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I. Introduction

In this section Africa's vision for the 21st century is presented. Several recent

reinforcing initiatives by African leaders, Prime Minister Blair and United Nations

ECA are described. Difficulties with the donor-African relations seen as difficult

and calling for new relationships.

At the beginning of the 21st Century African leaders share a vision of the continent's

future. It is a future of peace and good governance, a central focus on poverty

reduction, sustainable development, private-sector led growth, regional integration,

preventing HIV/AIDS, and taking advantage of the information revolution. Because these

are the right priorities, African leaders are increasingly willing to hold themselves

accountable to their peoples for progress in these areas. This will be the foundation of a

New Global Compact with Africa. It will provide necessary momentum for development.

Building upon that foundation it is proposed that there be a new relationship with

Africa's international public and private sector partners to add sufficient additional

momentum so that Africa can more likely meet the international development goals and

be part of the global mainstream of progress. Agreement within Africa, matched by

agreement with Africa.

At the United Nations Millennium Summit in September 2000, the World's leaders

noted that Africa has special needs that warrant urgent attention. The leaders agreed to

support the consolidation of democracy in Africa and to assist Africans in their struggle for

lasting peace, poverty eradication and sustainable development, thereby bringing Africa

into the mainstream of the world economy. The leaders resolved:

• to encourage and sustain regional and sub-regional mechanisms for preventing

conflict and promoting political stability:

• to take special measures to address the challenges of poverty eradication and

sustainable development in Africa, including debt cancellation, improved market

access, enhanced Official Development Assistance and increased flows of

Foreign Direct Investment as well as transfers of technology; and

• to help Africa build up its capacity to tackle the spread of the HIV/AIDS

pandemic and other infectious diseases.

In April 2000, the OAU asked three African leaders (Presidents Thabo Mbeki,

Olusegun Obasanjo and Abdelaziz Bouteflika) to take the lead in making Africa's case to

the international development community. Following the G-8 meeting in Okinawa, the

three leaders are preparing an initiative called the Millennium African Recovery Plan

(MAP).

The United Kingdom is proposing a new African Partnership Initiative following up

Prime Minister Tony Blair's statement at the Millennium Summit. The U.K. initiative is

just one manifestation of a willingness within the donor community to re-think

relationships and positions. Other indications are the favourable movement on debt at

the Cologne G-8 meeting and the OECD/DAC's thoughtful self-critique "Shaping the 21st

Century: The Contribution of Development Cupertino."



It is within this highly favourable international political environment that Africa's Ministers

of Finance (meeting in the Eighth Session of the Conference of Ministers of Finance, Addis

Ababa, November 2000) mandated the Executive Secretary of the UN Economic

Commission for Africa, Mr. K.Y. Amoako, to develop a set of proposals on a New Global

Compact with Africa, which he had outlined to them, for consideration at the next meeting

of Ministers of Finance, Algiers, April 2001.

A New Global Compact with Africa provides a comprehensive and verifiable way to

proceed within a favourable political context established by the Millennium Summit and by

African leaders themselves. The Compact recognises that the real causes of poverty and

human deprivation lie deep in national policy actions of African countries. Improvements in

the external environment can help greatly, but they can never substitute for domestic

reforms. The Compact is based on the realisation that peace and political stability is crucial

to sustainable human development, economic growth with equity, healthy social

conditions, and environmental protection.

The New Global Compact envisions a commitment by African leaders to take the necessary

political and economic actions to improve the well-being of African people. African leaders

will also make a commitment to prevent violent conflict and to promote peace and security

for all.

The New Global Compact envisions a new partnership between African Nations and

industrial countries . Industrial countries will commit to reduce the high burden of debt,

increase external assistance and ensure greater market access. In turn African countries

will commit to political and economic reforms that will yield sustainable growth and

poverty reduction.

The New Global Compact provides the architecture of a development agenda that will

address the challenges facing Africa. If this development agenda is to be successful it is

imperative that the dialogue between Africa and its partners be within the context of

interdependence, co-operation and partnership..

II. The Rationale for a New Global Compact with Africa

In this section Africa's growing consensus on development policies is seen as

opening the way to internal progress as well as to reflection on Its development

relationships, Serious problems exist In the current system of aidf trade and debt relief

This leads to sixguiding principles for the newglobal compact.

Africa has come through a generation of very difficult times. The entire 1980s of oil

and was called a lost decade for development. But with growth rates up for the last four

or five years, there has returned a sense of confidence about the future. It is now both

possible and a matter of practice in many countries to replace day-to-day crisis

management with the longer-term, central tasks of development.

Core development philosophies are no longer in dispute. The global consensus on

development is also Africa's consensus. Macro policy questions regarding exchange rates,

balance of payments, governmental budgeting and the like are administered within

commonly understood bounds. It is now generally agreed that poverty should be at the
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centre of development efforts and that the Poverty Reduction Strategy Paper (PRSP)

process of the World Bank provides a focal point for African planning and for dialogue with

donors on priorities.

At the same time there are growing steps towards more open governance and

greater accountability. This is aided by three factors: a sharp rise of civil society

throughout Africa which collectively has become a force for transparency and

accountability; a strengthened media, including the growth of sub-regional and regional

media, adding to the independence of reporting; and increasing decentralisation of

governance which tends to bring services and the process of governance closer to the

people.

These positive trends are by no means universal in Africa, but they do increasingly

feature in national and regional discussions in Africa. In fact, a much more normal

development environment and the capability to manage that environment in a growing

number of countries have permitted progressive African leaders, for the first time in a long

while, to focus on longer term development relationships and their need for improvement.

It is natural for them to do so, since it is commonly understood that Africa requires more

forthcoming aid, debt relief, trade access and foreign direct investment if it is going to be

able to achieve growth rates that can lift people out of poverty.

Regarding aid, African leaders and many analysts of African development believe

that a system intended to support Africa's development has instead evolved in ways which

tend to undermine sound development. A plethora of projects (90% of aid) and

conditionally, each justified rationally on an individual basis, cumulatively results in micro

management of Africa's development and constraints which hardly allow for coherent

policy and administration. Vast bureaucracies need to be created to administer donor

requirements, often in direct salary competition with core civil servants. Donor funded

technical assistance is widespread, but is a high cost approach to capacity building.

These and other issues disclosed through donor evaluations indicate serious

questions of aid effectiveness at the micro level. This is not to condemn a system which

springs from goodwill and generosity, but donors and African leaders increasingly see that

the current system can and must be improved.

At the macro impact level the problems are, if anything, worse. At least half of ail

current aid is, in essence, recycled for debt repayments. Not only is the net impact of aid

is greatly diminished, the aid system has become peculiarly tied to propping up foreign

lenders. This would be enough of a problem in and of itself, but it becomes a huge

problem as overall aid levels have declined from a:high of over $18 billion/year in 1994 to

$13 billion/year currently. This means that the debt issue has actually increased in

importance and has an increased adverse impact on development.

The problems of micro-management and "projectitus" have been recognised as

dysfunction by many. One solution put into practice has been to move from project to

sectoral assistance. Sector Investment Programmes (SIPs) have been instituted in a

number of fields and countries. They are not without problems, but do bring welcome

focus on higher level issues and resource requirements.



Taken as a whole, however, the donor system inadvertently weakens African

ownership of its development at a time of rising confidence and ability by African leaders

to manage their own development. Finally, regarding aid, is the matter of levels. As

indicated elsewhere in this proposal, a gap analysis concludes that over and above what

can be expected in added savings within Africa, an additional $10billion a year in

investment is required in order to have a sufficient growth rate to really reduce poverty in

the internationally agreed timeframe.

But, rather than being able to gain additional aid (e.g., through the reallocation of

aid levels from parts of the world now able to finance their own development), aid to

Africa faces donor publics fatigued by the effort. There is a growing cynicism about aid, a

too ready willingness to hoist the white flag rather than to remedy the clear problems.

And this faces both African leaders and their donor friends with a common quandary in

which the legitimacy of the enterprise must be defended. Furthermore

i) The majority of countries have not yet made the kind of unequivocal

commitments to the generally agreed core development tasks which

are necessary to assure they are on a sustainable course;

ii) Domestic resource mobilisation, even under improved policies, will

rise to no more than 20% of GDP, still short of the 25% investment

rate required for a growth rate which will better assure meeting the

international development goals;

iii) Additional resources need to be found in order to mount credible

nation-wide plans to meaningfully reduce the spread of HIV/AIDS;

and

iv) The international economic environment for Africa is still cloudy with

an unresolved debt crisis, limited market access for its products and

tenuous aid levels,

v) Several African countries are either emerging from or engaged in

conflict

The above discussion provides a rationale for a New Global Compact with Africa. The six

guiding principles outlined below draw on the emerging consensus on the actions

required to reverse Africa's decline.

ZZ.I Guiding Principles

1. Ownership by Africans. The Compact recognises that the real causes of poverty

and human deprivation lie deep in national circumstances. Improvements in the

external environment can help greatly, but they can never substitute for domestic

reforms. Therefore, African governments must tackle their own problems...not

because of donor conditionality, but because for development strategies to be

successful, they must be locally owned and locally designed; they must reflect local

realities and must build on local capacities.

2. Mutually agreed goals rooted in the international development targets. The

International Development Targets (IDTS), which emerged from a series of UN



summits, have created an unprecedented consensus about the goals of development

over the next 15 years.

3. Recognition of Diversity. The Compact recognises that countries and sub-regions

are diverse, much as they have a lot in common. Thus the Compact provides a broad

framework within which differentiated country and sub-regional levels of actions can be

taken. In other words, rather than have a single test for all countries, progress is

expected based upon each country's status.

4. Predictability. A new relationship between Africa and its partners should be

predicated upon long-term commitments that can be relied upon, subject to good

performance. In terms of aid, this means moving away from restricted project finance

and towards resources channelled through the budgeting process so that aid to

government is fully integrated into public expenditures.

5. Monitorable and Observable Outcomes. Progress shall be measured against

mutually agreed indicators and benchmarks. To the maximum extent possible these

indicators and benchmarks will be developed by African institutions.

6. Mutual Accountability. Rather than a treaty, the Compact will be an evolving set of

relationships in which Africa and its official partners will hold each other accountable

for overall performance on respective obligations. The parties will work together to

see that all the above principles are carried out.

III. The African Economy at the Dawn of the New Century

777/5 sect/on willprovide a briefdescription ofAfrica's recent economic performance with a

focus on the diversity in outcomes and experiences across the continent .Key constraints

to Africa's development are identified, The constraints suggest that self-sustained

development must encompass (i) sustained economic growth, (ii) structural transformation

ofAfrican economies and (ill) integration ofAfrica into the global economy.

The recent economic recovery in Africa has given grounds for new optimism In a clear

departure from the past, no country in Africa experienced negative GDP growth in the last

year of the last century. Only one country posted a growth rate of less than one per cent.

Twelve countries had growth rates between 5 and 6.9 per cent. The number of countries

with growth rates at or in excess of the 7 per cent per annum required for the reduction of

poverty by half by the year 2015 increased to 5 in 1999. The highest growth rate of 10

percent was recorded by Mozambique and Equatorial Guinea.

Africa is a diverse continent There are countries emerging from conflict, least developed

countries (LDC's), landlocked countries, small island countries, countries with major

governance issues and countries which have reached the stage of sustainable growth.

The performance of the African economies on the basis of different economic groupings

divulges an interesting pattern.

Growth in the G-5 economies in 1999 was some 10 per cent lower than what it was in the

previous year. The G-5 economies together account for 59 per cent of GDP of the region



r^

and 37 per cent of the population. Performance marginally increased in South Africa and

Algeria . However, performance declined in Egypt, in Nigeria, and most importantly in

Morocco, depressing the overall growth rate of this group.

Aggregate economic growth for the 11 oil exporting African countries increased

marginally from 3.6 per cent in 1998 to 3.7 per cent in 1999. This group was negatively

affected by the drastic decline in oil prices, mainly during the first half of the year, and by

civil and political instability as well.

The six island economies are small, contributing less than 2 per cent to the region's GDP

and account for a little over 2 per cent of the population. Their composite growth declined

from 4.6 per cent in 1998 to 4.0 per cent in 1999. Growth in the island countries was

largely affected by Mauritius, which accounts for 45 per cent of the group's GDP and

whose growth rate declined from 6.4 per cent in 1998 to 4.2 per cent in 1999.

The least developed African countries account for 16.5 per cent of the GDP and 47 per

cent of the population. They have been very dynamic in recent years, posting GDP growth

rates well in excess of the continental average. In 1999 they managed to achieve 4.5 per

cent, up from the previous year of 4.3 per cent.

The 15 land-locked countries in Africa account for about 10 per cent of the regional GDP

and 23 per cent of the population. This group of countries managed to increase their

growth rate from 4.2 per cent in 1998 to 4.9 per cent in 1999.

An overall review of the performance of African countries shows that the fast growing

economies are the three disadvantaged groups, namely the small island economies, the

least developed and the land-locked. On the other hand the large African economies

tended to be sluggish. One factor explaining the high growth rate for the "disadvantaged

economies" is the fact that they are moving from a low level where a small addition to

GDP tends to be magnified.

The group of five good performers in Africa (G5) have demonstrated the ability to adopt

sustainable reforms and have achieved structural diversification, and thus can cushion

themselves against possible external shocks. These countries show strong positive trends

in core infrastructure, high and improving levels of education attainment, international

competitiveness, as well as robust financial markets. The G5 benchmark countries are

Botswana, Mauritius, Morocco, South Africa, and Tunisia. While Egypt and Algeria have

demonstrated episodes of good performance they did not satisfy the requirement of

sustained improvement in economic performance to be categorised as one of the G5

countries.1

The group of 14 potentially emerging SSA countries (G14). These countries show the

prospect of a sustainable take-off during the forecast period of 15 years. They displayed

significant progress in removing macroeconomic imbalances and relative price distortions -

including inflation, budget deficits, black market foreign exchange premium and real

exchange rate misalignment. Compared to other SSA countries, G14 countries also exhibit

a potential for financial sector development with less distortion in their financial system.

The G14 also show lower political instability, which could contribute to the implementation

of more sound policies over the projection period. Half of these potentially emerging



countries belong to the CFA zone: Benin, Burkina Faso, Cote d'lvoire, Gabon, Mali,

Senegal, Togo and the rest are: Ghana, Ethiopia, Kenya, Mauritania, Mozambique,

Uganda, Zimbabwe.

The group of18 other SSA countries (G18). These countries do not meet the criteria for

sustained improvement in economic performance. In addition to the above-mentioned

differences with the G14, these SSA countries have two significant differences with the

emerging G14. First, the forecast for G18 countries shows a significantly lower investment

than that of G14 (14.2% compared to 20.5% for the forecasting period). Second, the G14

shows more appropriate macroeconomic policies and less structural imbalances (related to

trade and finance) than that of the G18 SSA countries.

Several lessons can be drawn from the recent diverse experience of African countries.

First, the sustainability of this recovery is in question because it has not been underpinned

by a strong domestic savings base. Second, the economies in the region remain highly

vulnerable to external shocks. Indeed, despite the higher than average performance of the

region's economy during the second half of the decade, the record for the whole decade

(1990-99) is one of continued decline in per capita income. The rate of growth for the

decade averaged 2.1 per cent per annum. This performance was less than the

corresponding yearly increase in population estimated at 2.8 per cent, and considerably

less than the rate of growth required to reduce poverty by the internationally agreed

magnitude and target period

Third, while weather conditions exacerbated the agricultural sector in many parts of the

region deteriorating primary commodity prices, declining external resource flows and

external debt servicing imposed additional downward pressure on economic activity.

In conclusion we note that despite substantial progress on reforms - macroeconomic

stabilisation, deregulation and privatisation, trade and exchange liberalisation—there

remain structural constraints and institutional weaknesses that have inhibited a vigorous

domestic supply response to the market reforms. The constraints suggest that self-

sustained development must encompass (i) sustained economic growth, (ii) structural

transformation of African economies and (iii) integration of Africa into the global economy.

IV. African National Actions

This section will spell out the key Issues which should underpin the specific actions that

African countries must take to claim the 21st Century. The actions are highly selective,

focusing on key priority areas and highlighting the best practices and lessons drawn from

Individual country experiences. Illustrative country examples will be provided. Recognition

is given to the fact that no single plan or set ofactions is suitable for all the countries on

this diverse continent The actions spelled out here provide the basis from which individual

country plans that reflect local realities and build on local capacities can be developed.

Good Governance



Key issues: There is a strong link between good governance, functioning institutions and

poverty reduction. A market economy cannot function well in the absence of good

governance, and functioning institutions. Resources will not be allocated to their most

efficient uses, people will engage in directly unproductive activities such as rent-seeking,

bribery and corrupt practices. Productivity growth will be undermined. Fewer jobs will be

created and household incomes and welfare will decline. The essential elements of good /

governance encompass a range of actions aimed at creating more open participatory

societies and promoting greater accountability and transparency in public affairs. For

poverty reduction to be achieved it is imperative that there is a commitment to a Code of

Good Governance that ensures and guarantee the rights of each citizen; that strengthens

democracy and promotes the rule of law.

Conflict

Key Issues: The causes of conflict are as numerous as the conflicts raging on the

continent. While there is no single causal agent there are certain fundamental features of

conflicts that can provide insights into how countries can reduce the probability of conflict.

First, poverty is highly correlated with conflict. It is now clear that conflict is both a cause

and an effect of poverty. Second, while many conflicts have a manifestation in ethnic or

religious competition, the underlying factors are complex and involve economic, social and

political relationships. Third, countries with fragile resource base, large and growing

populations, and high youth unemployment, are likely to be confronted with competing

demands for control of shrinking resources thus raising the probability of conflict breaking

out. Fourth, many conflicts have arisen as a result of a breakdown of a society's

institutional process for peaceful resolution of problems. These four "stylised facts"

illustrate the central role that huniajiJgyejojgnTent interventions that redj^e^overty^

reduce inequalities in accessjo^j^au^

gr^wgSdlC^ci^rcaTr^o^J'ameiiorate the conditions ^atlead^'ifonifrrciir The "stylised
facts" also show that what is needed is reconstruction _of thejenabjing._condjtjons_ for a

functioning viable state. These enabling conditions are the well functioning institutions

aTuTgovemaTi&issnBSTlealt with in the previous section. The "stylised facts" suggest that
the overall challenge for African countries is to devise how best to integrate a concern for

conflict prevention into development plans.

Poverty Reduction

Key Issues: There is a world-wide consensus that poverty reduction should be the central

objective of all human development plans and interventions. African governments have

endorsed the GHnp!£rjensJV£-litev^ as the framework around which
these interventions could be forged. The challenge is to strengthen national capacity to

design and implement national poverty reduction strategies, ensure that these strategies

foster the achievement of the IDTs and to put in place institutions and processes that truly

reflect the spirit of the PRSP for African ownership, broad-based participation and

accountability. There is real threat that the HIV/AIDS pandemic, unchecked, could wipe

past and future gains in poverty reduction. As such, addressing the HIV/AIDS impact on

development poses an additional challenge for the continent. Poverty also has a gender

dimension that calls for calculated responses to reduce the gap between men's and

women's economic opportunities and their participation in the market economy.
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Sustainable Development

Key Issues: The ultimate objective of poverty reduction will only be attained if it is

pursued in tandem with the objective of establishing self-sustained development that in

turn encompasses structural transformation of African economies. The structural

transformation of an economy from reliance on low value-added primary sectors

(agriculture and mining) to high valued added sectors like manufacturing and services is

an integral feature of the development process because it enables an economy to sustain

high rates of balanced growth while reducing the vulnerability of the economy to external

shocks. To catalyze the structural transformation of African economies requires

modernization of small holder subsistence agriculture with the explicit aim of increasing

agricultural productivity. The long-run objective is for African economies to develop vibrant

economies based on manufacturing and services, with modern agricultural sectors that

ensure food security for all and; with agricultural practices that preserves the environment.

The challenge is to devise actions that will increase agricultural productivity through

agricultural research (high yielding varieties, genetically modified crops, pest resistant

seeds), agricultural extension and soil conservation.

Investmentand Growth

Key Issues: Economic growth is a necessary but not sufficient condition for poverty

reduction. Ensuring high and stable growth rates is therefore an imperative of any

development plan. Private investment is a fundamental determinant of economic growth.

Therefore the challenge for Africa is to ensure that high-quality, high-return investments

generate the growth rates required reduce poverty by half by 2015. Africa requires an

investment rate of 33 percent of GDP to achieve GDP growth rates of 7 percent. The

average investment; rate for the period 1991-1996 for Africa is 20 percent. Resource

mobilisation through increases in domestic savings, private portfolio flows, foreign direct

investment and external assistance pose a serious challenge for Africa. National actions

must be devised in each of these areas so as to finance Africa's development.

RegionalIntegration

Key Issues: Th$ challenge of Africa development is compounded by globalisation as the

world shifts towa^fclaTgelrading blocs. Regional trading blocks make more efficient use
of capital labour ^nd natural resources. The economies of scale in productive investments
particularly in large;infrastructure and utilities projects reduce the cost of private public

sector operations; As national macroeconomic policies are harmonised, efficient producers

will expand theirj market: share and prices will be come more competitive on world markets

attracted by the larger market and technological innovations. Regional groupings reduce

transaction costs. The; challenge is for Africa to take concrete actions that drive the

regional integration process forward.

Information and Communication Technologies
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Key Issues: Information and communication Technologies, driven by the convergence of

computers, telecommunications and traditional media are crucial for the knowledge base

economy. Advances in information technology have ushered in an economic

transformation as profound as that of the Industrial Revolution of the 19th century. A

knowledge-based economy has enormous implications for how we educate our children,

train our workers and communicate with each other. However, people in Africa are at risk

of falling farther behind in a highly competitive, integrated knowledge-based economy. In

principle the New Economy holds out enormous potential for accelerating the convergence

of the poorest countries in Africa, many of which suffer from natural disadvantages as well

as long standing policy failures. For instance, information technology could help isolated

African villages overcome the barriers of time and space in competing global markets. But

when the large majority of Africans have yet to use a telephone and 40 percent of African

adults cannot read, there is a chance that technology will speed divergence. The challenge

is for Africa to develop the necessary capacity to tap into the global system of information

and knowledge. This calls for a range of public policies to address the serious

impediments, including inadequate telecommunications systems, restrictive laws and

regulations obstructing flows of information, the shortage of trained professionals in

computers, database management, science engineering and business.

V. International Partner Actions

This section will spell out the key issues which should underpin the specific actions that

the international community needs to take to fulfil its obligations under the new global

compact

First, ensure greater market access for African products.

African countries have seen little improvement in their access to many industrial country

markets. Tariff and tariff rate quotas in industrial countries protect national markets from

imports from many African countries. These measures are imposed on products in which

African countries are more competitive—labour intensive exports of textiles, clothing and

footwear, processed agricultural products. Tariff levels for a wide range of goods increase

with the level of processing. This is true for spices, jute and vegetable oils. Such tariffs

discourage African countries from processing their primary products in precisely those

areas where African countries have a competitive edge.

Second, provide more and more effective official external assistance.

When policies are good, external support can and does have a significant and positive

impact. However, Official Development Assistance (ODA) currently amounts to only

0.35% of the combined GNP'of the OECD countries, compared with the international
target of 0.7%. This is inadequate because Africa faces a financing gap of nearly $10

billion per annum excluding the added burden of coping with HIV/AIDS. Increasing the

quantity as well as the quality of global development assistance must be a global

humanitarian imperative at a time when the total per capita health budget in many African

countries is less than $5 per year. Yet net official foreign assistance transfers per capita to

Africa are now more than one third lower, in real terms, than they were in 1990. This is a

10



■ -

challenge that the worlds richest countries have a particular responsibility to confront. If

ODA is to be effective it needs to be based on a new compact where commitments to the

aid effort are treated as firm obligations, where annual flows move predictably, and where

aid allocations are made in accordance with poverty levels and demonstrated

performance.

Third, devise new external debt mechanisms for post conflict, middle-income and HIPC

countries

Countries emerging from conflict face unique problems in rebuilding a peacetime

economy. Actions by the international community to provide debt relief is important if the

momentum from conflict to peace is to be maintained. Debt relief will yield a "peace

dividend" that can yield valuable resources to governments to build physical infrastructure

destroyed during the conflict. The "peace-dividend" can be used to deliver services in

health and education. Finally the "peace-dividend" can provide the conditions that will

allow the private sector and institutions of civil society to resume commercial and

productive activities.

Brady Bond type arrangements that are based on the voluntary exchange of commercial

debt for a menu of options including bonds or new money should be considered for

several highly indebted middle income African countries (Nigeria is the only African

country with a Brady agreement). Brady agreements have led to the securitization of the

external debt, to a relaxation of credit constraints and to greater access to international

financial markets for countries in Latin America.. Actions need to be taken to devise

"Brady Plus" for countries such as Gabon with a per capita GDP of $4,975 but with 60

percent of its people below the poverty line.

For the heavily indebted poor countries, debt relief is a crucial part of establishing a

virtuous circle of poverty reduction and human development. However, there are concerns

that the debt relief has not been deep enough to ensure a lasting exit from the debt

overhang problem. To ensure that the countries that receive debt relief avoid getting

themselves into the same problems all over again greater recourse should be given to

grant financing for eligible HIPC countries. Action needs to be taken to devise debt

mechanisms that go further than the enhanced HIPC.

Fourth, narrow the digital divide.

A digital divide has emerged among and within countries in terms of access to and use of

ICT, including Internet and broad band communication. The digital divide within countries

is reflected in the substantial barriers to participation in the ICT revolution by the poor

and the marginalized in African countries. The digital divide among countries is reflected in

the fact that developing countries share just 4.6 percent of global internet host sites while

they are home to 85 percent of the worlds population. International action is needed to

extend ICT networks to African countries that either due to their small size , geographical

location, low literacy or low institutional investor rankings are unable to attract private

sector investment. International actions are needed to provide universal access to ICY

within African countries, through innovative programs such as the Grameen Phone

Project. The goal is to bring telephones and Internet within reach of rural and other

disadvantaged communities. The international community needs to take global actions in
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the areas of education, research and best practice dissemination that have the potential to

offer significant development benefits. In this regard several global initiatives have already

been initiated such as the G8 Dotforce initiative launched at Okinawa and hosted by the

World Bank, the Global Development Network and the African Virtual University. More

and more innovative actions along these lines are needed.

Fifth, increase resources for the provision of global and regional publicgoods

Several major challenges facing Africa such as the HIV/AIDs pandemic, resistant malaria

and tuberculosis strains, under provision of agricultural research and environmental

degradation have global and regional dimensions and therefore require international

collective action. These challenges have attributes of global and regional public goods.

Knowledge, health, financial stability, peace and environmental sustainability are all global

and regional public goods. Public goods are those that the market itself cannot provide

and whose benefits cannot be easily confined to a single "buyer". Yet once they are

provided many can enjoy them for free —so called "free-riding". The result is under

provision or insufficient or unequal access to new medicines, new technologies,

agricultural research findings and greater depletion of the environment (tragedy of the

commons).

Regional public goods provide a strong rationale for regional initiatives in the provision of

aid, the provision of ICY , in infrastructure development, in medical and agricultural

research, higher education, peace-keeping initiatives. Poverty eradication though not a

global public good per se, contributes to other global public goods. Eliminating poverty

benefits not just the poor, but also the rest of the world, as it strengthens peace and

stability, global health and market efficiency. International actions to increase the

provision of global and regional public goods is imperative.

Six, broader reform ofthe International Financial Institutions

The development effectiveness of these institutions need further improvement. Reforms

should advocate greater selectivity in lending, with increased focus on accelerating

growth and reducing poverty in the poorest countries, a strengthened link between

lending allocations and country performance, , and improved donor co-ordination and

collaboration.

VI. Monitoring and Evaluation of the Compact

The ECA has developed several indicators that can be used by member countries to monitor

their own progress.

Economic Sustainability Index

The Economic Sustainability Index (ESI) assesses a country's medium- to long-term

potential to maintain sustainable economic performance by focusing on indicators of

sustained growth, human capital development, structural diversification, transactions

costs, external dependency, and macroeconomic stability. Each country is given a score
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between one and ten on the basis of how it compares with the average of three best

performers in Africa.

Sustained Growth Index:

The sustained growth index (SGI) is intended to capture the path-dependent nature of

growth and sustainabiiity - a country with sustained good growth in the relevant portion

of its past has a greater capacity to do so in the future than a country with patchy

historical growth accomplishments. The SGI accounts for three aspects of the growth

process - level, regularity, and volatility of growth rates of per capita real GDP.

The Human Capital Index

The human capital Index (HCI) measures performance of countries in the areas of health

(access to safe water, access to medical services, mortality, life expectancy, and incidence

of AIDS) and education (literacy, school enrolment, and higher education).

External Dependency Index:

The External Dependency Index (EDI) is divided into two categories: debt (debt stock and

debt service) capturing the debt burden, and dependence (official development assistance,

food imports, and export destination) indicating the extent to which a country is reliant on

donors and a single trading partner.

Structural Diversification Index:

The Structural Diversification Index (SDI) assess the extent of structural diversification by

combining export portfolio diversification with the extent of single primary commodity

export concentration and the share ofmanufacturing in national output

Transaction Costs Index:

The Transaction Costs Index (TCI) captures the degree of transaction costs by

determining the effective supply and costs of provision of utilities, communications, and

transports terms of

Macroeconomic Stability Index

The Macroeconomic Stability Index (MSI) assess the degree of macroeconomic stability

and is comprised of export strength, savings, investment, inflation, and current account

balance.

Information and Communications Technology Index

Th is index will take account of the following desirable features

• Overall ICTpenetration:This will be measured through the following variables

telephones per capita, internet users per capita, traffic per capita, size of international

gateway, e-commerce per capita, postal use per capita.
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Access for the excluded: telephone/internet/postal and broadcast access among the

poorest, percentage of land are/population with access.

Cost and quality ofservice, cost of local/international calls, ISP service and high

bandwidth connectivity, waiting time for a phone line, percentage of calls completed

successfully.

Quality ofcontent: size and number of local language websites, frequency of hits.

Availability ofskills: number of students given internet based education

Status ofreforms: whether a well regulated competitive environment exists for private

sector participation in the sector..

Governance Indicator

The governance indicator measures progress towards good governance. The three main

components are (i) political representativeness (including inter alia gender and social

group representation, constitutional and statutory protection of the rights of the opposition

to free assembly, free speech and access to public media) , (ii) institutional effectiveness

(independent and impartial judiciary , parliamentary oversight of the executive branch

including public accounts, depth and quality of decentralisation).(iii) and economic

management (whether institutions of macroeconomic management are independent and

effective).

Regional Integration Indicators

This indicator will measure progress at the sector, national and sub-regional levels

towards achieving the goals of regional integration, At the sub-regional levels progress

towards the establishment of free trade areas, customs unions, macro-economic policy

convergence and production integration will be monitored. At the sector, level progress in

regional initiatives such as infrastructure provision will be recorded.
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