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foreword 

For	over	30	years,	development	work	has	been	the	“bread	and	but-
ter”	of	Abdoulie	Janneh.	From	the	beginning	of	his	career	in	1979	at	
the	United	Nations	Development	Programme	(UNDP)	to	his	current	
position	as	United	Nations	Under-Secretary	General	and	Executive	
Secretary	 of	 the	 United	 Nations	 Economic	 Commission	 for	 Africa	
(ECA)	Mr.	Jannneh	has	devoted	his	entire	career	to	developing	strat-
egies	and	interventions	that	would	lead	to	uplifting	the	lives	of	many	
lessfortunate	Africans.		

As	a	consummate	development	practitioner	and	activist,	 	Abdoulie	
has	spoken	often	about	Africa’s	development	challenges	at	different	
fora	around	the	world	and	how	thesechallenges	can	be	overcome.	
He	believes	 that	 strategies	 for	 the	development	of	Africa	must	be	
centred	on:	(1)	regional	integration;	(2)	sustainable	growth;	and	(3)	
good	governance.	Through	Abdoulie’s	commitment	and	leadership,	
ECA	today	is	home	to	a	range	of	initiatives	touching	on	key	aspects	
of	development	–	from	climate	change,	governance,	statistics,	trade,	
Information	and	Communications	Technology	(ICT)	for	development,	
to	the	advancement	of	women.	

Regional	integration	is	essential		for	achieving	sustainable	economic	
development	of	Africa,	and	for	the	continent’s	integration	into	the	in-
creasingly	competitive	global	economy.	The	benefits	of	larger,	more	
efficient	markets	–	notably	increased	trade	and	investment,	and	im-
proved	competiveness		can	help	Africa	overcome	its	 	development	
challenges.	That	is	why	African	countries	and	their	regional	econom-
ic	communities	(RECs)	are	pursuing	the	process	of	integration	along	a	
path	of	Free	Trade,	Customs	Union	and	Common	Market	and	eventu-
ally	an	African	Economic	Community	(AEC).	As	envisaged	under	the	
Abuja	Treaty	for	achieving		the	African	Economic	Community	(AEC),	
the	separate	economic,	monetary,	fiscal,	social	and	sectoral	policies	
applied	 separately	by	 the	54	countries	on	 the	continent	would	be	
fully	harmonized	and	integrated	into	single	and	uniform	policies	that	
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will	be	implemented	by	all	member	countries	of	the	African	Union.	
Furthermore,	an	AEC	would	give	Africa	a	wider	economic	and	market	
space	as	well	as	strengthen	its	economic	independence	and	empow-
erment	vis-à-vis	the	rest	of	the	world.In	recent	years,	the	economies	
of	African	countries	have	been	growing	at	a	robust	rate.	This	growth	
performance	can	be	attributed,	among	others	things,	to	better	mac-
roeconomic	 management,	 good	 governance,	 institutional	 reforms	
and	reduction	in	armed	conflicts.	In	addition	to	the	export	of	primary	
commodities,	the	strengthening	of	the	manufacturing,	financial	and	
telecommunications	services	as	well	as	tourism	have	contributed	to	
boosting	Africa’s	economic	growth.	The	good	economic	performance	
has	led	to	improvements	of	some	of	the	goals	and	indicators	of	the	
Development.	 	Despite	the	challenges,	African	countries	are	focus-
ing	on	sound	macroeconomic	stabilization	policies,	the	development	
of	a	clean,	sustainable,	reliable	and	affordable	infrastructure,	espe-
cially	energy,	as	well	as		improved	health	outcomes.	These	are	impor-
tant	ingredients	needed	to	achieve	sustained	and	equitable	growth	
which,	in	turn,	leads	to	sustainable	development.

The	work	of	ECA	and	others	clearly	demonstrate	that	good	govern-
ance	is	a	key	ingredient	for	economic	development	and	poverty	re-
duction.	The	accession	of	many	African	countries	to	the	African	Peer	
Review	Mechanism	 indicates	 that	 Africa	 is	 recognizing	 the	 impor-
tance	of	good	governance	for	the	attainment	of	economic	develop-
ment.		Although	the	level	of	commitment	and	the	speed	of	change	
vary	across	countries,	the	focus	on	participatory	and	democratic	sys-
tems	of	governance	seems	 irreversible.	 In	many	African	countries,	
economic	growth	has	been	accompanied	by	the	emergence	of	more	
participatory	Governments,	a	stronger	and	capable	State	and	an	in-
formed	and	involved	civil	society,	including	a	commitment	to	the	rule	
of	law	which	has,	in	turn,	improved	the	investment	climate.		

This	collection	of	essays		in	honour	of	Abdoulie	Janneh,	which	is	in	
three	parts,	provides	a	deeper	analysis	on	the	three	strategies	pre-
sented	above	for	economic	development.	It	shows	that	despite	the	
enormous	challenges,	Africa	 is	making	a	significant	progress	on	 its	
development	agenda.	That	 is	why	we	are	 seeing	 renewed	 interest	
by	the	 international	community	to	engage	with	the	African	Union.	
Africa’s	greatest	challenge	is	to	continue	to	sustain		economic	growth	
at	a	 level	 sufficient	 to	generate	employment,	particularly	amongst	
women	 and	 youth.	 It	 is	 clear	 from	 the	 analyses	 presented	 in	 this	
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volume	that		macro-economic	stability,	boosting		domestic	savings,	
and	promoting		private	investment	are	critical	and	necessary	to	sus-
tain	growth.	 Improving	governance	and	 strengthening	 institutions;	
speeding	 up	 regional	 integration;	 investment	 in	 human	 develop-
ment,	including	health,	education	and	basic	infrastructure;	promot-
ing	gender	equality;	and	sustainable	management	of	the	continent’s	
natural	and	environmental	 resources	must	be	core	components	of	
the	 strategy	 for	 advancing	 the	 African	 development	 agenda.	 Only	
an	 adequate	 response	 to	 these	 challenges	 will	 ensure	 that	 Africa	
achieves	its	full	potential	as	next	pole	of	global	growth.

A	recurrent	theme	in	the	essays	that	make	up	this	volume	is	impor-
tance	of	partnerships	to	take	advantage	of	the	comparative	strength	
and	advantage	of	various	organizations	to	achieve	a	greater	devel-
opment	 impact.	 As	 part	 of	 ECA	 repositioning,	Abdoulie	 spared	no	
efforts	in	building	appropriate	partnerships	with	a	wide	range	of	or-
ganizations,	including	the	AU	Commission	in	order	to	support	African	
countries	 to	 address	 their	 development	 challenges.	Again	 through	
Abdoulie’s	unrelenting	efforts,	the	partnership	between	our	two	or-
ganizations	has	never	been	stronger!	

The	collection	of	essays	in	this	volume	illustrates	the	breadth	and	vi-
brancy	of	thought	and	ideas	that	became	the	hallmark	of	ECA	under	
Abdoulie	Janneh.	It	is	my	wish	that	the	publication	will	stimulate	live-
ly	discussions	and	debates	among	development	practitioners,	policy-
makers	and	other	stakeholders	on	how	the	continent	moves	forward	
on	its	development	agenda.	Achieving	this	will	be	a	true	honour	to	
my	 friend	and	brother	Abdoulie	who	has	worked	tirelessly	 for	 the	
development	of	this	great	continent.	

Thank	you	very	much.

	
	 Jean	Ping
	 Chairperson,
	 African	Union	Commission.		
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Introduction
Since	the	inception	of	the	Organization	of	Africa	Unity	(now	the	Af-
rican	 Union),	 African	 leaders	 have	 focused	 on	 promoting	 regional	
cooperation	 and	 integration	 in	 Africa.	 They	 strongly	 believe	 that	
through	the	strategies,	policies,	programmes	and	activities	of	region-
al	integration,	the	fifty-four	fragmented	economies	on	the	continent	
could	be	integrated	into	one	strong,	robust,	diversified	and	resilient	
economy,	 supported	 by	 a	 first-class	 trans-boundary	 infrastructure;	
highly	educated,	flexible	and	mobile	workforce;	highly	mobile	finan-
cial	capital;	sound	health	facilities	and	peace	and	security.	They	con-
tinue	to	stress	that	the	spirit	of	ownership	and	self-belief	of	national	
development	policies,	which	gives	sufficient	policy	space	to	member	
States	to	design	strategies	that	address	their	specific	needs	with	a	
view	to	ending	aid	dependency	over	time,	must	underpin	the	pro-
cess	of	achieving	these	lofty	goals.	

The	need	for	 integrating	the	continent	remains	ever	stronger	if	Af-
rican	countries	are	 to	overcome	 the	constraints	of	marginalization	
in	the	global	market	place.		With	the	exception	of	a	few,	most	Afri-
can	countries	are	small	in	size	and	structure	and	their	economies	are	
poorly	developed.	Moreover,	most	of	their	economies	are	agrarian	
and	 less	diversified.	Furthermore,	trade	between	African	countries	
is	substantially	low.	That	is	why	the	African	Union	believes	that	the	
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imperative	for	integrating	the	markets	in	Africa	is	very	urgent	so	that	
its	member	States	can	overcome	the	constraints	arising	from	their	
small	domestic	markets	and	reap	the	benefits	of	economies	of	scale,	
stronger	 competition	 and	 increased	 domestic	 and	 foreign	 invest-
ment.

The	imperative	of	deepening	integration	of	our	continent	is	also	very	
strong	because	many	of	our	countries	face	numerous	common	chal-
lenges	that	need	to	be	tackled	by	collective	efforts.	These	problems	
include	the	marginalization	of	the	region	in	international	trade,	weak	
infrastructure,	weak	performance	in	macroeconomic	policies	and	in	
such	 regional	 commons	 as	 the	 environment	 and	 natural	 resource	
utilization.	In	addition,	many	African	countries	are	among	the	low-in-
come	countries	in	the	world.	Water	resources	from	important	rivers	
such	as	the	Nile,	the	Great	Lakes	and	Lake	Victoria,	are	common	to	
many	countries	and	therefore	need	to	be	managed	collectively	and	
concertedly	 for	 their	 sustainability.	 Additionally,	 sixteen	 countries	
are	landlocked	and	therefore	have	high	transport	costs	and	unique	
difficulties	that	can	be	resolved	through	improved	regional	coopera-
tion	or	integration.

Intra-African	trade	would	also	not	improve	with	the	current	quality	
of	Africa’s	infrastructure.	The	continent	needs	safe,	reliable,	efficient,	
affordable	and	sustainable	infrastructure	to	support	economic	activi-
ties	and	provide	basic	social	services,	especially	for	the	poor.	That	is	
why	the	United	Nations	Economic	Commision	for	Africa	(UNECA)	in	
cooperation	with	the	African	Union	Commission	(AUC),	the	African	
Development	Bank	(AfDB),	and	the	regional	economic	communities	
(RECs),	 continues	 to	 engage	 in	 programmes	 and	 activities	 to	 pro-
mote	 transport	 infrastructure	and	services	 in	Africa.	These	 institu-
tions	continue	to	advocate	for	maintaining	and	rehabilitating	existing	
roads,	expanding	road	networks	to	isolated	areas,	improving	railway	
networks,	replacing	obsolete	and	inappropriate	equipment	at	ports,	
developing	more	dry	ports	to	serve	both	 landlocked	countries	and	
interior	areas	of	coastal	countries	and	increasing	air	transport	con-
nectivity	on	the	continent.

Sustainable	management	of	Africa’s	vast	natural	resources	is	also	a	
major	 concern.	 This	 resource	management	 	 also	 requires	 regional	
cooperation	and	integration	among	countries	and	therefore	requires	
the	 pan-African	 institutions,	 the	 RECs	 and	 inter-governmental	 or-
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ganizations	 to	work	 closely	 in	 designing	 relevant	 policies	 and	pro-
grammes.	River	Basin	organizations	and	regional	power	pools	are	be-
ing	used	to	manage	shared	water	resources	and	energy	respectively.

Scientific	evidence	clearly	shows	that	because	of	greenhouse	emis-
sions,	 the	 global	 climate	 is	 changing.	 Poor	 developing	 countries,	
including	 those	 in	 Africa,	 are	 at	most	 risk	 because	 they	 are	more	
dependent	on	agriculture;	more	vulnerable	to	coastal	and	water	re-
source	changes;	and	have	 less	financial,	 technical	and	 institutional	
capacity	for	adaptation.		Furthermore,	some	of	our	African	countries	
are	in	the	Sahel	Zone	threatened	by	desertification	which	continues	
to	gain	ground	and	is	pushing	southward.		In	response	to	the	threats,	
member	States	of	the	African	Union	are	designing	a	comprehensive	
Action	Plan	on	how	to	mitigate	and	adapt	to	climate	change	on	the	
continent.

This	document	 is	partitioned	 into	seven	sections.	The	next	section	
focuses	on	the	the	involvement	of	ECA	in	regional	integration	on	the	
continent.	A	brief	discussion	on	the	historic	landmarks	of	Africa’s	in-
tegration	process	follows	Section	2.	Section	3	focuses	on	the	regional	
economic	communities.	Africa	has	a	number	of	 regional	economic	
communities	with	overlapping	mandates	and	duplication	of	efforts	
which	appears	to	stifle	the	continent’s	 integration	process.	Section	
4	therefore	addresses	the	need	to	rationalize	the	RECs	on	the	conti-
nent.	There	cannot	be	deeper	integration	if	we	do	not	have	physical	
integration,	making	 infrastructure	very	 important.	Section	5	there-
fore	provides	discussions	on	the	continent’s	infrastructure	agenda.

Evolution of regional integration in Africa
Africa	has	 a	 colourful	 and	 rich	history	of	 integration.	Many	of	 the	
African	leaders	at	the	time	of	independence	re-energized	the	spirit	
of	Pan-Africanism.	President	Kwame	Nkrumah	of	Ghana	indicated	at	
the	time	of	Ghana’s	 independence	that	Africa	must	unite	and	that	
the	independence	of	Ghana	was	meaningless	unless	it	was	linked	to	
the	total	liberation	and	unification	of	the	entire	continent.	

The	politics	of	 the	“Cold	War”	 in	 the	early	1960s	had	a	significant	
bearing	 on	 Africa’s	 integration	 agenda,	 by	 dividing	 the	 continent	
into	 two	 camps:	 the	 “Casablanca	 Bloc”	 and	 the	 “Monrovia	 Bloc.”	
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The	Casablanca	bloc	was	more	sympathetic	to	the	Eastern	ideology	
and	wished	for	a	faster	pace	at	unifying	the	continent.	On	the	other	
hand,	the	Monrovia	bloc	espoused	the	ideas	of	the	West	and	advo-
cated	for	independence	within	existing	boundaries.	In	a	bid	to	pre-
vent	the	division	of	the	continent,	Emperor	Haile	Selassie	of	Ethiopia	
and	other	prominent	African	leaders,	including	President	Kwame	Nk-
rumah,	formed	the	Organization	of	African	Unity	(OAU)	as	a	compro-
mise	of	the	ideals	of	the	two	blocs.	The	OAU,	which	was	launched	in	
Addis	Ababa	in	May	1963,	focused	mainly	on	the	promotion	of	the	
unity	and	solidarity	of	African	States.	The	OAU	immediately	set	up	
the	Africa	Liberation	Committee	to	promote	Pan-African	cooperation	
and	assist	in	the	liberation	of	countries	still	under	colonial	or	racist	
domination.

The	existence	of	 a	 common	external	political	 threat	was	a	power-
ful	 impulse	 towards	 regionalism	 in	 both	 Europe	 and	 East	 Asia.	 In	
Southern	Africa,	the	common	threat	of	Apartheid	South	Africa	in	the	
1970s	and	1980s	pushed	the	independent	countries	in	the	subregion	
towards	 economic	 and	 political	 cooperation,	 notably	 through	 the	
creation	of	the	Southern	African	Development	Coordination	Confer-
ence	(SADCC).	Nevertheless,	with	the	advent	of	democracy	in	South	
Africa,	no	such	threat	exists.	Threats	to	the	security	and	stability	of	
the	African	continent	come	 largely	 from	within.	Moreover,	 threats	
are	often	associated	with	poor	governance	rather	than	attempts	to	
destabilize	effective	Governments.

Until	 recently,	 there	 was	 a	 high	 level	 of	 political	 demoralization	
across	 the	 continent	 and	 a	 clear	 lack	 of	 confidence	 in	 political	 in-
stitutions	and	political	leaders.	However,	in	recent	years	the	leader-
ship	of	the	continent	has	rekindled	the	sense	of	African	personality	
with	the	transformation	of	the	OAU	into	the	AU.	The	OAU/AU	is	one	
of	the	few	regional	organizations	in	the	world	that	manages	to	hold	
yearly	summits	and	a	permanent	representative	council	of	ambas-
sadors	who	are	very	busy	with	the	formulation	of	decisions	for	the	
Summits.	The	Summits	of	 the	African	Union	have	made	 important	
landmark	Decisions	 that	 have	 advanced	 the	 integration	agenda	of	
the	continent.	The	Union	can	also	boast	of	a	body	of	African	charters	
and	conventions,	a	confident	and	vibrant	African	Commission	on	Hu-
man	and	People’s	Rights	and	a	Pan-African	Parliament.	
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The imperatives of regional integration in Africa

Regional	integration	remains	a	viable	strategy	for	the	development	
of	 the	 African	 continent.	 Theoretically,	 a	 regional	 integration	 ar-
rangement	 is	 a	preferential	 (and	usually	 reciprocal)	 agreement	 (or	
mechanism	or	scheme)	among	a	group	or	groups	of	countries	involv-
ing	the	reduction	of	barriers	to	economic	and	non-economic	trans-
actions	(or	interactions).	Such	an	arrangement	can	take	a	variety	of	
forms,	primarily	 differentiated	by	how	discrimination	 is	 applied	 to	
non-members	 and	 by	 the	 depth	 and	 breadth	 of	 integration	 stipu-
lated	(see	Box	1).	

Regional	integration	arrangements	differ	in	the	discretion	they	allow	
members	 in	 setting	 policies—particularly	 commercial	 policies—to-
wards	non-members.	For	instance,	some	arrangements	grant	mem-
bers	 discretion	 in	 setting	 commercial	 policies	 (preferential	 or	 free	
trade	areas)	while	others	set	common	commercial	policies	(customs	
unions).	Such	arrangements	also	vary	in	the	depth	of	their	integra-
tion,	ranging	from	preferential	tariff	reductions	for	members	(prefer-
ential	or	free	trade	areas)	and	synchronization	of	product	standards	
to	harmonization	of	tax	and	investment	codes	(common	markets	and	
economic	unions).	The	breadth	of	activities	covered	by	regional	in-
tegration	arrangements	is	a	third	source	of	diversity,	with	some	re-
stricted	to	trade	in	goods	and	others	extending	to	trade	in	services	
and	factor	mobility.	
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Box 1: Types of Regional Integration Arrangements

Regional	integration	arrangements	take	a	variety	of	forms:

Preferential Trade Area (PTA):	An	arrangement	in	which	members	apply	lower	
tariffs	 to	 imports	produced	by	other	members	 than	 to	 imports	produced	by	
non-members.	

Free Trade Area (FTA):	A	preferential	trade	area	with	no	tariffs	on	imports	from	
other	members.	Preferential	and	free	trade	areas	both	allow	members	to	de-
termine	tariffs	on	imports	from	non-members.

Customs Union:	Essentially	a	free	trade	area	except	that	members	must	impose	
common	 tariffs	 on	 non-members.	Members	may	 also	 cede	 sovereignty	 to	 a	
single	customs	administration.

Common Market:	A	customs	union	that	also	allows	free	movement	of	factors	
of	production	(such	as	capital	and	labour)	across	national	borders	within	the	
integration	area.

Economic Union:	A	common	market	with	unified	monetary	and	fiscal	policies,	
including	a	common	currency. 

Political Union:	The	ultimate	stage	of	integration,	where	members	become	one	
nation.	National	Governments	cede	sovereignty	over	economic	and	social	poli-
cies	to	a	supranational	authority,	establishing	common	institutions	and	judicial	
and	legislative	processes—including	a	common	parliament

Benefits of regional integration

The	challenge	of	tackling	the	host	of	economic	and	social	problems	
facing	various	African	countries	is	very	deep,	multi-faceted	and	cuts	
across	 national	 boundaries.	 Consequently,	 their	 solutions	 also	 re-
quire	 subregional,	 regional	 and	 continental	 strategies.	 That	 is	why	
the	need	for	the	integration	of	the	continent	is	stronger	than	ever.	
What	many	Africans	aspire	for	is	that	the	54	fragmented	economies	
on	the	continent	become	integrated	into	one	strong,	robust,	diversi-
fied	and	resilient	economy,	supported	by	a	first-class	trans-boundary	
infrastructure;	 a	 highly	 educated,	 flexible	 and	 mobile	 workforce;	
financial	 capital	 that	 is	 highly	mobile;	 sound	 health	 facilities;	 and	
peace	and	security.	Economic	integration	of	the	continent	has	there-
fore	 become	 a	major	 priority	 of	 Governments	 and	 the	 people	 of	
many	African	countries.
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Regional	 integration	 and	 cooperation	 can	 help	 overcome	 some	 of	
the	problems	 facing	African	economies.	There	are	several	benefits	
to	be	gained	by	the	continent	in	pursing	deeper	forms	of	integration.	
Among	them	are:

•	 Creating	a	common	market:	By	combining	markets,	regional	
integration	 arrangements	 can	 help	 African	 countries	 over-
come	 constraints	 arising	 from	 their	 small	 domestic	 mar-
kets—allowing	them	to	reap	the	benefits	of	scale	economies,	
stronger	competition	and	increased	domestic	and	foreign	in-
vestment.	Such	benefits	can	raise	productivity	from	its	cur-
rent	low	levels	and	diversify	production	and	exports.

•	 Increasing	 the	bargaining	power	of	African	countries:	 The	
small	 size	 of	many	African	 countries	makes	 cooperation	 in	
international	 negotiations	 an	 attractive	 option—and	 can	
be	 achieved	 through	 regional	 integration	 arrangements.	 In	
some	cases	cooperation	may	increase	countries’	bargaining	
power;	in	most	others	it	will	increase	their	visibility.	If	coun-
ties	can	negotiate	more	effectively,	they	will	achieve	better	
deals.

•	 Pooling	resources:	Some	of	 the	similarities	and	differences	
of	 African	 countries	 could	 make	 regional	 integration	 and	
cooperation	 beneficial.	Many	African	 countries	 share	 com-
mon	 resources,	 such	 as	 rivers	 and	 problems,	 such	 as	 HIV/
AIDS	and	low	agricultural	productivity.	But	African	countries	
also	 exhibit	 important	 differences,	 particularly	 in	 their	 en-
dowments.	Though	most	have	limited	resources,	some	have	
well-trained	workers,	some	are	rich	in	oil,	some	have	water	
resources	well	suited	for	hydroelectric	generation	and	some	
have	excellent	academic	institutions	which	are	improving	re-
search	and	development	capacity.	By	pooling	their	resources	
and	 exploiting	 their	 varying	 comparative	 advantages,	 they	
can	devise	common	solutions	and	achieve	more	efficient	re-
source	use	and	improve	overall	outcomes.

•	 Providing	a	framework	for	coordination:	Many	African	coun-
tries’	regional	integration	can	help	make	reforms	deeper	and	
irreversible.	Regional	 integration	arrangements	can	provide	
a	framework	for	coordinating	policies	and	regulations,	help	
ensure	 compliance	 and	 provide	 a	mechanism	 of	 collective	
restraint.
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•	 Conflict	prevention:	Regional	integration	arrangements	can	
help	prevent	and	resolve	conflict.	They	can	do	so	by	strength-
ening	economic	links	among	African	countries	and	by	includ-
ing	and	enforcing	rules	on	conflict	resolution.	In	a	continent	
where	 political	 instability	 and	 conflict	 remain	 major	 prob-
lems,	the	potential	 importance	of	this	role	cannot	be	over-
stated.

The	benefits	of	regional	integration	are	not	automatic.	A	number	of	
lessons	 are	 therefore	 relevant	 for	African	 countries.	 First,	 regional	
integration	is	just	one	of	the	instruments	that	can	be	used	to	speed	
up	the	economic	development	of	the	continent.	Hence,	for	effective-
ness,	integration	must	be	a	component	of	and	not	a	substitute	for	an	
overall	development	strategy	of	the	continent.	This	implies	that	re-
gional	integration	arrangements	should	be	used	to	address	problems	
for	which	they	have	a	comparative	advantage	over	other	means.	In	
addition	 to	 regional	 integration	 initiatives	 it	 is	 very	 important	 that	
African	countries	also	implement	domestic	policies	and	build	domes-
tic	institutions	aimed	at	promoting	growth,	macroeconomic	stability	
and	poverty	reduction.

Second,	 the	nature	and	magnitude	of	 the	potential	benefits	of	 re-
gional	 integration	depend	on	the	type	of	 integration	arrangement.	
Before	forming	or	 joining	a	regional	 integration	arrangement,	Afri-
can	countries	should	answer	a	number	of	policy	questions,	 includ-
ing:	Who	should	be	members	of	the	arrangement?	Should	members	
of	the	arrangement	adopt	common	commercial	policies,	for	exam-
ple	a	common	external	tariff	for	non-members?	And	how	deep	and	
wide	should	integration	be?	Answering	these	questions	helps	clarify	
expectations	 for	 an	 integration	 arrangement	 and	 helps	 determine	
whether	it	is	consistent	with	the	needs	and	objectives	of	prospective	
members.

Third,	 achieving	 the	 potential	 benefits	 from	 regional	 integration	
requires	a	 strong,	 sustained	commitment	 from	member	countries.	
Leaders	should	view	these	arrangements	as	more	than	good	“sound	
bite”	 economics	 and	 politics	 and	 dedicate	 the	 effort	 required	 to	
make	them	work.

Fourth,	regional	integration	arrangements	can	produce	winners	and	
losers	among	their	members.	Thus,	to	devise	strategies	for	boosting	



9Africa’s Regional Integration Agenda

gains	and	minimizing	losses	it	is	essential	that	members	realistically	
assess	the	potential	benefits	and	costs	of	regional	integration.	Such	
strategies	should	 include	a	transparent,	equitable,	rules-based	sys-
tem	for	sharing	gains	and	resolving	disputes.

Historic landmarks of Africa’s integration 
process
This	 section	 reviews	 the	 various	 initiatives	 taken	 so	 far	 by	African	
leaders	to	speed	up	the	process	of	economic	and	political	integration	
of	Africa.	The	first	part	of	the	section	examines	the	achievements	in	
the	1970s	and	1980s,	 including	the	Monrovia	Symposium	Prepara-
tory	Meetings,	the	Lagos	Plan	of	Action	(LPA),	the	Final	Act	of	Lagos	
(FAL)	and	the	Abuja	Treaty.	The	second	part	focuses	on	the	achieve-
ments	in	the	1990s	and	beyond,	including	the	Sirte	Declaration,	the	
Constitutive	Act	of	 the	African	Union	and	the	New	Partnership	 for	
Africa’s	Development	(NEPAD).	

The 1970s and 1980s

In	 a	 bid	 to	 tackle	 the	 challenges	 of	 political,	 social	 and	 economic	
development,	 the	 Organization	 of	 African	 Unity	 (OAU),	 organized	
a	 number	 of	 high-level	 meetings	 prominently	 the	Monrovia	 Con-
ference	(1979);	the	Lagos	Plan	of	Action	and	the	Final	Act	of	Lagos	
(1980).	

The Monrovia Declaration

In	July	1979,	the	Summit	of	the	OAU	Heads	of	State	and	Government	
adopted	“The	Monrovia	Declaration.”	The	declaration,	which	is	the	
precursor	 to	 the	 “Lagos	Plan	of	Action,”	provides	 guidelines	 to	be	
followed	by	member	States	and	concrete	measures	to	be	taken	at	
the	national,	subregional	and	continental	levels	for	the	creation	of	a	
“New	Economic	Order”	for	Africa	on	the	principles	of	self-sufficiency	
and	economic	and	social	development.	

A	series	of	high-level	meetings	organized	by	ECA	in	cooperation	with	
a	number	of	Pan-African	institutions	preceeded	the	Monrovia	Sum-
mit.	Some	of	these	meetings	emphasized	the	importance	of	region-
al	 integration	as	a	strategy	for	Africa	to	overcome	its	challenges	of	



10 Reflections on Africa’s Development: Essays in Honour of Abdoulie Janneh

under-development	and	poverty	that	afflict	many	of	 its	citizens.	 In	
commemoration	of	its	tenth	anniversary,	the	OAU	Summit	in	Addis	
Ababa	 came	out	with	a	Declaration	 that	 called	on	member	States	
to	take	significant	measures	to	attain	sustainable	economic	growth	
and	self-sufficiency.	At	the	third	conference	of	African	Ministers	of	Fi-
nance	and	Economic	Planning,	held	in	Nairobi	in	1975,	ECA	provided	
a	framework	to	assist	African	countries	to	become	autonomous,	self-
sufficient	and	to	grow	at	sustainable	levels.		The	Ministers	adopted	
the	framework	at	the	conference.

The	Eleventh	Extraordinary	Session	of	the	OAU	Council	of	Ministers,	
held	 in	 Kinshasa,	Democratic	Republic	 of	 the	Congo,	 in	December	
1976	also	came	out	with	what	 is	known	as	“the	Kinshasa	Declara-
tion.”	The	Declaration	called	for	free	ownership	and	control	of	natu-
ral	 resources	by	African	countries;	 the	establishment	of	an	African	
common	market;	 the	African	 Energy	Commission;	 and	 the	African	
Economic	Community	within	a	period	of	15	to	20	years.	In	the	same	
year,	 and	 also	 in	 Kinshasa,	 the	 fourth	 ECA	Ministerial	 Conference	
adopted	“the	Revised	Master	Plan	for	a	New	International	Economic	
Order	 in	Africa”.	The	plan	provided	the	framework	for	the	engage-
ment	of	Africa	in	the	global	market	place	and	gave	guidelines	for	the	
countries	to	be	autonomous	and	self-reliant.	The	OAU	Summit	held	
in	Libreville,	Gabon,	in	July	1977	adopted	the	“Kinshasa	Declaration”	
and	“Revised	Master	Plan.”

In	1979,	given	the	slow	pace	of	implementation	of	the	Declarations	
of	the	Summits	of	the	leadership	of	the	Summit,	ECA	together	with	
the	 then	 OAU	 organized	 a	 brainstorming	 symposium	 in	Monrovia	
with	the	theme	“prospects	for	Africa’s	development	and	growth	by	
the	year	2000.”	The	symposium	was	to	evaluate	the	growth	perfor-
mance	of	African	 countries	and	prescribe	 remedies	 for	addressing	
the	challenges.	

The	fifth	meeting	of	 ECA	conference	of	African	Ministers	 followed	
the	symposium.	The	conference,	which	was	held	in	Rabat,	in	March	
1979,	came	out	with	“the	African	development	strategy”.	The	OAU	
Summit	 held	 in	Monrovia	 in	 July	 1979	 later	 adopted	 the	 strategy	
which	became	part	of	“the	Monrovia	Declaration.”	
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The Lagos Plan of Action and Final Act of Lagos

The	Monrovia	Summit	was	followed	up	by	an	extraordinary	Summit	
of	the	OAU	in	April	1980,	in	Lagos,	which	was	devoted	exclusively	to	
economic	 issues.	 The	 Lagos	 Summit	 adopted	 “the	 Plan	 of	 Action”	
prepared	by	the	sixth	meeting	of	ECA	Conference	of	Ministers	held	
in	April	1980,	in	Lagos.	The	Lagos	Plan	of	Action	(LPA)	and	Final	Act	of	
Lagos	(FAL),	which	were	adopted	at	the	Summit,	sought	to	provide	a	
framework	for	the	implementation	of	the	Monrovia	strategy	for	the	
economic	development	of	Africa.	Both	the	LPA	and	FAL	lay	out	the	
principles,	objectives,	stages,	measures	and	priorities	for	achieving	
individual	autonomy	and	collective	self-sufficiency	and	for	establish-
ing	the	African	Economic	Community.

With	the	Declaration	of	the	LPA,	the	leadership	of	the	continent	set	
the	stage	for	the	establishment	of	an	African	Economic	Community,	
which	ensures	 the	economic,	 cultural	 and	 social	 integration	of	Af-
rica.	With	the	LPA	and	the	FAL,	Africa	adopted	a	development	pat-
tern	 based	 on	 the	 principle	 of	 individual	 autonomy	 and	 collective	
self-sufficiency.	The	main	context	of	the	LPA	includes	among	others:	

i.	 The	strengthening	of	subregional	and	regional	cooperation;

ii.	 The	promotion	of	economic	and	technical	cooperation	with	
developing	countries;

iii.	 The	strengthening	of	intra-regional	cooperation,	particularly	
intra-regional	trade;

iv.	 The	 promotion	 of	 sustainable	 economic	 development	 of	
member	States;

v.	 The	 integration	 of	 the	 economies	 of	member	 States	while	
preserving	their	social	and	cultural	values

The	time	frame	and	stages	 for	 the	 implementation	of	 the	LPA	and	
FAL	are	as	follows:

•	 1980-1985:		Preparation	and	development	of	the	Draft	Trea-
ty	establishing	the	African	Economic	Community;	creation	of	
necessary	national	and	subregional	institutions;	mobilization	
of	financial	and	human	resources;	awareness-building	cam-
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paign	among	African	people	through	seminars,	symposia	and	
dissemination	of	the	LPA.

•	 1980-1990:	 Strengthening	 the	 existing	 regional	 economic	
communities	and	creation	of	others,	where	they	do	not	exist,	
so	as	to	cover	the	five	regions	of	the	OAU.	Promotion	of	co-
ordination	and	harmonization	of	activities	and	programmes	
of	the	existing	and	future	RECs	with	a	view	to	gradually	es-
tablishing	the	African	Common	Market,	as	a	prelude	to	the	
establishment	of	the	African	Economic	Community.

•	 1980–2000:Foundation	 for	 the	 creation	of	 the	African	Eco-
nomic	 Community,	 through	 integration	of	 sectors	 and	 har-
monization	of	development	strategies,	policies	and	plans	of	
member	States.

The Abuja Treaty establishing the African Economic Community 
(AEC)

Part	of	the	requirement	of	the	LPA	was	a	Treaty	to	establish	the	Af-
rican	Economic	Community	(AEC).	That	Treaty	was	adopted	by	the	
OAU	 Summit	 in	 Abuja	 in	 1991.	 Forty-nine	 out	 of	 fifty-one	 States	
signed	the	Treaty,	committing	the	continent	to	economic	integration.	
The	Treaty	entered	into	force	on	12	May	1994.	

The	Treaty	lays	down	a	timetable	for	the	full	economic	integration	of	
every	square	millimetre	of	 the	continent.	Under	the	framework	of	
the	Abuja	Treaty,	Africa	would	become	an	economic	union	by	2027,	
with	a	common	currency,	full	mobility	of	the	factors	of	production	
and	free	trade	among	the	53	countries	that	make	up	the	continent.		
To	achieve	this	vision,	the	Treaty	suggests	that	the	process	of	integra-
tion	or	the	creation	of	the	AEC	should	be	over	a	period	of	34	years	
(1994-2027),	in	six	different	stages	of	different	durations.	

The	first	three	stages	of	integration	are	expected	to	take	over	twen-
ty-three	years	 (1994–2016).	 The	Treaty	 calls	 for	 the	establishment	
of	 free	trade	areas	and	custom	unions	at	 the	regional	 level	during	
this	period.	The	first	stage,	which	covers	1994	to	1999,	calls	for	the	
strengthening	of	existing	RECs	and	if	necessary	the	establishment	of	
new	ones.	Although	not	explicitly	stated	in	the	Treaty,	the	strength-
ening	of	the	RECs	could	include	mergers	and	consolidations	provided	
they	lead	to	convergent	integration.	
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The	second	stage	(1999-2007)	requires	three	plans	of	action.	First,	
member	States,	through	the	RECs,	are	asked	to	stabilize	existing	tar-
iff	and	non-tariff	barriers,	customs	duties	and	 internal	 taxes.	Stud-
ies	are	suggested	to	inform	the	RECs	on	a	timetable	for	the	gradual	
removal	of	barriers	to	intra-trade	and	the	introduction	of	common	
external	tariffs.	Second,	member	States	would	have	to	work	towards	
strengthening	 sectoral	 integration	 at	 the	 regional	 and	 continental	
levels	 in	areas	 such	as	 trade,	agriculture,	 transport,	money	and	fi-
nance.	 Third,	 the	activities	of	 the	RECs	are	 to	be	 coordinated	and	
harmonized.

The	third	stage,	which	should	take	not	more	than	10	years	(2007	to	
2016),	calls	for	the	creation	of	free	trade	areas	and	customs	unions	
at	the	level	of	the	RECs.		At	this	stage,	member	countries	would	grad-
ually	 eliminate	 internal	 tariffs	 and	 non-tariffs	 on	 intra-community	
trade	and	also	adopt	common	external	tariffs	with	third	States.

The	fourth	stage	(2017-2018)	builds	on	the	first	three	stages.		It	con-
centrates	on	the	coordination	and	harmonization	of	tariff	and	non-
tariff	barriers	among	RECs.	Africa	would	at	this	point	be	a	customs	
union,	with	a	common	external	tariff.	Although	the	Treaty	does	not	
spell	it	out,	the	fourth	phase	sets	the	stage	for	a	free	trade	area	and	
a	customs	union	at	the	AEC	level.	

An	African	Common	Market	 is	 to	be	established	at	 the	fifth	stage	
(2019-2022).	The	common	market	would	be	established	through:	(1)	
the	adoption	of	a	common	policy	for	all	sectors	of	the	economy,	(2)	a	
continent-wide	harmonization	of	monetary,	financial	and	fiscal	poli-
cies	and,	(3)	the	free	mobility	of	factors	(capital	and	labour)	of	pro-
duction,	including	the	rights	of	residence	and	establishment.	

The	sixth	and	final	stage	of	the	Treaty	would	see	the	establishment	
of	the	African	Economic	Community	(AEC).	This	phase,	which	should	
not	 last	more	than	5	years,	would	begin	 in	2023	and	end	 in	2027.		
The	creation	of	AEC	would	start	with	the	consolidation	and	strength-
ening	of	the	African	Common	Market.	Citizens	of	the	continent,	at	
this	stage,	would	be	 free	to	reside	 in	any	part	of	 the	continent.	 In	
addition,	there	will	be	a	single	domestic	market	and	no	restrictions	
placed	on	the	movement	of	capital,	goods	and	services,	as	all	sec-
tors	of	the	continent	become	fully	integrated.	All	these	factors	would	
culminate	in	the	creation	of	a	Pan-African	Economic	and	Monetary	
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Union	with	a	single	currency	 for	 the	continent.	A	common	African	
central	bank	would	be	established	to	manage	and	preserve	the	value	
of	the	single	currency	and	conduct	a	monetary	policy	for	the	entire	
continent.	The	final	plan	of	action	at	this	phase	is	the	establishment	
of	a	Pan-African	Parliament,	with	members	elected	 through	conti-
nental	universal	suffrage.

Based	on	the	timetable	of	the	Abuja	Treaty,	we	are	currently	at	the	
end	of	the	second	stage	and	must	be	preparing	for	the	third	stage	
where	the	RECs	would	begin	the	process	of	creating	free	trade	ar-
eas	and	custom	unions.	However,	a	number	of	challenges	have	con-
strained	 the	 creation	 of	 the	 AEC.	 These	 challenges	 include	 the	 fi-
nancing	gap	for	the	development	agenda	of	the	continent;	huge	debt	
over-hangs	of	African	countries;	and	economic	and	political	govern-
ance.	To	address	the	challenges	the	OAU	had	to	transform	itself	into	
the	African	Union	 in	 the	early	2000s	and	 the	New	Partnership	 for	
Africa’s	Development	(NEPAD)	had	to	be	introduced.	

The 1990s and beyond

In	the	1980s,	Africa	faced	many	challenges	including	the	negative	im-
pacts	of	the	structural	adjustment	programme	imposed	on	it	by	the	
Bretton	Woods	Institutions;	its	marginalization	in	the	global	market	
place;	 and	 the	massive	 external	 debt	 load.	 To	 address	 these	 chal-
lenges	and	others,	the	leadership	of	the	continent	undertook	a	num-
ber	of	measures	including,	the	Sirte	Declaration;	the	transformation	
of	 the	OAU	 into	 the	African	Union;	and	 the	establishment	of	New	
Economic	Partnership	for	Africa’s	Development	(NEPAD).

The Sirte Declaration

The	Sirte	Declaration	was	proclaimed	on	9	September	1999	at	the	
Fourth	 Extraordinary	 Session	 of	 the	 Organization	 of	 African	 Unity	
(OAU)	held	in	Sirte,	Libya.	The	Declaration	seeks	inter	alia	to:

•	 Establish	the	African	Union,	in	accordance	with	the	Charter	
of	the	OAU	and	the	tenets	of	the	Abuja	Treaty	establishing	
the	African	Economic	Community;

•	 Speed	up	the	implementation	of	the	Abuja	Treaty	establish-
ing	 the	African	 Economic	 Community	 by	 (i)	 shortening	 the	
timetable	for	the	implementation	of	the	Treaty;	(ii)	creating	
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all	the	institutions	provided	for	in	the	Abuja	Treaty,	such	as	
the	African	Central	Bank,	 the	African	Monetary	Union,	 the	
Court	 of	 Justice	 and	 the	 Pan-African	 Parliament;	 and	 (iii)	
strengthening	and	consolidating	the	regional	economic	com-
munities	as	pillars	for	achieving	continental	union;

•	 Mandate	the	Council	of	Ministers	to	draw	up	the	Constitutive	
Act	of	the	Union;

•	 Mandate	President	Abdelaziz	Bouteflika	of	Algeria	and	Pres-
ident	Thabo	Mbeki	of	 South	Africa	 to	explore	with	Africa’s	
creditors	the	possibility	of	securing	the	total	cancellation	of	
Africa’s	debt;	and

•	 Convene,	as	soon	as	possible,	an	African	Ministerial	Confer-
ence	on	security,	stability,	development	and	cooperation	on	
the	continent.

The Constitutive Act and the Establishment of the African Union

The	 African	 Union	 (AU)	was	 born	 in	 Durban,	 South	 Africa,	 in	 July	
2002,	after	a	three-year	transition	period.	The	AU	came	into	being	
after	a	series	of	Summits	and	Ministerial	meetings	(see	box	2).	The	
foundation	 for	 the	 AU	 is	 the	 Constitutive	 Act,	which	 entered	 into	
force	on	26	May	2001.
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Box 2:  Roadmap on the creation of the African Union

A	series	of	OAU	Summits	and	Ministerial	meetings	prepared	the	transformation	
of	the	OAU	into	the	African	Union,	beginning	in	1999:

Sirte (9September 1999): OAU Special Summit
•	 Libyan	proposal	for	a	federal	United	States	of	Africa	with	Pan-African	Par-

liament	to	be	established	in	accordance	with	the	model	of	the	American	
Congress;

•	 Sirte	Declaration	on	the	establishment	of	the	African	Union.

Abuja (May 2000): CSSDCA First African Ministerial Meeting
•	 Called	on	African	leaders	to	implement	the	Sirte	Declaration	and	estab-

lish	the	AU	and	the	Pan-African	Parliament,	and	speed	up	implementa-
tion	of	the	Abuja	Treaty	establishing	the	AEC.	

Tripoli (June 2000): Ministerial Conference on Establishment of the AU
•	 Clarification	of	the	relationship	between	the	OAU,	AU,	AEC	and	Pan-Afri-

can	Parliament	(PAP);
•	 Finalization	of	draft	documents	for	the	Lomé	Summit.

Lomé (11 July 2000): 36th OAU Summit
•	 Constitutive	Act	of	the	African	Union	adopted;
•	 CSSDCA	Solemn	Declaration	approved;
•	 Second	Extraordinary	Summit	held	in	Sirte	in	2001:	Amendments	to	the	

Constitutive	Act;
•	 Entry	into	force	of	the	Constitutive	Act	(26	May	2001)	–	one	month	after	

it	was	ratified	by	the	36th	member	State	(Proclamation	in	Abuja,	Nigeria).

Lusaka (July 2001): 37th OAU Summit
•	 Asked	Secretariat	to	prepare	the	launch	of	the	AU	and	make	proposals	to	

that	end	to	the	Durban	Summit;
•	 Year	from	Lusaka	to	Durban	Summits	designated	as	a	transition	year;
•	 NEPAD	adopted.

Durban (July 2002): 38th and last OAU Summit and first AU Summit
•	 OAU	disbanded	and	AU	formally	established	in	its	place;
•	 	First	year	was	designated	as	interim	year	to	allow	the	new	Interim	Com-

missioners	 to	 finalize	 proposals	 for	 the	 structure	 and	 financing	 of	 the	
new	Commission	and	on	modalities	for	election	of	new	Commissioners;

•	 Issued	a	NEPAD	Declaration	on	Democratic,	Political,	Economic	and	Cor-
porate	Good	Governance.
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Maputo (July 2003): second AU Summit with the following major results
•	 Election	of	Members	of	the	Commission	for	a	first	4-year	term	of	office;
•	 Approval	of	AU	budget	and	financing	proposals;
•	 Approval	of	the	structure	of	the	AU	Commission	and	plans	for	launching	

other	institutions	of	the	Union;
•	 Adoption	of	a	Declaration	on	integration	of	NEPAD	into	the	African	Un-

ion.

Source: Various	ECA	and	AU	documents

Among	the	main	objectives	of	the	Constitutive	Act	are:	

•	 To	achieve	greater	unity	and	solidarity	among	African	coun-
tries	and	among	African	peoples;

•	 To	defend	the	sovereignty,	territorial	integrity	and	independ-
ence	of	member	States;

•	 To	speed	up	the	political	and	socio-economic	integration	of	
the	continent;

•	 To	promote	and	defend	the	common	African	position	on	is-
sues	of	interest	to	the	continent	and	its	peoples;

•	 To	 promote	 international	 cooperation,	 taking	 duly	 into	 ac-
count	 the	Charter	of	 the	United	Nations	and	 the	Universal	
Declaration	of	Human	Rights;

•	 To	 promote	 peace,	 security	 and	 stability	 on	 the	 continent;	
to	 promote	democratic	principles	 and	 institutions,	 popular	
participation	and	good	governance;

•	 To	 create	appropriate	 conditions	enabling	 the	 continent	 to	
play	 its	role	 in	the	global	economy	and	in	 international	ne-
gotiations;

•	 To	promote	sustainable	development	in	the	economic,	social	
and	 cultural	fields	 and	 in	 the	 integration	of	African	econo-
mies;

•	 To	promote	 and	protect	 human	 and	peoples’	 rights,	 in	 ac-
cordance	with	 the	African	Charter	on	Human	and	Peoples’	
Rights	and	with	other	relevant	instruments	on	human	rights;

•	 To	promote	cooperation	and	development	at	all	levels	of	hu-
man	activity	with	a	view	to	raising	the	standard	of	living	of	
the	African	peoples;

•	 To	coordinate	and	harmonize	policies	among	the	existing	and	
future	regional	economic	communities;	speed	up	the	devel-
opment	of	the	continent	through	the	promotion	of	research	
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in	all	fields;	and	to	work	 in	concert	with	the	relevant	 inter-
national	partners	with	a	view	to	the	eradication	of	avoidable	
diseases	and	the	promotion	of	health	on	the	continent.

By	transforming	the	OAU	into	the	AU,	through	the	Constitutive	Act,	
the	 leadership	of	 the	continent	clearly	acknowledged	the	achieve-
ments	of	 the	OAU,	 since	 its	 inception	 in	1963,	 in	propelling	Africa	
into	greater	heights	in	the	21st	century,	focusing	on	the	continent’s	
political	and	economic	integration	objective.	Regional	integration	is	
to	be	 the	 focus	of	 the	Union,	 preparing	 the	 continent	 to	 face	 the	
challenges	of	globalization.	In	the	spirit	of	the	Abuja	Treaty,	the	inte-
gration	process	is	expected	to	stimulate	the	economies	of	member	
States.	The	integration	process	is	expected	to	pay	special	attention	to	
humanitarian	action	and	civil	protection.	

NEPAD

The	 New	 Partnership	 for	 Africa’s	 Development	 (NEPAD),	 a	 pro-
gramme	of	the	African	Union,	was	launched	by	the	then	OAU	Sum-
mit	held	in	July	2001,	in	Lusaka,		as	the	New	African	Initiative	(NAI).	
ECA	was	 instrumental	 in	the	formulation	and	design	of	the	NEPAD	
programme.	The	objective	of	this	socio-economic	programme	of	the	
Union	is	to	overcome	the	challenges	of	under-development		eradi-
cate	poverty	in	Africa	through	the	maintenance	of	sustainable	peace	
and	security	and	the	promotion	of	sustainable	economic	growth	and	
development.	 Furthermore,	 the	 programme	 seeks	 to	 enhance	 Af-
rica’s	participation	 in	 global,	 political	 and	economic	 affairs.	During	
the	first	AU	Summit,	in	July	2002,	in	Durban,	the	NEPAD	Initial	Action	
Plan	was	endorsed.	 The	Plan	 sets	out	priority	 areas	drawn	mainly	
from	 the	programmes	of	 the	Regional	 Economic	Communities.	Al-
though	not	involved	directly	in	programme	implementation,	NEPAD	
plays	the	role	of	advocacy,	promotion	and	mobilization	of	financial	
and	political	support	for	implementation	efforts.

NEPAD	was	born	out	of	the	merger	between	the	OMEGA	Plan,	initi-
ated	by	President	Wade	of	Senegal	and	the	Millennium	Partnership	
for	the	African	Recovery	Programme	(MAP),	initiated	by	Presidents	
Mbeki,	Obasanjo	and	Bouteflika.		The	main	priority	areas	of	the	pro-
gramme	are:

1.	 Peace,	security,	democracy	and	political	governance
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2.	 Infrastructure

3.	 Human	resources	development

4.	 Agriculture

5.	 Environment

6.	 Culture

7.	 Science	and	technology

8.	 Resource	mobilization

9.	 Capital	flow

10.	Market	access

In	 addition	 to	 quickening	 the	 implementation	 of	 projects	 in	 the	
above-mentioned	 priority	 areas,	 the	 NEPAD	 Secretariat	 works	 on	
multi-sectoral	problems	in	areas	deemed	crucial	for	the	attainment	
of	the	NEPAD	objectives:	communication,	popularization	and	estab-
lishment	of	partnerships.

The	APRM	is	by	far	the	most	successful	undertaking	of	the	NEPAD	
programme.	The	APRM	reviews	the	political	economic	and	corporate	
governance	of	member	States	that	have	acceded	to	the	APRM	and	
how	this	relates	to	economic	growth,	sustainable	development	and	
democratic	rights.	The	peer	review	scrutinizes	all	 levels	of	Govern-
ment,	parliament	and	the	judiciary	as	well	as	the	private	sector.	The	
APRM	is	clearly	a	demonstration	of	African	countries’	commitment	
to	addressing	the	challenges	of	bad	governance.	To	date	only	 four	
countries	have	fully	completed	their	review	process,	namely,	Rwan-
da,	Kenya,	Ghana	and	South	Africa.	

Regional economic communities as 
building blocks
The	 Constitutive	 Act	 of	 the	 African	 Union	 recognizes	 the	 regional	
economic	communities	(RECs)	as	the	pillar	on	which	the	African	Eco-
nomic	Community	would	be	built.	The	creation	of	RECs	in	Africa	is	
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not	new.	The	first	REC	in	Africa,	the	Southern	African	Customs	Un-
ion	(SACU),	began	in	1910.	The	Southern	Rhodesia	Customs	Union	
emerged	in	1949	between	South	Africa	and	present-day	Zimbabwe.	
The	Ghana–Upper	Volta	Trade	Agreement	between	Ghana	and	Up-
per	Volta	(now	Burkina	Faso)	started	in	1962	as	did	the	African	Com-
mon	Market	linking	Algeria,	the	United	Arab	Republic	(Egypt),	Ghana,	
Guinea,	Mali	and	Morocco.	Also	formed	in	1962	was	the	Equatorial	
Customs	Union,	 the	predecessor	 to	 the	Customs	Union	of	 Central	
African	States	which	had	as	members	Cameroon,	the	Central	African	
Republic,	Chad,	the	Congo	and	Gabon.	The	East	African	Community,	
comprising	Kenya,	Tanzania	and	Uganda	began	 in	1967	as	perhaps	
the	most	far-reaching	of	early	integration	attempts	in	Africa.

Most	 of	 the	 earlier	 regional	 blocs	 no	 longer	 exist	 in	 their	 original	
form.	However,	with	the	assistance	of	ECA	and	since	the	signing	of	
the	Abuja	Treaty,	new	groups	have	formed,	reflecting	African	coun-
tries’	continued	belief	 in	economic	cooperation	and	 integration.	 In	
West	Africa	there	are	three	economic	groupings:	the	Community	of	
West	African	States	(which	became	the	West	African	Economic	and	
Monetary	Union	or	UEMOA)	in	1973,	the	Mano	River	Union	(MRU)	
in	1974	and	the	Economic	Community	of	West	African	States	(ECO-
WAS)	in	1975.	The	Central	African	Customs	and	Economic	Union (CA-
CEU)	was	established	in	1974	and	the	Economic	Community	of	the	
Great	Lakes	Countries	(CEPGL)	in	1976.

The	OAU	Charter	and	 the	Constitutive	Act	establishing	 the	African	
Union	define	 the	anchoring	 ideals	of	African	unity	 (OAU	1963;	AU	
2000).	The	Lagos	Plan	of	Action	and	the	Abuja	Treaty	establishing	the	
African	Economic	Community	 (OAU	1980,	1991)	spell	out	 the	eco-
nomic,	political	and	institutional	mechanisms	for	attaining	this	goal.	
And	 the	 treaties	 establishing	 regional	 economic	 groupings	 before	
and	 since	 independence,	 while	 reflecting	 the	 rich	 geographic	 and	
economic	diversity	of	the	continent,	have	pan-African	dimensions.

Africa’s	current	 integration	 landscape	contains	an	array	of	regional	
economic	 communities,	 including	 eight	 considered	 the	 building	
blocks	of	the	African	Economic	Community:

•	 The	Arab	Maghreb	Union	(UMA	),	whose	five	members	en-
compass	five	North	African	countries,	excluding	Egypt;
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•	 The	Common	Market	for	Eastern	and	Southern	Africa	(COME-
SA),	whose	members	span	North	Africa	and	East	and	South-
ern	Africa

•	 The	Community	of	 Sahel-Saharan	States	 (CEN-SAD),	whose	
members	are	in	West	Africa,	Central	Africa,	Southern	Africa	
and	North	Africa;

•	 The	Economic	Community	of	Central	African	States	(ECCAS),	
whose	members	span	Central	Africa.;

•	 The	Economic	Community	of	West	African	States	(ECOWAS),	
whose	15	members	encompass	all	of	West	Africa;

•	 The	 Inter-Governmental	Authority	on	Development	 (IGAD),	
comprising		countries	in	the	Horn	of	Africa	and	the	northern	
part	of	East	Africa;

•	 The	 Southern	 African	 Development	 Community	 (SADC),	
whose	14	members	cover	all	of	Southern	Africa	and	Tanza-
nia;	and	

•	 The	East	African	Community,	whose	members	are	Tanzania,	
Uganda	and	Kenya	as	well	as	Burundi	and	Rwanda.

•	 Beyond	 these	 are	 eight	 other	more	 geographically	 limited	
inter-governmental	 organizations	 that	 are	 subsets	 of	 the	
above:

•	 The	 Central	 African	 Economic	 and	 Monetary	 Community	
(CEMAC),	a	group	of	six	ECCAS	countries;

•	 The	 Economic	 Community	 of	 the	 Great	 Lakes	 Countries	
(CEPGL),	consisting	of	three	members	of	ECCAS;

•	 The	Indian	Ocean	Commission	(IOC),	made	up	of	four	mem-
bers	of	COMESA	and	one	(Reunion)	that	is	a	dependency	of	
France;

•	 The	Mano	River	Union	(MRU),	consisting	of	three	members	
of	ECOWAS;

•	 The	 Southern	African	 Customs	Union	 (SACU),	 consisting	 of	
five	members	of	SADC;

•	 The	West	African	Economic	and	Monetary	Union	(UEMOA),	
encompassing	eight	members	of	ECOWAS.	

Mixed progress in Africa on regional integration

Africa	is	making	progress	in	its	attempts	to	integrate.	However,	the	
results	 are	mixed.	 Improvements	 have	been	made	 in	 the	 areas	of	
trade,	communications,	macroeconomic	policies	and	transportation.	
The	West	African	Economic	and	Monetary	Union	(UEMOA),	the	East	
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African	Community	(EAC)	and	the	Common	Market	for	Eastern	and	
Southern	Africa	 (COMESA)	have	made	significant	progress	 in	trade	
liberalization	and	facilitation.	In	terms	of	movement	of	people,	the	
Economic	 Community	 of	West	African	 States	 (ECOWAS)	 has	made	
remarkable	strides.	The	Southern	African	Development	Community	
(SADC)	and	the	East	African	Community	(EAC)	have	progressed	in	the	
area	 of	 infrastructure.	 For	 peace	 and	 security,	 ECOWAS	 and	 SADC	
have	to	be	commended	for	their	gains.

In	the	transportation	sector,	regional	economic	communities	are	em-
barking	on	methods	to	promote	unrestricted	facilitation,	reduce	cost	
and	improve	overall	efficiency.	However,	transport	costs	in	Africa	re-
main	highly	exorbitant.	Also,	throughout	the	continent,	many	road,	
air	and	rail	networks	are	unconnected.

Regional	integration	has	brought	marked	improvements	in	commu-
nication	in	some	parts	of	the	continent.	This	may	be	due	to	the	glob-
al	 revolution	 in	 the	 telecommunication	 technology	 and	 the	 grow-
ing	commercialization	and	privatization	of	national	 services.	While	
SADC,	ECOWAS,	COMESA	and	the	Arab	Maghreb	Union(UMA)	have	
increased	connectivity,	the	Central	African	Economic	and	Monetary	
Community	 (CEMAC),	 the	Economic	Community	of	Central	African	
States	(ECCAS),	the	Economic	Community	of	the	Great	Lakes	Coun-
tries	(CEPGL)	are	lagging	far	behind.	

There	are	some	results	to	report	in	terms	of	energy.	In	order	to	mini-
mize	energy	costs,	RECs	are	exploiting	economies	of	scale	through	
larger	supply	systems	and	developing	benign	power	sources.	Some	
member	States	 in	ECOWAS,	SADC	and	EAC	have	made	appreciable	
progress.	

Knowledge	sharing	on	best	practices	among	regional	economic	com-
munities	is	a	product	of	regional	integration.	For	example,	the	South-
ern	African	Centre	serves	the	SADC	region	for	cooperation	in	agricul-
tural	research	and	training.	

On	free	movement	of	people,	ECOWAS	and	the	EAC	have	made	sig-
nificant	progress.	In	an	attempt	to	eradicate	barriers	to	cross-border	
movements	of	people,	ECOWAS	has	 introduced	the	ECOWAS	Pass-
port.	The	EAC	has	also	introduced	a	common	passport	valid	within	
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the	community	to	facilitate	cross-border	movement	of	the	nationals	
of	its	member	States.

On	the	production	and	use	of	public	goods	through	collective	efforts	
and	resource	pooling,	not	much	can	be	said.		However,	ECOWAS	and	
SADC	have	had	success	in	the	area	of	peace	and	security.	Progress	
needs	to	be	made	in	programmes	for	combating	crimes,	HIV/AIDS,	
technological	backwardness	and	the	harnessing	of	physical	resourc-
es.

Challenges of regional integration

Despite	 the	progress	made	by	 the	RECs,	Africa	 faces	 a	 number	of	
challenges,	including	the	following,	in	advancing	its	integration	agen-
da:

•	 Lack	of	political	will:	Despite	their	good	intentions,	African	
leaders	 lack	 the	political	will	and	commitment	 to	push	 for-
ward	the	regional	integration	agenda.	One	reason	for	this	is	
the	absence	of	enforcement	mechanisms	to	deal	with	Afri-
can	States	that	decide	not	to	adhere	to	protocols	and	trea-
ties	they	are	signatories	to.	In	addition,	member	States	may	
give	priority	to	commitments	made	on	various	multilateral,	
bilateral	and	regional	agreements	that	are	in	conflict	with	the	
goal	of	regional	integration.	Consequently,	the	integrity	and	
credibility	of	African	leaders	to	be	part	of	an	integration	pro-
cess	suffer	tremendously.

•	 Overlap	and	duplication	of	integration	groupings	and	mul-
tiplicity	of	membership:	The	multiple	memberships	of	coun-
tries	in	various	RECs	and	the	overlap	and	duplication	of	func-
tions	of	the	RECs	also	hinder	the	integration	agenda.	Except	
for	 a	 few,	African	 countries	 generally	 belong	 to	more	 than	
one	regional	economic	community.	The	goals	and	objectives	
of	the	integration	institutions	are	very	similar.	The	existence	
of	multiple	RECs	and	overlapping	membership	in	Africa’s	in-
tegration	process	 therefore	create	unhealthy	multiplication	
and	duplication	of	efforts	and	the	misuse	of	the	continent’s	
scarce	resources.	Moreover,	by	being	affiliated	to	more	than	
one	 REC,	 African	 countries	 become	 partially	 committed	 to	
the	full	integration	process	as	their	loyalty	is	shared	among	
the	RECs	they	belong	to.
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•	 The	fear	of	loss	of	sovereignty:	African	leaders	fail	to	pursue	
the	integration	agenda	because	of	the	fear	of	loss	of	sover-
eignty.	Most	economic	contracts	are	designed	such	that	the	
costs	of	reneging	on	the	contracts	outweigh	the	implementa-
tion	costs.	Member	countries	of	the	regional	economic	com-
munities	 do	 not	 follow	 integration	 arrangements	 because	
they	 fear	 that	 the	 costs	 far	 outweigh	 the	 costs	 of	 not	 im-
plementing	integration	policies,	as	they	are	not	prepared	to	
cede	powers	to	supra-national	bodies	for	fear	of	losing	inde-
pendence	and	sovereignty.	Most	secretariats	of	the	regional	
economic	communities	have	no	 legal	power	to	ensure	that	
member	countries	fulfil	their	obligations,	rending	the	road	to	
African	Economic	Community	very	bumpy.

•	 Lack	of	a	compensation	mechanism:	The	lack	of	a	compen-
sation	mechanism	 for	 the	 losers	of	 the	 integration	process	
is	also	a	constraint	to	the	full	implementation	of	integration	
schemes.	Tariffs	and	other	trade	taxes	account	for	much	of	
the	revenues	of	many	African	countries.	 	The	potential	loss	
of	this	size	of	revenue,	if	all	the	protocols	of	the	integration	
process	are	implemented,	could	inhibit	the	integration	pro-
cess,	even	 if	 the	potential	benefits	of	 integration	outweigh	
the	cost.	In	addition,	if	countries	are	at	different	stages	of	de-
velopment	and	therefore	the	gains	from	integration	are	dis-
proportionate,	some	member	countries	would	be	reluctant	
to	fully	commit	to	the	integration	process.	Moreover,	where	
there	is	agreement	on	the	gainers	compensating	the	losers,	it	
is	not	clear	how	a	sustainable	working	formula	can	be	agreed	
upon.	This	issue	stands	out	as	very	contentious	for	the	RECs	
and	an	amicable	solution	is	way	off	the	mark.

•	 Weak	Infrastructure:	Economic	integration	on	the	continent	
would	 be	 unsuccessful	 without	 physical	 integration.	 How-
ever,	 compared	 to	 world	 standards,	 Africa’s	 infrastructure	
network	is	generally	very	weak.	The	total	length	of	roads	in	
Africa	is	2	million	kilometres,	out	of	which	about	28	per	cent	
is	asphalted.	The	railway	network	is	very	poor	in	many	parts	
of	the	continent,	particularly	Western	and	Central	Africa.	The	
maritime	 transport	 and	 ports,	which	 account	 for	 about	 95	
per	cent	of	Africa’s	 international	 trade,	are	fitted	with	sub-
standard	 equipment.	 Compounding	 the	 problem	 of	 inade-
quate	infrastructure	are	the	numerous	roadblocks	on	African	
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highways,	delays	at	border	posts,	long	and	inappropriate	cus-
toms	clearance	and	corrupt	activities	by	officials.

•	 Poor	macroeconomic	environment:	The	success	of	regional	
integration	also	hinges	 critically	on	member	 countries	pur-
suing	convergent	macroeconomic	policies.	Misalignments	of	
tariffs,	 inflation,	exchange	rates,	debt	to	GDP	ratios,	rate	of	
money	growth	and	other	vital	macroeconomic	variables	be-
tween	member	countries	would	be	disruptive	to	the	regional	
integration	process.	 In	addition,	 these	misalignments	could	
lead	 to	 rent-seeking	 activities	 by	 Government	 and	 private	
individuals	 that	 could	 stifle	 legitimate	 investment	opportu-
nities	and	lead	to	the	demise	of	the	economy	of	a	member	
country,	weakening	the	whole	integration	process.	It	is	there-
fore	imperative	that	the	process	of	strengthening	regional	in-
tegration	includes	guidelines	for	the	convergence	of	macro-
economic	and	trade	policies	of	the	entire	regional	space	so	
as	to	strengthen	the	overall	regional	integration	agenda.

•	 Weak	financial	environment:	Strengthening	and	deepening	
Africa’s	financial	markets	and	 institutions	are	also	essential	
for	mobilizing	the	financial	resources	needed	to	finance	in-
tegration	projects	 such	as	 infrastructure.	These	 institutions	
enhance	the	payment	system	and	helpfacilitate	trade	within	
and	outside	the	regional	communities.	In	addition	to	improv-
ing	the	financial	markets,	efforts	must	be	made	to	encourage	
the	RECs	to	establish	development	banks	in	their	regions	to	
assist	member	countries	in	financing	infrastructural	projects.	
However,	 integration	of	financial	markets	 in	Africa	requires	
harmonization	of	national	policies	and	procedures	governing	
these	markets	and	institutions	across	member	countries.

Intra-African trade

One	 of	 the	 expected	 outcomes	 of	 deeper	 integration	 in	 Africa	 is	
the	 strengthening	 of	 intra-African	 trade.	 Despite	 the	 trade	 libera-
tion	 schemes	of	 the	 regional	 economic	 communities,	 intra-African	
trade	is	very	low,	accounting	for	about	10	per	cent	of	total	exports.	
Compared	to	other	regional	blocs	outside	Africa,	data	from	UNCTAD	
shows	that	trade	within	the	European	Union	accounted	for	60	per	
cent	of	world	trade	on	average.		The	same	applies	to	the	countries	of	
the	Latin	American	Free	Trade	Agreement	(ALENA)	area,	whose	in-
tra-regional	trade	accounts	for	about	60	per	cent.		In	the	case	of	the	
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Association	of	South	East	Asian	Nations	(ASEAN),	their	internal	trade	
is	also	about	60	per	cent.		Intra-community	trade	within	the	South-
ern	(American)	Common	Market	(MERCOSUR)	was	in	the	range	of	20	
per	cent	of	total	exports.		Compared	to	these	regions,	trade	within	
Africa	is	very	low.

Despite	the	many	institutional	provisions,	such	as	trade	liberalization	
programmes,	a	common	external	tariff	and	a	common	trade	policy,	
adopted	by	Africa’s	regional	economic	communities,	trade	within	Af-
rica	remains	very	low.	

Several	factors	are	responsible	for	the	observed	poor	intra-regional	
trade.		First,	African	countries	produce	and	export	the	same	types	of	
products.	With	the	exception	of	a	few	countries,	which	have	reached	
a	significant	level	of	industrial	development	and	are	thus	able	to	sell	
manufactured	 goods	 on	 the	 subregional	markets,	 agricultural	 and	
mining	products	dominate	the	exports	of	African	countries.	This	re-
flects	the	lack	of	coordination	and	harmonization	of	production	and	
marketing	policies	showed	by	the	insignificant	potential	for	trade	be-
tween	countries	of	a	given	subregion.	 In	addition,	 the	 low	 level	of	
technology	leads	to	quite	high	production	costs,	making	local	goods	
more	expensive	than	imported	ones.	There	also	problems	of	supply-
side	management	 and	 the	 lack	 of	 competency	 in	 production	 and	
marketing.

Second,	 choices	 made	 during	 the	 implementation	 of	 cooperation	
agreements	 have,	 in	 many	 cases,	 hindered	 intra-regional	 trade.	
The	experience	of	the	European	Union	has	shown	that	production	
structures	must	 be	 developed	 by	means	 of	 sectoral	 policies	 (such	
as	 industrial,	 agricultural,	 transport	 and	 telecommunications	 poli-
cies)	while,	above	all,	simultaneously	implementing	a	customs	union	
since	there	can	be	no	real	trade	without	production.	Analysis	of	the	
regional	 integration	experience	 in	Africa	shows	that	even	with	 the	
greater	opening	of	borders,	 there	has	not	 really	been	an	 increase	
in	 intra-regional	 trade.	 Liberalization	 is,	 of	 course,	 important,	 but	
it	must	be	based	on	an	efficient	production	 system	 (strengthened	
production	capacities,	 increased	supply	and	an	enhanced	business	
culture).

Third,	 transport	 and	 communications	 infrastructures	 are	 power-
ful	catalysts	for	the	economic	integration	process	because	they	can	
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greatly	 facilitate	 the	 movement	 of	 persons,	 goods	 and	 services.		
However,	despite	the	efforts	undertaken	 in	recent	years,	 it	 is	clear	
that	African	countries	have	few	viable	communications	channels	at	
either	 the	national	or	 the	 international	 level.	 Intra-African	 trade	 is	
thus	hindered	by	a	lack	of	infrastructure,	particularly	in	the	area	of	
transpocommunications.	 The	 road	 network	 consists	mainly	 of	 un-
paved	 roads	and	unusable	 for	part	of	 the	year,	 adding	 to	 transac-
tions	costs.

Fourth,	non-tariff	barriers	are	high	on	the	continent.	The	poor	con-
dition	of	inter-State	transport	routes	makes		many	African	States	to	
continue	 to	 apply	 protectionist	measures	which	 pose	 obstacles	 to	
the	promotion	of	 intra-Community	trade.	 	These	measures	include	
numerous	roadblocks	and	customs	posts	between	countries.	These	
checkpoints	 and	harassment	 at	 border	 points	 hinder	 transactions,	
especially	 cross-border	 transport	 of	 goods.	 	 Restrictions	 on	 free	
movement	of	persons	and	inputs,	on	cross-border	investments,	poor	
banking	and	other	financial	 lending	activities	also	affect	 trade	and	
productivity.	Barriers	are	posed	by	complicated	 import	and	export	
procedures,	protectionist	measures	for	 local	 industries	to	compen-
sate	for	loss	of	customs	revenue	for	all	imported	products	and	lack	
of	measures	to	support	intra-regional	trade.

Fifth,	problems	of	payment	and	inter-convertibility	of	national	cur-
rencies	are	among	the	principal	problems	faced	by	African	exporters.		
Unless	exporters	are	paid	promptly	for	their	goods	and	services	there	
can	be	no	real	basis	for	trade	within	the	subregion.	 	The	causes	of	
payment	problems	include	weaknesses	of	national	financial	sectors	
and	absence	of	export	credit	facilities	and	adequate	export	insurance	
systems.		At	the	subregional	level,	monetary	policies	are		disharmo-
nized	and	compensation	mechanisms	ineffective.	Furthermore,	most	
bank	loans	are	short	term	and	interest	rates	are	considered	high	by	
businesses.		Since	the	withdrawal	of	so-called	“seasonal”	credits	to	
farmers	following	redefinition	of	the	central	banks’	missions	in	some	
countries	of	the	region,	it	has	been	difficult	to	find	credit	designated	
specifically	for	export	operations.

Sixth,	other	institutional	weaknesses	that	impede	trade	within	Africa	
include	a	number	of	flaws	in	the	legal	and	regulatory	environment	for	
trade	promotion,	including	the	form	of	legislation,	the	functioning	of	
trade	 law	and	administrative	and	contractual	procedures.	 Further-
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more,	 the	social	and	political	 tensions	 in	which	several	 subregions	
have	 been	mired	 for	 decades	 have	 also	 affected	 the	 performance	
and	prospects	of	the	countries	concerned	and	of	the	economic	 in-
tegration	 area	 resulting	 in	 widespread	 destruction	 of	 production	
facilities,	breakdown	of	national	administrations,	urban	unemploy-
ment	and	capital	flight.		Social	and	economic	unrest	also	discourages	
investment	and	generally	brings	about	an	unviable	macroeconomic	
environment	encouraging	foreign	investors’	fear	that	this	unrest		will	
spread	to	neighbouring	countries.

Rationalization of the regional economic 
communities
Top	on	the	list	of	challenges	facing	the	regional	integration	agenda	
is	 to	 rationalize	 the	 RECs.	 Countries	may	 form	 separate	 groupings	
within	larger	blocks	to	speed	up	integration	or	they	may	belong	to	
several	blocks	to	maximize	the	benefits	and	minimize	the	risks	of	in-
tegration.	However,	the	presence	of	so	many	communities	spreads	
limited	 resources,	 complicates	 the	 overall	 continental	 integration	
process	and	puts	enormous	strain	on	Governments’	ability	and	re-
sources	to	cope	with	diverse	agendas	and	exigencies.

The	design	of	an	appropriate	framework	for	rationalizing	Africa’s	re-
gional	economic	groupings	would	be	-uneasy.	In	its	flagship	publica-
tion	of	Assessing Regional Integration in Africa	(ARIA	II),	ECA	propos-
es	scenarios	that	could	be	used	by	the	African	leadership	to	attain	
their	wish	of	continental	African	economic	union.	The	scenarios	are:

•	 Managing	 the	Status	Quo:	Under	 this	 approach	nothing	 is	
done	and	 the	14	 regional	 economic	 communities	 continue	
to	 exist	 in	 their	 current	 forms.	 This	 scenario	 is	 not	 recom-
mended	and	would	result	in	the	breaking	up	of	regional	mar-
kets	and	amplify	 the	 formation	of	more	 regional	economic	
groupings,	overlapping	mandates	and	duplication	of	efforts.	
If	this	scenario	becomes	the	last	option,	coordinating	policies	
would	be	extremely	important.	The	deliberative	organs	and	
the	 Commission	 of	 the	 African	Union	would	 have	 to	work	
extra	hard	in	providing	guidance	on	the	criteria,	modalities,	
norms,	 instruments	and	timeframes	for	the	creation	of	the	
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African	economic	community	since	the	full	 implementation	
of	the	Abuja	Treaty	would	be	very	difficult.

•	 Rationalization	by	mergers	and	absorptions:	 This	 scenario	
would	 have	 the	 rationalization	 process	 synchronized	 with	
Resolution	CM/464	of	the	Twenty-Sixth	OAU	Council	of	Min-
isters,	where	Africa	is	partitioned	into	five	regional	communi-
ties:	North	Africa,	West	Africa,	Central	Africa,	East	Africa	and	
Southern	Africa.	Full	implementation	of	this	scenario	requires	
merging	the	existing	inter-governmental	institutions	in	each	
region,	their	deliberative	organs	and	their	programmes	and	
projects.	Five	regional	economic	communities	foreseen	un-
der	this	rationalization	framework	in	Africa	are:	North	Africa	
Economic	 Community	 (NAEC),	West	 Africa	 Economic	 Com-
munity	(WAEC),	Central	Africa	Economic	Community	(CAEC),	
East	 Africa	 Economic	 Community	 (EAEC)	 and	 the	 Southern	
Africa	Economic	Community	(SAEC).	Implementation	of	this	
scenario	would	not	be	straightforward	because	of	the	com-
plexities	of	the	laws	governing	IGOs.	It	also	requires	careful	
redeployment	of	employees	of	existing	IGOs	and	liquidation	
of	the	assets/liabilities	of	these	IGOs.	The	benefit	of	pursuing	
this	scenario	is	that	it	would	radically	eliminate	the	multiplic-
ity	of	integration	institutions	on	the	continent	and	hasten	Af-
rica’s	integration	agenda.	

•	 Rationalization	 around	 “rooted”	 communities:	 This	 sce-
nario	 is	based	on	 the	dual	principle	of	one	REC	per	 region	
and	only	one	REC	per	country.		However,	the	regional	spaces	
are	not	the	same	as	those	defined	in	the	rationalization	by	
mergers	and	absorption.	 Instead	 it	 calls	 for	 the	creation	of	
the	 regional	 communities	 according	 to	 common	character-
istics	 such	as	geography,	ethnicity,	 language,	 sociology	and	
historical	bond.	This	approach	would	lead	to	the	disappear-
ance	or	re-definition	of	the	objectives	of	the	trans-regional	
communities.	 Moreover,	 geographical	 redeployment	 of	 all	
the	institutions	currently	recognized	as	SRECs	would	have	to	
be	carried	out,	 including	the	geo-institutional	 repositioning	
of	several	countries	and	the	replacement	of	the	membership	
of	several	blocs	with	association	agreements.	This	approach	
is	also	not	very	flexible	and	is	complicated	because	existing	
treaties	or	conventions	would	have	to	be	abrogated.	It	brings	
with	 it	 legal,	 economic	 and	 operational	 ramifications	 and	
would	therefore	be	very	difficult	to	implement.	
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•	 Rationalization	 by	 division	 of	 labour:	This	 framework	 rec-
ognizes	and	accepts	the	existence	of	different	regional	eco-
nomic	communities.	 It	also	divides	cooperation	efforts	 into	
regional	and	subregional	programmes,	categorizing	them	ac-
cording	to	the	interests	of	the	countries	in	the	same	region.	
The	scenario	suggests	that	the	regional	economic	communi-
ties	 focus	on	regional	programmes	such	as	 free	movement	
of	 people	 and	 goods;	 trade;	 transit	 transport	 regulations;	
economic	 and	 trade	 data;	monetary	 cooperation	 and	 pay-
ments;	funding	integration;	and	security	and	conflict	preven-
tion	and	management.	To	complement	the	efforts	of	the	re-
gional	economic	communities,	the	other	inter-governmental	
organizations	would	focus	on	the	following	programmes	that	
is	of	concern	to	countries	in	their	subregions,	including	pro-
grammes	 such	 as	 agriculture;	 stock-farming	 and	 fisheries;	
industry;	 transport	 infrastructure	 (energy	and	environmen-
tal	 management);	 enhancement	 of	 human	 resources;	 and	
health,	 social	 and	 cultural	 affairs.	 Based	on	 the	 apportion-
ment	of	tasks	and	responsibilities	this	scenario	is	very	flexible	
and	clarifies	 the	extent	of	 the	regional	 integration	process,	
without	committing	countries	to	make	major	political	or	stra-
tegic	 choices.	Moreover,	 its	 application	 does	 not	 require	 a	
fundamental	 review	 of	 the	 treaties.	What	may	 be	 needed	
is	an	inter-institutional	protocol,	ratified	by	the	deliberative	
organs	that	would	define	the	allocation	of	tasks	and	the	es-
tablishment	of	a	regional	coordination	structure	that	would	
serve	as	the	interlocutor	of	the	African	Union.

•	 Rationalization	 through	 harmonization	 and	 coordination:	
This	 framework	maintains	 the	 existence	 of	 all	 the	 current	
RECs	with	 their	mandates	 and	 prerogatives	 intact.	 The	 ra-
tionalization	process	concerns	the	harmonization	and	coor-
dination	of	policies	of	the	current	regional	economic	blocs.	
Under	this	framework,	the	differences	between	the	trade	lib-
eralization	schemes	and	between	the	macro-economic	con-
vergence	criteria	of	the	RECs	would	be	removed.	In	addition,	
the	RECs	would	pursue	common	or	joint	programmes	in	en-
ergy	and	transport. Although	this	scenario	seeks	to	harmo-
nize	all	the	policies,	programmes	and	activities	of	the	RECs	its	
implementation	is	very	cumbersome	and	would	require	a	lot	
of	resources	and	time.	The	coordination	and	harmonization	
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process	requires	review	of	all	existing	protocols,	treaties	and	
agreements	and	drafting	of	new	ones.	

There	are	several	benefits	to	come	from	the	rationalization	process.	
Some	of	these	are	listed	in	Box	3.

Box 3: Benefits of Rationalization

• Increased trade between member countries and those outside the re-
gion:	 Larger	 trading	blocs	would	provide	bigger	 trading	opportunities.	
The	 larger	markets	would	provide	an	environment	 to	nurture	and	 im-
prove	competitiveness.

• Economies of scale:	 Some	of	 the	RECs	 formed	 from	 the	 small	 African	
countries	are	too	small	themselves	to	lead	to	the	required	large	econo-
mies	of	scale	for	efficiency	improvements.	Rationalized	RECs	could	over-
come	the	disadvantage	of	being	small	by	pooling	resources	or	combining	
markets.

• Productivity improvements:	Rationalized	RECs	increase	the	intensity	of	
competition	among	firms.	This	competition	results	in	the	elimination	of	
internal	inefficiencies.	Given	the	direct	correlation	of	increased	efficien-
cies	 and	 redundancies	 occasioned	 by	 possible	 bankruptcies,	 workers	
productivity	 is	 forced	 to	 rise	 leading	 to	 overall	 productivity	 improve-
ments	in	the	sub-regions	and	the	continent	as	a	whole.

• Policy credibility:	Rationalized	RECs	covering	larger	markets	will	have	the	
advantage	of	policy	 lock-in	as	“anti-investment”	policies	or	fiscal	 laxity	
become	costly	due	to	competition	for	investments	location.	Rationaliza-
tion	will	also	increase	credibility	of	promises	for	good	policies.

• Reduced regional conflicts:	Rationalized	RECs	covering	many	countries	
are	 likely	 to	 help	 increase	 the	 cost	 of	 conflict	 between	 neighbouring	
countries.	There	will	be	 increased	incentives	for	peaceful	resolution	of	
conflicts	within	a	socially	and	economically	integrated	region.

To	 address	 these	 challenges	 the	 rationalization	 process	 should	 be	
more	inclusive.	The	process	would	be	stronger	if	all	stakeholders	of	
the	 integration	process,	 including	 civil	 societies,	 the	private	 sector	
and	other	development	partners	embrace	it.	For	this	to	happen	the	
rationalization	process	must	be	realistic	and	the	concerns	of	the	citi-
zenry	and	all	participants	of	the	process	should	be	taken	into	account.	
For	 example,	 the	 current	 IGOs	 have	 signed	 and	 ratified	 a	 number	
of	agreements	within	and	outside	the	continent.	The	rationalization	
process	could	produce	new	arrangements	that	could	make	some	of	
these	agreements	obsolete.	It	is	therefore	imperative	that	all	parties	
are	consulted	on	how	to	handle	existing	protocols,	agreements	and	
laws	that	could	potentially	be	affected	by	the	rationalization	process.
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In	building	consensus	for	the	process,	all	the	existing	regional	eco-
nomic	blocs	and	other	 integrating	agencies	must	be	considered	as	
equal	partners	in	the	participatory	process.	This	would	help	create	
the	 proper	 negotiating	 environment	 that	 could	motivate	member	
countries	 to	 cede	part	 of	 their	 powers	 to	 supranational	 bodies	 so	
as	 to	 achieve	 an	 efficient	 outcome	 for	 the	 rationalization	 process	
and,	 in	 the	end,	make	all	 partners	 to	 contribute	effectively	 to	 the	
advancement	of	the	continent’s	integration	agenda.

Concluding remarks
Despite	its	considerable	natural	resources,	sustainable	development	
continues	to	elude	Africa.	Regional	integration	offers	the	most	cred-
ible	strategy	for	tackling	Africa’s	internal	and	external	development	
challenges,	because	many	of	the	weaknesses	described	above	over-
whelm	the	limited	capacities	and	resources	of	individual	countries.	
Collective	efforts,	with	dynamic	political	commitment	to	integration,	
can	help	overcome	many	daunting	challenges.

Deepening	regional	 integration	 in	Africa	would	 require	a	 thorough	
assessment	of	integration	performance	at	the	national,	regional	and	
continental	 levels,	 taking	 into	 account	 new	 continental	 and	 global	
realities.	A	key	objective	must	be	to	expand	opportunities	for	invest-
ment	that	increase	African	incomes	and	tap	unexploited	resources—
reducing	dependence	on	the	outside	world	and	creating	conditions	
for	 self-sustained,	 autonomous	 development.	 Such	 development	
can	come	about	only	by	transforming	Africa’s	production	structures.

Understanding	 the	 role	 of	 cooperation	 and	 integration	 in	meeting	
the	challenges	of	African	development	also	 requires	going	beyond	
traditional	issues	to	objectives	not	strictly	covered	by	regional	eco-
nomic	 communities.	Peace	and	 security,	environmental	 issues	and	
Africa’s	global	commitments	cannot	be	divorced	from	the	concerns	
of	 regional	 integration.	 In	 some	parts	of	Africa	conflicts	and	 insta-
bility	have	stalled	regional	integration.	HIV/AIDS,	malaria	and	other	
infectious	diseases	threaten	to	thwart	integration	in	vast	parts	of	the	
continent.	And	globalization	poses	enormous	challenges	to	Africa’s	
economic	prospects.	All	these	issues	need	to	be	included	in	an	as-
sessment	of	regional	integration	in	Africa.
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Africa’s	 integration	 faces	 enormous	 constraints	 and	 challenges	 at	
this	crucial	juncture	of	establishing	the	African	Union.	Some	are	due	
to	overly	ambitious	goals	relative	to	limited	resources	and	capacities.	
However,	given	the	many	issues	that	Africa	must	overcome	to	main-
tain	and	achieve	respectable	growth,	the	lack	of	significant	achieve-
ments	 is	unsurprising.	The	systemic	problems	that	hamper	the	de-
velopment	of	national	economies	also	impede	Africa’s	integration.
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Introduction
Over	the	last	decade	and	half	at	least,	a	new	political	and	policy	mo-
mentum	has	gathered	across	Africa,	as,	indeed,	in	other	regions	of	
the	world,	 in	support	of	regional	and	subregional	cooperation	and	
integration	 efforts1.	 In	 the	 specific	 African	 context,	 this	 new	 mo-
mentum	has,	 in	 fact,	become	an	 integral	part	of	 the	development	
agenda	 for	 the	 continent	which	 the	African	Union	 (AU),	 successor	
to	the	defunct	Organization	of	African	Unity	(OAU),	has	spearhead-
ed	and	under	whose	overall	auspices	 it	 is	being	fashioned	out	and	
implemented.	The	 immediate	context	 for	 the	renewed	continental	
cooperation	and	integration	drive	is	the	common	concern	shared	by	
African	countries	that	contemporary	processes	of	globalization	are	
recasting	old	challenges,	posing	new	ones	and	producing	structural	
shifts	in	the	international	political	economy	for	which	joint,	collective	
responses	are	required	 if	 their	best	 interests	are	 to	be	served.	Yet	
African	cooperation	and	integration	efforts	also	have	a	deeper	and	
longer	historical	pedigree,	dating	back	to	some	of	the	earliest	experi-
ments	in	State-building	undertaken	in	the	region,	and	the	accompa-

1	 	For	a	discussion	of	the	revival	of	interest	in	regional	cooperation	and	integration	schemes	
using	the	new	regionalist	approach,	see	Andrew	J.	Grant	and	Frederik	Soderbaum	(eds),	The 
New Regionalism in Africa	(London:	Ashgate,	2004).	See	also,	United	Nations,	Economic Devel-
opment in Africa in 2009:	Strengthening Regional Economic Integration for Africa’s Develop-
ment	(United	Nations:	New	York,	2009).	
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nying	socio-economic	processes	that	underpinned	them	at	different	
moments	in	time.

This	essay	is	a	brief	retrospective	assessment	of	the	contemporary	ef-
forts	at	promoting	an	agenda	of	integration	on	the	African	continent	
and	a	short	reflection	on	future	prospects.	In	doing	so,	it	traces	the	
roots	of	the	quest	for	integration	back	to	the	earliest	history	of	the	
agglomeration	of	 political	 communities	 across	Africa	 and	 the	 eco-
nomic	processes	that	either	spurred	or	accompanied	them.	Against	
the	 backdrop	of	 this	 historical	 anchorage,	 the	 essay	 examines	 the	
various	high	points	and	low	points	in	the	successive	efforts	at	African	
integration	with	particular	emphasis	on	the	decades	since	the	 late	
colonial	period	into	the	years	from	1956	when,	one	after	the	other,	
African	countries	began	to	accede	to	independence.	In	many	ways,	
ongoing	continental	integration	efforts	being	undertaken	under	the	
aegis	of	the	AU	continue	the	long	march	that	earlier	processes	en-
tailed.	The	contemporary	efforts	at	integration	are,	therefore,	criti-
cally	reviewed	in	the	context	of	the	experience	of	history.	In	particu-
lar,	 old,	 unresolved	 challenges	 to	 the	 integration	 project	 and	 new	
ones	that	have	emerged	into	prominence	are	 identified.	The	essay	
concludes	with	a	reflection	on	prospects	for	the	future.	

For	the	purposes	of	the	analyses	undertaken	in	this	article,	integra-
tion	is	understood	and	employed	not	just	or	exclusively	in	terms	of	
economic	processes	and	the	institutional	mechanisms	by	which	they	
find	expression	but	also	with	reference	to	the	associated	political	vi-
sions	and	actions	with	which	they	are	closely	intertwined.	Economic	
integration	 projects	 are	 almost	 always	 incubated	 and	 operational-
ized	within	the	framework	of	a	political	vision	–	and	an	ideological	
mooring.	They	are	also	not	 indifferent	to	a	variety	of	geo-strategic	
considerations	 that	 influence	 and	 even	 outrightly	 shape	 the	 pro-
cesses	and	institutions	of	integration.	As	indicators	of	the	relations	
of	power	and	influence	and	the	visions	and	ambitions	embedded	in	
them,	 geo-strategic	 considerations	 are	 routinely	 played	out	 in	 the	
politics	of	integration.	From	this	point	of	view,	and	with	cognisance	
to	 the	history	of	Africa,	 the	quest	 for	continental	 integration	must	
necessarily	 be	 seen	 and	 treated	 as	 part	 of	 a	 broader	 agenda	 that	
combines	visions	for	deeper	inter-State	and	cross-national	economic	
cooperation	with	projects	of	 political	 unification	and	 the	quest	by	
the	continent	for	a	collective	self-rediscovery.	Continental	unity	and	
integration	are,	in	the	African	discourse,	part	and	parcel	of	the	same	
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movement,	two	inseparable	sides	of	the	same	coin	that	feed	into	a	
global	vision	of	an	African	rebirth.		

Historical roots of African integration

Pre-colonial agglomeration of political communities 

Arguably,	the	earliest	significant	experiments	at	African	integration	
were	directly	 connected	 to	 the	history	of	 State	 formation	and	 the	
quest	for	the	extension	of	political	suzerainty	on	the	continent,	par-
ticularly	with	reference	to	the	efforts	that	were	made	to	bring	vari-
ous	peoples	and	communities	together	under	the	same	institution-
al-administrative	umbrella.	Those	experiments	were	driven	as	much	
by	politico-security	factors	as	by	economic	considerations,	including	
the	regulation	of	growing	domestic	markets,	the	mobilization	of	la-
bour	and	the	management	of	external/cross-border	trade	relations,	
including	taxation.	The	experiments	also	produced	economic	conse-
quences	that	encompassed	the	creation	and	expansion	of	markets,	
the	opening	of	new	trade	frontiers	and	routes	and	the	fostering	of	
inter-State	commercial	exchanges	based	on	agreed	rules	and	princi-
ples.	The	experiments	manifested	themselves	in	a	succession	of	ex-
pansive	multi-ethnic	and	multi-religious	kingdoms	and	empires	that	
were	erected	on	a	host	of	political	projects	and	underpinned	by	the	
activities	of	various	economic	operators.	Each	required	the	develop-
ment	of	 institutional	mechanisms,	political	norms,	fiscal	and	mon-
etary	policies	and	administrative	skills	in	order	to	be	governable	over	
the	long	term	even	if,	in	almost	all	cases,	the	process	of	agglomera-
tion	of	political	communities	into	unified	or	federated	States	was	it-
self	always	marked	by	a	high	degree	of	contention,	conflict	and	war2.		

2	 	The	UNESCO	General	History	of	Africa,	accomplished	over	a	period	of	35	years	and	pub-
lished	in	eight	volumes,	provides,	among	other	things,	a	comprehensive	treatment	of	the	his-
tory	of	State	formation	and	the	agglomeration	of	political	communities	in	Africa	from	the	earli-
est	times.		The	writings	of	scholars	such	as	J.F.	Ade-Ajayi,	Adu	Boahen,	Basil	Davidson,	Kenneth	
Dike	and	J.D.	Omer-Cooper,	to	cite	a	few	of	the	leading	students	of	the	history	of	old	Africa,	
also	offer	very	useful	insights	into	the	politics	and	economics	of	State-making	and	reconfigura-
tion	in	the	region.			
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Diaspora pan-African consciousness

The	record	of	the	integrative	States	that	occupied	the	old	African	ter-
ritorial	landmass	is	subject	to	continuing	enquiry	and	debate	among	
historians	but	needs	not	detain	us	here3.	What	 is	 really	 important	
to	stress	from	the	point	of	view	of	this	essay	is	the	fact	that	experi-
ences	of	economic	policy	coordination	and	harmonization	designed	
to	 evolve	 integrated	markets	were	 built	 into	 the	 historical	 experi-
ments	 in	 State-making	 that	were	 known	across	Africa.	Also	worth	
underscoring	 is	 the	 fact	 that	 the	 experiments	 were	 subsequently	
to	 represent	 sources	 of	 inspiration	 for	 the	Diaspora	Africans	who,	
seeking	 to	 overcome	 the	 impact	 and	 legacy	 of	 the	 slave	 trade	 on	
the	African	descendants	who	were	forcibly	uprooted	from	the	conti-
nent	and	taken	to	the	so-called	New	World	as	plantation	labour,	dug	
deep	into	the	history	of	the	motherland	to	source	a	collective	politi-
cal	will	for	confronting	and	overcoming	their	difficult	circumstances	
in	the	Americas	and	the	Caribbean.	These	Diaspora	Africans	dreamt	
of	ways	 in	which	the	history	and	dignity	of	black	peoples	could	be	
re-established	even	as	they	sought	to	consolidate	the	successes	that	
began	to	flow	from	their	prolonged	struggle	against	slavery	and	the	
racism	associated	with	it.	It	was	out	of	these	dreams	that	competing	
visions	of	pan-Africanism	were	first	born4.	

Whether	 they	 took	 the	 form	 of	 return-to-Africa	 projects	 such	 as	
the	one	championed	by	Marcus	Garvey	or	the	quest	for	a	“renais-
sance”	 underpinned	 by	 Booker	 T.	Washington’s	 call	 for	 an	 invest-
ment	in	education,	the	various	competing	visions	of	pan-Africanism	
that	grew	out	of	the	African	Diaspora	in	the	Americas	and	the	Carib-
bean	shared	a	common	notion	of	a	united	or	politically	 integrated	
continent	 complete	 with	 its	 own	 economic	 institutions.	 It	 is	 a	 vi-
sion	that	has	been	an	abiding,	 recurring	decimal	 in	all	 subsequent	
reflections	 on	 how	Africa	might	 be	 transformed	 economically	 and	
(re)united	politically.	 Indeed	 successive	pan-African	 congresses	or-
ganized	throughout	the	20th	century,	beginning	with	the	pioneer	one	
convened	by	Henry	Sylvester	Williams	in	1900	in	London,	embraced	
the	basic	vision	and	devoted	themselves	to	an	exploration	of	alter-
native	paths	for	its	achievement	and	the	attainment	of	a	rebirth	in	

3	 	For	a	flavour	of	some	of	the	historiograhical	debates,	see	A.J.	Temu	and	B.	Swai,	Histori-
ans and Africanist History: A Critique	(London:	Zed	Books,	1981).	
4	 	 See	 P.	 Olisanwuche	 Esedebe,	Pan-Africanism: The Idea and Movement,	1776 – 1991	
(Washington,	DC:	Howard	University	Press,	1994)	and	Colin	Legum,	Pan-Africanism: A Short 
Political Guide	(London:	Greenwood,	1976).	
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the	African	world.	Where	the	pioneer	pan-Africanists	differed,	it	was	
mainly	with	regard	to	when	and	how	the	common	vision	they	shared	
might	be	achieved.	These	differences	were	to	assume	strategic	politi-
cal	overtones	in	time;	they	too,	like	the	shared	ideological	premise	of	
integration	and	unity,	have	remained	integral	to	the	African	renewal	
and	transformation	project5.	

Pan-Africanism in the African National Liberation 
Project

Visions	of	African	unity,	integration	and	rebirth	that	came	to	be	la-
belled	pan-Africanist	may	have	begun	 in	 the	Diaspora;	 they	were,	
however,	 soon	 to	 be	 refracted	 into	 the	 African	 nationalist	 project	
for	 self-determination	 and	 independence	 on	 the	 continent	 itself.	
Many	of	 the	 nationalists	who	 came	 to	 spearhead	 the	 struggle	 for	
African	self-determination	served	as	the	vectors	for	the	transmission	
of	pan-African	consciousness	into	the	emerging	and	rapidly	growing	
independence	movement,	having,	in	some	cases,	sojourned	in	North	
America	–	and	Europe.	The	process	of	the	infusion	of	a	pan-Africanist	
unity	and	integration	agenda	into	the	national	liberation	project	was	
eventually	consolidated	at	the	Manchester	Conference	of	1945	that	
brought	 together	 the	 leaders	 and	 representatives	 of	 various	 inde-
pendence	movements	from	the	different	colonial	territories	that	Eu-
ropean	powers	had	carved	out	in	their	partition	of	the	continent	at	
the	Berlin	conference	of	1884/18856.	

Participants	 in	 the	Manchester	 conference	were	united	by	 a	 com-
mon	opposition	to	continued	colonial	rule	and	a	resolve	to	coordi-
nate	efforts	for	African	self-determination	and	unity.	They	also	de-
cried	 the	 arbitrary	 balkanization	 and	 fragmentation	 of	 the	African	
continent	through	the	European	partition,	doing	so	with	a	resolve	to	
redress	the	situation	through	an	alternative	project	of	unity	and	in-
tegration	that	would	be	underpinned	by	a	pan-Africanist	vision.	The	
Manchester	Conference	may	have	been	a	gathering	of	nationalists	
from	colonial	territories	where	the	possibility	of	independence	was	
still	not	completely	given.	However,	 its	significance	also	 laid	 in	the	
fact	 that	 it	 infused	pan-Africanism	 into	 the	national	 liberation	and	
self-determination	agenda	in	a	manner	that,	for	the	first	time	since	

5	 	Esedebe,	Ibid.	
6	 	Esedebe,	1994,	Ibid;	Legum,	1976,	Ibid.	
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Marcus	Garvey’s	 failed	project,	opened	 the	potentiality	of	moving	
ideas	 and	 visions	 of	 unity	 and	 integration	 away	 from	 the	 abstract	
and	into	the	realm	of	operational	possibility	within	specific	national-
territorial	spaces.		

The quest for unity and integration in the 
early post-colonial years 
The	resolutions	of	the	Manchester	Conference	represented	the	first	
major	effort	at	building	pan-Africanism,	understood	as	the	political	
unity	of	partitioned	and	balkanized	Africa	and	its	economic	integra-
tion,	 into	the	project	of	national	self-determination	that	was	gath-
ering	steam.	 It	was	carried	 forward	at	 the	first-ever	Conference	of	
Independent	 African	 States	 convened	 in	 Accra	 in	 April	 1958	 soon	
after	the	 independence	of	Ghana	 in	1957.	 It	was	to	be	the	first	of	
at	least	six	conferences	of	independent	African	countries	convened	
in	the	period	up	to	1962	and	it	played	a	significant	role	in	the	pro-
cess	of	building	a	common	African	front	and	united	African	voice	on	
all	global	affairs,	including,	in	particular,	the	continued	colonization	
of	big	swathes	of	Africa,	 the	accompanying	violation	of	the	funda-
mental	human	rights	of	Africans	by	the	forces	of	imperialism	and	the	
segregationist	policies	of	white	settler	minority	regimes	in	Southern	
Africa.	 It	was	a	 role	which	 the	OAU	was	 to	assume	more	 formally	
after	it	was	established.	

The	 April	 1958	 conference	 of	 independent	 African	 States	was	 fol-
lowed	by	the	first	All	Africa	Peoples	Conference	convened	in	Decem-
ber	of	the	same	year	also	in	Accra	and	against	the	backdrop	of	the	
hope,	proclaimed	by	Nkrumah,	that	Ghana’s	independence	was	but	
the	first	push	 towards	a	united	and	 integrated	Africa.	That	confer-
ence,	 which	 brought	 together	 over	 300	 delegates,	 reiterated	 the	
broad	 imperative	 of	 African	 unity	 and	 integration	 and	 committed	
delegates	to	its	acievement.	Interestingly,	the	Conference	was	con-
vened	shortly	after	the	publication	of	Nkrumah’s	famous	book,	Africa 
Must Unite,	a	clarion	call	to	Africans	that	their	destiny	laid	in	a	united	
and	integrated	future	that	must	be	pursued	with	urgency.	While	the	
first	Conference	of	Independent	African	States	brought	together	the	
leaders	and	officials	of	those	countries	that	were	independent,	the	
first	All	Africa	Peoples	Conference	was	designed	to	involve	a	range	
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of	non-State	political	interests,	including	trade	unionists	and	repre-
sentatives	of	national	liberation	movements.

Clearly,	 the	 late	 1950s	 and	early	 1960s	were	momentous	 years	 in	
the	history	of	African	 integration	with	various	possibilities	opened	
up	by	the	accession	of	a	growing	number	of	African	countries	to	in-
dependence.	It	was	also	the	period	when,	beyond	general	declara-
tions	of	intent	and	amidst	the	justified	euphoria	about	the	prospects	
a	re-emergent	Africa,	the	practical	details	of	achieving	the	goals	of	
unity	and	integration	on	which,	to	that	point,	there	had	been	general	
agreement	needed	to	begin	to	be	addressed	both	as	a	political	and	
technical	issue.	As	it	turned	out,	it	was	on	these	points	of	detail	that	
the	advancement	of	pan-African	unity	and	integration	proved	much	
more	complex	to	work	out	and	carry	forward.	Differences	which	had	
previously	been	disguised	or	papered	over	 came	 into	 the	open	as	
political	leaders	grappled	with	the	question	of	how	to	proceed	with	
the	agenda	of	unity	and	integration.	Matters	were	not	made	easy	by	
the	fact	that	each	country	attained	its	independence	as	a	separate	
national-territorial	 entity,	 doing	 so	 at	 different	 points	 in	 time	 and	
emerging	from	differing	experiences	of	struggle	that	inevitably	col-
oured	perceptions	and	contributed	to	the	shaping	of	priorities.

The	brand	of	nationalism	that	had	been	built	up	and	mobilized	by	the	
leaders	of	the	movements	for	 independence	were,	without	doubt,	
committed,	 to	 a	 degree,	 to	 a	 pan-Africanist	 vision.	 No	 significant	
African	movement	of	 self-determination	or	party	of	national	 inde-
pendence	from	colonial	rule	ever	declared	itself	hostile	to	the	idea	
or	principle	of	African	unity	and	integration.	Yet	the	struggle	they	led	
was	also	deeply	nationalist	in	the	sense	of	being	equally	committed	
to	concerns	of	 the	peoples	 in	 the	national-territorial	 spaces	which	
the	 leaders	 of	 the	 independence	 struggle	 inherited	 from	 the	erst-
while	colonial	powers.	A	pan-Africanist	tomorrow	may	have	been	ab-
stract	but	national	independence	within	a	given	territorial	space	was	
not.	It	was	a	contradictory	state	of	affairs	that	defined	the	dilemma	
that	confronted	many	nationalists.	Most	of	the	nationalists	were,	to	
one	degree	or	another,	pan-Africanists	but	they	also	had	States	and	
nations	to	build	and	develop;	they	were	not	about	to	surrender	the	
sovereignty	that	they	had	won	to	a	putative	new	centre.	The	situa-
tion	was	compounded	by	the	differences	in	ideological	outlook	that	
became	manifest	among	the	 leaders	of	African	 independence,	dif-
ferences	 that	were	 stoked	 by	 departing/departed	 colonial	 powers	
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intent	on	 securing	a	neo-colonial	 advantage	 for	 themselves	 in	 the	
affairs	of	the	newly	independent	countries7.

African integration under the auspices of 
the OAU 

The making of an institutional compromise

Without	doubt,	the	African	countries	that	attained	their	independ-
ence	in	the	period	from	the	late	1950s	into	the	early	1960s	inherited	
a	myriad	of	development	challenges	to	which	their	leaders	needed	
to	address	their	attention	speedily	if	they	were	to	meet	the	expecta-
tions	of	 the	citizenry.	But	was	the	challenge	of	post-independence	
State	and	nation-building	and	development	 to	be	achieved	on	 the	
basis	of	separate,	individual	efforts	or	through	a	combination	of	ef-
forts	in	a	jointly	shared	project	of	unity	and	integration?	What	would	
pan-Africanism	mean	in	practice?	What	kinds	of	policies	and	institu-
tions	would	a	project	of	unity	and	integration	call	 for?	These	were	
the	questions	posed	before	Africa	in	the	early	1960s;	they	were	ques-
tions	that	polarized	the	continent	into	two	broad	blocs,	namely,	the	
so-called	Casablanca	and	Monrovia	blocs.	Whereas	the	former,	most	
eloquently	represented	by	Kwame	Nkrumah,	wanted	a	rapid	move-
ment	by	independent	African	countries	towards	a	politically	united	
and	economically	integrated	framework,	the	latter,	often	times	rep-
resented	by	Tafawa	Balewa,	Nigeria’s	independence	Prime	Minister,	
called	for	a	much	more	gradualist	approach	by	which	unity	and	in-
tegration	would	be	achieved	through	small	and	incremental	steps8.	
7	 	Esedebe,	1994,	Ibid;	Legum,	1976,	Ibid;	Immanuel	Wallerstein,	The Politics of Indepen-
dence and Unity	 (Lincoln	and	London:	Nebraska	University	Press,	2005);	Tajudeen	Abdulra-
heem	 (ed),	Pan-Africanism: Politics, Economy and Social Change	 (New	York:	New	York	Uni-
versity	Press,	1997);	Issa	Shivji,	Pan-Africanism or Imperialism: Unity and Struggle Towards a 
New Democratic Africa,	Nigerian	Political	Science	Association,	Billy	Dudley	Memorial	Lecture	
Series,	2005;	Basil	Davidson,	The Black Man’s Burden: Africa and the Curse of the Nation-State	
(	London:	Three	Rivers	Press,	1993).	
8	 	Some	commentators	have	classified	the	differing	perspectives	that	emerged	in	the	early	
1960s	on	how	African	unity	and	integration	might	be	achieved	into	three:	The	radical	Casablan-
ca	bloc,	led	by	Nkrumah,	wanted	immediate	or	speedy	movement	towards	a	united	Africa.	This	
approach	was	vehemently	opposed	by	 the	Brazzaville	bloc	 comprising	mainly	 Francophone	
African	countries	of	West	Africa	and	Central	Africa	 that	preferred	to	preserve	the	 inherited	
boundaries	and	institutional	frameworks	on	the	basis	of	which	they	acceded	to	independence	
and	which,	to	that	extent,	were	seen	as	conservative.	The	Monrovia	group	sought	to	strike	the	
middle	path	between	the	Casablanca	and	Brazzaville	blocs	by	embracing	the	 ideal	of	conti-
nental	unity	and	integration	but	urging	a	gradual,	step-by-step	approach	for	its	achievement.	
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The	OAU,	which	was	born	in	1963	in	Addis	Ababa,	amidst	the	com-
peting	visions	of	unity	and	integration	that	pervaded	negotiations	on	
the	future	of	the	independent	Africa	that	was	being	born,	reflected	
the	compromise	which	was	 ironed	out	among	the	political	 leaders	
of	the	continent.	This	compromise	allowed	for	the	retention	of	the	
nation-States	carved	out	at	the	Berlin	Conference	of	1884/1885,	the	
recognition	of	 the	geographical	boundaries	 inherited	at	 independ-
ence,	and	the	establishment	of	the	OAU	as	a	loose	forum	where	is-
sues	of	mutual	interest	to	African	countries	would	be	discussed	for	
possible	 common	action	but	without	 prejudice	 to	 the	principle	 of	
non-interference	by	countries	in	the	internal	affairs	of	one	another.	
Underpinning	this	outcome	was	the	stated	assumption	that	the	pro-
motion	of	economic	interactions	among	African	countries,	including	
the	pursuit	 of	 formal	 regional	 cooperation	and	 integration	efforts,	
would	be	an	indispensable	and	practical	starting	point	not	only	for	
the	 building	 of	mutual	 trust	 but	 also	 the	 binding	 of	 the	 countries	
together	more	closely.	Enhanced	economic	ties	through	(functional)	
cooperation	and	integration	initiatives	would	pave	the	way	eventu-
ally	for	political	unity.

During	the	course	of	the	1960s	into	the	early	1970s,	various	regional	
cooperation	and	integration	schemes	were	launched	in	a	bid	to	pro-
mote	inter-State	economic	interaction	on	the	continent.	The	accent	
of	the	initiatives	was	mainly,	if	not	solely,	economic;	the	political	uni-
ty	project	was	essentially	left	at	the	level	of	the	loose	coordinating	
role	which	 the	OAU	was	given.	The	 institutional	arrangement	 that	
was	set	up	 reflected	 this	 looseness.	Experiments	at	political	union	
through	the	Mali	Federation	that	Modibbo	Keita	promoted	and	the	
Ghana-Guinea-Mali	Union	that	involved	Kwame	Nkrumah,	Keita	and	
Sekou	Toure	were	shortlived	and,	to	all	intents	and	purposes,	essen-
tially	symbolic,	 lacking	as	 they	were	 in	common	and	appropriately	
empowered	institutional	mechanisms	for	translating	aspirations	into	
reality9.	In	a	minority	of	cases,	the	(functional)	cooperation	and	in-
tegration	schemes	that	were	launched	were	built	on	initiatives	that	

Countries	in	that	group	were	seen	as	the	gradualists.	See	K.	Van	Walvaren,	Dreams of Power: 
The Role of the Organization of African Unity in the Politics of Africa 1963 – 1993	(Aldershot:	
Ashagate,	1999)	for	a	detailed	account.			
9	 	The	Mali	Federation	united	Mali	and	Senegal.	It	was	established	in	April	1959	with	Mod-
ibbo	Keita	as	its	head	and	Dakar	as	its	capital.	It	collapsed	in	August	1960	soon	after	the	in-
dependence	of	both	countries	from	France	and	following	political	disagreements	among	the	
leadership.	The	Ghana-Guinea	Union	was	established	in	November	1958.	In	May	1959,	it	was	
renamed	the	Union	of	African	States.	Mali	joined	the	Union	in	1961.	In	1962,	it	collapsed	for	all	
intents	and	purposes.		
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began	in	the	period	of	 late	colonialism	when	institutions	providing	
common	 services	 to	 a	 pool	 of	 countries	 under	 the	 same	 colonial	
umbrella	were	set	up.	Such	joint	institutional	schemes	covered	the	
management	of	currencies,	aviation	and	educational	development.	
In	other	cases,	amidst	a	push	for	the	establishment	of	own	national	
institutions	that	would	cement	a	newly	acquired	sense	of	independ-
ence	and	sovereignty,	individual	countries	opted	out	of	existing	re-
gional	arrangements	to	establish	their	own	central	banks,	national	
currencies,	national	universities	and	national	airlines.

Structural limits to the post-independence 
integration agenda   

Between	the	pressures	for	the	establishment	of	national	institutions	
as	part	of	the	effort	at	consolidating	post-colonial	nation-Statism	and	
a	commitment	to	forging	new	subregional		cooperation	and	integra-
tion,	the	new	institutions	that	proliferated	after	independence	regis-
tered	a	mixed	report	card	at	best.	The	reasons	for	the	relatively	limit-
ed	performance	of	the	various	cooperation	and	integration	schemes	
are	multifaceted.	At	independence,	most	African	economies	shared	
many	structural	similarities,	being	almost	all	without	exception	pro-
ducers	of	primary	commodities	for	export	and	importers	of	a	range	
of	consumer,	intermediate	and	capital	goods	for	the	domestic	mar-
ket.	This	economic	structure	did	not	allow	for	too	much	possibility	of	
horizontal	commercial	exchanges	among	them.	Even	at	that,	each	of	
the	countries	adopted	standard	tariff	policies	vis-à-vis	one	another	
that	 reflected	more	 of	 a	 stand-alone	 strategy	 and	 less	 of	 a	 policy	
for	deliberately	promoting	horizontal	intra-African	trade	and	invest-
ments.

Indeed,	the	possibilities	for	expanded	horizontal	linkages	among	Af-
rican	countries	were	further	undermined	by	the	Yaounde	and	Lome	
conventions	 which	 they	 concluded	 with	 the	 European	 Economic	
Community.	 These	 conventions	 offered	 African	 countries,	 as	 pri-
mary	 commodity	 producers,	 preferential	 access	 to	 European	mar-
kets	for	the	agricultural	and	mineral	products	which	Europe	needed	
for	 its	 consumption	 and	 continued	 development.	 They	 reinforced	
an	international	division	of	labour	that	was	established	with	regard	
to	Africa’s	 role	 in	 it	 in	 the	 colonial	 period.	 Effectively,	 the	 conven-
tions	 reproduced	 and	 entrenched	 the	 competition	 among	 Africa’s	
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primary	commodity	producers,	deepened	their	vertical	ties	with	Eu-
rope,	 imposed	 constraints	 on	 their	 	 on	 trade	 and	 industrial	 policy	
and	contributed	to	the	ineffectiveness	of	the	economic	cooperation	
and	integration	efforts	that	had	been	launched.	Objectively	then,	ir-
respective	of	the	 ideological	 leaning	of	the	Governments	 in	power	
and	the	post-independence	economic	alliances	they	sought	to	forge,	
most	countries	had	vertical	economic	ties	with	their	former	colonial	
rulers,	ties	that	had	been	forged	over	the	years	of	colonial	rule	and	
which	were	central	to	the	exercise	of	neo-colonial	influence10.

Furthermore,	 post-colonial	 inter-State	 politics	 was	 suffused	 with	
many	rivalries	among	States,	elites	and	 leaders,	rivalries	that	were	
grafted	 unto	 uneven	 processes	 of	 subregional	 development	 and	
which	quickly	translated	into	fear	by	some	countries	of	domination	
by	others	and/or	concerns	that	some	countries	were	reaping	greater	
benefits	from	joint	efforts	than	others	to	weaken	subregional	coop-
eration	and	 integration	processes.	The	best	example	of	 the	conse-
quence	of	 this	pattern	of	post-independence	politics	was	 the	East	
African	Community	(EAC)	which	dissolved	in	acrimony	over	the	distri-
bution	of	benefits.	The	institutions	of	regional	cooperation	and	inte-
gration	also	did	not	enjoy	any	significant	delegated	powers	as	mem-
ber-States	jealously	guarded	their	independence	and	sovereignty.	In	
most	cases,	the	cooperation	and	integration	schemes	served	as	sec-
retariats	that	serviced	the	meetings	of	Heads	of	State	and	Govern-
ment	and	their	Ministers	with	little	executive	or	delegated	authority;	
the	principle	of	subsidiarity	so	central	to	successful	regional	coopera-
tion	and	 integration	remained	highly	underdeveloped.	Even	where	
agreements	were	reached	on	reducing	 tariff	barriers	or	 facilitating	
commercial	exchanges,	it	was	in	reality	left	to	each	country	to	give	
effect	to	these	in	its	own	way,	at	its	own	pace	and	in	its	own	time;	no	
appropriately	endowed	mechanism	existed	within	countries	and/or	
on	a	regional	scale	to	enforce	compliance11.	

10	 	Claude	Ake,	Political Economy of Africa	(London:	Longman,	1982);	S.K.B.	Asante,	The Po-
litical Economy of Regionalism in Africa: A Decade of the Economic Community of West African 
States	(London	and	New	York:	Praeger	Publishers,	1985);	SKB	Asante,	Regionalism and Africa’s 
Development	(Great	Britain:	Macmillan,	1997);	Real	Lavergne	(ed.),	Regional Integration and 
Cooperation in West Africa: A Multidimensional Perspective	(Trenton,	NJ:	Africa	World	Press,	
1995).		
11	 	 Ake,	 1982,	 Ibid;	 S.K.B.	 Asante,	 1985,	 Ibid;	 Lavergne,	 1995,	 Ibid;	Margaret	 C.	 Lee,	The 
Political Economy of Regionalism in Southern Africa (Cape	Town:	Juta	and	Co.,	2004);	Said	Ade-
jumobi	and	Adebayo	Olukoshi	(eds.),	The African Union and New strategies for Development in 
Africa (New	York:	Cambria	Press,	2008).	
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The	observation	has	also	been	made	in	the	literature	that	most	Afri-
can	countries	belonged	to	multiple	regional	cooperation	and	integra-
tion	schemes	at	the	same	time,	a	fact	which	also	fed	the	proliferation	
of	such	schemes.	Effectively	then,	Africa	of	the	1960s	into	the	1970s	
was	awash	with	various	projects	and	institutions	of	cooperation	and	
integration	but	the	progress	registered	with	integrating	the	econo-
mies	 of	 the	 continent	was	 very	 limited.	Many	were	 the	 countries	
which	took	on	multiple	memberships	of	cooperation	and	integration	
with	overlapping	mandates	without	bothering	or	being	able	even	to	
pay	their	assessed	contributions.	While	it	was	within	the	sovereign	
right	of	every	country	to	determine	which	subregional	groupings	it	
felt	comfortable	to	be	associated	with	as	founder	and/or	member,	
influences	carried	over	from	the	colonial	period	were	refracted	into	
post-independence	African	 cooperation	and	 integration	processes,	
especially	with	 regard	 to	 the	Anglophone	and	Francophone	divide	
which	France	in	particular	–	but	Britain	also	–	played	to	the	full	as	
part	of	its	broader	geo-political	strategy	for	a	significant	global	role	
and	a	determination	to	be	economically	competitive.	Within	Africa	
itself,	rules	and	barriers	of	various	kinds	hampered	the	development	
of	formal	cross-border	trade	and	investment	relations,	and	whatever	
cross-border	activity	that	existed	took	mainly	informal	forms	driven	
by	small	operatives	who	sometimes	operated	clandestinely	or	at	the	
margins	of	the	law.	

The	regional	economic	and	integration	efforts	of	the	1960s	and	1970s	
were	supposed	to	represent	the	economic	component	of	the	limited	
political	cooperation	efforts	embodied	by	the	OAU.	And	yet,	for	all	
intents	and	purposes,	both	efforts	and	the	institutions	that	were	es-
tablished	to	give	expression	to	them	hardly	did.	If	anything,	the	two	
streams	were	pursued	separately	and	in	an	uncoordinated	manner	
that	allowed	plenty	of	room	for	neo-colonial	manipulation	by	extra-
continental	powers	with	an	objective	interest	in	controlling	the	pace	
and	content	of	the	investments	which	Africans	were	making	into	the	
construction	of	unity	and	integration.	On	top	of	this,	integration	and	
cooperation	 schemes	 that	proliferated	with	overlapping	mandates	
hardly	spoke	to	one	another	even	if	only	to	share	responsibilities	in	
a	 continent	with	 a	 growing	 array	 of	 economic,	 social	 and	political	
problems	that	called	for	coordinated	attention.	

The	balance	sheet	that	predominated	by	the	end	of	the	1970s	was,	
therefore,	a	poor	one	all-together.	Africa	had	cooperation	and	inte-
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gration	schemes	that	were	mostly	paper	tigers,	contributing	little	di-
rect	benefit	to	socio-economic	transformation	at	the	national	 level	
and	greater	cross-national	economic	transactions	at	the	subregional	
and	regional	levels.	In	practice,	many	of	the	institutions	of	coopera-
tion	that	had	been	set	up	existed	only	in	name;	in	fact,	in	most	cases,	
they	had	 ceased	 to	be	 functional.	 The	OAU	 itself	was	 increasingly	
reduced	to	a	regular,	yearly	assembly	of	Heads	of	State	and	Govern-
ment	which	did	not	seem	to	be	able	to	muster	the	will	to	push	the	
agenda	of	continental	unification	further.	It	was	in	this	context	that	
African	countries	went	into	economic	crises	in	the	early	1980s,	cri-
ses	which	were	triggered	for	most	of	them	by	the	massive	increases	
in	the	price	of	oil	that	followed	the	Iranian	Revolution	of	1979	but	
which	 spoke	 to	enduring	 structural	weaknesses	 in	national	econo-
mies.	

Integration in the years of crises and structural 
adjustment 

The	origins,	dimensions	and	 consequences	of	 the	economic	 crises	
into	which	African	countries	 	were	ushered	one	after	 the	other	 in	
the	period	from	the	end	of	the	1970s	 into	the	1980s	have	already	
been	extensively	discussed	in	the	literature	and	need	not	detain	us	
here.	Suffice	it	to	note	that	with	regard	to	the	project	of	economic	
cooperation	and	integration	on	the	continent,	the	crises,	 ironically,	
resulted	 in	further	spirited	attacks	on	the	principle	and	practice	of	
horizontal	 links	 among	 African	 countries.	 The	 attacks	 were	 ironic	
because	they	were	unleashed	by	the	World	Bank	and	the	 Interna-
tional	Monetary	Fund	(IMF)	at	the	same	time	as	the	continent’s	po-
litical	 leaders	attempted	for	the	first	time	to	give	serious	attention	
to	the	ways	in	which	cooperation	and	integration	could	be	intensi-
fied	and	sped	up	as	a	starting	point	in	the	collective	response	which	
they	felt	was	necessary	to	overcome	the	economic	crises	that	were	
overwhelming	 their	 countries.	 Combining	 the	 technical	 insights	 of	
the	United	Nations	Economic	Commission	for	Africa	and	the	political	
instrumentality	of	the	OAU,	African	Heads	of	State	and	Government	
met	in	summit	in	Lagos,	Nigeria,	in	1980	to	issue	the	Lagos	Plan	of	
Action	and	the	Final	Act	of	Lagos12.

12	 	Adejumobi	and	Olukoshi,	2008,	Ibid;	Bade	Onimode	(ed.),	African Development and Gov-
ernance Strategies in the 21st Century: Looking Back to Move Forward, Essays in Honour of 
Adebayo Adedeji at Seventy	(London	and	Ijebu-Ode:	Zed	Books	and	ACDESS,	2004).	
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Arguably,	 in	 the	 annals	 of	 post-independence	 decision-making	 on	
the	future	of	Africa,	the	Lagos	Plan	and	the	Final	Act	represented	the	
boldest	 and	perhaps	most	 visionary	 collective	 effort	 in	 the	period	
after	independence	to	evolve	a	strategic,	Africa-led	response	to	the	
multifaceted	and	expanding	range	of	development	challenges	faced	
by	the	continent.	The	commitment	to	a	path	of	united	action,	under-
pinned	by	a	revamped	agenda	of	economic	integration,	was	unani-
mously	agreed	upon,	complete	with	a	phased	time	frame	and	agreed	
implementation	milestones.	Elements	of	the	Plan	of	Action	and	the	
Final	Act	were	later	to	be	carried	forward	and	written	into	the	1991	
Abuja	Treaty	establishing	the	African	Economic	Community	that	was	
envisaged	to	pave	the	way,	through	a	six-stage	process	involving	the	
RECs,	for	the	emergence	of	an	African	common	market.	The	Abuja	
Treaty	came	into	force	in	199413.	

Yet	hardly	had	the	ink	dried	on	the	Plan	and	Final	Act	than	the	Berg	
Report	that	had	been	commissioned	by	the	World	Bank	was	issued.	
Both	in	intent	and	implication,	the	Report	was	the	diametric	opposite	
of	the	Plan	and	the	Final	Act.	It	located	the	source	of	the	economic	
crises	faced	by	African	countries	exclusively	in	domestic	policy	and	
political	 sources,	 blaming	 State	 interventionism	and	 the	attendant	
distorted	markets	for	the	difficulties	African	countries	were	experi-
encing.	 It	called	for	a	policy	objective	of	rolling	back	the	State	and	
getting	prices	right.	Within	this	analytic	frame,	regional	cooperation	
and	integration	had	no	place.	If	anything,	the	Report	fed	into	argu-
ments	that	were	already	gathering	among	neo-liberals	that	coopera-
tion	 and	 integration	 arrangements	 among	 African	 countries	were,	
almost	 by	 definition,	 undesirable	 and	 wasteful	 allegedly	 because	
they	were	 trade-diverting	and	 inefficient.	 The	only	 “rational”	path	
open	to	African	countries	was	for	them	to	embrace	IMF/World	Bank	
stabilization	and	structural	adjustment	measures	that	translated	the	
recommendations	of	the	Berg	Report	into	an	action	plan	for	the	re-
trenchment	of	the	State	and	institution	of	free	market	regimes.	

If	 before	 the	 1980s,	 African	 regional	 cooperation	 and	 integration	
schemes	were	already	poorly	performing,	the	structural	adjustment	
years	sped	up	 their	decline,	 including	 the	collapse	of	a	number	of	
them.	Under	the	weight	of	donor	conditionality	and	cross-condition-
ality,	African	Governments	faced	with	desperate	financial	and	other	

13	 	Adejumobi	and	Olukoshi,	2008,	Ibid;	Onimode,	2004,	Ibid;	Africa	Institute	of	South	Africa	
(AISA),	Africa’s Development Thinking Since Independence: A Reader	(Pretoria:	AISA,	2004).	
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economic	situations,	 including	a	growing	burden	of	debt	servicing,	
found	themselves	with	little	or	no	alternative	than	to	embrace	the	
prescriptions	of	the	IMF	and	the	World	Bank	for	the	reform	of	their	
economies.	 Regional	 economic	 cooperation	 and	 integration	were,	
to	say	the	 least,	not	of	any	priority	concern	to	the	Bretton	Woods	
institutions;	they	were,	 in	 fact,	hostile	to	the	subregional	coopera-
tion	and	 integration	projects	that	were	 in	existence	or	which	were	
proposed,	concentrating	their	energies	on	getting	national	Govern-
ments	individually	and	separately	to	sign	on	to	and	implement	the	
stabilization	and	adjustment	packages	they	had	put	together.

Yet,	as	African	countries	sought	to	adjust	their	economies	under	the	
supervision	of	 the	 IMF	and	the	World	Bank,	several	developments	
were	occurring	on	a	regional	and	global	scale	that	would,	over	time,	
bring	the	question	of	continental	unity	and	integration	back	on	the	
agenda	of	African	countries.	At	the	global	level,	the	world	from	the	
second	half	of	 the	1980s	began	visibly	 to	experience	a	new,	quick	
phase	of	 globalization	which,	on	 the	back	of	 a	 revolution	 in	 infor-
mation	and	communications	technologies	(ICTs)	and	a	World	Trade	
Organization	(WTO)-led	agenda	of	trade	and	financial	liberalization,	
elicited	measures	by	countries,	collectively	and	individually,	to	min-
imize	 their	potential	 losses	whilst	maximizing	 their	 gains	 from	 the	
wholesale	realignment	that	was	taking	place.	One	of	the	generalized	
responses	that	emerged	around	the	world	was	the	revival	of	region-
alism14.

The birth of the AU in a changing world 
order

Globalization, the end of the cold war and the 
demise of apartheid

Fortuitously	for	Africa,	the	world-wide	revival	of	regionalism	that	ac-
companied	the	new	phase	of	speedy	globalization	coincided	broadly	
with	the	end	of	decolonization	of	the	continent	with	the	collapse	of	

14	 	See	United	Nations,	Africa Recovery,	Vol.	16,	N0.	2	–	3,	September	2002,	“Special	Fea-
ture	Making	African	Integration	a	Reality”;	Fantu	Cheru,	The Impact of Structural Adjustment 
Programmes on the Realisation of Economic, Social and Cultural Rights,	Report	for	the	United	
Nations	High	Commission	on	Human	Rights,	January	1999.	
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the	South	African	apartheid	order,	 the	 release	of	Nelson	Mandela	
and	his	subsequent	election	as	the	first	democratic	president	of	the	
country.	The	end	of	apartheid	had	itself	been	preceded	by	another	
significant	 global	 development,	 namely,	 the	 end	 of	 the	 East-West	
Cold	War	that	had	dominated	 international	 relations	 in	 the	period	
after	the	Second	World	War	and	exacted	a	huge	cost,	especially	Af-
rica.	The	end	of	the	Cold	War	was	symbolized	by	the	collapse	of	the	
Berlin	wall	in	1989,	the	dissolution	of	the	East	bloc/COMECON,	the	
collapse	of	the	Warsaw	Pact	and	the	dissolution	of	the	USSR	 itself	
into	various	independent	States.	Both	the	collapse	of	the	apartheid	
system	and	the	end	of	the	Cold	War	ushered	Africa	into	a	decisively	
new	phase	in	its	post-colonial	history.	It	was	a	phase	that	opened	a	
new,	concerted	interest	in	the	quest	for	collective	continental	action	
for	the	transformation	of	the	continent15.		

The	mood	that	prevailed	in	Africa	during	the	second	half	of	the	1990s	
reflected	a	determination	to	lift	the	continent	out	of	the	prolonged	
state	 of	 underdevelopment	 to	which	 it	 had	 been	 exposed	 for	 too	
long	and	open	a	new,	more	forward-looking	chapter	in	its	history.	In	
this	connection,	critical	attention	was	paid	both	to	the	OAU	and	the	
various	subregional	cooperation	and	 integration	organizations	 that	
were	 in	 place	with	 a	 view	 to	 overcoming	 some	of	 the	 constraints	
that	had	hampered	their	capacity	to	play	a	more	strategic	and	effec-
tive	role	in	the	transformation	of	the	continent.	The	perspective	was	
widely	shared	that	the	unfinished	business	of	liberating	Africa	from	
the	vestiges	of	colonial	rule	had	consumed	the	energies	of	the	OAU	
which,	to	its	credit,	also	served	as	a	credible	mobilizer	of	African	and	
international	opinion	and	action	for	the	completion	of	the	national	
liberation	project.	The	post-apartheid,	post-Cold	War	context	offered	
an	opportunity	 for	 the	 continent	 to	move	 into	 a	 new	phase	 in	 its	
development,	with	particular	emphasis	on	the	advancement	of	the	
agenda	of	social	and	economic	transformation.		

As	to	the	subregional	cooperation	and	integration	organizations	set	
up	 in	 the	period	 leading	up	 to	and	 following	 the	 independence	of		
the	majority	of	African	countries,	there	was	general	agreement	that	
they	had	under-performed	their	mandates	and	were	in	need	of	ra-
tionalization	at	several	levels.	The	issue	of	overlapping	memberships	
was	one	area	that	was	thought	to	be	in	need	of	urgent	attention.	So	
also	were	the	overlaps	in	the	mandates	of	many	of	the	organizations	

15	 	United	Nations	Africa Recovery,	2002,	op cit;	Adejumobi	and	Olukoshi,	2008,	op cit.		



51The African Union and African Integration: Retrospect and Prospect

themselves.	Furthermore,	the	question	of	how	they	might	be	coordi-
nated	in	order	to	deepen	their	overall	impact	and	extend	their	reach	
was	also	given	attention.	

A new continental approach and institutional 
mechanism for changed times

Amidst	the	reflections	and	debates	that	took	place,	a	resolution	was	
reached	to	dissolve	the	OAU	and	replace	 it	with	the	AU,	complete	
with	 a	 new	 constitutive	 act	 and	 organs.	 The	 AU	was	 formally	 es-
tablished	 in	2000	in	Lome,	where	 its	Constitutive	Act	was	formally	
adopted;	it	was	officially	launched	in	Durban,	South	Africa,	in	2002.	
The	Union	emerged	as	a	conscious	design	to	give	a	new	impetus	to	
African	 integration	and	unity.	 Its	 key	organs,	 including	 the	Assem-
bly	 of	Heads	 of	 State,	 the	 Executive	Council,	 the	 Commission	 and	
the	Economic,	Social	and	Cultural	Council	(ECOSOCC)	were	granted	
clearly	defined	mandates	that	aimed	to	give	it	a	more	coherent	and	
coordinated	institutional	structure.	Of	particular	interest	was	the	in-
tegration,	through	ECOSOCC,	of	the	mobilization	of	the	input	of	Af-
rican	civil	society	into	the	work	of	the	AU	and	the	project	of	African	
unity.	Provision	was	also	made	for	the	launching	of	a	host	of	other	
continental	 institutions,	 including	 the	 Pan-African	 parliament,	 the	
court	of	justice	and	an	assortment	of	economic	institutions16.	

Both	in	intent	and	expectation,	the	Commission	of	the	AU	was	de-
signed	 to	 serve	as	a,	 if	 not	 the,	 crucial	hub	 for	 the	 success	of	 the	
Union	 in	 the	 ahievement	 of	 its	 mandate.	 It	 was	 structured	 to	 be	
much	more	than	a	simple	secretariat,	endowed	as	 it	was	from	the	
outside	with	powers	and	competencies	that	gave	it	some	margin	for	
manoeuvre	on	key	policy	and	political	questions.	Thus,	through	the	
Commission,	attention	was	to	begin	to	be	paid	to	the	formulation	of	
Africa-wide	policy	 frames	 covering	 a	 range	of	 socio-economic	 and	
political	 themes	and	sectors.	The	offices	of	 the	commissioners	oc-
cupying	various	portfolios	within	the	Commission	have	been	particu-
larly	central	to	this	continental	policy	harmonization	and	codification	
process.	The	harmonization	of	African	viewpoints	on	development	
questions	of	regional	and	global	interest	has	also	become	a	routine	
feature	of	the	work	of	the	AU.	In	order	to	ensure	that	adequate	and	
timely	 attention	 was	 given	 to	 the	 situations	 of	 conflict	 that	 have	

16	 	Adejumobi	and	Olukoshi,	2008,	op cit.	
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wracked	post-independence	Africa,	a	Peace	and	Security	Council	was	
established	as	part	of	the	structure	of	the	AU	and	with	appropriate	
powers	for	action.	

Attention	was	also	given	to	the	establishment	of	an	institutionalized	
mechanism	under	the	auspices	of	the	AU	to	coordinate	the	work	of	
the	subregional	cooperation	and	integration	organizations	active	on	
the	continent	in	order	to	strengthen	synergies	among	them,	deepen	
their	impact,	allow	for	regular	coordination	between	them	and	the	
AU	Commission	 	 and	ensure	 that	 their	 interventions	flow	 into	 the	
proposed	 African	 economic	 community	 to	which	 the	 Assembly	 of	
Heads	of	State	recommitted	itself	as	the	ultimate	continental	desti-
nation.	To	this	end,	a	Protocol on Relations between the African Un-
ion and the Regional Economic Communities	was	adopted	 in	2007	
providing	for	a	Committee	on	Coordination	and	another	Committee	
of	Secretariat	Officials	drawn	from	the	RECs.	The	2007	Protocol	for-
mally	and	legally	binds	the	RECs	to	the	decisions	of	the	Union	even	
if	this	in	itself	begs	the	question	of	the	African	Union’s	enforcement	
capacity.	 Also	 as	 part	 of	 the	 commitment	 to	 a	 better	 coordinated	
strategy	of	integration,	a	formal	decision	was	made	to	rationalize	the	
RECs	active	on	the	continent	and,	in	so	doing,	reduce	their	number	
to	the	eight	which	are	formally	recognized	by	the	AU	as	initial	build-
ing	blocks	of	the	envisaged	African	economic	community.	

To	give	impetus	to	the	economic	integration	agenda	that	was	central	
to	the	founding	and	structuring	of	the	work	of	the	AU,		seven	special-
ized	technical	committees	were	mandated	while	a	commitment	was	
made	 to	 the	 creation	of	 three	key	financial	 institutions	over	time,	
namely,	an	African	central	bank,	an	African	monetary	 fund	and	an	
African	investment	bank.	African	leaders	also	adopted	a	New	Initia-
tive	 for	 the	Development	of	Africa	 (NEPAD)	 in	2001	 in	Lusaka,	 	an	
amalgam	of	the	Omega	Plan	sponsored	by	Senegal	and	the	Millen-
nium	 Action	 Plan	 sponsored	 by	 Algeria,	 Egypt,	 Nigeria	 and	 South	
Africa.	Through	the	initiative,	an	effort	was	to	be	made	to	mobilize	
external	 investment	and	development	assistance	in	support	of	pri-
ority	projects	 that	would	help	 speed	up	 growth	and	development	
on	 the	 continent.	 In	 return	 for	 the	expected	 internal	 support,	 the	
leaders	of	the	continent	committed	themselves	to	the	promotion	of	
peace,	stability	and	security	on	the	continent,	as	well	as	the	nurtur-
ing	of	democratic	governance.	To	give	content	to	this	commitment,	
they	launched	the	African	Peer	Review	Mechanism	(APRM)	through	
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which	individual	countries	agreed	voluntarily	to	submit	themselves	
to	an	all-round	evaluation	of	their	record	of	governance17.

The continuing conundrum of African unity

Side	by	 side	with	 the	 revival	 of	 the	 agenda	of	 economic	 coopera-
tion	and	 integration,	the	birth	of	 the	AU	also	reignited	discussions	
on	the	question	of	the	political	unity	of	the	continent.	Indeed,	these	
discussions	 have	 dominated	 the	 continental	 political	 agenda	 over	
the	period	since	the	Sirte	extraordinary	summit	of	1999	where	the	
decision	to	establish	the	AU	was	made	and	has	seen	various	calls	for	
the	establishment	of	a	United	States	of	Africa,	a	union	government/
union	of	African	States	and	a	federation	or	confederation	of	African	
States.	But,	as	with	the	discussions	that	took	place	at	the	dawn	of	in-
dependence,	opinion	has	remained	divided	over	the	best	way	to	pro-
ceed	with	the	agenda	for	the	unification	of	the	continent.	The	con-
temporary	debates	came	to	a	head	in	Accra	in	January	2007	when	a	
summit-level	grand	debate	on	the	next	steps	towards	a	united	Africa	
polarized	 between	 those	who	wanted	 a	 speedy	 proclamation	 and	
launching	of	a	United	States	of	Africa	and	those	who,	while	not	nec-
essarily	opposing	a	project	of	unification,	wanted	more	measured,	
deliberative	steps	that	could	prepare	the	ground,	over	the	long-haul,	
for	a	united	Africa.	

Beyond	Accra,	the	consultations	and	discussions	on	continental	unity	
continued	without	much	progress.	Proposals	for	the	nomination	of	
Union	ministers	to	act	as	spokespersons	for	the	continent	on	key	is-
sues	 such	 as	 the	 economy,	 foreign	 policy,	 climate	 change	 and	 de-
fence	were	treated	with	scepticism	and	caution	by	an	unconvinced	
group	 that	 felt	 it	 was	 another	 way	 of	 forcing	 the	 agenda	 for	 the	
speedy	 launching	of	a	union	government	 for	 the	proposed	United	
States	of	Africa.	The	July	2009	Summit	held	in	Sirte,	Libya,	once	again	
paid	attention	to	the	question	of	the	future	of	African	unity	and	the	
role	and	place	of	the	AU	in	it.	The	compromise	that	was	forged	was	
for	consideration	to	be	given	to	the	transformation	of	the	AU	Com-
mission	into	an	authority.	Modalities	for	such	a	transformation	are	
presently	under	study.		

17	 	Adejumobi	and	Olukoshi,	2008,	op cit.	
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Enduring challenges with the continental integration 
agenda

Clearly,	 the	 AU	 and	 the	 various	 processes	 associated	with	 it	 have	
generated	 a	 considerable	 amount	 of	 momentum	 around	 African	
development	questions	since	the	dawn	of	the	new	millennium.	Yet,	
for	 all	 the	progress	 that	 has	been	made	 in	 focusing	minds	on	 the	
twin	project	of	unity	and	integration	–	and	these	should	not	be	di-
minished	 –	many	 substantive	 challenges	 still	 remain.	Most	 of	 the	
challenges	reflect	the	weaknesses	built	into	the	quest	for	unity	and	
integration	as	it	has	proceeded	since	the	1960s.	They	also	embody	
pressures	emanating	from	outside	the	continent	about	the	direction	
of	African	development	and	the	strategy	underpinning	it	at	any	one	
point	 in	 time.	 Furthermore,	 they	 speak	 to	 concerns	 about	 institu-
tional	fit,	including	the	excessive	tailoring	of	institutions	of	integra-
tion	after	the	EU	model.	It	is	a	mark	of	the	limited	progress	that	has	
been	registered	in	the	domain	of	transformative	integration	that	for-
mal	 intra-African	 trade	 and	 investments	 remain	miniscule	 even	 as	
Africa’s	share	of	global	trade	and	investment	is	derisory.	

A	key	element	in	the	continuing	difficulties	confronting	the	African	
integration	agenda	remains	the	dissonant	nature	of	the	subregional	
cooperation	and	integration	process.	Although	bold	steps	at	rational-
izing	the	RECs	were	taken	by	African	leaders	and	eight	of	them	were	
formally	 recognized	 by	 the	 AU,	 the	 larger	 context	 of	 institutional	
mushrooming	and	fragmentation	remains.	But	more	than	this,	 the	
compromise	 that	produced	 the	eight	 recognized	RECs	still	embod-
ies	a	significant	element	of	the	overlap	of	institutional	mandate	and	
membership	 that	 the	 rationalization	 exercise	 was	 meant	 to	 over-
come	in	the	first	place.	Furthermore,	no	serious	interface	has	been	
institutionalized	among	the	RECs	themselves	to	allow	for	the	building	
and	deepening	of	synergies	and	to	ensure	that	they	work,	individu-
ally	and	collectively,	according	to	a	grand	continental	plan	towards	
an	African	economic	community.	As	it	is,	most	of	the	RECs	function	
according	to	their	own	rhythm.	It	is	a	rhythm	which	is	heavily	driven	
by	extra-African	donor	influences	and	interests.	Indeed,	as	heavily	as	
many	of	the	institutions	of	African	integration	are	on	donor	support,	
there	are	justifiable	grounds	for	considering	them	as	increasingly	do-
norised	entities	whose	policy	processes	are	susceptible,	as	they	have	
been,	to	hijack	by	external	interests.	
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The	coordination	deficits	in	the	existing	institutional	architecture	of	
the	African	integration	agenda	have	not	only	meant	that	the	differ-
ent	RECs	move	at	different	paces	and	according	to	different	strate-
gies,	it	has	also	repeatedly	raised	the	question	of	who	exactly	drives	
the	integration	process	and	to	what	end.	This	question	became	even	
more	 urgent	 in	 the	 course	 of	 2007	 and	 2008	when	 the	 European	
Union	made	spirited	efforts	at	pushing	 through	 its	Economic	Part-
nership	Agreements	 (EPAs)	with	African	 countries,	 including	work-
ing	through	the	RECs	to	achieve	its	objective	of	speedily	concluding	
and	 locking	as	many	(interim)	accords	as	possible	even	 in	the	face	
of	concerns	expressed	by	the	AU	Commission,	a	few	RECs	and	Gov-
ernments	such	as	those	of	South	Africa	and	Nigeria.	It	was	also	un-
derscored	by	the	increasing	pressures	piled	on	the	countries	of	the	
continent	by	leading	EU	powers	for	special	arrangements	of	various	
kinds	that	divert	attention	away	from	and	even	undermine	African	
integration	efforts.	The	most	notable	is	the	proposed	Mediterranean	
zone	that	would	link	EU	countries	to	North	Africa.	Apart	from	the	EU,	
other	key	global	economic	powers	are	also	pursuing	agendas	of	their	
own	that	target	key	national	Governments	and	some	of	the	RECs	to	
the	detriment	of	the	integrity	and	coherence	of	the	African	develop-
ment	agenda	in	general	and	the	integration	project	in	particular.			

The	absence	of	a	coherent	and	coordinated	African	response	to	the	
EPA	proposals	and	other	extra-African	manoeuvres	 that	have	a	di-
rect	 impact	on	 the	processes	and	 institution	of	 integration	on	 the	
continent	also	points	to	the	lack	of	robust	national-level	mechanisms	
for	interfacing	in-country	policies	with	the	subregional	and	regional	
integration	agenda.	At	one	level,	this	problem	may	be	reflective	of	
limited	policy	 capacity	 in	many	 countries	 in	 spite	of	 the	 existence	
of	ministerial	 departments	 dedicated	 to	 integration	 issues.	 But	 at	
another	level,	there	is	the	much	more	serious	question	of	national	
development	processes	continuing	to	be	carried	out	without	atten-
tion	to	agreed	or	emerging	subregional	and	regional	plans	and	objec-
tives.	The	drivers	of	national	policy,	to	the	extent	to	which	policies	
are	planned,	coherent,	consistent	and	determined	within	the	coun-
tries,	are	not	as	interfaced	with	policymaking	at	the	subregional	level	
and	in	the	regional	context	as	could	have	been	expected.	
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Looking into the future
Amidst	the	ongoing	reflections	on	how	best	to	re-jig	the	institution-
al	 architecture	of	 the	African	Union,	 it	 is	 clear	 that	 if	 the	 changes	
that	are	eventually	made	are	 to	be	effective	and	meaningful,	 they	
would	have	to	address	the	absence	of	a	strong	and	effective	multi-
level	 coordination	 and	 interfacing	 of	 the	 integration	 agenda.	 This,	
in	effect,	will	require	that	the	African	Union,	by	whatever	name	the	
present	Commission	is	eventually	called,	is	given	the	requisite	pow-
ers,	backed	with	the	necessary	capacity	and	resources,	to	assume	a	
driving	role	 in	the	 integration	of	 the	continent.	 It	 is	a	requirement	
which	immediately	takes	us	into	the	realm	of	the	political.	For,	the	
institutional	deficiencies	that	have	prevented	the	speedy	and	com-
prehensive	 integration	agenda	 from	 registering	 the	 transformative	
edge	that	is	broadly	desired	by	all	Africans	is	not	simply	a	technical	
question,	or	a	matter	for	technocrats	but	a	political	one.	It	touches	as	
much	on	the	distribution	of	power	as	on	the	enhancement	of	policy	
planning	capacities.	It	calls	for	the	exercise	of	leadership	within	the	
continent	rather	than	a	forlorn	search	for	foreign	altruism.

It	can	be	expected	that	not	all	countries	will	be	at	ease	with	a	com-
monly	 shared	 integration	 agenda	 driven	 by	 an	 enhanced	 and	 re-
vamped	 AU	 that	 is	 appropriately	 empowered	 and	 resourced.	 Ne-
gotiations	and	trade-offs	might	well	be	seriously	embarked	upon	in	
order	 to	 overcome	 concerns	 that,	 seen	 from	 the	 point	 of	 view	of	
the	countries	involved,	must	be	accepted	as	justified	whatever	the	
grounds.	But	it	must	also	be	increasingly	accepted	that	integration	is	
the	product	of	a	political	decision	by	like-minded	countries	voluntar-
ily	to	come	together	because	they	share	a	set	of	common	interests	
and	hopes	for	which	they	are	prepared	to	pool	their	individual	sover-
eignties	and	to	embody	this	collective	sovereignty	in	common	insti-
tutions	that	they	imbue	with	the	necessary	power	of	action.	It	is	not	
a	moral	choice;	it	is	a	matter	of	how	best	to	secure	national	interests	
in	a	world	where	the	sovereignty	of	less	powerful	States	is	assailed	
on	a	daily	basis.	Africa	may	no	longer	be	able	to	postpone	the	making	
of	a	strategic	choice.	
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Introduction
The	development	of	well-functioning	infrastructure	is	critical	to	Af-
rica’s	social	and	economic	development.	Infrastructure	in	the	form	of	
electricity,	ICTs,	roads,	rail,	airports,	seaports	and	waterways	powers	
economic	growth	and	contributes	to	human	development.		Much	of	
the	current	 infrastructure	 in	Africa	 is	 inadequate	or	 in	poor	condi-
tion.	 	 	Estimates	 indicate	that	 this	situation	 is	 reducing	production	
in	industries	by	about	40	per	cent	and	makes	doing	business	on	the	
continent	costlier.	

Africa’s	leadership	has	therefore	placed	major	emphasis	on	improv-
ing	 infrastructure	 in	 the	 continent	 but	 this	would	 require	massive	
investments	both	 in	 the	 rehabilitation	of	existing	 facilities	and	 the	
construction	of	new	infrastructure.	The	financial	resources	required	
are	estimated	to	be	about	$93	billion	yearly.

As	part	of	its	multi-year	action	plan	on	development	the	leadership	
decided	 to	establish	a	High	Level	Panel	 (HLP)	 for	 infrastructure	 in-
vestment.	 The	 overarching	 goal	 of	 the	 HLP	 is	 to	mobilize	 support	
for	 scaling	 up	 infrastructure	 financing,	 including	 recommending	
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concrete	measures	 to	 scale	 up	 and	diversify	 sources	of	 affordable	
infrastructure	financing;	and	explore	new	mechanisms	for	this	pur-
pose.		The	establishment	of	the	HLP	provides	an	opportunity	through	
which	Africa’s	infrastructure	needs	can	be	addressed.

This	paper	explores	how	Africa’s	infrastructure	needs	could	benefit	
from	additional	investment.	It	reviews	the	current	status	of	Africa’s	
infrastructure	and	the	financing	needs	to	bridge	the	existing	deficit.		
Moreover,	 the	 paper	 identifies	 potential	 global	 sources	 of	 finance	
for	Africa’s	 infrastructure	needs	and	suggests	mechanisms	through	
which	 these	 funds	 could	 be	 accessed.	 Some	 existing	 projects	 un-
der	the	AU	Presidential	Initiative	are	identified	as	possible	priorities	
which	will	in	time	be	supplemented	by	others	identified	under	Pro-
gramme	for	Infrastructure	Development	for	Africa	(PIDA).

Current state and initiatives for Africa’s 
infrastructure 

Status of African infrastructure

Compared	to	world	standards,	Africa’s	infrastructure	network	is	very	
weak.	

• Roads.		The	main	mode	of	transportation	is	by	road,	account-
ing	 for	90	per	 cent	of	urban	 transport.	Yet	 the	 road	densi-
ty,	estimated	at	7	kilometres	per	100	 square	kilometres,	 is	
extremely	 low	with	 a	 road	 network.	 There	 are	 only	 about	
2,299,070	km	of	road,	and	only	about	28	per	cent	of	it	paved.	

• Railways.	 	 The	 African	 rail	 network	 is	 currently	 estimated	
at	89,380	km,	and	the	density	at	2.97	km	per	1,000	square	
km.	 The	network	 is	 characterized	by	 variations	 in	 the	 type	
of	gauge	used	within	and	across	 the	continent	 limiting	 the	
network’s	 usefulness	 across	 countries.	 	 Seventeen	 African	
countries	do	not	have	railway	lines	at	all.

• Inland Waterways.	 	 Africa	 is	 blessed	with	navigable	water-
ways	which	 include	 rivers,	 lakes	and	canals.	Overall,	29	Af-
rican	countries	have	one	form	of	navigable	waterway	or	an-
other.	 Despite	 the	 immense	 possibilities	 offered	 by	 inland	
waterways,	their	use	remains	limited	by	silting	and	fluctua-
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tions	in	the	water	levels	as	well	as	the	shortage	or	lack	of	sig-
nalling	and	telecommunications	systems,	all	of	which	either	
create	obstacles	to,	or	otherwise	impede	navigation.	

• Seaports.	 	 Although	 maritime	 transport	 accounts	 for	 over	
90	per	cent	of	Africa’s	international	trade,	many	of	the	ports	
are	below	international	standards.	The	merchant	fleet	is	also	
very	old,	with	an	average	age	of	19	years	as	opposed	 to	a	
world	average	of	14	years.	

• Airports.	 	 Air	 transport	 further	 needs	 to	 be	 brought	 up	 to	
world	standards	both	in	terms	of	fleet,	navigation	equipment	
and	airport	 infrastructure.	Clearly	across	 the	board,	all	 the	
various	modes	of	 transport	 infrastructure	need	attention	 if	
the	continent	is	to	achieve	higher	levels	of	economic	devel-
opment.

• ICTs.	 The	 communications	 sector	has	made	 the	 largest	 im-
provements	 in	 recent	 years	 with	 growth	 in	 fixed	 line	 tel-
ephone	 connectivity	 and	 a	 remarkable	 rise	 in	 mobile	 tel-
ephones	and	 increased	 internet	connectivity.	Nevertheless,	
communications	 systems	 remain	 relatively	weak.	Harmoni-
zation	of	policies	and	market	structures;	interconnectivity	at	
the	national	and	regional	levels;	harmonization	of	tariff	prin-
ciples;	and	relatively	high	costs	all	need	to	be	looked	into.	

• Energy.		The	energy	sector	presents	probably	Africa’s	biggest	
infrastructure	challenge.	Although	endowed	with	abundant	
energy	resources,	Africa’s	power	infrastructure	delivers	only	
a	fraction	of	the	service	found	elsewhere	in	the	developing	
world.	Its	power	consumption,	which	is	about	124	kilowatt-
hours	per	capita	yearly	(and	falling),	is	about	10	per	cent	of	
the	consumption	in	the	developing	world	and	more	than	30	
African	 countries	 experience	 power	 shortages	 and	 regular	
interruptions	 to	 services.	 This	 causes	 Africa’s	 firms	 to	 lose	
about	5	per	cent	of	their	sales.	The	economic	costs	of	power	
outages	in	Africa	stand	around	1–2	per	cent	of	GDP.

• Water Supply.		The	main	infrastructural	issues	in	the	area	of	
water	 supply	 pertain	 to	 the	 provision	 of	 dams,	 boreholes,	
pipelines	and	storage	facilities	all	of	which	now	have	to	take	
account	of	diminishing	availability	of	useable	water	due	part-
ly	to	population	pressures	and	climatic	conditions.
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Current initiatives for infrastructure development

Africa	has	made	bold	attempts	to	address	the	above	infrastructure	
deficits.	The	NEPAD	Infrastructure	Development	Program	 through	
the	Short-Term	Action	Plan	(STAP),	spanning	the	period	2002-2007,	
developed	some	120	priority	projects	comprising	studies,	capacity-
building	and	facilitation	programmes	and	key	infrastructure	projects	
all	estimated	at	US$8,125,000,000	and	covering	all	the	regions	of	the	
continent.	Over	50	per-cet	of	the	investment	projects	were	expected	
to	be	financed	by	the	private	sector.	STAP	was	developed	in	consul-
tation	 with	 the	 Regional	 Economic	 Communities	 (RECs),	 Regional	
Member	Countries	 (RMCs)	of	 the	African	Development	Bank,	 spe-
cialized	infrastructure	development	organizations	and	development	
partners.

While	STAP	emphasised	projects/programmes	that	help	to	speed	up	
the	development	of	infrastructure	in	the	continent	and	mobilize	the	
political	will	and	actions	necessary	for	implementing	policy	and	insti-
tutional	reforms,	the	implementation	progress	has	been	well	below	
expectations.	A	2010	review	of	STAP	found	that	of	the	103	projects	
that	were	assessed,	only	16	had	reached	completion	although	70	per	
cent	had	progressed	 in	one	form	or	another.	Progress	was	highest	
for	study	projects,	moderate	for	investment	projects	and	lowest	for	
capacity-building	and	facilitation	projects.	For	large	energy	projects,	
progress	had	been	held	up	by	mostly	project	management	 issues,	
including	non-bankability	of	proposals	and	lack	of	institutional	struc-
tures	for	mobilizing	investment.	This	points	to	the	need	to	bridge	the	
gap	between	RECs	and	their	power	pools	and	financing	institutions	
or	sources	as	well	as	to	setting	up	supranational	structures	to	act	as	
project	promoters	within	a	regional	integration	paradigm.

The	AU/NEPAD	African	Action	Plan	2010-2015	seeks	to	highlight	the	
critical	investment	and	resource	gap	issues	that	must	be	addressed	
in	 key	 priority	 areas	 to	 African	 development,	 including	 infrastruc-
ture.	The	infrastructure	component	consists	of	120	projects	drawn	
from	several	sources,	including	STAP,	the	NEPAD	Medium-	to	Long-
Term	Strategic	Framework	(MLTSF),	the	NEPAD	Spatial	Development	
Programme	(SDP)	and	the	African	Infrastructure	Country	Diagnostic	
(AICD).	It	seeks	to	actualize	the	G8	pledge	to	contribute	an	additional	
US$10	billion	per	year	 in	support	of	 infrastructure	development	 in	
Africa	and	to	galvanize	the	operations	of	the	Infrastructure	Consor-
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tium	for	Africa	(ICA)	which	seeks	to	improve	donor	coordination	as	
part	of	efforts	to	upscale	investment	in	infrastructure.	The	…….	(AAP)	
was	conceived	with	a	view	to	speeding	up	the	implementation	rate	
of	STAP	and	MLTSF	projects	through	increased	capacity	to	develop	
and	implement	projects,	scaling	up	investment	levels	and	improving	
institutional	coordination.

PIDA	has	 recently	been	established	by	 the	African	Union	Commis-
sion,	 African	 Development	 Bank	 (AfDB),	 the	 RECs	 and	 the	 NEPAD	
Planning	and	Coordination	Agency	(NPCA)	to	synchronize	the	long-
term	 development	 of	 infrastructure	 in	 Africa	 and	 will	 comprise	 a	
portfolio	of	projects	and	a	 long-term	strategic	 framework	 for	 their	
implementation.	Under	PIDA	various	analytical	studies	will	be	con-
ducted	to	improve	the	analytical	rigour	of	infrastructure	projects	in	
Africa.	This	will	provide	African	decision-makers	with	decision-mak-
ing	tools	for	prioritizing	such	projects	and	formulating	more	robust	
infrastructure	policies	in	the	medium	to	long	term.	The	expectation	
is	that	projects	identified	under	the	AAP	and,	hence,	those	directly	
under	STAP	and	the	MLTSF,	will	become	part	of	the	PIDA	programme	
in	the	medium	to	longer	term.

In	other	initiatives,	there	are	several	continental	projects	being	un-
dertaken	 to	 improve	 communications	at	 the	national	 and	 regional	
levels	and	to	promote	regional	integration.	These	include	the	African	
Telecommunication	Union	established	in	1999	to	foster	rapid	devel-
opment	 of	 information	 and	 communications	 technology	 in	 Africa	
and	to	improve	access	and	interconnections	between	African	coun-
tries	and	the	Regional	African	Satellite	Communications	Organization	
(RASCOM)	established	in	the	early	1990s	by	African	Telecommunica-
tions	Ministers	to	extend	affordable	telecommunications	services	to	
the	entire	population	of	Africa.

The	regional	economic	communities	(RECs)	have	scaled	up	their	ef-
forts	to	arrest	the	situation	by	promoting	regional	power	pools	and	
interconnected	electricity	grids	and	master	plans	for	regional	power	
development	 and	 environmentally	 benign	 power	 sources.	 Oil	 and	
gas	pipelines	are	also	being	connected	 from	supply	points	 to	 con-
sumers.	These	efforts,	however,	continue	to	be	thwarted	by	limited	
project	 financing	 capacities,	 inadequately	 project	 preparation	 and	
lack	of	suitable	vehicles	for	underwriting	regional	power	projects.
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Africa’s infrastructure spending needs1
Resolving	the	infrastructure	deficit	 in	Africa	would	require	massive	
investments	 for	 the	 operation	 and	 maintenance	 of	 existing	 infra-
structure.	 Investments	are	needed	to:	develop	an	additional	7,000	
megawatts	a	year	of	new	power	generation	capacity;	enable	regional	
power	trade	by	 laying	22,000	megawatts	of	cross-border	transmis-
sion	lines;	complete	the	intraregional	fibre-optic	backbone	network	
and	 the	 continental	 submarine	 cable	 loop;	 interconnect	 capitals,	
ports,	border	crossings	and	secondary	cities	with	a	good	quality	road	
network;	provide	all-season	road	access	to	Africa’s	high-value	agri-
cultural	land;	more	than	double	Africa’s	irrigated	area;	provide	clean	
and	portable	water	and	sanitation	so	 that	 the	continent	will	meet	
the	MDGs;	 raise	 household	 electrification	 rates	 by	 10	 percentage	
points	and	provide	global	systems	mobile	voice	signal	and	public	ac-
cess	broadband	to	100	per	cent	of	the	population.

The	 World	 Bank	 studies,	 Africa Infrastructure Country Diagnostic 
2010,	estimate	that	the	price	tag	for	developing	Africa’s	infrastruc-
ture	 is	 around	US$93	 billion	 a	 year	 (about	 15	 per	 cent	 of	 Africa’s	
GDP).	Two-thirds	of	this	amount	is	for	capital	expenditure,	and	the	
remaining	 one-third	 for	 operation	 and	maintenance	 requirements	
(see	Table	1).

Table1: Infrastructure Spending Needs for Africa  
(in billions of US$)

Infrastructure	
Sector

Capital	
Expenditure

Operation	and	
Maintenance

Total	Spending

ICT 7.0 2.0 9.0
Irrigation 2.9 0.6 3.4
Power 26.7 14.1 40.8
Transport 8.8 9.4 18.2
Water	Supply	and	
Sanitation

14.9 7.0 21.9

Total 60.4 33.0 93.3

Source: Africa	Infrastructure	Country	Diagnostic	2010

1	 	This	section	is	based	on	the	World	Bank’s	Africa Infrastructure Country Diagnostic 2010.



63Financing Africa’s Infrastructure

As	shown	in	Table	1	about	40	per	cent	of	the	total	spending	needs	
are	associated	with	power.	After	power,	water	supply	and	sanitation	
and	then	transport	are	the	most	significant	items.

The	good	news	is	that	a	large	share	of	Africa’s	infrastructure	needs	
is	being	financed	 through	domestic	 resources.	Out	of	 the	US$45.3	
billion	 current	 yearly	 spending	 on	 Africa’s	 infrastructure,	 about	
U$$29.8	billion	 is	financed	by	African	 taxpayers	and	 infrastructure	
users,	US$9.4	billion	by	the	private	sector	and	the	rest	from	external	
sources	(see	Table	2).	This	assessment	is	contrary	to	current	percep-
tions	that	most	of	the	current	infrastructure	financing	is	from	exter-
nal	sources.		It	is	also	important	to	note	that	Overseas	Development	
Assistance	(ODA)	and	Non-OECD	financiers	(China,	India,	Arab	States	
and	others)	contributed	US$3.6	billion	and	US$$2.5	billion,	respec-
tively,	to	the	current	spending	on	Africa’s	infrastructure.

Table 2: Infrastructure Spending on Africa’s Infrastructure Needs (in 
billions of US$)

Infrastruc-
ture	Sector

Operation	
and	Main-

tenance

Capital	Expenditure Total 
Spend-

ing
Public	Sec-

tor
Public	
Sector

ODA Non-OECD	
Financiers

Pri-
vate	
Sector

Total

ICT 2.0 1.3 0.0 0.0 5.7 7.0 9.0
Power 7.0 2.4 0.7 1.1 0.5 4.6 11.6
Transport 7.8 4.5 1.8 1.1 1.1 8.4 16.2
Water	
Supply	and	
Sanitation

3.1 1.1 1.2 0.2 2.1 4.6 7.6

Irrigation 0.6 0.3 - - - 0.3 0.9
Total 20.4 9.4 3.6 2.5 9.4 24.9 45.3

Source: Africa	Infrastructure	Country	Diagnostic	2010

Water,	 energy,	 and	 transport	 infrastructures	 are	 mainly	 financed	
through	 Africa’s	 public	 sector.	 Public	 investment	 is	 largely	 tax	 fi-
nanced	and	executed	through	central	government	budgets,	whereas	
the	operating	and	maintenance	expenditure	is	largely	financed	from	
user	charges	and	executed	through	State-owned	enterprises.	

In	 terms	 of	 capital	 expenditure,	 the	 private	 sector	 participation	 is	
about	 the	same	as	those	 from	the	public	sector.	However	most	of	
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the	expenditures	of	the	private	sector	are	targeted	towards	the	de-
velopment	of	 ICTs.	Also	 it	 is	observed	 that	private	participation	 in	
infrastructure,	 and	 non-OECD	financiers	 together	 exceed	 domesti-
cally	financed	public	investment.	ODA	commitments	are	targeted	to-
wards	water,	energy	and	transport	sectors.	The	Non-OECD	resources	
are	observed	to	be	targeted	more	to	energy	and	rail,	particularly	for	
resource-rich	African	countries.	

Africa’s	 yearly	 financing	 gap	 for	 its	 infrastructure	 development	 is	
about	US$48	billion	 if	 the	current	expenditure	remains	at	US$45.3	
billion	yearly.	The	projected	yearly	financing	needs	to	strengthen	and	
develop	Africa’s	infrastructure	at	world	standards	is	about	US$93.3	
(see	Table	3).	It	must	be	noted	that	given	the	recent	spikes	in	oil	pric-
es	and	escalations	in	the	unit	costs	of	infrastructure	these	estimates	
are	at	the	lower	boundary.

Table 3: Infrastructure Financing Gap for Africa  
(in billions of US$)

Infrastructure	
Sector

Total	Spending	
Needs

Total	Current	
Expenditure

Financing	Gap

ICT 9.0 9.0 0.0

Irrigation 3.4 0.9 2.5

Power 40.8 11.6 29.2

Transport 18.2 16.2 2.0

Water	Supply	and	
Sanitation

21.9 7.6 14.3

Total 93.3 45.3 48.0

Source: Africa	Infrastructure	Country	Diagnostic	2010

It	is	also	important	to	note	that	the	current	delivery	of	Africa’s	infra-
structure	is	fraught	with	inefficiencies.	These	inefficiencies	vary	from	
country	 to	 country.	 It	 is	 observed	 that	 some	African	 countries	 are	
spending	more	resources	than	needed	in	some	sectors	of	infrastruc-
ture.	This	excess	expenditure	is	estimated	by	the	World	Bank	to	be	
around	US$3.3	billion	yearly.		The	largest	share	of	this	excess	expend-
iture	relates	to	public	spending	on	ICT	infrastructure	that	the	private	
sector	could	provide,	particularly	in	middle-income	countries.

Another	source	of	inefficiency	lies	in	the	execution	of	infrastructure	
budget.	 It	 is	 estimated	 that	 African	 countries	 are	 executing	 only	
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about	 two-thirds	 of	 the	 budget	 allocated	 to	 public	 investment	 in	
infrastructure.	This	means	 that	public	 investment	could,	 in	 theory,	
increase	by	30	per	cent	without	any	increase	in	spending,	simply	by	
addressing	 the	 institutional	 bottlenecks	 that	 inhibit	 capital	 budget	
execution.	Some	of	the	measures	needed	to	address	this	inefficiency	
include	better	planning	of	investment	projects,	earlier	completion	of	
feasibility	studies,	more	efficient	procurement	processes	and	a	move	
to	medium-term	multiyear	budgeting.	Addressing	this	inefficiency	is	
estimated	to	save	African	countries	an	additional	$1.9	billion	a	year	
in	public	investment	in	infrastructure.

Lack	of	proper	maintenance	and	rehabilitation	of	Africa’s	infrastruc-
ture	assets	introduces	inefficiency	in	the	delivery	of	the	service.	It	is	
estimated	that	on	average,	about	30	per	cent	of	Africa’s	infrastruc-
ture	needs	rehabilitation.	The	backlogs	in	rehabilitation	stems	from	
under	funding	of	maintenance,	a	major	waste	given	that	the	cost	of	
rehabilitating	infrastructure	is	several	times	higher	than	the	cumula-
tive	cost	of	sound	preventive	maintenance.	It	is	estimated	that	about	
$2.4	 billion	 of	 capital	 spending	 on	 rehabilitation	 of	 Africa’s	 roads	
could	have	been	avoided	with	sound	preventive	maintenance.

Africa’s	power	and	water	utilities	also	 face	operational	difficulties.	
These	 are	 associated	 with	 distribution	 losses,	 under-collection	 of	
revenues	and	overstaffing.	 It	 is	observed	that	State-owned	utilities	
companies	in	many	African	countries	collect	only	70	per	cent	to	90	
per	cent	of	billed	revenues	due	to	rent-seeking	activities.	Overall,	the	
revenues	lost	through	these	inefficiencies	can	be	very	high.	It	is	esti-
mated	that	the	energy	sector	losses	amount	to	about	US$3.4	billion	
a	year	and	that	for	the	water	sector	to	about	US$1	billion	a	year.

Under-pricing	of	Africa’s	 infrastructure	services	also	results	 in	sub-
stantial	 losses.	 As	 noted	 earlier	 African	 infrastructure	 charges	 are	
high	by	international	standards.	However,	because	of	 inefficiencies	
infrastructure	costs	are	also	very	high.	Hence	the	relatively	high	tar-
iffs	 fail	 to	cover	 the	operating	costs	of	 infrastructure	services.	 It	 is	
estimated	that	uncollected	revenues	due	to	under-pricing	of	power	
and	water	amount	to	as	much	as	$4	billion	a	year.

The	World	Bank	estimates	 that	 if	 all	 these	potential	 infrastructure	
inefficiencies	are	addressed,	Africa	could	save	about	US$17	billion.	
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Hence	 if	all	 these	efficiency	gains	are	 fully	obtained,	Africa’s	 infra-
structure	funding	gap	would	be	about	$31	billion	a	year.

Global sources of finance for Africa’s 
infrastructure development
In	Section	3,	it	was	noted	that	a	large	share	of	Africa’s	infrastructure	
spending	needs	are	financed	through	the	mobilization	of	domestic	
resources.	It	was	also	observed	that	the	current	yearly	spending	on	
infrastructure	is	around	US$$45.3	billion.	Out	of	this	amount	about	
US$29.8	billion	is	financed	by	the	African	taxpayer	and	infrastructure	
users,	US$9.4	billion	by	the	private	sector	and	the	rest	from	external	
sources	(see	Table	2).	Section	4	also	noted	that	Africa	needs	around	
US$93	billion	a	year	(about	15	per	cent	of	the	continent’s		GDP)	to	
upgrade	 its	 infrastructure,	 two-thirds	 for	 capital	 expenditure	 and	
one-third	 for	 operation	 and	maintenance	 requirements	 (see	 Table	
1).	This	 implies	 that	 if	 the	current	 trend	of	expenditure	continues,	
Africa	will	have	a	yearly	deficit	of	US$48	billion	for	its	infrastructure	
development.

A	key	question	is	how	and	from	where	Africa	can	raise	the	estimated	
US$48	billion?	An	answer	to	this	question	may	be	found	in	the	out-
come	of	the	last	G-20	meeting	in	Seoul.	The	leaders	of	the	G-20	at	
this	meeting	pledged	to	support	Africa’s	integration	agenda	through	
the	promotion	of	trade	facilitation	and	regional	infrastructure.2	This	
clearly	means	that	global	leaders	are	committed	to	support	the	de-
velopment	of	Africa’s	 infrastructure.	 In	addition,	 there	are	 specific	
commitments	in	the	Seoul	G20	Multi-Year	Action	Plan	on	Develop-
ment	among	which	is	to	at	least	maintain	Aid	for	Trade	(AfT)	levels	
in	2011	above	the	yearly	average	for	2006	–	2008.	It	is	important	to	
note	that	the	focus	of	the	Aid	for	Trade	flows	in	Africa	has	been	main-
ly	on	infrastructure.	Nevertheless,	progress	at	country	level	has	been	
uneven	and	 the	 share	of	AfT	dealing	with	adjustment	 costs	 is	 still	
very	low.		It	is	therefore	important	that	the	G20	continue	to	meet	Aid	
for	 Trade	 commitments	with	 increasing	 focus	 on	 regional	 projects	
2	 	 Paragraph	 45	 of	 the	 Seoul	 document	 states:	 “We	 recognize	 the	 potential	 for	 faster	
growth	in	Africa,	which	could	be	unlocked	by	African	plans	for	deeper	regional	economic	in-
tegration.	We	therefore	commit	to	support	the	regional	integration	efforts	of	African	leaders,	
including	by	helping	to	realize	their	vision	of	a	free	trade	area	through	the	promotion	of	trade	
facilitation	and	regional	infrastructure.	We	call	on	the	MDBs	and	WTO	to	collaborate	with	us	in	
supporting	this	endeavour.”
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and	 trade	 facilitation.	Yet	 this	would	not	be	sufficient	 to	meet	 the	
financing	gap	for	infrastructure	as	Aid	for	Trade	is	part	of	the	ODA.

Table 4: International Reserves in millions of US$3

Global 8,609,324
BRIC 	 3,308,341
China	 2,344,287 	
Russia	 439,850 	
India	 283,720 	
Brazil	 240,484 	
EURO 	 1,093,405
1.	Germany 178,717 	
2.	France 159,760 	
3.	Italy 142,105 	
4.	Poland 85,087 	
5.	United	Kingdom 84,512 	
Other	EuroZone	countries 443,224
Japan	 	 1,069,346
Africa	 	 477,705
1.	Algeria 149,041 	
2.	Libya 99,673 	
3.	Nigeria 45,469 	
4.	South	Africa 39,724 	
5.	Egypt 36,001 	
Other	African	Countries 107,797
Taiwan	Province	of	China 	 347,190
South	Korea	 	 273,868
Hong	Kong	 	 255,860
Gulf	States* 	 186,599
1.	Saudi	Arabia 50,726 	
2.	United	Arab	Emirates 36,010 	
3.	Lebanon 28,027 	
4.	Kuwait 20,267 	
5.	Qatar 19,846 	
Other	Gulf	States* 31,723
US 	 130,296
*	Excludes	African	Member	States	of	the	Arab	League

Source: Global	Financial	Magazine	whose	sources	are	the	World	Bank	and	the	IMF.	(see:	www.
gfmag.com)

3	 	International	reserves	are	a	country’s	“external	assets”—including	foreign	currency	de-
posits	and	bonds	held	by	central	banks	and	monetary	authorities,	gold	and	SDRs
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One	potential	source	of	funding	are	existing	global	savings.	Although	
it	 is	 difficult	 to	measure	 the	 extent	 of	 such	 saving,	 one	 approach	
might	be	to	use	global	international	reserves	and	sovereign	wealth	
funds	as	proxies	for	global	savings.	Table	4	shows	some	estimated	in-
ternational	reserves.	It	reveals	that	large	amounts	of	the	reserves	are	
held	by	the	BRIC	countries	(Brazil,	Russia,	India	and	China),	with	Chi-
na	holding	the	largest	reserves	in	the	world.	This	is	followed	by	the	
Euro	Zone	where	most	of	its	reserves	are	held	by	Germany,	France	
and	Italy.	Surprisingly,	Africa	as	a	whole	holds	more	reserves	than	the	
US	although	they	are	concentrated	in	the	major	oil-exporting	coun-
tries	such	as	Algeria,	Libya	and	Nigeria.	Taiwan,	Hong	Kong	and	the	
Gulf	States	also	hold	large	reserves.

In	the	case	of	Sovereign	Wealth	Funds,	Table	5	indicates	that	most	of	
the	investments	are	held	by:	China,	United	Arab	Emirates,	Norway,	
Saudi	Arabia,	Singapore,	Kuwait,	Russia	and	Qatar.	It	is	worth	noting	
that	Libya	and	Algeria	also	hold	substantial	investments	in	sovereign	
wealth	funds.

Table 5: Sovereign Wealth Funds in billions of US dollars 
(This is a list of the largest Sovereign Wealth funds by assets under 
management)

Global 4,256
China 1,123.3

			SAFE	Investment	Company**	 347,10
			China	Investment	Corporation	 332,40
			Hong	Kong	Monetary	Authority	Invest-
ment	Portfolio	 292,30
			National	Social	Security	Fund	 146,50
			China-Africa	Development	Fund	 5,00
United	Arab	Emirates 709

		Abu	Dhabi
				Abu	Dhabi	Investment	Authority	 627
				International	Petroleum	Investment	
Company	 48.20
					Mubadala	Development	Company	 13.30
					Abu	Dhabi	Investment	Council	 n/a
		Dubai
						Investment	Corporation	of	Dubai	 19.60
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		Ras	Al	Khaimah	
						RAK	Investment	Authority	 1.20
		UAE	-	Federal
									Emirates	Investment	Authority	
Norway	Government	Pension	Fund	–	
Global 556.80
Saudi	Arabia		 444.4
						SAMA	Foreign	Holdings 439.10
						Public	Investment	Fund 5.3
Singapore 392.80
Singapore	-	Government	of	Singapore	
Investment	Corporation 247.50
Singapore	-	Temasek	Holdings 145.30
Kuwait	-	Kuwait	Investment	Authority 202.80
Russia		-	National	Welfare	Fund* 142.5
Qatar		-	Qatar	Investment	Authority 85
Australia		-	Australian	Future	Fund 72.90
Libya	-	Libyan	Investment	Authority 70
Algeria	-	Revenue	Regulation	Fund 56.70
US 58.20
							Alaska	Permanent	Fund 39.70
							New	Mexico	State	Investment	
Council 13.80
							Permanent	Wyoming	Mineral	Trust	
Fund	 4.7
Kazakhstan	-	Kazakhstan	National	Fund 38.60
South	Korea	-	Korea	Investment	Corpo-
ration 37
Malaysia	-	Khazanah	Nasional 36.80
Ireland	-	National	Pensions	Reserve	Fund 33
Brunei	-	Brunei	Investment	Agency 30
France	-	Strategic	Investment	Fund 28
Iran	-	Oil	Stabilisation	Fund 23
Chile	-	Social	and	Economic	Stabilization	
Fund 21.80
Azerbaijan	-	State	Oil	Fund 21.70
Canada	-	Alberta’s	Heritage	Fund 14.40
New	Zealand	-	New	Zealand	Superan-
nuation	Fund 12.10
Bahrain	-	Mumtalakat	Holding	Company 9.10
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Brazil		-	Sovereign	Fund	of	Brazil 8.60
Oman	-	State	General	Reserve	Fund 8.20
Botswana	-	Pula	Fund 6.90
East	Timor	-	Timor-Leste	Petroleum	Fund 6.30
Trinidad	&	Tobago	-		Heritage	and	Stabi-
lization	Fund 2.90
Venezuela	-	FEM 0.80
Vietnam	-	State	Capital	Investment	
Corporation 0.50
Nigeria	-	Excess	Crude	Account 0.50
Kiribati		-	Revenue	Equalization	Reserve	
Fund*** 0.40
Indonesia	-	Government	Investment	Unit 0.30
Mauritania	-	National	Fund	for	Hydrocar-
bon	Reserves 0.30
Oman	-	Oman	Investment	Fund n/a

*This includes	the	oil	stabilization	fund	of	Russia.
**This number	is	a	best	guesstimate.
***	Kiribati,	officially	the	Republic	of	Kiribati,	is	an	island	nation	located	in	the	central	tropical	
Pacific	Ocean.	Kiribati	became	independent	from	the	United	Kingdom	in	1979	and	full	member	
of	the	United	Nations	in	1999.
All figures	quoted	are	from	official	sources,	or,	where	the	institutions	concerned	do	not	issue	
statistics	of	their	assets,	from	other	publicly	available	sources.	Some	of	these	figures	are	best	
estimates	as	market	values	change	day	to	day.	
Source: Sovereign	Wealth	Fund	Institute,	see	www.swfinstitute.org/fund-rankings.

This	section	shows	that	there	is	substantial	savings	around	the	globe	
which,	with	the	right	political	will	from	the	global	leader,	could	use	a	
fraction	to	support	infrastructure	investments	in	Africa.

Mechanism for financing Africa’s 
infrastructure development
Tapping	 into	Global	 Reserves	 and	 Sovereign	Wealth	 Funds	 to	 Fi-
nance	Infrastructure:	Given	the	substantial	level	of	global	savings	re-
ported	in	Tables	4	and	5,	Africa	should	urge	global	leaders	to	support	
the	development	of	its	infrastructure	by	tapping	into	these	resources.	
Using	international	reserves	as	proxies	for	global	savings	then	total	
savings	of	the	US,	Japan,	Euro	Zone,	the	BRIC	countries	(Brazil,	Rus-
sia,	India	and	China)	and	the	Gulf	States	sums	up	to	US$5787.9	bil-
lion.	The	Monterrey Consensus	calls	on	developed	countries	to	target	
of	0.7	per	cent	of	gross	national	product	(GNP)	towards	the	devel-
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opment	of	developing	countries.	“Crudely”	using	the	figure	0.7	per	
cent,	Africa	could	call	on	the	G-20	to	provide	US$40.5	(0.007x5787.9)	
billion	yearly	for	the	development	of	Africa’s	infrastructure.	

In	addition	 to	using	 international	 reserves,	Africa	 could	encourage	
the	sovereign	wealth	holders,	such	as	China,	Norway,	the	Gulf	States	
(United	Arab	Emirates,	Saudi	Arabia,	Kuwait	and	Qatar),	Russia	and	
Singapore	 to	 invest	 directly	 in	 Africa.	 The	 total	 sovereign	 wealth	
holdings	of	these	countries	amount	to	US$3656.6	billion.	Again	using	
the	figure	0.7	per	cent,	Africa	could	encourage	these	countries	to	in-
vest	about	US$25.6	billion	(0.007x3656.6)	yearly	to	support	Africa’s	
infrastructure	development.

African	Infrastructure	Fund:	Hence	from	international	reserves	and	
the	sovereign	wealth	funds,	Africa	could	mobilize	US$66	billion	year-
ly	 for	 the	development	of	 its	 infrastructure.	 The	 issue	would	 then	
become	one	of	which	mechanisms	could	be	used	 to	channel	 such	
funds	in	a	manner	that	will	also	crowd	in	private	sources	of	funding.		
This	 requires	 bold	 and	 innovative	 thinking	 and	one	 such	option	 is	
to	recommend	the	establishment	of	an	African	Infrastructure	Fund	
possibly	within	the	African	Development	Bank	through	which	con-
tributions	 and	 investments	 derived	 from	 global	 savings	 would	 be	
placed	at	the	disposal	of	African	countries	and	regional	groupings	for	
infrastructure	investment.		This	should	be	complemented	by	African	
money,	especially	from	the	countries	with	substantial	reserves	or	re-
sources	in	sovereign	wealth	funds.	

Infrastructure	Indexed	Bonds:	A	mechanism	for	attracting	financial	
capital	for	Africa’s	infrastructure	is	the	issuance	of	infrastructure-in-
dexed	bonds.	This	is	bond	would	be	different	from	a	regular	bond	as	
its	value	is	linked	to	the	market	value	of	the	investment	project.	Giv-
en	that	the	fall	in	the	value	of	infrastructure	increases	the	probability	
of	default,	investors	could	be	attracted	to	hold	the	indexed	bonds	if	
coupon	payments	on	the	infrastructure	indexed	bonds	are	set	higher	
than	those	paid	to	bearers	of	a	regular	bond.	These	bonds	could	be	
raised	on	global	financial	markets	and	 the	 receipts	 from	their	 sale	
targeted	solely		to	the	development	of	Africa’s	infrastructure.

Mobilizing	Resources	through	existing	bilateral	partnerships:	 	An-
other	mechanism,	in	the	case	of	Africa,	is	the	use	of	existing	bilateral	
partnerships	with	the	rest	of	the	world	to	gain	political	commitment	
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and	support	of	partners	 to	provide	resources	 for	 infrastructure	 in-
vestment	in	Africa.		The	continent	has	a	plethora	of	such	partnership	
agreements	such	as	Africa-Arab,	Africa-China,	Africa-EU,	Africa-India,	
Africa-Korea,	Africa-Latin	America	and	TICAD	which	could	be	put	into	
good	use	by	obtaining	political	agreement	 to	provide	 resources	 to	
support	investment	in	infrastructure	in	Africa.		Such	support	could	be	
given	directly	or	channelled	through	the	proposed	Africa	Infrastruc-
ture	Fund.		Since	the	African	Union	leads	most	of	these	partnerships	
it	could	be	encouraged	to	place	this	 idea	on	the	agenda	of	related	
meetings.

Infrastructure	Consortium	for	Africa	(ICA):	ICA	represents	an	addi-
tional	mechanism	through	which	these	funds	could	be	channelled:	
Launched	in	2005,	 ICA	is	one	of	the	major	outcomes	of	the	G8	re-
sponse	to	financing	Africa’s	infrastructure	development	programme.	
The	 Consortium	 brings	 together	 donors	 to	 mobilize	 resources	 to	
support	 the	enormous	 infrastructure	needs	of	Africa.	The	 ICA	Sec-
retariat	is	housed	at	the	AfDB.		It	could	of	course	be	merged	with	an	
eventual	Africa	 Infrastructure	 Fund	 so	 as	 to	 avoid	 duplication	 and	
needless	competition.

Risk	Mitigating	Mechanism:	 The	 proposed	mechanism	 should	 be	
backed	by	risk	mitigating	instruments.	This	could	be	achieved	through	
the	establishment	of	an	African Investment Guarantee mechanism.		
Such	 a	mechanism	would	help	overcome	 current	difficulties	 in	 at-
tracting	 finance	 from	 traditional	 capital	markets,	 including	 private	
equity	 funds,	 venture	 capital	 and	 hedge	 funds,	 amongst	 others.	
These	sources	of	capital	generally	perceive	African	countries	to	be	
of	high	risk	due	to	political	factors	and	other	non-financial	risks.	The	
mechanism	could	function	in	a	similar	manner	to	the	World	Bank’s	
MIGA	but	would	cater	only	to	investments	in	Africa’s	infrastructure.	

Special	Instruments	for	Financing	Regional	Projects:	At	the	moment	
there	 are	 no	 instruments	 for	 financing	 regional	 projects	 although	
most	multilateral	 development	 banks	 (MDBs)	 have	 indicated	 their	
support	for	Africa’s	regional	integration	agenda.	The	lack	of	special	
purpose	vehicles	(SPVs)	inhibits	the	implementation	of	regional	pro-
jects.	In	addition,	concessional	financing	is	available	only	to	member	
States.	There	is	therefore	the	need	for	member	States	to	create	SPVs	
that	 are	 better	 suited	 to	 the	 implementation	 of	 regional	 projects.	
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There	is	the	need	for	MDBs	to	reform	their	lending	practices	to	sup-
port	the	financing	of	regional	infrastructure	projects.

Strong	Regional	Regulatory	Bodies:	 The	establishment	of	 regional	
infrastructure	regulators	would	facilitate	the	implementation	of	re-
gional	 infrastructure	 projects.	 However,	 issues	 remain	 around	 the	
effectiveness	of	mandates	of	such	bodies	in	the	absence	of	a	supra-
national	approach	which	overrides	national	regulators.	For	effective	
operation	of	a	regional	regulator,	member	States	would	have	to	cede	
some	level	of	sovereignty	to	allow	for	implementation	of	collective	
regional	decisions	in	the	particular	sector.

Selected projects for Africa’s 
infrastructure development
In	order	to	gain	maximum	leverage	and	advance	the	cause	of	region-
al	integration,	a	good	proportion	of	the	resources	should	be	devoted	
to	regional	and	subregional	projects.		However,	in	some	of	the	larger	
African	countries,	there	is	also	scope	for	large	and	economically	vi-
able	 infrastructure	projects	and	some	of	the	resources	should	also	
be	made	available	for	such	projects.	These	type	of	projects	are	also	
of	the	scale	and	viability	that	would	prove	attractive	to	outside	in-
vestors.		It	is	also	important	with	regard	to	regional	and	subregional	
projects	to	pay	particular	attention	to	overcoming	current	obstacles	
relating	to	the	assumption	of	risk.		Currently,	regional	and	subregion-
al	projects	require	individual	participating	countries	to	take	responsi-
bility	for	the	parts	of	the	project	falling	within	their	boundaries	thus	
raising	the	transaction	and	coordination	costs	of	managing	such	pro-
jects	and	the	possibility	of	differentiated	performance.

NEPAD criteria for project selection

Africa’s	infrastructure	needs	are	huge	and	therefore	there	is	a	strong	
need	for	the	prioritization	of	the	identified	infrastructure	activities.		
However,	 in	 selecting	 infrastructure	 projects	 to	 promote,	 prior-
ity	should	be	given	to	projects	that	have	the	capacity	to	unlock	the	
economic	potential	of	the	continent.	That	 is	why	the	NEPAD	Presi-
dential	 committee	 on	 infrastructure	 suggests	 that	 the	 increase	 in	
infrastructure	investment	in	Africa	should	meet	the	continent’s	long-
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term	development	needs,	including:	(i)	connecting	African	countries	
with	each	other;	 (ii)	 facilitating	 intra-African	trade;	 (iii)	opening	up	
the	regions	and	countries	to	tourism;	(iv)	facilitating	longer	term	di-
versification	of	African	economies;	and	(v)	enabling	the	continent	to	
benefit	from	its	natural	endowments.

Based	on	the	above	conditions,	NEPAD	has	suggested	among	others	
the	following	guidelines	for	the	selection	of	projects:

11.	Regional	(include	at	least	two	States)	or	continental	(include	
at	least	two	Regions);

12.	Must	 be	 bankable	 and	 have	 passed	 the	 pre-feasibility	 and	
feasibility	stages;

13.	Must	 have	 quantifiable	 socio-economic	 benefits	 and	 pro-
mote	regional	integration	and	trade;

14.	The	entire	implementation	process	should	not	be	more	than	
three	(3)	years,	unless	in	a	case	where	it	can	be	phased	with	
demonstrable	benefits	within	three	years;

15.	Joint	or	co-ownership	of	the	project	 is	easily	acceptable	by	
the	States	or	regions	concerned;

16.	The	project	is	considered	a	priority	by	all	parties	(States	and/
or	RECs,	or	SIs)	concerned	;

17.	Minimal	or	uncomplicated	resource	mobilization	efforts	re-
quired	to	implement	the	project	;

18.	Could	be	considered	a	Flagship	project	with	a	potential	 for	
duplication	in	other	regions	;	and

19.	The	project,	in	addition	to	the	above,	is	a	truly	NEPAD	project	
that	alleviates	poverty	and	its	 impact	should	be	felt	on	the	
ground.

NEPAD presidential infrastructure champion initiative

Within	the	context	of	speeding	up	infrastructure	development	on	the	
continent,	the	African	Union	Summit	in	Kampala,		in	July	2010,	de-
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cided	to	establish	a	High-Level	Sub-Committee	of	eight	countries	on	
the	Presidential	Infrastructure	Champion	Initiative	which	is	chaired	
by	South	Africa.4	The	Sub-Committee	is	specifically	tasked	with	prior-
itizing	and	consolidating	infrastructure	projects	for	high	impact	and	
results.	The	Sub-Committee	is	also	expected	to	approve	the	modali-
ties	and	procedures	on	the	championing	of	infrastructure	projects	by	
specific	Heads	of	State	and	Government.

Based	on	 the	 recommendations	of	 the	High-Level	Sub-Committee,	
the	AU	Summit	in	Addis	Ababa,	in	February	2011	endorsed	the	crite-
ria	and	prioritized	projects	and	champions	selected	for	implementa-
tion	covering	the	AU	five	regions.		The	projects	and	champions	are	
as	follows:

•	 Missing	links	of	Trans-Saharan	Highway	and	Optic	Fibre	pro-
ject–	Algeria;

•	 Dakar-N’djamena-Djibouti	Road	and	Rail	project	–	Senegal;
•	 North-South	Corridor	Road	and	Rail	project	–	South	Africa;
•	 Kinshasa-Brazzaville	Road	and	Rail	project	–	The	Republic	of	

the	Congo;
•	 Water	management,	river	and	rail	transport	projects	–	Egypt;	
•	 Nigeria-Algeria	gas	pipeline	–	Nigeria;	and
•	 ICT	Broadband	and	link	to	fibre	optic	project	into	neighbouring	

States	–	Rwanda.

NEPAD African action plan and infrastructure 
projects

Under	the	NEPAD	African	Action	Plan	(AAP)	23	infrastructure	projects	
have	been	 identified	for	 implementation	from	2010	to2015.	These	
projects,	which	 are	 estimated	 to	 cost	US$9.3	billion,	 are	 targeting	
the	areas	of	energy,	transport,	ICT	and	transboundary	water	short-
term	priority	programme	(2010-2015).	 	Of	 the	23	projects,	NEPAD	
has	identified	the	following	as	high	impact	and	results	projects:

•	 Kenya–Ethiopia	Interconnection
•	 OMVG	Energy	generation	and	interconnection
•	 Zambia–Tanzania–Kenya	Interconnection	
•	 Gambia	Bridge	project

4	 	The	8	countries	are:	comprising	South	Africa	(as	chair),	Algeria,	Benin,	Egypt,	Nigeria,	the	
Republic	of	the	Congo,	Rwanda	and	Senegal.
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•	 Kazungula	Bridge	Project
•	 Implementation	of	the	Yamoussoukro	Decision

These	projects	are	however	not	the	only	ones	with	potential	impact	
on	 regional	 integration	 or	 national	 development	 that	 will	 require	
funding.	 	More	 thought	needs	 to	be	given	 to	 identifying	 ‘ready	 to	
go’	regional	and	national	infrastructure	projects	that	require	funding	
support.				One	such	project	which	is	well	known	is	the	INGA	project	
which	 can	 contribute	 to	 the	building	of	 a	 continental	 energy	 grid.		
Larger	national	projects	that	also	face	financing	constraints	as	well	as	
those	identified	under	PIDA	should	form	the	main	programme	for	in-
frastructure	development	in	Africa.	These	projects	which	have	been	
prioritized	by	African	Heads	of	State	and	Government	are	an	 ideal	
entering	point	as	they	enjoy	the	highest	level	of	political	support	and	
commitments.
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Making International Trade 
Work for Poverty Reduction1

Stephen Karingi and Malcolm Spence

1	 This	chapter	was	originally	contributed	as	a	paper	for	the	“Trade	and	Investment	Work-
shop	for	Development”	in	Brussels,	29	March	2012.	

Abstract
Despite	the	rich	heritage	of	economic	thought	on	the	benefits	of	in-
ternational	trade,	African	economies	remain	both	marginalized	in	in-
ternational	markets	and	blighted	by	widespread	poverty.	This	paper	
surveys	the	vast	literature	on	the	impact	of	trade	on	growth,	inequal-
ity	and	marginal	households.	It	outlines	a	number	of	the	challenges	
facing	Africa	in	benefiting	from	international	trade,	namely	the	mis-
match	between	the	structure	of	African	economies	and	the	ongoing	
jobs	crisis.	The	notion	of	the	developmental	State	put	forth	in	UNECA	
and	AUC	(2011)	provides	the	institutional	framework	in	which	a	de-
velopment–centred	approach	to	trade	can	flourish	through	compli-
mentary	synergies	between	the	State	and	market.	 Industrial	policy	
should	 endeavour	 to	 safeguard	 the	poor	 in	 the	first	 instance	 and,	
where	 possible,	work	 towards	 ensuring	 that	 they	 are	 not	 isolated	
from	the	benefits	of	international	trade.	Thereafter	the	provision	of	
essential	public	goods,	especially	physical	 infrastructure,	should	be	
combined	with	a	proactive	emulation	of	more	advanced	economies	
and	encouragement	of	indigenous	activities.	Expanding	South-South	
trade,	notably	through	the	proposed	continental	free	trade	area,	is	
another	 avenue	 of	 building	 economies	 of	 scale	 and	 international	
competitiveness.	

4
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Executive Summary
Despite	 the	 rich	 heritage	 of	 economic	 thought	 on	 the	 benefits	 of	
international	trade	African	economies	remain	both	marginalized	in	
international	markets	and	blighted	by	widespread	poverty.	Succes-
sive	epochs	of	State-led	development	and	liberalization	have	failed	
to	redress	either	prerogative.	Africa’s	improved	institutional	capacity	
raises	 the	prospect	 of	 the	 State	 and	 the	market	working	 together	
as	complementary	drivers	of	economic	development	capable	of	em-
ploying	a	development-centred	approach	to	trade	to	contribute	to-
ward	poverty	reduction.	Significant	challenges	remain,	however,	not	
least	with	respect	to	the	structure	of	African	economies	and	exports	
in	the	face	of	an	ongoing	jobs	crisis	and	large	marginalized	rural	com-
munities.	This	chapter	argues	that	traditional	dichotomies	between	
State	and	market	and	comparative	advantage	denying	or	conforming	
activities	are	misleading.	Trade	and	industrial	policy	should	endeav-
our	to	safeguard	the	poor	in	the	first	instance	and,	where	possible,	
work	towards	ensuring	that	they	are	not	isolated	from	the	benefits	
international	 trade	 has	 to	 offer.	 The	 provision	 of	 essential	 public	
goods	in	the	form	of	physical	infrastructure,	macroeconomic	stability	
and	a	sound	business	environment	should	provide	a	basic	platform	
from	 which	 competitive	 firms	 can	 spurt.	 Thereafter,	 trade	 policy	
should	pursue	 structural	 transformation	 through	a	 combination	of	
market-leading	and	market-following	interventions.	Establishing	de-
velopmental	partnerships	through	enhanced	South-South	coopera-
tion	and	intra-African	trade	and	with	Africa’s	trading	partners	(both	
traditional	and	emerging),	are	integral	to	ensuring	Africa’s	develop-
mental	objectives	are	safeguarded.	

The	key	policy	recommendations	put	forth	are	as	follows:

•	 Export	diversification	is	essential	to	create	pro-poor	growth	
for	Africa’s	growing	population;	

•	 A	developmental	State	is	required	to	facilitate	that	structural	
change;

•	 Trade	policy	should	be	sensitive	to	the	imperative	of	agricul-
tural	productivity	growth	for	poverty	reduction;

•	 While	developing	industries	out	of	the	extractive	sector,	Af-
rican	Governments	should	work	 to	better	use	 their	natural	
resource	endowments	for	development	ends;
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•	 Expanding	 avenues	 of	 South-South	 cooperation,	 notably	
intra-African	 trade	 through	 the	 proposed	 continental	 free	
trade	area,	can	help	African	industries	to	achieve	economies	
of	scale	and	develop	international	competitiveness;

•	 Getting	the	fundamentals	right	is	still	 imperative,	especially	
in	 those	 areas	 in	which	Africa	has	 substantial	 deficits,	 par-
ticularly	infrastructure;

•	 African	partners	such	as	the	European	Union	should	recon-
cile	development	and	trade	policies	by	actively	working	to-
wards	 the	 achievement	 of	 all	MDGs,	 including	 pursing	 the	
global	partnership	for	development	as	espoused	by	MDG	8.
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Introduction 
“Trade	can	make	everyone	better	off”

One	of	the	Ten	Principles	of	Economics,	from	the		
world’s	best-selling	economics	textbook,	
	Gregory	Mankiw’s	Principles of Economics

Trade	 has	 played	 a	 central	 role	 in	 the	 transformation	 of	 societies	
across	the	globe.	In	the	latter	half	of	the	21st	century	a	massive	ex-
pansion	of	international	trade	coincided	with	the	lifting	of	countless	
millions	from	poverty	in	what	has	been	described	as	the	‘East	Asian	
Miracle.’	The	role	of	the	State	in	this	transformation	remains	conten-
tious,	with	one	account	emphasizing	‘getting	the	fundamentals	right’	
(World	Bank,	1993)	while	another	points	to	‘getting	the	prices	right’	
(Amsden,	2001).	Meanwhile,	Africa	remains	the	most	impoverished	
region	on	the	planet,	with	52.5	per	cent	of	sub-Saharan	Africans	liv-
ing	on	$1.25	a	day	in	2008	(estimated	figure	from	IFAD,	2010).	The	co-
incidence	of	such	widespread	poverty	with	a	continued	marginal	role	
in	global	trade	–	Africa’s	share	of	world	trade	was	3.2	per	cent	in	2010	
relative	to	14.8	per	cent	of	global	population	–	alerts	the	continent’s	
policymakers	to	the	prospect	of	employing	trade	as	a	tool	for	poverty	
reduction.	This	study	surveys	the	literature	with	a	view	to	informing	
policymakers	of	the	central	issues	they	face	in	this	endeavour.	Given	
the	aforementioned	debate	surrounding	 the	 retrospective	analysis	
of	the	East	Asian	Miracle,	it	is	perhaps	unsurprising	that	transposing	
prescriptions	to	a	markedly	different	region	in	a	markedly	different	
era	is	far	from	straightforward.	Whether	the	State	should	be	passive	
or	interventionist	is	one	issue,	the	form	any	such	intervention	should	
take	 is	 another	 (denying	 or	 conforming	 to	 comparative	 advantage	
is	one	fault	line).	Analysis	begins	by	examining	the	theoretical	links	
between	international	trade	and	poverty	reduction	via	its	effect	on	
economic	 growth,	 income	 distribution	 and	 marginal	 households.	
Thereafter	 the	 case	 for	 export	 diversification	 provides	 a	 backdrop	
to	the	appropriate	institutional	framework	and	policy	interventions.	
While	there	is	merit	in	the	‘getting	the	fundamentals	right’	mantra,	
poverty	reduction	requires	sensitivity	to	existing	comparative	advan-
tage	activities	(agriculture	and	extractive	industries	in	particular)	and	
a	combination	of	market-leading	and	market-following	interventions	
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from	a	market-friendly	developmental	State.		It	concludes	with	a	re-
mark	upon	the	role	African	countries	and	their	partners	can	play	in	
engendering	pro-poor	trade	reform	in	Africa.2

International trade, growth and inequality 
Cicowiez	 and	 Conconi	 (2008)	 apply	 Bourguignon’s	 (2004)	 notion	
of	 the	poverty-growth-inequality	 triangle	to	 illustrate	the	channels	
through	which	 openness	 to	 international	 trade	 can	 impinge	 upon	
poverty	through	its	effect	on	growth	and	equity	(see	Figure	1).	

Figure 1: Poverty, Growth, Inequality and Trade

Change	in	Poverty

Openness	to 
International	Trade

Change	in	EqualityEconomic	Growth	
(mean	income)

Source: Cicowiez	and	Conconi	(2008)

The	 growth	 enhancing	 attributes	 of	 trade	 have	 a	 long	 and	 distin-
guished	 ancestry	 in	 economic	 theory.	 In	 his	 seminal	 work,	 Adam	
Smith	underlined	the	importance	of	trade	as	a	vent	for	surplus	pro-
duction	and	a	means	of	widening	the	market,	thereby	improving	the	
division	of	labour	and	factor	productivity	through	economies	of	scale.	
Specialization	in	goods	which	can	be	produced	at	a	lower	relative	cost	
than	that	abroad	generates	mutual	welfare	gains	through	the	expan-
sion	of	consumption	possibilities.	Ricardo	emphasizes	technological	
capabilities	as	the	origin	of	these	comparative	advantages,	whereas	
the	Heckscher-Ohlin	framework	appeals	to	differences	in	factor	en-
dowments	across	nations.	 Subsequent	economic	 theory	augments	
these	 static	 gains	 with	 dynamic	 gains	 which	 continually	 shift	 the	

2	 	Given	the	expertise	of	the	authors,	the	analysis	takes	an	unashamedly	Afro-centric	ap-
proach.
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production	possibility	frontier	outwards.	Kenneth	Arrow	(1962),	for	
example,	pointed	to	‘learning	by	doing’	as	a	dynamic	benefit	of	spe-
cialization.	Moreover,	scale	economies	can	attract	increased	invest-
ment	and	engender	faster	rates	of	productivity	growth,	and	greater	
foreign	exchange	permits	the	import	of	technological	know-how	and	
the	transfer	of	 ideas.	Such	ideas	of	dynamic	gains	from	trade	form	
the	basis	of	modern	trade	theory	(Helpman	and	Krugman,	1985)	and	
“new”	growth	theory	 (Grossman	and	Helpman,	1991)	and	as	such	
constitute	an	important	causal	link	between	exports	and	growth.	

Empirically,	the	evidence	seemingly	confirms	the	theoretical	claims	
of	a	positive	trade-growth	relationship,	but	the	results	are	not	with-
out	contrary	views.	Sachs	and	Warner	(1995a),	Edwards	(1998)	and	
Dollar	and	Kraay	(2002)	are	amongst	those	cross-country	studies	in	
which	the	relationship	holds,	with	results	from	the	latter	shown	in	
figure	2,	which	reveals	that	in	the	1980s	and	1990s	globalizers	(de-
fined	in	terms	of	openness	and	a	progressive	reduction	in	tariff	bar-
riers)	have	grown	faster	than	non-globalizers,	and	that	that	rate	of	
growth	has	quickened	over	the	four	decades	in	question.	

Figure 2:  Real per-captia GDP growth in Rich Countries, 
‘globalizers’ and ‘non-gloablizers’  
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Source: Sachs	and	Warner	(1995a)	

Harrison	 and	 Hanson	 (1999)	 and	 Srinivasan	 and	 Bhagwati	 (1999)	
draw	attention	to	several	contentious	aspects	in	this	research,	with	
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the	former	emphasizing	inappropriate	measures	of	trade	openness	
and	the	latter	focusing	on	the	challenges	of	modelling	the	relation-
ships	 involved.	 Winters	 et al.	 (2004)	 add	 that	 for	 countries	 that	
engage	 in	 little	or	no	 trade	with	 the	outside	world	 it	 is	difficult	 to	
measure	the	impact	of	trade	and	causality	in	itself	is	very	difficult	to	
establish.	Rodriguez	and	Rodrik	(1999)	fear	that	the	empirical	chal-
lenges	are	so	pervasive	that	the	search	for	a	strong	negative	relation-
ship	between	trade	barriers	and	economic	growth	is	“futile”.	Despite	
these	objections,	there	 is	no	evidence	of	any	negative	relationship	
between	trade	openness,	and	even	Rodrik	(2001)	concedes	that	no	
economy	has	ever	developed	by	turning	its	back	on	trade.

While	the	economic	theory	 is	unequivocal	 in	hypothesizing	a	posi-
tive	relationship	between	openness	and	income	growth,	it	is	less	so	
with	respect	to	income	volatility.	Openness	to	international	market	
forces	implies	an	increased	susceptibility	to	international	shocks,	as	
the	record	contraction	of	international	trade	in	2009	demonstrated.	
Greater	 specialization	 according	 to	 comparative	 advantages	 may	
also	 increase	 exposure	 to	 shocks	 in	 terms-of-trade.	 Guillaumont	
et al.	 (1999)	show	how	terms-of-trade	 instability	negatively	affects	
growth	in	Africa	through	its	influence	on	investment	and	the	real	ex-
change	rate.	Conversely,	greater	openness	may	transform	some	non-
tradeables	into	tradeables	and	diversify	exports	and	with	it	risk,	and	
ultimately	the	empirical	relationship	between	openness	and	output	
is	not	clearly	understood.	Razin	and	Rose	(1992)	find	no	correlation	
in	their	138	country	sample	from	1950-1988,	mainly	because	shocks	
may	be	common	across	a	number	of	countries.	

The	 theoretical	 starting	 point	 on	 the	 link	 between	 openness	 and	
income	 distribution	 is	 Simon	 Kuznets’	 (1955)	 seminal	 work	which	
hypothesized	 an	 inverse	 relationship	between	growth	 and	 income	
equality	in	the	early	stages	of	development	as	gains	typically	accrue	
to	a	narrow	elite,	before	greater	dissemination	occurs	as	industriali-
zation	accelerates.	If	this	thesis	holds,	trade	engendered	growth	may	
in	fact	exacerbate	poverty	for	some	of	Africa’s	poorest	countries.	Em-
pirical	evidence	on	the	Kuznets	curve	is	mixed,	however.	One	study	
found	the	inverted	U	shape	in	10	per	cent	of	countries	sampled,	an	
ordinary	U	in	another	10	per	cent,	and	no	statistically	significant	re-
lationship	in	the	remaining	80	per	cent	(Deininger	and	Squire,	1998).	
On	 the	 relationship	 between	 trade	 and	 inequality,	 greater	 open-
ness	in	East	Asia	coincided	with	a	reduction	in	inequality,	in	contrast	
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to	 the	 Latin	American	experience.	 The	aforementioned	Dollar	 and	
Kraay	(2002)	study	finds	that	income	growth	of	the	lowest	quintile	
in	an	economy	is	consistent	with	that	experienced	with	the	economy	
overall,	and	the	authors	are	unable	to	discern	any	significant	devi-
ations	 from	 this	 emanating	 from	expanding	 trade	 volumes.	White	
and	Anderson’s	(2001)	results	are	even	more	pro-poor	–	openness	
raises	income	in	lower	income	quintiles	faster	than	in	the	top	quin-
tile	however	evidence	suggests	that	countries	with	abundant	natural	
resources,	 such	as	 land,	 tend	 to	experience	an	 increase	 in	 income	
inequality	following	trade	liberalization	(Bourguignon	and	Morrison,	
1990;	Fischer,	2000).	Ultimately	consensus	as	to	a	definite	relation-
ship	is	lacking	(Bensidoun	et al., 2005,	provide	a	succinct	survey	of	
the	array	of	conflicting	results).	

International trade and poverty reduction 
The	 preceding	 analysis	 refers	 to	 the	 long	 run,	macroeconomic	 ef-
fects	of	openness,	and	as	a	 result	offers	 little	 insight	as	 to	 the	 im-
pact	of	trade	on	marginal	households.	Over	a	series	of	papers	Alan	
Winters	and	colleagues	have	developed	a	conceptual	framework	for	
the	analysis	of	trade	liberalization’s	impact	on	individuals	and	house-
holds	 living	 in	poverty	which	 is	 suitable	 for	 this	purpose	 (Winters,	
2000a,	 2000b,	 2000c,	 2000d;	McCulloch	et al.,	 2001).	 They	 adopt	
Singh	et al.’s	 (1986)	 notion	of	 the	 farm	household	 as	 the	 analytic	
entity	 through	 which	 to	 assess	 the	 transmission	 of	 price	 changes	
through	three	principal	channels	–	enterprise,	distribution	and	gov-
ernment	(Figure	3).	The	farm	household	engages	in	both	production	
and	consumption	with	household	welfare	as	a	 function	of	 income	
and	 the	prices	of	all	 goods	and	services	 that	 the	household	 faces.	
Thus,	 the	 effect	 of	 a	 price	 change	 on	 household	welfare	 depends	
on	whether	the	household	is	a	net	supplier	or	net	demander	of	the	
good	or	service	in	question,	and	its	responsiveness	to	price	changes	
as	they	occur.	
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Figure 3: The Analytical Scheme 

Trade	Policy

Distribution DistributionDistribution

Individuals	and	
households

Source: Winters	(2000d)

The	 enterprise channel	 refers	 directly	 to	 employment,	 wage	 and	
profit	 effects.	 The	 conventional	 theoretical	 starting	 point	 is	 the	
Stolper-Samuelson	theorem	derived	from	the	Hecksher-Ohlin	model	
of	comparative	advantage.	For	Heckscher-Ohlin,	comparative	advan-
tage	 falls	 in	 those	 sectors	 in	which	 there	 is	 relative	 abundance	of	
the	factor	used	most	intensively	in	production.	Increasing	openness	
to	trade	will	allow	greater	specialization	according	to	this	compara-
tive	 advantage	 and,	 as	 Stolper-Samuelson	 maintain,	 will	 increase	
demand	for	the	factor	used	most	intensively	in	production,	forcing	
its	price	upward.	In	the	African	context,	this	theory	implies	that	com-
parative	advantage	 resides	 in	 (unskilled)	 labour	 intensive	activities	
and	that	the	price	of	that	factor	(the	real	wage	rate)	will	rise	from	
a	 trade	expansion	 in	goods	which	 intensively	use	unskilled	 labour.	
If	African	economies	 and	 rural	 households	 can	 succeed	 in	exploit-
ing	 comparative	 advantage,	 low-skilled	workers	 in	 rural	 areas	 (the	
majority	group	among	the	poor)	will	benefit	through	the	predicted	
production,	contributing	toward	the	alleviation	of	poverty.3

3	 	An	alternative	view	of	labour	markets	in	developing	countries	is	that	labour	is	available	
in	perfectly	elastic	supply.	In	this	case,	the	adjustment	will	take	place	in	terms	of	employment,	
since	the	wage	will	be	fixed	exogenously	by	what	the	factor	can	earn	elsewhere	which	is	as-
sumed	to	be	unaffected	by	trade	policy	shocks.	This	view	can	be	 illustrated	by	reference	to	
the	famous	“reserve	army	of	labour”	model	propounded	by	Arthur	Lewis	(1954).	In	the	Lewis	
model,	the	formal	sector	can	draw	effectively	infinite	amounts	of	labour	from	the	informal	sec-
tor	or	subsistence	agriculture	at	the	subsistence	wage.	This	transfer	can	reduce	poverty	only	
when	the	formal	wage	is	greater	than	the	subsistence	wage	through,	for	example,	an	enforced	
minimum	wage.	 In	 reality,	neither	of	 the	polar	extremes	 (of	wholly	fixed	or	wholly	flexible	
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Adjusting	to	trade	reform	is	not	a	costless	enterprise,	however.	Theo-
ries	of	comparative	advantage	make	the	assumption	of	mobile	fac-
tor	markets	yet	the	costs	of	adjusting	to	trade	reform	are	contingent	
upon	the	responsiveness	of	these	markets.	If	factors	are	not	mobile,	
gains	from	specialization	may	not	be	realized.	The	enclave	economy	
problem,	in	which	infrastructures,	systems	and	know-how	are	spe-
cific	 to	 a	 narrow	 range	of	 industries,	makes	 it	 particularly	 difficult	
for	African	economies	to	respond	effectively.	Fosu	and	Mold	(2008)	
have	observed	that	capital	has	not	been	responsive	to	trade	liberali-
zation	in	Africa	in	the	past,	impeding	the	ability	of	export	sectors	to	
expand	in	the	wake	of	liberalization.	If	labour	markets	are	similarly	
unresponsive,	any	resultant	transitional	unemployment	will	likely	in-
crease	poverty,	and	it	is	expected	to	be	higher	in	countries	with	high	
rural	populations	as	employment	opportunities	are	 fewer	 (Polaski,	
2006).	Other	 sources	 of	 adjustment	 reside	 in	 the	 prospect	 of	 idle	
capital	or	labour,	re-training	costs,	personal	psychological	costs	and	
rent	seeking	(Fernandez	de	Cordoba	et al.,	2006).	Indeed,	Hertel	and	
Reimer	(2004)	extensive	survey	concluded	that	the	effectiveness	of	
labour	markets	and	 their	 integration	 into	 the	 rest	of	 the	economy	
were	the	foremost	determinants	of	the	pro-poor	impact	of	reform.

The	distribution channel	concerns	the	interplay	of	trade	reform	with	
the	distribution	of	goods	or	services	from	the	border	to	the	house-
hold,	including	domestic	taxation	and	transit	costs.	If	transport	costs	
are	prohibitively	high	(as	in	many	African	economies)	price	changes	
at	the	border	may	have	little	consequence	for	rural	households.	Lim-
ited	 access	 to	 land,	 technologies	 and	market	 information	 coupled	
with	 a	 lack	 of	 bargaining	 power	 often	 render	 price	 changes	 inad-
equate	 to	 induce	 the	 responses	necessary	 to	capitalize	on	 reform,	
while	pervasive	barriers	to	entry	and	isolation	from	the	networks	in-
volved	in	globalised	production	and	trading	system	impede	effective	
production	responses.	For	example,	a	study	of	the	distributional	and	
nutritional	impact	of	devaluation	in	Rwanda	during	the	1990s	found	
that	changes	in	relative	prices	at	the	border	had	little	effect	on	the	
predominately	rural	low-income	households	because	of	their	isola-
tion	from	the	cash	economy	(Minot,	1998).	The	remoteness	of	Zam-
bia’s	rural	populations	also	made	it	exceptionally	difficult	for	them	to	
gain	from	liberalization	(Alwang,	Seigel	and	Jorgensen,	1996).	

labour	supplies)	is	likely	to	be	precise,	requiring	practical	assessments	of	the	effects	of	trade	
reform	to	take	stock	of	the	responsiveness	of	labour	supply	to	price	changes.	
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The	government channel	 concerns	revenue	mobilization,	social	ex-
penditure	and	redistributive	policies.	A	neo-classical	prescription	of	
trade	liberalization	has	many	fiscal	consequences,	summarized	in	ta-
ble	1.	The	common	presumption	 is	 that	 trade	 liberalization	entails	
a	loss	of	tax	revenues	as	a	result	of	reduced	tariffs,	which	leads	to	a	
social	expenditures	squeeze	and	a	subsequent	 increase	 in	poverty.	
Some	replacement	tax	measures	such	as	VAT	and	excise	taxes	may	
also	increase	poverty	and	inequality.	Since	poor	households	have	a	
higher	marginal	 propensity	 to	 consume	 compared	 to	 high	 income	
households,	these	reforms	tend	to	fall	more	heavily	on	the	former,	
especially	 if	 the	 costs	of	 adjustment	have	not	been	 factored	 in	or	
accounted	for	through	appropriate	social	cushions.	The	ability	to	re-
place	lost	revenues	appears	to	be	proportionate	to	the	level	of	de-
velopment:	one	panel	analysis	of	111	countries	over	25	years	found	
that	low	income	countries	typically	replace	only	one	third	of	lost	tar-
iff	revenues	(Baunguard	and	Keen,	2005).

Table 1: How trade reform is expected to affect revenues 

Items	in	the	trade	reform	package Impact	on	revenues	
Replace	Non-Tariff	Barriers	with	tariffs Positive
Eliminate	tariff	exemptions	and	subsidies Positive
Reduce	Tariff	dispersions Ambiguous/Positive
Eliminate	state	trading	monopolies Ambiguous/Positive
Reducing	high	average	tariffs Ambiguous
Reducing	medium	or	low	average	tariffs Negative
Lower	maximum	tariffs Ambiguous
Eliminate	export	taxes Ambiguous/Negative
Initial	exchange	rate	depreciation Ambiguous/Positive	

Source: ATPC	(2004)

The	impact	of	trade	liberalization	on	government	is	more	multi-fac-
etted	than	a	simple	monotonic	reduction	in	tariff	revenues,	however.	
Some	authors	 like	Rodrik	(1997)	have	argued	that	 increased	open-
ness	reduces	government’s	abilities	to	raise	revenues	because	mo-
bile	factors	can	no	longer	be	taxed	so	readily.	This	may	particularly	
hold	for	deep	services	liberalization,	that	includes	the	movement	of	
natural	persons	(mode	4).	Furthermore,	as	trade	liberalization	makes	
it	easier	 to	 serve	national	markets	 from	 locations	abroad,	 thereby	
levelling	 the	playing	 field	 for	 (resource	 and	 efficiency-seeking)	 FDI	
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across	host	countries,	firms’	decisions	as	to	where	to	invest	are	more	
likely	to	be	affected	by	tax	considerations	in	the	future.	Eliminating	
trade-related	subsidies	and	tariff	exemptions	can	have	positive	fiscal	
effects,	as	can	reducing	tariff	dispersions,	however.	If	the	volume	of	
imports	increases	tariff	revenue	may	increase,	especially	if	liberaliza-
tion	induces	exchange	rate	depreciation.	

While	Kanji	and	Barrientos	(2002)	commend	the	framework	of	Mc-
Culloch	et al.	 (2001)	 they	maintain	 that	analyzing	poverty	 through	
economic	responses	(income/consumption)	alone	fails	to	appropri-
ately	capture	the	multi-dimensional	nature	of	poverty	now	favoured	
by	 academics	 and	 policy	makers	 alike.	 They	 propose	 an	 approach	
which	 accounts	 for	 the	 capabilities,	wellbeing	 and	 vulnerability	 of	
the	poor	and	argue	that	farm	households	in	Sub-Saharan	Africa	are	
particularly	 ill-placed	 to	 respond	 effectively	 to	 trade	 liberalization.	
Limited	access	to	land,	technologies	and	market	information	coupled	
with	a	lack	of	bargaining	power	render	price	changes	inadequate	to	
induce	the	responses	necessary	to	capitalize	on	liberalization,	while	
pervasive	barriers	to	entry	and	isolation	from	the	networks	involved	
in	 globalized	production	and	 trading	 system	 impede	effective	pro-
duction	responses.	

Gender	bias	observed	 in	many	sub-Saharan	African	markets	mean	
trade	reform	affects	men	and	women	differently.	With	respect	to	the	
labour	market,	greater	competition	will	encourage	the	efficient	al-
location	of	 labour.	 Since	gender	discrimination	and	 resulting	wage	
differentials	are	economically	costly,	it	follows	that	increased	open-
ness	could	lead	to	a	narrowing	of	gender	wage	gap.	An	alternative	
view	 suggests	 that	 export	 oriented	 firms	will	 compete	 in	 the	 glo-
balized	world	using	the	wage	differential	as	a	competitive	tool.	The	
constant	innovation	required	in	a	more	integrated	and	competitive	
world	economy	leads	to	a	premium	on	skills.	Therefore,	the	bargain-
ing	power	of	skilled	workers	will	rise	while	that	of	low-skilled	work-
ers	may	not,	especially	if	women	are	not	educated	or	trained	to	the	
same	level	as	their	males’	counterparts,	or	included	in	the	decision	
making	 process	 (Elbeshbishi,	 2009).	 As	 a	 result,	 the	 gender	 wage	
gap	could	widen	in	developing	countries	where	the	average	man	has	
a	higher	 level	of	education	and	market	skill	 than	does	the	average	
woman.	Furthermore,	in	Sub-Saharan	Africa	women	tend	to	oversee	
the	food	security	of	the	farm	household,	whereas	men	take	control	
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of	cash	crops,	meaning	the	gender	effect	of	 trade	reform	is	sector	
specific	(see	Whitehead,	2001;	and	Fontana,	2002).	

Changes	in	fortunes	for	women	in	the	labour	market	are	also	associ-
ated	with	second	order	effects.	 Increased	 labour	market	participa-
tion	and	wages	may	allow	women	to	pay	for	more	medical	services	
for	themselves	and	their	children	(Denman,	2006;	Grown,	2006)	as	
women	who	have	more	control	over	household	income	spend	more	
on	children’s	education,	family	health	and	nutrition	(Thomas,	Con-
treras	and	Frankenberg,	1997;	Hoddinott	and	Haddad,	1995).	Some	
women	might	even	receive	health	insurance	coverage	through	their	
employment	in	the	formal	labour	market	(Grown,	2006).	Moreover,	
Amin	(2006)	argued	that	new	jobs	for	women	in	the	industrial	sec-
tor	may	allow	marriage	and	child-bearing	to	be	delayed.	However,	
women	are	also	 likely	 to	experience	more	stress	and	work-related	
accidents,	particularly	in	presence	of	poor	working	conditions.	As	El-
son	(1999)	put	forward,	because	women	may	continue	to	shoulder	
the	greatest	portion	of	work	in	the	household	and	child	care	despite	
their	jobs,	there	is	likely	to	be	a	double	burden	with	longer	working	
hours.	Increased	female	labour	participation	is	often	associated	with	
increased	male	enrolment	in	secondary	and	tertiary	education	too,	
widening	skills	gaps.	

Integrating	into	the	global	economy	in	a	manner	which	protects	poor	
countries	and	households	is	a	process	which	must	be	managed	care-
fully.	African	experience	of	Structural	Adjustment	Programmes	has	
cautioned	against	attempting	simultaneous	wholesale	reform	in	fa-
vour	of	a	sequenced	approach.	Policy	is	now	concerned	with	ensur-
ing	that	the	necessary	conditions	are	in	place,	and	thereafter	under-
taking	integrating	cautiously	with	respect	to	the	depth	and	timing	of	
reform,	while	 ensuring	 complimentary	measures	 are	 in	place.	 The	
role	 of	 productive	 capacities	 and	 the	 requirement	 of	 complimen-
tary	 infrastructure	and	skills-base	 for	 liberalization	to	be	a	success	
has	been	emphasized	by	development	economists.	Flexible	 labour	
markets,	effective	regulatory	structures	and	adequate	R&D	support	
to	firms,	as	well	as	complementary	fiscal	and	exchange	rate	policies	
are	among	other	most	oft	cited	compliments.	Such	holistic	reform	
poses	a	challenge	for	developing	country	policy	makers:	“what	they	
have	to	do	in	order	to	make	trade	liberalization	a	success	is	basically	
all	the	other	reforms	that	would	make	them	a	success	regardless	of	
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whether	they	undertake	trade	liberalization	in	the	first	place	or	not”	
(Rodrik,	2006;	p.8).	

By	way	of	conclusion,	it	is	important	to	recognize	that	while	poverty	
is	by	no	means	independent	of	trade	reform,	trade	is	not	a	panacea.	
An	exclusive	focus	on	trade	to	achieve	developmental	objectives	is	
ineffective,	but	rather	national	development	strategies	should	have	a	
trade	component.	Indeed,	it	is	the	very	features	of	effective	national	
development	 strategies	 –	 building	 better	 institutions,	 developing	
infrastructure	and	human	capital,	and	engendering	 innovation	and	
structural	change	–	that	can	lead	trade	policy	to	be	most	effective	in	
reducing	poverty.	

Trade policy in economic perspective: 
Africa’s diversification imperative  
Perhaps	the	most	pertinent	of	critiques	of	the	literature	on	the	ben-
efits	 of	 openness	 is	 the	 observation	 than	 openness	 to	 trade	 is	 an	
outcome	rather	than	a	policy	variable,	so	any	intimated	positive	re-
lationship	between	openness	and	trade	and	poverty	reduction	is	of	
little	prescriptive	benefit	to	policy	makers.	With	respect	to	trade,	the	
levers	 available	 to	 policy	makers	 broadly	 fall	 into	 two	 interrelated	
categories:	those	pertaining	to	barriers	to	trade	and	those	pertain-
ing	to	economic	activities,	broadly	synonymous	with	trade	liberaliza-
tion	and	industrial	policy	respectively.	In	the	neoclassical	framework,	
trade	 barriers	 and	 interventionist	 industrial	 policy	 are	 undesirable	
distortions	resulting	in	welfare	losses	and	economic	rents,	but	there	
are	a	number	of	theoretical	 interjections	which	question	such	rea-
soning	in	a	developing	country	context.

	Lipsey	and	Lancaster’s	(1956)	theory	of	the	second	best	showed	that	
where	more	than	one	distortion	is	present,	the	removal	of	a	single	
distortion	(a	trade	tax,	for	example)	will	not	necessarily	improve	eco-
nomic	efficiency	and	welfare.	What	is	more,	the	fathers	of	develop-
ment	economics	emphasized	the	greater	potential	of	industrialized	
production	for	integration	into	the	wider	economy	through	backward	
and	forward	linkages	and	spillover	effects	(Hirshman,	1958;	Rosen-
stein-Rodan,	 1943).	 Firstly,	 Springer	 and	 Prebish	 (Springer,	 1950;	
Prebish,	1950)	hypothesized	that	primary	product	exporters	will	face	
ever	deteriorating	terms	of	trade	in	the	long	run	given	the	lesser	in-
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come	elasticity	of	demand	for	such	commodities	relative	to	manu-
factures.	 Secondly,	agricultural	 activities	are	 subject	 to	Malthusian	
diminishing	returns	whereas	others	have	thus	far	evaded	such	a	fate,	
and	even	offer	increasing	returns	to	scale	(as	per	the	new	economic	
geography	of	Krugman,	1991),	impeding	neo-classical	convergence.	
In	 the	 third	 instance,	 variety	 and	 quality	 ladders	models	 conceive	
the	process	of	development	as	one	 in	which	firms	are	required	to	
continuously	upgrade	their	production	to	more	advanced	products	
(Akamatsu,	1962;	Grossman	and	Helpman,	1991).	Lastly,	there	 is	a	
host	of	research	surrounding	what	has	become	known	as	a	‘resource	
curse’	 emerging	 from	excessive	dependence	on	natural	 resources.	
Features	of	the	resource	curse	include	vulnerability	to	price	shocks	
(Gelb,	1988;	Sachs	and	Warner,	1995b),	dutch	disease,	an	increased	
risk	of	corruption	(Gylfason	2001),	authoritarianism	(Diamond,	2008;	
Ross,	2001)	and	conflict	(Collier	and	Hoeffler,	2000).	This	translates	
into	a	significantly	slower	growth	(Auty	2001)	for	resource	rich	coun-
tries,	 to	 the	extent	 that	adding	a	 commodity	dependence	dummy	
variable	 to	 the	aforementioned	Dollar	 and	Kray	 study	 reduces	 the	
magnitude	of	the	apparent	growth	effect	of	their	openness	variable	
at	least	by	half	(Birdsall	and	Hamoudi,	2002).	Furthermore,	there	is	
also	an	enclave	effect	associated	with	economic	concentration	of	this	
in	which	capital	(human	and	physical)	is	tailored	toward	narrow	pur-
poses	impeding	its	transferability	to	other	sectors	and	hindering	the	
diversification	process.	This	is	particularly	concerning	from	a	poverty	
perspective	given	the	importance	of	adjustability	in	the	face	of	trade	
reform	for	pro-poor	outcomes	described	above.		

The	 contention	 that	 the	 type	of	 economic	 activities	undertaken	 is	
important	 	 for	 development	 are	 empirically	 manifest	 as	 Nicholas	
Kaldor’s	(1967)	growth	laws	emphasizing	the	centrality	of	manufac-
turing	 to	 output	 and	 productivity	 growth.	 New	 evidence	 suggests	
that	many	African	countries	are	currently	engaged	in	export	activities	
incommensurate	with	their	level	of	development	and	hence	associ-
ated	with	significant	opportunity	costs.	An	outcome	based	measure	
of	export	sophistication	(EXPY)	in	which	goods	are	weighted	accord-
ing	to	the	income	of	the	countries	that	export	them	is	plotted	against	
GDP	 in	 Figure	 4.	 The	main	 contribution	 of	 the	Hausmann,	Hwang	
and	Rodrik	(2007)	study	which	proposed	this	measure	is	that	future	
growth	 is	 significantly	 influenced	by	 current	 export	 sophistication.	
Countries	above	the	 line	such	as	Liberia,	Madagascar	or	Egypt	can	
be	thought	of	as	exporting	products	that	are	‘richer’	than	they	are,	
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and	as	such	can	expect	higher	growth	in	the	future.	Nations	such	as	
Malawi,	Ethiopia	and	Mali,	which	are	below	the	line	and	therefore	
exporting	products	of	lesser	sophistication	than	those	on	similar	in-
comes,	will	grow	more	slowly	unless	they	can	move	into	exporting	
more	sophisticated	goods.	In	short,	you	become	what	you	export.	

Figure 4: Income level of Exports (EXPY) vs. GDP per capita, 2007
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Africa	is	amongst	the	fastest	growing	regions	in	the	world,	but	the	
character	of	that	growth	raises	a	number	of	other	reasons	sugges-
tive	of	why	diversification	may	be	required.	Firstly,	more	than	one	
third	of	growth	between	2002	and	2007	was	driven	by	resources	and	
agricultural	 sectors	 (see	figure	5),	which	are	extremely	susceptible	
to	 volatile	 and	uncertain	 climatic	 conditions	 and	 commodity	 price	
changes.	
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Figure 5: Growth in Africa by sector, 2002-2007 
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100 per	cent=$235	billion	in	2005	dollars.	The	total	is	the	sum	of	15	countries	for	which	data	
were	available,	and	that	together	account	for	80	percent	of	Africa’s	GDP:	Algeria,	Angola,	Cam-
eroon	Egypt,	Ethiopia,	Kenya,	Libya,	Morocco,	Nigeria,	Senegal,	South	Africa,	Sudan,	Tanzania,	
Tunisia,	Zimbabwe.	

Source: McKinsey	Global	Institute	(2010)

Secondly,	 growth	 has	 not	 translated	 into	meaningful	 job	 creation	
or	 poverty	 reduction.	 Unemployment	 remains	 high,	 estimated	 at	
9.8	per	cent	 in	2010	for	North	Africa	and	7.9	per	cent	 for	the	rest	
of	 Africa.	 These	 figures	 understate	 the	 severity	 of	 the	 jobs	 crisis,	
however:	youth	unemployment	in	North	Africa	in	2010	was	23.6	per	
cent,	with	 the	unemployment	 rate	 for	women	 twice	 that	 for	men	
(15	per	cent	versus	7.8	per	cent	–	ILO,	2011).	With	the	employment	
channel	so	important	for	poverty	reduction,	is	it	perhaps	unsurpris-
ing	 that	 that	growth	 is	 less	poverty	 reducing	 in	Africa	 (particularly	
Sub-Saharan	Africa)	than	other	regions	of	the	world	(see	table	2).	
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Table 2: Growth and Inequality Elasticities of Poverty by Region

Growth Inequality
East	Asia	and	Pacific -2.5 3.4
Eastern	Europe	and	Central	Asia -4.0 6.4
Latin	America	and	Caribbean -3.1 5.1
Middle	East	and	North	Africa -3.2 4.9
South	Asia -2.0 2.5
Sub-Saharan	Africa -1.5 1.7
Africa	 -1.7 2

Source: Fosu	(2011).	Measurements	refer	to	the	poverty	defined	by	the	$1.25	a	day	in	2005	
PPP	line	over	the	period	2001-9

Thirdly,	the	rapid	growth	of	the	labour	force	presents	new	challenges	
to	ensure	that	future	growth	is	more	labour	intensive	that	than	expe-
rienced	recently.	In	Madagascar,	the	new	entrants	to	the	labour	force	
in	2005	are	estimated	as	286,200	and	their	number	will	increase	to	
473,400	 per	 annum	by	 2035,	 at	which	 time	 the	 additional	 labour	
force	will	begin	to	decline	(Gore,	2010).	This	rapid	population	growth,	
equating	to	a	yearly	sub-Saharan	African	labour	force	growth	rate	of	
2.7	per	cent,	may	reverse	recent	gains	in	poverty	reduction	if	not	ac-
companied	by	diversification.	Fourthly,	labour	productivity	has	been	
increasing,	but	its	current	rate	of	growth	is	insufficient	to	close	the	
gap	on	other	developing	regions	and	is	driven	by	growth	within	exist-
ing	industries	rather	than	structural	change	(see	table	3).	Growth	has	
been	input	driven	and	total	factor	productivity	(TFP)	remains	low,	as	
Kaldor’s	laws	would	predict	given	the	small	share	of	manufacturing	
in	Africa’s	economies.

Table 3: Labour Productivity Growth Decomposed  

Labour	productiv-
ity	growth

Component	due	to
“within” “structural”

Latin	America 1.35% 2.24% -0.88%
Africa 0.86% 2.13% -1.27%
Asia 3.87% 3.31% 0.57%
High	Income	 1.46% 1.54% -0.09%

Source: McMillan	and	Rodrik	(2011)

This	leads	to	a	compelling	case	for	the	diversification	of	Africa’s	econ-
omies.	The	remainder	of	the	paper	discusses	the	institutional	frame-
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work,	the	policy	framework	and	the	policy	instruments	that	can	be	
employed	toward	this	end.	

The developmental State 
More	than	two	hundred	years	since	Adam	Smith’s	eulogizing	of	‘the	
invisible	hand’	economists	are	still	at	pains	to	find	the	right	mix	be-
tween	market	and	State	(an	affair	which	is	not	exclusively	economic,	
of	course).	In	the	African	context,	a	period	of	State-led	development	
gave	way	 to	 the	 Structural	 Adjustment	 Programmes	 of	 the	 1980s	
and	1990s,	the	principles	of	which	have	been	tempered	rather	than	
replaced	 in	 recent	 years	 (Rodrik’s	 description	 of	 the	 ‘Augmented	
Washington	Consensus’	a	case	in	point:	Rodrik,	2001).	As	mentioned	
at	the	outset,	the	East	Asian	Miracle	has	been	(mis)appropriated	to	
justify	a	model	of	both	greater	and	lesser	State	involvement.	In	the	
perspective	of	the	World	Bank	the	Asian	tigers	got	the	fundamentals	
right,	and	succeeded	because	the	State	was	less	interventionist	than	
elsewhere	(World	Bank,	2003).	In	the	neo-classical	tradition,	market	
failure	is	always	preferable	to	Government	meddling	as	the	State	is	
both	wasteful,	and	incapable	of	collecting	and	processing	the	infor-
mation	required	to	correct	market	failures	(Chang,	2006).

The	dichotomy	of	State	versus	market	 implicit	 in	such	reasoning	 is	
misleading	and	damaging.	Rather,	an	effective	trade	policy	requires	
that	the	State	and	market	be	viewed	as	complimentary	institutions,	
and	even	the	World	Bank	now	acknowledges	the	need	for	a	‘commit-
ted,	credible	and	capable	Government,’	a	‘facilitating	State’	(World	
Bank,	 2008).	 With	 a	 new	 institutional	 approach	 emphasizing	 the	
centrality	of	effective	institutions	to	growth	and	poverty	reduction,	
this	is	particularly	relevant	to	ensuring	the	poor	benefit	form	trade	
reform.	Indeed,	poverty	itself	can	be	conceived	as	a	lack	of	access	to	
markets	 (markets	 for	education,	 labour,	health	etc.)	borne	of	mar-
ket	failure,	and	as	discussed	above,	these	market	failures	spread	to	
the	 ability	 of	 factor	markets	 to	 respond	 to	 trade	 reform,	 informa-
tion	 externalities	 impeding	 innovation	 and	 the	 marginalization	 of	
rural	populations	from	market	institutions	which	would	allow	them	
to	gain.	Also,	trade	in	Africa	is	considerably	constrained	by	a	lack	of	
public	goods,	notably	infrastructure	and	those	pertaining	to	human	
capital	development,	and	can	be	expected	to	benefit	from	interven-
tions	in	these	areas	which	explicitly	encompass	a	trade	dimension.	
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Lastly,	the	infant	industry	argument,	conceived	by	Alexander	Hamil-
ton	and	developed	by	Friedrich	List,	has	received	renewed	impetus	
following	the	work	of	Ha-Joon	Chang	(2002;	2007)	and	Erik	Reinert	
(2007).	They	maintain	that	all	major	industrialized	countries	adopted	
protectionist	policies	to	develop	the	industrial	sector	and	protect	it	
from	the	unfettered	competition	of	international	market,	a	privilege	
currently	denied	of	developing	 countries	 through	global	 liberaliza-
tion	agendas	backed	by	the	WTO.	The	decimation	of	some	of	Africa’s	
apparel	industries	in	the	wake	of	the	expiry	of	the	Mulit-Fibre	Agree-
ment	in	2005	is	a	potent	indicator	of	the	potential	consequences	of	
opening	up	to	more	competitive	rivals.	Of	course,	these	arguments	
are	not	withstanding	the	shift	in	economic	thought	on	the	appropri-
ate	State-market	mix	in	the	wake	of	the	global	economic	crisis,	itself	
the	result	of	a	colossal	market	failure.	

What	emerges	from	this	literature	is	the	concept	of	the	developmen-
tal	State.	UNECA	and	AUC	(2011)	adopt	Bagchi’s	(2000)	definition	of	
a	developmental	State	as	“a	state	that	puts	economic	development	
as	the	top	priory	of	government	policy,	and	is	able	to	design	effective	
instruments	to	promote	such	a	goal.	The	instruments	should	include	
the	 forging	 of	 new	 formal	 institutions,	 the	weaving	 of	 formal	 and	
informal	networks	of	collaboration	amongst	its	citizens	and	officials	
and	the	utilization	of	new	opportunities	for	trade	and	profitable	pro-
duction.”	Note	 that	 in	 this	conceptualization	 trade	 is	only	 relevant	
in	the	sense	that	it	is	an	instrument	to	promote	the	greater	goal	of	
economic	development,	and	 is	 therefore	consistent	with	the	UNC-
TAD	advocated	development-centred	approach	to	trade.	A	coherent	
developmentalist	coalition	which	gives	priority	to	the	restructure	of	
the	economy,	“the	truly	successful	ones	understand	that	they	need	
the	market	to	maintain	efficiency,	motivate	the	people	over	the	long	
term	and	serve	as	a	check	on	institutionalized	corruption”	(Johnson,	
1987).	A	developmental	State	engages	in	economic	planning	and	co-
ordinates	activities	required	for	stimulating	and	expanding	the	latent	
potential	of	its	greatest	resource:	its	citizens.	4

4	 	UNECA	and	AUC	 (2011)	go	on	 to	outline	five	pillars	around	which	African	economies	
should	 create	development	 States:	purposeful	 leadership	 and	a	developmentalist	 coalition,	
transformative	institutions,	focused	industrial	policy,	investment	in	research	and	enhanced	so-
cial	policy.	
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Trade policies for pro-poor growth in 
Africa
Thus	far	we	have	argued	that	economic	diversification	is	essential	to	
ensuring	that	the	poor	benefit	from	trade	in	Africa,	and	that	the	de-
velopmental	State	provides	an	appropriate	institutional	framework.	
Before	we	consider	the	policy	interventions	recommended,	it	is	nec-
essary	 to	articulate	a	 theory of change	which	outlines	 the	mecha-
nisms	 and	processes	 through	which	 structural	 change	occurs,	 and	
hence	the	types	of	interventions	required.	Ideally,	the	Government	
should	provide	all	complementary	 inputs	 to	all	potential	activities,	
but	resource	constraints	and	ex	ante	 informational	problems	as	to	
what	 these	 interventions	 should	 look	 like	 render	 such	a	 course	of	
action	impossible,	and	selectivity	becomes	inevitable	(the	‘industrial	
policy	 as	predicament’	 argument:	Hausmann	and	Rodrik,	 2006).	A	
familiar	 fault	 line	emerges	 around	whether	policy	 should	 conform	
to	comparative	advantage	or	defy	 it.5	 	We	have	argued	above	that	
conforming	 to	 a	 comparative	 advantage	 in	 the	 ‘wrong’	 activities	
may	lock	poor	households	into	agricultural	careers	characterized	by	
vulnerability	 to	 shocks,	 low	productivity	growth	and	 few	spillovers	
and	may	necessitate	a	more	 interventionist	policy	 to	upgrade	 fac-
tor	endowments	and	by	extension	comparative	advantage.	However,	
‘new	structural	economics’	(Lin,	2010)	upholds	that	the	best	means	
of	 upgrading	 endowment	 structures	 is	 to	 conform	 to	 comparative	
advantage	as	it	is	in	these	industries	in	which	firms	can	be	interna-
tionally	competitive,	gain	larger	market	shares	and	bring	about	eco-
nomic	 surpluses,	 the	 reinvestment	 of	 which	 leads	 to	 endowment	
upgrading.	By	following	signals	from	countries	with	similar	endow-
ment	structures	in	the	recent	past,	developing	countries	can	identify	
industries	with	dynamic	prospects	and	 seek	 to	 remove	barriers	 to	
their	 flourishing	 (Hausmann’s	 ‘jumping	monkey’	 approach	has	 dif-
ferent	foundations	but	its	prescriptions	are	similar,	but	rather	than	
looking	to	what	those	immediately	above	have	been	doing	to	make	
them	more	successful,	 the	 jumping	monkey	approach	suggests	at-
tempting	to	diversify	into	activities	which	others	like	you	are	doing	
but	you	are	not	as	a	means	of	developing	a	range	of	capabilities	asso-
ciated	with	more	sophisticated	goods).6	Counter	arguments	maintain	
5	 	See	Lin	and	Chang	(2009)	for	a	riveting	debate	on	this	issue:	“Should	Industrial	Policy	in	
Developing	countries	Conform	to	Comparative	Advantage	or	Defy	it?”	
6	 	The	‘jumping	monkey’	approach	explained	in	full:	“Think	of	a	product	as	a	tree	and	the	
set	of	all	products	as	a	forest.	A	country	is	composed	of	a	collection	of	firms,	i.e.,	of	monkeys	
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that	 identifying	existing	comparative	advantage	activities	and	mak-
ing	ex	ante	judgments	exceed	the	capacity	of	the	State.	Furthermore,	
the	 neo-classical	 interpretation	 of	 adjustment	 underestimates	 the	
costs	meaning	that	while	jumping	rungs	on	the	technological	ladder	
(leapfrogging)	may	involve	substantial	learning	costs	(through	State	
subsidization,	as	was	the	case	for	four	decades	of	Japanese	and	Ko-
rean	car	production,	for	example),	this	may	be	less	costly	in	the	long	
run,	particularly	if	such	production	is	‘better’	for	development	in	the	
sense	that	it	contains	more	benefits	for	the	wider	economy	(Lin	and	
Chang,	2009).

Some	pertinent	issues	are	missing	from	this	debate.	Firstly,	each	ap-
proach	is	neutral	to	the	particular	sensitivities	of	the	poor	and	hence	
risks	 categorization	 as	 a	 trade-centred	 approach	 to	 development,	
rather	 than	 the	 development-centred	 approach	 to	 trade	we	 have	
thus	far	called	for.	Of	course,	the	development-centred	approach	to	
trade	opens	 the	prospect	 that	 development	 and	 trade	policy	may	
be	in	conflict.	 In	rural	areas	with	few	opportunities	for	gainful	em-
ployment	 interventions	may	be	better	placed	to	concentrate	upon	
economic	activities	which	generate	the	biggest	gain	for	the	poor	or	
minimize	 the	 risks	 to	 them.	We	have	argued	 that	diversification	 is	
required	for	sustainable	inclusive	growth	in	the	long	run,	but	the	vul-
nerabilities	of	poor	and	marginal	households	underline	 that	policy	
must	take	account	of	the	short-run	risks	they	face.	With	the	agricul-
tural	sector	so	crucial	for	Africa’s	poor,	efforts	to	improve	agricultural	
productivity	 should	 be	 paramount	 irrespective	 of	 the	 trade	 policy	
under	 consideration	 (recall	 that	 agricultural	 productivity	 growth	 is	
key	driver	of	structural	change:	Kuznets,	1968;	Mellor,	1976;	Adel-
man,	 1984).	 In	 addition,	 despite	 the	 myriad	 problems	 associated	
with	extractive	industries	described	above,	no	one	is	advocating	that	
they	be	abandoned	as	a	source	of	foreign	exchange	and	capital	accu-
mulation.	On	the	contrary,	recent	initiatives,	cumulating	in	the	Africa	

that	live	on	different	trees	and	exploit	those	products.	The	process	of	growth	implies	moving	
from	a	poorer	part	of	the	forest,	where	trees	have	little	fruit,	to	better	parts	of	the	forest.	This	
implies	that	monkeys	would	have	to	 jump	distances,	that	 is,	redeploy	(human,	physical	and	
institutional)	capital	toward	goods	that	are	different	from	those	currently	under	production.	
Traditional	growth	theory	assumes	there	is	always	a	tree	within	reach;	hence,	the	structure	
of	this	forest	is	unimportant.	However,	if	this	forest	is	heterogeneous,	with	some	dense	areas	
and	other	more-deserted	ones,	and	if	monkeys	can	jump	only	limited	distances,	then	monkeys	
may	be	unable	to	move	through	the	forest.	If	this	is	the	case,	the	structure	of	this	space	and	a	
country’s	orientation	within	it	become	of	great	importance	to	the	development	of	countries.”	
(Hildago	et al.,	2007).
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Mining	Vision,	articulate	how	these	resources	can	be	better	put	to	
developmental	ends.	

Secondly,	comparative	advantage	has	traditionally	been	defined	ac-
cording	 to	 national	 determinants,	 but	 new	 research	 incorporating	
heterogeneous	 firms	 emphasizes	 firm-level	 productivity	 and	 their	
competitive	advantages.	The	observation	that	some	firms	export	and	
others	do	not,	 regardless	of	 the	 factor	endowments	 concerned,	 is	
not	well	explained	by	new	or	old	trade	theories.7	Easterly	and	Reshef	
(2010)	show	that	African	exports	are	dominated	by	a	few	‘Big	Hits’	
(horticulture	in	Ethiopia,	coffee	in	Rwanda)	and	broadly	follow	a	pow-
er	law	–	the	top	ranked	exports	are	vastly	larger	than	lower	ranked	
exports.	Freund	and	Pierola	(forthcoming)	go	further	and	show	that	
for	their	sample	of	30	developing	countries,	exports	between	2004	
and	2009	were	dominated	by	a	 few	a	 large	 ‘export	superstars’:	on	
average	the	top	1	per	cent	of	firm-product	observations	account	for	
65	percent	of	exports	(See	figure	6).8		

7	 	See	WTO	(2008)	for	a	survey	of	the	empirical	literature	and	a	description	of	the	explana-
tory	model	put	forth	by	Melitz	(2003).
8	 	This	distribution	of	firm	size,	in	which	a	few	large	firms	account	for	a	disproportionate	
share	of	trade,	conforms	to	Zipf’s	Law	hypothesizing	the	emergence	of	such	a	distribution	in	
many	physical	and	social	phenomenon.	
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Figure 6: Power Laws in Export Patterns 

Source: Easterly	and	Reshef	(2010)	and	Freund	and	Pierola	(2011)

What	 are	 the	 consequences	 of	 these	 phenomena?	 In	 the	 first	 in-
stance	 the	benefits	of	more	 trade	are	 less	 likely	 to	be	poverty	 re-
ducing	if	they	are	concentrated	with	a	few	firms	(Giovanni	and	Lev-
chenko,	 2009).	 In	 addition,	 the	 ‘industrial	 policy	 as	 predicament’	
argument	 becomes	 more	 pointed	 if	 a	 developing	 country	 is	 not	
blessed	with	a	range	of	winners	from	which	to	pick.	Both	Lin’s	‘new	
structural	economics’	and	Hausmann’s	‘jumping	monkeys’	approach	
are	outward	looking	in	that	the	best	activities	to	pursue	are	identi-
fied	by	 looking	too	past	or	present	comparators	at	 the	expense	of	
an	inward	looking	approach	that	presents	the	(albeit	small)	prospect	
of	indigenous	innovations	providing	the	basis	for	technological	leap-
frogging.	But	 just	as	Africa’s	economies	 should	be	 sensitive	 to	 the	
particular	needs	of	the	poorest,	sensitivity	to	firm	characteristics	is	
required	to	push	the	technological	frontier,	especially	as	it	 is	prob-
able	 that	 the	 technological	 innovations	emerging	 from	the	sectors	
are	less	advanced	than	the	frontier	industries.	Indigenous	innovation	
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may	also	be	required	if	Africa	is	to	undertake	a	greener	developmen-
tal	path	than	those	which	have	industrialized	before	it.	It	follows	the	
choice	between	comparative	advantage	denying	versus	confirming	
activities	 as	mutually	 exclusive	 policy	 choices	 is	misleading	 and	 is	
better	characterized	as	the	choice	of	an	appropriate	mix.	In	practice	
a	combination	of	polices	designed	to	lead	the	market	(through	emu-
lating	comparators	or	otherwise)	and	those	designed	to	follow	the	
market	should	be	pursued.

Thirdly,	comparative	advantage	is	determined	by	relative	production	
costs	or		domestic	production	costs	relative	to	the	production	costs	of	
trading	partners.	Hence	it	is	endogenous	to	the	trading	relations	of	the	
country	concerned.	Of	course	the	 logic	of	comparative	advantage	 is	
that	unexploited	cost	differentials	are	sub-optimal.	However,	bi-lateral	
trading	relations	are	dictated	by	a	myriad	of	political	and	social	factors,	
meaning	that	trading	relationships	are	rarely	motivated	by	the	‘gains	
from	trade’	thesis	alone.		The	Cold	War,	colonial	ties,	donor	relations	
and	regional	dynamics	have	influenced	the	trading	relations	of	Africa’s	
economies	in	the	past	(consider	the	assumptions	of	the	gravity	model,	
for	example).	Much	has	been	made	of	Africa’s	recent	trade	rebalanc-
ing	(UNECA,	AfDB,	OECD	and	UNDP,	2011;	UNCTAD,	2010;	IMF,	2011)	
and	efforts	to	continue	or	speed	up	this	trend	may	serve	Africa’s	di-
versification	agenda	well.	Given	engagement	with	emerging	partners	
has	been	characterized	by	less	conditionality	vis-à-vis	the	controver-
sial	 Economic	 Partnerships	 Agreements	 currently	 under	 negotiation	
between	ACP	countries	and	the	EU,	 for	example,	 there	are	compel-
ling	reasons	for	continuing	this	rebalancing	(although	the	dumping	of	
low	quality	 and	potentially	hazardous	goods	 from	other	developing	
countries	 is	 a	pertinent	 concern).	 South-South	 trade	 in	 general	 and	
intra-African	trade	in	particular	was	more	resilient	through	the	recent	
global	crisis	than	trade	with	Africa’s	traditional	trading	partners.	With	
the	Euro-zone	facing	ongoing	economic	uncertainty	and	the	need	for	
substantial	rebalancing	of	the	United	States	current	account,	sustained	
demand	from	traditional	partners	is	by	no	means	guaranteed,	and	the	
diversification	of	Africa’s	external	relations	can	insulate	it	further	from	
future	contagion	(although	as	the	spread	of	the	‘global’	economic	cri-
sis	showed	all	too	well,	world	markets	are	now	so	integrated	that	prob-
lems	which	may	have	been	geographically	contained	in	the	past	are	
now	truly	global).	In	addition,	Africa’s	trade	with	Southern	partners	is	
more	sophisticated	than	that	with	traditional	partners.	The	IMF	(2011)	
reports	that	while	exports	to	BICs	(Brazil-India-China)	are	concentrated	
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in	fuels,	those	to	the	next	five	largest	trading	partners	(Indonesia,	Ma-
laysia,	Saudi	Arabia,	Thailand	and	the	UAE)	contain	more	agricultural	
and	manufactured	goods.	With	respect	to	intra-African	trade,	recent	
UNECA	research	finds	that	for	the	vast	majority	of	African	economies,	
the	sophistication	of	exports,	as	captured	by	the	EXPY	measurement	
introduced	earlier,	 is	 far	higher	 for	 their	 intra-African	trade	than	 for	
trade	with	external	partners	(see	Table	X).

Table 4: Comparison of EXPY for World Exports with EXPY for 
African Exports for African Economies

EXPY EXPY	of	Exports	to	
Africa

RATIO	of	AFRICAN	
EXPY	TO	EXPY

Sudan 11091.6 5499.377 0.50
Central	African	Republic 6207.316 3597.091 0.58
Egypt 19477.02 16353.27 0.84
Gabon 14451.2 12970.36 0.90
Mozambique 11643.9 11109.73 0.95
Algeria 16907.31 16239.04 0.96
Namibia 9884.677 9719.997 0.98
Seychelles 13180.37 12991.96 0.99
Burkina	Faso 3178.511 3250.342 1.02
Gambia 7187.446 7379.827 1.03
Ethiopia 2725.163 2917.572 1.07
South	Africa 14200.68 15218.61 1.07
Guinea-Bissau 12901.51 14194.11 1.10
Cameroon 11406.4 12609.53 1.11
Cape	Verde 10630.09 11808.6 1.11
Uganda 6841.705 7705.01 1.13
Ghana 5793.003 6629.855 1.14
Zimbabwe 7123.237 8177.589 1.15
Senegal 9934.667 11457.65 1.15
Botswana 10524.17 12331.47 1.17
Madagascar 8513.682 10167.92 1.19
Tunisia 11491.2 13733.88 1.20
Swaziland 10192.37 12333.34 1.21
Zambia 6449.5 7822.798 1.21
Malawi 4052.915 4943.833 1.22
Mauritius 11332.15 14083.4 1.24
Morocco 9220.449 11513.99 1.25
United	Rep.	of	Tanzania 5160.787 7190.748 1.39
Kenya 8559.806 12033.06 1.41
Mauritania 9447.797 13403.24 1.42
Cote	d’Ivoire 7859.417 11191.8 1.42
Comoros 2702.401 3971.928 1.47
Burundi 3554.943 5925.027 1.67
Rwanda 3836.492 6472.276 1.69
Niger 4838.367 8665.151 1.79
Benin 3623.936 7608.567 2.10
Sao	Tome	and	Principe 2758.422 10067.33 3.65

Source: UNECA	calculations	based	on	UNCOMTRADE	data
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Under	 such	an	assessment,	 through	 the	 rebalancing	of	 trade	 rela-
tionship	Africa	can	trade	more	goods	in	which	it	has	a	‘better’	com-
parative	advantage	and	provide	an	avenue	for	developing	a	manufac-
turing	base	and	escaping	enclave	economies.	Engaging	in	free	trade	
with	neighbours	at	a	similar	level	of	development	allows	industries	
to	capture	economies	of	scale	as	they	serve	Africa’s	burgeoning	do-
mestic	markets,	overcome	the	high	costs	of	trading	to	benefit	from	
geographical	 proximity,	 develop	 the	 know-how	 and	 networks	 re-
quired	for	trading	and	the	appropriate	agglomeration	economies	in	
accompanying	services,	all	the	while	maintaining	a	degree	of	protec-
tion	from	more	competitive	regions.	The	recent	decision	of	African	
Heads	of	State	(at	the	18th	African	Union	Summit	in	January	2012)	to	
implement	a	continental	FTA	is	therefore	a	welcome	development.	
The	UNECA	computable	general	equilibrium	modelling	of	a	continen-
tal	FTA	estimates	the	impact	of	the	removal	of	all	internal	tariffs	on	
goods	by	2017	and	finds	that	the	share	of	intra-African	trade	would	
increase	to	15.4	per	cent	of	total	trade	by	2022	(from	around	11	per	
cent	 today:	UNECA,	 forthcoming).9	As	expected,	 trade	 in	 industrial	
goods	outstrips	that	 in	agricultural	products	 indicating	that	the	ex-
pansion	of	intra-African	trade	through	the	continental	FTA	can	be	a	
driver	of	structural	transformation.	

The	case	for	speedy	intra-African	trade	is	not	founded	on	tariff	re-
form	alone.	Rather,	the	barriers	to	regional	trade	are	broadly	repre-
sentative	of	those	facing	trade	in	general.	Here,	there	is	a	compelling	
case	for	getting	the	fundamentals	right.	Africa’s	recent	growth	has	
benefited	tremendously	from	improved	institutions	and	macroeco-
nomic	management.	Significant	improvements	have	also	been	made	
with	 respect	 to	 the	business	environment,	according	 to	 the	World	
Bank’s	 Doing	 Business	 Report	 2012	 (World	 Bank,	 2011).	 A	 record	
number	 of	 economies	 in	 Sub-Saharan	 Africa	 implemented	 regula-
tory	reforms	making	it	easier	to	do	business	between	June	2010	and	
May	2011.	Morocco	is	the	most	 improved	in	the	world	concerning	
business	 regulations,	 with	 four	 other	 African	 countries	 in	 the	 top	
eight	of	having	the	most	improved	ease	of	doing	business	(Sao	Tome	

9	 	These	estimations	were	computed	using,	MIRAGE	(Modelling	International	Relationships	
in	Applied	General	Equilibrium),	a	multi-country	and	multi-sector	Computable	General	Equi-
librium	(CGE)	model.	(see	Decreux	and	Valin,	2007,	for	a	full	description	of	the	model).	CGE	
analysis	 is	not	without	 its	 limitations	 (see	Ben	Hammouda	and	Osakwe,	2006,	 for	a	 critical	
analysis),	the	most	pressing	of	which	is	the	scant	African	coverage	in	the	MacMap	database,	
meaning	that	while	the	direction	of	vectors	revealed	are	indicative	of	the	impact	of	reform,		
their	magnitude	should	be	cautiously	interpreted.	
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and	Principe,	Cape	Verde,	Sierra	Leone	and	Burundi).	However,	de-
spite	these	 improvements,	36	of	the	50	 included	African	countries	
rank	in	the	lowest	third	of	the	ease	of	doing	business	ranking	(World	
Bank,	2011a).	Similarly,	The	World	Economic	Forum	has	highlighted	
progress	with	 respect	 to	 border	 administration	 (Africa	 on	 average	
now	outperforms	Latin	American	and	ASEAN	countries	 in	their	ag-
gregated	measure).	While	there	is	still	room	for	improvement,	Afri-
can	nations	are	singled	out	for	particular	praise	for	almost	universal	
improvement	in	the	burden	of	customs	procedures	category	(WEF,	
2009).	

Infrastructure	development	still	lags	behind	other	areas	and	remains	
a	key	policy	priority.		Without	adequate	infrastructure	firms	are	un-
able	 to	expand	beyond	the	 immediate	market	and	capture	econo-
mies	of	scale,	and	rural	communities	are	left	isolated	from	markets.	
For	Freund	and	Rocha	 (2010)	delays	owing	 to	 transit	are	 far	more	
detrimental	 to	 exporters	 than	 those	 attributable	 to	 documenta-
tion	or	 customs	delays.	 	 The	 length	of	paved	 roads	as	per	 cent	of	
total	roads	in	Africa	is	about	five	times	less	than	that	of	high	income	
OECD	countries	 (and	nearly	 two-thirds	of	 the	OECD	 level	 in	North	
Africa,	meaning	that	transport	costs	are	63	per	cent	higher	in	African	
countries	compared	with	the	average	in	developed	countries.	They	
are	estimated	at	14	per	cent	of	the	value	exported	in	the	first	group	
of	countries,	against	8.6	per	cent	in	the	second.	One	study	showed	
that	raising	transport	costs	by	10	per	cent	reduced	trade	volumes	by	
more	than	20	per	cent,	with	 infrastructure	typically	accounting	for	
more	than	40	per	cent	of	transport	costs	(60	per	cent	for	landlocked	
countries:	 Limao	and	Venebles,	 2010).	Cheaper	 international	 tran-
sit	is	also	associated	with	extensive	expansion	(Dennis	and	Shepard,	
2007;	 Persson,	 2010)	 and	 can	be	 a	 significant	driver	of	 export	 so-
phistication,	suggestive	of	a	possible	virtuous	circle	between	trade	
facilitation,	 regional	 integration	 and	 export	 sophistication	 (Spence	
and	Karingi,	2011).

Electricity	infrastructure	matters	too:	almost	half	of	African	respond-
ents	believed	electricity	to	be	a	major	constraint	in	Balchin	and	Ed-
wards	 (2008)	 survey.	 In	 Kenya,	 for	 example,	 the	median	 firm	 saw	
sales	reduced	by	6	per	cent	due	to	power	failures,	a	loss	associated	
with	a	6	per	cent	reduction	in	total	factor	productivity	(Eifert	et al.,	
2005).
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Lastly,	 redoubled	efforts	 are	 required	 to	 address	 the	multiple	bar-
riers	 to	 ensuring	 the	 poor	 benefit	 from	 trade	 discussed	 above.	 In	
Africa	the	non-convertibility	of	currencies	and	burdensome	visa	re-
quirements	inhibit	the	ability	of	those	living	close	to	the	border	to	
engage	 in	 cross-border	 trade.	 In	 the	meantime,	 expanding	mobile	
telephony	usage	has	enabled	farmers	to	gain	access	to	hitherto	una-
vailable	market	 information,	better	integrating	them	with	the	local	
and	global	market	place.	

The role of partners  
In	assessing	the	role	of	the	State	in	economic	transformation	UNECA	
and	AUC	(2011)	emphasize	capable	leadership	and	State	autonomy	
in	 formulating	development	policy.	 This	 is	not	 to	 say	 that	 interna-
tional	partners	cannot	play	a	role,	however.	The	European	Union’s	
position	as	Africa’s	largest	trading	partner	and	largest	Aid	for	Trade	
donor	for	instance	singles	it	out	as	a	key	partner.	

Figure 7: Direction of Aid for Trade From EU Member States and 
Institutions, 2009 (total=$14.5 billion)
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Figure 8: Aid for Trade to Africa, 2002-05 to 2009
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As	the	Aid	for	Trade	initiative	enters	its	seventh	year	more	evidence	
is	 emerging	 as	 to	 its	 impact.	 Recent	 research	 has	 shown	 that	 the	
relatively	small	amounts	of	aid	targeted	at	trade	policy	and	regula-
tory	reforms	have	had	a	disproportionate	impact	with	respect	to	re-
ducing	trade	costs	(Busse,	Hoekstra	and	Koeniger,	2011),	increasing	
trade	flows	(Helble,	Mann	and	Wilson,	2009)	and	CAN	contributed	to	
poverty	reduction	(Páez,	2011),	whereas	Karingi	and	Leyaro	(2009)	
suggest	 that	 infrastructure	 and	 building	 productive	 capacities	 are	
more	potent	in	reducing	trade	costs	in	Africa	while	also	contributing	
to	export	diversification.	Africa	receives	more	AfT	from	the	EU	than	
anywhere	else,	and	the	EU	gives	more	AfT	to	Africa	than	to	any	other	
region	–	see	Figures	7	and	8.	As	part	of	its	mandate	as	an	interna-
tional	organization	entrusted	with	monitoring	and	evaluating	of	the	
Aid	for	Trade	Initiative,	UNECA	has	compiled	evidence	from	African	
Case	Stories	submitted	to	 the	WTO	Third	Global	Review	of	Aid	 for	
Trade	in	July	2011	(UNECA,	2011.	

Moving	forward,	more	effort	needs	to	be	channelled	toward	ensur-
ing	Aid	for	Trade	is	allocated	to	where	it	is	needed	most.	Karingi	and	
Fabbroni	(2009)	describe	massive	disparities	in	total	and	per	capital	
Aid	for	Trade	flows,	and	maintain	that	supply	is	 lagging	behind	de-
mand,	with	economic	infrastructure	in	landlocked	countries	particu-
larly	under-funded.	Indeed,	the	European	Commission	has	acknowl-
edged	that	the	current	level	of	funding	to	LDCs	at	only	22	per	cent	
of	total	Aid	for	Trade	is	a	cause	for	concern	(European	Commission,	
2012).	Figure	9	shows	that	European	members	States	have	steadily	
increased	the	proportion	of	ODA	to	help	build	trade	capacity	in	Af-
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rica,	that	targeted	by	MDG	indicator	8.9,	while	EU	institutions	have	a	
historically	high	level	of	support	to	trade	which	should	be	maintained	
and	reapportioned	to	areas	of	highest	need.		More	rigorous	and	con-
sistent	evaluation	of	the	impact	of	Aid	for	Trade	programmes,	main-
streaming	the	direct	effects	on	the	poor	and	the	consequences	for	
Africa’s	diversification	imperative,	should	contribute	toward	this	end	
(UNECA,	2011;	Cadot	et al.,	2011).

Moving	onto	multilateral	negotiations,	the	main	two	initiatives	are	
the	Economic	Partnership	Agreements	(EPAs)	and	the	Doha	Develop-
ment	Agenda	(DDA),	both	currently	under	negotiation.	With	respect	
to	EPAs,	African	 regions	 face	a	 challenge	 to	 conclude	negotiations	
prior	to	withdrawal	of	the	Market	Access	Regulation	in	January	2014	
given	the	number	of	contentious	issues	outstanding.	These	include	
the	3rd	Party	MFN	Clause,	the	role	of	export	taxes	and	the	definition	
and	threshold	of	Substantially	All	Trade.	Forecasts	raise	genuine	con-
cerns	regarding	the	prospect	of	de-industrialization,	trade	diversion	
and	 revenue	 shortfalls,	 all	 potential	 threats	 to	 the	 developmental	
outcomes	and	enhanced	regional	integration	sought	by	the	Cotonou	
Agreement	(see	ATPC,	2005).

Similar	 concerns	 regarding	 the	 developmental	 credentials	 of	 the	
DDA	have	doubtless	contributed	to	its	ongoing	impasse.	In	a	forth-
coming	publication,	UNECA	 scrutinizes	 the	poverty	 impacts	 of	 the	
DDA	through	the	lens	of	the	MDGs.	The	DDA	presents	a	unique	op-
portunity	for	integrating	African	economies	into	the	global	economy,	
and	 they	 can	make	 substantial	 gains	 through	provisions	on	 cotton	
subsidies,	trade	facilitation,	technical	barriers	to	trade,	trade	in	ser-
vices	and	technology	transfer.	Nevertheless,	a	number	of	potential	
downfalls	persist.	The	preceding	analysis	underlines	the	necessity	of	
a	special	and	differential	treatment	capable	of	providing	protection	
to	Africa’s	nascent	industries	and	further	measures	are	required	to	
protect	Africa’s	poor	from	increased	food	prices,	the	costs	of	adjust-
ment	and	erosion	of	existing	preferences.	Given	the	implications	of	
the	Trade-Related	 Intellectual	Property	Rights	 (TRIPS)	on	the	avail-
ability	of	essential	medicines,	Africa’s	poor	will	be	sensitive	 to	 the	
proposed	 strengthening	of	 intellectual	property	 rights	without	ap-
propriate	dispensations.	The	welfare-enhancing	effects	of	a	conclud-
ed	DDA	are	also	narrowed	considerably	by	exceptions	for	special	and	
sensitive	products.	Lastly,	the	burdensome	WTO	accession	process	is	
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a	further	area	prohibiting	African	economies	gaining	from	the	poten-
tial	gains	of	WTO	membership.

It	follows	that	there	is	a	pertinent	need	for	the	partners	such	as	the	
European	Union	to	adopt	a	coherent	policy	framework	with	respect	
to	its	engagement	with	Africa	on	issues	of	development,	trade	and	
trade	and	development	(OECD,	2011).	MDG	8	provides	a	convenient	
framework	for	reconciling	these	trade	and	development	objectives.	
While	some	African	development	partners	have	been	global	leaders	
through	provision	of	 duty-free	market-access	 for	 LDC	 imports	 and	
their	contribution	to	the	Aid	for	Trade	initiative	there	is	further	scope	
to	 match	 these	 commitments	 in	 multilateral	 forums	 through	 the	
fresh	and	credible	approaches	to	the	DDA	sought	at	the	most	recent	
Ministerial	Conference	in	Geneva,	December	2011.	As	the	deadline	
for	 the	MDGs	 fast	approaches,	 international	partners	are	urged	to	
continue	to	work	towards	their	attainment	and	engage	actively	with	
the	United	Nations	and	other	partners	as	the	international	commu-
nity	seeks	to	 learn	for	the	successes	and	failures	of	the	MDGs	and	
work	towards	a	post-MDG	agenda	for	development.	

Figure 9: AfT as a  proportion of Total ODA, EU member states and 
institutions
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Conclusions and recommendations 
Despite	 the	 rich	 heritage	 of	 economic	 thought	 on	 the	 benefits	 of	
international	trade	African	economies	remain	both	marginalized	in	
international	markets	and	blighted	by	widespread	poverty.	Succes-
sive	epochs	of	State-led	development	and	liberalization	have	failed	
to	redress	either	prerogative.	Africa’s	improved	institutional	capacity	
raises	the	prospect	of	the	State	and	market	working	together	as	com-
plementary	drivers	of	economic	development	capable	of	employing	
a	 development-centred	 approach	 to	 trade	 to	 contribute	 towards	
poverty	reduction.	Significant	challenges	remain,	however,	not	least	
with	respect	to	the	structure	of	African	economies	and	exports	in	the	
face	of	an	ongoing	jobs	crisis	and	large	marginalized	rural	communi-
ties.	This	chapter	has	argued	that	traditional	dichotomies	between	
State	and	market	and	comparative	advantage	denying	or	conforming	
activities	are	misleading.	Trade	and	industrial	policy	should	endeav-
our	to	safeguard	the	poor	in	the	first	instance	and,	where	possible,	
work	towards	ensuring	that	they	are	not	isolating	the	benefits	inter-
national	trade	has	to	offer.	The	provision	of	essential	public	goods	in	
the	shape	of	physical	infrastructure,	macroeconomic	stability	and	a	
sound	business	environment	should	provide	a	basic	platform	from	
which	 competitive	firms	 can	 spurt.	 Thereafter,	 trade	policy	 should	
pursue	structural	transformation	through	a	combination	of	market-
leading	 and	 market-following	 interventions.	 Establishing	 develop-
mental	 partnerships	 through	 enhanced	 South-South	 cooperation	
and	 intra-African	 trade,	 and	with	Africa’s	 trading	 partners	 such	 as	
the	European	Union,	are	integral	to	ensuring	Africa’s	developmental	
objectives	are	safeguarded.	

In	 summary,	 the	key	policy	 recommendations	put	 forth	are	as	 fol-
lows:

•	 Export	diversification	is	essential	to	create	pro-poor	growth	
for	Africa’s	growing	population;	

•	 A	developmental	State	is	required	to	facilitate	that	structural	
change;

•	 Trade	policy	should	be	sensitive	to	the	imperative	of	agricul-
tural	productivity	growth	for	poverty	reduction;

•	 While	developing	 industries	out	with	 the	extractive	 sector,	
African	Governments	should	work	to	better	use	their	natural	
resource	endowments	for	development	ends;
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•	 Expanding	 avenues	 of	 South-South	 cooperation,	 notably	
intra-African	 trade	 through	 the	 proposed	 continental	 free	
trade	area,	can	help	African	industries	to	achieve	economies	
of	scale	and	develop	international	competitiveness;

•	 Getting	the	fundamentals	right	is	still	 imperative,	especially	
in	 those	 areas	 in	which	Africa	has	 substantial	 deficits,	 par-
ticularly	infrastructure;

•	 International	 partners	 should	 reconcile	 development	 and	
trade	policies	by	actively	working	towards	achieving	all	 the	
MDGs,	including	pursing	the	global	partnership	for	develop-
ment	as	espoused	by	MDG	8.
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Introduction
Africa	is	at	a	cross	road.	On	the	one	hand,	the	legacy	of	limited	pro-
gress	 despite	 decades	 of	 extracting	 high-value	 mineral	 resources	
plagues	the	conscience	of	a	policymaker,	institutions	or	the	general	
population	that	demand	accountability	and	enhanced	benefits	from	
the	resources	of	the	State.	On	the	other,	new	tools,	governance	mod-
els,	institutional	arrangements,	public	participation	frameworks,	re-
source	management	schemes,	innovative	policies	and	so	on	offer	a	
different	platform	to	change	the	cycle	of	underdevelopment,	in	the	
face	of	resource	riches.	This	confluence	is	further	deepened	by	the	
growing	global	 interest	 in	Africa	due	 to	 the	 surge	 in	mineral	 com-
modity	prices	in	global	markets	and	the	attractiveness	of	Africa	for	
new	investment.	The	policy	and	governance	framework	within	which	
these	shifts	should	be	accommodated	for	transformational	develop-
ment	outcomes	in	Africa	has	become	the	center	of	mineral	resource	
development	strategies.

Despite	the	urgent	need	to	mobilize	resources	to	tackle	development	
challenges	and	lower	poverty,	mineral	resources	in	many	States	have	
become	a	source	of	destabilization,	inefficient	allocation,	unproduc-
tive	use	and	out-right	violence.	Some,	such	as	Liberia,	Sierra	Leone,	
Angola,	the	Democratic	Republic	of	the	Congo	and	the	Sudan	have	
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been	ravaged	by	serious	conflicts	that	dropped	the	needle	of	devel-
opment	 significantly.	 For	 others,	 while	 conflict	 has	 been	 guarded	
from	distance,	the	lack	of	effective	use	of	such	resources	has	meant	
limited	transformation	and	unsatisfactory	developmental	outcomes.	
These	 developments,	 and	 yet	 emerging	 opportunities	 for	 further	
attracting	foreign	direct	 investment	 in	 the	sector,	meant	that	a	re-
thinking	 of	 the	 minerals-development	 issue	 has	 become	 overdue	
and	 the	 identification	 and	 adoption	 of	 governance,	 management	
and	policy	frameworks	much	more	urgent.	There	is	much	hope,	with	
the	 ebbing	 of	 resource-related	 conflicts	 and	 emergence	 of	 prefer-
ence	for	greater	accountability	and	transparency,	that	Africa	at	last	
can	turn	a	page	in	what	has	been	a	dismal	story.

The	recent	adoption	of	the	African	Mining	Vision	and	the	Action	Plan	
as	well	as	preparations	to	establish	the	African	Mineral	Development	
Center	are	major	steps	forward	to	demonstrate	the	change	in	policy,	
regulatory	and	governance	intent	related	to	the	extractive	industry.	
Establishing	clear	guidelines,	policies	and	strategies	that	are	stream-
lined	 in	 resource-dependent	States	would	have	significant	 implica-
tions	for	socio-economic	transformation	in	these	States.	

In	exploring	 these	 issues,	 the	objectives	of	 this	 chapter	are	 to:	 (1)	
explore	the	resource	endowment	landscape	in	Africa;	(2)	discuss	the	
connections	between	resources	and	development;	(3)	conduct	anal-
ysis	of	trends	in	governance	indicators	in	mineral-dependent	States	
and	discuss	implications;	(4)	identify	governance	models	developed	
and	implemented,	and	discuss	their	potential	use;	(5)	evaluate	the	
potential	usefulness	of	the	APRM	as	an	African-owned	governance	
model	for	the	extractive	industry;	(6)	identify	and	discuss	issues,	be-
yond	governance	that	will	have	implications	to	mining	sector	devel-
opment;	and	(6)	shed	light	on	the	African	Mining	Vision	and	its	po-
tential	transformative	role	in	Africa’s	socio-economic	development.

As	governance	is	at	the	core	of	the	mineral	resources	management	
issue,	the	main	focus	in	this	chapter	will	be	to	provide	a	global	view	
of	governance	and	narrow	it	down	to	the	extractive	industry.	How-
ever,	the	discussion	is	further	extended	into	non-governance	issues	
that	have	a	bearing	in	reforming	the	sector	and	enhancing	its	con-
tribution	to	the	overall	economy.	This	discussion	allows	for	consid-
eration	of	future	governance	models	that	have	the	potential	to	ad-
dress	urgent	governance	shortfalls,	but	are	also	flexible	enough	to	
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accommodate	emerging	challenges	and	opportunities	in	the	sector.	
The	rest	of	the	chapter	is	organized	following	the	key	issues	in	the	
objective	statement.

Mineral resources potential and 
contribution in Africa
Africa	is	richly	endowed	with	a	variety	of	high-value	mineral	resourc-
es.	Its	reserves	of	diamonds,	bauxite,	cobalt,	phosphate	rock,	zirco-
nium	and	platinum-group	metals	 rank	 in	 the	top	two	globally.	The	
extraction	and	export	of	these	resources	also	influence	global	miner-
als	markets.	For	example,	Africa’s	share	of	global	output,	in	2008,	of	
platinum,	diamond,	chromite,	gold	and	uranium	stood	at	about	77	
per	cent,	55	per	cent,	37	per	cent,	22	per	cent	and	19	per	cent,	re-
spectively	(see	Figure	1).	For	African	States	that	host	the	extraction,	
processing	and	export	of	these	minerals,	the	economic	contributions	
are	quite	significant.	The	dominant	position	of	Africa	is	likely	to	be	
further	strengthened	as	new	mining	projects	prop	up	in	much	of	the	
continent	in	the	coming	years.	

Figure 1. Africa’s Share of Global Minerals Output.
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Source: Based	on	data	from	United	States	Geological	Survey	(USGS),	2008.

At	 the	 country	 level,	Madagascar,	 for	 example,	 is	 among	 the	 first	
nickel	producers	in	Africa,	mining	60,000	tonnes	yearly,	contributing	
significantly	to	the	economy	of	the	country.	Similarly,	Guinea-Cona-
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kry	is	home	to	close	to	two-thirds	of	global	bauxite	output,	while	a	
number	 of	 uranium	producing	 States	 in	 Africa,	 including	Namibia,	
the	Niger	 and	 Central	 African	 Republic,	 account	 for	 nearly	 20	 per	
cent	of	the	global	uranium	output.	

In	the	energy	fi	eld,	Africa	is	also	an	emerging	player	in	oil	and	gas	as	
well	as	coal	extracti	on	and	export	 (see	fi	gure	2).	 In	2010,	the	con-
ti	nent	accounted	for	about	12	per	cent	of	global	oil	output.	There	
are	also	 substanti	al	natural	 gas	 reserves,	with	producti	on	 capacity	
expanding	by	360	per	cent	between	1986	and	2006	(ADB,	AU	2009).	
The	extracti	ve	industry	is	a	dominant	sector	in	many	African	econo-
mies	and	accounts	for	a	signifi	cant	share	of	exports,	yet	 it	has	not	
spurred	the	development	that	is	so	much	needed	in	the	conti	nent.

Figure 2. Oil Output by Oil-producing States in Africa, 2000–2010

Source: Based	on	data	from	BP	Stati	sti	cal	Review	of	World	Energy	(BP,	2011).

The	massive	endowment	of	mineral	and	energy	resources	in	Africa	is	
likely	to	drive	Africa’s	development	in	the	foreseeable	future.	These	
signifi	cant	resource	endowments	and	their	potenti	al	contributi	on	to	
development	call	for	a	bett	er	management	regime,	one	that	best	po-
siti	ons	African	States	for	a	successful	economic	development,	partly	
driven	by	these	resources,	but	eventually	transiti	oning	to	a	broad-
based	 and	well-diversifi	ed	 developed	 economy.	Making	 a	 positi	ve	
connecti	on	between	resources	and	development,	through	an	eff	ec-
ti	ve	governance	model	for	Africa,	seems	crucial,	but	has	been	illusive	
in	a	number	of	mineral-dependent	economies.
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Natural resources, foreign direct 
investment and development
The	relationship	between	endowment	of	natural	resources	and	eco-
nomic	performance	has	 long	been	a	subject	of	policy.	Convention-
ally,	availability	of	scare	financial	resources,	resulting	from	extraction	
of	natural	resources,	provides	better	space	for	public	investment	to	
enhance	growth.	Evidence,	in	many	African	countries	with	resourc-
es,	especially	oil-dependent	States,	indicates	that	their	performance	
is	no	better	than	countries	with	limited	resources	in	terms	of	sustain-
able	growth	and	poverty	reduction	(Ross	1999,	Collier	2007	and	Karl	
1997).	There	are	a	number	of	factors	that	may	lead	to	this	paradox,	
or	 unexpected	 outcome.	 The	 inadequate	 management	 structure	
for	mineral	resources	and	their	role	in	the	overall	economy	is	often	
raised	as	one	cause.	Efficient	use	of	rents	from	extractive	industries	
can	help	reduce	the	incidence	of	the	mineral	resources-development	
outcome	mismatch.	

There	is,	however,	more	fundamental	challenges	in	mineral	endowed	
countries.	 For	 instance,	 Sachs	 and	Warner	 (1995)	 and	 Karl	 (1997)	
note	that	countries	with	mineral	resources	grow	less	than	or	similar	
to	non-resource	rich	countries.	Ross	(1999)	further	notes	that	oil-rich	
countries	had	rather	declining	per	capita	income.	There	are	numer-
ous	pathways	the	observed	mismatch	can	be	experienced.	First,	it	is	
observed	that	sharp	increases	in	export	rents	from	mineral	resources	
increases	the	risk	of	inflation	and	distorts	Government	activities.	In	
the	 absence	 of	 a	 governance	model	 that	 helps	manage	 the	mac-
roeconomic	 implications	 of	 rapid	 export	 expansions,	 the	 potential	
impact	on	economic	growth	can	be	consequential.	Second,	domes-
tically,	resources	are	often	mobilized	to	sectors	that	are	more	pro-
ductive	and	generate	better	returns.	The	high-value	nature	of	min-
ing	can	lead	to	labour,	capital	and	other	resources		being	channeled	
away	from	other	sectors.	Over	a	period	of	time,	this	leads	to	exces-
sive	concentration	of	economic	activities	in	the	mining	industry,	con-
centration	of	 resources	and	a	potentially	 less	diversified	economy,	
with	consequences	for	long-term	growth.	Third,	growing	exports	can	
make		the	local	currency	to	appreciate,		the	non-extractive	industries	
to	be	competitive	and	eventually	lead	to	growth.	These	impacts	are	
at	times	referred	to	as	“the	Dutch	Disease.”	Finally,	political	economy	
analysts	 suggest	 that	new	 found	or	high	 rents	 affect	 the	workings	
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of	political	 institutions,	by	diverting	 resources	 to	enhance	political	
objectives	(Moore	2007).

Managing	mineral	resources	and	enhancing	their	positive	contribu-
tion	 to	 the	macro-economy	 and	 development,	 therefore;	 requires	
better	understanding	of	effective	governance	structures	 	and	 their	
mainstreaming	in	mineral-dependent	countries.	Many	of	the	miner-
al-dependent	countries	also	have	a	poor	governance	record.	A	better	
governance	system	can	offer	States	a	competitive	advantage	 in	at-
tracting	resources,	though	there	are	some	exceptions.	For	instance,	
foreign	direct	investment	(FDI)	into	Africa	reached	a	record	$72	bil-
lion	in	2008,	from	a	meager	$5.6	billion	in	1995.	The	surge	is	largely	
driven	by	mineral	resources	and	discovery	of	new	oil	fields	as	well	as	
increases	 in	commodity	prices	 in	global	markets.	A	significant	por-
tion	of	the	FDI	flows	in	2007,	for	instance,	concentrated	in	expanding	
projects	related	to	natural	resources	extraction	(UNCTAD,	2008).	Im-
provement	in	overall	governance	was	also	a	factor	(Thomsen,	2005).	

Investment	 in	 resource-rich	 countries	 such	 as	 Angola,	 the	 Sudan,	
Nigeria,	South	Africa	and	the	Democratic	Republic	of	the	Congo	ac-
counts	for	a	large	part	of	FDI	flows	into	Africa	(Figure	3).	These	five	
countries	account	for	more	than	66	per	cent	of	FDI	inflow	to	the	re-
gion	during	1996-2009.	It	can	be	safely	said	that	mineral-dependent	
countries	continue	to	attract	a	significant	share	of	investment	in	Af-
rica.

There	is	a	link	between	a	State’s	governance	and	FDI	inflows.	Studies	
show	a	 strong	 linkage	between	governance	quality	 and	attractive-
ness	of	a	country	for	investment	and,	hence,	development	(Wheeler	
and	Mody,	 1992;	 Knack	 and	Keefer,	 1995,	 1997;	Wei,	 1997,	 2000;	
Daniele	and	Marani,	2006;	Adam	and	Filippaios,	2007;	Kostevc,	Re-
dek	and	Susjan,	2007;	Ghosh,	2007;	Naude	and	Krugell,	2007;	Mas-
ron	 and	 Abdullah,	 2010).	 Therefore,	 there	 is	 a	 strong	 linkage	 be-
tween	minerals-dependent	 countries,	 governance,	 investment	and	
their	long-term	development.	
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Figure 3. Percentage Distribution of FDI Infl ow in SSA Countries: 
1996-2009

Source: Based	on	data	from	UNCTAD	FDI,	2010.

Governance in African States: Reading the 
trends for mineral-dependent States
Governance	can	be	broadly	defi	ned	as	the	manner	in	which	insti	tu-
ti	ons	and	offi		cials	acquire	and	use	authority	to	shape	policy	and	pro-
vide	public	goods	and	services	(World	Bank,	2007).	Before	evaluati	ng	
specifi	c	governance	frameworks,	a	look	at	broader	governance	per-
formance	of	States,	parti	cularly	mineral-dependent	ones,	can	give	a	
wider	framework	within	which	the	mining	sector	can	be	scruti	nized.	

The	World	 Bank	 off	ers	 comprehensive	 governance	 indicators,	 de-
veloped	based	on	numerous	 individual	 indicators.	The	governance	
indicators	are	classifi	ed	into:	voice	and	accountability;	politi	cal	sta-
bility;	government	eff	ecti	veness;	regulatory	quality;	the	rule	of	law	
and	control	of	corrupti	on.	These	fi	ve	dimensions	of	the	overall	gov-
ernance	performance	focus	on	the	politi	cal,	public	sector,	legal	and	
insti	tuti	onal	quality.	



128 Reflections on Africa’s Development: Essays in Honour of Abdoulie Janneh

Voice and accountability

Voice	and	accountability	indicator	measures	the	degree	to	which	there	
is	public	space	for	free	speech	and	the	extent	to	which	Government	can	
be	held	accountable,	partly	through	elections.	The	indicator	is	in	percen-
tile	rank	form,	ranging	from	0	to100	per	cent,	where	a	positive	change	
indicates	improvement	in	this	governance	indicator.	Figure	4	maps	the	
change	in	voice	and	accountability	percentile	rank,	2002-2010,	for	all	Af-
rican	States.	The	panel	on	the	left	shows	an	improvement	in	the	percen-
tile	rank,	while	the	panel	on	the	right	shows	the	degree	of	deterioration	
in	voice	and	accountability.	Note	that	the	improvement	in	this	indicator	
by	such	mineral-dependent	States	as	Liberia,	Ghana,	Sierra	Leone,	the	
Democratic	Republic	of	the	Congo,	Namibia	and	Angola,	among	others,	
by	a	margin	of	32,	15,	13,	6,	3.5	and	2	percentile	points,	respectively,	is	
quite	encouraging.	Democratic	changes,	particularly	 in	Liberia,	Ghana	
and	Sierra	Leone	have	made	a	substantial	improvement	in	the	govern-
ance	performance,	based	on	voice	and	accountability,	providing	a	better	
space	for	mineral	resources	governance.	

However,	 the	deterioration	of	 the	governance	performance	 in	Ga-
bon,	the	Niger,	Chad,	the	Sudan,	Equatorial	Guinea,	Mauritania	and	
Zambia,	among	others,	by	a	margin	of	 -13,	 -12,	 -11,	 -3,	 -2,	 -2	and	
-0.1	percentile	points,	respectively,	is	a	concern,	and	demonstrates	a	
weaker	overall	governance	performance	that	can	have	negative	im-
pacts	on	the	governance	of	the	extractive	industry	itself.		

Figure 4. Change in the Voice and Accountability Percentile Ranking, 
between 2002 and 2010.

Source: Analysis	Generated	based	on	World	Bank’s	Governance	Indicators	data.
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Political stability

Political	stability	 is	one	measure	of	good	governance	and	signals	a	
prudent	 political	 management.	 Weaker	 political	 governance	 can	
bring	 increased	 risk	 for	 conflicts,	 institutional	weakening	 and	 oth-
er	 serious	 manifestations	 of	 instability.	 This	 indicator	 is	 similarly	
measured	 in	 percentile	 rank,	 ranging	 from	 0	 to100	 per	 cent.	 Fig-
ure	5	demonstrates	the	change	in	the	percentile	rank	for	all	African	
States	between	the	years	2002	and	2010.	Mineral-dependent	States	
that	demonstrated	significant	 improvement	are	Zambia,	Equatorial	
Guinea,	Angola,	Namibia,	Sierra	Leone,	Mozambique,	South	Africa,	
Botswana	and	the	Democratic	Republic	of	the	Congo,	demonstrating	
percentile	rank	gains	of	37,	28,	28,	26,	19,	10,	10,	5	and	1	percentile	
rank	points.	Enhancements	 in	stability	overall	 in	 these	mineral-de-
pendent	States	 institutes	a	 conducive	environment	 for	better	gov-
ernance	of	mineral	resources.	

There	 are,	 however,	mineral-dependent	 States	 that	 show	 signs	 of	
slide	in	their	governance	performance,	in	terms	of	political	stability.	
These	include	Mauritania	(-37	percentile	rank	points	decline),	the	Ni-
ger	(-24),	Nigeria	(-3),	the	Sudan	(-2)	and	Chad	(-0.2).	Deterioration	in	
overall	political	stability	governance	performance	is	consequential	to	
all	economic	sectors,	including	governance	of	the	extractive	industry.

Figure 5. Change in the Political Stability Percentile Ranking, 
between 2002 and 2010.

Source: Analysis	Generated	based	on	World	Bank’s	Governance	Indicators	data.
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Government effectiveness

Government	effectiveness	reflects	the	ability	of	the	public	sector	in	
providing	public	services	and	in	doing	so	effectively.	It	also	reflects	
institutional	quality.	An	effective	Government	can	establish	an	over-
all	environment	to	better	manage	the	mineral	sector.	Evaluation	of	
this	 governance	metric	 in	mineral-dependent	 States	 in	 Africa,	 be-
tween	2002	and	2010,	indicates	that	the	Niger,	Ghana,	Sierra	Leone,	
Liberia,	Angola	and	Zambia,	among	others,	demonstrated	significant	
improvement	in	their	Government	effectiveness	(see	Figure	6).	The	
improvements	in	percentage	rank	increases	were	10,	7,	6,	5,	4	and	
1,	respectively.	

Figure 6. Change in the Government Effectiveness Percentile 
Ranking, between 2002 and 2010.

Source: Analysis	Generated	based	on	World	Bank’s	Governance	Indicators	data.

A	number	of	mineral-dependent	States	demonstrated	a	significant	
decline	in	their	government	effectiveness,	between	2002	and	2010.	
These	 include	Mauritania	 (-38),	 Gabon	 (-20),	 Chad	 (-13),	 Tanzania	
(-6),	Botswana	(-5),	Nigeria	(-2)	and	Namibia	(-1).	In	these	mineral-
dependent	 States,	 improving	 the	 governance	 and	 effectiveness	 of	
the	extractive	industry	can	be	an	added	challenge.

Regulatory quality

Regulatory	quality	evaluates	the	performance	of	regulatory	regimes	
and	 their	 effective	 enforcement.	 Stable,	 enforceable	 and	 effective	
regulatory	 systems	 provide	 better	 governance.	 Figure	 7	 demon-
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strates	 the	 changes	 in	 the	 regulatory	 quality	 indicator	 for	 African	
States	between	2002	and	2010.	Focusing	gain	on	mineral-dependent	
States,	Ghana	(18),	Sierra	Leone	(14),	Liberia	(13),	Nigeria	(12),	the	
Niger	(9.9),	Zambia	(8),	Morocco	(2)	and	Equatorial	Guinea	(0.3)	have	
shown	some	progress	in	their	regulatory	quality,	by	the	magnitude	
of	 percentile	 rank	 enhancement	 shown	 in	 parentheses.	 Mineral-
dependent	States	that	saw	deterioration	in	their	regulatory	quality	
include	Mauritania	(-38),	Gabon	(-17),	Namibia	(-12),	Botswana	(-7),	
South	Africa	(-7),		the	Democratic	Republic	of	the	Congo	(-2.5)	and	
Mozambique	(-1).	While	regulatory	environments	that	are	of	good	
quality	offer	a	better	governance	environment,	 States	 that	experi-
enced	decline	 in	 this	 indicator	may	 face	added	 challenges	 in	 their	
extractive	industry	management.	

Figure 7. Change in the Regulatory Quality Percentile Ranking, 
between 2002 and 2010.

Source: Analysis	Generated	based	on	World	Bank’s	Governance	Indicators	data.

The rule of law

The	rule	of	law	is	a	fundamental	cornerstone	of	stable	societies,	one	
that	defines	basic	 functions	and	 relationships	 in	 society	within	ac-
cepted	limits.	Enforcement	of	the	law	is	a	crucial	aspect	that	also	has	
implications	to	contract	enforcement	and	legal	protection	for	invest-
ment	and	property.	The	overall	legal	environment	can	have	implica-
tions	for	the	governance	of	the	extractive	industry	as	well,	as	con-
tract	enforcement	and	property	protection	are	key	aspects	of	major	
investment	 decisions.	 Tracing	 the	 performance	 of	 African	 States	
through	the	prism	of	the	rule	of	law	shows	major	gains	in	a	number	
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of	mineral-dependent	States,	including	Liberia,	the	Niger,	Angola,	Ni-
geria,	Tunisia,	 the	Congo,	Cote	D’Ivoire	and	Ghana.	 Improvements	
in	the	percentile	rank	in	these	countries	of	16,	7,	6,	6,	6,	5,	3	and	2,	
respectively	are	observed	(see	Figure	8).	

Deterioration	in	the	rule	of	law,	between	2002	and	2010,	is	also	ob-
served	 in	 others.	 These	 include	 Eritrea	 (-32),	 Chad	 (-18),	Maurita-
nia	(-16),	Gabon	(-13),	Central	African	Republic	(-6),	the	Sudan	(-3),	
Zimbabwe	 (-3)	and	Namibia	 (-0.1),	where	numbers	 in	parentheses	
represent	drops	 in	 their	 percentile	 rank	 for	 this	 indicator	 in	 2010,	
compared	to	their	percentile	rank	in	2002.						

Figure 8. Change in the Rule of Law Percentile Ranking, between 
2002 and 2010.

Source: Analysis	Generated	based	on	World	Bank’s	Governance	Indicators	data.

Control of corruption

Corruption	can	be	a	good	indicator	of	institutional	decay.	Prevalent	
and	persistent	revealing	of	corruption	in	a	State	can	undermine	its	
institutional	quality,	Government	effectiveness,	the	rule	of	law	and	
overall	performance	of	the	State.	The	cost	of	corruption	on	econom-
ic	development	is	also	widely	documented.	Therefore,	the	ability	to	
control	corruption	is	one	indicator	of	good	governance.	Corruption	
can	also	have	a	direct	impact	on	sectoral	performance	and	govern-
ance,	such	as	in	the	extractive	industry.	Corrupt	institutions	can	af-
fect	effective	mining	rent	management	and	can	undermine	effective	
performance	in	the	sector.	Evaluation	of	the	indicator	of	the	control	
of	corruption	in	African	States,	again	between	2002	and	2010,	shows	
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(see	Figure	9)	that	significant	gains	have	been	made	in	some	mineral-
dependent	countries,	shown	by	a	percentile	rank	improvement	for	
this	indicator.	These	countries,	with	the	magnitude	of	improvement	
in	their	rankings,	include	Liberia	(31),	the	Niger	(21),	Tanzania	(18),	
Nigeria	(14),	Ghana	(13),	Zambia	(13),	Namibia	(8),	Botswana	(5)	and	
Mozambique	 (4).	 Some	 of	 these	 States	 demonstrated	 substantial	
gains	in	controlling	corruption,	which	is	quite	encouraging.

Mauritania	(-34),	Eritrea	(-21),	Tunisia	(-17),	Gabon	(-16),	Chad	(-15),	
the	Congo	(-14),	Libya	(-12),	the	Sudan	(9	per	cent)	and	Sierra	Leon	
(-4	per	cent),	among	others,	experienced	a	slide	in	their	corruption	
control	performance,	and	saw	a	growing	problem	of	corruption	per-
ception.	

Figure 9. Change in the Control of Corruption Percentile Ranking, 
between 2002 and 2010.

Source: Analysis	Generated	based	on	World	Bank’s	Governance	Indicators	data.

From broader governance to governance 
of mineral resources
Governance,	in	the	context	of	mineral	resources,	implies	sound	man-
agement	of	mineral	resource	rents	and	the	channelling	of	such	re-
sources	to	sustainable	development.	It	also	implies	the	adoption	of	
sound	principles,	and	their	monitoring,	related	to	the	mining	value	
chain,	 from	extraction	and	processing	to	trade,	and	the	associated	
environmental,	social,	gender,	health	and	other	impacts.	Therefore,	
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a	better	governance	quality	can	 imply	better	management	of	min-
eral	 resources	 to	enhance	broad-based	development	 in	a	 country.		
The	governance	structure	is	particularly	relevant	in	Africa,	where	the	
sector	remains	a	dominant	feature	of	the	macro-economy	in	many	
States,	and	where	the	sector	faces	numerous	challenges.	

In	recognition	of	the	urgent	need	to	reform	the	mining	sector	in	Af-
rica,	the	African	Union	Heads	of	State	and	Government	adopted,	in	
2009,	the	African	Mining	Vision,	an	ambitious	vision	aimed	at	repo-
sitioning	 the	sector	 to	enhance	 its	contribution	to	development	 in	
mineral-dependent	countries.	The	goal	behind	the	Vision	is	a	“trans-
parent,	equitable	and	optimal	exploitation	of	mineral	 resources	 to	
underpin	broad-based	 sustainable	growth	and	 socio-economic	de-
velopment.”	The	Vision	emphasizes	the	urgent	need	to	examine	en-
hanced	linkages	between	mining	and	the	rest	of	the	economy,	value	
addition	opportunities,	building	 institutional	capacity	 to	effectively	
use	mining-generated	funds	and	participatory	mining	sector	devel-
opment	that	also	integrates	artisanal	mining	activities.	

The	Vision	emphasizes	that	essential	governance	structures	for	the	
mining	 sector	will	need	 to	pay	attention	 to	 transparency,	effective	
legal	and	 regulatory	 frameworks,	 fair	and	equitable	fiscal	 regimes,	
public	 participation,	 and	harnessing	mineral	 resources	with	 a	 goal	
of	 broader	 economic	diversification,	 building	 effective	 institutions,	
all	of	which	are	believed	 to	 lead	 to	a	 resilient	and	diversified	eco-
nomic	future	beyond	reliance	on	extractive	industries.	In	adopting	a	
governance	model	 that	meets	these	objectives,	numerous	govern-
ance	models	are	proposed	and	implemented	to	manage	the	mining	
sector.	Alternative	governance	models	internationally	promoted	and	
the	potential	of	an	African	governance	model	are	discussed	next.

International governance models for 
sustainable development in the mining 
sector 
Issues	related	to	mineral	resources	development,	fund	management,	
transparency,	 environmental	 and	 social	 conditions	 in	mining	 com-
munities	and	more	have	often	initiated	policy	interest	on	how	best	
to	manage	these	issues.	Observation	of	mineral-related	conflicts	and	
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instability,	lack	of	accountability	and	transparency	related	to	mineral	
rents,	ineffective	use	of	rents	for	development,	environmental	degra-
dation,	participation	and	ownership	of	artisan	operators	and	related	
concerns	have	attracted	interest	in	governance	models	that	can	help	
States	deal	with	these	insidious	problems.	Some	of	the	international	
initiatives	and	models	are	explored	in	the	following	paragraphs.

The Extractive Industries Transparency Initiative 
(EITI)

	Launched	in	2002,	the	EITI	seeks	to	strengthen	transparency	and	ac-
countability	 in	extractive	 industries	 through	 improved	governance.	
The	EITI	 is	a	coalition	of	Governments,	 international	organizations,	
industry	representatives,	 investors	and	civil	society.	To	improve	ac-
countability	 and	 transparency,	 a	 monitoring	 system	 is	 developed,	
with	a	validation	process.	Participation	in	the	EITI	monitoring	system	
is	on	a	voluntary	basis	and	compliance	is	monitored	by	Publish	What	
You	Pay	(PWYP)	global	civil	society	coalition.	The	EITI	has	contribu-
tions	in	Liberia,	Ghana,	Nigeria,	Cameroon	and	Gabon,	among	oth-
ers.	In	Liberia,	it	is	seen	as	an	attempt	to	demonstrate	more	account-
ability.	In	Nigeria,	EITI	is	perceived	as	inducing	civic	interrogation	of	
public	servants.	In	Cameroon,	it	played	a	role	in	capacity	building	in	
management	and	monitoring.	In	Gabon,	it	 is	believed	to	have	con-
tributed	to	civic	engagement	in	addressing	challenges	of	natural	re-
source	development.	 In	Ghana,	EITI	bridged	engagement	between	
local	communities	and	mining	companies.	

One	critique	of	the	EITI	has	been	the	lack	of	a	clear	demonstration	
that	countries	that	voluntarily	participate	in	its	monitoring	are	better	
off	in	terms	of	corruption	perception	than	those	which	did	not	par-
ticipate.	For	example,	Olcer	(2009)	finds	that	countries	that	volun-
teered	to	participate	in	EITI	review	show	no	significant	difference	in	
the	perception	of	corruption.	Comparison	of	the	data	on	Corruption	
Perception	 Index	 (CPI)	of	 the	Transparency	 International	 for	 select	
EITI	countries	demonstrates	this	point	further.	Figure	10	shows	such	
correlation	for	Cameroon,	Ghana,	Madagascar,	Tanzania	and	Zambia.	
Clearly,	there	is	no	systematic	reduction	in	corruption	perception	for	
these	EITI	countries.	
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The Kimberley Process of Certifi cation Scheme 
(KPCS)

Similar	to	the	EITI	process,	the	KPCS	is	a	 joint	 initi	ati	ve	of	multi	ple	
partners,	including	Government,	industry	and	civil	society	that	arose	
from	concerns	about	what	are	called	“confl	ict	or	blood	diamonds.”	
Access	to	diamond	mines	has	fueled	confl	icts	and	has	also	been	used	
to	advance	existi	ng	politi	cal	strife	in	such	countries	as	the	Democrat-
ic	Republic	of	the	Congo,	Sierra	Leone	and	Angola.	The	KPCS	aims	to	
restrict	market	access	to	“confl	ict	diamond”	by	pushing	for	require-
ments	on	member	States	to	certi	fy	shipments	of	diamonds	as	“con-
fl	ict	free.”	By	2011,	KPCS	has	representati	on	in	75	countries.	

Figure 10: Evolution of Corruption Perception Index for selected 
African EITI countries.

Source: Based	on	Data	from	Transparency	Internati	onal	(2002,	2006	and	2011).

The	KPCS	has	brought	some	tangible	changes	in	the	management	of	
resources	in	confl	ict	zones.	The	United	Nati	ons	General	Assembly,	in	
its	64th	session,	notes	that	the	KPCS	has	helped	in	reducing	the	role	
of	diamonds	 in	 fueling	 further	 confl	ict	 and	violence	and	asked	 for	
implementati	on	of	trade-related	resoluti	ons	on	diamonds.	

There	is,	however,	concern	that	there	are	sti	ll	illicit	practi	ces	in	con-
fl	ict	areas	that	undermine	the	KPCS	goal.	For	example,	Global	Wit-
ness	 (2006)	menti	ons	 that	 diamonds	 from	 Liberia	were	 sti	ll	 being	
smuggled	 into	neighbouring	States;	similar	problems	 in	the	Demo-
crati	c	Republic	of	the	Congo	were	observed.	
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The Dodd Frank Act

In	 the	 post-2008	 recession,	 Senators	 Dodd	 and	 Frank	 sought	 a	 fi-
nancial	regulatory	reform	bill	to	deal	with	regulatory	loopholes	that	
contributed	 to	 the	 recession.	 The	 Dodd-Frank	Wall	 Street	 Reform	
and	 Consumer	 Protection	Act,	 beyond	 the	 financial	 sector	 regula-
tion,	 requires	 that	 extractive	 industries	 (minerals,	 oil	 and	 gas)	 op-
erating	in	developing	countries	need	to	register	with	the	Securities	
and	Exchange	Commission	and	publicly	report	(through	the	means	
of	a	devoted	website)	the	payments	they	make	to	host	countries,	by	
different	category	of	payments.	The	measure	is	aimed	at	improving	
transparency	in	host	countries	that	may	otherwise	not	disclose	rents	
they	received	from	companies	in	the	extractive	industry.	The	Act	is	
often	viewed	as	a	positive	step	in	holding	mineral-dependent	States	
accountable.	

OECD Due Diligence Guidance

The	guidance,	formally	known	as	the	OECD	Due	Diligence	Guidance	
for	Responsible	Supply	Chain	Management	of	Minerals	for	Conflict	
Affected	and	High	Risk	Areas,	aims	to	provide	actionable	guidelines	
to	companies	in	OECD	countries	that	are	operating	in	conflict	areas.	
The	 guideline	 focuses	on	ensuring	 the	protection	of	 human	 rights	
and	avoidance	of	contribution	to	conflict	through	mineral	sourcing	
practices.	The	guideline	also	focuses	on	enhancing	transparency	in	
the	entire	supply	chain	that	is	believed	to	lead	to	reduction	in	nega-
tive	contribution	of	mining	activities	in	host	countries.	

The Certified Trading Chains Scheme (CTCS)

The	CTCS	is	an	effort	led	by	the	Federal	Institute	for	Geosciences	and	
Natural	 Resources,	 from	Germany.	 The	 initiative	 aims	 to	 establish	
the	origin	and	traceability	of	materials.	The	initiative	also	attempts	
to	certify	the	underlying	conditions	 in	the	mining	and	trading	pro-
cess,	making	sure	they	meet	standards	of	safety,	environmental	pro-
tection,	health	and	others.	Certification	standards	are	developed	to	
allow	for	monitoring.	The	initiative	aligns	with	the	Regional	Initiative	
Against	the	Illegal	Exploitation	of	Natural	Resources	and	the	Interna-
tional	Conference	on	the	Great	Lakes	Region.	
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The Extractive Industries Value Chain (EIVC)

The	EIVC	is	a	World	Bank	 initiative	launched	in	2008	with	the	goal	
of	 addressing,	 through	 policy	 and	 implementation,	 upstream	 and	
downstream	issues	related	to	the	miner	resources	value	chain.	The	
initiative	attempts	to	deal	with	the	mining	sector	issues	comprehen-
sively,	by	examining	 the	entire	value	chain.	Some	of	 the	 identified	
issues	in	the	upstream	and	downstream	linkages	in	the	value	chain	
are	contract	awards,	licensing,	operational	monitoring,	rent	manage-
ment,	taxation	and	environmental	and	social	issues	related	to	extrac-
tive	industries	along	the	value	chain.

The Equator Principles (EP)

The	EP,	initiated	in	2003,	is	developed	by	banks	in	the	private	sector,	
with	reference	to	the	environmental	standards	of	the	World	Bank,	
and	social	policy	aspects	of	 the	 International	Finance	Corporation.	
The	 EP	 advances	 voluntary	 standards	 to	 be	 used	 in	 assessing	 and	
handling	 social	 and	 environmental	 risks.	 The	 standards	 are	widely	
adopted	by	financial	institutions.	What	are	called	Equator	Principles	
Financial	Institutions	limit	loan	disbursement	to	entities	that	will	not	
comply	with	the	EP.		The	initiative	aims	to	use	the	financing	mech-
anism	in	ways	adhering	to	social,	environmental,	 labour	and	other	
standards.	

The Global Reporting Initiative (GRI)

The	 GRI	 provides	 a	 framework	 for	 sustainability	 reporting,	 with	 a	
goal	 of	 managing	 disclosure	 on	 environmental	 and	 social	 perfor-
mance.	The	Reporting	Framework	is	developed	based	on	consulta-
tion	with	various	stakeholders,	including	businesses,	civil	society,	in-
stitutions,	academia	and	others.	Performance	Indicators	help	assess	
social,	environmental	and	other	aspects	of	operations	and	are	often	
reported	through	the	Sustainability	Reporting	Guidelines.	The	Global	
Reporting	Initiative	on	Mining	and	Metals	Sectors	Supplement	to	GRI	
brings	these	principles	to	the	mining	sector	and	provides	a	platform	
for	performance	evaluation	and	reporting.
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ICMM Sustainable Development Framework (SDF)

The	 International	 Council	 on	Mining	 and	Minerals	 (ICMM),	 estab-
lished	in	2001,	aims	to	improve	performance	in	the	mining	industry.	
It	convenes	mining	and	metals	companies	and	mining	and	commod-
ity	 associations.	 It	 sprung	 from	 the	Mining,	Minerals	 and	 Sustain-
able	Development	initiative.	The	SDF	aims	to	improve	on	mining	and	
sustainable	 development.	 Member	 companies	 enter	 commitment	
to	improve	on	their	sustainability	record,	which	is	then	made	public	
through	yearly	reports.	The	Framework	emphasizes	the	importance	
of	public	reporting,	independent	assurance	and	experience	sharing.	
In	its	application,	there	are	cases	where	sustainability	improvements	
are	made.

From	many	of	these	and	similar,	initiatives,	a	number	of	crucial	gov-
ernance	 constituent	 factors	 can	be	 identified:	 transparency;	 effec-
tive	legal	and	regulatory	environment;	effective	and	equitable	use	of	
funds;	ensuring	a	participatory	system;	involvement	of	civil	society	
and	broader	public	participation;	multi-stakeholder	engagement	and	
strengthening	institutions.	

The African peer review mechanism 
(APRM): An African governance model
The	New	Partnership	for	Africa’s	Development	(NEPAD),	which	was	
launched	in	2001,	is	now	an	integral	part	of	the	African	Union	(AU).	
Its	technical	arm,	NEPAD	Planning	and	Coordination	Agency	(NPCA),	
identified	action	plan	with	four	priority	intervention	areas:	support-
ing	 democracy;	 supporting	 good	 governance;	 protecting	 human	
rights;	 and	 advancing	 economic	 and	 corporate	 governance.	 These	
objectives	are	aimed	 to	be	 implemented	 through	 the	African	Peer	
Review	Mechanism	(APRM).	The	APRM	is	a	self-assessment	mecha-
nism	based	on	the	“Declaration	on	Democracy,	Political,	Economic	
and	Corporate	Governance”	framework.	

The	assessment	framework	aims	to	reach	targeted	standards	which	
are	evaluated	by	peers.	Four	components	of	governance	are	aimed	
to	be	strengthened	through	proper	peer	evaluation:	 transparency;	
policy	dialogue;	capacity	building	and	compliance.	The	peer	review	
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mechanism	is	believed	to	provide	mutual	accountability	for	partici-
pating	States.	

The	APRM	is	structured	continentally	and	at	the	country	level.	It	is	
constituted,	at	the	continental	 level,	by	APR	(Committee	of	Partici-
pating	Heads	of	State	and	Government,	 the	panel	of	Eminent	Per-
sons	and	the	Secretariat).	At	the	country	level,	a	national	coordina-
tion	and	national	focal	point	are	established	to	facilitate	coordination	
with	 continental=level	 parties.	 A	 participating	 State	 is	 reviewed	 in	
five	 steps:	 preparation	 of	 country	 self-assessment	 report;	 country	
mission	by	APRM	panel;	compilation	of	country	review	report;	sub-
mission	to	the	APR	for	Heads	of	State	Peer	Review;	and	finally	report	
will	be	made	available	to	the	public,	ensuring	transparency.	

In	principle,	 the	APRM,	as	an	African	owned	governance	model,	 is	
appealing,	and	has	contributed	to	improving	on	key	governance-re-
lated	issues,	including	political	openness,	corruption,	land	resources	
management	and	others.	These	are	often	addressed	through	Nation-
al	Programmes	of	Action	(NPoAs).	However,	there	were	challenges	
related	to	political	willingness	 in	evaluated	countries,	commitment	
to	APRM	review,	difficulty	to	conduct	repeated	evaluations	to	moni-
tor	progress	and	difficulty	to	sustain	interest	due	to	the	voluntary	na-
ture	of	participation	in	APRM	review.	Despite	these,	it	offers	a	tested	
model	for	improving	on	governance	in	Africa.

Use of the APRM model for governance 
of mineral resources in Africa
While	APRM	provides	a	governance	model	across	the	four	focus	ar-
eas	mentioned,	the	model	can	be	applied	in	other	areas	where	gov-
ernance	is	an	issue.	In	the	extractive	industry,	the	complexity	of	min-
ing	 and	 processing,	 participating	 beneficiaries,	 fund	management,	
environmental	 and	 social	 issues	and	 related	 challenges	 clearly	 call	
for	a	governance	 intervention.	The	APRM	model	 can	 lend	govern-
ance	models	for	at	least	three	aspects	of	the	governance	in	the	ex-
tractive	industry:	an	equitable	fiscal	system;	accountability	and	par-
ticipatory	institution;	and	public	engagement.		
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APRM and equitable fiscal systems

APRM	considers	institutional	quality	related	to	taxation	to	strength-
en	accountability.	One	evaluation	aspect	of	the	APRM	is	how	States	
tax	to	raise	revenue	and	how	revenues	are	mobilized	and	used.	Lack	
of	transparency,	corruption,	ineffective	public	resource	mobilization	
and	administrative	inefficiency	are	some	of	the	common	governance	
challenges	related	to	public	finance.	At	the	center	of	these	challeng-
es	is	the	existence,	or	lack	of	it,	of	an	accountability	and	transparency	
structure.	

The	APRM	mechanism	can	provide	a	dialogue	platform	among	stake-
holders	on	resource	mobilization,	potentially	resulting	in	beneficial	
social	contracts.	The	same	can	be	applicable	 in	the	case	of	the	ex-
tractive	 industry.	 A	 stakeholder	 dialogue,	 within	 an	 accountabil-
ity	and	transparency	framework,	can	lead	to	better	prioritization	of	
rents	from	the	extractive	industry	and	determine	a	socially	desirable	
allocation	 framework.	How	rents	are	 raised,	and	how	they	are	ex-
pended,	involves	significant	governance	challenges,	and	a	dialogue	
platform	that	ensures	transparency	can	be	an	interesting	model	for	
Africa’s	extractive	industry	governance.

Accountable and participatory institutions 

APRM,	 as	 an	 African	 governance	 model,	 offers	 ways	 of	 account-
ability	that	are	largely	consistent	with	the	notion	of	peer	influence.	
Accountability,	 in	a	voluntary	participation	system,	elicited	by	peer	
pressure	for	greater	accountability	and	institutional	reform	can	be	a	
workable	model.	A	participatory	institution,	one	which	engages	citi-
zens,	enhances	opportunities	for	ownership.	The	APRM	adoption	of	
Nigeria	for	a	State	Peer	Review	Mechanism	at	the	sub-national	level	
is	one	encouraging	initiative	that	uses	the	governance	model	for	na-
tional	 sub-national	governance	challenges.	 In	 the	extractive	 indus-
try,	Algeria	demonstrates	the	ownership	model	in	practice,	by	setting	
up	a	Committee	for	the	allocation	of	funds	from	the	oil	Stabilization	
Fund.	This	participatory	approach	enhances	community	buy-ins,	en-
hancing	ownership,	and	designs	a	fund	allocation	model	that	is	more	
in-line	with	community	needs.	

Accountability	and	community	participation	are	two	aspects	of	ex-
tractive	industry	governance	that	can	be	best	served	by	the	APRM	
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mechanism	which	emphasizes	ownership	of	policy	and	 institutions	
through	 participation,	 and	 accountability	 through	 a	 peer	 review	
mechanism.	Both	of	these	are	crucially	needed	in	poorly	managed	
and	governed	mineral	industries	in	Africa.	Existing	case	studies	in	se-
lect	countries	can	be	an	operational	model	to	institute	reforms	that	
enhance	these	two	aspects	of	governance,	particularly	in	the	extrac-
tive	industry.

Public participation

Inclusiveness,	which	enables	the	public	to	participate	in	its	affairs,	is	
another	aspect	of	good	governance.	Ideally,	participation	can	be	en-
hanced	through	engaging	relevant	stakeholders	in	decision-making,	
in	public	policy	and	 in	programme	 implementation.	The	degree	 to	
which	citizens	participate	in	their	economic,	social,	political	and	in-
stitutional	decision-making	is	a	mark	of	the	quality	of	participatory	
governance.	This	is	a	particularly	useful	framework	in	the	extractive	
industry	where	stakeholders	are	affected	in	one	way	or	another.	For	
example,	a	mining	enterprise	in	a	locale	can	have	impacts	on	income	
distribution,	gender,	health,	 the	environment,	 linked	economic	ac-
tivities	and	existing	small-scale	mining	operators.	 Lack	of	a	proper	
participatory	framework	can	risk	insight	divisions	and	some	form	of	
conflict.	 APRM	advocates	 for	 a	 participatory	 governance	 structure	
where	 citizens	 and	 civic	 societies	 are	 empowered	 and	 are	 given	
space	to	seek	engagement.	Such	a	model	allows	all	parties	to	engage	
in	exchange	and	to	lead	the	outcome	to	beneficial	spaces	for	most	
participants.	 The	 incidence	of	 conflicts	 in	natural	 resource	 rich	ar-
eas	is	an	indication	of	the	breakdown	of	participatory	development,	
but	can	often	be	reduced	through	a	genuinely	engaging	process,	one	
that	represents	the	interest	of	many	in	the	industry.	

Therefore,	equitable	fiscal	systems,	accountability,	participatory	 in-
stitutions	and	public	engagement	are	key	features	of	the	APRM	mod-
el	that	can	widely	be	used	in	enhancing	governance	in	the	extractive	
industry	of	Africa.	
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Beyond governance: Challenges and 
opportunities for repositioning the 
extractive industry in Africa 
Governance	is	one	key	aspect	of	the	development	of	the	extractive	
industry	in	Africa.	It	offers	the	potential	to	organize	and	institution-
alize	good	governance	practices	to	enhance	the	contribution	of	the	
extractive	industry	to	national	development.	There	are,	however,	a	
host	of	other	issues	which,	though	can	be	subject	to	governance	and	
management,	 are	 nonetheless	worth	 identifying	 separately.	 These	
include	economic,	environmental,	knowledge-base	and	social	issues	
that	are	closely	linked	to	sustainable	development	of	the	mining	en-
terprise.	The	following	are	challenges	and	opportunities	 in	each	of	
these	categorical	areas.

Economic issues in the extractive industry

The	issue	of	effective	management	of	rents	from	mineral	resources	
is	 discussed	 earlier	 in	 the	 context	 of	 governance.	 Indeed,	 govern-
ance	models	promote	transparency,	participatory	decision-making,	
accountability,	 distributional	 equity	 and	 other	 instruments	 to	 op-
erationalize	good	governance.	Beyond	the	rent	management	issue,	
there	are	numerous	economic	issues	that	will	have	a	bearing	in	the	
long-term	positioning	of	 the	extractive	 industry,	which	determines	
its	contribution	to	development.	

One	such	 issue	 is	enhancing	backward	and	forward	 linkages	 in	the	
minerals	sector	and	the	rest	of	the	economy.	This	remains	a	signifi-
cant	 challenge.	 Independently	 operating	 mining	 enterprises,	 that	
use	limited	services	and	goods	from	the	local	economy,	heavily	rely	
on	imported	labour	and	are	poorly	integrated	with	other	sectors	in	
the	economy	have	less	value	to	offer	to	society	than	what	would	be	
possible	under	a	well-integrated	operation.	Strengthening	backward	
and	forward	(or	upstream	and	downstream)	sectors	with	the	extrac-
tive	industry	is	quite	crucial,	and	is	one	which	determines	the	overall	
value	proposition	to	society.	

This	is,	however,	largely	an	issue	of	economic	strategy.	Discovery	of	
the	policies	that	lead	to	enhanced	linkages	and	reinforcing	it	through	
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incentive	and	regulatory	approaches	will	require	effective	industrial	
cluster	 formation	strategies.	These	strategies	are	widely	applied	 in	
strengthening	existing	industries,	or	in	birthing	new	ones.	They	have	
greater	application	 in	 the	mining	 sector	as	well,	with	broad-based	
development	goal	in	mind.	While	the	poor	inter-sectoral	connectiv-
ity	 is	a	challenge,	the	policy	opportunity	to	strengthen	linkages	re-
mains	a	great	opportunity	to	enhance	resource-driven	development.	
Future	governance	models	will	need	to	pay	close	attention	to	how	
economic	strategies	can	be	streamlined	into	governance	frameworks	
for	achieving	robust	results.	

Another	economic	issue	is	the	establishment	of	a	participatory	sys-
tem	whereby	artisan	miners	can	benefit	from	the	integrative	devel-
opment	of	large-scale	mining	operations.	The	governance	model	for	
enhancing	scale-sensitive	participatory	model	 is	mentioned	earlier,	
but	there	is	also	need	for	economic	strategies	to	properly	integrate	
artisan	 miners	 into	 the	 formal	 extractive	 industry,	 and	 providing	
them	 the	 benefit	 of	 access	 to	 input	 and	 output	markets.	 This	 ap-
proach	can	enhance	broadly	shared	benefits	from	the	overall	growth	
of	the	inclusive	industry.

The	overlay	of	sectoral	and	broader	economic	policy	with	effective	
underlying	governance	models	is	one	area	that	will	need	to	be	close-
ly	 examined.	 The	 mainstreaming	 of	 sound	 economic	 policies	 and	
strategies	within	a	cohesive	governance	 framework	 for	 the	extrac-
tive	industry	will	be	a	necessity	as	one	aims	to	reposition	the	sector	
for	robust	contribution	to	national	development.

Environmental issues in the extractive industry

Some	 governance	 models	 have	 already	 examined	 environmental	
code	of	conduct	 in	 the	extractive	 industry,	bringing	environmental	
value	into	resource	management.	There	are,	however,	a	number	of	
issues	 that	need	 close	 assessment.	One	 is	 the	 integration	of	 envi-
ronmental	costs	into	contract	negotiations	to	capture	such	costs	in	
advance	and	to	plan	remedial	actions	or	to	determine	the	viability	of	
the	project	within	a	sustainability	framework.	Economic	models	can	
help	establish	environmental	values	to	society,	which	can	be	prop-
erly	priced	and	integrated	in	project	valuation.	Effective	governance	
models	will	need	to	recognize	this	challenge	and	offer	a	model	that		
allows	effective	 consideration	of	 environmental	 costs	 to	 society	 in	
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extractive	activities.	Here	too	lies	a	beneficial	overlay	between	eco-
nomic	 and	 governance	models	 to	deliver	 a	 potentially	 sustainable	
result.	

Another	issue	in	mineral-dependent	States	is	that	of	developing	an	
economy	 that	will,	 in	 the	 long	 term,	be	decoupled	 from	excessive	
reliance	on	the	minerals	sector.	A	balanced	transition	from	excessive	
short-term	reliance	on	extractive	industry	rents	to	one	that	gradually	
transforms	the	economy	into	diversified	activities	requires	advanced	
economic	policy	and	management.	The	existence	of	such	challenges	
as	 the	 “Dutch	Disease”	discussed	earlier	 can	 complicate	 this	 goal.	
However,	 development	 of	 a	 potential	 governance	model	 that	 can	
help	manage	this	particular	challenge	will	be	a	value	added.	An	eval-
uation	 and	monitoring	 system	 about	 diversification	 and	 transition	
will	have	quite	an	impact	and	be	practically	useful.

The knowledge-base issue in the extractive industry

The	 knowledge-base	 issue	 concerns	 how	 acquired	 technical	 and	
managerial	know-how	can	be	retained	in	the	sector	to	strengthen	lo-
cal	capacity;	and	how	know-how,	such	as	managerial	skills	and	inno-
vation,	can	be	dispersed	from	the	mining	sector	to	other	productive	
sectors	of	the	economy.	In	this	regard,	knowledge-management	is	a	
crucial	component	of	the	competitiveness	of	the	extractive	industry	
locally,	but	also	in	enhancing	the	knowledge	spill-over	to	the	rest	of	
the	economy.	

Best	practices	in	knowledge	management	will	therefore	need	to	be	
part	of	 good	governance	practices,	with	economic	benefits	widely	
dispersed	 in	 the	economic	system.	For	example,	 skilled	workers	 in	
the	mining	sector	can	be	employed	in	the	construction	or	manufac-
turing	 industry,	 managerial	 skills	 acquired	 can	 be	 broadly	 applied	
and	 innovation	and	 investment	management	experiences	can	help	
birth	new	firms,	creating	income	and	employment	benefits	for	many.	
There	are	significant	challenges	on	how	best	to	manage	talent	in	the	
industry,	but	good	practice	cases	can	lead	the	way	in	paying	atten-
tion	to	the	issue	and	mainstreaming	it	appropriately.	
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Social issues in the extractive industry

In	mining	communities,	there	are	potential	social	impacts.	Some	re-
late	to	the	perception	that	communities	are	not	sufficiently	benefit-
ing	 from	 resources	 that	 seem	 to	 be	 nationally	 shared,	 thus	 giving	
room	 for	 resource-related	 conflicts.	Governance	models	 recognize	
this	 fact	and	advocate	 for	a	participatory	regime,	both	 in	 terms	of	
engaging	the	local	community	 in	the	decision-making,	and	in	 insti-
tutionalizing	equitable	rent	allocation.	However,	the	social	issues	go	
beyond	conflict	sometimes	to	gender	imbalance	in	economic	partici-
pation,	which	mining	enterprises	can	help	address,	within	the	limits	
of	their	commercial	interests,	by	absorbing	women	into	the	mining	
value	chain.	This	has	the	potential	of	empowering	women	and	pro-
viding	them	with	income	that	can	further	their	economic	interests.	

The	social	challenge	can	also	be	public	health.	Mining	often	attracts	
migrant	 labourers,	who	work	 the	pits	 for	months	and	can	venture	
into	local	communities	to	participate	in	the	sex	trade	and	other	risky	
activities.	For	example,	higher	than	normal	HIV/AIDS	cases	are	ob-
served	 in	communities	with	 large	concentration	of	migrant	 labour,	
which	is	typical	in	mining.	

There	is	need	to	coordinate	across	institutions	and	stakeholders	to	
address	key	social	issues	that	are	expected	to	arise	as	a	result	of	ex-
tractive	industry	activities.	The	interest	of	a	commercial	mining	en-
terprise	may	not	necessarily	be	advancement	of	 social	 goals,	over	
commercial	 interests.	 However,	 disregarding	 these	 costs	may	 also	
hinder	the	long-term	operability	of	mining	sites	that	may	come	un-
der	greater	social	scrutiny	and	opposition,	putting	pressure	on	local	
officials	to	act.	A	governance	framework	than	can	help	incorporate	
social	costs	in	good	mining	practices	will	be	a	step	in	the	right	direc-
tion.	There	may	be	ways	in	which	social	goals	can	be	pursued	with-
out	due	cost	and	burden	solely	on	the	extractive	industry.	Exploring	
these	models	can	help	shape	further	socially-conscious	mineral	sec-
tor	development.	
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Towards a vision for transforming the 
minerals sector in Africa
As	discussed	in	this	chapter,	addressing	the	governance	challenges	
of	the	extractive	industry	in	Africa	is	a	major	challenge.	The	APRM	is	
discussed	as	an	Africa-owned	initiative	that	advocates	for	good	gov-
ernance	in	a	number	of	areas	and	can	readily	be	mainstreamed	to	
strengthen	and	monitor	governance	of	the	extractive	industry.	It	 is	
further	discussed	 that	 there	 are	other	 cross-cutting	economic,	 so-
cial,	environmental	and	other	issues	that	are	best	addressed	through	
economic,	social,	environmental	and	related	policies	and	strategies.	
Development	of	governance	models	that	also	incorporate	good	poli-
cies	is	raised	as	a	potential	area	of	further	development.	The	African	
Mining	Vision	(AMV)	is	uniquely	positioned	to	incorporate	these	is-
sues,	with	the	greater	transformation	of	the	sector	in	mind.	

The	Vision,	adopted	by	the	African	Union	Heads	of	State	and	Govern-
ment	in	February	2009,	offers	a	credible	blueprint	for	spring-board-
ing	 the	 continent	 to	 sustainable,	 resource-based	 and	 broad-based	
development.	The	Vision,	among	other	targets,	aspires	for	a	prudent	
use	of	mineral	rents	for	building	the	capital	stock	necessary	to	usher	
economic	diversity	and	transformation	into	all	parts	of	the	continent.	
It	also	recognizes	the	need	to	enhance	value	chains,	strengthen	link-
ages,	build	knowledge	and	institutional	capacity,	adapt	an	appropri-
ate	governance	structure	and	enhance	the	contribution	of	the	sector	
to	Africa’s	transformation	needs.	

An	Action	Plan	to	implement	the	AMV	has	further	been	developed	
and	adopted.	In	fact,	the	second	African	Union	Conference	of	Minis-
ters	Responsible	for	Mineral	Resources	Development	adopted	a	de-
cision	to	establish	the	African	Mineral	Development	Center,	to	serve	
as	a	one-stop	shop	to	anchor	the	implementation	of	the	AMV	and	
the	Action	Plan.	The	Center	can	generate	knowledge,	help	in	institu-
tion	 building,	 support	 policy	 formulation	 and	 implementation	 and	
implement	action	plans	that	support	the	broader	aspirations	of	the	
AMV.

Such	a	Vision	 is	timely	and	necessary.	Domestically,	the	challenges	
that	plague	the	extractive	industry	and	its	effectiveness	in	Africa	will	
need	 to	be	dealt	with	appropriately.	A	Vision	and	Action	Plan	 can	
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help	streamline	good	policies	and	governance	models	that	can	help	
States	transition	from	the	old	model	to	an	effective	and	transforma-
tive	 new	model.	 Internationally,	 the	 rapid	 increase	 in	 commodity	
prices	and	the	attractiveness	of	Africa	for	FDI	have	attracted	massive	
investments	into	the	extractive	industries	in	the	continent,	opening	
a	new	opportunity.	The	degree	to	which	these	opportunities	can	be	
leveraged	to	transform	Africa	depends	on	a	clear	vision	and	a	gov-
ernance	regime	that	are	in	tune	with	the	current	opportunities	and	
challenges.	The	AMV	and	its	Action	Plan	represent	such	an	opportu-
nity	to	reposition	the	extractive	industry	to	a	high-value	sector,	with	
contribution	in	driving	development.					

At	the	beginning	of	this	chapter,	 it	 is	established	that	 	over	66	per	
cent	of	FDI	flows	to	Africa	go	to	few	countries	that	are	rich	in	min-
eral	resources.	It	is	also	demonstrated	that	countries	that	attract	FDI	
are	better	positioned	to	enhance	their	growth.	However,	much	de-
pends	on	 the	existing	nature	of	 the	 sector,	 the	governance	model	
employed,	the	economic,	social	and	environmental	policies	in	place	
and	on	the	overall	ability	to	leverage	these	opportunities	to	econom-
ic	diversification.	It	is	this	emerging	interest	in	Africa	that	the	AMV	
aims	to	leverage	into	better	outcomes	for	the	continent	in	terms	of	
sustainable	development	and	poverty	reduction.

Conclusion
African	States	are	immensely	endowed	with	high-value	mineral	re-
sources,	the	concentration	of	which	makes	the	continent	a	dominant	
player	 in	 the	 extractive	 industry.	 In	 2008,	 	 Africa’s	 share	 of	 global	
output	of	platinum,	diamond,	chromite,	gold	and	uranium	stood	at	
about	77	per	cent,	55	per	cent,	37	per	cent,	22	per	cent	and	19	per	
cent,	 respectively;	while	 accounting	 for	 20	per	 cent	 of	 global	 ura-
nium	output	and	over	two-thirds	of	bauxite	output.	Africa	is	a	domi-
nant	player	in	the	global	commodity	market.	

In	recent	years,	Africa	has	seen	a	surge	in	FDI,	particularly	going	to	
few	mineral-	and	oil-dependent	States,	fueling	growth.	This	is	partly	
due	to	the	global	commodity	price	hike	and		the	competitiveness	of	
Africa	in	attracting	extractive	industries.	Despite	these	gains,	numer-
ous	challenges	exist	in	the	extractive	industry,	requiring	reform	and	
a	better	governance	regime.	A	review	of	the	overall	governance	en-
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vironment	in	African	States,	through	the	World	Bank’s	voice	and	ac-
countability,	political	stability,	Government	effectiveness,	regulatory	
quality,	the	rule	of	law	and	control	of	corruption	demonstrated	that	
while	substantial	gains	have	been	made	in	many	mineral-dependent	
States,	still	a	large	number	of	them	show	signs	of	governance	chal-
lenges	 in	at	 least	one	of	 the	categories	mentioned,	often	times	 in	
multiple	 indicator	 categories.	 Governance	 remains	 a	 serious	 chal-
lenge	in	the	continent.

The	 extractive	 industry	 has	 its	 unique	 characteristics.	 As	 a	 result,	
there	are	a	dozen	or	so	governance	frameworks	and	models	devel-
oped	 to	 help	 improve	 transparency,	 accountability,	 control	 of	 cor-
ruption,	 prudent	 management	 of	 rents,	 and	 other	 dimensions	 of	
governance.	Application	of	these	models	has	mixed	results	 in	Afri-
ca.	While	some	demonstrated	 improvement	 in	governance,	others	
faced	challenges	of	acceptability	and	integration.	

The	 APRM	 is	 a	 uniquely	 African	 governance	 model.	 Developed	
through	NEPAD,	 it	 offers	 a	 guideline	 for	evaluating	States	on	 their	
governance	record.	It	is	argued	in	this	chapter	that	it	also	has	great	
potential	in	enhancing	governance	in	the	extractive	industry.	Three	
aspects	of	the	APRM	guideline	are	identified	to	be	particularly	useful	
for	governing	 the	 industry:	equitable	fiscal	 systems;	accountability	
and	 participatory	 institutions;	 and	 public	 participation.	 The	 APRM	
can	be	an	effective,	and	African-owned,	governance	model	that	can	
strengthen	governance	in	the	mining	sector.				

Beyond	governance,	 the	extractive	 industry	 faces	economic,	 social	
and	environmental	challenges.	There	are	specific	economic,	environ-
mental	and	social	strategies	that	aim	to	deal	with	these	challenges	
in	the	sector.	For	example,	economic	issues	includes	ability	to	pro-
vide	better	linkages	between	mining	and	other	productive	sectors	of	
the	economy,	or	how	to	create	a	better	industrial	cluster	for	mining.	
Strategies	to	deal	with	these	issues	will	need	to	be	better	incorporat-
ed	into	new	forms	of	governance	models	that	address	current	chal-
lenges	and	accommodate	emerging	challenges	and	opportunities.

The	African	Mining	Vision	is	adopted	as	a	visionary	approach	to	posi-
tion	the	mining	sector	for	enhanced	contribution	to	economic	devel-
opment.	It	incorporates	the	governance	requirements	and	lays	down	
a	plan	on	how	economic,	social,	environmental	and	other	aspects	of	
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the	sector	can	be	addressed	and	the	sector	be	better	positioned.	It	is	a	
credible	blueprint	for	a	resource-driven	development	in	the	continent.	
As	Africa	sees	a	surge	of	interest	for	its	valuable	resources,	having	an	
African	framework,	vision	and	strategy	will	put	it	positioned	to	lever-
age	opportunities	for	its	economic	transformation	and	development.	
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Introduction
There	is	widespread	belief	that	Africa	is	on	the	brink	of	an	economic	
take-off	and	 is	becoming	more	and	more	an	attractive	place	to	do	
business.	 	This	newly	 found	 interest	 is	based	on	a	number	of	eco-
nomic,	political,	social	and	market-related	factors	which	have	been	
captured	in	various	studies	and	reports,	prominent	of	which	are,	Mc-
Kinsey’s,	Ernst	and	Young,	and	the	World	Bank.		Even	the	Economist,	
the	Financial	Times	and	African	Business	have	all	ran	special	upbeat	
reports	on	an	Africa	that	is	rising.		ECA	on	its	part	devoted	its	2012	
Economic Report on Africa to	the	possibility	of	Africa	as	a	new	pole	of	
global	growth.		The	central	issue	being	expressed	is	that	Africa	is	now	
open	 for	business	and	could	be	a	potential	global	growth	pole.	 	A	
review	of	the	performance	of	African	economies	shows	that	the	op-
timism	being	expressed	is	based	on	real	and	tangible	achievements	
in	various	fronts.	What	is	also	evident	is	the	existence	of	significant	
internal	and	external	challenges	that	need	to	be	addressed	before	
take-off.		

Indeed,	African	economies	grew	by	an	average	of	5	per	cent	between	
2000	and	2008.	Despitethe	high	growth	levels,	there	is	still	high	and	
rising	unemployment,	high	poverty	 levels	 and	 lack	of	 social	 safety	
nets,	 indicating	 that	social	development	 in	many	African	countries	
has	 not	 been	 optimal.	 In	 short,	 there	 has	 been	 economic	 growth	
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without	development,	if	we	define	development	as	high	incomes	ac-
companied	by	 improved	human	welfare	 and	economic,	 social	 and	
structural	transformation	(Nnadozie,	2003).		Hence,	engineering	an	
economic	take-off	and	ensuring	that	growth	translates	into	develop-
ment	 in	 the	 continent	 require	 serious	 and	 urgent	 action	 to	 tackle	
these	challenges	and	gaps	without	which	it	will	be	impossible	for	the	
continent	to	achieve	its	development	potential.		This	raises	a	num-
ber	of	questions.	Given	the	fact	that	history	in	Africa	and	elsewhere	
is	full	of	false-starts,	how	do	we	ensure	that	this	take-off	becomes	
a	 reality?	 In	other	words,	 how	do	we	ensure	 that	Africa’s	 impres-
sive	growth	record	translates	 into	sustainable	social	and	economic	
development?

Based	on	existing	literature	and	field	work,	on	the	author’s	personal	
experience	in	African	development	and	on	the	work	of	ECA	on	devel-
opment	in	Africa,	the	essay	argues	that	growth	does	not	always	lead	
to	development	and	 that	 it	will	not	 lead	 to	development	 in	Africa	
in	the	absence	of	conscious	action	by	the	Government.		In	general,	
growth	can	lead	to	development	outcomes	either	directly	by	increas-
ing	employment,	 incomes	and	human	welfare	or	 indirectly	by	pro-
viding	 the	means	by	which	Governments	can	undertake	necessary	
investments	 that	 can	 lead	 to	 development.	 	 Since	development	 is	
a	long-term	process,	for	growth	to	lead	to	development,	economic	
growth	must	occur	at	high	 levels	 for	many	years.	Yet,	growing	 the	
economy	 at	 high	 and	 sustained	 levels	 of	 growth	 is	 not	 sufficient.		
Growth	must	be	broad-based,	sustainable,	inclusive	and	empower-
ing	to	lead	to	desirable	outcomes	that	constitute	development.

Granted,	Africa	 is	already	growing	at	 respectable	 levels.	 	What	 re-
mains	now	 is	 to	 further	 increase	 the	 level	of	growth	and	diversify	
the	source	of	growth	through	the	right	policies	and	investments	in	
knowledge	and	innovation	and	human	and	physical	capital	that	will	
lead	to	sustainable	development.		It	will	also	require	growth	that	is	
clean	 and	 economically,	 socially	 and	 environmentally	 sustainable.	
But	 achieving	 strong,	 clean	 and	 inclusive	 growth	 that	will	 lead	 to	
sustainable	development	requires	a	good	development	strategy	or	
national	development	plan	alongside	sound	economic	and	sectoral	
policies.	This	in	turn	requires	visionary	leadership	and	a	capable	or	
developmental	 State	 supported	 by	 strong	 institutions	 and	 compe-
tent	bureaucrats	to	design	and	implement	plans	and	policies	as	well	
as	make	the	necessary	investments	that	will	improve	the	investment	
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climate,	make	private	investment	optimal	and	deliver	services	to	the	
people.	 	This	 is	the	message	that	ECA	has	been	sending	to	African	
countries	over	the	years,	which	has	been	amplified	and	effectively	
promoted	under	the	leadership	of	Abdoulie	Janneh,	Executive	Secre-
tary	(2005-2012)	to	whom	this	essay	is	dedicated.

The	essay	is	organized	as	follows.		The	first	section,	the	introduction,	
provides	an	overview	of	the	challenge	of	translating	growth	into	de-
velopment	in	Africa,	the	failure	of	past	policies,	Africa’s	resurgence	
in	the	new	millennium	and	the	need	to	capitalize	on	the	growing	mo-
mentum	to	achieve	a	veritable	economic	take-off	in	the	continent.		
Section	II	briefly	examines	Africa’s	experience	and	argues	that	wrong	
and	often	externally	generated	policies	and	 internal	policy	 failures	
prevented	 African	 countries	 from	 launching	 the	 continent’s	 eco-
nomic	 take-off	necessary	 for	 translating	growth	 into	development.		
Section	III	provides	an	overview	of	the	sources	of	growth	and	an	in-
sight	into	how	growth	can	lead	to	development	in	theory	and	prac-
tice,	drawing	from	the	lessons	of	development	experience	of	various	
countries.	Section	III	also	discusses	at	length	what	is	needed	in	terms	
of	strategies,	policies,	institutions	and	resources	to	engineer	the	type	
of	growth	that	can	bring	about	an	African	economic	miracle	and	lead	
to	sustainable	development	in	the	continent.

Africa has done well in many respects but 
growth has not led to development

Africa has done well overall but faces serious 
economic and social challenges that require urgent 
action

Across	Africa,	much	has	been	done	at	the	national,	subregional	and	
continental	 levels	 to	 strengthen	 institutions,	 improve	 governance,	
improve	the	investment	climate,	increase	economic	cooperation	and	
regional	 integration	as	well	as	establish	 the	conditions	 for	sustain-
able	development.	 In	 line	with	the	development	aspirations	 in	the	
continent,	regional,	subregional	and	national	institutions	and	mech-
anisms	were	established	to	foster	regional	integration	and	promote	
development.	Hence,	at	the	turn	of	the	century,	following	the	launch	
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of	the	Millennium	Development	Goals	(MDGs),	the	New	Partnership	
for	Africa’s	Development	 (NEPAD)	was	established	followed	by	the	
African	Union	(AU).		Several	Regional	Economic	Communities	(RECs)	
were	strengthened	to	promote	regional	integration.		Also,	such	pro-
gramme	as	the	African	Peer	Review	Mechanism	(APRM),	the	Com-
mon	African	Agricultural	Development	Programme	(CAADP)	and	the	
Programme	for	Infrastructure	Development	(PIDA)	also	emerged.	

Until	the	outset	of	the	global	economic	crisis,	economic	growth	had	
averaged	5	per	cent	a	year	for	a	decade	in	Africa.	The	region’s	output	
rebounded	from	the	effects	of	the	global	crisis	and	grew	by	about	5	
per	cent	in	2010	helped	in	part	by	prudent	macroeconomic	policies,	
and	is	projected	to	grow	by	a	further	5.5	per	cent	and	6	per	cent	in	
2011	 and	 2012,	 respectively.	 In	 its	 2011	Africa	 Attractiveness	 Sur-
vey,	Ernst	&	Young	also	projects	that	African	GDP	will	rise		by	around	
5	per	cent	yearly	on	average	over	 the	next	five	years,	 significantly	
above	 the	world	 average.	 Africa’s	 private	 sector	 is	 increasingly	 at-
tracting	 foreign	 investment.	 According	 to	 UNCTAD’s	World	 Invest-
ment	Report	(2011),	FDI	inflows	to	Africa	are	estimated	to	have	in-
creased	from	0.7	per	cent	of	global	FDI	flows	to	4.5	per	cent	between	
2000	and	2010.

At	the	national	level,	there	is	the	emergence	or	re-emergence	of	de-
velopment	planning	and	medium-term	plans	to	replace	the	poverty	
reduction	papers	(PRSPs)	which	African	countries	used	as	the	main	
tool	of	strategizing	development.		Many	countries	continue	to	main-
tain	sound	macroeconomic	policies	and	resist	populist	policies	in	the	
face	of	the	global	economic	crisis.		

Indeed,	 there	 is	 widespread	 determination	 to	 achieve	 the	 MDGs	
through	high-level	political	 commitment	not	eroded	by	 the	 recent	
global	 crises.	 	 Indeed,	African	 countries	 adopted	a	broad	 range	of	
policy	instruments	to	minimize	the	impacts	of	financial	and	econom-
ic	crises.
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Figure 1. Structural Change in Africa (1980 – 2008)
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There	is	also,	an	increasing	role	of	policy	innovations	demonstrated	
by	broad-based	institutional	innovations,including	social	protection,	
MDG-based	planning,	decentralization	which	has	seen	the	cascading	
of	the	MDGs	to	lower	tiers	of	Government	and	better	policy	and	pro-
gramme	coordination.		Likewise,	many	countries	undertook	MDGs-
specific	policies	such	as	the	Virtual	Poverty	Fund,	the	non-traditional	
models	of	delivering	primary	education,	the	legislation	of	equal	in-
heritance	for	widows	and	the	Decentralized	Service	Provision	(ECA,	
MDG	Report	2010,	2011).

At	the	subregional	level,	the	multiplicity	of	RECs	has	been	somewhat	
addressed	 by	 the	 recognition	 of	 eight	 RECs	 by	 the	AU	 and	Africa.	
These	have	over	the	years	witnessed	an	increasing	role	of	the	RECs	in	
peace	and	security	and	a	move	towards	rationalization	of	economic	
and	commercial	imperatives.		The	recent	tripartite	union	of	COME-
SA,	SADC	and	EAC,	and	the	AU	declaration	on	the	estblishment	of	a	
continental	free	trade	area	by	2017	are	good	cases	in	point.

At	the	continental	level,	the	establishment	of	the	African	Union	and	
its	structures,	NEPAD	and	its	flagship	programme	the	APRM	are	sig-
nificant	milestones	that	should	not	be	taken	for	granted	as	they	serve	
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as	building	blocks	for	a	stronger	and	more	effective	continent,	capa-
ble	of	dealing	with	its	numerous	challenges.	 	 In	fact,	African	coun-
tries	are	beginning	 to	put	up	a	unified	 front	 in	dealing	with	major	
issues	 illustrated	by	 the	climate	change	negotiations,	making	 their	
voice	 heard	 at	 the	G20	platform,	making	 progress	 in	 dealing	with	
conflict,	in	West	Africa—ECOMOG,	Rwanda,	Ethiopia,	Mozambique,	
in	spite	of	Somalia,	the	Sudan	and	the	Congo	among	others.

In	spite	of	the	successes,	Africa	has	achieved	mixed	results	in	human	
welfare	and	 the	economies	 remain	 largely	undiversified	 (figure	1).	
A	key	challenge	facing	African	countries	is	one	of	ensuring	that	eco-
nomic	growth	translates	into	significant	employment	gains	and	im-
proved	social	conditions	for	ordinary	Africans.	This	 is	compounded	
by	the	need	to	address	the	special	challenges	faced	by	the	34	African	
Least	Developed	Countries	(LDCs),	African	landlocked	countries	and	
those	facing	conflict	and	insecurity.		In	the	last	two	years	(2008-2009)	
African	countries	have	witnessed	a	rollback	of	progress	made	in	eco-
nomic	and	social	conditions	in	large	part	because	of	the	three	major	
crises—food,	energy	and	economic—that	erupted	in	2007	and	2008.		
The	world	has	also	been	alerted	about	the	dire	consequences	of	the	
global	climate	change	for	Africa,	while	political	 instability	and	con-
flict	remain	a	nagging	issue	in	some	parts	of	the	continent.		

These	challenges	and	their	combined	effect	have	accentuated	many	
of	the	key	development	issues	that	many	African	countries	have	not	
been	able	to	address	even	before	the	crisis.		Principal	among	these	
issues	is	the	inability	to	sustain	a	strong	growth	momentum	over	the	
long	run.		Admittedly,	there	are	attempts	to	find	solutions	to	these	
problems.		Indeed,	Africa’s	key	regional	and	subregional	institutions	
have	deliberated	upon	and	reached	decisions	on	many	of	the	issues.		
In	the	context	of	NEPAD,	the	MDGs	and	previous	work	on	issues	of	
growth	and	employment,	 including	ECA	Economic Report on Africa	
(ERA)	2005,	the	2010	edition	of	ERA	have	contributed	to	this	debate	
by	exploring	how	to	reorient	growth	strategies	for	the	continent	to	
promote	high	and	sustainable	long-term	growth	rates	to	reduce	un-
employment	with	special	attention	to	vulnerable	groups.	

Yet,	a	look	at	the	current	composition	and	distribution	of	growth	in	
Africa	shows	that	while	the	problem	of	insufficient	growth	was	being	
effectively	addressed	before	the	global	financial	and	economic	crisis	
of	 2008	and	2009,	 the	greater	 challenge	 remains	 that	of	 ensuring	
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that	the	benefits	of	growth	are	shared	broadly	across	society.		Like-
wise,	many	African	countries	are	still	struggling	to	expand	growth	in	
sectors	that	can	generate	greater	employment.

Although	 performance	 has	 been	 encouraging,	 the	 global	 financial	
and	economic	crisis	exposed	the	fragility	of	Africa’s	growth	experi-
ence	of	the	last	decade.		While	the	resumption	of	growth—a	clear	
departure	 from	 the	 disappointing	 performance	 of	 the	 1980s	 and	
early	1990s—there	 is	need	 to	be	concerned	about	how	Africa	will	
now	move	forward.		

Based	on	the	foregoing	analysis	we	can	conclude	that	although	the	
growth	record,	particularly	since	the	beginning	of	the	millennium,	is	
impressive	and	despite	relative	successes	registered	 in	a	variety	of	
areas	since	the	end	of	colonialism,	the	development	record	in	Africa	
has	been	sub-par.	The	challenges	of	promoting	high-level,	 sustain-
able	and	job-creating	growth	to	reduce	poverty	in	Africa,	requires	a	
shift	in	strategy	and	approach.	Hence,	progress	in	sustaining	high	lev-
els	of	job-creating	growth	in	the	continent	will	remain	unsatisfactory	
unless	bold	and	country-specific	growth	and	employment	strategies	
are	adopted	and	implemented,	supported	and	guided	by	committed	
political	leadership	and	lessons	from	success	stories.		

Wrong and often externally generated policies 
have hobbled Africa’s economic transformation and 
prevented growth from resulting in development

Not	surprisingly,	how	to	promote	high-level,	sustained,	inclusive	and	
clean	economic	growth	that	could	lead	to	development	has	been	a	
main	focus	of	African	countries	for	decades.	One	of	the	main	reasons	
for	 Africa’s	 growth	 paradox	 (growth	without	 development)	 is	 that	
Africa	has	not	achieved	the	quality	of	growth	and	economic	struc-
tural	 transformation	 necessary	 for	 economic	 take-off	 and	 sustain-
able	development	in	many	parts	of	the	continent.	Growth	in	Africa	
has	not	been	strong	and	broad-based	enough,	sustainable	enough	
and	inclusive	and	employment-intensive	enough	to	significantly	re-
duce	poverty	and	bring	about	the	fundamental	economic,	social	and	
structural	transformation	that	we	refer	to	as	development.
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Growth	has	not	led	to	development	in	Africa	as	it	has	done	in	other	
regions	for	several	reasons	that	have	been	aptly	captured	in	various	
editions	of	the	Economic Report on Africa	Published	by	ECA			First,	
until	 the	 beginning	 of	 the	 21st	 century,	 economic	 growth	 has	 not	
been	sustainably	high	enough	for	long	periods.		Second,	even	when	
it	has	been	high,	as	has	been	the	case	in	Africa	since	2000,	it	has	not	
been	broad	enough	having	been	generated	mostly	from	commodity	
exports	although	some	encouraging	signs	are	emerging	in	some	Af-
rican	countries.		Third,	economic	growth	in	Africa	has	also	not	been	
able	 to	empower	people	 through	employment	and	poverty	reduc-
tion.		Both	employment	and	poverty	rates	remain	unacceptably	high	
in	the	continent.

From	about	1960	to	the	early	1970s,	the	continent’s	growth	perfor-
mance	was	similar	to	that	of	other	developing	regions.	During	1973–
2000,	 however,	 it	 faltered	 and	 then	 declined,	while	 other	 regions	
achieved	 higher	 and	 less	 volatile	 economic	 growth	 rates.	 During	
2000-2008,	Africa	experienced	an	upsurge	in	growth,	and	GDP	rose	
twice	as	fast	in	this	period	as	in	the	1980s	and	1990s.	This	improve-
ment	has	been	widespread,	but	its	roots	are	traceable	largely	to	the	
global	commodity	boom,	not	to	transformation	(UNECA,	2011).	

Up	 to	 the	present,	 the	extent	of	 structural	 transformation	and	di-
versification	in	output,	exports	and	employment	has	been	limited	in	
most	African	countries.	This	has	contributed	significantly	to	the	ap-
parent	inability	of	African	economies	to	achieve	high	and	sustained	
economic	 growth	 rates	 and	 social	 development,	 as	well	 as	 to	 the	
volatility	of	growth	and	its	vulnerability	to	external	shocks.		In	other	
words,	 high	 and	 sustained	 growth	 rates	 in	 Africa	must	 be	 under-
pinned	by	substantial	economic	diversification	and	structural	trans-
formation	for	an	economic	take-off	required	for	growth	that	can	lead	
to	development.		Yet,	this	is	not	enough.	Growth	must	create	decent	
jobs,	 empower	people	 and	 lift	people	out	of	 poverty	 at	 the	 same	
time	as	be	economically,	socially	and	environmentally	sustainable	so	
that	it	can	lead	to	sustainable	development	instead	of	undermining	
development	in	the	long	run.

The	story	of	Africa	is	that	of	incomplete	or	distorted	transformation.	
African	countries	can	no	longer	rely	on	static	engines	of	growth,	es-
pecially	trading	in	primary	commodities	as	a	means	of	sustaining	high	
level	growth	in	the	long	run.	 	As	said	earlier,	this	source	of	growth	
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does	not	create	decent	jobs	that	lift	millions	of	people	out	of	poverty	
and	lead	to	high-level	social	development	and	human	welfare.		The	
emphasis	of	the	Governments	must	be	on	the	dynamic	engines	of	
long-term	growth	underpinned	by	structural	change	and	accumula-
tion	of	productive	resources,	including,	knowledge	and	physical	and	
human	capital	and	high-quality	institutions.

The	reality	is	that	the	history	and	geography	of	the	continent	did	it	
little	favour	–	did	not	provide	a	good	basis	for	development.		This	is	
evident	from	the	continents’	history	of	slave	trade	and	colonialism.		
Even	during	the	post-colonial	period,	Africa’s	development	strategy	
and	 agenda	 has	 until	 recently	 been	 prescribed	 from	outside.	 	 Ac-
cording	to	ECA	(2011),	soon	after	independence,	the	emerging	frag-
ile	African	countries	were	bombarded	with	a	litany	of	development	
strategies:	 commercialization	 through	 cash	 cropping	 (before	 inde-
pendence	 and	 up	 to	 1979);	 community	 development,	 integrated	
rural	development	and	participatory	development	(1955–1973);	re-
gional	integration	for	industry	and	national	self-sufficiency	for	food	
(1970–1979);	basic	human	needs	(1970–1979);	regional	integration,	
food	first	 (1973–1989);	 supply	 shifters	 in	 agriculture	 (1973–1989);	
first-generation	 structural	 adjustment	 on	 demand	 management	
(1980–1984);	 second-generation	 structural	 adjustment	 on	 equity	
with	 growth	 (1985–1999);	 and	 sustainable	 development	 (1990	 to	
the	present).		

Ultimately,	the	Poverty	Reduction	Strategy	Papers	(PRSPs),	in	some	
cases,	 three	 generations	 of	 them,	were	 introduced	 to	 replace	 the	
structural	adjustment	programmes	alongside	other	externally-gen-
erated	development	initiatives.		The	proliferation	of	such	strategies	
derailed	the	structural	transformation	efforts	of	the	emerging	Afri-
can	State.	Significantly,	“the	basic	design	and	mode	of	implementa-
tion	of	all	these	paradigms	come	from	outside	Africa,	even	though	
each	paradigm	undoubtedly	has	had	genuine	African	adherents.	 It	
is	hard	to	think	of	other	significant	regions	of	the	world	in	modern	
times	where	 outside	 influences	 on	 basic	 development	 strategy	 is-
sues	have	been	so	pervasive”	(Delgado,	1995:	4).

Third,	many	African	leaders	did	not	do	what	is	needed	to	establish	
the	 conditions	 for	 take-off	 and	 for	 sustainable	 development.	 	 Evi-
dence	 provided	 by	 numerous	 studies	 indicates	 that	 Japan,	 Korea,	
Malaysia	 and	 Singapore	 achieved	 deep	 structural	 economic	 trans-
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formation	and	sustained	growth	over	three	decades	largely	through	
a	 disciplined	 planning	 approach.	 From	 a	 policy	 standpoint,	 there	
have	been	many	failures	which	explain	Africa’s	inability	to	engineer	
an	economic	take-off	whereby	growth	results	to	development.		The	
first	is	the	failure	to	understand	and	pay	attention	to	common	char-
acteristics	of	structural	change	required	for	high-level	and	inclusive	
growth	that	leads	to	economic	development,	including	industrializa-
tion	and	diversification.		

The	second	is	the	failure	to	adopt	the	right	strategies	for	economic	
transformation	and	take-off.		The	third	is	the	failure	to	make	the	criti-
cal	 investments	and	put	 in	place	critical	requirements	of	structural	
transformation	and	 increased	productivity	needed	 for	 take-off,	es-
pecially	 investment	 in	 infrastructure,	 human	 capital	 development,	
knowledge	and	innovation	generation	and	diffusion	and	technology	
transfer.		The	fourth	is	the	failure	to	institute	an	environment	that	is	
conducive	for	private	investment	and	to	strengthen	the	private	sec-
tor	and	entrepreneurship	to	play	an	appropriate	role	to	spur	growth.		
The	last	is	the	failure	of	leadership,	lack	of	political	will	and	absence	
of	development-oriented	States	supported	by	a	capable	bureaucracy	
to	guide	the	development	process.

Overall,	we	can	safely	say	that	Africa’s	inability	to	transform	growth	
into	development	does	not	necessarily	result	from	a	generalized	lack	
of	effort—although	lack	of	political	will	has	often	been	a	problem—
but	 from	 the	 multiplicity	 of	 shifting	 development	 paradigms	 and	
policies	that	have	been	thrown	at	Africa	over	the	years,	which	were	
wrongly	conceived,	mostly	externally	generated	and	often	inconsist-
ently	implemented.		Finally	we	can	also	state	that	the	international	
environment	has	not	been	favourable	to	the	development	of	Africa,	
especially	with	regard	to	existing	trade	regimes	and	Africa’s	lack	of	
voice	and	effective	representation	in	global	governance	structures.

We	can	conclude	that	development	policies	and	strategies	adopted	
in	Africa	have	not	worked	or	worked	well.		On	the	whole,	the	key	les-
son	to	be	learned	from	decades	of	development	in	Africa	is	that	the	
continent’s	 development	 failures	 originate	 from	both	 internal	 and	
external	sources	and	we	can	thus	draw	seven	important	lessons	from	
decades	of	development	 in	Africa	 to	which	African	countries	must	
pay	attention	in	order	to	speed	up	development	in	in	the	continent.
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1.	 Africa	has	been	subjected	 to	a	multiplicity	of	development	
policies	and	shifting	development	paradigms	driven	mostly	
from	the	outside.

2.	 Development	 prescriptions	 have	 often	 not	 been	 the	 right	
ones	and	even	when	the	right	policies	exist,	they	have	either	
not	been	implemented	or	implemented	consistently.

3.	 There	has	been	a	major	lack	of	political	will	to	drive	develop-
ment	because	of	lack	of	accountability	and	because	develop-
ment	goals	are	not	consistent	with	the	economic	and	politi-
cal	interests	of	some	African	leaders.

4.	 The	 institutional	 framework	and	economic	and	policy	envi-
ronment	have	not	been	favourable	to	development.

5.	 African	countries	have	not	been	able	to	draw	from	the	les-
sons	from	success	stories	or	benefit	from	countries	that	can	
serve	as	“economic	compass”	for	them	as	latecomers.

6.	 The	African	State	has	not	played	its	appropriate	role	in	push-
ing	development	as	has	been	the	case	everywhere	because	
of	 its	weakness	as	well	as	weakness	of	 institutions	and	bu-
reaucracy.

7.	 The	international	environment	has	not	been	entirely	favour-
able	to	Africa,	especially	 in	terms	of	support,	economic	ac-
cess	and	voice	and	representation	in	global	governance.

The	result	is	that	many	African	countries	have	failed	to	undergo	an	
industrialization	process.	After	independence,	they	often	attempted	
to	 reproduce	 the	 developed	 world’s	 advanced	 industries—when	
their	per	capita	incomes	were	only	a	very	small	fraction	of	those	in	
high-income	countries—viewing	them	as	a	symbol	of	their	freedom,	
a	sign	of	strength	and	an	 international	political	statement.	For	the	
replicated	model	to	have	been	successful,	Governments	should	have	
targeted	mature	 industries	 in	 countries	not	 too	 far	 ahead	of	 their	
own	per	capita	incomes.

Furthermore,	many	 countries	 failed	 to	 emphasize	 competitive	 ad-
vantage	in	the	choice	of	target	industries.	Indeed,	African	countries	
are	 still	mainly	 characterized	 by	 the	 abundance	 of	 labour,	 and	 by	
targeting	 industries	 from	countries	many	times	 richer,	 they	gener-
ally	 implemented	 a	 capital-intensive,	 heavily	 industry-oriented	de-
velopment	strategy.	They	could	not	therefore	build	firms	capable	of	
surviving	in	open,	competitive	markets	because	of	their	high	capital	
needs	and	their	structurally	high	production	costs.	For	these	inter-
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ventions	to	have	been	sustainable,	Governments	should	have	carried	
out	policies	to	help	develop	new	industries	in	a	way	consistent	with	
the	 country’s	 latent	 competitive	 advantage,	 as	 determined	 by	 the	
endowment	structure.

Africa can benefit from success stories 
and best practices in transforming 
growth into development

Growth can occur in many ways but there are 
common elements that must be present to make it 
strong, sustainable and empowering

There	 is	 now	 a	 better	 understanding	 among	 development	 econo-
mists	of	how	growth	occurs,	how	it	can	be	sustained	and	how	it	can	
lead	to	development,	revealed	by	both	pioneering	work	of	various	
schools	 of	 economic	 thought,	 contemporary	 contributions	 to	 the	
literature	 and	 the	 real	 life	 experience	 of	 the	 emerging	 economies	
whose	economic	take-off	is	unfolding	at	the	wake	of	the	21st	cen-
tury.	Evidence	in	literature	shows	that	strong	and	sustainable	growth	
can	 be	 achieved	 in	 a	 variety	 of	 ways	 but	 that	 there	 are	 common	
elements	and	policy	 reforms	 that	must	be	present.	 	 Indeed,	 there	
are	discernible	common	characteristics	in	the	patterns	of	structural	
change	and	economic	development	in	general	and	industrialization	
and	diversification	in	particular.		

Recent	growth	experience	shows	several	factors	at	play,	including	in-
tegration	into	the	global	economy	through	trade	and	investment;	in-
vestment	in	human	and	physical	capital—developing	infrastructure	
and	technology	transfer.	 	Others	are	sound	macroeconomic	policy,	
sustainable	Government	finances	and	 sound	money;	use	of	public	
policy	to	reduce	coordination	failure	and	to	develop	an	environment	
in	which	firms	 can	operate;	 strong	 and	 functional	 institutions	 and	
institutional	innovation	and	Government	intervention	to	ignite	and	
facilitate	a	take-off	and	catch-up	process.		The	Growth	Commission	
categorizes	these	policies	into:	accumulation,	innovation,	allocation,	
stabilization	and	inclusion.



163Transforming Economic Growth into Sustainable Development in Africa

Literature	also	recognizes	the	complexity	of	economic	growth,	that	
growth	is	not	amenable	to	simple	formulas	and	the	need	for	growth-
oriented	 reforms	 not	 efficiency	 orientation.	 	 The	 necessary	 condi-
tions	for	growth	can	be	developed	in	numerous	ways	but	there	are	
certain	features	or	outcomes	on	which	a	sustained	growth	process	is	
based:	 	accumulation	of	capital,	efficient	use	of	resources,	techno-
logical	progress	and	socially	acceptable	distribution	of	 income	(Za-
gha	et	al.,	2006).

On	 the	 high-performing	 Asian	 economies	 the	 World	 Bank	 (1993)	
states	 that	 their	 rapid	 growth	 had	 two	 complementary	 elements.	
First,	 getting	 the	 fundamentals	 right	 was	 essential.	 	Without	 high	
levels	of	domestic	savings,	broadly	based	human	capital,	good	mac-
roeconomic	management	and	limited	price	distortions,	there	would	
have	been	no	basis	for	growth	and	no	means	by	which	the	gains	of	
rapid	productivity	change	could	have	been	achieved	(p.	23).		The	sec-
ond	 is	 carefully	 targeted	policy	 interventions	 that	are	cognizant	of	
changes	in	the	global	economy.	This	is	what	has	been	referred	to	as	
pragmatic	orthodoxy	in	macroeconomic	management.

“New	Structural	 Economics:	A	 Framework	 for	Rethinking	Develop-
ment”	introduces	a	new	framework	of	structural	economics	to	com-
plement	previous	approaches	 in	the	search	for	sustainable	growth	
strategies.	 	The	main	argument	 is	 that	economic	development	 is	a	
process	of	sustained	 increase	 in	per	capita	 income,	which	requires	
continuous	 introduction	of	new	and	better	technology	to	promote	
industrial	 diversification,	 upgrading	 and	 corresponding	 improve-
ments	in	hard	and	soft	infrastructure.	This,	they	say,	is	a	process	of	
innovation	 and	 requires	 an	 effective	 market	 mechanism	 with	 the	
Government	playing	an	active,	 facilitating	 role	 in	 the	 industrial	 di-
versification	and	upgrading	process	and	 in	 the	 improvement	of	 in-
frastructure.

Here	 is	how	Larry	Summers	 (2003)	 summarizes	 the	 recent	growth	
evidence:	 “[The]	 rate	 at	 which	 countries	 grow	 is	 substantially	 de-
termined	by	 three	 things:	 their	ability	 to	 integrate	with	 the	global	
economy	through	trade	and	investment;	their	capacity	to	maintain	
sustainable	Government	finances	and	sound	money;	and	their	ability	
to	put	in	place	an	institutional	environment	in	which	contracts	can	
be	enforced	and	property	rights	established.	
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Africans must believe in the possibility of an African 
economic miracle, learn from best practices and do 
what is necessary to make it happen

A	development-oriented	growth	agenda	will	require	country-specific	
and	regional	strategies	to	drive	economic	transformation	and	inclu-
sive	growth.	 	Addressing	 the	challenges	 requires	a	belief	 in	an	Af-
rica	that	can	succeed	in	achieving	sustainable	social	and	economic	
development.	This	 is	possible	despite	the	continent’s	unfavourable	
initial	 conditions	and	 its	 sub-par	development	performance	 in	 the	
20th	 century.	 	 This	 requires	 believing	 in	 the	 possibility	 of	 an	 Afri-
can	miracle,	understanding	how	growth	leads	to	development	and	
capitalizing	on	progress	made	so	far	and	addressing	the	internal	and	
external	 preconditions	 for	 and	 drivers	 of	 economic	 take-off.	 	 Like-
wise,	success	depends	on	instituting	the	favourable	internal	and	ex-
ternal	conditions	for	development,	including	functional	institutions,	
visionary	leadership,	good	governance,	good	economic	policies	and	
support	 from	 the	 international	 community.	 	 Promoting	peace	 and	
security,	 visionary	 leadership	 and	 capable	 States,	 building	 quality	
institutions	and	implementing	effective	policies	backed	by	country-
owned	development	strategies	are	vital	ingredients	for	development	
driven	by	quality	growth.		Other	areas	of	action	include	investing	in	
knowledge,	 innovation,	human	and	physical	 capital,	 improving	 the	
investment	 climate,	 promoting	 exports	 and	 regional	 cooperation	
and	mobilizing	financial	resources.		Governments	must	also	take	tar-
geted	action	to	address	the	empowerment	gap,	strengthen	interna-
tional	support	for	the	growth	and	development	agenda	and	address	
emerging	challenges.
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The	Principles	of	NEPAD	are	Relevant	for	Growth	and	Develop-
ment	in	Africa

•	 Good	governance	as	a	basic	requirement	for	peace,	security	and	sustain-
able	political	and	socio-economic	development

•	 African	ownership	and	leadership,	as	well	as	broad	and	deep	participa-
tion	by	all	sectors	of	society;

•	 Anchoring	the	development	of	Africa	on	its	resources	and	resourceful-
ness	of	its	people;

•	 Partnership	between	and	amongst	African	peoples;	
•	 Acceleration	of	regional	and	continental	integration;
•	 Building	the	competitiveness	of	African	countries	and	the	continent;	
•	 Forging	a	new	international	partnership	that	changes	the	unequal	rela-

tionship	between	Africa	and	the	developed	world;	and
•	 Ensuring	that	all	Partnerships	with	NEPAD	are	linked	to	the	Millennium	

Development	Goals	and	other	agreed	development	goals	and	targets.	

Indeed,	the	New	Partnership	for	Africa’s	Development	(NEPAD),	the	
continent’s	development	vision,	provides	the	basic	principles	and	ac-
tions	required	for	economic	take-off	(see	box1).		In	addition	to	the	
principles	outlined	in	box	1	and	the	preconditions	for	development—
peace	and	security,	good	governance	and	investment	in	priority	sec-
tors—elaborated	 in	NEPAD,	each	country	must	develop	a	 strategy,	
improve	 the	 business	 environment,	 make	 the	 critical	 investments	
and	mobilize	the	resources	to	transform	growth	to	development.	

A	 successful	 development	 experience	 presents	 common	 elements	
for	strong,	sustainable	and	empowering	growth,	from	which	African	
countries	 can	 benefit.	 	We	 can	 sum	up	 the	 economic	 growth	 and	
development	argument	in	the	following	ways:

Economic transformation is central to economic growth that leads 
to development. Sustained	 growth	 requires	 economic	 structural	
transformation—innovation-driven	industrial	upgrading	and	diversi-
fication	based	on	competitive	advantage.	It	also	requires	high-quality	
institutions.	Indeed	successful	experiences	show	patterns	of	 indus-
trial	development	that	were	similar:	 starting	 from	 labour-intensive	
industries	 in	 the	 early	 stage	 of	 development,	 including	 garments,	
textiles,	toys	and	electronics	and	moving	up	the	ladder	to	more	cap-
ital-intensive	industries.

Modern	economic	growth	theories	point	out	that	structural	econom-
ic	transformation	involves	a	process	of	continuous	technological	in-
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novation,	industrial	upgrading	and	diversification	and	improvements	
in	the	various	types	of	infrastructure	and	institutional	arrangements	
which	constitute	the	context	for	business	development	and	wealth	
creation.	However,	market	mechanisms	may	 not	 be	 sufficient	 and	
the	Government	has	a	potential	role	to	play	in	helping	firms	innovate	
and	upgrade.

Each country must adopt its own growth and development strategy 
not on the basis of ideology but based on its own geographical, 
historical, economic, political and sociocultural realities.		Countries	
that	 have	 succeeded	 in	 unleashing	 high	 growth	 rates	 are	 not	 the	
ones	 that	 implemented	 the	 prescriptions	 of	 the	Washington	 Con-
sensus	 (Rodrik,	2005).	One	would	expect	the	high-performing	East	
Asian	countries	be	the	ones	that	 implemented	these	policies	since	
they	have	done	consistently	well	since	the	early	1960s	to.		But	this	
is	not	the	case	as	illustrated	by	the	case	of	South	Korea,	Taiwan	and	
China	whose	growth	policies	exhibit	significant	departures	from	the	
Washington	Consensus.		The	policy	reforms	that	are	associated	with	
these	 growth	 transitions	 typically	 combine	 elements	 of	 orthodoxy	
with	unorthodox	institutional	practices.		There	is	no	one-size-fits-all	
strategy	and	the	stylized	fact	is	that	the	policy	packages	associated	
with	speedy	growth	–	and	particularly	the	elements	therein	that	are	
non-standard	–	tend	to	vary	considerably	from	country	to	country.

Each country must develop or strengthen institutions and bureau-
cracies to support its development agenda.	 	There	is	now	a	broad	
consensus	in	the	economic	literature	that	institutions	matter	for	the	
economic	 performance	 of	 a	 country,	 especially	 since	 the	 ground-
breaking	articles	by	Knack	and	Keefer	(1995),	Hall	and	Jones	(1999)	
and	Acemoglu	and	Robinson	(2002).	 	 Institutions	channel	 informa-
tion,	 define	 and	 enforce	 property	 rights	 and	 increase	 or	 prevent	
competition.	 	Unfortunately,	 institutions	 in	many	African	countries	
are	of	 low	quality	 and	extractive	 in	nature,	 especially	 if	 viewed	 in	
terms	of	the	quality	of	governance,	regulatory	burdens,	corruption,	
the	extent	of	legal	protection	of	private	property	and	how	well	such	
laws	are	enforced	and	the	limits	placed	on	political	leaders.

A successful development experience requires investment in and 
accumulation of human and physical capital and knowledge as well 
as encouragement of innovation and technology transfer which are 
necessary for igniting and sustaining growth.	 	For	growth	to	take	
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place,	 technology	 transfer	 and	 investment	 in	 physical	 and	 human	
capital	are	necessary.	Human	capital	is	a	key	component	of	a	coun-
try’s	endowment.	 In	 this	 regard,	 it	 is	 important	 to	plan	ahead	and	
make	human	capital	investment	necessary	to	provide	the	economy	
with	the	set	of	skills	associated	with	new	 industries	and	technolo-
gies.

How	far	growth	affects	poverty	depends	on	how	much	the	growth	
increases	opportunities	for	employment	and	on	the	extent	to	which	
the	poor	can	join	economic	processes	and	take	advantage	of	the	im-
proved	employment	potential.		Levels	of	education,	skills	and	access	
to	capital	and	productive	assets	are	important	variables,	as	are	social	
spending	on	health,	education	and	training	that	will	enable	the	poor	
to	 take	 advantage	 of	 more	 rewarding	 employment	 opportunities	
generated	by	growth.

Developing	infrastructure,	attracting	foreign	resources	and	increas-
ing	 productivity	 are	 important	 elements	 of	 successful	 transforma-
tion,	 as	 are	 strong	 and	 functional	 institutions.	 However,	many	 Af-
rican	 countries	 suffer	 severe	 infrastructure	 deficiencies,	 especially	
energy	infrastructure.

Successful macroeconomic and sectoral policies can be regarded as 
a precondition for growth.	A	country	must	design	and	 implement	
sound	macroeconomic	policies—a	precondition	for	growth	and	sec-
toral	policies—	as	well	as	make	 the	necessary	policy	 interventions	
required	to	create	an	environment	in	which	the	private	sector—the	
engine	of	 growth—can	operate.	 	While	 the	engine	of	 growth	may	
be	in	the	private	sector,	policy	intervention	is	required	to	create	an	
environment	in	which	firms	can	operate.	The	first	component	of	any	
such	environment	is	a	sound	macroeconomic	policy	based	on	fiscal	
balance	 and	 low	 inflation.	 	 Countries	must	determine	 the	optimal	
regimes	when	it	comes	to	fiscal	policy,	monetary	policy,	public	rev-
enue	management,	financial	development,	foreign	capital	and	trade	
policy. 

Economic development requires industrial diversification and up-
grading and investment in infrastructure and the Government 
should play an active role in making this possible.		There	is	strong	
and	 ample	 evidence	 that	 today’s	 advanced	 economies	 relied	 on	
Government	intervention	to	“ignite	and	facilitate	their	take-off	and	
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catch-up	process”	(Lin	and	Monga,	2010:8).		“All	European	countries	
trying	to	catch	up	with	Britain	devoted	efforts	to	technology	policy”	
(p.	8)	and	“in	all	advanced	economies,	Government	supported	the	
acquisition	 of	 foreign	 technology…”	 (p.	 9).	 	 Government	must	 de-
velop	and	implement	a	strategy	for	industrialization	and	modernize	
agriculture	to	improve	productivity.

We should also not confuse the process of initiating growth with 
sustaining it and overall economic take-off.  While	high	commod-
ity	prices	or	increase	in	commodity	exports	or	the	removal	of	con-
straints	can	lead	to	growth	in	the	short	run	they	may	not	be	sufficient	
to	sustain	long-term	growth	that	can	eradicate	poverty	and	lead	to	
sustainable	development.		Numerous	examples	of	the	resource	curse	
phenomenon	abound	in	Africa.	 	Sustaining	growth	is	more	difficult	
than	igniting	it,	and	requires	more	extensive	institutional	reform.

These	considerations	suggest	 that	successful	growth	strategies	are	
based	on	a	two-pronged	effort:	a	short-run	strategy	aimed	at	stimu-
lating growth,	and	a	medium-	to	long-run	strategy	aimed	at	sustain-
ing growth.		In	the	long	run,	the	main	thing	that	ensures	convergence	
with	the	living	standards	of	advanced	countries	is	innovation	and	the	
acquisition	of	high-quality	institutions.

Cooperation between the public and private sectors is an essential 
ingredient of successful growth experiences but the role of the State 
is central. 	Given	the	reality	of	market	and	government	failures,	one	
must	 not	 think	 that	 the	 answer	 to	 achieving	 sustainable	 develop-
ment	 lies	 entirely	 in	 central	 planning	or	 in	 the	 free	market.	 There	
should	 therefore	be	more	effective	cooperation	between	the	pub-
lic	and	private	sectors	with	the	understanding	that	the	State	plays	a	
central	 role	 in	promoting	growth	and	development.	 	Governments	
must,	 therefore,	seek	to	determine	 in	which	areas	 the	market	can	
most	efficiently	operate	and	 in	which	areas	 the	Government	 itself	
can	achieve	the	best	results	given	its	own	limited	human	resources.		
This	public-private	cooperation	through	a	proactive	Government	in-
dustrial	policy	is	a	key	lesson	of	the	success	stories	of	South	Korea,	
Taiwan	and	Singapore.		

Economic growth must be inclusive, job-creating, poverty-reducing 
and empowering to result in development.	 	 Sustainable	 develop-
ment	will	result	from	growth	that	has	the	following	elements:	It	must	
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be	strong	(i.e.	occur	at	high	levels	[double	digits]),	sustainable	and	
empowering.	 	Sustained,	high	growth	rates	and	poverty	reduction,	
however,	can	be	achieved	only	when	the	sources	of	growth	are	ex-
panding	and	an	increasing	share	of	the	labour	force	is	included	in	the	
growth	process	in	an	efficient	way.

Growth is the key to poverty reduction and employment is the ve-
hicle through which growth can translate into sustainable poverty 
reduction.		Inclusive	growth	results	from	wider	citizen	participation	
in	the	growth	process	as	well	as	in	sharing	the	benefits	of	growth	to	
maximize	human	welfare.	Also	sustainable	development	depends	on	
sustainable	growth.

Therefore,	for	economic	growth	to	lead	to	development	in	Africa	it	
must	have	three	attributes.	 	First	 it	must	occur	at	sustainably	high	
levels	over	many	years.		Second,	it	must	be	broad-based	and	clean;	
that	is,	it	must	result	from	increases	in	productivity	in	productive	ac-
tivities	and	sectors	of	the	economy	that	will	not	damage	the	envi-
ronment	and	jeopardize	the	welfare	of	future	generations.		Third,	it	
must	be	empowering;	that	is,	it	must	be	employment-generating	and	
poverty-	and	inequality-reducing.

Transformative growth must be strong and broad-based.	According	
to	ECA	Economic	Report	on	Africa,	if	African	countries	were	to	sus-
tain	the	growth	momentum	of	the	2000-2008	period	while	the	rest	
of	the	world	should	also	sustain	the	3	per	cent	growth	momentum	of	
the	same	period,	Africa	will	account	for	at	least	5	per	cent	of	world	
GDP	by	2034	thus	meeting	the	growth	imperative	of	a	global	growth	
pole.		This	means	that	the	level	of	growth	should	be	at	double	digits	
or	10	per	cent	on	 the	average	a	year	 for	 real	economic	and	social	
transformation	to	occur	in	the	continent	in	about	a	decade.

African	 countries	 can	 no	 longer	 rely	 on	 static	 engines	 of	 growth,	
especially	 trading	 in	 primary	 commodities	 as	 a	means	 of	 sustain-
ing	 high-level	 growth	 in	 the	 long	 run.	 	 The	 emphasis	must	 be	 on	
the	dynamic	 engines	of	 long-term	growth,	 underpinned	 structural	
transformation	and		accumulation	of	productive	resources,	including	
physical	and	human	capital	and	strong	institutions.	African	countries	
must	focus	on	dynamic	engines	of	growth	as	the	fulcrum	of	struc-
tural	transformation.	Four	sectors	with	significant	export	potential	in	
sub-Saharan	Africa:	manufacturing,	agriculture,	tourism	and	mining.		
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For	many	African	countries	agriculture,	tourism	and	mining	offer	the	
best	 prospects	 for	 exports	 and	 growth	 since	 developing	manufac-
turing	exports	will	 take	time.	Yet	maximizing	returns	 from	primary	
exports	 requires	 a	 long-term	 vision,	 identifying	 new	markets	 and	
raising	productivity.	 	This	can	only	be	achieved	via	 institutions	and	
adequate	technology	combined	with	the	incentives	to	adopt	innova-
tions,	many	of	which	have	long	been	available.

Growth must be sustainable and responsive to climate threats in 
Africa.	 	 By	 sustainable	 development	 we	 mean	 long-term	 growth	
and	increase	in	incomes,	human	and	societal	welfare	and	structural	
transformation	that	can	 lead	to	development	 in	a	way	that	 is	eco-
nomically,	socially	and	environmentally	sustainable.		This	will	require	
a	focus	on	an	economy	that	aims	at	improving	human	welfare	and	
social	equity	as	well	as	at	reducing	environmental	risk	and	ecological	
scarcities	through	a	significant	public	and	private	investment	in	such	
sectors	as	clean	energy,	low-carbon	transport,	energy	efficient	con-
struction,	improved	waste	management,	improved	freshwater	provi-
sion,	and	sustainable	agriculture,	forest	and	fisheries	management.	
Such	investments	are	driven	or	supported	by	national	policy	reforms	
and	the	development	of	international	policy	and	market	infrastruc-
ture.

Development-oriented growth must be job-creating and em-
powering.	 	Growth	depends	among	other	things	on	the	growth	of	
productivity,	 which	 in	 turn	 depends	 on	 the	 quality	 of	 inputs—la-
bour	and	capital	as	well	as	on	 institutions,	policies	and	geography.	
		However,	growth	does	not	always	lead	to	a	generalized	increased	
in	welfare	or	increased	employment.		Income	and	consumption	may	
increase	but	those	who	are	already	well	off	may	get	all	or	most	of	
the	benefits.		Growth	may	also	result	from	resource	boom	or	com-
modity	price	boom	in	an	enclave	sector	without	much	effect	on	em-
ployment.		There	is	need	for	employment	targeting	and	employment	
mainstreaming	in	policymaking	in	Africa	to	ensure	that	growth	gen-
erates	jobs	for	the	poor.		That	is,	there	is	a	need	for	pro-poor	mac-
roeconomic	policies—those	that	minimize	the	negative	price	effects	
of	macroeconomic	policies	and	maximize	the	output-effect,	increase	
growth	and	create	jobs	that	benefit	the	poor.		

Empowerment	 is	 another	 important	 dimension	 of	 the	 growth-
development	 equation	 because	 of	 its	 important	 role	 in	 effective	
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development	 and	 national	 ownership	 of	 and	 commitment	 to	 re-
form.	 	 In	other	words,	Government	must	pay	attention	not	 just	 to	
growing	the	economy	in	a	clean	and	sustained	manner	but	also	 in	
empowering	 and	 investing	 in	 people	 so	 that	 they	 can	 participate	
in	 the	 economy	 and	 society.	 	 But,	 empowering	 people	 involves	
building	 an	 investment	 climate	 conducive	 to	entrepreneurship,	 in-
novation	 and	 investment,	 productivity	 and	 job	 creation.	 This	 re-
quires	 a	 combination	 of	 States	 and	 markets	 and	 the	 crucial	 role	
of	 institutions	 and	 governance.	 According	 to	 Stern	 et	 al	 (2005),	
	empowerment	must	be	an	explicit	goal	of	development	and	Gov-
ernments	must	aim	 to	promote	growth	and	empowerment	at	 the	
same	time	as	they	should	not	be	seen	as	mutually	exclusive.		So	the	
addressing	inequality	 is	 important	in	ensuring	that	growth	reduces	
poverty.

Economic	growth	that	is	empowering	growth	must	be:	inclusive;	ad-
dress	equity	and	inequality;	pro-poor,	that	is,	directly	empower	poor	
people;	employment-intensive—creating	decent	employment—and	
gender	 sensitive.	 	 Improving	 the	 investment	 climate	 and	 thereby	
growth	 will	 often	 provide	 more	 economic	 opportunity	 and	 thus	
choice	and	empowerment	for	more	members	of	the	society.		A	strat-
egy	that	directly	empowers	poor	people	so	that	they	can	participate	
effectively—for	 instance	 through	 education	 and	 training—will	 en-
able	them	to	become	a	force	for	growth	(Stern	et	al,	2005).

Successful growth and transformation agenda requires broader 
and deeper ownership and stakeholder consultation.		Political	com-
mitment	and	 leadership	are	essential	 to	both	growth	and	poverty	
reduction	 and	 better	 governance	 improves	 the	 prospects	 of	 both	
pro-growth	and	pro-poor	policies	being	effectively	implemented.		On	
balance,	the	African	experience	so	far	suggests	that,	while	there	are	
many	 factors	 at	work,	 the	more	democratic	 the	 regime,	 the	more	
responsive	the	Government	to	the	interests	of	poor	people.		But	the	
growth,	 transformation	and	poverty	reduction	process	 to	date	has	
been	viewed	in	largely	technocratic	terms,	with	comparatively	little	
involvement	of	the	political	system.	 	 In	addition,	parliaments	were	
typically	left	out	of	the	process.		In	some	cases,	even	cabinets	were	
not	involved,	which	gave	rise	to	implementation	problems	when	sec-
toral	ministries	were	called	upon	to	implement	strategies	they	had	
not	been	involved	in	formulating.		Special	issues	arise	in	the	case	of	
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sub-national	Governments,	with	varying	degrees	of	autonomy	and	
commitment	to	growth	and	poverty	reduction.

In	general,	 such	programmes	as	MDGs	or	PRSs	became	a	parallel,	
often	donor-driven	process,	relatively	strong	in	its	technical	aspects,	
but	weak	in	ensuring	that	the	political	system	at	all	levels	confronted	
the	difficult	decisions	and	trade-offs.	 	Strategies	to	achieve	growth	
and	the	MDGs	must	be	formulated	to	address	these	issues.

The	experiences	of	successful	countries	present	several	lessons	rel-
evant	 to	African	countries	 in	 their	bid	 to	achieve	 strong,	 sustaina-
ble	and	empowering	growth.	The	first	is	the	key	role	that	structural	
change	plays	 in	promoting	high-level	broad-based	growth	and	 the	
discernible	 common	 characteristics	 in	 the	 patterns	 of	 structural	
change	and	economic	development	processes	in	general,	and	indus-
trialization	and	diversification,	in	particular.	The	second	is	that	suc-
cessful	transformation	emerges	from	experimentation.	The	third	and	
overarching	lesson	is	that	the	State	plays	a	central	role	in	guiding	and	
promoting	successful	economic	transformation.		Although	interven-
tions	varied	among	countries,	past	successful	experiences	show	that	
the	patterns	of	industrial	development	were	similar.	They	all	started	
from	labour-intensive	industries	in	the	early	stage	of	development,	
including	garments,	textiles,	toys	and	electronics	making,	and	moved	
up	the	industrial	ladder	step	by	step	to	more	capital-intensive	indus-
tries,	including	ship-building	and	automobile	manufacturing.

Transforming growth into development in 
Africa will require a developmental State 
underpinned by visionary leadership, 
efficient bureaucracy and a plan

The developmental State underpinned by visionary 
leadership and efficient bureaucracy is crucial for 
moving from growth to development

It	is	no	longer	an	issue	of	not	knowing	what	to	do	or	what	needs	to	
be	done.		It	is	now	a	question	of	doing	what	we	know	needs	to	be	
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done	to	develop	Africa.		This	is	where	the	role	of	the	State	becomes	
important	as	the	engine	of	development.		The	developmental	State:	
the	pre-eminent	State	which	interacts	with	the	private	sector	to	se-
cure	development	objectives.

Engineering	the	economic	take-off	requires	understanding	the	path-
ways	and	common	characteristics	of	high-level	sustained	and	shared	
growth	that	leads	to	development,	learning	from	history	of	mistakes	
and	wrong	policies,	addressing	constraints	and	challenges	and	lever-
aging	opportunities	and	addressing	challenges	and	constraints.	

The	State	has	a	 critical	 role	 to	play	 in	 catalyzing	Africa’s	economic	
take-off.		But	why	is	the	State	the	critical	actor	and	why	should	the	
State	lead	the	process?		The	argument	in	favour	of	the	key	role	for	
the	State	in	successful	economic	transformation	is	based	on	the	re-
ality	of	contemporary	market	failures,	the	lessons	from	history	and	
the	 experience	 of	 emerging	 economies.	 	 There	 is	 now	 strong	 and	
ample	evidence	that	today’s	advanced	economies	relied	on	Govern-
ment	 intervention	to	“ignite	and	facilitate	their	take-off	and	catch-
up	process”	(Lin	and	Monga	2010:8).		Likewise,	successful	economic	
transformation	in	emerging	economies	was	achieved	by	deliberate	
State	intervention.

It	must,	therefore,	be	recognized	first	and	foremost	that	attempting	
to	bypass	the	Government	because	of	Africa’s	history	of	bad	govern-
ance	will	be	(and	has	been)	a	big	mistake.		This	is	partly	because	the	
State	collects	taxes	from	the	citizens	and	controls	significant	amount	
of	resources	that	belong	to	the	citizens.		Moreover,	the	State	has	the	
power	and	responsibility	to	provide	needed	investment	and	deliver	
the	services	that	will	make	private	investment	more	viable	and	more	
competitive.

The	experiences	of	successful	countries	present	several	lessons	rel-
evant	to	African	countries.	

The	central	role	of	the	State	in	economic	transformation	may	require	
a	 developmental	 State	 approach.	 Evidence	 provided	 by	 numerous	
studies	indicates	that	Japan,	Korea,	Malaysia	and	Singapore	achieved	
deep	structural	economic	transformation	and	sustained	growth	over	
three	decades	largely	through	a	disciplined	planning	approach.	
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The	State	has	an	important	role	to	play	in	Africa’s	economic	transfor-
mation	and	take-off.		Unfortunately,	since	the	Washington	consensus	
and	the	failure	of	structural	adjustment	policies	in	African	countries	
with	 disastrous	 social	 consequences	 in	 the	 1980s	 and	 1990s,	 the	
place	of	the	State	in	the	development	process	in	Africa	has	been	a	
difficult	equation.		The	State	has	been	weakened	and	marginalized	in	
many	African	countries,	under	the	Washington	Consensus,	and	will	
need	 to	 be	 reconstituted	 into	 a	 developmental	 State	 that	 has	 the	
ability	to	guide,	promote	and	sustain	economic	transformation	and	
development	in	fulfilment	of	the	economic,	social,	political	and	envi-
ronmental	aspirations	and	needs	of	its	citizens.

In	its	2011	Economic Report on Africa,	ECA	outlines	the	critical	role	
of	the	State	in	structural	transformation	and	argues	that	structural	
transformation	and	ultimately,	development	in	African	countries	will	
not	occur	without	the	 leadership	of	the	State—the	developmental	
State—in	making	good	macroeconomic	and	sectoral	policies	under-
pinned	 by	 strong	 and	 functional	 institutions	 and	 a	 vibrant	 private	
sector	 in	a	well-functioning	market	economy.	 	The	report	also	out-
lines	 the	 processes	 for	 constructing	 the	 developmental	 State	 and	
highlights	the	need	to	hold	it	accountable.

Governments	have	to	be	better	at	identifying	good	criteria	to	deter-
mine	the	industries	appropriate	to	their	endowment	structure	and	
level	of	development.	 The	Government’s	policy	 to	 facilitate	 indus-
trial	upgrading	and	diversification	must	be	anchored	on	 industries	
with	latent	competitive	advantage	so	that,	once	the	new	industries	
are	established,	they	can	quickly	become	competitive	domestically	
and	internationally.	Overall,	the	developmental	State	is	required	to	
design	and	implement	a	strategy	and	policies	for	strong,	sustainable	
and	empowering	growth;	promote	a	well-functioning	market	and	a	
conducive	business	environment;	make	critical	investments	in	peo-
ple,	knowledge,	innovation,	technology	and	infrastructure	and	mo-
bilize	resources	needed	to	make	a	quality	growth	strategy	a	reality.

Yet,	even	the	developmental	State	must	be	held	accountable	to	avoid	
the	pitfalls	of	State	intervention.	While	extensive	State	intervention	
through	comprehensive	planning	may	be	required	to	deal	effectively	
with	certain	market	failures	and	other	problems,	this	approach	may	
also	generate	problems	of	bureaucratic	failure.	Hence,	there	is	need	
to	institute	and	implement	corrective	policy	measures,	and	use	a	car-
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rot	and	stick	approach	to	rent	distribution,	which	ensures	that	recipi-
ents	of	State	assistance	reciprocate	by	meeting	established	perfor-
mance	targets	and	quickly	eliminating	assistance	when	targets	are	
not	met.		Also,	the	market	can	be	used	as	a	supplementary	means	
of	maintaining	efficiency	and	motivating	economic	agents.		But	it	is	
necessary	to	establish	and	empower	regulatory	agencies	to	set	and	
enforce	product	quality	standards	for	all	public	and	private	produc-
ers	 and	 establish	 competition	 policy	 and	 enforce	 competition	 law	
against	anti-competitive	behaviour	by	public	and	private	producers	
(UNECA,	2011).

Using strategic multi-year development plans will 
help translate visions into results

There	is	no	one	size	that	fits	all	African	countries	when	it	comes	to	
the	strategy	for	engineering	an	economic	take-off	as	strategies	and	
policies	must	take	into	account	size	and	level	of	development	as	well	
as	 historical,	 political	 and	 socio-cultural	 realities	 and	 resource	 en-
dowments.	 	Nevertheless,	there	are	common	elements	of	a	sound	
development	policy	or	strategy	which	involves	essentially	promoting	
sustainable	growth	through	structural	transformation	and	empower-
ing	people.		

Countries	that	have	been	most	successful	in	meeting	the	MDGs	and	
reducing	poverty	in	the	past	two	decades	(examples	include	China,	
India,	Botswana	and	Vietnam)	have	all	enjoyed	very	rapid	economic	
growth,	as	did	the	countries	that	reduced	poverty	rapidly	before	the	
MDGs	were	mooted	(such	as	Korea,	Taiwan,	Thailand,	Malaysia	and	
Indonesia).	 	 These	 countries	 pursued	 country-specific	 strategies,	
confirming	 that	 there	 are	 no	 generic	 formulas.	 However,	 certain	
common	elements	can	be	traced,	such	as	context-specific	planning,	
macroeconomic	stability,	striking	the	balance	between	Government	
interventions	and	market	autonomy	and	adaptation	and	application	
of	technology	to	production	processes.		It	also	involved	investment-
friendly	 conditions	 (particularly	by	 reducing	 risks	 and	ensuring	ac-
cess	to	credit	on	reasonable	terms)	and	a	minimum	level	of	effective	
governance	and	capacity	building.

Ensuring	 that	 growth	 leads	 to	 development	 in	 Africa	 will	 require	
similarly	 country-specific	 strategies	 as	 the	 sources	 of	 growth	 will	



176 Reflections on Africa’s Development: Essays in Honour of Abdoulie Janneh

vary	widely	and	 the	appropriate	 strategy	will	depend	on	such	 fac-
tors	 as	 the	 relative	 importance	 of	 mineral	 extraction,	 agriculture	
and	services	 (such	as	 tourism);	 the	opportunities	 for	 trade	provid-
ed	 by	 the	 global	 and	 regional	 economies;	 and	 a	 successful	 effort	
to	 stimulate	 private	 domestic	 and	 foreign	 investment.	 The	 coun-
try-specific	strategy	should	be	based	on	a	 long-term	vision	and	on	
sustainable	 development	 in	 the	 context	 of	 high	 growth	 strategies	
linked	 to	 the	 sources	 of	 growth	 and	measures	 to	 improve	 the	 in-
vestment	climate	and	infrastructure,	coupled	with	 intra-	and	inter-
sectoral	 diversification	 to	 reduce	 vulnerability	 to	 external	 shocks:	
		It	will	also	require	the	use	of	medium-term	plans	to	guide	the	im-
plementation	process.

For	example,	a	manufacturing-based	approach	requires	competing	
in	global	markets	and	developing	essential	services,	including	bank-
ing,	health,	education,	 transport	and	 information	and	communica-
tion	technologies	(ICTs).	For	mineral-rich	countries,	transparency	and	
good	governance	in	the	mineral	sector,	accompanied	by	redistribu-
tive	fiscal	policies	and	encouragement	of	backward	linkages,	would	
be	 important,	 if	 earnings	 are	not	 to	become	drivers	 of	 corruption	
and	conflict,	rather	than	growth	and	development.	And	for	agricul-
tural	economies,	the	emphasis	would	be	on	higher	productivity	and	
better	market	access.	

Achieving	structural	transformation,	strong	and	job-creating	growth	
will	require	economic	planning.		But	the	notion	of	return	to	develop-
ment	planning	 raises	 some	 important	questions:	 	Why	did	African	
countries	abandon	the	use	of	development	plans?		Why	did	the	ear-
ly	euphoria	about	planning	in	post-colonial	African	countries	in	the	
1950s	and	1960s	give	way	to	disillusionment?	Why	has	planning	in	
Africa	not	performed	the	same	miracle	it	has	done	for	Japan,	Korea,	
Taiwan,	Singapore	and	others?

There	are	two	interrelated	sets	of	answers	to	this	question.		The	first	
is	the	gap	between	the	theoretical	economic	benefits	and	the	practi-
cal	results	of	development	planning.	 	The	second	is	a	more	funda-
mental	defect	in	the	planning	process,	especially	in	terms	of	admin-
istrative	capacities,	political	will	and	plan	implementation.		Plans	are	
not	fully	implemented	or	they	simply	fail	because	countries	have	few	
skilled	people,	insufficient	infrastructure	and,	more	importantly,	lit-
tle	capital	to	fully	finance	them.	They	fail	sometimes	due	to	external	
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factors	but	mostly	because	of	inherent	weaknesses	in	planning,	es-
pecially	with	regard	to	use	of	incorrect	data	or	faulty	economic	mod-
els.		Plans	also	fail	because	they	are	overambitious	or	inadequately	
prepared	or	because	of	 insufficient	means	of	 implementation.	 	 Fi-
nally,	plans	fail	because	planners	have	ignored	uneconomic	factors.

Therefore,	 development	 plans	 can	 lead	 to	 strong,	 sustainable	 and	
empowering	 growth	and	development	only	 if	we	pay	 attention	 to	
two	things	that	have	made	planning	work	in	other	countries,	espe-
cially	in	East	Asia:	The	development	plan	must	be	strategic	and	care-
fully	put	together	and	more	importantly	assiduously	implemented.	
In	South	Korea,	when	things	did	not	work	according	to	plan	the	so-
lution	was	not	to	abandon	planning	altogether.	 	The	Koreans	stuck	
with	planning,	changing	things	that	did	not	work,	making	modifica-
tions	when	necessary	and,	 above	all,	 doing	everything	possible	 to	
implement	their	development	plans.	For	planning	to	work	for	Afri-
can	countries	they	must	address	the	problems	of	past	failures	at	the	
same	time	learn	from	the	experience	of	successful	countries.

The	countries	that	have	re-embarked	on	planning	will,	for	the	longer	
term,	if	they	are	to	join	the	ranks	of	advanced	economies,	need	not	
just	good	economic	policies	but	strong	and	accountable	institutions	
to	support	and	implement	them.	Which	institutions	are	most	critical?		
First	are	good	laws	and	effective	means	of	enforcing	them.	These	es-
tablish	and	apply	the	rules	of	the	game,	lower	transaction	costs,	in-
crease	business	certainty,	develop	incentives	for	efficiency	and	con-
trol	crime	and	corruption	so	that	businesses	can	focus	on	productive	
activities.		Second	are	strong	financial	institutions	to	mobilize	saving	
and	channel	it	to	its	most	productive	uses.		They	should	also	play	an	
important	role	in	corporate	governance,	complementing	that	of	en-
terprise	owners,	by	imposing	financial	discipline	and	overseeing	the	
activities	of	borrowers.		The	third	institution	is	Government—not	an	
all-powerful,	all-encompassing	Government—but	one	that	supports	
and	complements,	rather	than	stifles	private	enterprise.

Top-down	efforts	 to	develop	 strong	 legal	 and	financial	 institutions	
and	change	Government	behaviour	must	be	complemented	by	bot-
tom-up	demand	for	such	reform.		This	will	not	happen	overnight	but	
it	will	require	changes	in	incentives,	attitudes	and	experience.
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Addressing	Internal	Gaps
1.	 Existing	gaps	in	peace	and	security
2.	 Institutional,	leadership	and	governance	gaps
3.	 Development	strategy	and	policy	gaps
4.	 Savings	and	investment	gaps
5.	 Statistical,	knowledge	and	innovation	gaps
6.	 Improving	the	investment	climate
7.	 Addressing	the	empowerment	gap
8.	 Gaps	in	regional	economic	integration

Addressing	external	gaps
1.	 Access	to	markets
2.	 Financial	flows
3.	 Global	governance
4.	 Engagement	with	new	partners
5.	 Climate	change

Human	capital	is	another	important	ingredient	for	sustained	growth	
as	has	been	shown	 in	research.	 	Embarking	on	planning	without	a	
strong	human	capital	base	will	only	be	an	exercise	in	futility.		A	strong	
human	capital	base	can	be	developed	through	reform	of	the	educa-
tion	and	health	systems	to	preserve	past	achievements	and	to	adapt	
to	the	needs	of	the	market.		Openness	to	trade	and	foreign	invest-
ment	is	equally	important.

Yet,	country-owned	and	well-designed	development	plans	alone	do	
not	 guarantee	 success	 in	 meeting	 development	 objectives	 set	 by	
countries.	The	chances	are,	however,	greater	when	these	plans	pass	
the	 implementation	test.	The	degree	of	 linkage	between	the	plan-
ning	and	budget	cycles	holds	the	key	to	this.	Better	coordination	be-
tween	the	ministry	of	finance	and	the	ministry	or	entity	in	charge	of	
development	planning,	among	others,	is	likely	to	better	link	the	plan-
ning	cycles	to	those	of	the	budget,	therefore	ensuring	an	effective	
implementation	 of	 the	 national	 development	 plan.	 However,	 care	
must	also	be	taken	to	ensure	an	efficient	and	effective	overnment	
role	in	this	regard.	To	some	extent,	this	can	be	achieved	by	strength-
ening	capacity	in	budget	execution	and	reporting.
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Conclusion
African	countries	have	done	relatively	well	since	2000.	Achievements	
have	been	made	in	economic	growth,	democratization,	primary	edu-
cation,	gender	equality	and	sound	macroeconomic	conditions.		Pro-
gress	towards	the	MDGs	in	Africa	is	mixed	across	countries	ten	years	
since	 the	adoption	of	 the	Millennium	Declaration	but	 there	 is	un-
equivocal	progress	on	practically	all	MDGs.		Notwithstanding	these	
notable	achievements,	Africa’s	high	growth	rates	have	not	translated	
into	high	levels	of	employment	and	reductions	in	poverty.	They	are	
also	quite	volatile,	especially	in	sub-Saharan	Africa.	In	short,	there	is	
progress	but	it	is	mixed.	Growth	has	been	steadily	high	but	not	high	
enough	to	significantly	reduce	poverty.		

Sustainable	development	 in	Africa	will	neither	happen	accidentally	
nor	 through	dependence	on	 aid	 or	 high-level	 declarations.	 	 It	will	
result	from	a	conscious	decision,	effort	and	an	unshakable	focus	on	
and	determination	by	African	people	and	their	 leaders	to	develop.		
The	key	to	sustainable	social	and	economic	development	in	African	
countries	 is	 innovation-driven	economic	 transformation	as	 the	en-
gine	of	strong,	sustained,	clean	and	inclusive	growth.		

Successful	economic	transformation	requires	planning	and	an	indus-
trial	policy	and	 industrialization	process	 that	pays	attention	 to	 the	
issue	of	competitive	advantage	in	the	choice	of	target	industries	not	
one	that	 focuses	on	capital-intensive	advanced	 industries	 in	which	
countries	cannot	build	internationally	competitive	firms.	The	experi-
ence	of	newly	industrialized	countries	and	modern	economic	growth	
theories	indicates	that	structural	economic	transformation	involves	
innovation	and	industrial	processes	and	improvements	in	the	various	
types	of	infrastructure	and	institutional	arrangements	for	which	the	
market	mechanisms	may	not	be	sufficient	and	the	Government	has	
a	potential	role	to	play	in	helping	firms.	This	may	require	the	State	to	
be	developmental	in	governing	development	in	Africa.

Structural	transformation	and,	ultimately,	economic	take-off	and	de-
velopment	in	African	countries	will	not	occur	without	the	leadership	
of	the	State—the	developmental	State—in	making	good	macroeco-
nomic	 and	 sectoral	 policies	 underpinned	 by	 strong	 and	 functional	
institutions	and	a	vibrant	private	sector	in	a	well-functioning	market	
economy.		Unfortunately,	the	State	has	been	weakened	and	margin-
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alized	in	many	African	countries,	and	will	need	to	be	reconstituted	
into	 a	 developmental	 State	 that	 has	 the	 ability	 to	 guide,	 promote	
and	sustain	economic	transformation	and	development	in	fulfilment	
of	the	economic,	social,	political	and	environmental	aspirations	and	
needs	of	its	citizens.	

Holding	the	State	accountable	and	avoiding	the	pitfalls	of	State	 in-
tervention.	While	extensive	State	intervention	through	comprehen-
sive	planning	may	be	required	to	deal	effectively	with	certain	market	
failures	and	other	problems,	this	approach	may	also	generate	prob-
lems	of	bureaucratic	failure.	Hence,	as	ECA	Economic Report on Af-
rica 2011 argues,	there	is	need	to	institute	and	implement	corrective	
policy	measures	and	use	a	carrot	and	stick	approach	to	rent	distribu-
tion,	which	 ensures	 that	 recipients	 of	 State	 assistance	 reciprocate	
by	meeting	established	performance	targets	and	quickly	eliminating	
assistance	when	targets	are	not	met.		

In	sum,	Africa	has	done	well	in	many	respects	but	growth	has	not	led	
to	development	as	the	continent	continues	to	face	serious	economic	
and	social	challenges	that	require	urgent	action,	especially	in	terms	
of	gaps	in	human	and	physical	capital,	institutions,	governance	and	
leadership.		Nonetheless,	wrong	and	often	externally	generated	poli-
cies	have	hobbled	Africa’s	economic	transformation	and	prevented	
growth	from	resulting	in	development	in	the	continent.		But	the	re-
cent	economic	performance	across	the	continent	gives	a	reason	for	
optimism	in	an	Africa	that	is	rising.		

Furthermore,	 although	 growth	 can	 occur	 in	many	ways	 there	 are	
common	elements	that	must	be	present	to	make	it	strong,	sustain-
able	 and	 empowering,	 which	 is	 what	 development	 entails.	 Africa	
can	benefit	from	success	stories	and	best	practices	in	transforming	
growth	into	development.	This	 is	particularly	important	in	learning	
how	 to	use	 the	market	 as	 a	 supplementary	means	of	maintaining	
efficiency	and	motivating	economic	agents	and	 in	promoting	rapid	
and	sustained	growth	with	equity	which	is	the	essence	of	economic	
empowerment	 and	 should	 form	 the	 basis	 of	 an	 African	 economic	
miracle.		But	more	fundamentally,	Africans	must	believe	in	the	pos-
sibility	of	an	African	economic	miracle,	learn	from	best	practices	and	
do	what	is	necessary	to	make	it	happen.	
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In	 the	 final	 analysis,	 transforming	 growth	 into	 development	 in	Af-
rica	 will	 require	 a	 developmental	 State	 underpinned	 by	 visionary	
leadership,	efficient	bureaucracy	and	sound	development	strategies	
and	plans.		Indeed,	strategic	multi-year	development	plans	will	help	
translate	visions	into	results.	These	are	crucial	elements	for	moving	
from	growth	to	development	and	these	are	central	to	the	African	de-
velopment	message	of	ECA	which	has	been	effectively	championed	
by	Mr.	Abdoulie	Janneh	as	Executive	Secretary	of	ECA.
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Introduction
The	advent	of	the	Washington	Consensus	in	the	1980s	and	the	adop-
tion	 of	 reforms	 under	 the	 structural	 adjustment	 programes	 (SAP)	
constituted	a	major	break	in	development	economics	tradition	and	
the	ideas	put	forth	by	the	pioneers.	 	 In	fact,	whereas	the	develop-
ment	economics	 tradition	had	stressed	structural	changes	and	the	
role	of	the	State,	from	then	onwards	the	agenda	of	the	new	develop-
ment	economics	 tradition	 that	 the	Washington	Consensus	 tries	 to	
initiate	 puts	 emphasis	 on	 the	 great	macroeconomic	 balances	 and	
the	regulatory	role	of	the	market.		However,	this	theoretical	change	
has	been	subject	to	major	criticisms.	First	of	all	these	criticisms	were	
theoretical	and	many	economists	questioned	this	intention	to	stand-
ardize	the	development	field	by	imposing	the	approaches	and	con-
cerns	of	modern	economics.	The	criticism	was	strengthened	by	the	
relatively	poor	results	of	the	economic	reforms	undertaken	by	devel-
oping	countries	within	 the	 framework	of	adjustment	programmes.	
The	 results	 were	 such	 that	 the	 Asian	 countries	 which,	 known	 for	
practically	rejecting	the	new	development	project	supported	by	the	
new	prophets	and	pursuing	the	original	development	economics	tra-
dition,	achieved	better	results	and	provided	the	world	economy	with	
successive	generations	of	emerging	countries.

In	spite	of	its	limitations	and	the	criticisms,	development	economics	
remained	marked	in	the	1990s	and	2000	by	the	Washington	Consen-
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sus.	In	fact,	it	was	a	weak	consensus	different	from	the	radical	strain	
which	pre-dominated	the	first	structural	adjustment	programmes	of	
the	1980s.	From	then	on,	the	new	versions	of	the	consensus	brought	
in	the	institutional	aspect	of	development	and	emphasized	the	gov-
ernance	and	poverty	reduction	issues.		They	also	sought	to	initiate	a	
new	model	of	development	in	which	international	aid	would	be	the	
core	of	 the	poverty	 reduction	and	economic	growth	recovery	pro-
grammes.		While	this	new	consensus	has	helped	to	reduce	the	size	of	
the	external	debt	and	its	weight	on	the	public	finances	of	many	poor	
countries,	it	has	not	really	helped	to	bring	about	a	new	growth	and	
transformation	dynamics	in	most	developing	countries.

At	 the	 turn	of	 the	century,	development	economics	was	 in	a	diffi-
cult	situation.		The	euphoria	of	the	pioneers	had	long	deserted	the	
field	but	the	new	version	corrected	by	standard	economics	did	not	
help	 to	 strengthen	 the	 relevance	 of	 this	 discipline.	 Henceforth,	 a	
great	 unease	 and	 unrest	 reigned	 in	 this	 field	 of	 knowledge	 in	 the	
2000s.	 	 In	fact,	many	questions	were	asked	about	the	relevance	of	
this	 knowledge	which	 had	 broken	with	 its	 historic	 tradition.	 	 The	
doubts	emanated	from	various	sources.	First	of	all,	this	new	set	of	
lame	concepts	and	notions	were	unable	to	improve	understanding	
of	the	emergence	phenomenon	as	it	had	removed	the	question	of	
structural	 transformations	 from	 its	 theoretical	universe.	Moreover,	
normatively	speaking,	the	policies	and	choices	proposed	by	this	new	
consensus	did	not	help	countries	to	come	out	of	the	trap	of	the	ease	
and	leisure	economy	and	the	fragility	of	growth	at	a	time	when	coun-
tries	which	followed	the	model	of	the	pioneers	started	to	gradually	
emerge	from	the	trap	of	underdevelopment.	

We	can	assume	that	by	the	late	2000s	development	economics	was	
in	a	crisis	as	severe	as	that	of	the	late	1970s.		A	theoretical	analysis	
and	the	policies	show	the	greatest	difficulties	to	grasp	and	to	influ-
ence	the	transformations	going	on	in	the	developing	world.		Faced	
with	an	exuberant	developing	world	with	successive	generations	of	
developing	 countries	 the	 development	 economics	 was	 dumb	 and	
unable	 to	give	meaning	 to	and	make	 intelligible	 the	ending	global	
world.		Too	bad	that	at	the	time	the	developing	world	was	embarking	
on	innovation	and	political,	economic	and	social	change,	developing	
economics	appears	to	be	attached	to	the	old	oriental	schemes	at	the	
edge	of	the	margin	and	its	inability	to	open	up	to	the	world.	Develop-
ment	economics	was	marked	at	the	end	of	the	2000s	by	the	model	
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of	foreign	aid	that	became	the	privileged	vector	of	social	change	in	
the	developing	world.		In	this	model,	transformation	could	not	come	
except	from	the	outside	and	the	societies	cannot	secret	within	them-
selves	the	conditions	of	historic	processes.		These	analyses	recall	the	
orientalist	perceptions	that	have	long	supported	the	idea	of	closure	
of	the	margin	and	its	obscurity	to	social	change	and	to	modernity1.	

At	the	end	of	the	2000s,	development	economics	was	impossible	to	
understand.		So	too	was	to	analyze	the	transformations	of	globaliza-
tion	and	the	shattering	advent	of	 the	new	powers	 from	the	South	
that	put	an	end	to	the	world	inherited	from	the	2nd	World	War	and	
dominated	by	 the	 traditional	economic	powers.	Major	analyses	of	
these	new	transformations	were	made	emphasizing	the	end	of	the	
American	hegemony	inherited	from	the	fall	of	the	Berlin	wall	and	the	
advent	of	a	new	post-American	world	marked	by	 the	proliferation	
of	power	 centres	and	 the	 strategic	appearance	of	emerging	 coun-
tries2.		At	the	time	of	this	unprecedented	cracking	of	the	world	or-
der	and	 the	 increasingly	dynamic	 role	played	by	 the	BRICS	and	an	
increasing	number	of	emerging	countries,	development	economics	
was	shriveled	up	on	the	aid	model	and	change	from	the	outside.	The	
poverty	and	misery	of	these	analysis	schemes	were	responsible	for	
the	new	crisis	of	development	economics	and	its	marginalization	at	
the	end	of	the	2000s.

This	deadlock	of	development	economics	was	strengthened	by	the	
world	crisis	 from	the	autumn	of	2008	which	finally	challenged	the	
heritage	of	the	Washington	Consensus.		It	should	be	mentioned	that	
the	new	synthesis	between	the	neo-Keynesians	and	the	new	classic	
followers	which	dominated	the	macroeconomic	field	from	the	mid-
1990s	strengthened	the	Washington	Consensus	in	the	development	
economics	field.		The	convergence	between	the	heirs	of	Keynes	and	
of	Friedman	strengthened	the	belief	in	the	rationality	of	the	agents,	
the	efficiency	of	the	markets	and	the	stability	of	the	open	economic	
systems3.	This	synthesis	also	retook	the	central	assumption	of	ration-

1	 	See	sur	l’analyse	de	l’orientalisme	intellectuel	les	travaux	d’Edward	Saïd	and	particularly	
his	 founding	essay,	Orientalism.	L’Orientalisme.	L’Orient	créé	par	 l’Occident,	Seuil	Editions,	
Paris	1980.			
2	 	The	question	of	the	end	of	the	American	hegemony	and	the	advent	of	emerging	coun-
tries	was	subject	to	a	major	debate	and	analyses.	In	this	connection	see	the	essay	of	Fareed	
Zakaria,	The	post-American	world,	W.W.	Norton	&	Company,	2008.		
3	 	See	particularly	Hakim	Ben	Hammouda,	Nassim	Oulmane	and	Mustapha	Sadni	 Jallab,	
Crise	et	naufrage	des	économistes	?	Enquête	sur	une	discipline	en	plein	questionnement,	
Editions	De	Boeck,	Bruxelles,	2010.
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al	expectations	on	the	inefficiency	of	economic	policies.		It	also	forti-
fied	the	ongoing	consensus	on	development	economics	and	enabled	
the	aid	model	to	continue	despite	its	relatively	low	results.

The	world	financial	crisis	of	the	autumn	of	2008	had	many	different	
forms	of	effects	on	contemporary	economies.		First,	this	could	be	the	
end	of	an	era	of	the	great	moderation	that	the	world	economy	has	
experienced	since	the	1990s	with	a	controlled	inflation	and	relatively	
low	deficits.		In	fact,	the	global	world	experienced	a	new	era	marked	
by	growing	 incertitude	and	a	great	volatility.	 	These	developments	
questioned	the	theses	of	the	rationality	of	agents	and	the	efficiency	
of	markets	which	were	at	the	core	of	the	synthesis	between	classi-
cal	macroeconomics	and	the	neo-Keynesians.		The	crisis	of	the	sub-
prime	mortgage	crisis	showed	that	instability	is	the	core	of	financial	
capitalism	and	that	 the	markets	cannot	 face	the	financial	bubbles.	
Moreover,	the	turbulence	of	the	crisis	questioned	the	development	
model	 based	 on	 debt	 and	 the	 financial	 liberalization	 which	 were	
at	the	centre	of	the	growth	dynamics	in	developed	countries.	 	Fol-
lowing	this,	the	great	precepts	of	economic	policies	of	the	synthe-
sis	were	no	longer	on	the	agenda.		The	public	authorities	withdrew	
from	the	 reserve	 imposed	on	 them	by	 the	 standard	economy	and	
resorted	to	the	recovery	policy	in	order	to	prevent	the	transforma-
tion	of	this	great	recession	into	a	deflation.		Parallel	to	the	pursiness	
of	the	macroeconomic	precepts	of	the	synthesis,	the	crisis	led	to	the	
return	of	the	sectorial	policies	and	industrial	policy	was	no	longer	the	
pariah	of	public	policies.		Thus,	the	great	crisis	called	into	question	
the	 synthesis	 that	 dominated	 contemporary	macroeconomics	 and	
which	constituted	the	foundation	of	the	Washington	Consensus	that	
prevailed	within	the	developing	economics.

The	end	of	the	2000s	was	the	end	of	a	decade	for	development	eco-
nomics.	The	euphoria	of	the	early	years	was	only	a	far	remembrance	
and	the	standardization	of	this	rebel	field	by	the	standard	theory	was	
far	from	producing	convincing	results	 in	developing	countries.	This	
was	 a	 stifled	 and	marginalized	 discipline	 unfolding	 to	 us	whereby	
the	theoretical	base	inspired	by	the	synthesis	between	the	heirs	of	
Keynes	and	Friedman	was	carried	away	by	the	great	world	crisis..	

It	 is	 in	 this	 context	of	world	crisis	 that	we	are	experiencing	 today	a	
renewal	of	development	economics	and	the	management	of	a	new	
knowledge	on	development.		This	new	knowledge	is	marked	by	the	re-
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turn	to	the	tradition	of	the	founders	with	a	rehabilitation	of	the	struc-
tural	 questions	 and	 the	 economic	 transformations.	 	 But	 this	 return	
takes	into	consideration	the	recent	developments	of	economic	theory.

This	contribution	will	be	expressed	in	two	parts.		The	first	will	be	on	the	
impact	of	the	world	crisis	on	economic	theory	and	the	call	into	ques-
tion	of	the	synthesis	which	is	the	basis	for	the	Washington	Consensus	
which	dominated	development	economics	 in	 the	1990s	 and	2000s.		
The	second	will	emphasize	the	renewal	of	development	economics.	

Crisis and release of the new synthesis:
Parallel	 to	the	crisis	and	poor	results	of	the	aid-led	growth	model,	
the	great	crisis	of	the	autumn	of	2008,	particularly,	would	have	ma-
jor	affects	on	development	economics	by	questioning	the	synthesis	
at	the	base	of	this	soft	version	of	the	Washington	Consensus.	 	The	
financial	crisis	turned	into	a	recession	which,	without	the	recovery	
plan	of	the	most	important	countries	would	turn	into	a	deflation,	be-
came	the	crisis	of	the	economists.		The	economics	field	was	crossed	
by	one	of	the	most	important	debates	in	its	history	and	with	the	in-
ability	of	economists	to	foresee4	it.		The	question	was	what	was	the	
use	of	a	science	unable	to	foresee	the	upheavals	invading	its	field	of	
observation	and	analysis?	How	is	it	that	the	growing	sophistication	
of	economics	and	the	improvement	of	its	methods	did	not	make	it	
possible	for	it	to	sense	this	danger	threatening	the	world	economy?			
How	 can	 this	 discipline	proud	 to	have	escaped	 fom	 the	 social	 sci-
ences	to	come	the	new	science	moving	closer	to	the	natural	sciences	
fail	at	the	first	nature	test	to	it?	

In	our	analysis,	we	have	priviledged	the	assumption	which	empha-
sizes	the	developments	and	transformations	of	economics	since	the	
mid-1970s	which	 are	 the	 source	 of	 this	 inability	 of	 economists	 to	
grasp	the	these	growing	risks,	increasing	imbalances	and	explosion	
of	the	great	crisis	of	autumn	2008.		It	seems	to	us	that	profound	rea-
sons	are	in	the	liberal	counter	revolution	of	the	1970s	and	announce-
ment	of	the	death	of	the	ruler	of	Cambride	and	the	role	he	assigns	
the	 State	 in	 the	 regulation	 of	 trade.	 	 This	 counter	 revolution	was	
thereafter	to	pursue	the	dreams	and		the	utopia	of	Leon	Walras	to	

4	 	See	our	essay:	Hakim	Ben	Hammouda,	Nassim	Oulmane	and	Mustapha	Sadni,	Crise	nau-
frage	des	économistes	?,	Editions	De	Boeck,	Bruxelles	2010.
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make	economics	a	discipline	close	to	the	natural	sciences	and	which	
escapes	 the	meanderings	of	 the	social	 sciences.	After	 the	years	of	
radicalization,	like	all	revolutions,	the	heirs	of	Friedman	came	close	
to	those	of	Keynes	in	taking	into	account	the	role	and	weight	of	fail-
ures	and	rigidities	which	can	sometimes	alter	the	role	of	the	market.	
This	convergence	and	coming	together	of	enemy	friends	led	to	the	
synthesis	 which	 have	 dominated	macroeconomics	 for	 some	 years	
now.		The	synthesis	removed	the	great	debates	of	economics	in	fa-
vour	of	a	consensus	on	new	beliefs.		This	synthesis	has	strengthened	
the	convictions	around	the	efficiency	of	markets	and	their	ability	to	
reduce	all	the	imbalances	of	contemporary	economies.	 	They	have	
also	made	the	people’s	rationality	and	their	ability	to	make	a	good	
choice	of	the	concept	of	rational	expectations	the	core	of	contem-
porary	macroeconomics.		Thus,	this	synthesis	strengthened	the	fact	
that	the	era	of	the	big	breakdowns	is	over	and	that	nothing	can	af-
fect	the	functioning	of	modern	economies	except	certain	exogenous	
shocks	which	they	have	learnt	to	control.

The	crisis	of	the	1970s	and	the	rise	of	inflation	and	unemployment	
caused	the	return	in	force	of	the	1980s’	neo-liberal	trend	that	would	
gradually	supplant	Keynesianism.		The	defeat	would	be	total	in	the	
1980s	and	hence	people	would	talk	of	the	death	of	Keynes	following	
the	neo-liberal	counter-revolution	led	by	Friedman	and	the	new	gen-
eration	of	economists,	 the	upholders	of	classical	macroeconomics,	
still	more	radical	in	the	criticism	of	State	interventionism	and	in	the	
support	of	the	market.		The	revenge	and	the	coming	of	the	followers	
of	Friedman	and	the	supporters	of	the	new	classical	school	would	be	
responsible	for	the	coming	of	new	beliefs	and	new	convictions	in	the	
area	of	economic	thought.		In	particular,	the	assumption	of	market	
efficiency	would	dominate	the	economic	field	thus	removing	doubts	
on	the	limitations	of	the	market	and	its	inability	to	reduce	the	imbal-
ances	and	the	tensions	in	the	various	markets.		The	conviction	would	
dominate	economic	thought	in	spite	of	the	increase	in	the	number	
of	 economic	 crises	 since	 the	early	1980s.	 	 The	dominatiion	of	 the	
new	classical	followers	led	to	the	conviction	on	the	relevance	of	the	
models	 and	 choices	 of	 economic	 policy	maintained	 by	 developed	
countries	and	which	prioritized	inflation	reduction.	

Thus,	 the	 reconstruction	of	macroeconomics	 called	 for	by	 Sargent	
and	Lucas	vehemently	after	the	arrival	of	the	new	classic	followers	
were	made	based	on	the	radical	thinking	that	rejected	Keynesianism	
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at	the	end	of	the	intellectual	heritage	of	the	Cambridge	master5.	This	
new	research	programme	threw	back	to	the	ingnominies	of	history	
all	the	assumptions	inherited	from	Keynes	of	which	stiffness,	unfair	
competition	and	then	Philip’s	analysis	on	the	inverse	relationship	be-
tween	inflation	and	unemployment.	 	Henceforth,	the	new	classical	
thinkers	emphasized	the	hard	core	of	neo-classical	analysis,	especial-
ly	maximization	as	a	rule	of	behaviour	and	decision-making	among	
economic	agents	in	the	functioning	of	economies.	

On	their	part,	the	neo-Keynesian	economists	undertook	a	wide	re-
form	to	confront	the	neo-liberal	wave	and	this	wish	to	resume	the	
project	of	making	science	an	inheritance	from	Leon	Walras.	Thus,	the	
neo-Keynesians	undertook	the	revision	of	the	heritage	of	the	Cam-
bridge	master.	 	The	reform	of	this	heritage	and	the	renewal	of	the	
Keyns	would	go	in	two	directions.		The	first,	inspite	of	the		resistance	
from	some	radicals	the	neo-keynesians	would	accept	the	new	con-
cepts	which.constituted	the	body	of	the	economic	corpus,	of	which	
imbalance	 and	 exoectations.	 	 But	 at	 the	 same	 time,	 they	 contin-
ued	their	analysis	of	stiffness	and	imperfections	which	for	the	neo-
Keynesians	were	frictions	that	hinder	market	forces.from	achieving	
balance.	 Thus,	 the	 neo--Keynesians	 were	 interested	 in	 numerous	
imperfections	ranging	from	nominal	rigidities,	incentives	and	cost	of	
information		to	difficulties	of	the	credit	market.								

Gradually,	the	new	classical	thinkers	and	the	neo-keynesians	would	
enter	 a	 new	 synthesis	 that	 gradually	 dominated	 economic	 discus-
sions	and	economic	policy	action6.	 	This	convergence	would	be	ce-
mented	by	an	agreement	in	which	the		assumptions	and	uses	of	the	
first	dominated	the	field	of	macroeconomics	with,	in	particular,	bal-
ance	and	rational	expectation	whereas	the	second	group	succeeded	
in	integrating	the		rigidities	and	imperfections	in	models.		The	con-
vergence	was	not	limited	to	the	basic	assumptions	but	was	extended	
to	analysis	method	with	maily	the	adoption	of	broad	models,	with	
a	 system	of	 equations	 and	 an	 interest	 in	 stochastic	methods.	 The	
increasing	complexity	of	the	models	made	easy	by	technogical	de-

5	 	R.	Lucas	and	T.	Sargent,	After	Keynesian	economics,	After	the	Philips	curve:	persistence	
of	 inflation	 and	high	unemployment,	Federal	 Reserve	 bank	 of	 Boston	 conference	 volume,	
1978.
6	 	See	the	special	number	of	the	first	edition	of	the	American	economics	journal	:	Economic	
Association	dedicated	to	macroeconomics.	 	See	mainly:	Michaël	Woodford,	Convergence	 in	
macroeconomics:	Elements	of	 the	new	synthesis,	American	economics	 journal:	Macroeco-
nomics,	vol.	I,	n°1.
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velopments	and	mainly	the	progress	in	software	which	allowed	for	
more	and	more	complex	models	to	be	used.		The	apogee	of	this	con-
vergence	was	reached	in	the	adoption	of	new	stochastic	and	dynamic	
general		models	of	balance	known	as	DSGE	(going	by	the	anglo-saxon	
name	of	Dynamic	Sochastic	General	Equilibrium	models).

The	great	synthesis	between	the	neo-Keynesians	and	the	new	classi-
cal	thinkers	played	an	essential	role	in	the	macroeconomic	field	from	
the	mid-1990s	until	the	explosion	of	the	autumn	2008	crisis.	Then	
and	during	this	period	a	new	intellectual	environment	emerged	lead-
ing	to	the	coming	of	new	strong	beliefs	that	transformed	econom-
ics	and	strengthened	the	confidence	of	economists	in	the	ability	of	
the	economic	system	to	manage	without	much	difficulty	the	imbal-
ances	and	great	economic	fluctuations.	 	The	first	major	belief	and	
which	 right	 from	 the	 arrival	 of	 the	neo-classic	 counter	 revolution,	
at	 the	core	of	contemporary	macroeconomics,	 is	 the	 rationality	of	
the	agents.		It	is	a	strong	assumption	that	stipulates	that	the	agent	
should	 have	 all	 the	 necessary	 information	 and	 should	 be	 able	 to	
take	good	decisions	at	all	times	and	effect	the	most	efficient	arbitra-
tion.		The	rational	expectations	also	give	the	image	of	an	agent	able	
to	foresee	all	things	and	whose	investment	decisions	are	therefore	
perfectly	 rational7.	 	The	other	belief	about	which	economists	have	
long	been	 carefree	 is	 the	 stability	of	 the	economic	 system	and	 its	
ability	to	withstand	economic	fluctuations8.		The	exogenous	shocks	
mainly	linked	to	technological	changes	are	responsible	for	this.	 	Fi-
nally,	another	essential	element	helped	strengthen	the	confidence	of	
the	economists	in	the	system’s	ability	to	foresee	major	breakdowns.		
This	is	the	consensus	established	around	monetary	policies	and	their	
ability	to	emerge	from	the	lowest	points	of	the	economic	cycle.

These	beliefs	could	not	be	well	anchored	without	the	developments	
in	contemporary	economics	in	more	than	two	decades	which	rein-
forced	the	beliefs	of	the	economists	in	their	conviction	that	the	era	
of	major	breakdowns	had	finally	ended.	 	For	this	 it	 is	necessary	to	
cite	 two	main	 developments	which	 strengthened	 the	 economists’	
carefreeness	and	the	deep	conviction	about	the	coming	of	a	world	
whose	activities	resembled	the	flow	of	a	long	quiet	river	which	ex-
cludes	major	revolutions	and	breakdowns.		The	first	is	linked	to	the	
7	 	See	Paul	De	Grauwe,	Top-down	versus	bottom-up	macroeconomics,	Voxeu.org,	19	No-
vember	2009.
8	 	See	Axel	Leijonhufud,	Macroeconomics	and	the	crisis:	a	personal	appraisal,	Policy	In-
sight	n°41,	CEPR,	Novembre	2009.	
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great	 economic	moderation	 that	 characterized	 the	 big	 economies	
during	 the	 last	 two	decades9.	 	 It	was	 a	period	of	 great	macroeco-
nomic	stability	which	started	from	the	late	1980s.		This	moderation	
began	with	the	containment	of	the	inflationary	risk	which	began	in	
the	early	1980s	with	the	adoption	of	monetary	policies	in	most	de-
veloped	countries.		These	policies	succeeded	in	containing	the	strong	
inflation	of	the	1970s	and	it	was	excluded	for	many	years	from	the	
concerns	of	public	policies.

It	should	also	be	underscored	that	the	structural	changes	in	the	eco-
nomic	systems	of	developed	countries	contributed	to	this	big	moder-
ation	of	contemporary	economics.		In	fact,	from	the	1990s	there	was	
a	 deep	 transformation	 of	 these	 economies	with	 the	moving	 from	
manufacturing	to	services.		These	were	economies	based	on	knowl-
edge	and	had	been	responsible	for	major	productivity	gains	weighing	
on	prices	and	contributing	to	this	big	moderation	of	economies	and	
the	reduction	of	the	weight	of	fluctuations.		

Thus,	the	big	moderation	of	the	economies	of	the	developed	coun-
tries	strengthened	the	strong	belief	 in	the	ending	of	the	economic	
instability	and	many	people	even	predicted	the	end	of	economic	his-
tory	to	Fukuyama10.		It	was	a	new	era	for	economists	and	since	the	
beginning	of	the	1990s	the	study	of	economic	cycles	and	breakdowns	
did	not	have	the	emphasis	it	had	in	the	past11.		The	moderation	was	
explained	by	the	economic	policies	in	developed	countries	and	par-
ticularly	 the	 conduct	 of	 monetary	 policies	 which	 not	 only	 helped	
Keynesians	to	contain	inflation	but	helped	to	control	volatility	in	the	
financial	markets.		Thus,	the	economists	were	deeply	convinced	that	
from	their	research	and	following	the	big	cooperation	with	the	lead-
ers	of	public	policy	and	the	central	banks	and	ministers	of	finance	
contemporary	economics	had	re-entered	an	era	of	major	modera-
tion	and	had	finally	quitted	 the	era	of	modernity,	big	breakdowns	
and	major	crisis12.		A	new	post-modern	temporality	has	arrived	with	
individual	 responsibility	of	economic	agents	and	collective	respon-

9	 	See	mainly:
	 -	Daron	Acemoglu,	op.	cit.,	
	 -	Charles	Bean,	The	great	moderation,	the	great	panic	and	the	great	contraction,	mimeo,	
August	2009.
10	 	See	Luigi	Spaventa,	op.	cit.
11	 	See	notamment	Gregory	Mankiw,	The	macroeconomist	as	scientist	and	engineer,	The 
journal	of	economic	perspectives,	Fall	2006.
12	 	See	Barry	Eichengreen,	The	last	temptation	of	risk,	mimeo,	April	2009.
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sibility	of	economists	and	politicians	who	are	saving	our	world	from	
the	great	rifts	and	radical	dissentions.	

The	influence	of	this	synthesis	is	not	limited	to	the	macroeconomic	field	
or	financial	theories	but	extends	to	development	economics	where	it	of-
fers	the	soft	theoretical	foundations	of	the	Washington	Consensus.	The	
beliefs	of	the	synthesis	has	also	led	to	their	extension	to	the	develop-
ment	field	with	the	rationality	of	the	agents,	the	market	efficiency	and	
limited	State	interventionism	in	order	to	correct	the	mistakes.

But	the	crisis	came	to	call	into	question	this	synthesis	between	the	
new	classics	and	the	neo-Keynesians	and	to	open	a	new	era	of	re-
newal	of	the	economic	field	and	its	reconstruction.	This	project	at-
tracted	a	lot	of	contributions	and	suggestions	in	order	to	renew	the	
field	of	analysis.	 	The	crisis	announced	the	return	of	the	big	oppo-
sitions	and	big	divergences	 in	the	camp	between	the	new	classical	
thinkers	and	the	other	neo-liberals	who	maintained	their	support	for	
the	market	efficiency	macroeconomics	and	for	those	returning	to	the	
great	Keynesian	tradition	and	the	source	of	the	instability	of	the	fun-
damental	concept	of	economics.

Indeed	it	is	premature	to	decide	on	the	new	ways	of	macroeconom-
ics	 and	 the	 great	 directions	 of	 the	 ongoing	 renewal.	 	 But	 already,	
there	is	a	series	of	major	projects	that	scientists	have	started	in	or-
der	to	bring	economics	out	from	its	crisis.		The	first	direction	is	con-
sideration	of	 the	 failures	 and	 rigidities.	 	We	 should	 recall	 that	 the	
neo-liberal	revolution	of	the	new	classical	thinkers	in	the	late	1970s	
succeeded	in	removing	the	failures	and	imposing	the	old	model	of	
Leon	Walras	of	perfect	competition	and	 impeccable	 functioning	of	
the	economy.		That	analysis	was	reviewed	by	the	neo-Keynesians	and	
the	synthesis	agreed	to	reintroduce	the	failures	into	the	economists’	
area	of	study.		Yet	this	return	to	the	failures	remained	weak	and	the	
functioning	of	economics	remained	the	rule	of	the	economic	mod-
els.	 	 Then	 the	current	 crisis	 showed	 the	magnitude	of	 the	 failures	
and	the	role	that	they	can	play	in	deepening	imbalances.		Thus,	the	
failures	and	the	ongoing	rigidities	should	play	a	more	important	role	
in	the	works	of	economists.		They	should	henceforth	be	at	the	core	
of	the	analysis	of	decentralized	economies13.									

13	 	See	Paul	Krugman,	op.	cit.
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Another	 issue	 in	 the	 ongoing	 renewal	 concerns	 the	 excessive	 as-
sumptions	of	the	rational	expectations	of	the	agents.		This	assump-
tion	put	fort	by	Mute	in	1961	was	rediscovered	by	the	new	classical	
thinkers	and	once	again	became	the	core	of	economic	study	since	
the	renewal	of	late	1970s.		It	proposes	that	agents	should	have	all	the	
information	and	take	rational	decisions.	 	This	assumption	excludes	
that	 the	 agents’	 exuberance	 and	 the	 excessive	 risks	 that	 could	 be	
taken	and	that	could	cause	a	big	instability	of	the	economic	system.		
This	 assumption	 is	 now	under	 the	 crossfire	of	 critics	 and	of	many	
economists	 that	 the	 renewal	of	 economic	 study	would	 come	with	
the	relaxation	of	this	assumption.	Paul	de	Grauwe	thinks	that	new	
macroeconomics	 should	 be	 built	 be	 through	 the	 assumption	 that	
the	agents	have	only	a	limited	access	to	knowledge	and	information,	
which	explains	the	euphoria	in	the	markets14.		Krugman	also	stresses	
that	it	is	necessary	to	abandon	this	assumption	because	agents	are	
not	as	rational	as	the	economists	would	allege.		The	study	of	limited	
rationality	of	agents	could	be	inspired	by	the	works	of	the	behaviour-
al	school	and	particularly	the	Nobel	price	works	of	George	de	Akerlof	
and	Robert	Shiller.	These	authors	and	the	behavioural	school	revived	
Keyne’s	notion	of	animal	spirits	that	can	affect	the	behaviours	of	eco-
nomic	agents	and	therefore	limit	their	rationality15.	 	These	authors	
and	the	behavioural	school	stressed	the	limit	of	human	knowledge	
which	 is	 responsible	 for	 the	 incertitude	 and	 economic	 instability.		
From	 this	 point	 of	 view	macroeconomy	 renewal	must	 be	 through	
adoption	of	information	limitations	for	the	agents	and	consequently	
by	their	limited	rationality.	

The	efficiency	of	the	markets	is	another	major	assumption	of	macro-
economic	synthesis	subject	to	criticisms.	This	assumption	dominated	
the	works	of	Eugene	Fama	and	the	entire	school	of	Chicago.			And	the	
current	crisis	has	shown	the	limitation	of	this	assumption,	the	exu-
berance	and	irrationality	of	financial	markets.	It	is	also	subject	to	nu-
merous	criticisms	and	challenges16.	At	this	level,	it	seems	to	us	today	
that	the	rediscovery	of	the	works	of	Minsky	and	particularly	of	the	

14	 	Paul	De	Grauwe,	Warring	economists	are	carried	along	by	the	crowd,	The	economist,	
edition	of	22	July	2009.	
15	 	See	mainly:	George	A.	Akerlof,	Les	esprits	animaux.	Comment	les	forces	psychologiques	
mènent	la	finance	et	l’économie,	Editions	Pearson	Education,	Paris	2009.
16	 	See	mainly:
	 -	Paul	de	Grauwe,	op.	cit.,
	 -	Paul	Krugman,	op.	cit.	
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instability	of	financial	markets	is	necessary	for	better	understanding	
of	the	functioning	of	contemporary	economics17.

The	renewal	of	macroeconomics	should	also	be	through	considera-
tion	of	instability	and	uncertainty	up	to	the	rejection	of	the	econom-
ics	field	of	study.		In	fact,	the	belief	was	strong	that	the	rationality	of	
the	agents	and	the	efficiency	of	markets	were	enough	to	remove	the	
uncertainty	and	instability.	 	There	was	the	conviction	that	the	fluc-
tuations	were	henceforth	internally	generated	and	could	not	be	from	
the	processes	of	a	rational	system	that	has	matured.		But	the	current	
crisis	also	showed	what	would	result	from	a	system’s	instability	and	
the	great	 fragility	of	economics	being	subjected	to	major	stresses.		
The	macroeconomics	renewal	should	solidly	take	into	consideration	
the	 instability	of	 the	economic	and	external	systems	which	should	
henceforth	become	totally	internally	generated	and	come	from	the	
very	functioning	of	economics18.

The	other	issue	is	that	concerning	State	intervention	and	economic	
policies.	 	 The	neo-liberal	 revolution	and	 the	new	classical	 thinkers	
challenged	the	economic	policies	during	the	1970s	through	the	as-
sumption	of	rational	expectations	of	agents.		In	fact,	these	analyses	
showed	that	economic	policies	only	had	limited	effects	as	the	well	
informed	agents	 capable	of	 foreseeing	 the	 future	would	not	 react	
to	the	incentives	of	economic	policies.		The	only	economic	policies	
tolerated	by	this	neo-liberal	radicalism	are	the	monetary	ones	that	
should	help	public	authorities	to	manage	shocks	and	economic	fluc-
tuations.	 	 Then,	 the	 crisis	 and	 the	 challenge	of	 the	assumption	of	
perfect	rationality	of	agents	opened	the	way	for	the	return	of	eco-
nomic	policies.		In	addition,	these	are	no	longer	limited	to	monetary	
policies.	 	 The	 fear	 of	 transformation	 of	 recession	 into	widespread	
deflation	opened	the	way	for	the	return	of	fiscal	policies	and	recom-
mendations	of	Keynes’	policies	whose	death	Robert	Lucas	and	the	
new	classical	followers	announced	in	the	early	1980s.		

In	the	end,	a	final	way	in	the	economic	field’s	renewal	seems	to	be	
the	choice	of	opening	up	to	other	human	social	science	disciplines.		
Thus,	 many	 were	 happy	 that	 Ben	 Bernanke,	 current	 Governor	 of	
the	FED	was	a	specialist	of	economics	history,	particularly	history	of	

17	 	See	mainly:	H.	P.	Minsky,	The	financial	instability	hypothesis,	Working	paper	n°74,	The	
Jerome	Levy	economics	institue	of	Bard	College,	1992.
18	 	See	espcially	Paul	de	Grauwe,	op.	cit.
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the	1929	crisis.		Knowledge	of	history	would	arguably	enable	him	to	
measure	the	risks	of	 the	current	crisis	and	to	take	good	decisions.		
This	is	the	case	for	the	rescue	policy	for	the	big	banks	and	the	refla-
tion	programmes.		This	explains	why	many	now	call	for	opening	the	
economic	field	to	history.		But	this	call	for	opening	the	economic	field	
is	not	limited	to	history	but	includes	other	disciplines	like	sociology	
for	better	understanding	of	the	agents’	behaviour	and	the	politician’	
to	analyse	political	factors	in	the	functioning	of	modern	economies19.	

Thus,	 failures,	 limited	 rationalities	of	agents,	market	 inefficiencies,	
instability,	uncertainty,	return	of	politics	and	opening	up	to	other	so-
cial	science	disciplines	are	at	the	core	of	the	renewal	of	macroeco-
nomics	and	the	economic	field	in	general.	 	These	directions	sketch	
for	us	the	contours	of	an	economic	universe	as	the	opposite	extreme	
of	that	inherited	from	the	new	classical	thinkers	and	the	other	neo-
liberals.	 	As	to	perfect	competition	failures	are	compared	to	rigidi-
ties.	As	 to	 the	perfect	 rationality	of	agents	preference	goes	 to	 the	
agents	that	do	not	have	all	the	information	and	are	able	to	take	the	
most	extraordinary	risks.	As	to	stability	of	economic	systems	prefer-
ence	goes	to	instability,	complexity	and	even	chaos.	As	to	the	market	
and	its	ability	to	reduce	the	imbalances	the	State	is	opted	for	in	order	
to	face	the	agitations	and	uncertainties.	 	And	as	to	a	disembodied	
economy	it	 is	preferable	to	run	to	history,	social	contingencies	and	
the	policy	decisions	of	the	agents.	

Thus,	effort	is	being	made	today	by	the	economists	to	understand	and	
analyse	a	world	in	total	break-up	with	synthesis.		It	is	a	world	where	
the	failures,	the	rigidities,	the	decisions	and	contingencies	abound.		
The	world	is	completely	different	from	that	inherited	from	synthesis	
and	marked	by	radical	rationality	of	agents,	perfect	competition	and	
efficiency	markets.		This	change	of	the	universe	will	not	be	without	
effects	on	the	future	of	economic	studies	and	this	discipline	which,	
for	centuries,	has	been	looking	for	how	to	join	the	natural	sciences.		
First	of	all,	economics	will	break	with	this	obsession	of	making	a	sci-
ence	which	has	interested	it	since	Leon	Walras	and	the	beginning	of	
the	20th	century.		Henceforth,	the	place	of	economics	will	be	in	the	
social	sciences	where	imperfection,	uncertainties	and	imbalance	are	
the	rules	of	operation20.		But	this	change	will	also	affect	the	method	
19	 See	Charles	Wyplosz,	op.	cit.,
20	 	See	mainly:	
	 -	Robert	Skidelsky,	Economists	clash	on	shifting	sands,	Financial	Times,	Edition	of	10	June	2009,	
	 -	The	Economist,	op.	cit,	
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of	economics	which	must	be	off	from	the	normative	approaches	and	
adopt	the	analytical	attitudes	aimed	at	clarifying	the	functioning	of	
contemporary	economics	and	the	imbalances	it	generates.		

This	crisis	of	the	synthesis	and	this	commotion	in	the	economic	field	
will	 have	 an	 impact	 on	 development	 economics	 and	 will	 help	 to	
question	the	loose	consensus	which	has	dominated	this	discipline	in	
the	wake	of	the	synthesis.

Crisis and turmoil of the reflection on 
development
Development	 economics	 will	 be	 touched	 by	 the	 transformations	
which	have	shaken	 the	macroeconomic	field	 following	 the	current	
crisis.		In	fact,	challenging	the	great	beliefs	and	broad	outlines	that	
marked	the	economic	field	and	which	are	at	the	core	of	the	synthesis	
has	extended	to	the	area	of	development	and	will	be	the	source	of	
another	 reworking	of	 this	discipline.	 	Development	economics	will	
break	with	the	Washington	Consensus	which	has	dominated	it	since	
the	debt	crisis	and	is	nearing	its	original,	structuralist	and	interven-
tionist	tradition.	 	Since	then	the	market	and	competition	have	fea-
tured	well	 in	development	economics	and	were	the	ideas	of	struc-
tural	 transformation	and	the	 failures	which	 retook	 their	 legitimate	
place	in	development	study.	

Development	economics	experienced	turmoil	during	the	crisis	and	
several	economists	contributed	to	that21.		In	spite	of	their	difference,	
the	debates	joined	to	highlight	the	breathlessness	of	the	Washing-
ton	Consensus	 and	 the	 crisis	 of	 development	economics	 after	 the	
world	crisis.		Robert	Zoellick,	then	President	of	the	World	Bank,	was	
one	of	the	first	to	draw	up	a	diagnosis	without	making	concessions	
on	the	state	of	 this	discipline.	 	The	role	played	by	the	Washington	
institution	in	the	formulation	and	hegemony	of	the	consensus	which	
bears	its	name	probably	explains	the	virulence	of	his	comment.		In	a	
speech	made	before	the	students	of	the	University	of	Washington,	
R.	Zoellick	established	the	fact	of	the	failure	of	this	discipline	which	
was	 unable	 to	 help	 countries	 to	 draw	up	 the	 necessary	 strategies	

21	 See:	 R.	 Kanbur,	 The	 crisis,	 economic	 development	 thinking,	 and	 protecting	 the	 poor,	
World	Bank,	Washington,	2009.
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to	achieve	the	objectives	of	the	millennium22.		However,	more	than	
the	fact	was	analysis	of	the	reasons	of	this	failure	that	is	the	impor-
tant	thing.		And	there	the	President	of	the	World	Bank	was	without	
concessions.		The	ills	of	development	economics	came	from	its	arro-
gance	and	blindness	by	the	certainty	in	the	horizon	of	the	economy	
which	had	thought	it	could	build	a	common	scientific	know-how	in	
the	natural	sciences	capable	of	controlling	all	the	uncertainties	and	
turbulence	in	the	real	world.	The	strong	belief	in	the	existence	of	a	
single	way	to	development,	in	this	case,	the	adjustment	programmes	
and	the	Washington	Consensus	was	another	child	illness	of	develop-
ment	that	economics.	And	the	former	President	of	the	World	Bank	
was	not	 soft	with	 the	Bank’s	old	belief	 and	 stressed	 in	his	 speech	
that”	 it	was	no	 longer	a	matter	of	 the	“Washington	Consensus”.	 It	
was	no	longer	possible	to	apply	to	the	whole	world	a	political	econo-
my	designed	in	a	single	city”.

Other	contributions	also	highlighted	the	crisis	of	development	eco-
nomics.	 	 For	Nancy	 Birdsall	 and	 Francis	 Fukuyama	 the	 breathless-
ness	 of	 the	Washington	 Consensus	 and	 the	 crisis	 of	 development	
economics	were	older	and	dated	back	 to	 the	apogee	of	 the	Asian	
model	in	the	1990s23.		They	continued,	saying	that	even	if	capitalism	
did	not	 fall	 into	question	 in	 the	 current	 crisis,	 certainly	would	 the	
free	market	model	that	was	at	the	core	of	the	Washington	Consen-
sus.		For	their	part,	Dani	Rodrik	and	Mark	R.	Rosenzweig	stressed	the	
will	of	 the	Washington	Consensus	 to	reduce	the	various	situations	
to	simple	issues	and	to	a	single	way	that	were	at	the	centre	of	the	
development	economics	crisis24.		The	crisis	of	this	discipline	was	also	
highlighted	by	Justin	Lin,	former	economist	and	head	of	the	World	
Bank,	who	stressed	 the	weakness	of	 the	 results	of	 the	developing	
countries,	particularly	those	that	applied	on	the	ground	the	recom-
mendations	 of	 sister	 organizations	 of	Washington	 as	 compared	 to	
countries	 that	 sought	 to	explore	alternative	ways.	 	 It	 required	 the	
definition	of	a	new	paradigm	which	while	being	part	of	the	structur-
alist	tradition	of	development	economics	was	searching	for	ways	of	
renewing	the	foundations.

22	 	Robert	B.	Zoellick,	Democratizing	development	economics,	Georgetown	University,	29	
September	2010.	
23	 	 See	Nancy	Birdsall	 and	 Francis	 Fukuyama,	 The	Post-Washington	Consensus.	Develop-
ment	after	the	crisis,	Foreign	Affairs,	March-April,	2011.	
24	 	Dani	Rodrik	and	Mark	Rosenzweig	and	several	economists,	Development	policy	and	de-
velopment	economics	:	an	introduction,	in	Dani	Rodrik	and	Mark	Rosenzweig	(editors),	Hand-
book	of	development	economics,	Elsevier	and	North	Holland,	2010.	 
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For	his	part,	F.	Falsey	Rogers	emphasized	that	the	current	crisis	was	
responsible	 for	 calling	 into	 question	 the	 market	 fundamentalism	
which	dominated	development	economics	since	the	198025	debt	cri-
sis.		But	even	if	this	current	has	lost	its	influence	at	the	turn	of	the	
century,	 it	 has	 kept	 its	 hegemony	 and	 the	Washington	 Consensus	
has	remained	at	the	heart	of	development	economics.		Indeed,	this	
supremacy	was	affected	by	competition	from	the	Asian	model	and	
the	poor	results	of	the	countries	which	set	up	structural	adjustment	
programmes	did	not	obstruct	the	fact	that	the	world	crisis	was	to	put	
the	consensus	into	question	again	by	attacking	its	theoretical	foun-
dations,	especially	the	synthesis.

The	theoretical	commotion	within	the	post-crisis	development	eco-
nomics	was	marked	by	a	dual	concern.	 	The	first	concerns	the	de-
construction	 of	 the	 pillars	 of	 the	Washington	 Consensus	which	 in	
the	wake	of	the	synthesis	dominated	the	field	of	development	and	
inspired	the	development	policies	and	strategies.		After	this,	econo-
mists	tried	to	sketch	the	outlines	of	the	new	development	economics	
which	was	showing	up	after	the	world	crisis.		

The	deconstruction	of	development	economics	which	prevailed	since	
the	early	1980s	underscored	the	emergence	of	a	new	intellectual	en-
vironment	after	the	crisis	which	emphasized	the	market	failures	and	
the	even	more	marked	failures	in	the	functioning	of	modern	econo-
mies.		The	criticism	also	affected	the	strong	assumption	of	a	big	mod-
eration	of	the	economic	environment	 in	developing	countries	with	
an	improvement	of	the	great	balances	and	a	big	fall	in	inflation.		This	
progress	was	due	to	a	big	improvement	in	macroeconomic	manage-
ment	 in	most	developing	countries.	 	This	big	moderation	removed	
the	era	of	great	uncertainties	and	the	big	breakdowns	and	opened	
a	new	era	of	strong	stability	of	world	economy.		However,	this	mod-
eration	was	responsible	for	the	abandonment	of	the	counter-cyclical	
policies	and	increasingly	justifies	the	assumption	of	a	great	neutrality	
of	economic	policies	supported	the	classical	counter-revolution	since	
the	late	1970s.		And	the	current	crisis	opened	a	new	era	in	the	func-
tioning	of	economies	and	put	again	into	question	the	assumption	of	
a	big	moderation	with	 the	greatest	 volatility	of	agricultural	prices,	
cost	of	energy	and	costs	in	the	financial	markets26.		These	develop-

25	 	See	F.	Halsey	Rogers,	
26	 	See	F.	Halsey	Rogers,	op.	cit.,	
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ments	were	responsible	 for	 the	return	of	economic	policies,	espe-
cially	sectoral	policies	in	development	economics.				

The	 financial	 crisis	 and	 the	 strong	 aversion	 with	 regard	 to	 the	 fi-
nancial	model	 that	dominated	the	economic	field	extended	to	the	
development	economics	field	and	were	responsible	for	greatly	chal-
lenging	the	financial	reforms	recommended	by	the	Bretton	Woods	
institutions	 from	the	1990s.	 	Nancy	Birdsall	 and	Francis	Fukuyama	
stressed	that	one	of	the	strong	ideas	of	the	Washington	Consensus	
was	that	the	developing	countries	could	benefit	from	the	movement	
of	capitals	which	could	contribute,	with	the	movement	of	goods	and	
services,	to	a	great	efficiency	of	markets27.	 	This	belief	 led	the	IMF	
to	push	for	the	developing	countries	to	open	their	frontiers	to	the	
movement	of	IDE	and	particularly	to	financial	movements.		Howev-
er,	the	Asian	crisis	of	1997	triggered	the	alarm	on	the	destabilizing	
role	of	financial	 liberalization	combined	with	a	deregulation	of	the	
financial	 sector.	 	Nevertheless,	 this	warning	shot	did	not	 lead	 to	a	
major	change	in	the	movement	of	reforms	recommended	by	the	IMF	
to	developing	countries	and	the	liberalization	of	the	capital	account	
continued	to	be	part	of	the	priorities	even	though	it	might	be	linked	
to	the	establishment	of	a	sufficiently	solid	regulation	system.		With	
the	world	crisis	Nancy	Birdsall	and	Francis	Fukuyama	stressed	that	
the	fetishism	of	foreign	finance	became	a	mirage.		The	countries	that	
had	liberalized	their	financial	markets	the	most	had	deeper	crisis	and	
had	suffered	the	strongest	lash	of	the	whip	of	world	finance	owing	to	
the	strong	connection	between	the	financial	markets	and	the	power	
of	the	effects	of	transmission.		From	then	onwards,	a	more	prudent	
attitude	took	over	in	global	finance	in	developing	countries	and	led	
to	an	major	change	of	attitude.

The	world	 crisis	 opened	 a	 new	era	 not	 only	 in	 economic	 theories	
but	also	in	development	study.	Since	then	a	post-crisis	development	
economics	was	taking	shape	and	breaking	down	with	regard	to	the	
Washington	 Consensus	 which	 dominated	 this	 discipline	 since	 the	
debt	 crisis	 in	 the	1980s.	 	 Several	 authors	have	 tried	 to	 sketch	 the	
rebirth	contours	of	this	discipline.		The	debate	on	the	new	develop-
ment	know-how	has	two	dimensions.		The	first	linked	to	the	princi-
ples	and	 foundations	 that	 should	govern	development	economics.	
The	second	linked	to	its	content	and	the	new	policies	to	be	drawn	up.		

27	 	Nancy	Birdsall	and	Francis	Fukuyama,	op.	cit.	
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Robert	Zoellick	was	one	of	 the	first	 to	call	 for	 the	 founding	of	de-
velopment	economics	on	new	principles28.		The	first	of	these	is	the	
humility	of	economists	who	should	agree	on	the	complexity	of	our	
world	 and	 the	 difficulty	 of	 the	models	 to	 take	 account	 of	 the	 un-
certainties	and	 the	growing	 risks	 that	 threaten	 the	 stability	of	 the	
global	system.		The	second	is	the	refusal	of	“intellectual	orthodoxy”	
and	the	recognition	of	many	ways	and	means	of	attaining	economic	
modernity.		This	plurality	of	ways	has	been	exemplified	by	the	emer-
gence	of	 the	BRICS	who	have	 followed	 individual	ways	 to	become	
the	new	global	economic	powers.		And	the	former	President	of	the	
World	Bank	added	that	experiences	which	yield	good	results	should	
be	observed	in	New	Delhi,	Sao	Paolo,	Peking,	Cairo	or	Accra.		Expe-
rience	can	lead	to	a	consensus	but	that	should	be	anchored	firmly	
and	be	broadly	supported.			Finally,	in	his	keynote-speech	the	Presi-
dent	of	the	World	Bank	stressed	the	new	priorities	of	his	institution	
in	this	area	which	was	a	better	understanding	of	conditions	of	eco-
nomic	transformations,	expansion	of	opportunities,	response	to	the	
vulnerabilities,	greater	efficiency	of	the	Bank	operations	and	greater	
participation	of	the	development	actors.		These	are	the	goal	lines	of	
a	programme	whose	objective,	according	to	Robert	Zoellick,	was	to	
demystify	and	democratize	development	economics.	

Modest	and	pluralist	ideas	are	also	tne	core	of	the	proposals	of	Dani	
Rodrik	for	building	new	knowledge	on	post-crisis	development29.		It	
requires	a	greater	modesty	by	economists,	especially	as	they	try	to	
generalize	the	development	models	to	countries	with	different	his-
toric	experiences	and	plural	political	and	historic	trajectories.		Dani	
Rodrik	 emphasizes	 the	 need	 to	 take	 account	 of	 the	 complexity	 of	
situations	in	developing	countries	and	therefore	to	avoid	intellectual	
orthodoxy	and	simplistic	responses.	But,	his	most	important	contri-
bution	 in	 the	 formulation	of	 the	new	knowledge	principles	on	de-
velopment	is	linked	to	the	opening	up	of	this	discipline	to	societies	
and	particularly	to	political	contests.		In	fact,	the	developing	world	is	
marked	by	 this	 strong	connection	between	the	political,	economic	
and	 social	 spheres	 which	 requires	 a	 wider	 vision	 of	 development	
and	to	institute	in	global	dynamics	which	takes	politics	into	account.		
Tacking	 account	 of	 politics	makes	 development	 economics	 unique	
and	therefor	differentiates	it	from	standard	economics.		Dani	Rodrik	
sees	development	economics’	taking	politics	into	account	as	its	em-

28	 	Robert	Zoellick,	op.	cit.	
29	 	Dani	Rodrik	and	Mark	Rosenzweig,	op.	cit.	
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phasis	 of	 the	 issue	 of	 economic	 governance.	 This	methodological	
proposal	revives	the	original	grand	tradition	of	development	which	
has	always	sought	to	understand	the	reality	of	the	developing	world	
in	 the	 interaction	between	different	 social,	 economic	 and	political	
dimensions.	But	at	the	same	time	it	differentiates	itself	from	the	tra-
dition	of	 the	 founders	by	 limiting	 the	politician	 to	 the	question	of	
governance	and	 thus	by	 clearing	 the	 interests	 and	 conflicts	 at	 the	
core	of	the	political	economy	tradition.

This	return	to	the	original	tradition	of	development	economics	into	
the	methods	will	be	through	a	broad	consensus	on	the	importance	
of	structures	in	the	analysis	of	traditional	economies.	 	It	should	be	
recalled	that	structures	and	structural	change	were	at	the	core	of	the	
concerns	of	 the	founding	fathers	who	since	the	departure	empha-
sized	that	development	was	the	product	of	structural	blockages	 in	
the	accumulation	process.		Then	these	methodological	assumptions	
were	abandoned	with	the	Washington	Consensus’	hegemony	which	
in	 the	 tradition	 of	 the	 synthesis	 emphasized	 the	 macroeconomic	
questions	and	the	agents’	expectations.		Consideration	of	the	struc-
tures	is	limited	to	its	weak	dimension	which	concerned	the	market	
failures.			

Then	the	new	knowledge	on	development	in	gestation	features	the	
return	of	structural	analyses	with	a	large	number	of	authors	such	as	
Dani	Rodrik	or	F.	Halsey	Rogers.		Justin	Lin	calls	for	the	reconstruc-
tion	of	a	new	structuralist	economy	if	the	objective	of	developments	
remains	 the	gradual	developments	 in	granting	 the	 factors	 to	over-
take	 the	 blockages	 and	 in	 order	 to	 increase	 productivity	 and	 per	
head	income.		However,	this	new	structuralism	differs	from	that	of	
the	founding	fathers	in	many	aspects.		Indeed,	according	to	Justin	Li	
the	new	and	the	old	and	the	new	structuralisms	recognize	the	struc-
tural	 differences	between	 the	developed	 countries	 and	 the	devel-
oping	ones.as	well	as	 the	active	 role	of	 the	State	 in	 the	economic	
transformation	and	in	transition	from	one	stage	of	development	to	
another	 higher	 one30.	 However,	 both	 structuralisms	 are	 different	
as	 the	old	one	does	not	hesitate	to	recommend	strategies	 that	go	
against	comparative	advantages	of	countries	and	encourage	them	to	
develop	capital-intensive	industries	through	administrative	support	
and	a	high	price	distortion.	In	contrast,	the	new	structural	economics	
emphasizes	the	role	of	the	market	in	the	allocation	of	resources	and	

30	 	See	Justin	Lin,	op.	cit.	
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stresses	that	the	State’s	role	should	be	to	support	firms	in	industrial	
development	mainly	by	taking	account	of	the	externalities	and	the	
issues	of	coordination31.

Thus,	 in	terms	of	principles	and	method,	a	new	development	eco-
nomics	is	being	born	on	the	meanders	and	of	the	break-up	and	the	
resounding	failures	of	the	Washington	Consensus.		This	new	devel-
opment	economics	stresses	the	plurality	of	ways	and	diversity	of	pro-
cesses,	which	excludes	the	idea	of	a	single	response.		This	new	devel-
opment	economics	seeks	to	open	its	analysis	to	include	the	political	
aspects	of	and	consequently	grasp	the	complexity	of	realities	in	the	
developing	world,	which	makes	it	to	stand	out	in	the	economic	field	
and	to	give	it	the	status	of	a	true	social	science	compared	to	a	all	the	
projects	of	making	standard	economics	a	science.	At	 last,	 the	new	
development	economics	returns	to	the	tradition	of	the	founding	fa-
thers	by	making	structure	an	essential	issue	of	development	analysis	
and	economic	 transformations	 the	centre	of	development	policies	
and	strategies.		But	its	return	to	the	origins	is	not	dogmatic	and	is	far	
from	going	backwards	as	it	is	trying	to	consider	recent	developments	
of	the	theory	of	economics	and	particularly	the	role	of	the	market.	

The	field	of	reconstructing	development	economics	is	not	limited	to	
the	principles	and	method	but	also	extends	to	strategies	and	poli-
cies.		In	fact,	if	from	the	viewpoint	of	methods,	economic	transfor-
mation	becomes	the	essential	issue,	this	new	discipline	in	gestation	
will	have	to	determine	the	policies	and	tools	to	enable	it	to	push	the	
transformation	process	forward.		

This	new	vision	of	development	is	responsible	for	the	expansion	of	
the	 diversification	 problematic	 that	 stimulated	 a	 large	 number	 of	
methodological	works	and	developments	on	it	for	some	years	now32.		
This	new	literature	has	sought	first	to	enter	the	historic	continuity	of	
the	tradition	open	in	the	discussion	of	diversity.		The	second	direc-
tion	taken	by	this	theoretical	renewal	is	determining	the	conditions	
for	the	success	of	diversification	of	the	productive	structures	of	the	
economies.		From	this	point	of	view,	the	new	research	efforts	have	
an	incontestable	advantage	over	the	works	carried	out	in	the	1960s	
and	1970s	as	the	differentiated	experiences	of	the	developing	coun-

31	 See	Justin	Lin,	op.	cit.	
32	 	See	the	works	done	by	ECA	on	diversification,	mainly	by:	Hakim	Ben	Hammouda,	Ste-
phen	Karingi,	Angelica	Njuguna	and	Mustapha	Sadni	Jallab,	Growth,	productivity	and	diversifi-
cation	in	Africa,	Journal	of	productivity	analysis,	November	2009.
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tries	during	the	last	three	decades	are	a	major	field	for	research	and	
discussion.	 	 In	fact,	the	new	generation	of	research	are	working	to	
draw	the	lessons	of	historic	experiences	of	development	in	various	
subregions	to	enrich	thought	on	the	conditions	as	well	as	the	policies	
leading	to	successful	diversification.

The	 debate	 also	 in	 the	 new	 development	 economics	 in	 gestation	
is	on	the	means	and	 instruments	of	this	new	diversification	policy.	
The	first	 instrument	 is	on	the	role	of	the	State.	 	 	A	new	consensus	
is	established	on	 this	 return	 to	 the	original	development	econom-
ics	tradition.		But	the	original	works	also	distance	themselves	from	
the	founding	fathers	as	the	role	of	the	State	should	not	be	exclusive	
and	to	the	contrary	this	intervention	should	be	based	on	a	pragmatic	
and	gradual					procedure.		They	should	protect	certain	sectors	of	the	
competition	and	liberalize	others	which	have	been	protected33.		The	
new	development	 economics	 also	 emphasizes	 a	 greater	 efficiency	
improvement	of	efficiency	of	public	services	 in	order	to	effectively	
help	to	achieve	the	objectives	of	economic	transformation.	

In	 the	wake	of	 this	State	rehabilitation	the	new	development	eco-
nomics	called	for	the	return	of	two	essential	elements	of	public	ac-
tion.	The	first	is	on	macroeconomics	most	essentially	the	importance	
of	countercyclical	policies	in	a	context	of	great	uncertainty	that	re-
duces	the	capacity	of	private	actors	to	take	risks.		These	new	analyses	
call	into	question	the	consensus	established	in	the	1990s	and	2000	
on	the	neutrality	of	the	State	and	the	strong	aversion	to	resorting	to	
the	countercyclical	policies.	 	But	this	 line	of	analysis	of	the	synthe-
sis	was	 subject	 to	major	 criticisms	during	 the	great	world	 crisis	 in	
the	autumn	of	2008.		The	deflationary	risk	and	the	incapacity	of	the	
monetary	policies	to	face	were	responsible	for	the	return	to	macroe-
conomic	policies	and	particularly	the	fiscal	stimulus	policy34.		This	re-
turn	of	macroeconomic	policies	and	the	budget	stimulus	policy	were	
extended	to	development	economics	and	form	part	of	the	outlines	
of	the	consensus	in	gestation35.		

Another	instrument	that	experienced	a	return	in	force	in	the	recent	
debates	on	development	economics	is	industrial	policies.		The	expe-

33	 	SeeJustin	Lin,	op.	cit.	
34	 	See	mainly	Olivier	Blanchard,	G.	Dell’Ariccia	and	P.	Mauro,	Rethinking	macroeconomic	
policy,	IMF	Staff	position	note,	é010.
35	 	See	mainly	Olivier	Blanchard,	G.	Dell’Ariccia	and	P.	Mauro,	Rethinking	macroeconomic	
policy,	IMF	Staff	position	note,	é010.
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rienced	a	long	desert	crossing	in	the	1980s	and1990.		All	the	studies	
showed	that	the	dynamic	role	played	by	these	policies	in	the	emer-
gence	 of	 the	 BRICS.	 	 These	 experiences	 were	 responsible	 for	 the	
rehabilitation	of	 industrial	policies.	 	However,	 it	was	not	about	the	
return	of	old	practices	which	was	responsible	for	the	rapid	develop-
ment	of	positions	of	annuity	and	of	great	inefficiency.		On	the	other	
hand	industrial	policies	had	a	new	content	and	sought	to	establish	a	
great	coordination	and	remove	the	barriers	that	discouraged	invest-
ments	and	reduced	market	failures	in	different	fields	especially	those	
connected	to	research,	innovation	and	new	technologies36.	

Another	consensus	is	being	born	in	this	new	development	econom-
ics	 in	gestation	and	is	on	social	protection.	 In	this	connection,	sev-
eral	 authors	underscored	 the	 impact	of	 the	world	 crisis	 and	 great	
volatilities	on	vulnerable	people	in	developing	countries.	These	risks	
require	strengthening	the	measures	and	social	protection	policies	to	
be	drawn	up	in	developing	countries	in	order	to	reduce	the	impact	
on	poor	people	and	vulnerable	people	and	to	preserve	the	political	
legitimacy	of	States37.

In	the	end,	the	shock	wave	of	the	great	world	crisis	is	not	limited	to	
economic	theory	but	extends	to	development	economics.		We	saw	
the	choking	of	the	Washington	Consensus	which	dominated	the	field	
of	 analysis	 and	 the	management	 of	 a	 new	development	 econom-
ics.	This	new	knowledge	in	gestation	revives	the	great	development	
economics	tradition	by	calling	for	the	return	of	the	great	structural	
problematics	 and	by	 reviving	 the	 State	 and	 the	 industrial	 policies.		
But	this	return	is	enriched	by	the	recent	developments	in	economic	
study	and	thus	gives	an	important	place	to	the	role	of	the	market,	
to	competition	and	to	competitiveness.		The	intellectual	boom	calls	
for	the	construction	of	a	new	knowledge	aimed	mainly	at	the	emer-
gence	and	construction	of	new	strong	growth	processes	and	extend	
the	field	with	possibilities	in	developing	countries.

36	 	See:	-	Nancy	Birdsall	and	Francis	Fukuyama,	op.	cit
	 Dani	Rodrik,	op.	cit
	 Justin	Lin,	op.	cit
37	 See	mainly	:	-	Nancy	Birdsall	and	Francis	Fukuyama,	op.	cit.
	 F.	Halsey	Rogers,	op.	cit.	
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Abdalla Hamdok and Said Adejumobi1

There is a strong conviction that governance matters and 
improvement in governance is a major prerequisite for 

development…. ECA would continue to support the institutions  
and instruments that the continent has put in place  

to accompany our belief in governance.	

-	Abdoulie	Janneh,	(2011)2.		

Introduction
The	last	decade	and	a	half	was	a	period	of	remarkable	economic	pro-
gress	in	Africa,	rekindling	the	hope	that	Africa,	after	all,	may	not	be	
a	‘hopeless’	or	‘lost’	continent.	This	new	thinking	is	in	sharp	contrast	
with	the	1980s	and	1990s,	when	Africa	in	the	context	of	Structural	
Adjustment	Programmes	(SAPs)	and	the	deepening	economic	crisis	
was	a	narrative	for	economic	and	political	disaster	with	a	stereotype	
of	a	failing	continent3.	Indeed,	some	at	that	conjuncture,	perceived	
Africa	as	the	replica	of	Joseph	Conrad’s	‘heart	of	darkness’,	in	which	

1	 	Abdalla	Hamdok	is	Deputy	Executive	Secretary	of	ECA,	and	Said	Adejumobi	is	OIC,	GPAD-
UNECA.	
2	 Interview	of	Mr.	Abdoulie	Janneh,	African Governance Newsletter,	Vol.	1,	Issues	Nos:	2	
and	3,	2011,	pp.	19-21.	
3	 See,	Said	Adejumobi,	“Can	Africa	be	the	new	Miracle	Economy?	African Business,	January	
2012,		p.	55-56.				
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everything	works	through	an	inverse	logic	of	political	and	economic	
disorder	and	chaos4.	

Better	economic	performance	is	gradually	reshaping	the	image	and	
stereotype	of	Africa.	 	Comparatively,	African	countries	are	some	of	
the	fastest	growing	economies	in	the	World	currently.	No	less	than	a	
dozen	countries	have	had	over	6	per	cent	GDP	growth	rate	for	about	
a	decade.	Ethiopia,	once	a	metaphor	 for	 famine,	grew	for	about	7	
per	cent	 in	2011.	 	Trade	between	Africa	and	the	rest	of	the	World	
increased	by	over	200	per	cent	since	2000,	inflation	dropped	by	22	
per	cent	from	the	1990s	to	less	than	8	per	cent	in	a	decade,	foreign	
debts	declined	by	a	quarter	and	budget	deficits	by	two-	third5.	Africa	
is	currently	being	touted	as	the	possible	new	growth	pole	of	the	21st	
century.	

Africa’s	 economic	progress	occurred	 at	 a	 period	of	 better	political	
governance.	Elections	have	become	the	norm	rather	than	the	excep-
tion	 in	Africa,	however	 imperfect	 they	may	be;	political	 freedoms,	
respect	for	human	rights	and	the	rule	of	law	are	on	the	increase;	and	
Africa’s	regional	normative	frameworks	and	standards	all	emphasize	
citizens’	participation,	zero	tolerance	for	unconstitutional	change	of	
government	and	improved	governance6.	

These	developments	 in	Africa	 compels	us	 to	 revisit	 the	debate	on	
the	 linkage	 between	 governance	 and	 economic	 development;	 the	
history	and	trajectory	of	the	discourse,	especially	in	relation	to	Afri-
ca’s	economic	crisis;	a	reflection	on	Africa’s	economic	crisis	and	how	
that	crisis	can	be	explained	within	a	political	economy	paradigm	and	
the	connection	of	ECA		in	the	governance-development	debate,		the	
shaping	of	its	programmatic	focus	and	policy	interventions	and	the	
outcome	of	those	interventions	in	Africa’s	development	prospects.				

This	 chapter	does	 three	 things.	 First,	 it	 reflects	on	 the	nature	and	
causation	 of	 Africa’s	 economic	 crisis	 and	 the	 political	 dimensions	
of	 it.	 Second,	 it	 contextualizes	 the	 emergence	 of	 the	 ‘governance	
discourse’	within	 the	neo-liberal	paradigm	as	a	 response	 to	 failing	
economic	experiments	in	Africa,	and	how	governance	assumed	the	

4	 See	Patrick	Chabal	and	Jean	Pascal	Daloz,	Africa Works: Disorder as Political Instrument.	
(Oxford	and	Bloomington:	James	Curry	and	Indiana	University	Press,	1999).			
5	 See,	Economist Magazine,	3rd	December	2011.	
6	 See,	United	Nations	Economic	Commission	for	Africa,	African Governance Report II	(Ox-
ford:	Oxford	University	Press,	2009).	
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explanation	for	the	failure	of	market	reforms	in	Africa.	Third,	it	trac-
es	and	analyzes	the	engagement	of	ECA	in	the	governance	project,	
and	the	dimensions	such	intervention	assumed,	especially	under	the	
leadership	of	Mr.	Abdoulie	Janneh	as	Executive	Secretary	of	ECA.

The Crisis of Africa’s Political Economy
The	 tragedy	 of	 Africa’s	 political	 economy	 is	 aptly	 captured	 in	 the	
trend	of	development	discourse	on	 the	 continent.	 From	an	era	of	
developmentalism,	 in	 which	 the	 aspiration	 and	 obsession	 of	 the	
post-independence	political	 leadership	was	with	the	notion	of	 ‘de-
velopment’,	the	discourse	in	the	1980s	shifted	to	the	issue	of	‘pov-
erty	reduction’,	with	development	hardly	 in	the	political	 lexicon	of	
Africa’s	decision-makers7.	Africa	was	entangled	in	the	dire	straits	of	
‘reducing	poverty’,	while	the	rest	of	the	world	aspired	to	an	‘age	of	
affluence’.		

In	analyzing	the	crisis	of	Africa’s	political	economy,	factors	 like	 low	
per	 capita	 income,	poor	 revenue	base,	 inadequate	human	capital,	
corruption,	bad	governance	and	weak	States	are	often	cited,	which	
are	rather	manifestations	or	symptomatic	of	the	crisis,	rather	than	
the	 basis	 or	 causation.	 The	 crisis	 of	 Africa’s	 political	 economy	has	
historical,	 structural,	 institutional	 and	 conjunctural	 basis8.	 The	his-
torical	dimension	 is	situated	 in	 the	colonial	distortions	 in	 the	 local	
political	economy.	The	colonial	economic	heritage	was	one	of	a	de-
pendent,	mono-cultural,	 and	 disarticulated	 system	 in	which	 there	
was	a	disconnection	between	production	and	consumption;	a	con-
tinent	 largely	producing	what	 it	does	not	consume	and	consuming	
what	it	does	not	produce.	The	dichotomization	of	economic	life	be-
tween	the	informal	and	formal,	rural	and	urban	also	ensured	that	the	
former	was	largely	underdeveloped,	leaving	a	large	chunk	of	Africa’s	
population	 outside	 the	 purview	 of	 modern	 capitalist	 production.	
Africa	in	the	global	political	economy	assumed	what	Robert	Brown	
calls,	“price	takers,	rather	than	price-makers’9,	with	a	marginal	role	
in	international	trade,	as	unattractive	primary	commodity	products	
assumed	the	articles	of	trade	in	a	knowledge-based	global	economy.		

7	 See,	Isa	Shivji,	“The Changing Development Discourse in Africa”,	2005	(Mimeo).	
8	 	See,	Claude	Ake,	A Political Economy of Africa.	(New	York:	Longman,	1981).		Bade	Oni-
mode,	A Political Economy of African Crisis	(London:	Zed	Books,	1988).	
9	 Robert	Brown,	“How	can	Africa	Prosper”,	World Policy Journal,	Vol.	11,	No.	3,	Fall,	1994,	
p.	29.	
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In	 the	 political	 arena,	 the	 organization	 of	 the	 polity	 and	 the	 con-
struction	of	the	State	neither	made	for	popular	empowerment	nor	a	
‘people	centered’	State	system.	The	colonial	State	was	an	alien	State	
violently	imposed	on	the	local	population	in	which	its	structures	and	
institutions	were	neither	 people	 friendly	 nor	 people	 served10.	 The	
argument	that	colonialism	bequeathed	some	form	of	democracy	in	
Africa	is	both	perverse	and	illogical.	An	imposed	State	which	survives	
not	on	consensus	but	violence	can	in	the	least	be	neither	democratic	
nor	bequeath	such	a	legacy	to	society.	

In	spite	of	colonial	domination,	why	has	 it	been	possible	 for	other	
underdeveloped	 regions	 to	 progress?	 There	 are	 three	 reasons	 for	
this.	First,	as	Issa	Shivji	noted,	“no	other	continent	suffered	as	much	
destruction	of	 its	 social	 fabric	 through	 imperial	 domination	as	did	
Africa”11.	Second,	no	other	region	has	served	as	a	laboratory	of	for-
eign	political	and	economic	experimentation	in	the	post-colonial	era	
as	Africa.	Third,	the	nature	of	Africa’s	post-colonial	political	leader-
ship	 (especially	 from	 the	 second	 decade	 of	 independence)	 often	
sustained	in	power	by	a	confluence	of	domestic	and	foreign	forces	
perpetuated	the	structures	of	domination	and	control,	with	little	de-
velopment	potentials.		Africa	was	a	victim	and	pawn	in	the	cold	war	
politics,	which	perpetuated	unpopular	and	anti-people	leadership	in	
most	parts	of	the	continent.			

The	challenge	therefore	as	ECA	argued	is	that	what	Africa	needs	is	
social	transformation	of	its	economic,	social	and	political	structures,	
which	will	place	a	primacy	on	the	people	as	the	drivers	and	benefi-
ciaries	of	development.	

From maladjustment to techno-
governance
The	1980s	and	early	1990s	have	been	generally	described	as	“Africa’s	
lost	decade’.	This	was	a	decade	of	economic	experimentation	with	
the	Structural	Adjustment	Programmes	(SAPs).	 	Following	the	eco-

10	 See	for	 instance,	Mahmood	Mandani,	Citizens and Subjects:  Contemporary Africa and 
the Legacy of Late Colonialism.	(Princeton,	University	Press,	1996),	Said	Adejumobi,	“Citizen-
ship,	Rights	and	the	Problem	of	Conflicts	and	Civil	Wars	in	Africa”,	Human Rights Quarterly,	Vol.	
23,
No.	1,	2001,	pp.	148-170.	
11	 	Issa	Shivji,	op.	cit.	p.		4.	
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nomic	 crisis	of	 the	1970s	and	1980s,	with	persistent	fiscal	deficits	
and	balance-of-payments	problems,	many	African	countries	acqui-
esced	to	the	SAPs.	SAP	emphasized	economic	stabilization	measures	
designed	to	correct	the	distortions	and	imbalances	in	the	economy	
and	 achieve	 macro-economic	 stability.	 Its	 primacy	 was	 the	 pre-
eminent	role	of	market	forces	 in	achieving	economic	recovery	and	
growth.	 The	 policy	measures	 saw	 a	 drastic	 reduction	 in	 the	 State	
sector,	budgetary	stringency,	especially	for	the	social	sectors,	privati-
zation	and	commercialization	of	public	enterprises,	 introduction	of	
market-determined	exchange	rates	and	general	liberalization	of	the	
economy.	The	neo-liberal	 foundations	of	 the	SAPs	condemned	the	
State	as	the	obstructive	force	to	economic	growth	and	therefore	in-
sisted	on	rolling	back	its	frontiers	in	the	economy.	

The	fallouts	from	and	consequences	of	SAPs	have	been	well	docu-
mented12	and	may	therefore	need	no	rehash,	with	apt	summation	
of	 economic	 maladjustment	 from	 scholars	 like	 John	 Weeks13	 and	
Thandika	Mkandawire14;	 but	 suffice	 to	mention	 three	 issues.	 First,	
although	SAP	was	couched	and	marketed	as	a	policy	without	alter-
native	 to	Africa’s	economic	morass,	 	 coincidentally	 the	SAP	period	
was	a	time	in	which	alternative	economic	models	and	development	
paradigms	were	being	discussed	and	formulated	in	Africa.	The	Lagos	
Plan	of	Action	and	Final	Act	of	Lagos	of	1980	were	a	clear	case	of	Af-
ro-centric	alternative	to	SAP.	These	plans	focused	on	economic	self-
reliance,	diversification	of	African	economies	and	a	central	role	for	
the	State,	especially	in	the	control	of	the	commanding	heights	of	the	
economy,	and	regional	economic	cooperation	and	 integration.	The	
politics	of	the	international	development	arena	with	the	publication	
of	the	Berg	report	stultified	any	meaningful	political	action	on	those	
Afro-centric	initiatives.	The	second	issue	was	ECA’s	engagement	with	
the	SAP	discourse,	and	how	ECA	was	one	of	the	virulent	voices	that	
critiqued	SAP	and	called	for	alternative	development	paradigms	for	

12	 See,	Thandika	Mkandawire	and	Adebayo	Olukoshi,	Between	Liberalization	and	Oppres-
sion:	 The	 Politics	 of	 Structural	 Adjustment	 Programme	 in	 Africa.	 (Dakar:	 CODESRIA:	 1995),	
Thandika	Mkadawire	 and	 Charles	 Soludo,	 Our	 Continent,	 Our	 Future:	 African	 Perspectives	
on	the	Structural	Adjustment	Programme	(Dakar,	Trenton,	New	Jersey:	CODESRIA	and	Africa	
World	Press,	1999).	Said	Adejumobi,	“Privatization	Policy	and	the	Delivery	of	Social	Welfare	
Services	 in	Africa:	A	Nigerian	Example”,	Journal of Social Development in Africa.	Vol.14,	No.	
2,	1999,	pp.	87-108.	John	Mihevc,	The Market Tells Them So: The World Bank and Economic 
Fundamentalism in Africa.	(London	and	Penang:	Zed	Books	and	Third	World	Network,	1995).	
13	 	John	Weeks,	“Fallacies	of	Competition:	Myths	and	Maladjustment	in	the	Third	World”’	
An Inaugural Lecture,	Delivered	on	13	October	1993	SOAS,	London.	
14	 	Thandika	Mkandawire,	“Maladjusted	African	Economies	and	Globalization”,	Africa Devel-
opment,	Vol.	XXX,	Nos.	1	and	2,	2005,	pp.	1-33.	
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Africa.	Third,	is	how,	after	the	apparent	demystification	and	discred-
iting	of	SAP,	the	discourse	for	the	international	development	institu-
tions	 that	 branded	 SAP	 shifted	 from	 adjustment	 to	 governance	 in	
order	to	explain	the	poor	performance	of	the	policy	in	Africa.	

The	engagement	of	ECA	with	the	SAP	discourse	was	to	propose	an	
alternative	economic	framework	to	SAP,	the	AAF-SAP.	AAF-SAP	ques-
tioned	the	theoretical	 foundations	of	 the	orthodox	SAP	policy	and	
argued	 that	most	 of	 its	 assumptions	 and	 underlying	 basis	 did	 not	
take	cognizance	of	the	structural	dimension	of	Africa’s	economic	cri-
sis	 and	 therefore	mostly	 inapplicable	 to	 the	African	 condition.	 For	
instance,	 AAF-SAP	 argued	 that	 the	 “excessive	 reliance	 on	markets	
and	prices	as	allocative	mechanisms	in	SAP	is	based	on	the	assump-
tion	that	markets	are	competitive	and	that	resources	are	perfectly	
mobile.	This	leads	to	the	recommendation	for	liberalization,	dereg-
ulation	and	the	minimalization	of	 the	role	of	 the	State	 in	resource	
allocation.	However,	the	existence	of	widespread	market	imperfec-
tions	and	structural	rigidities	make	such	assumptions	invalid”15.	AAF-
SAP	therefore	contends	that	selective	Government	interventions	are	
necessary	for	countries	experiencing	structurally	induced	shortages	
and	skewed	income	distribution.		

In	 a	 scientific	 analytical	way,	 the	 ECA	 document	 refutes	 the	 claim	
about	the	supposed	progress	made	by	some	African	countries	that	
adopted	SAPs,	especially	as	contained	in	the	World	Bank/	UNDP	re-
port	on	Africa’s Adjustment and Growth in the 1980s.	 ECA	argued	
that	many	of	the	facts	were	distorted,	the	data	incoherently	present-
ed,	base	years	were	selectively	chosen	to	 favour	results	and	there	
was	no	marked	difference	between	 ‘adjusting’	and	 ‘non-adjusting’	
countries,	with	the	former	in	some	cases	performing	worse.	The	ECA	
document	 therefore	 contends	 that	 SAP	 can	 neither	 promote	 sus-
tained	economic	recovery	nor	guarantee	long-term	development	in	
Africa.	In	summary,	AAF-SAP	says	of	the	orthodox	SAPs:	

It	 should	 have	 become	 abundantly	 clear	 by	 now	
that,	both	on	the	theoretical	and	empirical	grounds,	
the	conventional	SAPs	are	inadequate	in	addressing	
the	 real	 causes	 of	 the	 economic,	 financial	 and	 so-
cial	problems	facing	African	countries	which	are	of	a	

15	 	United	Nations	Economic	Commission	for	Africa,	“African	Alternative	Framework	to	the	
Structural	Adjustment	Programme”,	(Addis	Ababa:	UNECA,	1990),	p.	20.	
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structural	nature.		There	is	therefore	an	urgent	need	
for	an	alternative	to	the	current	stabilization	and	ad-
justment	programmes	 in	Africa.	Such	an	alternative	
will	 have	 to	 take	 into	 consideration,	 among	 other	
things,	the	structure	of	production	and	consumption	
and	the	people	who	are	the	main	actors	in	the	devel-
opment	process16.

The	ECA	document	in	its	own	development	strategy	emphasizes	the	
interventionist	role	of	the	State	in	the	economy,	enhanced	produc-
tion	and	efficient	resource	use,	inward-looking	resource	mobilization	
strategy,	human-capital	development,	promoting	vertical	and	hori-
zontal	diversification,	greater	emphasis	on	scientific	and	technologi-
cal	 capacity	 and	 progress	 and	 social	 provisioning	 of	 public	 goods.	
Adebayo	Adedeji,	the	then	Executive	Secretary	of	the	ECA	captures	
the	thrust	of	AAF-SAP:	

The	main	 thrust	 of	AAF-SAP	 is	 its	 holistic	 nature	 in	
which	 the	 macro-economic	 framework,	 the	 policy	
directions	 and	 measures	 and	 the	 implementation	
strategies	take	into	account	the	dynamic	relationship	
existing	among	all	major	elements	related	to	adjust-
ment	with	transformation.	Thus,	 the	dichotomy	be-
tween	structural	adjustment	and	long	term	develop-
ment	 is	 eliminated.	 The	alternative	 framework	also	
puts	great	emphasis	on	the	full	mobilization	and	ef-
ficient	utilization	of	domestic	resources	and	the	need	
to	establish	an	enabling	environment	for	sustainable	
development	and	to	adopt	a	pragmatic	approach	be-
tween	 the	 public	 and	 private	 sectors.	 Above	 all,	 at	
the	centre	of	the	alternative	framework	is	the	human	
dimension-the	recognition	that	it	is	only	through	the	
motivation	and	the	empowerment	of	the	people	as	
well	 as	 the	ensuring	of	equitable	distribution	of	 in-
come	that	development	can	take	place	on	a	sustain-
able	basis.	An	adjustment	programme	that	marginal-
izes	the	people	is	doomed	to	failure17.	

16	 	Ibid,	p.	25.	
17	 Adebayo	Adedeji,	“Foreword”	in	United	Nations	Economic	Commission	for	Africa,	“Afri-
can Alternative Framework to the Structural Adjustment Programme”,	(Addis	Ababa:	UNECA,	
1990),	p.	iii.	
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The	 trenchant	 critique	by	ECA	and	other	UN	agencies	 like	UNICEF	
of	 the	orthodox	SAP	made	 the	World	Bank	and	 the	 IMF,	 the	chief	
promoters	of	SAP,	to	retreat	back	to	the	drawing	board	and	begin	a	
rethink	of	the	SAP	policy.

In	1989,	the	World	Bank	issued	a	major	report,	Sub-Saharan Africa: 
from Crisis to Sustainable Growth.	The	report	was	partly	a	response	
to	the	critique	of	SAP	explaining	the	basis	of	its	poor	performance,	
and	partly	a	modification	of	policy	agenda.	The	Bank	argued	that	SAP	
performed	below	expectation	not	because	the	objectives	were	not	
good	or	 the	policy	measures	were	bad,	but	 simply	because	of	 the	
nature	of	governance	on	the	continent.	According	to	the	Bank,	SAP	
fell	on	‘institutionally	barren’	grounds	of	corrupt	Governments,	weak	
bureaucracies,	weak	laws	and	rules	and	a	general	political	and	social	
environment	of	uncertainties18.	The	road	to	enhancing	SAP	is	to	im-
prove	the	quality	of	governance	on	the	continent.	However,	govern-
ance	for	the	Bank	was	in	a	purely	technocratic	sense	-	the	efficient	
management	of	State	institutions.	 Its	components	 include	promot-
ing	transparency	and	accountability,	efficient	public	sector	manage-
ment,	the	rule	of	law	and	due	process.	While	this	techno-governance	
approach	of	the	Bank	may	be	good,	there	were	two	lapses.	First,	it	
failed	to	address	the	fundamental	flaws	and	critique	of	the	SAPs	and	
the	possibility	of	its	promoting	structural	transformation	of	African	
economies.	Second,	it	did	not	perceive	the	contradictions	between	
the	SAP	measures	and	its	techno-governance	agenda.	SAPs	further	
weakened	African	bureaucracies,	drastically	impoverished	the	public	
sector	and	its	personnel,	deepened	corruption	arising	from	low	wage	
value	and	further	skewed	social	and	income	inequalities	in	Africa.	In	
other	words,	it	exacerbated	the	crisis	of	governance	and	the	State	in	
Africa.		

A	major	challenge	for	African	scholars	and	major	regional	institutions	
like	ECA	in	the	context	of	the	new	thinking	of	a	techno-governance	
approach	to	adjustment	was	not	only	 to	engage	the	discourse	but	
to	redefine	and	broaden	the	notion	and	relevance	of	governance	to	
Africa	and	its	ramifications	as	a	basis	and	catalyst	for	promoting	eco-
nomic	growth	on	the	continent.	

18	 See,	Said	Adejumobi,	“Structural	Adjustment	and	Democratic	Transition	in	Africa”,	Verfas-
sung	Und	Recht	in	Ubersee.	Law and Politics in Africa, Asia and Latin America.	Vol.	14,	No.	2,	
1996,	pp.	415-433.		
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ECA and the governance agenda:
ECA	was	established	as	an	institution	with	the	primary	mandate	of	
facilitating	 the	 process	 of	 socio-economic	 development	 in	 Africa	
through	generating	knowledge,	ideas,	policies	and	general	direction	
for	economic	growth.	The	question	often	raised	is	why	is	it	involved	
in	 governance	 and	 public	 sector	 issues?	 Indeed,	 some	 argue	 that	
governance	is	a	contested	political	terrain,	which	an	institution	like	
ECA	should	probably	have	been	careful	of.	The	response	to	this	lies	
in	the	early	appreciation	by	ECA	of	a	political	economy	approach	to	
development	-	that	there	is	a	dialectical	and	organic	relationship	be-
tween	economic	and	political	processes	of	society.	The	polity	con-
stitutes	the	superstructure	of	society,	in	which	if	there	is	no	sound	
institutional	 basis,	 economic	 progress	 may	 be	 stunted	 or	 stalled.		
This	position	is	well	articulated	by	Kofi	Annan,	the	former	Secretary-
General	 of	 the	 United	 Nations.	 Kofi	 Annan	 noted,	 “Without	 good	
governance-without	the	rule	of	 law,	predictable	administration,	 le-
gitimate	power	and	responsive	regulation-no	amount	of	funding,	no	
amount	of	charity	will	put	us	on	the	path	of	prosperity”19.	A	holistic	
development	 therefore	 requires	an	active	engagement	with	politi-
cal	and	economic	processes	of	society	in	which	economic	empower-
ment	will	 be	 complemented	with	 functional	 State	 institutions	 and	
political	freedom	for	the	people.	

The	engagement	of	ECA	on	governance	issues	started	in	1990	with	
its	facilitation	of	a	major	international	conference	in	Africa	on:	Popu-
lar Participation in the Recovery and Development Process in Africa	
held	in	Arusha,	Tanzania,	from	12	to	16	February	1990.	The	confer-
ence	was	 to	provide	a	 voice	 to	 the	African	people	 in	 charting	 the	
course	of	economic	recovery	and	political	progress	on	the	continent.	
Indeed,	the	theme	of	the	conference	was:	Putting	the	People	First.	
The	conference	brought	together	over	500	civil	society	organizations,	
peoples’	 organizations	and	movements,	 trade	unions,	 professional	
groups,	government	officials	and	functionaries	from	all	over	Africa.	
The	main	 output	 of	 the	 conference	was	 a	major	 policy	 document	
popularly	referred	to	as	The African Charter on Popular Participa-
tion in Development otherwise	known	as	the	Arusha Declaration.		

19	 Kofi	Annan,	See,	United	Nations	Development	Programme,	Governance for Sustainable 
Growth and Equity.	(New	York:	UNDP).	



216 Reflections on Africa’s Development: Essays in Honour of Abdoulie Janneh

The	 conference	 sought	 a	 redefinition	 of	 the	 nature	 of	 the	African	
crisis	which	was	more	in	line	with	the	AAF-SAP	of	ECA.	As	the	partici-
pants	affirmed:

We	are	united	 in	 our	 conviction	 that	 the	 crisis	 cur-
rently	engulfing	Africa	is	not	only	an	economic	crisis	
but	also	a	human,	legal,	political	and	social	crisis.	It	is	
a	crisis	of	unprecedented	and	unacceptable	propor-
tions	manifested	not	only	in	abysmal	declines	in	eco-
nomic	indicators	and	trends,	but	more	tragically	and	
glaringly	 in	 the	 suffering,	 hardship	 and	 impoverish-
ment	of	the	vast	majority	of	African	people20.	

Popular	participation	 can	only	 gain	meaning	within	 the	 context	of	
democratic	governance,	hence,	the	conference	called	for	the	guar-
antee	of	basic	political	freedoms	and	civil	liberties	like	freedom	of	as-
sociation;	establishment	of	democratic	institutions	such	as	political	
parties,	trade	unions,	peoples’	grassroots	organizations	and	profes-
sional	associations,	and	the	guarantee	of	constitutional	rights;	rep-
resentation	of	the	people	and	their	organizations	in	national	bodies;	
the	rule	of	law	and	social	and	economic	justice,	including	equitable	
distribution	of	 income	and	creation	of	full	employment	opportuni-
ties;	political	accountability	of	 the	 leadership;	and	decentralization	
of	decision-making	processes	and	institutions.	

Adebayo	Adedeji	sums	up	the	vision	and	essence	of	the	Charter:

Africa	 needs	 fundamental	 change	 and	 transforma-
tion,	not	 just	adjustment.	The	change	and	 transfor-
mation	required	are	not	narrow	economistic	and	me-
chanical	ones.	They	are	the	broader	and	fundamental	
changes	 that	 will	 bring	 about,	 over	 time,	 the	 new	
Africa	of	our	vision	where	there	is	development	and	
economic	justice,	not	just	growth;	where	there	is	de-
mocracy	and	accountability	not	despotism,	authori-
tarianism,	and	kleptocracy;	and	where	the	governed	
and	 their	 governments	are	moving	hand-in-hand	 in	
the	promotion	of	the	common	good,	and	where	it	is	
the	will	of	the	people	rather	than	the	wishes	of	one	

20	 African Charter for Popular Participation in Development,	(Addis	Ababa:	UNECA,	1990),	p.	17.	
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person	or	group	of	persons,	however	powerful,	that	
prevails21.	

By	the	1990s,	the	issue	for	ECA	was	no	longer	whether	to	go	beyond	
mere	economistic	analysis,	and	approach	development	from	a	holis-
tic	perspective	including	the	governance	perspective,	but	on	‘how’	
and	‘what’	should	ECA	engage	in	that	regard?	Should	it	confine	itself	
to	merely	building	State	capacity	through	strengthening	the	public	
sector	in	Africa?	or	should	it	go	beyond	this	to	engage	the	gamut	of	
the	governance	arena,	which	will	include	engaging	issues	of	democ-
racy	and	power	distribution,	corruption,	the	rule	of	 law	and	popu-
lar	participation	in	governance?	The	approach	eventually	settled	for	
was	an	incremental	one,	with	a	focus	on	the	broad	rubrics	of	‘devel-
opment	management’	with	emphasis	on	strengthening	public	sector	
capacity,	invigorating	the	non-State	sector	and	forging	private-public	
sector	partnerships.		ECA	was	of	the	view	that	creating	an	‘enabling	
environment’	for	private	sector	development	and	capital	investment	
will	involve	filling	two	critical	gaps.	These	are;	Governments	in	Africa	
must	have	a	strategic	framework	that	not	only	enhances	the	perfor-
mance	of	the	public	sector,	but	one	which	links	private	investment	
with	 development	 goals.	 Second,	 a	 number	 of	 complementary	 el-
ements,	 including	adequate	human	 resources	and	 institutional	 ca-
pacities,	must	exist22.	

Reforming	and	Strengthening	the	Public	Sector	and	non-State	 in-
stitutions:	In	1997,		ECA	established	a	“Development	Management	
Division”	whose	mandate	was	to	strengthen	institutions	involved	in	
development	management,	especially	the	public	sector,	and	ensure	
synergy	between	the	private	and	public	sectors	of	the	economy.	This	
is	 a	departure	 from	 the	over-reliance	on	 the	private	 sector,	which	
characterized	the	neo-liberal	paradigm	of	 the	adjustment	era.	ECA	
undertook	 this	 through	 analytical	 research,	 production	 of	 policy	
papers	and	briefs,	policy	 recommendations	and	advocacy,	 training	
and	advisory	services	to	Governments	and	regional	institutions.		ECA	
worked	in	the	areas	of	ethics	and	accountability,	public	sector	perfor-
mance,	efficient	service	delivery,	decentralization	and	local	govern-
ance,	and	provided	 technical	assistance	on	civil	 service	 reforms	 to	
African	countries.	

21	 	Adebayo	Adedeji,	Statement to the International conference on Popular Participation in 
the Recovery and Development Process in Africa,	February	1990.	
22	 See,	UNECA Policy Brief: 1996-2005,	p.	22.		
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ECA	conducted	several	training	workshops	on	improving	the	capac-
ity	and	performance	of	the	public	sector.	These	include	on	“Ethics,	
Accountability	and	Improved	Service	Delivery”	for	senior	civil	serv-
ants	in	Ethiopia;	a	series	on	“Evaluating	Performance	and	Monitoring	
of	Public	Enterprises”	 in	Eritrea,	Ethiopia,	Namibia	and	Zambia;	on	
“Motivation	and	Productivity”	 for	 senior	 civil	 servants	 in	Namibia;	
a	subregional	workshop	 in	Banjul	on	“Decentralization”	which	was	
co-organized	with	UNDP	and	the	African	Centre	 for	Administrative	
Training	and	Research	for	Development	(CAFRAD);	and	a	series	of	ad	
hoc	expert	group	meetings	on	Lessons	Learned	on	the	reform	of	the	
public	sector	in	Africa.				

Several	studies	were	conducted	in	the	areas	of	human	resource	man-
agement,	financing	State	institutions	for	development,	best	practic-
es	in	service	delivery,	traditional	governance	and	role	of	parliaments	
in	the	budgetary	process.	Specifically,	these	studies	include:	“Trends 
in the Management of Human Resources in Public Administration in 
Africa”,	“Popular Participation in Decentralized Governance”,	“Gov-
ernment Policy on Financing Local Development and Administrative 
Structures in Africa”,	 “Best Practices in the Participatory Approach 
to the Delivery of Social Services”,	“The Economics of Civil Conflicts”,	
“The Relevance of African Traditional Institutions of Governance”,	
and	“The Role of African Parliaments in the Budgetary Processes es-
pecially on the Medium-Term-Expenditure Framework”.	

With	 regard	 to	civil	 society,	ECA	sought	 to	do	 three	things	 -	main-
stream	civil	 society	organizations	 in	policy	discourse,	development	
and	governance	processes	 in	Africa	and	provides	 them	a	basis	 for	
critical	policy	interventions;	enhance	the	capacity	and	functioning	of	
CSOs	on	the	continent;	and	provide	knowledge	generation,	informa-
tion	sharing	and	dissemination	among	CSOs	 in	Africa.	The	take-off	
point	 for	ECA	with	CSOs	was	 the	convening	of	 the	Arusha	Confer-
ence	which,	as	earlier	noted,	was	attended	by	over	500	non-State	ac-
tors	and	institutions.	In	defining	its	agenda	on	civil	society,	ECA	pro-
duced	a	strategic	document	entitled,	“ECA	and	CSOs:	A	Framework	
for	Partnership”.	The	Commission	outlined	its	objectives	in	working	
with	CSOs,	the	reason	and	modalities	of	doing	so	and	the	expected	
outcomes.	According	to	the	document,	the	tasks	or	objectives	ofECA	
in	engaging	with	CSOs	are:
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•	 To	promote	the	visibility	and	understanding	of	civil	society’s	
participation	in	the	development	process;

•	 To	promote	new,	creative	ways	to	facilitate	interface	between	
CSOs	and	Governments	and	among	CSOs;

•	 To	promote	an	enabling	environment	conducive	to	CSOs	par-
ticipation;	and

•	 To	find	ways	to	institutionalize	the	participatory	process23.	

On	the	importance	of	civil	society	to	the	development	process,	which	
forms	the	basis	of	ECA	partnership	with	it,	the	document	observed:	

Africa’s	 civil	 society	has	proved	 itself	 a	 useful	 force	
in	 many	 areas.	 Throughout	 Africa,	 community	 and	
civic	organizations	are	playing	active	roles	in	helping	
to	carry	out	development	activities.	The	participation	
of	 civil	 society	 is	positive	as	well	 as	addictive.	They	
have	been	 very	 effective	 in	helping	 to	 shape	 ideas,	
building	 consensus	 across	 sectors	 and	 sharing	 per-
spectives.	Dating	back	to	pre-independence,	they	are	
a	vital	part	of	the	liberation	struggle	and	in	assuring	
that	democracy	in	Africa	truly	becomes	deep	rooted.	
They	have	been	effective	in	opening	debate	on	poli-
cies,	 vigilance	 on	 actions,	 public	 accountability	 and	
insistence	on	the	rule	of	law24.

ECA	therefore	sought	to	forge	partnership	with	CSOs	which	will	pro-
mote	CSOs	participation	in	the	work	of	ECA,	improve	their	access	to	
information	 in	 the	organization	and	help	 strengthen	 their	 capacity	
and	networking.	

The	strategies,	which	ECA	seeks	to	adopt	in	promoting	its	work	with	
CSOs,	include:

•	 To	provide	a	basis	for	policy	dialogue	and	consultation	with	
CSOs	at	the	national,	regional,	and	global	levels;

•	 To	advance	CSOs	positions	on	critical	 issues	of	national,	re-
gional	and	continental	importance;	

•	 To	assist	in	the	establishment	and	improvement	of	structures	
for	building	relations	between	Government	and	civil	society;

23	 	UNECA,	ECA and CSOs: A Framework for Partnership.	(Addis	Ababa:	UNECA,	n.d),	p.	1.	
24	 		Ibid.	
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•	 To	encourage	CSOs	thematic	networks	to	actively	participate	
in	the	technical	work	of	the	subregional,	regional	and	inter-
national	bodies	when	they	are	working	on	key	issues	of	rel-
evance	to	the	continent’s	development;

•	 To	likewise,	encourage	subregional,	continental	and	interna-
tional	bodies	to	consider	using	thematic	CSO	networks	as	a	
source	of	reference	on	key	development	issues;

•	 To	document	and	disseminate	best	practices	in	Government/
CSO	cooperation;	and

•	 To	undertake	baseline	studies	to	establish	indicators	for	as-
sessing	and	evaluating	participation	of	CSOs	in	development	
with	a	view	to	providing	tangible	justification	for	greater	CSO	
participation25.		

ECA new Institutional Architecture on 
Governance 
Sequel	 to	 the	 restructuring	 and	 repositioning	 of	 ECA	 in	 2005,	 the	
former	 ‘Development	 Policy	 Management	 Division’	 (DPMD)	 was	
renamed	 “Governance	 and	 Public	 Administration	Division”	 (GPAD)	
focusing	it	more	on	governance	covering	the	areas	of	public	sector	
management	and	State	capacity,	popular	participation	and	civil	soci-
ety	and	private	sector	development.	These	are	the	key	areas	which	
ECA	conception	of	governance	earlier	mentioned	revolves	around.	

The	new	division	has	four	main	sections.	These	are:

•	 Public	Administration	Section;
•	 Civil	Society	Section;
•	 African	Peer	Review	Mechanism	(APRM)	Support	Unit;
•	 Private	Sector	Development	Section.

These	four	sections	concentrate	on	critical	areas	of	governance.	The	
first	deals	with	 the	 issues	of	State	capacity	and	effective	 function-
ing	of	State	and	democratic	institutions,	which	include	the	executive,	
legislature,	judiciary,	bureaucracy,	law	enforcement	agencies	and	re-
gional	inter-governmental	institutions.	The	section	handles	issues	of	
public	 sector	 reforms,	anti-corruption,	political	parties	and	 judicial	
effectiveness.	The	second	section	on	civil	society	deals	with	civic	en-
25	 Ibid,	p.	8-9.	
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gagement	and	popular	participation	of	the	people	in	the	democratic	
process.	 Its	 focus	 is	on	bridging	 the	gap	between	civil	 society	and	
the	policy	community,	enhancing	the	capacity	of	CSOs	and	providing	
knowledge	and	sharing	experiences	on	the	development	of	CSOs	in	
Africa.	The	section	has	the	mandate	of	actualizing	the	establishment	
of	 the	African	Center	 for	Civil	 Society	 (ACCS).	 In	addition,	 the	 sec-
tion	deals	with	conflicts	and	post-conflict	peacebuilding,	especially	
from	the	civil	society	perspective.	The	APRM	unit	provides	technical	
support	 services	 to	 the	APRM	process	which	 is	part	of	 the	NEPAD	
agenda.	It	participates	in	the	country	assessment	and	country	review	
missions	of	the	APRM	and	facilitates	information	sharing	among	dif-
ferent	stakeholders	on	the	APRM	process.	The	private	sector	section	
deals	with	deepening	knowledge	and	providing	technical	services	in	
enhancing	private	sector	development	in	Africa,	especially	for	small-
scale	enterprises	and	the	informal	sector.	

The	major	 advantage	of	 the	new	ECA	 institutional	 architecture	on	
governance	is	that	governance	has	been	made	a	composite	issue	in	
the	organization,	concentrated	and	handled	by	a	single	division.	

In	addition,	governance	is	defined	by	ECA	in	a	more	holistic	way;		

Governance	 is	 a	 process	 of	 social	 engagement	 be-
tween	the	rulers	and	the	ruled.	Its	components	are:	
(i)	rule	making	and	standard	setting	(ii)	management	
of	 the	 regime	 structures	 (iii)	 outcome	of	 the	 social	
pact26.

For	 ECA,	 the	 conceptual	 notion	 of	 governance	 should	 emphasize	
good	 governance.	 That	 is,	 the	 effects	 of	 governance	 on	 the	 liveli-
hood	of	the	people,	reducing	poverty,	promoting	economic	growth,	
and	ensuring	democratic	stability.		As	such,	in	operational	terms,	the	
components	of	good	governance	are	 (a)	an	efficient	State	 (b)	con-
stitutionalism	 and	 the	 rule	 of	 law,	 (c)	 participatory	 democracy	 (d)	
transparency	 and	 efficient	 economic	management	 (e)	 citizens	 and	
civil	society	empowerment.	The	three	major	agencies	of	good	gov-
ernance	are	(i)	a	democratic	capable	State	(ii)	a	virile	civil	society	and	
(iii)	a	thriving	private	sector.	

26	 Ibid,	p.	3.	
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Through	 its	new	governance	agenda,	ECA	 sought	 to	 support	 State	
and	non-State	actors;	regional	and	national	 institutions;	and	struc-
tures	and	processes	on	the	continent.			The	non-State	actors	include	
civil	 society	and	 the	private	 sector.	 ECA	 strategic	 knowledge	 inter-
vention	 is	mostly	 through	 its	African Governance Report project,	
which	 started	 in	 1999,	 and	 crystallized	 into	 a	major	 technical	 and	
policy	knowledge	tool	on	the	continent	by	the	21st	century.			

Measuring and Monitoring Good 
Governance: The African Governance 
Report (AGR) Project
A	major	governance	intervention	of	ECA	is	the	project	on	“Measur-
ing and Assessing the Progress towards Good Governance in Africa”	
through	which	the	flagship	report	-	AGR	is	produced.	The	project	is	
premised	on	the	emerging	consensus	that	good	governance	is	cen-
tral	to	Africa’s	development	agenda	and	progress	and	a	sin	qua	non	
for	building	a	stable,	prosperous	and	democratic	society.	The	objec-
tives	of	the	ECA	good	governance	project	include:

•	 To	conceptualize	and	define	good	governance	in	a	function-
ally	transparent	manner	and	establish	criteria	for	measuring	
and	monitoring	 good	 governance	 in	 the	 face	 of	 historical,	
socio-political	and	economic	disparities	among	African	coun-
tries;

•	 	To	develop,	sustain	and	internalize	the	norms	of	good	gov-
ernance	within	the	public	and	private	realms	by	sharing	best	
practices	among	stakeholders;

•	 	To	develop	a	better	understanding	of	governance	processes,	
mechanisms	 and	 policies,	 promote	 analytical,	 sound	 dia-
logue	on	governance	and	maintain	governance	issues	on	the	
agenda	of	policy	makers;

•	 To	assist	the	institutional	capacity	assessment	by	identifying	
capacity	 gaps	 and	 propose	 relevant	 interventions,	 actions	
and	programmes	to	address	them;	and

•	 To	assist	in	developing	institutional	capacity	for	governance	
assessment	at	the	national	level27.					

27	 		See,	UNECA,	Lessons Learned in the Measurement and Assessment of Governance,	(Ad-
dis	Ababa:	UNECA,	2004),	p.	4.	
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The	project	covers	seven	major	areas	of	governance.	These	are	po-
litical	 governance,	 institutional	 effectiveness	 and	 accountability	 of	
the	 executive,	 institutional	 checks	 and	 balances,	 public	 economic	
governance	and	public	 sector	management,	 corporate	governance	
and	private	sector	development,	human	rights	and	the	rule	of	 law	
and	capacity	development.	 In	 the	 second	phase	of	 the	project	 for	
the	production	of	AGR	II,	another	theme	on	corruption	was	added	
to	the	project.	

The	ECA	project	has	a	unique	methodology	which	marks	it	out	in	gov-
ernance	studies,	globally.	It	combines	three	research	instruments	of	
an	expert	panel	opinion,	with	household	survey	and	desk	research.		
The	national	expert	panel	comprises	of	70-150	experts	of	different	
professional	backgrounds	and	experiences	drawn	carefully	to	ensure	
representation	with	regard	to	age,	social	status,	education	and	field	
of	training,	political	orientation,	ethnic	and	religious	affiliations	and	
gender	balance	and	cut	across	 the	spectrum	of	 the	private	sector,	
civil	society	organizations,	public	service	and	the	informal	sector	to	
whom	questionnaires	are	administered	to	elicit	 their	views	on	dif-
ferent	 aspects	of	 governance.	 The	household	 survey	uses	 a	 strati-
fied	two-stage	probability	sample	of	1,300	–	3,000	households	which	
spans	a	broad	section	of	the	population	(urban,	rural,	poor	and	mid-
dle	class,	educated	and	illiterate)	to	gauge	their	perceptions	on	key	
national	governance	issues	including	accessibility,	adequacy	and	ef-
ficiency	of	Government	services.	The	desk	research	collects	extant	
information	and	hard	data	from	the	literature	and	primary	texts	on	
the	state	of	governance	in	Africa.	The	first	two	instruments	(expert	
panel	and	household	surveys)	give	voice	and	power	to	the	people	in	
the	analysis	of	governance	and	capture	their	views	on	the	progress	
being	made	on	governance	in	the	countries	covered.	

Apart	from	the	methodology,	there	are	other	unique	aspects	of	the	
ECA	governance	study.	These	include:

•	 It	is	a	major	African	initiative	on	governance	which	is	under-
taken	primarily	by	Africans;

•	 The	scope	of	the	project	is	very	comprehensive	and	encom-
passing,	 covering	 the	 spectrum	 of	 political	 and	 economic	
governance.	Indeed,	it	is	the	most	comprehensive	study	on	
governance	in	Africa;
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•	 The	 notions	 of	 national	 ownership	 and	 legitimacy	 are	 ger-
mane	to	the	project	 through	the	national	consultative	pro-
cesses	of	the	project	and	the	engagement	of	national	institu-
tions	to	undertake	the	studies;

•	 The	building	of	the	capacity	of	national	research	institutions	
in	 conducting	governance	studies	 is	an	 integral	part	of	 the	
AGR	process.	As	the	project	is	institutionalized,	the	expertise	
and	competence	of	the	national	institutions	conducting	the	
national	country	reports	increases.	

•	 Identifying	capacity	deficits	on	governance	and	making	ap-
propriate	 actionable	 policy	 recommendations	 is	 a	 core	 as-
pect	of	the	AGR.	Through	the	AGR	process,	the	capacity	con-
straints	of	countries	can	be	identified	and	addressed.	

•	 The	 AGR	 explicates	 best	 practices	 and	 shares	 comparative	
experiences	on	the	progress	countries	are	making	in	the	gov-
ernance	arena	in	Africa.	

The	AGR	 is	a	biennial	 report,	of	which	 the	first	edition	was	 issued	
in	2007	covering	27	countries	and	the	second	edition	published	 in	
2009	covering	35	countries.	The	third	edition	is	on	the	theme:	Elec-
tions and the Management of Diversity in Africa	covering	41	African	
Countries	to	be	released	in	the	third	quarter	of	2012.					

The	core	message	from	the	AGR	I	is	that	governance	is	improving	in	
Africa,	but	there	are	formidable	challenges.	The	continent	as	the	re-
port	affirms	has	witnessed	a	phenomenal	liberalization	of	the	politi-
cal	space	with	the	existence	of	more	political	parties,	flourishing	of	
CSOs,	media	explosion	with	the	existence	of	more	private	media	en-
suring	better	and	quality	access	to	information	by	the	people,	better	
observance	of	the	rule	of	law	and	respect	for	human	rights,	better	
management	of	the	economy	and	growing	transparency	in	the	con-
duct	of	Government	business.	The	challenges	are	also	daunting.	Cor-
ruption	remains	a	major	obstacle	to	development	with	tax	evasion,	
bribery	and	outright	theft	of	public	funds	quite	rampant;	the	culture	
of	 impunity	 though	on	the	decline	 is	still	prominent;	 the	 legacy	of	
authoritarianism	is	much	alive	with	repression	of	opposition	parties	
and	social	activists	in	some	countries;	the	manipulation	of	the	elec-
toral	process	and	perpetuation	of	personal	rule	still	occurring;	and	
the	general	fragility	and	possible	reversibility	of	the	democratic	pro-
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cess	in	Africa28.	Africa	therefore	has	a	major	challenge	of	democratic	
evolution	and	consolidation	for	the	people’s	voice	to	be	entrenched	
and	good	governance	to	be	institutionalized.	

In	 providing	 substantive	 institutional	 support	 for	 the	 continent	 on	
governance,	 	 ECA	works	 closely	with	 and	 support	 key	 regional	 in-
stitutions,	 including	 the	 African	 Union	 Commission,	 especially	 the	
Departments	of	Political	Affairs	and	Peace	and	Security,	the	African	
Union	 Advisory	 Board	 on	 Corruption,	 the	 APRM	 Secretariat,	 the	
Pan-African	Parliament	and	the	African	Commission	on	Human	and	
Peoples	Rights.	This	strategic	support	is	in	line	with	the	institutional	
focus	of	ECA	under	Mr.	Abdoulie	Janneh	of	promoting	regional	eco-
nomic	and	political	integration	and	development	in	Africa.

Conclusion: Looking back to the future
ECA	 has	 adopted	 a	 political	 economy	 approach	 in	 addressing	 the	
problematics	 of	 development	 on	 the	 continent.	 Development	 not	
viewed	only	in	terms	of	GDP	and	per	capita	economic	growth	rates;	
but	 also	 in	 terms	of	 advancing	 the	 frontiers	of	 political	 and	 social	
progress	which	constitute	the	crucible	on	which	economic	advance-
ment	rests.		This	involves	a	proactive	engagement	with	the	process	
of	building	a	capable	democratic	State	in	African	countries	that	will	
facilitate	good	governance.	Good	governance	is	central	to	achieving	
sustainable	development	in	Africa.	

The	strategic	intervention	of	ECA	on	governance	covering	the	areas	
of	analytical	research	and	publication	of	the	African	Governance	Re-
port	 (AGR),	 strengthening	 of	 democratic	 institutions	 and	 the	 pub-
lic	 sector,	 civil	 society	 empowerment,	 private	 sector	 development	
and	 support	 for	 the	APRM	process	will	 have	 to	 be	 deepened	 and	
improved	upon,	for	ECA	to	continue	to	be	a	major	player	and	partner	
in	Africa’s	development	project	in	the	next	fifty	years	and	beyond.	

28	 	For	a	comprehensive	view	on	the	findings	of	the	report,	see,	UNECA,	Africa Governance 
Report,	2005.	



227Adapting in an Uncertain World: Scope for Policy Space in an Era of Globalization

Adeyemi Dipeolu1

“Reducing the cost of failures by eliminating the possibility  
of success is not a winning strategy”

Peter	Evans2

Introduction 
The	Economic	Commission	 for	Africa	under	 the	 leadership	of	Mr/.	
Abdoulie	Janneh	has	argued	for	the	creation	of	developmental	States	
in	Africa	to	lead	the	socio-economic	transformation	of	the	continent,	
especially	in	order	to	build	on	the	continent’s	potential	to	be	a	global	
growth	pole.3,4		This	body	of	work	has	contributed	to	re-kindling	the	
debate	about	suitable	development	strategies	for	African	countries	
and	 the	 tools	 that	 are	 available	 to	 them	 for	 fast-tracking	 transfor-
mation.		The	question	that	remains	unanswered	is	whether	it	is	still	
possible	for	developmental	States	to	be	built	in	Africa	given	changes	
in	the	international	economic	landscape	that	discourage	or	proscribe	
some	of	the	key	policies	used	by	developmental	States	in	other	parts	
of	the	world.

1	 	Chief	of	Staff,	Economic	Commission	for	Africa	
2	 	Evans,	P.	2005	‘Neo-leberalism	as	a	political	opportunity:	Constraint	and	Innovation	in	
Contemporary	Development	Strategy’,	 in	Gallagher,	K.P.	2005	 ‘Globalization	and	 the	Nation	
State:	Reasserting	Policy	Autonomy	for	Development’
3	 	United	Nations	Economic	Commission	for	Africa,	2011	‘Governing	Development	 in	Af-
rica:	The	Role	of	the	State	in	Economic	Transformation
4	 	United	Nations	Economic	Commission	for	Africa,	2012	‘Unleashing	Africa’s	Potential	as	a	
Pole	of	Global	Growth”

Adapting in an Uncertain 
World: Scope for Policy Space 

in an Era of Globalization
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A	 fairly	 substantial	body	of	work	argues	 that	developing	 countries	
are	being	denied	use	of	the	‘very instruments and tools that many 
industrialized nations took advantage of to reach their current levels 
of development’.5		This	tendency	is	perhaps	best	captured	in	the	ti-
tle	of	Ha-Joon	Chang’s	book	–	‘Kicking Away the Ladder’.6		In	other	
words,	the	scope	for	autonomous	policymaking	by	developing	coun-
tries,	otherwise	called	their	policy	space	has	been	shrinking	over	the	
years	through	conscious	and	unconscious	actions	in	the	global	policy	
arena.

This	approach	was	mostly	driven	by	neo-liberal	interests	and	thought	
processes	which	preached	 the	benefits	of	 unfettered	markets	 and	
warned	 about	 failures	 of	 commission	 and	 omission	 by	 the	 State.7		
Their	objective	was	to	limit	the	role	of	the	State	in	developing	coun-
tries	because	of	the	presumed	benefits	of	globalization,	free-markets	
and	what	seemed	to	be	an	obvious	failure	of	State-led	development.		

This	 agenda	which	 started	 in	 the	 late	 1970s	 and	was	 reflected	 in	
wholesale	adoption	of	 stabilization	programmes,	 structural	 adjust-
ment	programmes	 and	economic	policy	 reforms	 in	 the	1980s	 and	
1990s.	 	 However,	 these	 programmes	 did	 not	 deliver	 as	 promised.		
Growth	rates	were	low	particularly	 in	the	1990s	which	came	to	be	
known	as	the	lost	decade	for	development	and	there	were	also	con-
cerns	about	 increased	 inequality.	 	This	poor	performance	of	coun-
tries	 that	 implemented	 the	“Washington	Consensus”8	was	 in	 stark	
contrast	to	the	performance	of	countries	that	took	a	more	nuanced	
approach	like	the	East	Asian	Tigers	and	more	lately	China,	India	and	
Vietnam.

Relatively	recent	developments	have	also	highlighted	the	limitations	
of	the	neo-liberal	approach.			Williamson	who	is	credited	with	coin-
ing	 the	 phrase	 “Washington	 Consensus”	 took	 pains	 to	 clarify	 that	
he	was	not	necessarily	endorsing	the	neo-liberal	viewpoint.9	In	any	
case,	the	outbreak	of	the	global	economic	and	financial	crisis	in	2008	
when	many	countries	took	national	policy	actions	to	rescue	banks,	

5	 	Gallagher,	K.P.	2005	‘Globalization	and	the	Nation	State:	Reasserting	Policy	Autonomy	for	
Development’	in	K.	Gallagher	(ed)	‘Putting	Development	First,	Zed	Books.
6	 	Chang,	H-J,	…	Kicking	Away	the	Ladder
7	 	See	Lal,	D.	1983	‘The	Poverty	of	Development	Economics’	IEA	and	Krueger,	A.	1990	‘Gov-
ernment	Failures	in	Development’	Journal	of	Economic	Perspectives	Vol.	4	No.3	
8	 	Williamson,	 J.	1990	 ‘What	Washington	Means	by	Policy	Reform’	 in	Williamson	 J.	 (ed)	
‘Latin	American		
9	 	Williamson,	J.	2002	‘Did	the	Washington	Consensus	Fail’
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undertake	fiscal	stimulus,	provide	liquidity	and	internationally	coor-
dinated	actions	to	stave-off	a	possible	depression	showed	the	limits	
of	relying	on	unregulated	markets.		Moreover,	as	Justin	Lin	pointed	
out	in	his	recent	book,	“those	developing	countries	that	succeeded	
in	the	second	half	of	the	20th	century	did	not	follow	dominant	think-
ing	or	policy	prescriptions.”10

In	 the	 circumstances,	 it	 would	 seem	 self-evident	 that	 developing	
countries	 should	 now	 be	 free	 to	 undertake	 national	 development	
policies	 and	 strategies	 deemed	 appropriate	 for	 their	 own	 circum-
stances.		Or,	as	the	South	Centre	put	it,	the	“freedom to choose the 
best mix of policies possible for achieving sustainable and equitable 
economic development given their unique and individual social, po-
litical, economic and environmental conditions”11	 The	 situation	 is	
however	not	quite	so	simple	because	of	the	manner	in	which	policy	
space	was	reduced	and	because	it	is	wrong	to	assume	that	develop-
ment	strategy	after	25	years	of	liberalization	is	tabula rasa	with	no	
consequences	for	policymaking.

This	paper	therefore	explores	if	the	global	economic	environment	al-
lows	developing	countries,	particularly	in	Africa,	the	space	to	use	the	
policies	they	deem	necessary	for	speeding	up	their	development.		In	
particular,	 it	examines	 if	developing	countries	can	still	have	use	of	
the	policy	instruments	available	to	the	industrial	countries	and	more	
successful	developing	countries	 in	the	past	and	makes	suggestions	
on	possible	policy	directions	within	existing	space.		

The	next	section	examines	the	processes	through	which	policy	space	
shrank	over	the	past	thirty	years	and	the	different	ways	in	which	this	
has	been	manifested	 in	 terms	of	policy	approaches	 in	 ideas,	 trade	
and	industry,	finance,	intellectual	property	and	services	sectors.		Sec-
tion	III	addresses	some	key	issues	in	the	debate	about	policy	space	
while		Section	IV	concludes	the	paper	by	examining	the	options	avail-
able	to	developing	countries	for	reclaiming	their	policy	space.

10	 	Lin,	J.Y.	2012	‘The	New	Structural	Economics:	A	Framework	for	Rethinking	Development	
Policy’	The	World	Bank,	Washington
11	 	South	Centre,	2005	‘Policy	Space	for	the	Development	of	the	South’	TRADE.	Policy	Brief	
No.1/2005
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The Shrinking Policy Space
There	were	 three	main	 processes	 through	which	 the	 policy	 space	
available	to	developing	countries	was	reduced	over	the	past	thirty	
years.

The	first	was	 conditionalities	 imposed	on	 them	when	 they	 sought	
loans	and	debt	relief	from	bilateral	and	multilateral	agencies,	such	as	
the	Bretton	Woods	institutions.		These	conditionalities	were	adoption	
and	compliance	with	a	certain	set	of	policy	options	before	 lending	
could	take	place.		It	was	the	ubiquitous	nature	of	these	policies	that	
encouraged	Williamson	to	label	them	the	Washington	Consensus.12		
Some	of	the	policies	are	summarized	in	Williamson’s	later	article	to	
include	fiscal	discipline;	reordering	public	expenditure	priorities;	tax	
reform;	liberalizing	interest	rates;	a	competitive	exchange	rate;	trade	
liberalization;	liberalization	of	inward	foreign	direct	investment;	pri-
vatization;	deregulation;	and	property	rights.		He	explicitly	excludes	
capital	 account	 liberalization,	 monetarism,	 supply	 side	 economics	
and	the	minimal	State	as	being	part	of	what	was	intended	in	his	use	
of	the	phrase.13

The	main	problem	with	this	reasoning	was	that	neo-liberal	thinking	
crept	into	the	policy	conditionalities	of	the	World	Bank	and	the	IMF	
and	the	effect	of	even	the	policies	he	admits	to	supporting	were	not	
as	benign	as	Williamson	would	want	us	to	believe.	 	This	 is	evident	
from	the	sweeping	generalization	made	by	the	World	Bank	that	“the 
public sector lies at the core of the stagnation and decline in growth 
in Africa”14	The	issue	here	however	is	that	the	very	consensus	that	
was	being	trumpeted	meant	that	developing	countries	that	sought	
assistance	 from	 the	 Bretton	Woods	 institutions	 had	 to	 implement	
the	conditionalities	without	any	real	appreciation	of	their	impact	on	
their	economies.

The	compulsion	to	implement	conditionalities	was	further	strength-
ened	by	cross-conditionality	through	which	the	World	Bank	and	the	
IMF	required	compliance	with	conditionalities	of	their	sister	institu-
tion	before	extending	any	support.		This	noose	was	further	tightened	
by	the	 fact	 that	 the	Paris	Club	of	official	creditors	and	the	London	
12	 	Williamson,	J.	1990		op.	cit.
13	 	Williamson,	J.	2002	op.cit
14	 	World	Bank,	1994	“Adjustment	 in	Africa:	Reforms,	Results	and	the	Road	Ahead”	New	
York,	Oxford	University	Press
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Club	of	bank	creditors	also	required	a	seal	of	approval	from	either	
or	both	of	the	Bretton	Woods	institutions	before	agreeing	terms	for	
debt	rescheduling.		It	is	accordingly	evident	that	very	few	countries	
in	such	a	tight	fiscal	or	debt	bind	could	resist	implementing	the	con-
ditionalities	 thus	 leading	 to	generalized	policy	approach	 from	sup-
posedly	unilateral	actions.

The	second	source	of	shrinking	policy	space	was	the	set	of	interna-
tional	rules	that	were	drawn	up	to	manage	the	process	of	globaliza-
tion,	most	notably	in	the	World	Trade	Organization	(WTO)	but	also	
in	 regional	 trade	 agreements	 between	 developed	 and	 developing	
economies	such	as	the	Economic	Partnership	Agreements	between	
the	 European	Union	 and	 the	 African,	 Caribbean	 and	 Pacific	 (ACP)	
States.		The	logic	of	the	WTO	is	trade	liberalization,	non-discrimina-
tion	and	reciprocity.		This	has	meant	the	reduction	of	tariff	and	non-
tariff	 barriers	 over	time,	 the	 spread	of	 liberalization	beyond	 trade	
to	trade-related	investment	measures	(TRIMS),	and	trade	in	services	
(GATS).		Trade-related	aspects	of	intellectual	property	rights	(TRIPS)	
had	a	different	logic	of	increased	protection.

The	means	by	which	developing	countries	signed	on	to	these	policies	
was	 the	 single	undertaking	of	 the	Uruguay	Round	by	which	 every	
item	of	negotiation	is	part	of	a	whole	and	indivisible	package.		In	oth-
er	words,	each	and	every	aspect	of	the	agreements	reached	had	to	
be	signed	on	to	by	participating	countries.		This	lack	of	room	for	pick-
ing	and	choosing	the	policies	that	developing	countries	could	adopt	
was	quite	different	from	the	previous	GATT	regime,	especially	its	Part	
IV,	which	allowed	for	preferences	and	excluded	them	from	reciproc-
ity	requirements.		The	single	undertaking	was	further	reinforced	by	
the	introduction	of	a	Dispute	Settlement	Mechanism	by	which	coun-
tries	that	did	not	comply	could	be	subject	 to	expensive	retaliatory	
action.		A	softer	version	of	ensuring	compliance	was	the	introduction	
of	Trade	Policy	Reviews	for	all	WTO	member	States	such	that	their	
trade	and	industrial	policies	are	subjected	to	scrutiny.		Regional	trade	
agreements	have	also	been	used	to	deepen	this	process,	with	sever-
al	objections	to	the	Economic	Partnership	Agreements	between	the	
EU	and	the	African,	Caribbean	and	Pacific	Group	of	countries	arising	
from	the	attempted	introduction	of	WTO	issues.

The	configuration	of	global	economic	and	financial	power	and	its	vis-
ible	and	invisible	uses	are	another	means	through	which	the	policy	
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space	available	to	developing	countries	has	been	truncated.		Accord-
ingly,	even	in	arrangements	that	seem	or,	indeed,	are	voluntary,	de-
veloping	countries	do	not	have	much	room	for	manoeuvre	because	
they	 know	 the	 kinds	 of	 policies	 that	 have	 to	 be	 adopted	 in	 order	
for	 them	 to	 receive	 assistance.	UNCTAD	argues	 that	 this	 is	 in	 fact	
what	happened	 in	 the	 case	of	 the	Poverty	Reduction	 Strategy	Pa-
pers	(PRSPs).	15		This	is	also	evident	from	the	Country	Policy	and	Insti-
tutional	Assessment	scorecard	used	by	the	World	Bank	to	measure	
compliance	with	a	set	of	governance	policies	and	to	determine	aid	
allocations	and	debt	ceilings.	 	Even	when	policies	are	the	result	of	
unilateral	domestic	action,	 they	are	not	 readily	undone	 for	 fear	of	
repercussions.		In	countries	that	have	opened	their	capital	account,	
any	attempt	to	 introduce	restrictions	might	not	only	attract	strong	
criticism	but	could	also	 lead	to	massive	capital	flight,	currency	col-
lapse	and	punitive	rates	on	borrowing.

Reduced Policy Space
Developing	countries	have	accordingly	lost	some	scope	for	independ-
ent	policy	design	to	asymmetries	in	economic	power,	path	depend-
ence	of	previous	policies	and	multilateral	frameworks	that	constrain	
their	ability	to	design	development	strategies	that	are	suited	to	their	
individual	national	situations.		Having	explored	the	means	by	which	
policy	options	were	circumscribed,	it	is	useful	to	gain	an	appreciation	
of	the	extent	and	scope	of	the	shrinkage	as	well	as	how	such	limita-
tions	might	work	against	growth	and	development.

The	specific	areas	examined	here	include	the	marketplace	of	ideas,	
trade	and	 industry,	 the	financial	sector,	 intellectual	property	rights	
and	services.

The Marketplace of Ideas

A	significant	way	in	which	the	policy	space	available	to	developing	
countries	has	reduced	over	the	past	thirty	years	has	been	the	limited	
options	that	were	available	to	them	in	the	marketplace	of	ideas.		This	
limitation	is	aptly	captured	in	the	phrase	“There	is	No	Alternative”	or	
TINA,	which	although	first	popularized	by	Margaret	Thatcher	when	

15	 	UNCTAD	2002	“From	Adjustment	to	Poverty	Reduction:	What’s	New”	United	Nations,	
New	York	and	Geneva
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she	was	Prime	Minister	of	the	United	Kingdom	came	to	reflect	the	
attitude	of	the	protagonists	of	structural	adjustment	policies	in	the	
developing	countries.		

As	Justin	Lin	points	out16	Keynesian	economics	was	undone	by	the	
collapse	 of	 central	 planning	 in	 Eastern	 Europe	 and	 the	 economic	
crisis	in	the	developed	and	developing	economies	in	the	1970s	and	
1980s	and	replaced	by	rational	expectations	theory	as	the	dominant	
intellectual	framework	in	development	thinking.		Taken	against	the	
background	of	 the	financial	 resources	 of	 the	Bretton	Woods	 insti-
tutions	and	developing	countries	as	well	as	 the	academic	reach	of	
neo-classical	 economics	 and	 the	 adherents	 of	 neo-liberal	 political	
economy,	it	is	not	surprising	that	political	leaders	and	policymakers	
particularly	in	Africa	(a	region	in	which	economic	and	policymaking	
capacity	 is	extremely	scarce)	seldom	consider	other	policy	options	
outside	the	mantra	of	the	Washington	Consensus.		

Apart	from	the	pressure	and	refusal	to	countenance	other	options	
as	well	as	the	use	of	theoretical	frameworks	to	justify	limiting	policy	
interventions	by	Governments,	one	of	the	consequences	of	this	ap-
proach	was	a	failure	to	use	and	incorporate	insights	from	other	fields	
of	economics	where	work	on	increasing	returns,	herding,	technologi-
cal	learning,	irrational	exuberance,	oligopolistic	pricing	and	the	like	
provided	a	wider	menu	for	economic	analysis.17	An	even	more	per-
nicious	effect	was	that	a	generation	of	economists	and	policymak-
ers,	particularly	in	Africa,	have	been	weaned	on	the	neo-liberal	ideal	
either	from	university	or	from	working	in	the	multilateral	finance	in-
stitutions	and	approach	development	within	this	limited	framework.		
This	 is	perhaps	not	surprising	 if	we	take	 into	account	the	observa-
tion	by	Rodrik	that	a	World	Bank	team	of	which	he	was	a	member	
found	it	difficult	to	wean	the	Bank’s	country	economists	away	from	
the	Washington	Consensus.18	

16	 	Lin,	J.	2012	‘The	New	Structural	Economics’	The	World	Bank,	Washington	D.C
17	 	Wade,	R.	2005	“What	Strategies	are	Viable	for	Developing	Countries	today?’	in	K.	Gal-
lagher	(ed)	‘Putting	Development	First’	Zed	Books,	New	York
18	 	Rodrik,	D.	2006	‘Goodbye	Washington	Consensus,	Hello	Washington	Confusion?’	Journal	
of	Economic	Literature	Vol	XLIV,	December	2006
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Trade and Industrial Policies

Trade	and	industrial	policy	space	for	developing	countries	similarly	
shrank	 through	 structural	 adjustment	 programmes	 and	 the	 global	
trading	regime.		It	was	reflected	in	the	abolition	of	planning	and	im-
port	substitution	programmes	as	well	as	reduction	and	elimination	
of	protection	and	preferences.	 	 The	 reasoning	behind	 these	views	
was	mostly	that	it	was	not	possible	for	States	to	pick	winners	or	work	
against	the	comparative	advantage	of	their	economies.		It	was	also	
felt	that	most	infant	industries	in	developing	economies	never	grow	
up	and	had	become	a	source	of	huge	rents	and	inefficiencies	in	the	
production	process.		

In	 the	 context	 of	WTO,	 policy	 space	 for	 developing	 countries	was	
limited	in	several	ways.		It	came	first	of	all	from	the	logic	of	non-dis-
crimination	and	reciprocity	that	underpinned	the	single	undertaking	
as	opposed	to	the	specific	exemptions	introduced	as	Part	IV	of	GATT	
in	1965.		Moreover,	by	encouraging	developing	countries	to	enter	to	
a	regime	of	bound	tariffs	it	became	more	difficult	for	them	to	give	
new	or	additional	protection	to	sectors	of	concern	by	other	means,	
including	 voluntary	export	 restraints	which	were	an	 instrument	of	
choice	in	the	pre-WTO	era.

Even	more	critical	is	the	fact	that	once	the	tariffs	are	bound,	the	only	
way	is	downwards	because	these	bound	tariffs	no	matter	how	high	
they	are	at	the	on-set	will	eventually	be	cut	in	successive	rounds	of	
negotiations.	 	This	became	evident	 in	 the	Non-Agricultural	Market	
Access	(NAMA)	negotiations	of	the	WTO	in	the	sense	that	the	sixth	
WTO	Ministerial	meeting	agreed	to	use	the	non-linear	Swiss-Formula	
to	cut	the	industrial	tariffs.		The	implication	of	this	is	that	higher	tariff	
levels	would	be	cut	more	than	lower	ones.		Of	equal	importance	in	
this	regard	is	the	fact	that	WTO	rules	not	only	prohibit	specific	subsi-
dies	but	also	limit	the	room	for	developing	countries	to	impose	per-
formance	requirements	and	export	 targets	on	 foreign	firms	or	use	
public	procurement	in	favour	of	domestic	firms.

The	key	point	here	is	that	unlike	the	GATT-era,	developing	countries	
cannot	participate	in	trade	liberalization	rounds	on	the	basis	of	pref-
erences	 and	 non-reciprocity.	 	 Moreover	 they	 became	 committed	
to	 participate	 in	 Trade	 Policy	 Reviews	 and	 the	Dispute	 Settlement	
Mechanism	of	the	WTO.			Trade	Policy	Reviews	are	a	soft	means	of	
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ensuring	compliance	with	a	particular	set	of	policies	in	the	sense	that	
participating	countries	feel	compelled	to	conform	to	the	prevailing	
liberal	orthodoxy.19	 	The	Dispute	Settlement	Mechanism	constrains	
policy	 space	 in	 two	visible	ways.	 	 The	first	 is	 the	potential	 cost	of	
litigation,	which	makes	many	developing	 countries	 cautious	 about	
attracting	a	legal	challenge.	The	second	is	the	possibility	of	losing	a	
case	to	a	developed	country,	which	could	be	costly	in	terms	of	policy	
reversal	or	potential	retaliation.

The Financial Sector

Liberalization	of	the	financial	sector	in	developing	countries	took	the	
form	of	financial	deepening.	 	This	entailed	 lifting	 interest	rate	ceil-
ings,	abolition	of	credit	allocation	guidelines,	liberalization	of	finan-
cial	intermediation,	especially	the	banking	sector	and	lifting	of	capi-
tal	 controls.	 	 The	argument	mostly	 associated	with	McKinnon	and	
Shaw	was	that	financial	repression	had	hitherto	discouraged	savings	
and	investment	by	private	sector	actors.		Capital	controls	were	seen	
as	preventing	inward	investment	and	the	natural	flow	of	capital	from	
capital-rich	countries	to	capital-scarce	ones	thus	denying	the	econo-
my	much	needed	investment	and	financial	resources.		

Apart	 from	 being	 part	 and	 parcel	 of	 the	 ‘Washington	 Consensus’	
and	therefore	 implemented	without	any	real	consideration	to	spe-
cific	country	circumstances,	the	liberalization	of	the	financial	sector	
resulted	in	a	loss	of	policy	space.		A	good	example	is	that	of	credit	
allocation	guidelines.	 	This	tool	which	was	used	to	direct	capital	to	
more	 productive	uses	 in	 Japan,	 South	 Korea	 and	other	 East	Asian	
economies	was	denied	to	other	developing	countries.		Indeed,	it	was	
reported	that	Japan	was	so	concerned	about	this	matter	that	it	com-
missioned	the	East	Asian	Miracle	study	as	a	means	of	throwing	more	
light	on	the	matter.20	

Another	 dimension	 in	 which	 policy	 space	 was	 lost	 by	 developing	
economies	 related	 to	 the	opening	up	of	 their	 capital	markets.	 	 In-
deed,	rather	than	encourage	capital	 inflows	related	only	to	foreign	

19	 	Zahrnt,	V.	(2009	)	argues	for	instance	that	TPRs	should	be	resolutely	used	to	shape	do-
mestic	politics.	“The	WTO’s	Trade	Policy	Review	Mechanism:	How	to	create	political	will	 for	
liberalization’	ECIPE	Working	Paper	11/2009
20	 	Killick,	T.	1994	‘East	Asian	Miracles	and	Development	Ideology’,	Development	Policy	Re-
view	Vol	12
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direct	investment,	open	capital	markets	have	resulted	more	in	port-
folio	investments,	huge	speculative	flows	and	the	exposure	of	devel-
oping	countries	to	contagion	from	other	markets.		This	was	certainly	
the	case	in	the	East	Asian	crisis	of	1997	where	the	problems	in	one	
country	 quickly	 spread	 to	 other	 emerging	 economies	 because	 the	
forms	of	financial	 inflows	 that	dominated	after	financial	 liberaliza-
tion	such	as	portfolio	holdings	and	short-term	borrowing	were	eas-
ily	reversed.		The	only	country	that	asserted	its	policy	space	by	suc-
cessfully	imposing	capital	controls	was	Malaysia	whose	efforts	were	
viewed	as	maverick	and	likely	to	fail.21		

Intellectual Property Rights

The	reduction	in	policy	space	for	developing	countries	in	the	area	of	
intellectual	property	rights	derives	mainly	from	the	Trade-Related	In-
tellectual	Property	Rights	(TRIPS)	Agreement	of	the	WTO	but	it	is	also	
taking	place	through	bilateral	and	regional	agreements	that	include	
TRIP-plus	provisions.		Unlike	other	WTO	agreements	which	attempt	
to	liberalize	trade	the	raison d’etre	of	the	TRIPS	agreements	is	to	pro-
vide	protection	and,	indeed,	several	free-trade	commentators	have	
been	critical	of	its	inclusion	in	the	single	undertaking.22

There	are	two	main	areas	in	which	the	TRIPS	Agreement	restricts	the	
policy	space	of	developing	countries.		The	first	is	that	it	increases	the	
cost	of	knowledge	for	developed	countries	while	increasing	the	flow	
of	royalties	to	these	countries,	while	the	second	is	that	it	introduces	
an	imbalance	in	the	rights	and	obligations	between	developing	and	
developed	 countries.	 	With	 regard	 to	 patents	 for	 instance,	United	
States	companies	make	an	extra	$19	billion	 in	yearly	royalties	as	a	
result	of	 the	TRIPS	Agreement,	while	with	regard	to	copyrights	re-
search	libraries	paid	66	per	cent	more	for	scientific	monographs	in	
2001	than	they	did	 in	1986	 for	9	per	cent	 less	monographs.23	This	
same	writer	 observes	 that	 while	 developing	 countries	 have	more	
specific	obligations	the	violation	of	which	can	get	them	taken	before	

21	 Jomo	 (2006)	describes	 the	 imposition	of	 controls	on	 capital	 outflows	as	 an	 important	
challenge	to	the	prevailing	orthodoxy.			Jomo,	K.S.		2006	‘Pathways	Through	Financial	Crisis:	
Malaysia’	Global	Governance	12
22	 	 See	 for	 instance	Wolf,	M.	 “Globalisation	 and	 Interdependence”	 a	 contribution	 to	UN	
General	Assembly	debate	on	Globalisation	and	Interdependence
23	 	Wade,	R.H.	2005	‘What	Strategies	are	Viable	for	Developing	Countries	Today?	The	World	
Trade	Organization	and	 the	Shrinking	of	 “Development	Space”	 in	K.	Gallagher	 (ed).	 Putting	
Development	First,	Zed	Books
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the	 Dispute	 Settlement	Mechanism	 of	WTO	 their	 rights	 to	 obtain	
technology	 from	 the	 developed	 countries	 are	 hardly	 enforceable.		
The	result	of	all	these	restrictions	is	that	developing	countries	have	
less	scope	to	copy,	reverse	engineer,	 impose	 local	content	rules	or	
even	manufacture	generic	drugs	than	the	developed	and	more	suc-
cessful	developing	countries	had	in	the	past.

Services

	Trade	in	services	was	brought	under	the	rubric	of	WTO	during	the	
Uruguay	Round	through	the	General	Agreement	on	Trade	in	Services	
(GATS).		To	the	extent	that	it	restricts	the	room	for	Governments	to	
closely	regulate	the	services	market	or	to	control	multinational	cor-
porations,	it	can	also	be	seen	as	contributing	to	the	reduction	in	pol-
icy	space	for	developing	countries.		The	importance	of	such	potential	
restrictions	is	underscored	by	the	wide	range	of	activities	in	the	ser-
vices	sector	as	well	as	the	fact	that	Governments	have	a	responsi-
bility	 to	ensure	 that	 their	 citizens	have	access	 to	affordable	public	
services,	including	education,	potable	water	and	health	services.

The	GATS	 is	 also	an	 investment	agreement	 in	 so	 far	 as	 it	has	pro-
visions	dealing	with	commercial	presence	of	service	providers.		Ac-
cordingly,	its	introduction	of	national	treatment	clauses	for	multina-
tional	corporations	means	that	the	ability	to	elicit	cooperation	from	
these	companies,	including	performance	requirements	in	exchange	
for	 incentives	 is	severely	 limited.	 	This	 is	an	 important	 issue	for	as	
Charles	Gore24	 reminds	us,	UNCTAD	 I	had	noted	 that	most	 foreign	
direct	investment	by	multinational	corporations	was	in	the	import-
substituting	sector	and	not	in	exports	in	order	to	avoid	competition	
with	their	home-based	plants.		The	recommendation	made	on	that	
occasion	 therefore	was	 that	Governments	of	developing	 countries	
should	find	ways	to	make	their	cooperation	with	foreign	companies	
conditional	on	export	performance	criteria.

It	should	be	acknowledged	that	the	GATS	is	often	seen	as	develop-
ment	friendly	in	the	sense	that	it	contains	provision	which	allow	de-
veloping	 countries	 to	exclude	certain	 sectors	or	 requirements25	 ab	

24	 	Gore,	C	2004	 ‘Global	 Interdependence	and	National	Development	Strategies’	 in	UNC-
TAD	“Beyond	Conventional	Wisdom	in	Development	Policy:	An	Intellectual	History	of	UNCTAD	
1964-2004”
25	 	Except	the	MFN	clause
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initio.		This	positive	list	approach	is	useful	but	the	problem	as	with	
many	of	the	other	flexibilities	in	WTO	agreements	is	that	they	leave	
no	room	for	roll-back	if	a	country	has	cause	to	change	its	mind.		This	
is	contrary	to	the	need	for	a	country	to	learn	from	its	own	mistakes	
for	as	Martin	Wolf	reminds	us	“States	(should)	be	allowed	to	make	
their	own	mistakes	and	learn	from	them.”26		This	principle	lay	at	the	
heart	of	the	development	strategies	of	the	East	Asian	countries.		Fol-
lowing	the	brief	look	at	some	ways	in	which	policy	space	has	been	
constrained	it	would	be	important	to	untangle	some	of	the	debate	
about	the	impact	and	intent.

Untangling the Issues
There	are	several	dimensions	from	which	it	would	be	necessary	to	
address	 issues	 relating	 to	 the	 impact	and	 intent	of	 reduced	policy	
space.		These	include	economic	performance	in	the	era	of	structural	
adjustment,	 the	 views	 that	 domestic	 policy	 regimes	 are	 voluntary	
choices	of	developing	countries	and	 that	 in	any	case	 the	 resultant	
reduced	policy	space	is	in	their	best	interest.		There	is	also	the	asser-
tion	that	there	are	flexibilities	existing	in	new	global	arrangements	
that	can	be	used	by	developing	economies,	which	needs	to	be	ex-
amined.

Did ‘Washington Consensus Deliver as Promised’

The	first	point	 that	needs	 to	be	examined	 in	 this	 regard	 relates	 to	
whether	or	not	economic	performance	 improved	 in	the	era	of	the	
“Washington	 Consensus”.	 	 The	 obvious	 answer	 is	 no.	 	 The	World	
Bank	reported	for	instance	that	although	nearly	every	country	in	Lat-
in	America	and	the	Caribbean	had	pursued	economic	reform,	growth	
in	that	region	was	on	average	very	slow	and	not	sustained	from	1985	
to	2001.		The	experience	in	Africa	was	not	much	better	as	put	suc-
cinctly	by	the	World	Bank	that	“Despite declared good intentions, a 
historic process of debt relief, continued unprecedented levels of of-
ficial assistance, pressure for policy reform, promising developments 
in governance, and a not terribly unfavourable external climate, no 

26	 	Wolf,	M.	2004	op	cit
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widespread and definitive take-off has occurred.  Living standards 
and real incomes have declined precipitously in many countries”27

The	interesting	thing	about	the	poor	performance	in	Latin	America	
and	Africa	is	that	it	was	in	sharp	contrast	to	the	experience	in	China	
and	India	the	biggest	developing	countries.		These	countries	did	not	
undertake	the	standard	Washington	Consensus	policies	and	yet	grew	
fastest	in	the	1980s	and	1990s.		Growth	in	GDP	per	capita	was	4.4	
per	 cent	per	annum	 in	 India	between	1990	and	2000	while	China	
grew	on	average	by	7.0	per	cent	in	the	same	period.28	 	Lin	has	ob-
served	that	sustained	economic	growth	is	unlikely	without	structural	
change	and	yet	Africa’s	share	of	manufacturing	was	 lower	 in	2005	
than	in	1965.29		The	contrast	with	the	emerging	economies	could	not	
be	any	more	stark.

Yet,	 the	 matter	 is	 not	 quite	 so	 simple	 because	 African	 countries	
have	 recorded	 relatively	 high	 growth	 rates	 since	 the	 beginning	 of	
the	Millennium.		The	question	that	then	arises	is	whether	these	im-
provements	which	have	been	driven	by	 improved	macroeconomic	
management	and	high	commodity	prices	can	be	sustained	and	are	
sufficient	 to	 transform	African	 economies	 given	 the	 limited	 policy	
space	available	to	them.		The	last	section	of	this	paper	will	examine	
the	options	available	in	this	regard	but	it	suffices	to	say	at	this	point	
that	the	quality	of	growth	in	terms	of	job	creation	and	social	equity	
in	these	countries	leaves	much	to	be	desired.

Policies as Sovereign Choices

A	central	theme	in	the	debate	about	policy	space	has	been	the	fact	
that	 nation	 States	 are	 sovereign	 and	 are	 not	 forced	 to	 adopt	 any	
policies	that	they	do	not	wish	to	implement.		It	is	often	said	that	na-
tions	were	not	duty	bound	to	borrow	from	the	World	Bank	and	did	
not	therefore	have	to	accept	its	conditionalities	and	also	that	agree-
ments	reached	in	WTO	were	voluntarily	acceded	to.		This	is	a	view	
that	bears	closer	examination.

27	 	World	Bank,	2005	Economic	Growth	in	the	1990s:	Learning	from	a	Decade	of	Reform’		
The	World		Bank,	Washington	D.C
28	 	World	Bank	2005	‘Economic	Growth	in	the	1990s:	Learning	from	a	Decade	of	Reform’		
The	World		Bank,	Washington	D.C
29	 	Lin,	J.Y.	2012	op.cit
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In	 actual	 fact,	many	 African	 countries	were	 caught	 in	 an	 external	
debt	trap	and	did	not	have	much	room	for	manoeuvre	with	regard	to	
accepting	conditionalities	 imposed	by	multilateral	financial	 institu-
tions	and	aid	agencies.		Even	when	developing	countries	are	not	so	
dependent	on	debt	relief	or	 foreign	aid,	 their	ability	to	 implement	
alternative	policies	greatly	constrained	by	the	path	dependence	on	
knowledge.		In	other	words,	such	countries	may	not	even	be	consid-
ering	alternatives	because	they	have	come	to	believe	that	the	pro-
posed	policies	are	in	their	own	best	interests.		It	will	take	some	time	
to	change	the	thinking	of	a	generation	of	economists	and	policymak-
ers	in	donor	countries,	international	financial	institutions	and	in	the	
developing	countries	themselves.		

Another	limitation	on	the	ability	of	developing	countries	to	exercise	
their	 sovereignty	 arises	 from	 the	 open	 systems	 that	 have	 already	
been	established.		Even	when	a	country	has	voluntarily	undertaken	
liberalization	commitments,	the	nature	of	the	global	economy	is	that	
it	might	not	be	in	a	position	to	easily	reverse	such	policies.		A	good	
example	of	this	is	the	“Golden	Straitjacket”	highlighted	by	Friedman	
(1999)	which	 “narrows the political and economic policy choices…
(and reduces political choices to) Pepsi or Coke – to slight nuances 
of tastes, … policy, …but never any major deviation from the core 
golden rules”30.		In	other	words,	even	developed	countries	can	find	
their	room	for	manoeuvre	limited	by	previous	policy	choices.		

In	developing	countries,	the	inability	to	remove	the	straitjacket	after	
liberalization	 is	 compounded	by	 the	 loss	of	 capacity	 to	 implement	
development	policies,	orthodox	or	heterodox,	due	to	the	effects	of	
the	brain	drain,	 drastically	 lower	 salaries	 and	 institutional	 atrophy	
caused	by	economic	policy	reforms.		This	had	severe	implications	for	
public	sector	capacity	across	the	board,	including	in	terms	of	corrup-
tion	and	moonlighting.	In	other	words,	even	if	they	wanted	to,	most	
developing	countries	are	generally	not	now	in	the	position	to	chart	
an	independent	development	strategy	for	transformation	of	society	
due	to	loss	of	bureaucratic	capacity.		

30	 	Friedman,	T.L.	1999,	“The	Lexus	and	the	Olive	Tree:	Understanding	Globalization”	New	
York,	Farrer,	Straus	and	Giroux.
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Reduced Policy Space is a Good Thing?

Some	people	in	fact	believe	that	denial	of	policy	space	to	developing	
countries	may	be	a	good	thing.		This	is	reflected	first	of	all	in	the	view	
that	there	is	nothing	inherently	wrong	with	the	policies	and	that	all	
that	is	needed	is	better	implementation	or	more	time	for	the	positive	
effects	to	work	their	way	through	the	economy.		This	remains	very	
much	the	view	in	the	IMF	as	can	be	gleaned	from	work	by	those	as-
sociated	with	that	institution	like	Singh	and	others31	and	Krueger	32.		

There	are	several	problems	with	insisting	on	the	inevitability	of	policy	
reforms	at	the	Washington	Consensus.		The	first	is	that	reforms	have	
to	be	implementable	both	in	terms	of	policy	design	and	capability.		
There	is	no	point	in	insisting	on	a	particular	approach	if	it	is	obvious	
that	the	ability	to	implement	it	is	lacking	in	the	country	concerned.		It	
is	in	fact	ironical	that	this	is	one	of	the	key	arguments	that	neo-liber-
als	made	against	the	ability	of	developing	countries	to	implement	in-
dustrial	policy.		In	any	case,	the	historical	experience	of	the	industrial	
countries	and	the	more	successful	developing	countries	has	shown	
that	development	cannot	take	place	through	a	blueprint.		Moreover,	
there	are	limits	to	which	the	role	of	the	State	can	be	curbed	or	by	
which	multilateral	agreements	can	propel	economic	transformation.

Another	problem	with	 the	“stay	 the	course”	argument	 for	 limiting	
policy	space	is	that	it	 ignores	the	cost	of	adjustment	policies.	 	 	For	
example,	 as	Krueger	herself	notes,	 the	 cost	of	policy	 failure	 in	Ar-
gentina	was	very	high.		To	quote	her	“…	policy failures can be cata-
strophic.  Argentina is the most obvious recent example: in one of 
Latin America’s richest economies, tens of millions of people have 
been affected, the poverty rate has soared, the economy contracted 
by more than 20 per cent.  More than 50 per cent of the population 
now lives below the poverty line, in a country with a much less well-
developed social safety net”.33		

The	argument	that	Washington	Consensus	type	reforms	should	be	
given	more	time	is	also	fraught	with	difficulty	for	the	simple	reason	

31	 	Singh,	A.	et	al.,	Stabilization	and	Reform	in	Latin	America	:	A	Macroeconomic	Perspective	
on	the	Experience	Since	the	Early	1990s,	IMF	Occasional	Paper,	February	2005
32	 	Krueger,	A.O.,	“Meant	well,	tried	little,	failed	much:	Policy	reforms	in	emerging	market	
economies”	Remarks	at	 the	Roundtable	Lecture	at	 the	Economic	Honors	Society,	New	York	
University,	New	York,	March	2004
33	 	Krueger,	A.	op.	cit
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that	in	many	African	countries	the	amount	of	time	devoted	to	such	
policies	was	an	average	of	 twenty-five	years	which	 is	much	 longer	
than	the	period	in	which	they	tried	import-substitution	policies.		This	
must	surely	be	a	consideration	in	the	willingness	of	the	World	Bank	
to	contemplate	a	paradigm	shift.		Ultimately,	however,	the	weakness	
of	 the	 “even	more	of	 the	 same”	argument	 for	 reform	 is	 that	 they	
tend	to	measure	failure	in	developing	countries	either	by	shifting	the	
goalpost	or	in	terms	of	outcomes	expected	in	developing	countries.		
Rodrik	(2006)	makes	the	same	point	when	he	points	out	that	“Telling 
poor countries … that they have to set their sights on the best-prac-
tice institutions of the U.S. or Sweden is like telling them that the only 
way to develop is to become developed”	and	that	“So open-ended is 
the agenda that even the most ambitious institutional reform efforts 
can be faulted ex post for having left something out.”	34

Another	set	of	arguments	that	has	been	made	for	constraining	the	
policy	space	of	developing	countries	is	that	their	Governments	can-
not	be	trusted	to	adopt	good	policies	for	the	good	of	their	societies	
because	they	are	not	benevolent	and	are	vulnerable	to	corruption	
and	 a	 rent-seeking	 behaviour.	 In	 other	 words,	 conditionality	 and	
lock-in	 into	global	 rules	are	necessary	 to	prevent	bad	governance.		
A	variant	of	this	view	is	that	even	where	Governments	are	willing	to	
contemplate	reform,	they	might	not	be	able	to	resist	pressures	from	
interest	groups	that	have	vested	interests	in	certain	types	of	policies.		
For	example,	labour	groups	and	producer	associations	that	want	pro-
tectionist	policies	maintained	 in	 the	 interests	of	 their	 constituents	
without	taking	consumer	concerns	into	account.

The	most	obvious	reason	for	dismissing	these	arguments	is	that	they	
go	 against	 the	 grain	 of	 the	 very	 democratic	 practices,	which	 form	
the	institutional	complement	of	the	Washington	Consensus	policies.		
Surely,	it	is	a	form	of	political	corruption	to	impose	policies	that	are	
unpopular	or	resisted	at	home	by	abdicating	responsibility	for	them	
and	blaming	 someone	else.	 In	 any	 case,	 there	 are	 limits	 to	which	
Government	discretion	can	be	replaced	by	rules,	since	it	is	ultimately	
responsible	for	enforcement	of	such.35		

34	 	Rodrik,	D.	2006	op.	cit
35	 	See	also	Rodrik	2006,	op.	cit
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Unusable Flexibilities 

It	 is	 to	be	admitted,	of	course,	 that	flexibilities	are	often	built	 into	
policy	regimes	as	was	most	definitely	the	case	when	countries	were	
granted	 debt	 rescheduling	 and/or	 relief	 on	 the	 basis	 of	 progress	
made	rather	than	the	actual	achievement	of	specified	targets.		This	
was	also	the	case	in	WTO	agreements	which	have	exemptions	and	
flexibilities	for	participants	along	with	provisions	for	Special	and	Dif-
ferential	Treatment	(SDT)	of	developing	countries.

The	question	that	would	arise	therefore	is	why	developing	countries	
cannot	take	advantage	of	these	flexibilities	and	if	not,	whether	they	
would	be	able	to	use	additional	policy	space?	 	 	 	Some	of	 these	 is-
sues	will	be	addressed	in	the	next	section	but	it	should	be	noted	that	
most	of	the	flexibilities	granted	to	developing	countries	in	WTO	are	
vague,	difficult	to	enforce,	limited	in	value	or	have	eroded	over	time.		
This	was	recognized	in	the	Doha	Declaration	of	WTO	in	which	it	was	
agreed	to	strengthen	special	and	differential	treatment	(SDT)	provi-
sions	for	developing	countries	and	make	them	“precise, effective and 
operational”.

The	point	has	been	made	elsewhere	that	the	SDT	measures	in	the	
Uruguay	 Round	 were	 more	 focused	 on	 ensuring	 that	 developing	
countries	 implemented	 WTO	 disciplines	 and	 the	 only	 concession	
granted	 was	 usually	 extra	 time	 or	 the	 promise	 of	 technical	 assis-
tance.36				Ajit	Singh	also	pointed	out	in	this	regard	that	“there are no 
S&DT provisions … that would enable developing countries to over-
come the anti-developmental impact of several parts of the WTO 
Agreements themselves”.37		Some	of	the	anti-developmental	impacts	
with	regard	to	trade	and	industry,	intellectual	property	and	services	
have	already	been	examined	above.

It	is	evident	therefore	that	the	shrinking	of	policy	space	has	not	nec-
essarily	worked	in	favour	of	developing	countries.		The	key	issue	that	
remains	 to	 be	 addressed,	 however,	 is	 whether	 or	 not	 developing	
countries	can	reclaim	policy	space	or	how	best	they	can	adjust	if	the	
situation	has	become	a	fait accompli.

36	 	Singh,	Ajit.	2005	‘Special	and	Differential	Treatment:	The	Multilateral	Trading	System	and	
Economic	Development	in	the	Twenty-first	Century’	in	K.	Gallagher	(ed)	Putting	Development	
First,	Zed	Books
37	 	Singh,	Ajit.	op.	cit
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What Is To Be Done?
Given	 the	 processes	 by	 which	 policy	 space	 for	 developing	 coun-
tries	has	been	restricted	and	the	costs	of	disregarding	global	 rules	
and	considerations	of	international	political	economy,	it	is	doubtful	
whether	developing	countries	can	reverse	the	situation	in	the	near	
future,	short	of	a	breakdown	in	the	international	economic	order.		In	
other	words,	despite	the	important	evidence	from	history	and	also	
from	theory	about	the	effectiveness	of	some	forms	of	State	interven-
tion,	it	is	not	likely	that	the	genie	can	be	put	back	in	the	bottle.

However,	 since	development	 remains	a	global	priority,	 it	 is	 impor-
tant	to	highlight	some	possible	means	by	which	countries	undertake	
independent	policy	actions	in	the	present	circumstances.	 	 It	would	
mean	learning	more	about	policies	used	successfully	in	other	parts	
of	the	world.	 	 It	would	also	entail	promoting	 internal	markets	par-
ticularly	in	Africa.		Potential	also	abounds	from	what	Alice	Amsden	
has	termed	smart	industrial	policies	as	well	as	through	the	reintro-
duction	of	national	strategic	thinking.

Learning from Asia

There	is	a	very	broad	range	of	studies	that	have	been	undertaken	to	
glean	the	 lessons	 from	the	successful	development	experiences	of	
the	East	and	South-East	Asian	economies.	 	 (Amsden,	Chang,	 John-
son,	Wade,	Woo-Cummings,	World	Bank).38		The	overwhelming	evi-
dence	is	that	the	success	recorded	could	be	mainly	ascribed	to	the	
developmental	State	in	countries	such	as	Japan,	South	Korea,	Taiwan	
and	more	recently	even	China	and	Vietnam.		However,	even	this	suc-
cessful	 interventions	have	not	attracted	unanimity	 in	explanations.		
At	the	extreme	end,	was	the	view	that	the	success	in	these	countries	
was	justification	for	neo-liberal	policies.	

This	fiction	was	soon	abandoned	in	favour	of	two	other	arguments	
against	 State	 intervention.	 	 The	 first	 being	 that	 other	 developing	
countries	particularly	in	Africa	did	not	have	the	wherewithal	to	rep-
38	 	Amsden,	A.	1992	‘Asia’s	Next	Giant:	South	Korea	and	Late	Industrialization’,	OUP;	Chang,	
H-J.	 2007	 ‘East	 Asian	 Development	 Experience:	 The	miracle,	 the	 crisis	 and	 the	 future’	 Zed	
Books;	 Johnson,	 C.	 1982	 ‘MITI	 and	 the	 Japanese	Miracle:	 The	 Growth	 of	 Industrial	 Policy’	
Stanford	University	Press;	Wade,	R.H.	2003	‘Governing	the	Market’	Princeton	University	Press;	
Woo-Cummings,	M.	 1999	 ‘The	 Developmental	 State’	 Cornell	 University	 Press;	World	 Bank	
1993	‘The	East	Asian	Miracle:	Economic	Growth	and	Public	Policy’
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licate	the	successes	in	Asia.		The	second	approach	as	could	be	seen	
from	the	World	Bank’s	“East	Asian	Miracle	Study”	sought	to	distin-
guish	between	market-friendly	interventions	and	targeted	interven-
tions.		Although,	there	are	compelling	bases	for	questioning	both	ap-
proaches,	it	is	ultimately	futile	to	get	into	this	debate	because	there	
is	no	doubt	that	there	are	lessons	to	be	gleaned	from	the	Asian	ex-
ample	while	keeping	in	mind	that	there	cannot	be	a	“one-size-fits-all’	
approach	to	successful	development.		

Elsewhere,	I	have	outlined	a	typology	of	actions	that	were	undertak-
en	in	East	Asia	that	could	inform	development	policy	in	other	parts	of	
the	world	and	which	do	not	require	magical	capabilities	or,	indeed,	
are	related	to	building	of	appropriate	 institutions.39	 	These	 include	
providing	macroeconomic	stability;	playing	an	entrepreneurial	role,	
specifying	property	rights,	acting	as	conflict	manager	and	providing	
normative	standards.

•	 The	State	has	an	 important	 role	 to	play	 in	promoting	mac-
roeconomic	 stability	 in	 the	 sense	 of	 avoiding	 sudden	 and	
rapid	changes	in	price	levels,	exchange	rate,	interest	rate	and	
budget	deficit	to	enable	long-term	investments	required	for	
structural	change.		When	there	is	macroeconomic	volatility,	
private	actors	tend	to	create	microenvironments	particularly	
a	short-termist	outlook,	preferring	liquidity,	trading	activities	
and	speculation	over	long-term	investment.

•	 The	interdependent	use	of	separately	owned	factors	of	pro-
duction	 requires	 coordination,	 especially	 where	 there	 are	
information	asymmetries	and	when	 lumpy	 investments	are	
needed.		The	State	can	therefore	play	a	useful	role	in	provid-
ing	a	common	vision,	mobilizing	resources	and	assuming	risk.

•	 The	State	has	an	important	role	to	play	 in	the	specification	
of	 property	 rights	 in	 order	 to	 reduce	 the	 transactions	 cost	
of	 economic	 interaction.	 	 More	 critically	 such	 actions	 can	
provide	the	incentives	for	undertaking	productive	economic	
activities	as	opposed	to	unproductive	or	destructive	types.40		
These	 include	 tax	 rules,	 a	 regulatory	 environment	 that	 re-
duces	uncertainties	and	the	use	of	performance	standards.	

39	 	Dipeolu,	A.O.K.	1999	‘Policy	Reforms	and	Economic	Development:	An	Institutional	Per-
spective	on	the	Nigerian	Experience’	Thesis	submitted	to	UNISA	for	doctoral	degree.
40	 	Baumol,	W.J.	1990	‘Entrepreneurship:	Productive,	Unproductive,	Destructive’	Journal	of	
Political	Economy,	Vol.98	No.5
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•	 The	process	of	structural	change	will	 inevitably	bring	about	
tension	between	gainers	and	losers,	with	the	best	example	
being	workers	that	are	replaced	by	machines	or	sectors	that	
lose	out	from	the	introduction	of	new	technologies.		Rodrik41	
notes	 in	 the	example	of	Mauritius	 that	 the	EPZ	was	estab-
lished	to	bring	about	new	profit	opportunities,	without	tak-
ing	 away	protection	 from	 import-substituting	 sectors.	 	 The	
process	of	structure	change	may	see	strikes,	riots	and	costly	
lobbying	and	the	State	would	need	to	put	credible	tripartite	
bargaining	systems	in	place	along	with	social	safety	nets,	in-
cluding	unemployment	benefits	and	retraining.

•	 In	some	heterogeneous	societies,	transactions	are	costly	due	
to	the	fact	that	individual	cost-benefit	analysis	may	encour-
age	 free-riding	or	 even	disregard	 for	 the	 law.	 	Accordingly,	
it	would	be	important	for	States	to	help	promote	a	national	
value	system	to	promote	social	stability	and	reduce	the	cost	
of	exchange.	 	This	may	 take	 the	 form	of	mass	mobilization	
campaigns,	exhortation	or	leadership	by	example.

Smart Industrial Policies

Given	the	intellectual	and	policy	constraints	on	using	age-old	indus-
trial	policies,	several	authors	have	advised	developing	countries	to	
resort	 to	 ‘smart	 industrial	policies.’42	 	 To	quote	Peter	Evans,	 smart	
industrial	policies	“focus	on	national	systems	of	innovation	(which)	
have	largely	been	exempted	from	neo-liberal	prescriptions”.43		There	
are	two	dimensions	to	such	advice	highlighted	in	this	paper	and	they	
relate	to	the	development	of	capabilities	and	the	use	of	existing	flex-
ibilities.

Lall	has	argued	convincingly	that	the	attainment	of	technological	ca-
pabilities	is	essential	for	industrial	success.44	His	argument	is	that	the	
process	of	acquiring	and	mastering	existing	technologies	for	indus-
trial	production	is	rife	with	market	failures	and	would	require	selec-
tive	intervention	by	State	structures	in	developing	countries	if	they	
are	to	gain	the	capacity	to	undertake	manufacturing.		The	point	here	
41	 	Rodrik,	D.	2003	‘Growth	Strategies’	NBER,	Washington
42	 	Evans	(2005)	op.	cit
	 Amsden	(2005)		op.	cit
	 Lall	(2005)	op.	cit
43	 	Evans	op.	cit.
44	 	Lall	2005
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is	that	it	 is	possible	to	develop	national	systems	of	innovation	that	
are	firmly	within	domestic	purview	and	that	are	not	constrained	by	
global	rules.		Surely	the	development	of	administrative	competence,	
mitigating	information	deficiencies	and	insulating	Governments	from	
special	interests	are	policies	that	fall	squarely	on	domestic	shoulders.

It	is	also	important	to	stress	that	not	all	policies	available	to	Govern-
ments	have	been	circumscribed	by	policy	reform,	international	rules	
or	considerations	of	political	economy,	and	as	Evans	states	“If local 
developmentalists maintain their intellectual independence, read the 
rules carefully, and exploit aggressive interpretations of what is al-
lowed, they will find that there is still a gamut of policies open to 
them that avoid the regulatory restrictions imposed by the WTO and 
deliver more consistent results than old-style industrial policy”.45

In	 other	words	 there	 is	 still	 scope	 for	 State	 intervention	 in	 all	 the	
areas	in	which	policy	space	seems	to	have	been	circumscribed	and	
move	over	some	useable	flexibilities	still	exist.		This	can	be	seen	in	
the	 particular	 case	 of	 trade	 and	 industrial	 policies	 in	WTO	where	
there	are	still	flexibilities	in	the	areas	of	trade	and	TRIMs,	although	
for	them	to	be	successfully	used,	they	must	be	matched	by	the	use	
of	reciprocal	control	mechanisms.46		

WTO	law	still	allows	countries	some	forms	of	trade	protection.	 	To	
start	with,	 countries	were	 able	 to	 bind	 their	 tariffs	 at	 rates	much	
higher	 than	 their	 applied	 tariffs	which	means	 that	 they	 retain	 the	
flexibility	to	increase	tariffs	up	to	and	below	the	bound	rates.	 	The	
problem	of	course,	would	arise	if	bound	rates	are	low	and	not	much	
different	from	applied	rates.		There	are	however	provisions	for	coun-
tries	to	protect	their	balance	of	payments	(Article	XVIII)	or	particu-
lar	 industries	 in	case	of	 import	surge	(Article	XIX)	as	well	as	use	of	
anti-dumping	and	countervailing	duties	in	response	to	unfair	trade	
preference.		The	main	difference	between	the	WTO	provisions	and	
previous	rules	in	these	areas	relates	mainly	to	the	limitation	on	the	
use	of	such	practices	to	eight	years.

•	 While	subsidies	are	disallowed	for	exports	and	domestic	in-
puts	under	WTO,	they	continue	to	be	available	for	environ-
mental	reasons,	research	and	development	as	well	as	region-

45	 	Evans,	P.	2005	op.	cit
46	 Amsden,	A.	2000	‘Industrialization	under	new	WTO	Law’	UNCTAD	is	the	main	source	of	
the	ideas	outlined	here.
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al	development.		However,	countries	with	GDP	per	capita	of	
less	than	$1000	are	still	allowed	to	use	export	subsidies	and	
it	 is	still	possible	to	promote	exports	through	science	parks	
and	export	processing	zones.

•	 This	latter	point	is	also	relevant	in	the	context	of	Trade	Relat-
ed	Investment	Measures	(TRIMs)	which	are	generally	seen	as	
elements	of	the	Uruguay	Round	that	curtailed	policy	space.		
Apart	 from	allowing	export	processing	zones,	 it	 is	 still	pos-
sible	to	stipulate	local	content	requirements	and	to	require	
trade	balancing	 in	developing	 countries.	 	 Several	 emerging	
economies	have	made	use	of	these	provisions.	

•	 The	key	point	 to	be	made	with	 regard	 to	 the	use	of	 these	
flexibilities	by	developing	 countries	 relates	 to	performance	
standards.		As	part	of	undertaking	smart	industrial	policies,	
developing	countries	must	bear	in	mind	the	key	reasons	for	
the	past	failure	of	industrial	policy	was	that	they	did	not	de-
vise	‘reciprocal	control	mechanisms’	to	ensure	that	subsidies	
are	 not	 giveaways	 and	 privileges	 require	 compliance	 with	
specified	targets.

National Strategic Thinking

All	 these	 suggestions	 for	 policy	 action	 to	 mitigate	 reduced	 policy	
space	such	as	learning	from	Asia	and	using	smart	industrial	policies	
need	to	be	brought	together	in	a	coherent	whole,	through	a	process	
of	 strategic	 thinking.	 This	would	 require	 thinking	about	 the	 future	
trajectory	of	an	economy	taking	account	of	its	regional	and	interna-
tional	context	as	well	as	inter-temporal	aspects	as	informed	by	the	
interest	of	future	generations	and	global	mega-trends.

This	process	which	has	started	 in	several	countries	through	vision-
ing	or	the	restoration	of	development	planning	would	require	a	de-
termination	of	the	kind	of	economy	that	can	or	should	be	built	and	
how	the	population	can	be	mobilized	 in	 this	 regard.	 	Whether	 the	
approach	is	to	remove	binding	constraints	à la Rodrik;	use	compara-
tive	advantage	à la	Lin	or	promotion	of	technological	capabilities	to	
defy	competitive	advantage	à la	Chang,47	the	common	thread	is	the	
realization	that	the	State	has	an	important	role	to	play	in	promoting	
structural	transformation	and	needs	to	give	thought	to	how	best	to	
47	 	Rodrik,	D.	2003	op.	cit;	Lin,	J.Y	and	Chang,	H-J,	2009	‘Should	Industrial	Policy	in	Developing	
Countries	Conform	to	Comparative	Advantage	or	Defy	It?’	Development	Policy	Review	27	(5)
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render	support	and	promote	complementarities	between	different	
sectors	of	the	economy.

The	transformation	of	national	economies	has	more	to	do	with	the	
degree	of	internal	articulation	or	close	and	mutually	reinforcing	link-
ages	 between	 various	 sectors.	 Thus	 as	Wade	 puts	 it	 there	 should	
be	 dense	 input-output	 linkages	 which	 should	 also	 be	 reflected	 in	
rural-urban	economic	relations	and	also	between	consumer	goods	
and	intermediate	goods.	48		It	would	also	require	that	a	high	propor-
tion	of	domestic	production	is	consumed	by	domestic	wage	earners.		
Conversely,	therefore,	in	an	unarticulated	economy,	wages	would	be	
seen	merely	as	a	cost	of	production	rather	than	a	source	of	demand.

The	problem	 in	Africa	 is	 that	most	 national	 economies	 are	 small	
and	fragmented	and	cannot	by	themselves	produce	the	degree	of	
internal	articulation	required.		This	is	a	core	argument	for	placing	
greater	emphasis	on	regional	integration	in	Africa.		Regional	inte-
gration	 in	 addition	 to	 enabling	wider	markets	will	 also	 allow	 for	
greater	 competitiveness	 of	 domestic	 firms	 and	building	 of	 viable	
infrastructure.		It	will	also	mean	that	Africa	will	have	a	more	mean-
ingful	voice	in	 international	economic	negotiations	and	processes	
be	they	in	trade,	finance,	climate	change,	intellectual	property	or	
development	strategy.

It	 is	only	by	means	of	 regional	 integration	that	Africa	can	 fulfill	 its	
potential	to	be	a	global	growth	pole.		Growth	in	the	continent	is	al-
ready	being	propelled	by	private	African	firms	investing	and	operat-
ing	across	national	boundaries	in	various	sectors,	including	agricul-
ture,	finance,	telecommunications	and	retail	trade.		However,	these	
companies	will	soon	reach	the	 limits	to	their	growth	because	they	
continue	 to	 face	 various	 barriers	 and	 constraints	 relating	 to	 intra-
Africa	trade	in	goods	and	services	as	well	as	movement	of	people.	
This	returns	us	to	the	beginning	of	this	paper.	Under	the	leadership	
of	Mr.	Janneh,	ECA	has	shown	a	clear	commitment	to	the	priority	of	
regional	integration	in	Africa.

A	 core	element	of	 national	 strategic	 thinking	must	 also	pertain	 to	
how	to	mobilize	the	resources	required	to	drive	development.		Some	
elements	of	the	micro-level	have	been	mentioned	in	the	role	of	the	
State	as	an	entrepreneur	but	this	is	only	part	of	it	in	the	sense	that	

48	 	Wade,	R.H.	2005	op.	cit
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the	State	has	to	determine	the	right	balance	between	official	devel-
opment	assistance	and	domestic	resources	and	how	best	the	latter	
can	be	mobilized	effectively	without	stifling	productive	activities.		It	
would	also	mean	thinking	about	how	infrastructure	and	social	ser-
vices	are	to	be	paid	for	and	the	optimal	returns	that	can	be	expected	
from	such	an	approach.	

Since	Governments	are	not	omniscient	or	omnipotent,	it	remains	im-
portant	to	recognize	the	key	role	of	what	Peter	Evans	has	described	
as	‘embedded	autonomy’	in	developmental	States.		Thus,	Weberian	
merit-based	bureaucracies	worked	well	with	the	private	sector	and	
other	key	actors	in	a	manner	that	allowed	discovery	about	activities	
deserving	of	support	and	constraints	facing	the	market.		This	had	the	
advantage	of	enabling	State	action	to	support	the	private	sector	with	
limited	regulatory	capture	while	extracting	performance	standards.

Conclusion
This	paper	has	explored	the	 issues	of	policy	space	available	to	de-
veloping	economies	in	the	current	era	of	globalization.		It	sought	to	
identify	the	processes	through	which	policy	space	was	circumscribed	
and	looked	from	a	sectoral	perspective	at	some	of	the	specific	global	
norms,	 arrangements	 and	agreements	 limiting	 the	policy	 space	of	
developing	 countries.	 	While	 it	was	 evident	 that	 policy	 space	 had	
indeed	been	reduced	and	that	some	of	the	arguments	advanced	in	
justification	did	 not	 hold	water,	 it	would	 seem	difficult	 to	 put	 the	
‘genie	back	in	the	bottle’	at	least	in	the	short	term.		Possible	options	
for	State	action	within	limited	policy	space	were	therefore	outlined	
as	a	potential	remedy.

Assisting	African	countries	to	achieve	their	full	potential	within	the	
bounds	of	policy	space	available	 to	 them	must	continue	to	 inform	
work	on	development	policy	going	forward	into	the	future.	This	must	
remain	a	major	priority	in	the	work	of	ECA.
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