (figure 2.1). And through improvements
in productivity growth this transformation substantially contributed to sustainable
growth in these Southeast Asian economies. But this was not the case in Africa (except
for the G5). 

Productivity growth
The share of labour in agriculture declined in the G5 and in North Africa in 1961–90, but
not in Sub-Saharan Africa (table 2.3). Moreover, the declines were deeper in 1980–90
than before. The growth of the labour share in non-agricultural sectors shows significant
differences among the groups. In Sub-Saharan Africa and the G5 countries the growth
rate declined at a slower rate in the 1980s than earlier, while it increased in North Africa
and Malaysia, Indonesia, and Thailand, reflecting continual labour absorption and
employment creation. Indeed, non-agricultural and manufacturing employment increased
1.5–2 times as fast as the aggregate working population in Malaysia, Indonesia, and
Thailand. The resource-based industrialization in these three Southeast Asian countries
has greatly benefited from this dynamism, especially from the labour reallocations and
productivity gains.

The growth of total factor productivity in the selected African economies during their
high growth period shows that human capital accumulation was critical. This is partly
explained by the extremely low human capital accumulation in Sub-Saharan countries.
Human capital contributed significantly to total factor productivity growth (table 2.4).
Reallocation of labour from agriculture to the (more productive) non-agricultural sectors
also has contributed significantly to the growth of total factor productivity. In Botswana
reallocation of labour has contributed more to productivity growth by inducing productiv-
ity gains of 2.6 percentage points on average in 1961–90 (table 2.5). The modest effect of
labour reallocation in Mauritius could be attributed to the dominance of sugar production
until the 1970s. 

African economies have
not benefited from the

positive effects of
sectoral dynamism



12 Transforming Africa’s economies to reduce poverty

Since there was little evidence of labour reallocation from agricultural to non-agricul-
tural sectors in 26 Sub-Saharan countries, these economies could not enjoy significant pro-
ductivity growth. Moreover, the productivity gains dropped sharply in the 1980s (see table
2.3). Unexpectedly, neither North Africa nor the G5 countries enjoyed significant produc-
tivity growth, despite the relatively high rate of labour growth in their non-agricultural sec-
tors. Presumably this was due mainly to the small increase of high value-added outputs in
non-agricultural sectors and less to the migration of non-skilled labour from agricultural to
non-agricultural sectors in these countries. 

In contrast Malaysia, Indonesia, and Thailand enjoyed enormous productivity growth
over the three decades. And they were able to double the total factor productivity gains in
the 1980s with the large increase in high value-added outputs and skilled labour in their
non-agricultural sectors.

Figure 2.1 
Evolution of output and
production structure
and GDP for Sub-
Saharan Africa and
Malaysia, Indonesia, 
and Thailand, 1980–96
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Can Africa achieve per capita growth of 4.4% a year?
Malaysia, Indonesia, and Thailand provide a useful benchmark for structural transforma-
tion. They reached a turning point for the relative GDP share of the industrial sector at a
real per capita GDP of $3,262. This level of income can thus be used as a benchmark to
determine whether and when African economies might achieve a relatively mature sectoral

Sector 1961–90 1961–79 1980–90

Agriculture

Sub-Saharan Africaa –0.69 –0.66 –0.75

G5 –2.67 –2.28 –3.35

North Africa –1.85 –1.33 –2.73

Malaysia, Indonesia, and Thailand –1.55 –1.40 –1.81

Non-agricultural

Sub-Saharan Africaa 2.31 2.68 > 1.68

G5 1.37 1.47 > 1.21

North Africa 1.83 1.63 < 2.18

Malaysia, Indonesia, and Thailand 2.31 2.49 < 2.61

a. Comprises 26 countries for which data are available; none of the G5 is included.

Source: Cho 2000.

Table 2.3 
Growth of labour share
in agricultural and non-

agricultural sectors,
1961–90
(percent)

GDP Total factor Human Labour 
growth productivity capital reallocation

Country Period (percent) growth contribution contribution

Botswana 1970–96 10.1 3.4 1.0 2.0

Kenya 1961–79 6.9 2.4 1.1 0.6

Mauritius 1980–96 5.5 2.8 0.5 0.2

South Africa 1960–74 5.1 0.8 0.5 0.5

Tunisia 1970–81 7.0 1.1 1.4 0.2

Source: Berthelemy and Soderling 1999.

Table 2.4 
Sources of factor

productivity growth in
the G5, annual

averages, various years 
(percentage points)

Region, group, or country 1961–90 1961–79 1980–90

Sub-Saharan Africaa 0.71 0.82 0.49

G5 0.46 0.49 0.40

North Africa 0.63 0.53 0.76

Botswana 2.63 2.98 2.04

Malaysia, Indonesia, and Thailand 15.42 12.42 20.62

Korea, Rep. 25.28 19.68 34.96

a. Comprises 26 countries for which data are available; none of the G5 is included.

Source: Cho 2000. 

Table 2.5 
The effect of labour

reallocation on factor
productivity growth,

annual averages,
1961–90
(percent)
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structure—in terms of steady-state sectoral dynamism. Sub-Saharan economies (especially
the G14) can reach this level by 2025 if they attain and sustain annual per capita growth of
4.4%. That growth would also enable them to halve the share of people in poverty by 2015.
Adding a dynamic virtuous circle of growth, the G14 could attain structural maturity with
growth of 3.9% a year (and raise average income to $2,900 by 2025). 

A strategy of balanced growth 

To account for the strong sectoral interdependence between agriculture and industry, bal-
anced sectoral growth is recommended as a strategy for sustainable growth in African
economies. In other words, it would be more effective and efficient to balance policies to
include all sectors—so that economy-wide growth can gain the maximum from the virtu-
ous cycle of growth, including the positive externalities of sectoral growth. This balanced
growth strategy is supported by the experience of resource-based industrialization in
Malaysia, Indonesia, and Thailand, accompanied by sustained growth in agriculture. The
average annual growth rate of agriculture (in output per worker) is similar to that of the
industrial sector in these economies (table 2.6). 

Investment required 

The service sector in Africa appears to have reached a saturation point: the ratio of service
sector output to total products in Africa is similar to that in the advanced economies. 

Sub-Saharan economies need growth of 4.2% a year in output per worker in agricul-
ture to balance sectoral growth (and catch up with Malaysia, Indonesia, and Thailand).
That would require an incremental investment rate of 29% (about 17% without consider-
ing population growth) to be added to current investment for Sub-Saharan economies.

To catch up with Malaysia, Indonesia, and Thailand in industry, average growth in out-
put per worker needs to be 3% a year. An incremental investment rate of 25% should be
added to current investment to achieve resource-based industrialization. So for Sub-Saharan
economies to reach the combined goal of balanced sectoral growth and resource-based indus-
trialization, an aggregate incremental investment rate of 18% of GDP should be added to
the current investment rate (for the G14 the required investment rate is 39% of GDP). This
rate is similar to that required to achieve other development goals (table 2.7). 

Closing the savings gap 

Malaysia, Indonesia, and Thailand have steadily increased investment while Africa has
decreased it (except for a modest recovery in the G14 and G18 in the 1990s). From almost
similar levels in the 1970s, the gap between Malaysia, Indonesia, and Thailand and other
groups in Africa in the 1990s reached more than 10% (table 2.8). 

Similar to investment, domestic savings in all groups of African economies declined
(except for the G5 in the 1980s and the G14 in the 1990s), while that of Malaysia,
Indonesia, and Thailand showed a steady upward trend. The problem is not only that sav-
ings have declined in African economies, but also that they have declined more for poorer

Balanced sectoral
growth is
recommended as a
strategy for sustainable
growth in African
economies



performing groups. In the 1970s, 1980s, and 1990s domestic savings decreased by 4% of
GDP in the G5, 19% in the G14, and 44% in the G18. 

The gap between savings and investment has narrowed only in the relatively high per-
forming economies of North Africa and the G5. And in Sub-Saharan Africa, including
the G14, a gap of more than 10% has remained constant across periods, underscoring the
serious development financing challenges in these countries.

The G14 countries confront a residual development finance gap of 14–19% of GDP
each year—with the average domestic savings rate of 11% and official development

Transforming Africa’s economies to reduce poverty 15

Sector 1960–73 1974–80 1981–90 1991–96 1974–96

Agriculture

Contribution to GDP

Malaysia, Indonesia, and Thailand 

G14 37.7 34.7 33.8 32.7

Sub-Saharan Africaa 41.9 37.6 37.8 37.6

Annual growth rate

Malaysia, Indonesia, and Thailand 3.9 3.7 2.9 3.59 (3.60)

G14 2.8 2.5 3.2 2.81 (–0.57)

Sub-Saharan Africa 3.3 2.4 3.2 2.89 (0.44)

Industry

Contribution to GDP

Malaysia, Indonesia, and Thailand 21.4 32.6 35.6 40.9

G14 21.4 23.8 21.4 21.9

Sub-Saharan Africaa 20.7 22.6 23.6 25.0

Annual growth rate 

Malaysia, Indonesia, and Thailand 8.6 8.5 10.5 9.05 (2.70)

G14 3.1 2.7 3.5 3.06 (–0.55)

Sub-Saharan Africaa 4.9 3.3 2.0 3.45

Services

Contribution to GDP

Malaysia, Indonesia, and Thailand 42.5 40.8 44.7 44.4

G14 40.6 41.5 44.7 45.3

Sub-Saharan Africaa 37.3 39.8 39.1 37.3

Annual growth rate 

Malaysia, Indonesia, and Thailand 8.9 6.9 7.8 7.76

G14 5.0 3.3 4.4 4.14

Sub-Saharan Africaa 4.4 2.6 0.4 2.59

Note: Numbers in parentheses are average annual sectoral output growth rates per worker during 1980–96. 

a. Excludes G5 and G14 countries.

Source: Cho 2000.

Table 2.6 
Shares of sectoral

output and growth rate,
annual averages,

1960–96
(percent)
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assistance flows of 14% of GDP—to attain the development goals. The residual gap for all
of Sub-Saharan Africa (excluding the G5) is similar to that of the G14, with savings rates
of 14% and official development assistance flows of 12%. To the extent that official devel-
opment assistance has a downward trend, the G18, which has the highest aid dependence
ratio, is likely to face the severest financing challenge.

Required 
Required growth investment

Goal (percent) (percent of GDP)

Halve poverty 4.5 (15 years) 44 (15 years)

4.0 (17 years) 40 (17 years)

Maximize growth 3.9 44 

Achieve structural maturity by 2025 4.5 40–44

Balance sectoral growth 4.1 agriculture

and industrialization 3.0 industry 39 (aggregate)

Note: Required growth is growth rate of per capita GDP a year.

Source: Cho 2000.

Savings and investment 1974–80 1981–90 1991–96 (1994–96)

Domestic investment

Malaysia, Indonesia, and Thailand 25.9 29.7 36.3  (37.6)

North Africa 32.2 28.7 23.9  (23.0)

G5 28.1 25.3 23.9  (22.5) 32.6b

G14 21.7 18.2 19.8  (20.7) 20.5b

Sub-Saharan Africaa 19.8 16.2 13.7  (12.8) 14.2b

Domestic savings 

Malaysia, Indonesia, and Thailand 28.2 30.3 35.0  (35.8)

North Africa 23.0 22.1 20.3  (19.5)

G5 25.7 27.6 24.1  (23.9)

G14 11.4 7.6 9.2  (11.1)

Sub-Saharan Africaa 10.3 6.9 5.7  (6.6)

Gap between savings and investment

Malaysia, Indonesia, and Thailand 2.3 0.7 –1.4  (–1.8)

North Africa –9.2 –6.6 –3.6  (–3.5)

G5 –2.4 2.4 0.2  (1.4)

G14 –10.3 –10.6 –10.6  (–9.4)

Sub-Saharan Africaa –9.5 –9.3 –8.0  (–13.7)

Note: Investment in Sub-Saharan Africa excludes the Republic of Congo and Equatorial Guinea; investment in G14 excludes Mauritania. Savings in Sub-Saharan

Africa exclude Gabon and Mauritania.

a. Comprises 20 Sub-Saharan countries for which data are available; none of the G5 or G14 is included. 

b. Domestic investment is forecast for 15 years (estimated by Guillaumont, Guillaumont, and Varoudakis 1999).

Source: Cho 2000.

Table 2.7 
Required growth and
investment to achieve
sectoral growth and
resource-based
industrialization

Table 2.8
Domestic investment
and savings, 1974–96 
(percent of GDP)
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Africa’s domestic savings are thus far too low to sustain required investment and
growth at the levels needed to substantially reduce poverty, especially given the high pop-
ulation growth rate. The paucity of savings in Africa is due primarily to low incomes and
the preponderance of subsistence activities. Most empirical findings suggest that the most
important determinant of real domestic and private savings is real income. In Africa, par-
ticularly in the least developed countries, extremely low per capita incomes ($335 in 1990
and $690 in 1999) do not promote savings. For an economy under or around subsistence,
any extra income earned tends to go to consumption rather than savings. 
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Progressing towards 
sustainable growth and
poverty reduction

A frica’s economic transformation requires good economic performance (measured by
the Economic Policy Stance Index) over a long period (measured by the Economic

Sustainability Index). To track progress in performance and sustainability, countries are
ranked by their scores in each index, and countries from the top and bottom of the rank-
ings are examined more closely. Then cluster analysis is used to classify countries into three
relatively homogeneous groups: high (or good), middle (or fair), and low (or bad). The
rankings are also used to explore simultaneous movements in performance and sustain-
ability to shed light on their complementarity. 

Economic sustainability
Economic sustainability is an economy’s capacity to regularly produce outcomes that are
consistent with long-term structural change (or economic development). The Economic
Sustainability Index assesses a country’s medium- to long-term potential to produce and
maintain good economic performance, as measured by its sustained growth, human capi-
tal development, structural diversification, transactions costs, external dependency, and
macroeconomic stability. The index comprises 34 indicators. Each country receives a score
between 1 (low sustainability) and 10 (high sustainability) based on how it compares with
the average of three best performers in Africa.

The index scores show that economic sustainability of African countries is low, even
relative to the best performers in the continent (table 3.1). Of the 47 countries ranked, 24
scored below 3.5 (only half the best practice score of 7). And only five countries (Egypt,
Mauritius, Seychelles, South Africa, and Tunisia) scored above 5.

Seychelles, Tunisia, Egypt, South Africa, Mauritius, Morocco, Botswana, Lesotho,
Swaziland, and Algeria are the top 10—in that order. Three of them are relatively well
endowed with natural resources (Algeria, Botswana, and South Africa). Two are tropical
(Botswana and Seychelles). And three are land locked (Botswana, Lesotho, and Swaziland).
One common feature: most of them have enjoyed political stability for long periods, partly
explaining their success. The major exception is South Africa—and more recently, Algeria.
As expected the North and Southern Africa regions dominate the top 10. Indeed, except
for Seychelles, all these countries are from the two regions.

Chapter
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long period 
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The 10 worst performers, in ascending order, are Sierra Leone, Chad, Niger, Guinea-
Bissau, Burundi, Central African Republic, Uganda, Ethiopia, Mali, and Democratic
Republic of Congo. The group is made up of countries from Central, East, and West Africa
and has tropical countries with relatively low natural resource endowments (except
Democratic Republic of Congo). Six of the countries (Burundi, Chad, Ethiopia, Mali,
Niger, and Uganda) are land locked. 

Since there are several successful land-locked countries in Africa (Botswana, Lesotho,
and Swaziland) and elsewhere, the significance of this feature has to be explored further.
Most of the worst performers recently experienced political instability and civil war. Six are
to a varying degree subject to internal and cross-border conflicts (Burundi, Democratic
Republic of Congo, Ethiopia, Guinea-Bissau, Sierra Leone, and Uganda). Conflicts of
these kind and low levels of sustainability are highly correlated. 

Sustainability varies across regions as well (figure 3.1). It is highest in North Africa,
with a score of 5.79. Southern Africa is a distant second, with a score of 4.20. Central Africa
(3.44) and West Africa (3.20) fill the next two places. With a score of 3.12 East Africa
comes last, but only slightly behind West Africa. The regional ranking by Economic
Sustainability Index scores corresponds roughly to that by per capita income. 

Cluster analysis shows that eight countries with 20% of Africa’s population have the
highest potential for long-term development (figure 3.2). The “fair” cluster, with 19 coun-
tries, accounts for 30% of the population. The 20 “poor” performers have half the

Country Score Rank Country Score Rank Country Score Rank

Seychelles 5.62 1 Côte d’Ivoire 3.87 17 Madagascar 2.98 33

Tunisia 5.48 2 Gambia 3.86 18 Mauritania 2.94 34

Egypt, Arab Rep. 5.31 3 Kenya 3.69 19 Rwanda 2.90 35

South Africa 5.17 4 Ghana 3.67 20 Angola 2.89 36

Mauritius 5.12 5 Sudan 3.63 21 Guinea 2.89 37

Morocco 4.87 6 Congo, Rep. 3.60 22 Congo, Dem. Rep. 2.86 38

Botswana 4.84 7 Senegal 3.56 23 Mali 2.86 39

Lesotho 4.70 8 Zambia 3.48 24 Ethiopia 2.81 40

Swaziland 4.42 9 Togo 3.45 25 Uganda 2.78 41

Algeria 4.35 10 Cape Verde 3.44 26 Central Africa Rep. 2.76 42

Zimbabwe 4.27 11 Mozambique 3.44 27 Burundi 2.74 43

Equatorial Guinea 4.17 12 Nigeria 3.32 28 Guinea Bissau 2.71 44

Cameroon 4.02 13 Malawi 3.20 29 Niger 2.48 45

Tanzania 4.01 14 Burkina Faso 3.18 30 Chad 2.47 46

Namibia 3.93 15 Benin 3.04 31 Sierra Leone 2.25 47

Gabon 3.89 16 Comoros 3.03 32

Source: Economic Commission for Africa.

Table 3.1
Economic Sustainability

Index scores and
ranking by country,

1999



continent’s people. That a fifth of the continent’s population lives in relatively more sus-
tainable countries is encouraging. But that half of Africa’s people reside in countries with
low economic sustainability means much remains to be done.

Progress since 1987 is encouraging. Africa’s Economic Sustainability Index score improved
by 4.8%. Of the 20 countries that registered positive changes, 18 saw increases of more than
10%. Seven countries saw a decline of more than 10% (Angola, Comoros, Democratic Republic
of Congo, Gabon, Rwanda, Sierra Leone, and Zambia). At the regional level West Africa scored
the highest increase (12.3%), followed by North Africa (7.8%), and East Africa (4.3%). Southern
Africa suffered a decline of 6.9%, Central Africa 2.8%. 

All countries that recorded more than a 20% increase started from a low score (3 or
less). This group includes seven countries: Benin, Chad, Ethiopia, Ghana, Mali, Senegal,
and Uganda. Indeed Benin—with a score of only 1.9 for 1987—was the lowest ranking
country for that year. The annual improvement for this group ranges from 4% for Benin to
1.5% for Ghana. These results are consistent with socio-economic developments in these
countries, such as deep economic reforms that directly affected the components of the
index. And Chad, for example, ended a long civil war.

Central EastNorth South West

Source: Economic Commission for Africa.
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At the other extreme seven countries that recorded a relatively substantial deterioration
in their economic sustainability (10% or more) started from a relatively high index score (more
than 3). Zambia suffered the largest deterioration, with a decline of 1.9% a year. Once again
these results are consistent with the socio-economic developments in these countries, such as
civil conflicts, with Zambia’s misfortunes largely a result of economic management problems.

Economic policy stance
The Economic Policy Stance Index confines itself to macroeconomic policy, combining
seven indicators covering fiscal, monetary, and exchange rate policies. As in the Economic
Sustainability Index, countries are scored from 1 to 10 on how they compare with the con-
tinent’s best performers. Data allowed for scoring of 21 African countries. 

Mozambique earns the top score, bolstered by strong performance across the board
(table 3.2). Uganda is second, having made significant progress towards liberalization in
recent years (box 3.1). South Africa, Gabon, and Namibia round out the top five—they are
also the three best performers in per capita income. Sierra Leone, Angola, Central African
Republic, Kenya, and São Tomé and Principe have the lowest scores, mostly because of
civil conflict and economic mismanagement.

Across regions East Africa comes out ahead with a score of 5.84, followed by North
Africa’s 5.81 and Southern Africa’s 5.57. Central Africa scored 5.19, while West Africa
places last with 5.04 (figure 3.3). Because scores were obtained only for half the African
countries, regional scoring may be distorted. Only in the Central and Southern regions were
scores available for at least half the countries.

Cluster analysis shows that the “good” cluster consists of just three countries. The pop-
ulation share of each cluster is broadly similar, with the “good” cluster accounting for 37%
of the population, the “fair” cluster 33%, and the “poor” cluster 30% (figure 3.4). On the
basis of cluster analysis, then, the outlook for policy appears more optimistic than that for
economic sustainability.

Country Score Rank Country Score Rank Country Score Rank

Mozambique 6.66 1 Congo, Rep. 5.67 10 Lesotho 5.04 18

Uganda 6.32 2 Mauritius 5.64 11 Madagascar 4.90 20

South Africa 6.11 3 Gambia 5.56 12 Ethiopia 4.89 21

Gabon 5.89 4 Zimbabwe 5.56 12 Sierra Leone 4.83 22

Namibia 5.89 4 Chad 5.17 14 Angola 4.80 23

Equatorial Guinea 5.82 6 Cape Verde 5.14 15 Central African Rep. 4.71 24

Egypt, Arab Rep. 5.81 7 Cameroon 5.14 15 Kenya 4.36 25

Swaziland 5.78 8 Zambia 5.11 17 São Tomé

Tanzania 5.68 9 Guinea 5.08 18 and Principe 4.27 26

Source: Economic Commission for Africa.

Table 3.2
Economic Policy

Stance Index scores
and ranking by 
country, 1999

The outlook for policy
appears more

optimistic than that for
sustainability
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This year’s report introduces an Expanded Economic Policy Stance Index that com-
bines the quantitative aspects of policy stance with the results of the Country
Sustainability Assessment Survey completed in 21 African countries. The qualitative
assessment allows for an Economic Policy Stance Index with greater breadth than one
based solely on quantitative data. For example, the survey information covered policy tar-
geting of women and the poor, the effectiveness of property rights, and the independ-
ence of central banks. The survey drew from a sample of government employees and
officials, members of the business community, resident employees of international organ-
izations, resident employees of non-governmental organizations (NGOs), academics,
and independent professionals. 

Not surprising, of all groups surveyed government officials have the highest confidence
in their country’s economic policies, followed by employees of international organizations.
Members of the business community are next, showing their growing belief in the serious-
ness of policy-makers’ efforts to facilitate a business-friendly environment. This result bodes

Uganda has been implementing a successful programme of reforms since 1987, with strong

support from multilateral and bilateral donors. The impact of the combination of government-

led reform and development assistance has resulted in a drop in poverty. In 1992 nearly 56%

of Ugandans were below the poverty line. By 1996–97 this figure had fallen to 44%. 

Sound macroeconomic policies produced high growth rates, a steadily improving balance

of payments, and a dynamic private sector. From 1994 to 1998 real GDP growth averaged 8%

a year; inflation dropped to 5% a year during 1994–97. Although in 1997–98 heavy rains dam-

aged agricultural production and exports, reducing real GDP growth to 5.5%, inflation stayed

at 5.8%. 

The government’s prudent fiscal and monetary policies, together with a programme of eco-

nomic liberalization, was so successful that in April 1998 Uganda became the first country to

reach its completion point under the Heavily Indebted Poor Countries (HIPC) debt relief initia-

tive. Debt relief through the HIPC initiative is $629 million ($357 million in net present value terms),

which will cover about 54% of debt servicing to the International Development Association each

year for the next 20 years. Debt service relief from all of Uganda’s creditors is about $1.3 billion

($660 million in net present value, or about two-fifths of external debt). Including the $650 mil-

lion in the original HIPC, total debt service relief under the enhanced HIPC initiative will yield

roughly $2 billion. By reducing Uganda’s debt-service obligations the enhanced debt relief will

free resources for poverty reduction.

Uganda is considered a best practice country because it has promoted good governance

by establishing such institutions as the Ministry of Ethics and Integrity, the Auditor General’s

Office, and the Office of the Inspector General of Government. The government has also

designed new regulatory structures for procuring goods and services, in 1999 it started a pro-

gramme to improve service delivery through results-oriented management and outcome-

oriented budgeting programs. The combination of good governance, sound economic policies,

and effective state regulation of the market process makes Uganda a model case.  

Source: IMF 2000a, b. 

Box 3.1 
How Uganda achieved
growth and poverty
reduction

Government officials
have the highest
confidence in 
their country’s
economic policies
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well for Africa’s future competitiveness and growth. In contrast resident employees of NGOs
have the least confidence in the effectiveness and predictability of government policies.

The respondents assessed macroeconomic policies, particularly with regard to liberal-
ization, as good. The three highest rated categories were monetary policy, exchange rate
policy, and macroeconomic policy coordination. Conversely, respondents rated the civil
services as the worst aspect of government policy performance. This perception reflects the
continuing problem of unreformed civil services in the continent. Property rights and effec-
tiveness of the legal system were the next worst scoring categories, indicating the weakness
of the law as a mechanism for resolving disputes in many countries. But this is explained
in part by the relative difficulty of designing and implementing policies in these areas. Also
of note is a high opinion of countries’ gender policies. It appears that the idea of gender
equality has gained currency among policymakers.

The Expanded Economic Policy Stance Index scores and the corresponding country
groups (good, fair, and poor) were obtained by cluster analysis. The all-sample average score
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Source: Economic Commission for Africa.
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of 4.27 suggests that reform has to deepen further, particularly in civil service, property
rights, the legal system, and pro-poor orientation (table 3.3). 

Sustainability and policy stance
Sustainability and good policy stance are positively correlated (table 3.4). Similarly, all
income variables are significantly correlated with sustainability. The correlations between
sustainability and per capita income are particularly high, and the relationship between the
change in sustainability in 1987–99 and income growth during the same period is very

Expanded Expanded index Expanded Expanded index 
Country index cluster Country index cluster

Botswana 8.00 Good Niger 4.00 Fair

Namibia 7.00 Good Nigeria 4.00 Fair

Swaziland 7.00 Good Senegal 4.00 Fair

Mali 6.00 Good Togo 4.00 Fair

Mauritius 6.00 Good Zambia 4.00 Fair

Mozambique 6.00 Good Central African Rep. 3.00 Fair

Uganda 6.00 Good Kenya 3.00 Fair

Lesotho 5.00 Good Burundi 2.00 Poor

Malawi 5.00 Fair Liberia 1.00 Poor

Benin 4.00 Fair Sudan 1.00 Poor

Ethiopia 4.00 Fair All-sample average 4.27 Not applicable

Source: Economic Commission for Africa.

Table 3.3 
Expanded Economic
Policy Stance Index,
1999

Medium-term Economic
change in Economic Economic Policy Per Per
Economic Sustainability Sustainability Stance capita capita 

Sustainability Index Index Index income income
Index 1999 1987 1999 1987 1999

Economic Sustainability Index, 1999 0.13a

Economic Sustainability Index, 1987 –0.42 0.87

Economic Policy

Stance Index, 1999 0.09a 0.49 0.48

Per capita income, 1987 –0.07a 0.76 0.74 0.44

Per capita income, 1999 –0.04a 0.72 0.66 0.35a 0.96

Ten-year per capita

income growthb 0.76 0.37 0.16a 0.11a 0.32 0.28

Note: The correlation coefficients are significant at 5% or less. 

a. The correlation coefficient is not significant at 5 percent.

b. Refers to the average annual growth rate in real GDP per capita during 1988–97. 

Source: Economic Commission for Africa. 

Table 3.4
Correlation matrix—
change in indexes and
income, 1987 and 1999
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strong. In contrast per capita income levels are uncorrelated with the medium-term change
in sustainability. The results suggest that countries with high income growth are more likely
to achieve economic sustainability than countries with low income growth. It also implies
that policies that promote income growth can help improve sustainability.

Countries that improved their Economic Sustainability Index from 1987 to 1999 did
not necessarily have high incomes or high sustainability to begin with. In fact, the negative
correlation between the Economic Sustainability Index 1987 and change in the index shows
that countries with a low starting index improved more than those with a high starting
index. The implication, then, is that there is potential for progress in the 21st century.

Although countries score better on the Economic Policy Stance Index than on the
Economic Sustainability Index, there is no necessary correlation between policy stance and
growth performance. Countries that score high on the Economic Policy Stance Index do
not have sustained GDP growth rates. These findings tally with the observations in chap-
ter 2 and point to the need for a broader approach to policy selection and strategies
consistent with a country’s starting conditions.

Countries with high
income growth are
more likely to achieve
economic sustainability
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Turning obstacles into assets

A country’s growth rate depends among other things on endowments, institutions,
macroeconomic stability, an outward orientation, and financial market develop-

ment. Indeed, the empirical and theoretical literature on growth and development has iden-
tified at least 62 statistically significant explanatory variables influencing the growth
performance of different economies. Of these, three have consistently been reported as
significant. 

• Real per capita income, reflecting the country’s stage of development and capturing
the idea of convergence over long periods of time. 

• Life expectancy at birth, reflecting the health dimension of human capital. 
• Primary school enrolment ratio, reflecting the educational dimension of human

capital. 

While necessary as determinants, these three are not sufficient to ensure high and robust
growth and development. 

There is general agreement among economists on the critical importance of “path
dependence” to long-run growth. That is, “what eventually happens to an economy depends
greatly on the point of departure. There is mounting evidence that large qualitative differ-
ences in outcomes can arise from small, and perhaps accidental, differences in initial con-
ditions and events” (Mkandawire and Soludo 1999, p. 1).

Initial conditions are important in choosing policies. Policies not derived from or
anchored to initial conditions may have unintended outcomes. Initial conditions govern
and direct policies appropriate to circumstance, to speed of implementation, and to
sequencing (which policy is implemented first, second, and so on). 

Given the diversity of initial conditions and the diversity of Africa, this chapter singles
out income, institutions, the political environment, and human capital as the most critical
contributors to Africa’s development. The daunting challenges in these areas must be
addressed if the continent is to claim its rightful place in the global economy and emanci-
pate its people from poverty. Africa has great natural resources and a large internal market.
Above all it has the advantage of a late comer on the technological scene. With the right
type of human capital investments in basic health and education, institutional renovation,
and political commitment, there is every reason for Africa to move out of poverty onto a
trajectory of sustained growth and development. 

Chapter

4
Income, institutions,
the political
environment, and
human capital are 
the most critical
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Africa’s development
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Initial income
Africa starts the 21st century as the poorest, the most technologically backward, the most debt
distressed, and the most marginalized region in the world. It accounts for 12.5% of the world’s
population but produces only 3.7% of global GDP (table 4.1). Even though it exports no less
than a fifth of its GDP annually, it accounts for 1.5% of the global trade in goods and services.

In 1998 Africa’s 778 million people produced goods and services worth $535 billion
in 1990 prices. This amounts to a per capita income of $688 a year, or $57 a month, rang-
ing from a high of $5,972 for Seychelles to a low of $92 for Mozambique. 

At the regional level North Africa has the highest GDP, $216 billion, and a per capita
income of $1,266, followed by Southern Africa’s $157 billion GDP and $1,388 per capita
income. Central Africa has the lowest GDP at $27 billion, and per capita income of $937.
East Africa, with a GDP of $42 billion, has the lowest per capita income, at $177. 

Italy’s 58 million people have a GDP more than twice Africa’s. The 9 million Swedes
produce more goods and services than North Africa’s 170 million people do. The 46 mil-
lion people in the Republic of Korea produce almost as much as the five largest African
economies, as well as all of Sub-Saharan Africa. 

Africa’s GDP also contrasts unflatteringly with the largest multinational corporations
in the world. The four largest multinationals (ranked by sales)—General Motors, Ford
Motor Company, Mitsui & Company, Royal Dutch/Shell—had a combined revenue of

Per Density per 
Number GDP capita square kilometer

Region or of Population (billions of GDP GDP a

country countries (millions) dollars) (dollars) Population (dollars)

North Africa 7 170 216 1,266 18 23,263

Sub-Saharan Africa 46 607 319 526 29 15,158

Sub-Saharan Africa, 

excluding South Africa 45 566 203 358 28 10,150

G5 5 290 316 1,090 49 52,896

Africa excluding G5 48 488 219 449 20 8,992

Africa 53 778 535 688 26 17,639

Italy 1 58 1,171 20,190 196 3,900,000

Spain 1 39 552 14,151 79 1,100,000

Sweden 1 9 227 25,222 22 5,000,000

Korea, Rep. 1 46 298 6,478 470 3,000,000

a. Per capita GDP times population per square kilometer.

Source: For African countries, Economic Commission for Africa; for other countries, World Bank (1998b).

Table 4.1
Income and population

at the end of the 
20th century
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$593 billion in 1997, compared with Africa’s GDP of $518 billion. The sixth ranked com-
pany (Itochu Corporation of Japan) had sales revenue ($118 billion) greater than Africa’s
largest economy (South Africa at $115 billion) in 1997 (UNCTAD 1999).

Investment
Accumulating physical and human capital leads to higher per capita incomes. In recent
years there has been concern about the low investment in Africa. But several African
countries engineered an investment transition before the early 1980s. An investment
transition is a sustained increase in the investment rate (investment to GDP ratio) of five
percentage points or more. A sample of developing countries yields 47 episodes of such
transitions, 25 of them in Africa. Fifteen of Africa’s transitions occurred before 1973,
nine between 1973 and 1979, only one in the 1980s (Rodrik 1999).

Countries that experience an investment transition go from a growth rate of 0.8
percentage point less than world average to one 1.4 percentage points more than the
average—an increase of 2.2 percentage points. Only a few African countries were able
to preserve these growth gains in the wake of the external shocks of the early 1970s,
and most African countries saw their gains reverse while the investment rate remained
high. 

Why did this happen? A couple of reasons. Africa had no social institutions to resolve
conflicts arising from external shocks. And first-generation economic reforms led to a
decline in investment rates in Africa (see, for example, Elbadawi 1992). Africa contin-
ues to be undercapitalized. Investment has declined for all regions (table 4.2). While
almost all 35 countries in the sample recorded a decline between the first period and the
end period, some recorded an increase in the second period before recording a decline.
Six recorded an increase in the investment rate. Uganda moved from 7.6% of GDP in
1974–80 to 15.6% in 1991–96, Ghana from 9% to 16.1%, Mali from 15.9% to 24.2%,
The Gambia from 18.2% to 20.5%, São Tomé and Principe from 24.9% to 51.6%, and
Lesotho from 28.7% to 87.9%.

Location 1974–80 1981–90 1991–96

North Africa 36.4 30.1 24.2

West Africa 22.2 14.8 17.6

Central Africa 31.9 26.0 20.0

East Africa 14.9 14.7 14.6

Southern Africa 27.1 22.7 17.6

Africa 28.5 23.9 20.2

Sub-Saharan Africa 24.4 19.8 17.4

Source: Economic Commission for Africa, based on World Bank (1998b). 

Table 4.2
Investment rates in
Africa, 1974–96 
(percent)

Several African
countries engineered an
investment transition
before the early 1980s
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Inefficient investment has also been a problem. In countries with declining per capita
growth over the past three decades, the incremental output to capital ratio—a rough proxy
for the productivity of investment—was lower on average than in countries that were grow-
ing. Increasing productivity and allocative efficiency will allow African countries to better
use their limited resources. To the extent that this and other resource allocations can be
accomplished quickly, countries could begin to grow without immediate increases in
savings and investment. 

Institutions and good governance
With only 50 years of experience as modern societies, African countries have experimented
with governance regimes ranging from the totalitarian extreme to the liberal democratic.
The attributes of the state—economic management, the rule of law, and the respect for pri-
vate property—have been informed and influenced by the ideology of the day. 

All well-functioning market economies are embedded in a set of non-market institu-
tions. Three types of market-supporting institutions are especially pertinent to Africa:
property rights, regulatory institutions, and conflict management institutions. 

Property rights

Secure and stable property rights have been key elements of modern economic growth.
Entrepreneurs have little incentive to accumulate and innovate unless they control the
return to the assets that they produce or improve. Formal property rights do not count for
much if they do not confer control rights. And establishing secure control rights is rarely a
matter of just passing legislation (Rodrik 2000). Control rights are upheld by a combina-
tion of legislation, private enforcement, and custom and tradition. They may be distributed
more narrowly or more diffusely than property rights. And property rights are rarely
absolute, even when set formally in law. Each society decides the scope of property rights
and the restrictions on their exercise. 

Regulatory institutions

Markets fail when participants engage in fraudulent or anticompetitive behaviour. They
also fail when transaction costs prevent them from internalizing technological and other
non-pecuniary externalities. And they fail when incomplete information results in cheat-
ing or poor selection of investments. In African countries with pervasive market failures,
regulatory institutions may need to go beyond antitrust measures, financial and banking
supervision, aviation authorities, and communication commissions (box 4.1).

The biggest challenge for regulatory design is achieving political independence and
autonomy and introducing rules to ensure accountability. Regulators should be appointed
on the basis of professional rather than political criteria and should have formal protection
from arbitrary removal from office. The appointment process should involve the executive
and legislative branches to ensure proper checks and balances.

Countries could 
begin to grow without
immediate increases 

in savings and
investment
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To be autonomous, regulatory agencies must first have their own resources—from their
own funding sources. Relying on budgetary transfers controlled by politicians can threaten
regulators’ independence. One common way of funding is through levies on regulated firms.
The levies can be viewed as user fees. But autonomy must go beyond financing to staffing,
so that agencies can recruit staff with high expertise 

Accountability requires transparency in the regulatory agency’s decision-making. It
also requires clear, simple procedural rules. The rules should set deadlines for decisions
and permit the removal of regulators in cases of proven misconduct. There should be
detailed justifications and non-political reviews of decisions to ensure that all concerned
parties have the opportunity to express their views in public hearings and to appeal
decisions.

Like many African countries Mali and Senegal suffer from customs fraud. But in the 1990s they

were able to reduce this crime. 

Mali saw swift and early trade liberalization, but progress in customs procedures has been

slow. In Senegal trade liberalization and improvements in customs procedures addressed cer-

tain classic determinants of fraud, such as high taxation, low wages, and broad discretion of

customs officials. National political considerations have been important in both countries. In

1991 Mali ushered in a new government fully committed to reform (and less hindered by past

political alliances), and civil society is holding government officials accountable for their actions.

In Senegal a pro-liberalization business lobby has developed alongside groups that still use their

political influence to avoid paying import taxes. 

An interesting study uses econometric tests to show which institutional conditions reduce

fraud. Following standard principal-agent models of corruption, the study considers three poten-

tial determinants of fraud in the Malian and Senegalese customs administration. First, do higher

import taxes increase the incentive to engage in fraud? Second, do customs procedures allow

customs officials to change the tax on an import without risk of detection? Third, are customs

officials’ wages high enough to deter corruption? 

The results: protectionist trade policies promote customs fraud by increasing the incentive

for private citizens to engage in illegal behaviour and for customs officials to abuse their office for

personal pecuniary gain. Donors need to support institutional reforms that reduce customs offi-

cials’ discretion and improve opportunities for monitoring. Hiring a preshipment inspection com-

pany can help reduce fraud when accompanied by reforms that ensure that the company has

access to the proper information. To achieve this Mali and Senegal have computerized customs. 

In Mali and Senegal non-wage current expenditures in the customs administration are too

low to provide customs officials with the basic necessities for their job, such as cars with fuel.

Mali and Senegal could expect high returns (in revenues generated) if budgetary allocations were

made for increased operating expenditures.

Donors need to realise that customs fraud is a product not only of problems specific to the

customs administration but also of national political and institutional failures. Strategies to

reduce corruption will face difficulties unless supported by broader political change.

Source: Stasavage and Daubree 1997. 

Box 4.1 
How Mali and Senegal
reduced fraud in 
customs administration

Regulatory agencies
must first have their
own resources—
from their own 
funding sources
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Conflict management institutions 

Societies differ in their societal divisions. Some have ethnically and linguistically homoge-
nous populations and a fairly egalitarian distribution of resources. Others have deep cleav-
ages along ethnic or income lines. These divisions can hamper social cooperation and
engender social conflict. Healthy societies have a range of institutions that help resolve con-
flicts: laws, a judiciary, free elections, social insurance, social partnerships, representative
political institutions, independent trade unions, institutionalized representation of minor-
ity groups. These institutions warn people that gains from social conflict will be limited and
that losers will not be expropriated. The institutions tend to increase the incentives for social
groups to cooperate by reducing the payoff to socially uncooperative behaviour.

In the early post-independence era peace and stability emerged in several African coun-
tries. But the peace did not last and soon gave way to military coups, civil strife, and armed
conflicts—all sharply increasing uncertainty and diminishing the expected profitability of
investments. Studies have found that political, social, and government instability raised the
investment risk in the poor-growth African countries and therefore was a disincentive for
foreign investors (Collier, Hoeffler, and Patillo 1999).

Civil conflicts affect economic activity. They destroy physical and human capital, reduce
savings, divert portfolios from domestic investment to capital flight, disrupt economic trans-
actions, and distort government expenditure from public services to military expenditure. The
combined impact is likely to be on the growth rate of the economy rather than a once-and-
for-all reduction in output. Reduced growth, even if the inequality in the distribution of income
and wealth remains the same, would increase poverty. This vicious cycle of conflict and poverty
feeds on itself in a downward spiral. It is in this respect that countries emerging from conflict
need special handling in the design of their development programs (box 4.2).

The most frequent form of conflict is civil war. In 1960–96 there were 28 civil wars in
various parts of the world, half of them (and some of the longest—Mozambique and Sudan)
in Africa. According to the records of the Organization of African Unity (OAU 1998), 26
conflicts erupted in Africa between 1963 and 1998, affecting 474 million Africans, or 61%
of the population. No region was spared. East Africa had the highest percentage of affected
people (79% of the population, 189 million), followed by Central Africa (73%, 21 million),
West Africa (64%, 144 million), and North Africa (51%, 87 million). Southern Africa
recorded the lowest percentage (29%, 33 million).

Human capital
Globalization places a high premium on scientific and technological capacity to innovate
and adapt and to increase productivity and competitiveness. Growth in the knowledge-
driven economy is predicated on a labour force that is healthy and well endowed with
knowledge and skills. And despite the progress in education and health in Africa over the
past half century, both the volume and quality of human capital are widely acknowledged
as grossly insufficient to meet the challenges of the 21st century. 

Countries emerging
from conflict need
special handling in 
the design of their

development programs
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Health

Most African countries confront serious public health challenges, such as the HIV/AIDS
pandemic, malaria, and the resurgence of tuberculosis. And much remains to be done to
eradicate preventable diseases and chronic protein and micronutrient malnutrition. The
health disadvantages of African countries reduce wages and productivity (Strauss and
Thomas 1998). Improving the health of the African people may be one of the most effective
contributions to economic growth.

Traditionally poor health conditions in Africa have been attributed to budget con-
straints, deteriorating and antiquated health care systems, civil conflicts, large-scale
human migrations, climatic and environmental changes, and increasing resistance to
insecticides and drugs. A more recent reinterpretation also acknowledges the environ-
mental determinism of geography. According to Sachs (1999) if it “were true that the poor
were just like the rich but with less money, the global situation would be vastly easier than
it is. As it happens, the poor live in different ecological zones, face different health con-
ditions, and must overcome agronomic limitations that are very different from those of

Contrary to popular belief, in the past 40 years Africa has not had many more civil war “starts”

(onsets) than other regions. Civil war starts are measured by the proportion (in percentages) of

all observations (for each country for each year) of a civil war start during the period covered (in

this case, 1960–99). Africa scored 8% while other developing countries scored 7%. The prob-

ability of onset of civil war in Africa is similar to that in other developing countries. 

The structure and performance of African economies—low per capita income, slow GDP

growth, fast population growth, and high dependence on primary commodities—increase the

risk of conflict. But Africa’s social structure decreases the risk of conflict relative to other devel-

oping countries. African countries are ethnically and religiously diverse, reducing the occurrence

of ethnic dominance. Political factors, such as weak democratic institutions and a lack of polit-

ical and civil rights, increase the risk.

Conflict can affect an economy in different ways:

• Destroying vital physical and human resources.

• Causing social disorder, which increases the “cost of doing business” as private citizens

divert scarce resources to protection and self-insurance.

• Diverting public expenditure from output-enhancing activities. 

• Encouraging people to move assets (human, physical, and financial capital) out of the country.

During civil wars GDP adjusts to mirror the deterioration of the economic environment—and the

effects are on the growth rate of GDP, not just the level. A recent study found that a year-long

civil war reduces the annual growth rate of per capita GDP by 0.22 percentage points. Another

recent study investigated the impact of civil conflicts on GDP in Uganda, revealing that civil wars

shrink high-value-added sectors and enhance low-value-added sectors. This is exactly the

opposite of what countries need to structurally transform an economy and enable sustainable

growth. 

Source: Collier and Hoeffler 2000a,b; Elbadawi and Sambanis 2000a,b; Collier and Binswanger 1999; Imai

and Weinstein 2000.

Box 4.2 
Civil conflict hinders
structural transformation

Improving the health of
the African people may
be one of the most
effective contributions
to economic growth
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rich countries. These differences, indeed, are often a fundamental cause of persisting
poverty.” 

Scientific and technological capacity

Africa has yet to produce a critical mass of skilled and highly trained workers capable of
initiating and sustaining a dynamic development path. Africa’s capacity to generate knowl-
edge and participate in the knowledge society has continued to decline. This has exacer-
bated the asymmetry between rich and poor and the imbalance in the structure of global
governance, widening the gap between the “connected” world and “isolated” Africa
(Economic Commission for Africa 1999b).

The scientific and technological capacity of nations is measured by such indicators as
total expenditure on research and development and number of science and technology per-
sonnel, scientific publications, and registered patents (UNESCO 1998b). Africa’s research
and development expenditure amounted at most to $4.2 billion in 1994 (0.9% of the world
total). The share of Sub-Saharan Africa, including South Africa, was only $2.3 billion
(0.5% of the world total). According to the latest information Africa’s share in total scien-
tific publications was less than 1.5% in 1995, and Sub-Saharan Africa’s was 0.8%. Africa’s
share was a mere 0.2% in European patents in 1995 and only 0.1% in U.S. patents.

Higher education

Scientific work generates demand for higher education and technical expertise. The crisis
in Africa’s human capacity is further compounded by the fact that fewer than 10% of high
school graduates advance to institutions of higher learning. 

According to UNESCO (1998a), only four countries in Africa had more than 1,000
university students per 100,000 people in 1996: Egypt (1,900), South Africa (1,664),
Tunisia (1,330), and Algeria (1,236). Another way to look at this is to analyse the per-
centage of people in a country who attend university. In 1996 only 0.06% of Ethiopians
and only 0.08% of people in Burkina Faso were enrolled in universities. Compare that with
6% of people in the Republic of Korea and 3% in Chile. 

Another useful statistic is the absolute number of students by field of study at univer-
sities, particularly in engineering and natural and medical sciences. The differences between
Ethiopia and Korea, which had similar populations and resources in 1960, are stark—as are
those between Nigeria and Indonesia (table 4.3). 

Natural sciences Engineering Medical sciences

1960 1996 1960 1996 1960 1996

Ethiopia 106 1,730 257 3,393 46 2,080

Korea, Rep. 8,802 100,120 7,838 454,033 6,712 128,619

Nigeria 488 41,504 28 22,080 78 22,121

Indonesia 1,351 25,124 3,245 293,946 4,560 44,678

Source: UNESCO 1970, 1998b.

Table 4.3 
Number of university

students in the sciences
in countries with similar

populations and
resources

Africa has yet to
produce a critical mass

of skilled and highly
trained workers
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Another problem is Africa’s paucity of employment opportunities, which drives its few
highly trained workers to choose work abroad. Recent data show that the number of unem-
ployed university graduates is large and growing. For example, Algeria in 1995 had three
times more unemployed university graduates than new graduates (ILO 1999; UNESCO
1998a). As a result 32,557 new graduates of the class of 1995 entered a labour market with
a pool of 96,830 unemployed university graduates of earlier years. In 1980 Madagascar had
about 1.5 times more unemployed university graduates than new graduates, and Ethiopia
had more than 4 times as many. 

The exodus of doctors has been even more striking in the past two decades. More than
21,000 Nigerian doctors are practising in the United States, and 60% of Ghanaian doctors
left their country. In 1978 Sudan lost 17% of its doctors, 20% of its university lecturers,
30% of its engineers, and 45% of its surveyors (UNDP 1998).
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Setting the new 
development agenda

The challenges to Africa’s development do not preclude rapid and sustained growth.
Instead they point to the tasks ahead for Africa to develop and eradicate poverty.

Growth and development can happen if African governments and their development part-
ners work hard to reverse the long-term constraints and structural factors behind the
continent’s poor economic performance.

The development challenges facing most African countries at the dawn of the new cen-
tury are complex and multidimensional—involving economic, sociocultural, political, and
environmental factors that cannot be adequately addressed through separate and isolated
interventions. In human development, socio-economic indicators have worsened, reflect-
ing greater numbers of people in poverty and higher inequality than in other regions.
Compounding this are high population growth rates, which combine with low incomes to
lower per capita income growth rates and create high dependency ratios (World Bank
2000a).

An important consideration in formulating a development strategy for Africa is adopt-
ing a comprehensive approach that addresses all the key issues in a coordinated manner.
The goals of development must go beyond the relatively narrow objective of increasing per
capita income to include poverty reduction, equity, and social development. Every African
country will need a strategy that suits its sociopolitical and economic circumstances. 

The national goals and objectives are clearly identifiable: 

• Reduce poverty.
• Increase incomes and reduce income inequalities.
• Substantially increase investment in human and physical capital.
• Diversify the structure of African economies.
• Create an environment for growth and development by strengthening governance,

economic management, and conflict resolution. 

Interventions should be chosen if they benefit all segments of a society’s growth, employ-
ment, and poverty reduction. There should also be an appropriate mix of government and
private interventions in areas where, due to market imperfections and failures, the state
needs to intervene. 

Chapter

5
Interventions should

benefit all segments of
a society’s growth,

employment, and
poverty reduction



“
”

36 Setting the new development agenda

Broad-based and equitable growth
To make a significant reduction in poverty by 2015, Africa needs to sustain growth rates
of at least 7% annually, far higher than the 2% growth attained by many African countries
in the 1990s (Economic Commission for Africa 1999c). What policies can achieve more
dynamic, equitable, and sustainable growth? 

Fostering private sector development as the principal engine of growth is important.
But high transaction costs and the perceived uncertainties of doing business in the conti-
nent have constrained private investment. To reverse this, Africa must promote an enabling
environment for private sector development that would:

• Engender confidence in the sustainability of appropriate macroeconomic policies.
• Create and maintain a transparent, even-handed, and efficient legal environment for

enforcing contracts, competition, and bankruptcy and commercial laws. 
• Protect property rights and ensure that the necessary infrastructure and qualified labour

are available.
• Create a regulatory framework to promote competition and prevent monopolistic

practices.

It will take time to mobilize resources while engaging all the key players. And given the
resource endowments of African economies, countries will inevitably continue to depend
on the expansion of resource-based production in the near future. 

Primary production and manufacturing exports have unexploited potential (Wood
and Mayer forthcoming). This means that export production and growth can be
increased relatively quickly if African countries remove the constraints that impede the
exploitation of this potential—by upgrading infrastructure and allowing economic
agents to operate efficiently and competitively. Increasing output in the primary sector
and in manufacturing would increase the surplus for more investment by generating
more output.

The strategy should be to maximize growth in the short to medium terms while lay-
ing the foundation for long-term sustainable growth—such as by investing in education
and skills development. 

Boosting savings and investment
Increasing investment is important for productivity growth because investment can provide
more productive technologies and higher skill levels, usually embodied in new plants and
equipment. Both private and public investment will have to increase to exploit the com-
plementarities and synergies important for growth. According to estimates of the Economic
Commission for Africa (1999c), Sub-Saharan Africa’s investment gap is 23%. 

Raising domestic savings, a critical component of Africa’s development strategy, must
be seen in the broader perspective of increasing incomes. There must be mechanisms to

Raising domestic
savings must be seen 
in the broader
perspective of
increasing incomes
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ensure that the mobilized savings are used where they yield the most growth benefits to the
economy—such as investing in plants and equipment, not in real estate and idle land.

The unavailability of financing will continue to constrain higher investment in the
short and medium terms. And attaining the needed investment rates will initially require
measures to attract foreign savings—both public and private. 

Of all regions Africa has the largest share of its wealth held overseas by its residents.
Repatriating these resources can substantially add to the financing available and reduce the
reliance on foreign financing. Countries must thus undertake measures to stem and reverse
capital flight. Institutional, economic, and political reforms that reduce risk and increase
the returns on savings and investment are essential.

Human capital development
Low investments in education and health are major impediments to growth and develop-
ment. A first step to modernize investments in human capital is to increase the shares of
government budgets targeted to these sectors, complemented by private investment.
Investing in education will enable Africa to attract private investment, to adopt and develop
modern technologies, and more important, to learn, accept, and engender the change that
must come with development. Investing in health will ensure a productive labour force.
Malaria and tuberculosis continue to pose major challenges, as does HIV/AIDS.

An important consideration in human capital development will be to balance invest-
ment at all levels—primary, secondary, and tertiary. That will lay a strong foundation for
economic and social transformation and help prepare for competition in knowledge-inten-
sive sectors. The emphasis should be on increasing the quantity and quality of health and
education services—and on the efficiency of resource use and the equity of provision. 

Equity is particularly important because inequitable distribution of these services leaves
a lot of human potential undeveloped. Equitable provision of health and education will
enable Africa to tap this great potential for development. But simply increasing the share
of the budget allocated to social sectors is insufficient. It is important that expenditures
within the social sectors are targeted to projects and programmes—and not to wages and
salaries. 

Science and technology development
To develop an educational and scientific base for harnessing technology, African govern-
ments need to establish the incentive structures for firms to adopt and master new
technologies and other modern practices. And governments need to do this for entrepre-
neurship, innovation, and learning, too (box 5.1). This will entail a strong relationship
among government, the private sector, and institutions of higher learning. 

Governments will provide the tax, credit, and labour policies, as well as an efficient and
transparent legal and regulatory framework. Government-business relationships will

Countries must 
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support private sector efforts to learn about and master technologies and new practices.
Highly trained technical personnel have to be available outside government bureaucracies
so that their skills contribute to development. Impediments that inhibit investment in and
flow of information—such as poor infrastructure and restrictive laws and regulations—
should be removed. 

Resource-based industrialization
The continent must break out of its vicious circle of dependence on the production and
export of primary commodities and on its traditional comparative advantage in raw mate-
rials and unskilled labour. These are all much less important in today’s competitive and
knowledge-based global economy. The challenge is to identify, support, and expand activ-
ities where value added is greater, productivity growth faster, and demand elasticities in
world markets higher. 

The gap between rich and poor nations in advanced information communication technology

(ICT)—the “digital divide”—is growing. Africa has 739 million people and 14 million phone lines—

fewer than in Manhattan or Tokyo. In 1999, 1 million Africans had access to the Internet, com-

pared with 15 million in the United Kingdom. And Africa generates only 0.4 percent of Internet

content; excluding South Africa the number is a mere 0.02%.

This is especially troubling as ICT becomes more important in the fight against poverty—

generating revenue, providing income improving services, and avoiding poverty traps. Recent

studies have found a link between telecommunications and economic development, especially

through cost savings for industry and increased transport efficiency. Country studies, micro

studies, and cost-benefit analyses support this finding, showing high returns to investment in

the sector. And the Internet, by leveraging the potential value of computers and a telephone con-

nection, suggests that the economic effects of networking will be far greater in the future.

Telecommunications has a direct impact on the poor. For example, employment opportu-

nities at public call centres are enormous. The literate poor can benefit from opportunities to

provide out-sourced information processing services to businesses in the Organisation for

Economic Co-operation and Development countries. Information technology–enabled services,

such as processing insurance claims for General Electric and transferring information from hand-

written airline tickets for British Airways, already employ about 41,000 people in India. 

The Internet provides an even greater opportunity for firms, farms, and entrepreneurs to

reduce costs, increase market coverage, and achieve economies of scale. Villagers in central

Peru are using the Internet to market organically grown oranges. Small manufacturers of tradi-

tional handicrafts are already discovering how ICT can be a tool for marketing and distributing

their wares across the world. In Kenya the Naushad Trading Company, which sells locally pro-

duced wooden artifacts, pottery, and baskets, has seen its revenue grow from $10,000 to more

than $2 million in the two years since it went on-line. These opportunities will only expand, allow-

ing developing countries to trade and compete within an increasing range of industries and serv-

ices and to access resources from anywhere in the world.

Source: Wheeler 2000.

Box 5.1 
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Globalization opens the world economy, making it more difficult for African coun-
tries to protect their domestic markets for infant-industry learning. Africa’s industrializa-
tion strategy thus needs to be largely outward oriented. Microeconomic evidence shows
that African manufacturing firms can become competitive in a more liberalized trade and
exchange environment. The key to industrialization in Africa is to address the costs asso-
ciated with poor and inefficient infrastructure, high transaction costs, and a risky business
environment (Collier and Gunning 1999). And to overcome the problem of small domes-
tic markets, industrialization will need to take a regional approach—so investors can ben-
efit from wider investment and trading environments that provide a basis for breaking into
the global markets.

Africa’s industrialization will not be complete without a policy focus on the develop-
ment of micro-enterprise. Although not always competitive, especially in the initial phase,
micro-enterprises contribute much to GDP, employment generation, regional develop-
ment, and satisfaction of consumer needs. An “investment neutral” environment has for the
most part been an impediment to the growth of micro-enterprises because of their inabil-
ity to compete in a fully liberalized world. So business development services are needed to
foster an enabling environment and enhance micro-enterprise competitiveness. Also
important is promoting collective efficiency in clusters and networks for production and
marketing (UNIDO 1999).

Agriculture and rural development
Over the past 15 years agricultural development in Africa has largely focused on remov-
ing the distortions in the incentive structures, which were seen as the main causes of poor
performance. Input and output prices were liberalized to align them with their interna-
tional counterparts. Market-determined exchange rates were established. Marketing
institutions were deregulated, with marketing of inputs and outputs left to the private
sector. 

Despite these efforts the reforms did not elicit the expected supply response, so the
agricultural sector in most African countries is not growing at the rate required for rapid
economic growth. Agricultural development should therefore go beyond “getting the prices
right” and focus more on increasing productivity by removing the institutional and struc-
tural constraints responsible for the poor performance. This calls for greater public invest-
ment in agricultural research and infrastructure and for increasing farmers’ skills and access
to credit. Research investment should focus on developing technologies appropriate to the
natural conditions of different regions. 

Agro-ecological conditions in Africa are not uniform, blunting the power of green rev-
olution technology, which worked well in Asia. That makes it important to develop region-
specific technologies to increase yields and the likelihood of adoption by local farmers.
African farmers have shown that they have the capacity to adopt new technologies and
appropriate inputs if they suit the farmers’ needs and conditions (Voortman, Sonneveld,
and Keyzer 2000). 

Agricultural
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Environmental protection
African governments have to address the underlying causes of environmental degradation,
including market failures, poor information, and pernicious incentives. Governments also
need to promote local solutions to environmental problems based on analysis of costs and
benefits and consultations with stakeholders. Only that will provide a sound basis for cost-
effective resource use and local ownership of the solutions. 

Official development assistance is essential for the effective implementation in Africa
of Agenda 21 on the environment and development. Given the declining levels of official
development assistance throughout the 1990s, the challenges remain daunting. Even so,
many countries have recognized the need to deal with the intertwined challenges of eco-
nomic recovery, poverty reduction, and sustainable development. This will require major
changes in policies, laws, and institutional arrangements in and outside of environmental
protection. 

Institutional infrastructure, good governance, and
economic management
Markets cannot function without an effective and efficient institutional framework. The
required institutional infrastructure includes the rules and regulations of a market economy,
such as property rights, contract enforcement, and a regulatory apparatus for anticompeti-
tive behaviour. It also includes social and political systems that mitigate risk and manage
social conflicts through good governance and the rule of law. 

Africa made significant improvements in political and civil liberties in the 1990s as
more and more countries become democracies. But radical social and economic transfor-
mations weaken some existing institutional arrangements while creating the need for new
ones. Managing the change that will come with development will require strengthening the
institutional infrastructure and establishing new institutions. As the African economies
move more and more to a full market economy, one area where new institutions may be
necessary is in managing competition policy. 

Even in a completely private market economy governments have to manage the rules
and regulations that govern the economy. To ensure an even playing field governments
must monitor and enforce these rules and regulations effectively and equitably.
Governments also need to manage institutions that facilitate specification, enforcement,
and monitoring of economic transactions. In Africa this will require strengthening the
administrative and managerial capacity of the public sector, which must clearly define the
government’s role. 

Regional integration
A key factor that has constrained Africa’s integration into the global economy is the con-
tinent’s small markets, which do not permit the economies of scale that allow an economy

Governments must
monitor and enforce
rules and regulations
effectively and equitably 
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to be competitive. Regional integration is one way to help these countries diversify their
economies and reverse deindustrialization and marginalization. As observed from the Asian
financial crisis, economies that depend on the production and export of a few primary com-
modities can be hit hard by the shocks of globalization. African countries need to diversify
their economies to minimize these negative effects, and regional integration is one way to
do that. 

How can regional integration help Africa diversify its economies? By providing
access to a wider trading and investment environment permitting economies of scale (box
5.2). Regional integration also induces backward and forward links and thus contributes
to regional value added. More important, regional integration promotes the diversifica-
tion and exports to regional markets that build experience before entering global mar-
kets. An integrated market also provides a framework for African countries to cooperate
in developing common infrastructure, such as in financial services, transport and com-
munications, and mechanisms for joint exploitation of natural resources. Efficient
regional integration would allow many countries to surmount the obstacles posed by their

Improving air infrastructure is a critical step towards Africa’s integration into the world economy.

Aviation increases trade, attracts investment, and boosts the tourism industry. Globalization,

coupled with a reduction in transaction costs, could shift the comparative advantage towards

manufacturing, raise output, and diversify the region’s economy. International competitiveness

in manufactures and such fresh perishables as cut flowers, fresh fish, and beef requires effec-

tive institutions linking the domestic economy with world markets. 

Although the African air transport market has grown considerably since the mid-1980s, its

market share of world traffic has diminished over the past decade. Competition immunity, poor

management and monitoring, and a maze of anticompetitive arrangements in air infrastructure

have bred corruption, fares and costs higher than the world norm, poor financial results, and

unsafe airlines and airports. The percentage of planes leased is much lower in Africa (5%) than

in North America (10%), Europe (15%), and Central and South America (39%). But not all African

airlines are inefficient. For example, state-owned Ethiopian Airlines has made net profits for the

past 14 years.

Regional approaches are a natural way to overcome many of the airlines’ problems, includ-

ing high fixed indivisible costs. Airports serving less than 1.5–3 million passengers operate with

increasing long-term average costs. Some governments began gradually liberalizing traffic rights

in 1988, calling for integration though mergers, shared exploitation, and consortia to strengthen

cooperation, coordination, and integration of air services. The results have been discouraging.

The 1997 task force of the African Civil Aviation Commission suggested a shift in focus to inte-

gration within Africa.

Some progress has been made in privatization, liberalization, and liquidation. Kenya priva-

tized its state-owned airline, which is now the only Sub-Saharan African carrier fully integrated

into one of the global alliances poised to dominate the air transport industry. Zambia decided

to liquidate its loss-making national airline and allow private airlines. Four private companies

now operate without government subsidies or financing. 

Source: ICAO 1984, 1999.
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relatively small size, permit greater economies of scale, and strengthen their ability to
trade on a global scale. 

The regional integration agenda should therefore be broad and outward-oriented. The
recent liberalization and reform efforts in Africa are an indication that regional integration
is moving away from the inward-looking and centrally planned approach. Governments
now view regional integration as a way to penetrate international markets and promote for-
eign direct investment. But this will require broadening integration beyond macroeconomic
policy coordination, trade liberalization, and a common external tariff. 

Although most of the obstacles to regional integration in Africa appear to have been
eliminated, some outstanding issues remain. Distributional considerations still pose a major
challenge. One or more members dominate most regional groups. States need to identify
the economic and distributional consequences, then choose appropriate and equitable com-
pensatory mechanisms. This will require political will and commitment.

Meeting the challenges of a global trading system
Most global trade issues will continue to be addressed in the context of the World Trade
Organization, where African countries have not benefited significantly. Ensuring that the
multilateral trading system benefits Africa means addressing Africa’s constraints. These
include problems of access to markets and technology and obstacles to trade and invest-
ment—all intensified by international labour, environmental, and trade-related intellectual
property and investment standards (box 5.3).

Tariffs in the global trading regime have been significantly reduced and replaced with
new forms of protection that are harder to assess and quantify and thus difficult to contest.
These include “fair trade laws,” such as antidumping and countervailing laws, as well as
labour and environmental standards. Technological advances in areas where there are no
agreed standards, such as genetically engineered foods, have compounded such fungibility
of protection across different trade regimes. 

Further liberalization, as advocated by developed countries, will increase the costs of
trading to African countries. First, liberalization in the absence of complete markets does
not guarantee that resources released in the affected sectors will find employment elsewhere.
In Africa this translates into unemployment and poverty because social safety nets are miss-
ing. Second, liberalization often requires institutional set-ups that increase the costs of
implementation. African countries need to address these constraints as they develop a strat-
egy to benefit from the multilateral trading system (box 5.4).

Aid and external debt
Aid and debt will continue to dominate Africa’s development (World Bank 2000a). Past
aid has accumulated into a largely unsustainable debt stock, and the debt burden has meant
low growth. High indebtedness has discouraged investment, especially foreign investment.

Ensuring that the
multilateral trading
system benefits Africa
means addressing
Africa’s constraints
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It has also reduced the financial assistance available to fund new projects because a large
proportion of new aid services past debts. 

Given the low savings rates in Africa, development in the 21st century will require sub-
stantial aid flows. Yet between 1990 and 1996 official development assistance to Africa
declined by 24% in real terms, a trend expected to continue (O’Connell and Soludo forth-
coming). A key factor is donor fatigue, the result of the ineffectiveness of past official devel-
opment assistance. While past assistance was not always well managed, donors did not base
it entirely on economic criteria. And despite the vast literature on the ineffectiveness of
much official development assistance, there is a strong case for greater assistance to Africa.
The conditions that were largely responsible for the ineffectiveness are improving, and
development challenges remain great (World Bank 2000a). 

In recent years policy-makers and international economists have been preoccupied with the

relationship between regionalism and multilateralism. Are regional trading blocks “building

blocks” or “stumbling blocks” to the multilateral trading system? Regionalism can promote mul-

tilateralism in four ways.

• By acting as an agency of restraint that locks in welfare enhancing trade reforms.

• By creating larger political-economic units that can bargain effectively in international

forums.

• By building pro-export constituencies to counter domestic protectionist constituencies.

• By encouraging increased competition in domestic markets to lower prices and create bet-

ter quality products.

Regionalism can inhibit multilateralism by:

• Encouraging incentives to protect domestic industries.

• Manipulating through special interest groups.

• Diverting scarce trade negotiators’ resources away from multilateral efforts.

African countries should promote open regionalism to enlarge market size and exploit

economies of scale. This will reduce production costs while boosting international competitive-

ness. Africa also needs to form trade arrangements with the advanced economies to guarantee

policy credibility, access to developed country markets, and foreign investment. Africa needs

both regionalism and multilateralism to overcome its development challenges.

Even more important than regional trading arrangements are regional integration initiatives.

A broad range of policies has been proposed to reduce trade barriers and foster regional inte-

gration. These include: 

• Developing regional ports to help countries use modern shipping technologies and realize

economies of scale in transport. 

• Constructing regional road and rail systems to move goods and people across national

frontiers.

• Using joint tenders to secure imports at more favorable prices. 

• Cooperating on monetary and financial matters (including export credit guarantees).

Source: Economic Commission for Africa.
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Sequencing and priorities
What are the broad features and the fundamentals of Africa’s development strategy for the
21st century? First, all key stakeholders should be involved in creating the strategy and iden-
tifying necessary actions. Their participation will permit ownership of the development
strategy and help mobilize all stakeholders to realize the goals. Broad participation will also
help policy-makers identify incentives.

Second, the development strategy must be guided by strong leadership with a vision,
national commitment, and political will to mobilize society for development. Leaders
should outline this vision in terms understandable to the people and devise mechanisms to
influence and mobilize the people to attain the goals.

Third, there must be a clear set of priorities and an appropriate sequence of actions. In
addition to setting a vision, the strategy should indicate what to do first, second, third, and
so on to ensure that resources go to priority areas. 

African countries need to participate in the global trading system on the best possible terms.

With the goal of eradicating poverty, countries have agreed to actions in the following areas:

• Agricultural exports. Seek preferential market access for agricultural products. 

• Clothing and textile exports. Insist on unhindered market access for least developed coun-

tries’ clothing and textile exports. 

• Trade-related intellectual property. In trade-related intellectual property agreements,

ensure that African countries with few resources can participate. Actions range from

reviewing the procedures for technology transfer to least developed countries to making

essential drugs available at reasonable prices.

• Trade-related investment measures. Make these measures flexible to sustain reform efforts

and ensure balanced growth. Retain the special and differential treatment measures

already accorded to least developed countries.

• General agreement on trade in services. Incorporate special and differential treatment

measures in the development of new rules, including a built-in agenda (subsidies, emer-

gency safeguard measures, and government procurement). 

• Technical barriers to trade and sanitary and phytosanitary measures. Change rules so that

compensation is provided when the measures fail. Review agreements, keeping in mind

Africa’s need for technical assistance and funding programs to help build supply capacity

for production, packaging, and marketing of tradable goods and services. 

• Customs valuation. Obtain a five-year transitional period to remedy human and institutional

constraints. Use technical assistance to standardize, harmonize, and simplify tariffs to

guarantee transparency and predictability for traders.

• Accession to the World Trade Organization. Provide fast track to accession. Grant auto-

matic special and differential treatment provisions to acceding African countries.

• Technical assistance. Increase Africa’s budget share in dispute settlement and information

technology. 

Source: Economic Commission for Africa 1999a.
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Improving the political and economic environment for growth and development
should be the first order of business. Africa needs better political and economic governance
and new efforts to resolve conflicts. A strong state with the capacity to provide the leader-
ship and vision to address the complex development problems facing Africa is part of this
environment. A key requirement: strengthen administrative, legislative, judicial, and polit-
ical institutions. For this a competent, well-remunerated, and autonomous civil service
must be insulated from political influence to identify policies and interventions and advise
political authorities accordingly. 

With a strong and efficient state the next priority is identifying how to mobilize invest-
ment and resources. Given Africa’s low income and inequality, accumulation and alloca-
tion of productive assets will be the foundation for growth. Attention should go to human
and physical capital—health, education, and such infrastructure as transport, communica-
tions, and energy. It is important to ensure that resources are optimally allocated to activ-
ities that will yield the maximum benefit to countries. 

Investing in human and physical capital, while important, does not guarantee that the
benefits are shared broadly across society. So it is important to ensure broad-based and equi-
table growth by investing in areas that benefit most people and by devising mechanisms to
ensure that growth is shared. Investing in agriculture and rural development is one way to
increase income and benefit most Africans, particularly in the short run. 

For the long run it will be important to strategically identify high-technology sectors
that could form the industrial base of African countries—and then promote them through
state interventions. Human capital development, particularly education and training,
should also be geared to these sectors. 

A competent, 
well-remunerated, 

and autonomous civil
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Value Share of Africa’s total Growth rate 
Region (millions of dollars) (percent) (percent)
and country 1998 1999 1998 1999 1998 1999

North Africa 215,318 222,932 40.27 40.42 4.4 3.6

Algeria 65,103 68,097 12.18 12.35 3.5 4.6

Egypt, Arab Rep. 61,209 64,147 11.45 11.63 5.0 4.8

Libya 26,512 27,043 4.96 4.90 0.5 2.0

Mauritania 1,444 1,530 0.27 0.28 3.0 6.0

Morocco 30,377 30,681 5.68 5.56 6.0 1.0

Sudan 12,411 12,734 2.32 2.31 6.0 2.6

Tunisia 18,262 18,700 3.42 3.39 4.5 2.4

West Africa 92,312 95,305 17.26 17.28 3.6 3.3

Benin 2,639 2,771 0.49 0.50 4.5 5.0

Burkina Faso 3,565 3,768 0.67 0.68 5.0 5.7

Cape Verde 490 505 0.09 0.09 3.0 3.0

Côte d’Ivoire 11,591 12,170 2.17 2.21 5.5 5.0

Gambia, The 359 383 0.07 0.07 3.8 6.5

Ghana 8,817 9,196 1.65 1.67 3.8 4.3

Guinea 3,905 4,049 0.73 0.73 5.0 3.7

Guinea-Bissau 346 371 0.06 0.07 5.6 7.0

Liberia 1,640 1,684 0.31 0.31 2.7 2.7

Mali 3,157 3,315 0.59 0.60 5.4 5.0

Niger 2,809 2,935 0.53 0.53 3.4 4.5

Nigeria 43,583 44,236 8.15 8.02 2.0 1.5

Senegal 7,125 7,588 1.33 1.38 5.0 6.5

Sierra Leone 567 573 0.11 0.10 1.1 1.0

Togo 1,719 1,761 0.32 0.32 6.0 2.4

Central Africa 27,435 28,654 5.13 5.19 5.0 4.5

Cameroon 13,852 14,516 2.59 2.63 5.2 4.8

Central African Republic 1,600 1,680 0.30 0.30 5.5 5.0

Chad 1,599 1,618 0.30 0.29 6.0 1.2

Congo, Rep. 3,111 3,267 0.58 0.59 8.1 5.0

Equatorial Guinea 390 429 0.07 0.08 14.7 10.0

Gabon 6,820 7,079 1.28 1.28 2.1 3.8

São Tomé and Principe 63 65 0.01 0.01 2.6 2.8

Annex 1. 
African GDP and GDP growth rates, 
1998 and 1999
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Value Share of Africa’s total Growth rate 
Region (millions of dollars) (percent) (percent)
and country 1998 1999 1998 1999 1998 1999

East Africa 42,243 43,940 7.90 7.97 2.6 4.1

Burundi 1,070 1,102 0.20 0.20 4.4 3.0

Comoros 259 263 0.05 0.05 –1.1 1.5

Congo, Dem. Rep. 5,211 5,263 0.97 0.95 –0.7 1.0

Djibouti 466 472 0.09 0.09 1.7 1.4

Eritrea 787 814 0.15 0.15 3.0 3.5

Ethiopia 7,452 7,952 1.39 1.44 0.5 6.7

Kenya 10,786 10,969 2.02 1.99 2.7 1.7

Madagascar 3,439 3,594 0.64 0.65 3.5 4.5

Seychelles 478 488 0.09 0.09 3.0 2.1

Somalia 745 760 0.14 0.14 2.5 2.0

Rwanda 2,447 2,667 0.46 0.48 6.7 9.0

Uganda 5,769 6,115 1.08 1.11 4.0 6.0

Tanzania 3,334 3,481 0.62 0.63 5.0 4.4

Southern Africa 157,371 160,757 29.43 29.14 1.7 2.2

Angola 10,379 10,794 1.94 1.96 1.6 4.0

Botswana 5,942 6,477 1.11 1.17 7.0 9.0

Lesotho 852 890 0.16 0.16 6.9 4.5

Malawi 2,333 2,449 0.44 0.44 4.0 5.0

Mauritius 3,838 3,999 0.72 0.72 6.4 4.2

Mozambique 1,723 1,895 0.32 0.34 5.9 10.0

Namibia 3,259 3,373 0.61 0.61 4.5 3.5

South Africa 115,967 117,707 21.69 21.34 0.5 1.5

Swaziland 1,072 1,105 0.20 0.20 0.5 3.1

Zambia 4,194 4,256 0.78 0.77 5.5 1.5

Zimbabwe 7,812 7,812 1.46 1.42 3.5 0.0

Africa 534,679 551,588 100 100 3.1 3.2
Note: GDP figures are in 1990 prices, U.S dollars.

Source: Economic Commission for Africa. 
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Value Share of group Growth rate 
Group (millions of dollars) (percent) (percent)
and country 1998 1999 1998 1999 1998 1999

G5 316,239 324,868 100.0 100.0 3.07 2.75

Algeria 65,103 68,097 20.6 21.0 3.8 4.6

Egypt, Arab Rep. 61,209 64,147 19.4 19.7 5.5 4.8

Morocco 30,377 30,681 9.6 9.4 6.5 1.0

Nigeria 43,583 44,236 13.8 13.6 2.4 1.5

South Africa 115,967 117,707 36.7 36.2 0.8 1.5

Oil-producing economies 262,911 272,474 100.0 100.0 3.59 3.7

Algeria 65,103 68,097 24.8 24.76 3.8 4.6

Angola 10,379 10,794 3.9 3.95 1.6 4.0

Cameroon 13,852 14,516 5.3 5.27 5.2 4.8

Congo, Rep. 5,211 5,263 2.0 1.98 –0.7 1.0

Côte d’Ivoire 11,591 12,170 4.4 4.41 5.5 5.0

Egypt, Arab. Rep. 61,209 64,147 23.3 23.28 5.5 4.8

Equatorial Guinea 390 429 0.1 0.15 14.7 10

Gabon 6,820 7,079 2.6 2.59 2.1 3.8

Libya 26,512 27,043 10.1 10.08 0.5 2.0

Nigeria 43,583 44,236 16.6 16.58 2.4 1.5

Tunisia 18,262 18,700 6.9 6.95 4.5 2.4

Least developed countries 87,062 90,942 100.0 100.0 4.26 4.5

Angola 10,379 10,794 11.9 11.9 1.6 4.0

Benin 2,639 2,771 3.0 3.0 4.5 5.0

Burkina Faso 3,565 3,768 4.1 4.1 5.0 5.7

Burundi 1,070 1,102 1.2 1.2 4.4 3.0

Cape Verde 490 505 0.6 0.6 3.0 3.0

Central African Republic 1,600 1,680 1.8 1.8 5.5 5.0

Chad 1,599 1,618 1.8 1.8 6.0 1.2

Comoros 259 263 0.3 0.3 –1.1 1.5

Congo, Dem. Rep. 3,111 3,267 3.6 3.6 8.1 5.0

Djibouti 466 472 0.5 0.5 1.7 1.4

Equatorial Guinea 390 429 0.4 0.5 14.7 10

Eritrea 787 814 0.9 0.9 3.0 3.5

Ethiopia 7,452 7,952 8.6 8.7 0.5 6.7

Gambia, The 359 383 0.4 0.4 3.8 6.5

Guinea 3,905 4,049 4.5 4.5 5.0 3.7

Guinea Bissau 346 371 0.4 0.4 5.6 7.0

Lesotho 852 890 1.0 1.0 6.9 4.5

Liberia 1,640 1,684 1.9 1.9 2.7 2.7

Madagascar 3,439 3,594 4.0 4.0 3.5 4.5

Annex 2. 
GDP and GDP growth rates by country group, 
1998 and 1999 
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Value Share of group Growth rate 
Group (millions of dollars) (percent) (percent)
and country 1998 1999 1998 1999 1998 1999

Malawi 2,333 2,449 2.7 2.7 4 5.0

Mali 3,157 3,315 3.6 3.6 5.4 5.0

Mauritania 1,444 1,530 1.7 1.7 3 6.0

Mozambique 1,723 1,895 2.0 2.1 5.9 10.0

Niger 2,809 2,935 3.2 3.2 3.4 4.5

Rwanda 2,447 2,667 2.8 2.9 6.7 9.0

São Tomé and Principe 63 65 0.1 0.1 2.6 2.8

Sierra Leone 567 573 0.7 0.6 1.1 1.0

Somalia 745 760 0.9 0.8 2.5 2.0

Sudan 12,411 12,734 14.3 14.0 6.0 2.6

Tanzania 3,334 3,481 3.8 3.8 5.0 4.4

Togo 1,719 1,761 2.0 1.9 6.0 2.5

Uganda 5,769 6,115 6.6 6.7 4.0 6.0

Zambia 4,194 4,256 4.8 4.7 5.5 1.5

Land-locked countries 51,672 54,141 100.0 100.0 4.23 4.9

Botswana 5,942 6,477 11.5 12.0 7.0 9.0

Burkina Faso 3,565 3,768 6.9 7.0 5.0 5.7

Burundi 1,070 1,102 2.1 2.0 4.4 3.0

Central African Republic 1,600 1,680 3.1 3.1 5.5 5.0

Chad 1,599 1,618 3.1 3.0 6.0 1.2

Ethiopia 7,452 7,952 14.4 14.7 0.5 6.7

Lesotho 852 890 1.6 1.6 6.9 4.5

Malawi 2,333 2,449 4.5 4.5 4.0 5.0

Mali 3,157 3,315 6.1 6.1 5.4 5.0

Niger 2,809 2,935 5.4 5.4 3.4 4.5

Rwanda 2,447 2,667 4.7 4.9 6.7 9.0

Swaziland 1,072 1,105 2.1 2.0 0.5 3.1

Uganda 5,769 6,115 11.2 11.3 4.0 6.0

Zambia 4,194 4,256 8.1 7.9 5.5 1.5

Zimbabwe 7,812 7,812 15.1 14.4 3.5 0.0

Island countries 8,567 8,914 100.0 100.0 4.6 4.0

Cape Verde 490 505 5.7 5.7 3.0 3.0

Comoros 259 263 3.0 3.0 –1.1 1.5

Madagascar 3,439 3,594 40.1 40.3 3.5 4.5

Mauritius 3,838 3,999 44.8 44.9 6.4 4.2

São Tomé and Principe 63 65 0.7 0.7 2.6 2.8

Seychelles 478 488 5.6 5.5 3.0 2.1
Note: GDP figures are in 1990 prices, U.S dollars.

Source: Economic Commission for Africa.
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1998 1999
Population Per capita income Population Per capita income

Share of Share of
Africa’s Africa’s

Region Number total Level Growth Number total Level Growth
and country (millions) (percent) (dollars) (percent) (millions) (percent) (dollars) (percent)

North Africa 170.3 21.91 1,264 1.92 175.10 21.91 1,273 0.70

Algeria 30.18 3.88 2,157 1.39 31.03 3.88 2,195 1.73

Egypt, Arab Rep. 65.68 8.45 932 3.56 67.52 8.45 950 1.94

Libya 5.98 0.77 4,433 –2.79 6.15 0.77 4,397 –0.82

Mauritania 2.45 0.32 589 0.40 2.52 0.32 607 3.01

Morocco 28.01 3.60 1,085 4.62 28.79 3.60 1,066 –1.74

Sudan 28.53 3.67 435 3.63 29.33 3.67 434 –0.20

Tunisia 9.5 1.22 1,922 2.62 9.77 1.22 1,914 –0.43

West Africa 225.6 29.02 409 1.01 231.93 29.02 411 0.42

Benin 5.88 0.76 449 1.64 6.04 0.76 459 2.22

Burkina Faso 11.4 1.47 313 2.10 11.72 1.47 322 2.81

Cape Verde 0.42 0.05 1,167 0.28 0.43 0.05 1,174 0.66

Côte d’Ivoire 14.57 1.87 796 3.57 14.98 1.87 812 2.12

Gambia, The 1.19 0.15 302 1.63 1.22 0.15 314 4.06

Ghana 18.86 2.43 467 0.94 19.39 2.43 474 1.45

Guinea 7.67 0.99 509 4.19 7.88 0.99 514 0.92

Guinea Bissau 1.14 0.15 304 3.46 1.17 0.15 317 4.48

Liberia 2.75 0.35 596 –7.80 2.83 0.35 595 –0.22

Mali 11.83 1.52 267 2.27 12.16 1.52 273 2.16

Niger 10.12 1.30 278 0.02 10.40 1.30 282 1.67

Nigeria 121.77 15.66 358 –0.46 125.18 15.66 353 –1.27

Senegal 9 1.16 792 2.21 9.25 1.16 820 3.62

Sierra Leone 4.58 0.59 124 –2.17 4.71 0.59 122 –1.73

Togo 4.43 0.57 388 3.20 4.55 0.57 387 –0.26

Central Africa 29.27 3.76 937 3.75 30.08 3.76 953 1.22

Cameroon 14.32 1.84 967 2.36 14.72 1.84 986 1.95

Central African Republic 3.49 0.45 458 3.29 3.59 0.45 468 2.08

Chad 6.89 0.89 232 3.08 7.08 0.89 229 –1.53

Congo, Rep. 2.82 0.36 1,103 5.15 2.90 0.36 1,127 2.12

Equatorial Guinea 0.43 0.06 907 12.03 0.44 0.06 975 7.50

Gabon 1.17 0.15 5,829 –0.78 1.20 0.15 5,899 1.20

São Tomé and Principe 0.14 0.02 450 1.13 0.14 0.02 463 2.89

Annex 3. 
African population and per capita income, 
1998 and 1999
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1998 1999
Population Per capita income Population Per capita income

Share of Share of
Africa’s Africa’s

Region Number total Level Growth Number total Level Growth
and country (millions) (percent) (dollars) (percent) (millions) (percent) (dollars) (percent)

East Africa 238.9 30.73 177 –1.11 245.61 30.73 179 1.18

Burundi 6.59 0.85 162 1.37 6.77 0.85 163 0.25

Comoros 0.67 0.09 387 –4.19 0.69 0.09 381 –1.40

Congo, Dem. Rep. 49.21 6.33 106 –3.06 50.59 6.33 104 –1.76

Djibouti 0.65 0.08 717 –0.96 0.67 0.08 704 –1.74

Eritrea 3.55 0.46 222 –1.04 3.65 0.46 223 0.60

Ethiopia 62.11 7.99 120 –2.68 63.85 7.99 125 3.80

Kenya 29.02 3.73 372 0.56 29.83 3.73 368 –1.06

Madagascar 16.35 2.10 210 0.32 16.81 2.10 214 1.65

Seychelles 0.08 0.01 5,975 –3.44 0.08 0.01 6,100 2.09

Somalia 10.65 1.37 70 –1.70 10.95 1.37 69 –0.78

Rwanda 6.53 0.84 375 –3.83 6.71 0.84 397 6.07

Uganda 21.32 2.74 271 1.43 21.92 2.74 279 3.10

Tanzania 32.19 4.14 104 2.78 33.09 4.14 105 1.57

Southern Africa 113.4 14.59 1,388 1.79 116.59 14.59 1,379 –0.64

Angola 11.97 1.54 867 –1.78 12.31 1.54 877 1.13

Botswana 1.55 0.20 3,834 4.72 1.59 0.20 4,074 6.26

Lesotho 2.18 0.28 391 4.31 2.24 0.28 397 1.66

Malawi 10.38 1.33 225 1.08 10.67 1.33 230 2.12

Mauritius 1.15 0.15 3,337 5.20 1.18 0.15 3,389 1.55

Mozambique 18.69 2.40 92 3.49 19.21 2.40 99 7.01

Namibia 1.65 0.21 1,975 1.97 1.70 0.21 1,984 0.45

South Africa 44.3 5.70 2,618 –1.38 45.54 5.70 2,585 –1.26

Swaziland 0.93 0.12 1,153 –2.30 0.96 0.12 1,151 –0.14

Zambia 8.69 1.12 483 2.93 8.93 1.12 477 –1.25

Zimbabwe 11.92 1.53 655 1.40 12.25 1.53 638 –2.69

Africa 777.5 100.0 688 0.72 799.3 100.0 690 0.35

Note: Per capita income is based on GDP in 1990 prices, U.S. dollars.

Source: Economic Commission for Africa. 



52 Annex

1998 1999
Population Per capita income Population Per capita income

Share of Share of
Group Number Africa’s total Level Growth Number Africa’s total Level Growth
and country (millions) (percent) (dollars) (percent) (millions) (percent) (dollars) (percent)

G5 289.9 37.29 1,091 0.99 298.06 37.29 1,090 –0.08

Algeria 30.18 3.88 2,157 1.39 31.03 3.88 2,195 1.73

Egypt, Arab Rep. 65.68 8.45 9,32 3.56 67.52 8.45 950 1.94

Morocco 28.01 3.60 1,085 4.62 28.79 3.60 1,066 –1.74

Nigeria 121.77 15.66 3,58 –0.46 125.18 15.66 353 –1.27

South Africa 44.3 5.70 2,618 –1.38 45.54 5.70 2,585 –1.26

Oil-producing economies 318.1 40.91 827 0.43 327.01 40.91 833 0.81

Algeria 30.18 3.88 2,157 1.39 31.03 3.88 2,195 1.73

Angola 11.97 1.54 867 –1.78 12.31 1.54 877 1.13

Cameroon 14.32 1.84 967 2.36 14.72 1.84 986 1.95

Congo, Rep. 2.82 0.36 1,848 5.15 2.90 0.36 1,815 –1.79

Côte d’Ivoire 14.57 1.87 796 3.57 14.98 1.87 812 2.12

Egypt, Arab Rep. 65.68 8.45 932 3.56 67.52 8.45 950 1.94

Equatorial Guinea 0.43 0.06 907 12.03 0.44 0.06 975 7.50

Gabon 1.17 0.15 5,829 –0.78 1.20 0.15 5,899 1.20

Libya 5.98 0.77 4,433 –2.79 6.15 0.77 4,397 –0.82

Nigeria 121.77 15.66 358 –0.46 125.18 15.66 353 –1.27

Tunisia 9.5 1.22 1,922 2.62 9.77 1.22 1,914 –0.43

Least developed countries 365.1 46.97 238 0.22 375.29 46.95 243 2.12

Angola 11.97 1.54 8,67 –1.78 12.31 1.54 877 1.13

Benin 5.88 0.76 449 1.64 6.04 0.76 459 2.22

Burkina Faso 11.4 1.47 313 2.10 11.72 1.47 322 2.81

Burundi 6.59 0.85 162 1.37 6.77 0.85 163 0.25

Cape Verde 0.42 0.05 1,167 0.28 0.43 0.05 1,174 0.66

Central African Republic 3.49 0.45 458 3.29 3.59 0.45 468 2.08

Chad 6.89 0.89 232 3.08 7.08 0.89 229 –1.53

Comoros 0.67 0.09 387 –4.19 0.69 0.09 381 –1.40

Congo, Dem. Rep. 49.21 6.33 63 –3.06 50.59 6.33 65 2.15

Djibouti 0.65 0.08 717 –0.96 0.67 0.08 704 –1.74

Equatorial Guinea 0.43 0.06 907 12.03 0.44 0.06 975 7.50

Eritrea 3.55 0.46 222 –1.04 3.65 0.46 223 0.60

Ethiopia 62.11 7.99 120 –2.68 63.85 7.99 125 3.80

Gambia 1.19 0.15 302 1.63 1.22 0.15 314 4.06

Guinea 7.67 0.99 509 4.19 7.88 0.99 514 0.92

Guinea Bissau 1.14 0.15 304 3.46 1.17 0.15 317 4.48

Lesotho 2.18 0.28 391 4.31 2.24 0.28 397 1.66

Liberia 2.75 0.35 596 –7.80 2.83 0.35 595 –0.22

Annex 4. 
Population and per capita income by country group, 1998 and 1999
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1998 1999
Population Per capita income Population Per capita income

Share of Share of
Group Number Africa’s total Level Growth Number Africa’s total Level Growth
and country (millions) (percent) (dollars) (percent) (millions) (percent) (dollars) (percent)

Madagascar 16.35 2.10 210 0.32 16.81 2.10 214 1.65

Malawi 10.38 1.33 225 1.08 10.67 1.33 230 2.12

Mali 11.83 1.52 267 2.27 12.16 1.52 273 2.16

Mauritania 2.45 0.32 589 0.40 2.52 0.32 607 3.01

Mozambique 18.69 2.40 92 3.49 19.21 2.40 99 7.01

Niger 10.12 1.30 278 0.02 10.40 1.30 282 1.67

Rwanda 6.53 0.84 375 –3.83 6.71 0.84 397 6.07

São Tomé and Principe 0.14 0.02 450 1.13 0.14 0.02 463 2.89

Sierra Leone 4.58 0.59 124 –2.17 4.71 0.59 122 –1.73

Somalia 10.65 1.37 70 –1.70 10.95 1.37 69 –0.78

Sudan 28.53 3.67 435 3.63 29.33 3.67 434 –0.20

Tanzania 32.19 4.14 104 2.78 33.09 4.14 105 1.57

Togo 4.43 0.57 388 3.20 4.55 0.57 387 –0.26

Uganda 21.32 2.74 271 1.43 21.92 2.74 279 3.10

Zambia 8.69 1.12 483 2.93 8.93 1.12 477 –1.25

Land-locked countries 175.93 23 294 –0.002 180.86 22.63 299 1.92

Botswana 1.55 0.88 3,834 4.72 1.59 0.20 4,074 6.26

Burkina Faso 11.4 6.48 313 2.10 11.72 1.47 322 2.81

Burundi 6.59 3.75 162 1.37 6.77 0.85 163 0.25

Central African Republic 3.49 1.98 458 3.29 3.59 0.45 468 2.08

Chad 6.89 3.92 232 3.08 7.08 0.89 229 –1.53

Ethiopia 62.11 35.30 120 –2.68 63.85 7.99 125 3.80

Lesotho 2.18 1.24 391 4.31 2.24 0.28 397 1.66

Malawi 10.38 5.90 225 1.08 10.67 1.33 230 2.12

Mali 11.83 6.72 267 2.27 12.16 1.52 273 2.16

Niger 10.12 5.75 278 0.02 10.40 1.30 282 1.67

Rwanda 6.53 3.71 375 –3.83 6.71 0.84 397 6.07

Swaziland 0.93 0.53 1,153 –2.30 0.96 0.12 1,151 –0.14

Uganda 21.32 12.12 271 1.43 21.92 2.74 279 3.10

Zambia 8.69 4.94 483 2.93 8.93 1.12 477 –1.25

Zimbabwe 11.92 6.78 655 1.40 12.25 1.53 638 –2.69

Island countries 18.81 2.42 455 0.45 19.33 2.42 461 1.52

Cape Verde 0.42 0.05 1,167 0.28 0.43 0.05 1,174 0.66

Comoros 0.67 0.09 387 –4.19 0.69 0.09 381 –1.40

Madagascar 16.35 2.10 210 0.32 16.81 2.10 214 1.65

Mauritius 1.15 0.15 3,337 5.20 1.18 0.15 3,389 1.55

São Tomé and Principe 0.14 0.02 450 1.13 0.14 0.02 463 2.89

Seychelles 0.08 0.01 5,975 –3.44 0.08 0.01 6,100 2.09

Note: Per capita income is based on GDP in 1990 Prices, U.S. dollars.

Source: Economic Commission for Africa.
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Region Agriculture Industry Manufacturing Services
and country 1980 1999 1980 1999 1980 1999 1980 1999

North Africa 13.5 18.3 27.1 14.1 38.0 54.6

Algeria 8.3 6.4 59.0 49.9 7.8 11.0 32.7 43.7

Egypt, Arab Rep. 19.3 18.6 41.5 26.8 13.6 8.4 39.2 54.6

Libya 2.5 9.2 64.5 53.9 3.0 10.7 33.0 36.9

Mauritania 24.3 29.9 29.2 25.1 6.3 8.0 46.5 45.0

Morocco 18.3 20.1 34.3 28.3 19.3 17.2 47.5 57.6

Sudan 36.9 36.1 15.9 15.9 7.8 9.4 47.1 48.0

Tunisia 15.6 20.1 36.6 34.6 13.6 18.4 47.8 45.3

West Africa 25.9 30.7 35.4 32.2 6.4 8.5 36.7 37.1

Benin 47.9 38.4 13.8 17.1 6.1 4.6 38.2 44.5

Burkina Faso 46.9 36.6 14.7 33.9 11.9 13.6 38.4 29.5

Cape Verde 20.5 20.6 27.3 30.9 5.5 7.1 52.1 48.5

Côte d’Ivoire 35.4 24.8 20.8 21.6 11.2 14.0 43.8 53.6

Gambia, The 25.4 23.9 17.4 13.5 6.7 5.8 57.1 62.6

Ghana 46.8 51.9 12.7 17.6 7.6 9.8 40.5 30.5

Guinea 45.8 22.7 21.5 34.8 3.2 4.7 32.7 42.5

Guinea-Bissau 51.0 52.3 6.0 4.6 1.7 1.2 42.9 43.1

Liberia 15.7 42.9 33.6 31.4 9.1 12.5 50.7 44.6

Mali 61.2 56.0 10.0 15.3 3.7 8.8 28.7 28.7

Niger 44.5 44.6 19.0 15.7 3.7 3.9 36.5 39.7

Nigeria 20.6 32.5 41.7 38.5 5.7 3.9 37.6 29.0

Senegal 21.1 21.2 27.7 31.9 17.2 19.6 51.1 46.9

Sierra Leone 31.9 50.0 19.5 22.3 4.5 5.7 48.6 27.7

Togo 30.5 28.1 23.4 26.5 4.9 6.8 46.1 45.4

Central Africa 28.9 21.9 32.7 36.9 6.8 10.7 38.4 41.2

Cameroon 30.3 23.2 28.0 34.1 8.4 13.4 41.7 42.7

Central African Republic 39.6 44.6 19.2 11.2 7.5 9.1 41.2 39.2

Chad 41.7 40.4 12.2 16.3 8.8 8.7 46.1 48.3

Congo, Rep. 9.5 12.5 49.3 26.2 6.6 8.1 41.2 45.3

Equatorial Guinea 41.5 46.2 11.9 8.1 5.1 0.4 46.6 45.7

Gabon 6.1 9.3 64.7 53.8 6.4 4.5 29.3 36.9

São Tomé and Principe 37.1 22.8 22.0 20.6 8.4 9.5 40.9 44.4

Annex 5. 
Sectoral distribution of GDP, 1980 and 1999
(percent)
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Region Agriculture Industry Manufacturing Services
and country 1980 1999 1980 1999 1980 1999 1980 1999

East Africa 36.7 17.6 8.1 45.7

Burundi 61.1 47.9 13.5 18.9 8.2 12.2 25.3 33.2

Comoros 46.3 44.0 16.5 13.7 5.7 5.6 37.1 42.3

Congo, Dem. Rep. 34.0 33.7 25.3 29.5 2.8 1.2 40.6 36.8

Djibouti 4.6 2.0 21.1 21.7 10.1 3.0 74.4 76.3

Eritrea – – – – – – – –

Ethiopia 50.3 46.1 15.5 10.7 10.7 5.7 34.2 43.2

Kenya 32.4 26.2 21.7 18.1 12.7 11.8 45.9 55.7

Madagascar 42.6 31.9 18.0 15.0 11.5 11.3 39.3 53.1

Rwanda 44.8 42.1 19.4 19.7 14.2 12.2 35.8 38.2

Seychelles 7.8 4.8 20.4 25.9 10.5 18.8 71.8 69.5

Somalia 38.7 62.2 19.6 9.4 8.2 3.3 41.7 28.4

Tanzania 46.3 54.8 15.6 19.9 10.2 8.8 38.1 25.3

Uganda 73.8 44.3 5.2 16.4 4.4 8.1 20.9 39.3

Southern Africa 10.0 39.8 21.7 50.2

Angola 42.4 40.0 30.5 25.7 2.6 2.9 27.1 34.2

Botswana 13.8 3.5 46.6 52.7 6.9 4.7 39.6 43.8

Lesotho 22.6 10.9 22.7 54.5 6.0 15.5 54.7 34.6

Malawi 38.1 40.6 21.8 16.5 13.9 10.2 40.1 42.9

Mauritius 14.3 9.9 24.7 33.3 15.7 24.4 60.9 57.6

Mozambique 42.8 49.6 16.6 29.6 8.8 14.1 40.6 20.8

Namibia – 12.7 – 34.6 – 7.6 – 52.7

South Africa – 5.4 – 41.6 – 24.6 – 53.0

Swaziland 24.8 9.3 31.8 44.7 22.0 37.5 43.3 45.9

Zambia 14.3 28.8 34.9 39.3 17.7 29.9 50.8 31.8

Zimbabwe 16.0 17.8 36.5 29.8 25.1 20.9 47.5 52.4

Africa 22.3 19.4 39 31.9 8.7 12.7 38.7 48.7

– is not available.

Sources: Economic Commission for Africa compilation drawn from regional development centres and country survey reports.
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Transforming
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O V E R V I E W

Africa made impressive economic progress in the 1990s. Several
countries sustained double-digit growth. The climate became
more conducive to domestic and foreign investment. Capital
markets broadened and deepened. Demand for African
manufactured goods increased in Europe and the United States.
And in the second half of the 1990s real GDP growth in Africa
averaged 4% a year, exceeding the continent’s high population
growth rate of 2.8% a year. Export growth nearly doubled, to 8%
a year. 

The recent economic recovery is reason for renewed optimism.
But the recovery’s sustainability is fragile—for two reasons. First,
strong domestic savings do not underpin it. Second, Africa’s
economies remain vulnerable to outside shocks. Indeed,
economic growth in the 1990s averaged only 2.1% a year, less
than population growth of 2.8% and considerably less than the
7% growth needed to reduce by half the share of Africans in
poverty by 2015, the internationally agreed target. 

The constraints on Africa’s development do not preclude rapid
and sustained growth. Instead, they point to the tasks ahead for
Africa to develop and to eradicate poverty. Growth and
development are possible if African governments and their
development partners work hard to reverse the long-term
constraints and structural factors behind the continent’s poor
economic performance.

The key to achieving sustainable growth and reducing the
vulnerability of African economies to outside shocks is
transforming the structure of these economies. This will ensure
that competitive industries produce high value-added products
that can compete in the global marketplace. Achieving these
goals requires an annual investment rate of about 40% of GDP. Africa’sEconomies
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