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EXECUTIVE SUMMARY 
 
Africa’s past performance and its endowment in resources suggest that the region’s growth 
prospects are bright. Although some African countries have used good policies and governance 
to spur unprecedented growth rates within the past two decades, the majority of the still face 
challenges in their attempts to transform their economies. In contrast to the difficulties 
encountered by some African countries, several East Asian and Latin American countries, with 
little or no resources, have succeeded not only in sustaining high growth rates, but also in 
generating employment, reducing poverty and inequality. What lessons might Africa learn from 
the experiences of East Asia and Latin America? 
 
One major reason for the success of East Asian countries is the structural transformation that 
occurred in the region, a transformation driven by their successful implementation of export-
oriented growth strategies. While growth in Africa is driven by the export of commodities, 
minerals and other natural resources, that of East Asia and some Latin American countries is 
spurred by the export of high value added and high-tech products. The lack of structural 
transformation in Africa implies that growth in the region will inevitably be episodic, with boom 
and bust cycles. As well, it would mean that growth in Africa will continue to be jobless and 
incapable of alleviating poverty. 
 
Although the lack of structural transformation in Africa is attributable to many factors, one key 
reason is the region’s weak technological and innovative capabilities. By several measures of 
technological capability, Africa has under-performed nearly all of the regions in the developing 
world. Compared to other regions, Africa has underinvested in Research and Development 
(R&D), as well as in scientific, engineering and technical education. As a result of their weak 
technological capabilities, African countries have missed several growth-inducing opportunities, 
including the ability to attract Foreign Direct Investment (FDI) in high- tech and high value added 
sectors. The region also missed out completely in the outsourcing boom that occurred in the 
1990s and early 2000s. Additionally, total factor productivity and wages have grown very slowly 
in Africa as a result of lack of technical change. Other reasons why African countries have not 
leveraged growth opportunities include: lack of investment in human and physical capital; low 
savings, macroeconomic instability; infrastructural deficiency and decay, and reliance on foreign 
aid rather than private capital.   
 
While the experiences of East Asia and Latin America cannot be replicated completely in Africa, 
the latter can still learn useful lessons from these regions. The first lesson is that good policy and 
governance are crucial preconditions for sustainable growth and employment. One can hardly 
find an example of a successful East Asian or Latin American country that did not undertake 
fundamental economic reforms. Some African countries have performed remarkably well during 
the past two decades, and they also happen to be those that have implemented significant 
economic and institutional reforms. To spur growth, African countries must avoid policies that 
undermine growth: unsustainable fiscal deficits, over-valued exchange rates, trade restrictions, 
excessive capital controls, price controls and state ownership of enterprises and financial 
institutions. In addition to macroeconomic stability, there also is the need for institutional 
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reforms in the area of justice administration, the rule of law, civil service, customs, ports 
administration, transparency and accountability. 
 
A major key that unlocked growth and employment opportunities in East Asia was their 
investment in technical change, as well as explicit efforts to facilitate technology transfer from 
abroad. African countries must not only invest in technical change, but also should be more 
purposeful and systematic with their investment. It is imperative for them to recognize that 
structural transformation would be difficult without technological capability. A strong 
technological capability would enable them to reduce their dependence on the export of 
commodities and minerals, while creating new opportunities for the export of high value added 
products. They would also be able to enter product markets at the early stages of product life 
cycles (such as the evolving market for green and energy-saving technologies and 
telecommunications), rather than the current practice of entering markets at the end stage of the 
cycles. 
 
To transform African economies in ways that enhance the capacities of African countries to 
export high value added products, there is the need for an industrial policy that targets specific 
industries. While East Asian countries liberalized trade and investment, they also offered limited 
and targeted protection for sectors they considered capable of achieving international 
competition.  The government facilitated the access of these sectors  to cheap credit; subsidized 
their investment in R&D and industrial training; promoted technology transfers from abroad, and 
encouraged them to collaborate with other firms (both foreign and domestic).  Structural 
transformation in Africa cannot be accomplished by either a blanket protection of Africa firms or 
a completely liberalized trade regime. As the experiences of East Asian and some Latin 
American countries suggest, a successful strategy is one that liberalizes the economy but also 
recognizes that some purposeful and limited intervention by the government would be needed to 
promote the international competitiveness of certain sectors.  
 
The initiatives stipulated in the preceding paragraphs cannot be accomplished without a political 
leadership committed to change and transformation. It should be noted that several of the 
successful East Asian and Latin American countries had leaders that were determined to jettison 
business as usual. These leaders took a deliberate decision, at the risk of their political survival 
and popularity, to break away from past policies that had proven to be ineffective. Even some of 
them with questionable democratic credentials were committed to building a very strong, 
market-oriented and competitive economy. In the same token, African leaders and policy makers 
must be less risk averse, and be willing to try policies that have proven to be effective in East 
Asia and Latin America.  Of course, given differences in history, culture and realities, such 
policies must be modified and adapted to reflect the developmental needs of Africans. Also, 
African countries have many more unique opportunities to exploit given their resource 
endowments, institutions, and current level of economic and social development. Most African 
countries are characterized by small populations and national markets. Enhancing regional 
integration and intra-regional trade will help African countries to overcome these problems and 
become more competitive in international markets. However, the paper does not elaborate on the 
regional integration and intra-Africa trade issues; there are limited parallels here with the 
experiences of East Asian and Latin American countries that relied mainly on penetrating and 
competing in, global markets rather than regional markets.  
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INTRODUCTION: GROWTH PROSPECTS IN AFRICA 
 
Africa’s growth performance in the 1960s, and more recently in the mid 2000s, demonstrates that 
the region has the capacity to grow if African countries make the right choices.  Table 1 shows 
that, in the 1960s, some African countries achieved growth rates that exceeded those of a number 
of East Asian and Latin American countries.2 Between 2003 and 2008, African countries 
consistently achieved growth rates that exceeded 5.5 per cent (AfDB, 2009, p.44). Additionally, 
some African countries were amongst the best growth performers in developing countries during 
2001-2008 (Table 2). The fact that the best growth performers in Africa during the past two 
decades include landlocked or resource-scarce countries (Botswana, Rwanda, Uganda, 
Mauritius, etc) suggest that geography need not determine the destiny of African countries. Their 
growth prospects are determined by whether they use good policies to leverage growth 
opportunities [Collier and O’Connell (2008); Collier and Gunning (1999)]. 
 
                                            (TABLES 1 and 2) 
 
          A key factor that brightens  the region’s growth prospects is its endowment in natural 
resources. Africa has 40 per cent of the world’s hydroelectric power supply; most of the world’s 
diamonds and chromium; half of the world’s gold reserve; the bulk of its cobalt; 50 per cent of 
its phosphates; 40 per cent of its platinum; 7.5 per cent of its coal; 8 per cent of its known 
petroleum reserves; 12 per cent of its natural gas; 3 per cent of its iron ore; and several million 
acres of uncultivated land (Lamb, 1983, quoted in Ayittey, 1999, pp.5-6). Africa’s capacity to 
grow is also enhanced by the fact that, while several East Asian and Latin American countries 
are reaching their growth limits, African countries are still at the lower ends of their 
investment/GDP ratios, as well as having a large stock of unused human resources.  
          Despite opportunities for growth, several African countries continue to face challenges in 
their attempts to transform their economies. Indeed, there is concern that countries that ought to 
be growing at robust rates are only growing modestly, and in some cases at negative rates. While 
there is controversy about the reasons for slow growth in some African countries, analysts point 
to inadequate policy responses3 and “anti-growth syndromes” (Fosu, 2008)4. Some of the policy 
mistakes that undermine Africa’s growth prospects include over-valued exchange rates, fiscal 
indiscipline, budget deficits, restrictive trade policies, financial repression, and bad governance. 
In recognition of their past mistakes, many African countries have implemented economic 
reform and structural adjustment programs supported by the World Bank and IMF. Unlike East 
Asia and Latin America, however, some African countries have not implemented economic 
reforms consistently, while others have reversed adjustment policies in the face of political and 

                                                 
 
3 For a comprehensive analysis of the growth performance of African countries, see Volumes 1 and 2 of The 
Political Economy of Economic Growth in Africa, Volumes 1 and 2  published by Cambridge University Press and 
the African Economic Research Consortium (AERC), Nairobi, Kenya, 2008. 
4 According to Fosu (2008, p.138), anti-growth syndromes include state controls, adverse redistribution, inter-
temporally unsustainable spending and state breakdown.  
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social pressures.5  
          Studies have found that strong compliance with adjustment policies often results in better 
growth performance (Noorbakhsh and Paloni, 2001, pp.489-490). In a World Bank (1994, p.131) 
report on the impact of structural adjustment on African countries, median annual growth of 
GDP per capita was found to be almost 2 percentage points higher after the implementation of 
structural adjustment policies and was 2.6 percentage points lower for countries with a 
deterioration in macroeconomic policies. Furthermore, industrial growth was up 6.1 percentage 
points in adjusting countries, compared with an improvement of just 1.7 percentage points for 
countries with deteriorating policies.  
          Apart from policy mistakes, Africa has a disproportionate number of countries facing 
adverse geographical conditions that limit growth opportunities in the region. About 33 per cent 
of the region’s population live in landlocked and resource-scarce countries, compared to only 1 
per cent in other developing countries (Collier and O’Connell, 2008, p.423). But African 
countries are not destined to be poor on account of their geography. Countries in worse 
geographical situations than Africa have used good policies to overcome their geographical 
constraints.  
          Several East Asian and Latin American countries have succeeded, despite their lack of 
resources, in using good policies to spur sustained growth and employment. Some of the fastest 
growers in East Asia during the past two decades, with rates of 4 per cent and above, include 
China, Hong Kong, Indonesia, South Korea, Malaysia, Singapore and Thailand. Although 
growth rates in Latin American countries are usually higher than those of African countries, they 
are lower than the growth rates of East Asian countries. Argentina, Brazil, Chile, and Costa Rica 
have been the main engines of growth in Latin America, achieving average growth rates of above 
2 per cent during the 1970-2008 period.6 These countries also stand out amongst other Latin 
American countries for their implementation of economic reforms within the past two decades. 
Chile in particular was regarded as a role model for economic reform in the 1990s, a period in 
which the country’s real GDP growth averaged 8 per cent. A review of the experiences of these 
countries suggests that there is really nothing miraculous or fortuitous about their success. 
Neither were they luckier than Africa. With good policies, leadership and an enabling 
environment, African countries can also transform their economies in sustainable and job-
creating ways. Growth in East Asia has been buoyed by China’s impressive growth rate since the 
1990s, with its positive spill-over effects on exports from countries in the region. China has also 
been a source of Foreign Direct Investment (FDI) to other East Asian countries during the past 
20 years. It is noteworthy that East Asia as a group never achieved negative growth rates during 
the 1970-2008 period. Although average growth rate of GDP per capita in East Asia fell to 1 per 
cent in 1998 after the 1997 Asian financial crisis, growth quickly rebounded at robust rates of 5 

                                                 
5 There had been demonstrations across several developing countries (Nigeria, Uganda, Sudan, Benin Republic, 
Bolivia, Venezuela, Ecuador, etc.) over the introduction of austerity measures that led to hikes in food prices, 
freezes in wages and public sector emp loyment, removal of subsidies on social services such as health, education, 
utilities, and housing. But the strikes that drew international attention were those in the northern copper mining 
district of Zambia in 1987, where residents resisted the food price increases announced by the government in 
December 1986. The strikes led to a temporary suspension of some aspects of economic reforms in the country. 
6 Brazil’s growth performance prior to 1980 was comparable to that of Japan and Korea, but lagged behind 
thereafter. In fact, during 1951-80, average annual growth in GDP and GDP per capita in Brazil was significantly 
higher than that of China and India (Nayyar, 2008, p.7).     
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per cent in 1999 and 7 per cent in 2000 (World Development Indicators Database).7 The 
swiftness by which growth rebounded in East Asia after the financial crisis of 1997 is evidence 
that, contrary to the trend in Africa, growth in East Asia is sustainable. 
          The question, therefore, is: how might African countries grow faster and sustainably? 
What did their East Asian and Latin American counterparts do right? What might African 
countries learn from these regions?     
 
 
GROWTH, EMPLOYMENT AND POVERTY IN AFRICA: THE CHALLENGES 
AHEAD 
           

Although growth prospects in Africa are bright, there are challenges that must be 
recognized and addressed if that growth is to be sustained. First, it must be recognized that past 
mainly commodity-driven growth spurts in Africa had not been accompanied by expected levels 
of employment. While several reasons account for the joblessness growth in Africa, a key factor 
is the boom and bust cycles associated with growth in the region.  Growth leads to job creation 
and wage increases only when it is sustained for a long period of time, and also on the condition 
that it is driven by labor- intensive sectors of the economy. 
          Why has growth in East Asia and Latin America often been accompanied by high levels of 
employment and  lower poverty rates? In 2008, the rates of unemployment in SSA and North 
Africa were 8 per cent and 10 per cent respectively, compared to just 4.3 per cent for East Asia 
and 7 per cent for Latin America and the Caribbean (Figure 1)  As a further manifestation of the 
employment intensity of growth in East Asia, and the lack of it in Africa, Figure 2 shows that 
Asia and the Pacific region has the largest share of global employment, accounting for 57 per 
cent of world employment in 2005 (ILO, 2006, p.). This implies, among other things, that the 
growth drivers in this region are employment- intensive, compared to other regions. 
                                    
                                        (FIGURES 1 and 2 HERE) 
           
          The employment challenges of growth in Africa become even more evident when one 
observes that the labor force participation rate in Africa is one of the highest in the world, and 
was estimated to be about 3.1 percentage points higher than the world’s in 2006 (ILO, 2007, 
p.3). As an example of the challenges posed by Africa’s high labor-force participation rate, about 
700,000 new workers enter Egypt’s labor market every year (ILO, 2010, p.28). Another major 
challenge is the region’s demographic profile, where over half of the population is below the age 
of 21 years (Ackah and Kutsoati, 2008).8  The combination of high labor force growth and 
participation rates imply that African economies need to grow faster than East Asian and Latin 
American countries to absorb the region’s rapidly growing labor force. Although African 
countries are heterogeneous, with different growth opportunities and constraints, many of them 
would need to grow continuously by about 5 per cent yearly for at least a decade in order to 

                                                 
7 The Asian financial crisis had “contagion effects” on growth in both Africa and Latin America, as growth of GDP 
per capita slowed considerably in both regions, and indeed turned negative in 1999. 
8 East Asian countries have avoided this problem, having already gone through the demographic transition in the 
1970s-1980s. Africa is yet to complete the demographic transition, which explains why its population growth rate is 
higher than that of other regions. 



E/ECE/COE/29/CRP/1 
AU/CAMEF/EXP/15(V)/CRP 
Page 6 

 

reduce their unemployment rates below 10 per cent.9The ILO is even less optimistic, estimating 
that growth in Africa “would have to be in double digits to result in more and decent jobs.” (ILO, 
2007, p.20). This is a very tall order for a number of reasons. First, the level of growth required 
to reduce the level of unemployment depends on the employment elasticity of growth. During 
2000-2004, employment elasticity in North Africa was 0.77. This implies that growth in the sub-
region is driven more by employment, rather than productivity increases. Employment elasticity 
in SSA during the same period was 0.48, implying that growth is driven not by employment of 
more workers, but by productivity (ILO, 2007, p.20). Second, growth in the entire African region 
is expected to be moderate in the coming years as a result of the slowness in the recovery of the  
global economy. Global growth is projected to reach about 3 per cent in 2010, following a 
contraction of about 1 per cent in 2009. Growth is expected to rise to 4 per cent during the 2010-
14 period (IMF, 2010, p.19). It has been estimated that a 1 percentage point increase in global 
growth usually increases growth in Africa by about 0.5 per cent (IMF, 2010, p.18). Thus, if 
estimates of global growth in the next four years are accurate, African countries should expect to 
see an additional 2 per cent increase in their normal growth rates. However, given the fact that it 
takes a long time lag for employment to catch up with growth, the rate of unemployment in many 
African countries is likely to remain very high (above the 20 per cent  level) in the next two to 
three years.  
          While exploring strategies for promoting long-term growth and employment, African 
countries should, in the short-to-medium term, emulate East Asian and Latin American countries 
by implementing stimulus programs in order to soften the impact of the economic crisis on their  
economies. They should avoid the mistakes made by Japan during the latter’s “lost decade” of 
the 1990s. Japan’s failure to implement a rigorous and extensive stimulus program is believed to 
be responsible for the country’s slow growth during the 1992-2003 period.10  
          East Asian and Latin American countries have implemented economic stimulus programs 
to spur growth and employment following the recent global economic crises. Despite their 
implementation of market-based economic reforms, governments in these regions are known to 
be successful at intervening, when necessary, in the economy in productive ways.11 China has 
taken a very decisive step to stimulate its economy and minimize the impact of the global 
economic meltdown. In 2009, the Chinese government spent almost $600 billion on 
infrastructure, subsidies and social safety nets. A major goal of this stimulus spending was to 
reduce the unemployment rate by targeting a growth rate of at least 8 per cent.12  
          Economic stimulus programs in Africa should be designed to create jobs in both the 
private and public sectors. Following the implementation of economic reforms in the 1980s and 
1990s, the share of public-sector employment in Africa’s total employment has been declining, 
thus worsening the unemployment problems in the region. Data on public-sector employment in 
Africa are disaggregated into SSA, with North Africa classified under MENA. Public-sector 

                                                 
9 China grew at an average rate of 9 per cent between 1990 and 2008, and had an average unemployment rate of just 
3 per cent (World Development Indicators). 
10 After growing at about 4 per cent per annum since 1973, the Japanese economy was stuck in a 1per cent or lower 
growth rate from 1992-2003. 
11 There is a consensus in the literature that the high growth rates achieved by East Asia countries in the 1970s was 
made possible partly by the intervention of the state in the economies of these countries (Amsden, 1989). The 
success stories of the East Asian countries suggest that the state does facilitate the process of growth and structural 
change.  
12 Surprisingly, China’s stimulus program resulted in a growth rate of 9 per cent, at a time when several developed 
economies like the United States reported growth rates of less than 3 per cent. 
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employment in SSA was 6.6 per cent  of total employment in 2003, compared to 45 per cent in 
MENA, 8.9 per cent in Latin America and 6.3 per cent in East Asia (Figure 3). A short-to-
medium term rise in public-sector employment in Africa, following the implementation of 
economic stimulus programs, would have the effect of shoring up aggregate demand, which 
would in turn spur private investment and economic growth. 
                            
                                           (FIGURE 3 HERE)  
          Some may wonder how African countries could possibly finance stimulus spending,  
considering that several of them are grappling with dwindling foreign exchange earnings, low 
revenue base, budget deficits and debt-service burdens. While some countries with large foreign 
reserves could draw down on their reserves to finance stimulus programs, others should take 
advantage of the $1.1 trillion stimulus fund approved by the G-20 in April 2009.13 Since the G-
20 stimulus fund is being channeled through the IMF, African countries would have to 
demonstrate that the global economic crisis has had a significant impact on their economies 
before they could access the fund. Alternatively, they could follow the example of Asian 
countries that financed their stimulus programs through domestic borrowing (mainly by issuing 
government bonds).14 Some analysts argue that borrowing money domestically in one’s own 
currency is not nearly as problematic as external borrowing (Wall Street Journal, February 8, 
2010, p.B6). But financing stimulus spending via domestic borrowing comes with a price: it may 
crowd-out domestic private investment by raising interest rates. 
          Following the Chinese example, stimulus funds should be used by African countries to 
finance, not the importation of consumer goods, but infrastructural development; resuscitation of 
the manufacturing sector through granting of soft loans to manufacturers to purchase new 
equipment and to hire workers; as well as investment in health and education. These kinds of 
stimulus spending would have the effect of creating more jobs, while at the same time enhance 
the capacity of the economy to generate and sustain growth. Tunisia is one of the few African 
countries that have implemented stimulus programs aimed at shoring up consumer demand and 
generating employment. In mid 2009, it set aside $543 million for development projects, 
increases in salaries for public employees, and hiring of 16,000 new workers.15 The Tunisian 
government intends to continue with fiscal stimulus in 2010 by increasing government spending 
by 5.4 per cent to $14.29 billion (Reuters News Online, Nov. 10, 2009). In early 2009, Egypt 
also implemented a stimulus program worth about 1.5 per cent of GDP, and a second stimulus 
package was being planned for 2010. The stimulus program has prevented the rate of 
unemployment in Egypt from rising to a higher level (ILO, 2010, p.28). 
          Given the lack of structural change in Africa (discussed in detail in the next section), 
agriculture continues to be the largest employer of labor, absorbing 63 per cent of the labor force 
in SSA and 30.3 per cent in North Africa in 2006. A major reason why unemployment has 
remained high in Africa is that the industrial sector is not only small, but its share of employment 
has not grown very much. In 1996, the share of the industrial sector in total employment was 

                                                 
13 The G-20 stimulus fund tripled IMF’s resources to $750 billion, and provided $250 billion over 2 years to support 
global trade flows. About $40 billion of this fund is expected to come from China (Wall Street Journal, April 3, 
2009, p. A3). 
14 Although India’s debt is about 80 per cent of GDP, 90 per cent of it is owed to domestic creditors (Wall Street 
Journal, February 8, 2010, p.B6). 
15 Tunisia’s unemployment rate was 14 per cent in 2009, with about 88,000 new entrants into the labor market every 
year (Reuters News Online, Nov.10, 2009). 
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10.7 per cent, and increased only marginally to 10.8 per cent in 2006 (ILO, 2007, p.79). The case 
of Ghana is illustrative of this problem. Despite the country’s impressive growth record after 
implementing economic reform in the mid-1980s, manufacturing employment declined from 8.2 
per cent of total employment in 1992 to 6.4 per cent  in 2003 (Ackah and Kutsoati, 2008). The 
Nigerian case is even worse; manufacturing employment fell from 20 per cent of employment in 
1990 to just 5 per cent in 2008. Declines in manufacturing employment worldwide are usually 
explained by increases in employment in other sectors such as services (wholesale and retail 
trade, hotels and restaurants, tourism, telecommunications, etc.). But in Africa, employment in 
services increased only modestly from 27 per cent in 1996 to 31.9 per cent in 2006 (ILO, 2007, 
p.79). According to the ILO, the main increases in employment are in “informal petty trading” 
(2006, p.28). Sustainable growth is less likely to occur when a preponderance of Africa’s labor 
force are engaged in informal petty trading.16   
          The inability of the industrial sector to absorb Africa’s growing labor force, coupled with a 
freeze in public-sector employment following the implementation of structural adjustment, has 
resulted in a bloated informal sector that now serves as a refuge for the teeming population of the 
unemployed in Africa. Figure 4 shows that the informal sector accounted for 72 per of non-farm 
employment in SSA in the mid 1990s, compared to 48 per cent in North Africa; 51 per cent in 
Latin America, and 65 per cent in Asia (ILO, 2006, p.28).17 
                      
                                              (FIGURE 4 HERE) 
          Apart from being unwieldy, the structure of the informal sector in Africa also slows down 
the region’s growth and long-term employment. First, as mentioned earlier on, the sector consists 
mainly of activities (petty trading, tailoring, shoe mending, street hawking, etc) with little or no 
value added. Second, those employed in the sector earn meager incomes, mostly less than $1 per 
day, that result in low saving and low private investment. Third, given low incomes in the 
informal sector, aggregate demand has not been effective enough to spur other productive and 
employment-generating sectors of the economy. This phenomenon feeds on itself to create a 
cycle of slow growth and unemployment in Africa. Fourth, the informal sector focuses mainly on 
“non-exportable” goods and services, with no potential to generate foreign-exchange. This 
explains why many African countries still rely on a couple of agricultural and mineral products 
as major sources of foreign exchange. Lastly, the informal sector in Africa entails a sort of 
misallocation of resources. Unemployed graduates from higher institutions of learning often seek 
refuge in the informal sector, therefore moving human capital away from high-productivity to 
low-productivity activities. The income generated by many of the participants in Africa’s 
informal sector is usually not commensurate with the level of investment in their education.          
          In East Asia and Latin America, the informal sector is small and focused not on petty 
trading, but on higher value added services such as hotels, restaurants, large-scale wholesale and 
retail trade, telecommunications and tourism. According to the ILO, the informal sector in East 
Asia has been shrinking, leaving manufacturing as the major employer of labour in the region 
(ILO, 2006, p.28). 

                                                 
16 In some African countries such as Egypt, Kenya and Tunisia, the informal sector has expanded to include trading 
in goods imported from East Asia. Even so, the growth and employment-generating capacities of these activities are 
limited, as they often depend on domestic incomes and demand. As well, there are few backward and forward 
linkage effects associated with trade in imported goods. 
17 The ILO also notes that, while the number of workers in the informal sector in Asia has been on the decrease, that 
of Africa has been increasing 
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          Because of the sheer size of Africa’s informal sector, the region has had an unusually large 
number of workers in vulnerable employment.18 The ILO has estimated the number of workers 
in vulnerable employment in SSA to be about 75.5 per cent  per cent  of total employment  in 
2008, and that of North Africa was far lower at 39 per cent  (ILO, 2010, p.53). The lower number 
of vulnerable workers in North Africa may be attributed to the sub-regions high number of 
public-sector workers, who often have guaranteed incomes and other benefits. Ironically, the 
number of vulnerable workers in East Asia (53.2 per cent of total employment in 2008) was 
higher than that of North Africa, but lower than SSA’s (Figure 5). 
                                                 
                                                            (FIGURE 5 HERE) 
          Given the relatively large number of workers in vulnerable employment in Africa in 
general, and SSA in particular, policy makers in these countries need to come up with safety nets 
and other measures to cushion the negative effects of this phenomenon. For instance, a special 
fund could be created to provide soft loans to those in the informal sector who cannot otherwise 
obtain loans through the normal commercial channels. This special fund could be administered 
by privately owned microfinance banks. Second, government should subsidize education and 
healthcare for families whose incomes fall below a certain threshold. Although this may increase 
fiscal deficits in the short-run, investment in education and health usually raises productivity and 
income in the long-run. Finally, government departments and agencies should consider using 
direct labour for certain projects, at least on a temporary basis. This would help alleviate the 
hardships suffered by those who are frictionally unemployed. These measures are warranted 
because the combination of high unemployment and poverty rates is inimical to growth in 
Africa. It potentially can precipitate social unrest and political instability, as well as encourage 
criminal behaviour.              
 
                                                 
          Another major challenge about growth in Africa is how to ensure that it reduces inequality 
and poverty. Several indicators suggest that growth in Africa has not been as poverty-alleviating 
as in East Asia and Latin America. As Table 3 shows, Africa had the highest percentage of 
working people living on less than $1 per day in 2006, almost four times more than the 
percentage in East Asia and Latin America, respectively. Using the more realistic $2 a day 
benchmark, the poverty rate in Africa rises to almost 79 per cent, compared to 44 per cent for 
East Asia and 31 per cent for Latin America. Even amongst the working population, poverty is 
widespread (see Figure 6). However, the prevalence of working poverty is less in North Africa 
than in SSA (Table 4). In Tunisia and Morocco, for instance, there was virtually no worker living 
below $1 or less per day. This may be attributed to the fact that industrial employment is higher 
in these countries than many SSA countries, where the informal sector is very large.  
        
                                   (TABLES 3 and 4 HERE) 
 
                                      (FIGURE 6 HERE) 

                                                 
18 The ILO defines vulnerable workers as those who “do not benefit from a social safety net if they lose their 
livelihoods or face challenges such as personal or family member illnesses. These workers are also less likely than 
more formal wage and salary employees to receive an adequate income and have their fundamental labor rights 
respected.” (ILO, 2009, p.13).  
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          The high incidence of poverty in Africa may also explain the region’s low life expectancy. 
In 2007, life expectancy in Africa was 52 years, the lowest of all developing regions (WHO 
database, 2010).19 The equivalent numbers for Latin America and East Asia were 76 and 65 
years, respectively. To prevent further decline in life expectancy in Africa, growth needs to be 
more poverty-alleviating. Growth in East Asia, in particular, has been more poverty-alleviating 
than that of Africa because Asian countries have established social safety nets that prevent 
vulnerable groups in their societies from sliding into abject poverty.  China, in particular, has 
been very effective at introducing anti-poverty measures to alleviate hardships suffered by the 
poor.20      
 
WHY AFRICA HAS UNDER-PERFORMED EAST ASIA AND LATIN AMERICA 
 

One simple question that has intrigued analysts for several years is: why has a region so 
blessed with resources become a lackluster growth performer, compared to less-endowed regions 
in East Asia and Latin America? How did it come about that Africa harbors some of the poorest 
people in the world, and is the least likely of all developing regions to meet the Millennium 
Development Goal (MDG) of reducing its poverty rate by half in 2015? Strangely enough, the 
answer to these questions is simple: Africa’s growth, employment, and poverty problems can be 
attributed to the lack of structural transformation in the region. But this begs the question of why 
East Asian and some Latin American countries have succeeded in transforming their economies, 
while Africa has not. Before analyzing the policies that led to structural transformation in East 
Asia and Latin America, it would be helpful to first discuss the nature of that transformation.   
          Africa, East Asia, and Latin America adopted the same set of goals in the 1960s: to 
promote economic development and structural change. They all crafted the same strategy: 
Import-Substitution Industrialization (ISI). But here is where Africa and East Asia diverged in 
their approach to structural transformation: while African countries perceived ISI as an end in 
itself, East Asian countries used ISI as a platform for an export- led industrialization strategy. 
Because their ultimate goal was to develop the capacity to compete in foreign markets, East 
Asian countries implemented policies that were far superior to those implemented in Africa. 
Those policies are discussed in detail in the next section. But first, let us look at the results of the 
policies.  

                                                 
19 The drastic fall in life expectancy in Africa may also be attributed to the region’s disproportionate share of deaths 
from HIV/AIDS. For instance, in 2001 the number of people living with HIV/AIDS in Africa was almost 9 per cent 
of the adult population, compared to just 0.2 per cent in East Asia and Pacific and 0.7 per cent in Latin America and 
the Caribbean. African countries like Botswana, Lesotho, Namibia, South Africa, Swaziland, and Zambia had 
HIV/AIDS infection rates of 20 per cent or more in 2001 (see UN’s Human Development Report, 2001). The good 
news, however, is that infection rates and deaths caused by HIV/AIDS are on the decline in Africa, thanks to a 
combination of prevention measures and better access to antiretroviral drugs. These declines are expected to have 
positive effects on the growth of African countries, and in the long-term raise the region’s life expectancy.    
20 Anti-poverty measures introduced by the Chinese government include: subsidized loan program for poor farmers, 
the food-for work program whereby unemployed people work on public infrastructural projects in exchange for 
food, consumption subsidies, free education and health care for the poor, as well as welfare and disaster relief 
programs (Liu, 2007, p.198). 
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          Exports, especially of manufactured and heavy equipment goods, subsequently became the  
major drivers of growth in East Asia, and to some degree in Latin America.21 East Asian 
countries, in particular, promoted exports through various  means, including the provision of 
cheap credit to successful exporters, as well as channeling credit to selected sectors (Stiglitz, 
2001, p.517). Table 5 shows the export performance of a selected number of developing 
countries. While nearly all of the East Asian countries shown in the table had manufactured 
exports exceeding 50 per cent of merchandise exports, the proportion for many African countries 
is below 20 per cent. In the same token, manufactured valued added (MVA) as a percentage of 
GDP exceeds 20 per cent for most East Asian and Latin American countries, but less than 10 per 
cent for most African countries. It can also be observed from Table 5 that, for the most part, 
export-oriented countries in Africa, East Asia, and Latin America have higher GDP per capita, as 
well as a faster growth of GDP per capita.  
 
                                               (TABLE 5 HERE) 
          An UNCTAD report observed that: “In the period 2000-2006, only 8 African countries out 
of a sample of 35 had manufacturing exports representing 10 per cent or more of GDP. At the 
continental level, this represented manufacturing export shares averaging 26 per cent of total 
merchandise exports. This gives Africa the lowest share of all developing regions.” (UNCTAD, 
2008, p.54). In its 2001 report on Human Development, the United Nations identified the 30 
leading exporters of high-tech products in the world. The list did not include one single African 
country, but included the following East Asian and Latin American countries: Singapore, Korea, 
China, Mexico, Thailand, Hong Kong, Brazil, Indonesia, and Costa Rica.22 As a further 
manifestation of the effectiveness of export-oriented growth strategies in East Asia, the region’s 
export of high- tech products as a percentage of total exports rose from about 5 per cent in the 
1980s to over 30 per cent in the mid 2000s (World Development Indicators).  As well, East 
Asian countries have become important sources of multinational corporations, investing in both 
developed and developing countries. Of the top 100 transnational corporations from developing 
countries in 2009, 57 are from East Asia, nine from Latin America and another nine from South 
Africa. Again, with the exception of South Africa, no African country is on the list.23  
 
                                                     
EXPLAINING AFRICA’S DILEMMA WITH EXPORT-LED GROWTH STRATEGY 
 

Although several interrelated factors contributed to the structural transformation of East 
Asia and Latin America, one key factor was their heavy investment in innovation and 
technology. Africa’s lack of structural transformation, and hence its poor growth performance, 
can be attributed partly to the regions weak technological capability. 
          Many indicators of science and technology reveal a wide gap between Africa and other 
developing regions in levels of investment in innovation and technology. Table 6 shows that 
North Africa’s share of world expenditure on Research and Development (R&D) was a paltry 
0.2 per cent in 2001. Although that of SSA was a bit higher at 0.5 per cent, it was far less than 

                                                 
21 An export-led growth strategy, while effective for sustainable growth and employment, also has its flaws. For 
instance, a global recession that affects global demand for goods can slow growth and employment considerably. As 
a result of this potential limitation, China is considering focusing on consumer spending as an engine of growth. 
22 See Human Development Report, 2001, United Nations, p. 42. 
23 See, World Investment Report, 2009, UNCTAD, p. 23. 
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the 15.6 per cent for developing countries as a group ; 27.9 per cent for Asia, and 3.1 per cent  for 
Latin America and the Caribbean. Africa’s expenditure on R&D as a percentage of GDP has not 
only been the lowest in the world, but has also been declining over timet (UNESCO 2001).24 
                                                        
                                                (TABLE 6 HERE) 
          Table 6 also shows that North African and SSA countries spent an average of $7 and $6 
per person respectively on R&D in 2001(the lowest in the world), compared to $20 for 
developing countries, $46 for Asia, and $34 for Latin America and the Caribbean. The table 
reveals that Africa accounted for less than 3 per cent of researchers in the world, again the 
lowest. The region’s low investment in science and technology becomes more evident when the 
indicators are disaggregated into various countries as shown in Table 7. Most African countries 
spend less than 0.5 per cent of GDP on R&D, compared to 1.4 per cent in China, 2.6 per cent in 
Singapore, 3.2 per cent in South Korea, 1 per cent in Brazil, and 0.7 per cent in Chile. 
                
                                         (TABLE 7 HERE) 
          It should not be surprising, therefo re, that Africa has the lowest volume of scientific and 
technical publications amongst the various  regions of the world (Table 8). Between 2000 and 
2005, the number of scientific and technical publications in Africa grew by just 6 per cent, 
compared to 119 per cent  for East Asia and the Pacific, 36 per cent for Latin America and the 
Caribbean, and 43 per cent for South Asia. According to UNESCO, Africa’s share of world 
scientific publications was 1.4 per cent in 1990 and 2000, respectively, compared to 1.7 per cent  
for Latin America in 1990 and 3.2 per cent in 2000. Asia’s researchers accounted for 14.5 per 
cent of world scientific publications in 1990 and 21.1 per cent in 2000.25   
                                                   (TABLE 8 HERE) 
          Because Africa has under- invested in innovation and technology, the technological output 
of Africa, as measured by the number of U.S. patents granted to firms in these countries, lags  
behind those of other developing countries (Table 9). Patent data show that, with the exception 
of South Africa, Kenya, Egypt and Nigeria, most African countries received virtually no patents 
between 2000-2008.26 This is in stark contrast from countries like South Korea, China, India and 
Brazil that received thousands of patents within this period. Even when one controls for the 
relatively small size of African countries, their technological output has been grossly marginal. 
           
                                         (TABLE 9 HERE)  
          There are variations, however, in the levels of technological capability amongst African 
countries in general. Top R&D spenders, according to Table 7, include Tunisia (1.0 per cent), 
South Africa (0.9 per cent), and Morocco (0.7 per cent). In terms of the number of researchers 
per million inhabitants, the leading countries are Tunisia (1,450), South Africa (361), Algeria 
(170), Seychelles (157), and Cape Verde (127). Tunisia and South Africa are thus the two 
leading countries in Africa, with regard to expenditure on R&D and the number of scientists. It is 
noteworthy from Table 7 that some of the big spenders on R&D also had higher GDP per capita 
growth rates. While it is problematic to infer a cause and effect relationship, the association 

                                                 
24 Recent data on R&D expenditures and other technological indicators are not available. 
25 See UNESCO’s statistical database at the organization’s website.  
26 Based on patent data available at the U.S. Patent Office, about 95 per cent of African countries received less than 
10 patents each during the past 30 years or so. 
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between R&D and growth is suggestive and not a conclusive evidence of the salience of 
technology for growth in African countries.          
          All of the above indicators have reinforced Africa’s image as a region good only for 
safaris, not as a destination for IBM, Nokia, Intel, Microsoft and other high- tech firms. The 
bottom line is, one cannot expect sustainable growth and employment in Africa without a strong 
science and technology infrastructure. In the new global economy, what drives growth in many 
countries are small start-up, technology-driven firms who take advantage of new markets in 
telecommunications, energy, pharmaceuticals, and electronics. Africa is missing out on these 
growth opportunities by virtue of its lack of technological capabilities.  
 
HOW THE LACK OF INNOVATION AND TECHNOLOGY WEAKENS THE 
CAPACITY OF AFRICAN COUNTRIES TO GENERATE SUSTAINABLE GROWTH 
AND EMPLOYMENT? 
 
Some observers might wonder whether it really matters for growth and employment that Africa 
has weak technological capabilities. There are reasons why Africa’s lack of technological 
capability should be worrisome. 
 
Africa is Missing Out on Growth-Inducing and Employment-Generating Foreign Direct 
Investment (FDI): In addition to introducing policies that attract FDI into low and semi-skilled 
activities in Africa, African countries should also invest in high- level skills, innovation, and 
technology in order to attract high-tech FDI.27 Foreign investors in high-productivity sectors 
such as information technology, semi-conductors, pharmaceuticals, and green technologies 
prefer to locate in economies with abundant supplies of scientists, engineers, and other highly 
skilled workforce. Since FDI is strongly correlated with growth (Ramirez, 2000; Chakrabarti, 
2001; and Zhang, 2001), it therefore implies that the abundance of scientists and engineers in a 
country would spur growth through the attraction of larger flows of FDI. In his interviews with 
R&D managers of foreign corporations operating in China, Chen (2008, p.628) notes that “the 
primary motives underlying the establishment of advanced R&D centers in China concerned not 
the cost, but the availability of the required skilled labor.” Corroborating this point, the director 
of IBM China Research Labs pointed out that: 
                 ……the migration is not just about outsourcing for low labour rates. 
                 If it were just about low labour rates, we’d probably have R&D centres 
                 in places like Romania and the Philippines. China’s advantage is not in 
                 low production costs. Production costs are even lower in India. China’s 
                 advantage lies in the availability of the best talent (Chen, 2008, p.628) 
 
 East Asian countries are attracting high-quality FDI not only because of the availability of 
skilled workers, but also because those talents are available at relatively low wage rates. Given 
their lack of technological capability, African countries attract FDI in low-end activities that do 
not generate substantial value added. Much of FDI flows to Africa go into low-end sectors such 

                                                 
27 The inflow of FDI into low skill activities such as the manufacture of textiles, clothing, footwear and other 
consumer products can be a significant source of growth and employment as well. But Africa would have to 
compete with other labor-abundant East Asian and Latin American countries for FDI in these sectors. Countries like 
Cambodia, Vietnam, and Macao have done an excellent job of attracting foreign investment in labor-intensive 
sectors. 
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as tourism, agriculture, mineral extraction, retail/wholesale trade, and financial services. The 
employment-generating capacities of these sectors are very limited. It is also noteworthy that 
Africa missed out completely in the outsourcing boom that occurred in the 1990s, when 
corporations in Europe and the United States were relocating some of their value-chains to low-
wage countries that had the skills needed for these activities. According to Paus (2005, p. 193): 
                    The absolute number of skilled and educated workers in a developing 
                    country is one factor that ceteris paribus influences the amount of  
                    high-tech FDI a developing country can attract. One of the reasons 
                    Ireland was able to attract large inflows of high-tech FDI was the 
                    relatively large number of engineers and other highly trained people 
                    it could provide. 
 
 
FDI Crowds-Out Domestic Investment When Local Technological Capability is Weak: One 
indirect way by which FDI spurs growth and employment is by stimulating domestic investment 
and linkages within the economy. But this can only happen if the host economy has the 
technological capacity to take advantage of the linkages generated by FDI.  Growth in East Asia, 
for instance, was boosted by the inflow of FDI, but the massive investment in technology and 
skills in the region enabled local investors to step up to the plate and take advantage of linkages 
from foreign investment. In this way, both FDI and domestic investment played a 
complementary role in sustaining growth and employment. In Africa, however, FDI and 
domestic investment are less-than complementary, due largely to the lack of scientific and 
technological capacity for cashing in on the positive spill-over effects from FDI. The result is the 
sub-optimal contribution of FDI to growth and employment in Africa, compared to East Asia and 
Latin America. 
 
Lack of Innovation Slows Total-Factor Productivity Growth and Weakens the Export 
Performance of African Countries: With the exception of countries like Mauritius, Kenya, 
Tunisia, Morocco, and South Africa, African manufacturers have been uncompetitive in global 
markets. Many of them depend on government protection and subsidies in order to compete even 
in the domestic market, let alone international markets. The lack of international competitiveness 
of African manufacturers is partly attributable to low total- factor productivity (TFP) caused by 
both the lack of technical change and technical efficiency. Technical change implies the 
movement of the production or technology frontier over time, while technical efficiency 
measures the deviation of a country’s realized production from best-practice. The gap between 
realized production and best- practice may arise from a country’s inability to adapt foreign 
technology to local conditions. The experiences of Japan during the Meiji Restoration era, and 
East Asian countries in the 1970s, suggest that adaption of foreign technologies (technical 
efficiency) can be an important source of productivity gains for African manufacturers. By 
making explicit efforts to adapt foreign technologies, African countries could also develop the 
capacity for generating and managing technical change ---a process that enhances TFP and better 
export performance. High TFP in East Asia and Latin America, due mainly to their  investment in 
innovation and technology, has contributed significantly to their impressive export performance 
(Pack, 2001).  
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Wage Rates Grow Faster in Countries With Technological Capability and Skilled 
Workforce: Technological change raises TFP by enabling the efficient use of production 
equipment and other inputs. In well- functioning labour markets, productivity gains usually result 
in higher real wages and living standards. Because of their investment in innovation and 
technology, East Asia and Latin America have experienced rising wages that have induced 
demand for goods and services produced by other sectors of the economy. The cumulative effect 
has not only been the acceleration of growth in these countries, but also the creation of more job 
opportunities. One of the consequences of low technological capability in Africa is that real 
wages have been falling for over two decades, resulting in an unprecedented shrinking of the 
middle class in Africa.    
 
Growth is Often Jobless Without Productivity Increases: There is a connection between 
technology, capital investment, growth and employment (Noland and Pack, 2007, p.96). 
According to Kim, Lim and Park (2009), “productivity-enhancing technology shocks are an 
important source of economic growth in Korea.” Workers produce more when they have access 
to new knowledge, as well as better production methods embodied in new production equipment. 
Because these workers are producing more at a given wage rate, firms that employ them make 
more profit (as long as they are not demand-constrained). Higher profit levels induce these firms 
to hire more workers. Partly due to lack of technical change in Africa, worker productivity has 
been low. Table 10 shows that, with the exception of South Africa and some North African 
countries, productivity in African countries is lower than that of Asian countries. While 
productivity has quadrupled in China and more than doubled in India within the past two decades 
or so, that of African countries has declined.  
 
                                            (TABLE 10 HERE) 
           
 
Weak Technological Capability Inhibits the Growth of Manufacturing Value Added: 
Because of lack of technological capability, African manufacturers often focus on low value-
added and assembly- type activities. Their counterparts in East Asia and Latin America have 
succeeded in moving from low-end manufacturing to the production and export of high-tech 
products. According to the ILO (2006, pp 25-26), “high-skilled manufacturing has grown rapidly 
in a number of East Asian and South-East Asian economies (Hong Kong, Republic of Korea, 
Malaysia, Singapore and Taiwan) over the past two decades. In South Asia and Africa, a fall in 
the share of high-skilled employment within manufacturing indicates a specialization in lower-
skilled assembly work with the risk they might become trapped in the relatively low-skilled, low 
value added and poorly rewarded end of global production chains.” 
          Brazil and Costa Rica are good examples of countries that have developed the capacity to 
produce high value-added goods. In the 1960s, the Brazilian government was determined to 
achieve self-sufficiency in high technology industries.  This determination, manifested in heavy 
investment in technology, resulted in the establishment of an aircraft manufacturing company 
known as EMBRAER. Through a partnership between the public and private sectors, 
EMBRAER has become a major exporter of small aircraft. By the same token, Costa Rica has 
developed the capacity to export computer chips and electronics. Malaysia has upgraded its 
technological capability in the processing of agricultural products, to the extent that it is now the 
world’s leading exporter of palm-oil.  
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Concentration of Scientific and Technological Activities in the Public Sector Limits Output 
and Employment Growth in the Private Sector: When African countries invest in technology, 
they do so mainly in the public sector. In most African countries, over 80 per cent of the 
investments in R&D are funded by government, research institutes and higher educational 
institutions (UNESCO, 2010). But investment in technology in East Asia and Latin America is 
usually done by the private sector, and complemented by government research institutes. Only a 
very small proportion of the scientific and technological activities in Africa are undertaken by 
business enterprises (UNESCO, Statistical Database). Much of these activities are undertaken by 
government research labs, institutes and universities, with little or no spill-over effects on 
productivity, output and employment in the private sector. In contrast, between 25 -50 per cent of 
R&D activities in Latin America and the Caribbean are funded and conducted by the private 
sector. In Asia, the percentage is as high as 80 per cent for countries like Korea and Malaysia. 
Because R&D in East Asia and Latin America are private-sector driven, they have contributed 
significantly to growth and employment in these regions. Studies have shown that private 
investments in R&D are often channelled into activities with the largest impact on productivity, 
output and profits (Bell, 1993). Government-funded R&D projects are usually more productive 
when they are undertaken in collaboration with the private sector. Korean firms typically 
undertake R&D and other technological projects in partnership with public research universities 
and government-owned research institutes. In Africa, however, collaborations between 
government R&D labs and private enterprises are usually very weak (Vitta, 1993). 
 
 
OTHER MISSED OPPORTUNTIES FOR GROWTH AND EMPLOYMENT IN AFRICA  
 

Apart from under- investing in innovation and technology, African countries have missed 
growth opportunities because of their failure to undertake the kinds of productive investments 
that occurred in East Asia and some Latin American countries. Although there are several of 
such investments, a few of them deserve special consideration. 28 
  
Inadequate Investment in Human Capital and Skills: Technological knowledge is often 
embodied in people. It is people, working in firms and research laboratories, that ultimately 
transform knowledge into new products, processes, and services. However, an economy must 
have a large population of skilled people in order to increase its probability of generating 
innovation and technical change. This can happen only when the country invests in human 
capital, skill development, and entrepreneurship. 
          Investment in human capital is another area that East Asian and Latin American countries 
have out-performed African countries. Although African countries have done relatively well with 
regard to spending on education, they still have low levels of human capital compared to East 
Asia and Latin America. In fact, some African countries such as Botswana, Tunisia, Ghana, and 
South Africa spend more on education than high-growth Asian countries like China, Korea, and 
Singapore (Table 11). But the payoffs from educational spending in Africa have not been high 
enough to justify the huge expenditures. As Table 11 shows, African countries have the lowest 
literacy rates (below 80 per cent for most countries) amongst other developing countries, most of 
                                                 
28 Given space constraints, other structural issues such as health, monetary and fiscal policies, as well as regional 
integration could not be discussed in detail. 
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which have rates above 90 per cent. The average years of schooling in Africa are also lower than 
other regions. In 2004 it was 7.6 years, compared to 12 and 9 years for Latin America and East 
Asia respectively (UNESCO database). 
                                                  
                                                (TABLE 11 HERE)  
          The high rate of illiteracy in Africa has implications for the region’s growth. An 
uneducated citizenry is not in a position to demand good macroeconomic policies and 
governance from the country’s leadership. The leadership in such a country is often not held 
accountable for poor growth and employment performance. More ominously, the pool of skilled 
workers in such a country is usually smaller than that of literate societies. For instance, in a 
survey of a sample of CEOs in Ghana’s manufacturing sector designed to identify the problems  
in the sector, they cited the dearth of skilled workers as one of their top five problems (Ackah 
and Kutsoati, 2008). 
          Low levels of human capital and skills in Africa, vis-à-vis high spending on education, 
suggests that East Asian and Latin American countries are allocating resources more efficiently 
than Africa in the educational sector. In order words, they are getting a big bang for their buck! 
There are a number of reasons why Africa is not maximizing returns from education. First, the 
lack of transparency and accountability in African bureaucracies often results in a situation 
whereby funds allocated to education do not get spent on projects for which the funds had been 
earmarked. As well, the lack of strategic planning in the educational sector tends to encourage  
spending on projects that add little or nothing to educational outcomes such as literacy rates and 
skill development. This is where good leadership makes a huge difference. East Asian countries 
in particular are reputed to have had leaders who were committed to developing the skills and  
literacy levels of their citizens. 
 
Low Savings rates: One reason why the rate of capital accumulation is higher in East Asia and 
Latin America than Africa is that these regions have succeeded in mobilizing domestic savings. 
Several East Asian governments actively promoted savings amongst their citizens. Between 1990 
and 2009, the NICs of East Asia saved an average of about 32.2 per cent of GDP; Developing 
Asia saved 35.9 per cent, while Africa saved 20.6 per cent and Latin America 19 per cent (Figure 
7). A major source of concern is that the savings rate in Africa has remained below 30 per cent of 
GDP for over two decades, while those of the NICs and Developing Asia have been consistently 
been above 30 per cent (World Economic Outlook Database).  East Asia not only had a very high 
savings rate, it also invested those savings efficiently. As Stiglitz (2001, p.510) rightly observes, 
“only a tiny number of other countries have succeeded in achieving comparable rates of saving 
on a voluntary basis, over an extended period of time, and even countries with considerably 
lower  savings rates have found it difficult to invest comparable amounts efficiently.”         
                                               (FIGURE 7 HERE) 
 
          Apart from Africa’s low per capita income, there are several reasons why its savings rate is 
the lowest of all the developing regions.29 First, the lack of effective financial intermediation in 
many African countries has made it difficult for the banking system to mobilize domestic 

                                                 
29 South Asia’s average saving rate was 26 per cent of GDP during the period 1990-2008 (World Development 
Indicators). 
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savings, particularly in the rural areas.30Second, given the high rate of bank failures in Africa, 
and the weak protection of savers, confidence in the banking system is often low. Third, because 
of financial repression in some countries, the real rate of interest on savings is usually negative.31 
Thus, potential savers prefer to either keep their money under their mattresses, or save their 
money in foreign banks. This is one reason for the high rate of capital flight from Africa. It has 
been estimated that the value of foreign assets held by Africans is about $360 billion 
(APF/NEPAD, 2006). This amounted to about 40 per cent of their wealth. The equivalent figures 
were 6 per cent for East Asia and 10 per cent for Latin America. In other words, while East 
Asian and Latin American citizens are saving their money in their countries, Africans are saving 
theirs abroad. To increase the savings rate in the region, African countries must continue to 
reform their financial and banking systems. Such reforms should include privatization of 
financial institutions, particularly commercial, investment and mortgage banks. Market forces 
should also be allowed to determine the rate of interest, with occasional intervention by the 
central bank through the traditional channels such as open-market operations, reserve 
requirements, setting of the discount rates, moral suasion, etc. Following the example of East 
Asian countries, African governments should actively encourage domestic savings. In Japan, for 
instance, the introduction of postal savings banks made it less cumbersome and safer for rural 
dwellers to save. In Singapore, the National Provident Fund imposed a savings rate of 42 per 
cent on workers (Stiglitz, 2001, p.513).   
          Considering that Africa faces a financing gap of $56 billion in 2010 in order to maintain a 
5.4 per cent growth rate of GDP (AfDB, quoted in Africa Confidential, 2009), African countries 
need to be more aggressive in mobilizing domestic savings. The AfDB also estimates that the 
financing gap would rise to $117 billion if Africa is to achieve the MDG (Africa Confidential, 
2009).               
 
 
Suboptimal Investment in Physical Capital: Investment in physical capital spurs growth by 
increasing capital deepening. New vintages of production equipment have the effect of 
minimizing production costs in the long-run, and therefore boost the country’s international 
competitiveness.32Similar effects arise from investment in infrastructures. East Asian countries 
have invested more in physical capital than African countries. As Figure 8 shows, Africa 
invested an average of 20 per cent of GDP in physical capital during 1980-2009, compared with 
35 per cent for Asia, and 30 per cent for the Newly Industrialized Countries (NICs) in Asia.33 
Contrary to what some analysts expected, the huge investment in physical capital in East Asia 
has not resulted in diminishing returns to capital (Pack, 2001). East Asian countries have been 
able to absorb huge investments in physical capital because of their strong technological 
capabilities, which enabled them to use capital effectively. The lesson here for African countries 

                                                 
30 One reason for the lack of effective financial intermediation in Africa is that there are few banks in the sub-region, 
especially in rural communities. In other words, many African countries are “under-banked.”  
31 Financial repression occurs when the government controls banks and forces them to set interest rates at non 
market-clearing levels. With the high inflation rates that characterize many African economies, the result is often 
negative real rates of interest. As well, financial repression results in liquidity problems and “capital crunch”, as the 
demand for loanable funds exceeds supply.  
32 Investment in physical capital improves the state of infrastructures in a country, thereby reducing production 
costs. A reduction in production costs, other things constant, improves the international competitiveness of domestic 
producers. 
33 Latin American countries had the same investment rate as Africa during 1980-1999. 
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is that, to avoid diminishing marginal returns to capital, they need to invest simultaneously in 
physical capital and technological capability.  
                                                       (FIGURE 8 HERE) 
          The problem with investment in physical capital in Africa is not so much that it is lower 
than that of other developing regions, as that it has not gone up very much over the years. It 
continued to remain at about 20 per cent of GDP even during the period 2000-2009 ---a period 
when many African countries reaped windfall gains from rising oil, mineral and commodity 
prices. Studies on the growth performance of African countries often show that low investment 
share of GDP is a major reason for the region’s slow growth (Levine and Renelt, 1992). This 
conclusion is supported by the fact that investment in physical capital accounted for more than 
half of the long-run growth rates of East Asian countries, and almost half in Latin America 
(Table12). Suboptimal investment in physical capital by African countries limits their access to 
the new production equipment they need to compete in both domestic and international markets. 
                                                    
                                                  (TABLE 12 HERE) 
 
Infrastructural Deficiency and Decay: Another critical sector where African countries have 
underinvested, compared to East Asia and Latin America, is infrastructure --  roads, power, 
seaports, airports, bridges, telecommunications, and water supply. Infrastructural deficiency 
slows the growth process in a variety of ways. First, it drives up the cost of doing business, thus 
making African exports uncompetitive. Infrastructure and security costs alone account for 20-30 
per cent of operating costs in Africa, compared to 10-15 per cent in China and India 
(APF/NEPAD, 2006). Third, much of the low productivity that characterizes manufacturing in 
Africa is due to poor and erratic power supply. Because of blackouts, factories in some African 
countries remain closed for several hours each day, thus resulting in low capacity utilization.  
Entrepreneurs in these countries are often reluctant to undertake new business initiatives that 
require a lot of electricity for fear of frequent power failure. Poor infrastructures, particularly 
roads, seaports and airports, have the effect of reducing the volume of intra-regional trade, as 
well as the movement of factors of production within Africa.34 Lastly, African countries are 
unable to maximize revenue from tourism because of the difficulty of accessing many of the 
tourist attractions located in remote areas of African countries. 
          Infrastructures in Africa have been deficient because, apart from not undertaking 
significant new investments in this sector, many African countries have not invested in the 
upgrade of their power grids, dams, gas turbines or the maintenance of their roads and water 
supply systems. In fact, some countries still rely on infrastructures built since the colonial era. 
 
 
Macroeconomic Instability and Policy Inconsistency: No doubt, African countries have made 
substantial improvements in their macroeconomic and policy environments during the past two 
decades. These improvements are attributable mainly to their implementation of economic 
reforms since the mid-1980s ----reforms that have seen several African countries move  away 
from fiscal irresponsibility, debt, overvalued exchange rates, price controls, and trade 

                                                 
34 Despite the existence of sub-regional economic groupings such as the Economic Community of West African 
States (ECOWAS), Southern Africa Development Community (SADC), Arab Maghreb Union (AMU) and East 
African Economic Community (EAEC), goods, capital and people still do not move easily within member countries. 
It is widely known, for instance, that to travel from North Africa to West Africa, one often has to fly to Europe first.  
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restrictions. Despite these achievements, some instability and uncertainty still exist in African 
economies. Compared to their East Asian and Latin American counterparts, African countries are 
more prone to running large fiscal deficits, which in turn leads to high inflation and interest rates. 
Table 13 shows that, based on some indicators of macroeconomic stability, Asian and Latin 
American economies are more stable than African economies. For instance, Africa has the 
highest rate of inflation amongst developing regions, with a rate of 10.3 per cent in 2008 
compared with 4.5 per cent for the NICs, 7.5 per cent for Asia and 7.9 per cent for Latin America 
and the Caribbean. Perhaps reflecting the policy instability in Africa, private financial flows to 
the region is the lowest in developing regions of the world (Table 13). It should be noted, 
however, that Africa has done relatively better than Latin America with regard to private 
portfolio flows, external debt, and current account balance. 
          Macroeconomic instability undermines growth by discouraging the inflow of foreign 
private capital ----both portfolio and equity. It also encourages capital flight, as investors seek 
alternative investment outlets that are more stable and predictable. Countries with a reputation of 
macroeconomic instability are also unlikely to attract development finance, as donors regard the 
leadership in this country as incapable of managing the economy in growth- inducing ways.  
 
                                          (TABLE 13 HERE)   
 
Reliance on Foreign Aid, Rather than Private Capital Flows: Growth in East Asia and Latin 
America has been sustainable because it is driven more by private capital flows than foreign aid. 
Many observers often allude to the fact that the “Asian miracle” would not have been possible 
without the massive inflow of foreign private capital, particularly multinational corporations, 
into the region. Prior to the 2000s, FDI flows to East Asia and Latin America averaged about 4 
per cent of GDP respectively, compared to 2 per cent for Africa (World Development Indicators, 
2009). As Figure 9 also shows, private capital flows to East Asia and Latin America are 
substantially higher than flows to Africa.35 As a manifestation of the salience of private capital 
flows for growth, foreign aid as a percentage of Gross National Income (GNI) in East Asia 
remained flat at 1 per cent between 1970-2000, and turned zero thereafter (World Development 
Indicators, 2010). Aid to Latin America and the Caribbean remained close to zero as a 
percentage of GNI since the 1970s (Figure 10). 
                                                          (FIGURES 9 and 10 HERE)  
          Foreign aid is supposed to complement, not substitute, domestic saving. In place of 
domestic saving and private investment, many African countries rely significantly on aid , which 
rose from 4 per cent of GNI in 1970 to a peak of 11 per cent in 2007 (World Development 
Indicators. It has also been estimated that Africa received over $1trillion in foreign aid since 
independence (Moyo, 2009). Aid dependency in Africa is a circular problem: low saving leads to 
low investment, low productivity, low income and aid dependency. 
                                                              
(FIGURE 10 HERE) 
           

                                                 
35 The surge in FDI flows to Africa in the 2000s can be attributed to a number of factors, including the following: 
implementation of economic reform, which in turn has resulted in a stable macroeconomic environment in some 
African countries; introduction of pro-investment policies; the discovery of minerals in countries such as Sudan, 
Equatorial Guinea, Egypt, and Morocco, and the cessation of hostilities in Sierra Leone, Liberia, Rwanda, and 
Congo. 
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There is debate about how to break the cycle of slow growth and low per capita income in 
Africa. Some have suggested the scaling-up of foreign aid so as to make a big push for growth in 
Africa. Others argue that Africa needs to focus more on how to use existing aid more efficiently. 
There are also those who argue that aid is completely inimical to African development (Moyo, 
2009). The experiences of East Asia and Latin America suggest that the focus should not be on 
aid per se, but rather on private capital and investment.36 Growth driven by private capital is 
often more sustainable and employment-generating than that driven by foreign aid. It is no secret 
that foreign aid in Africa usually ends up in the hands of bureaucrats and politicians who invest 
aid money in unproductive projects, if invested at all! President Paul Kagame of Rwanda could 
not have said it better when he asserted that “Aid has not delivered sustainable development. It is 
clear that trade and investment bring greater opportunity for wealth creation. We want 
investment that offers skills and jobs, encourages entrepreneurship, and provides the opportunity 
to improve millions of lives.” (The Guardian of London, Nov 3, 2009, p.31). 
           In the post-crisis global economy, Africa should not expect to receive much aid from the 
international community. As developed countries focus more on how to stimulate their own 
economies, they are less likely to assist developing countries with their development projects. As 
well, developed countries face the onerous task of closing the huge budget deficits they 
accumulated in their various stimulus programs. Domestic pressures to eliminate the deficits 
would mean that less money will be available development assistance. 
 
IS GROWTH IN EAST ASIA AND LATIN AMERICA GOOD FOR AFRICA? 
 

Are there positive or negative spillovers from growth in East Asia and Latin America for 
Africa? In what ways might Africa take advantage of growth in these regions? The answer 
depends on who you ask. Some observers perceive East Asian high-growth performers such as 
China as a threat to growth and employment prospects in Africa. As mentioned earlier, growth in 
China has been driven mainly by the country’s unprecedented export of cheap manufactured 
consumer goods, many of which end up in African markets. As a result, trade between Africa 
and China has grown tremendously, from less than $10 million in the 1980s to more than $100 
billion in 2008. But trade reflects the old colonial patterns of trade, in which Africa supplied raw 
materials in exchange for manufactured goods. As is usually the case in this type of trade 
relations, terms of trade are always unfavorable to Africa –prices of commodities tend to be 
lower than those of manufactured goods.  
          Analysts also worry that the export of cheap consumer goods to Africa makes it difficult 
for local firms to compete, and may well result in de- industrialization, slow growth and job 
losses. There also is concern that growth in East Asia and Latin America may divert foreign 
investment from Africa to these regions. There is anecdotal evidence that foreign investors in 
Africa have relocated their operations to Asia and emerging markets, but the magnitude of this 
exodus is unclear. For instance, the owners of some textile mills in Nigeria have recently 
relocated to Hong Kong and Thailand, leaving the industry all but dead. 
          Asian investment in Africa is directed mainly toward minerals, oil, and gas. More recently, 
Malaysian, Korean, and Taiwanese firms have invested in Africa’s tourism, banking and 
telecommunications sectors (International Trade Forum, Issue 1, 2007). According to the New 
York Times, “China’s approach to securing minerals in Africa has been to sign agreements to 
                                                 
36 These analysts also argue that if aid is to be sought, it should be focused on project-level aid rather than arm’s 
length cash transfers, most of which end up in unproductive ventures. 
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build huge projects in exchange for minerals.” (March 26, 2009, p.A6).37 The sectors in which 
Asian investors have patronized in Africa are those with little or no linkage effects on African 
economies.  
          Another channel by which the growth of East Asia and Latin American countries has 
implications for  Africa is in their growing demand for energy, which in the past few years has 
resulted in rising energy prices. China and India, in particular, have emerged as some of the 
world’s largest energy consumers following their unprecedented growth rates in the past two 
decades. While rising energy prices may boost growth (at least temporarily) in oil-producing 
African countries like Angola, Cameroon, Equatorial Guinea, Gabon, and Nigeria, it has the 
potential to slow growth in several non-oil producing countries in the region. The overall effect 
of rising global energy prices on the growth performance of Africa is usually nega tive. Even oil-
producing African countries are known to be ineffective in managing oil revenues, a 
phenomenon that has become known as the “Dutch Disease.” 
          Other analysts, however, see potential benefits from growth in East Asia, especially with 
regard to technology transfer ---which are very critical for structural transformation in Africa. 
African countries are more likely to acquire technologies from countries like China, Korea and 
Singapore on more favorable terms than advanced industrial countries. Technologies from East 
Asia are also more likely to be appropriate for the factor endowments and skill levels of African 
countries. 
          Some analysts believe that the availability in Africa of cheap consumer goods from East 
Asia and Latin America has had the effect of raising the real purchasing power of poor 
households in Africa. They further contend that poverty and low living standards would have 
worsened in Africa without the importation of these cheap goods. 
          With good policies, however, it is possible for African countries to leverage growth in East 
Asia and Latin America for the purpose of promoting growth and employment in Africa. In fact, 
several Asian countries have used various incentives to attract Chinese investors into their 
manufacturing sectors. The so-called “Overseas Chinese Entrepreneurs” have emerged as major 
growth drivers in East Asia, spreading their business tentacles across countries such as Vietnam,  
Macau, Thailand, and Indonesia.38 By one estimate, there are over 50 million Overseas Chinese 
in East Asia, generating annual output of over $500 billion ---nearly half of the output of 
mainland China (Ng, 2004, p.5). Chinese investment in these countries has been particularly 
instrumental in their successful entry into global markets for textiles, garments, and shoes.  
          As mentioned earlier on, Chinese investments in Africa have often been in the oil and 
minerals sectors. Rather than private Chinese capital, these investments are usually made by state 
enterprises.39 African countries should introduce policies that East Asian countries used to attract 
private Chinese capital, particularly in the manufacturing sector.  Those investments will not 
only spur growth, but also employment. They also have the potential to stimulate private 
domestic investment in non-manufacturing sectors of the economy. 

                                                 
37 Recent agreements include those with Guinea (bauxite and iron ore), Angola (copper, tin, oil and timber), Zambia 
and Liberia (copper and iron ore), Congo (copper, cobalt, tin, and gold)  ---all in exchange for various infrastructural 
projects like roads, schools, hospitals, dams, railways, and even stadiums.  
38 Overseas Chinese are of Chinese descent but reside outside of Mainland China. 
39 The Chinese National Offshore Oil Corporation, a state-owned enterprise, recently announced a $2.3 billion deal 
to purchase 45 per cent stake in a substantial offshore oil field in Nigeria. The company has also signed similar 
agreements with Angola, Sudan, and Zambia. 
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           African countries should also aggressively seek investment from other East Asian 
countries, especially South Korea. Unlike Chinese investors, Korean investors are known to have 
invested in the construction and manufacturing sectors of other developing countries. But 
Africa’s share of that investment has been very marginal. For instance, by the end of June 1989, 
the total stock of Korean FDI in Africa was just $17.9 million, compared with $144.5 million for 
the Middle East, $50.2 million for South and Central America and $49.3 million in Europe 
(World Bank, 1989, p.13).  
          African countries should introduce financial mechanisms for tapping into the surplus funds 
accumulated by East Asian countries such as China, Korea and Singapore. It is unsettling that, 
while Asian countries are piling up trade surpluses with Africa, only a tiny proportion of those 
surpluses are invested in Africa. Most of the surpluses are invested in the financial markets of 
advanced economies, driving down interest rates in those countries and shoring up their growth 
at the expense of Africa. African countries should be proactive in tapping into the surplus funds 
accumulated by East Asian countries from their trade and investment relations with Africa. 
Channeling those funds into the financial sector of African economies would have the effect of 
lowering interest rates and spurring private investment. The overall effect on growth and 
employment will be positive. 
                     
UNLOCKING AFRICA’S GROWTH AND EMPLOYMENT POTENTIALS: SOME 
LESSONS FROM EAST ASIA AND LATIN AMERICA 
 

This report concludes with a discussion of the lessons that African countries might learn 
from the experiences of East Asia and Latin America. This discussion should not be 
misconstrued to mean an attempt to replicate in Africa all of the strategies of these countries. In 
fact, it is important to recognize that some of the experiences of East Asia and Latin America 
may not be replicable, given differences in history, culture, institutions, geography, initial 
conditions, external constraints and political realities.40 It should rather be viewed in terms of the 
lessons African countries might learn for the purpose of designing and implementing policies 
that foster sustainable growth and employment in the region. The exercise should be viewed as 
an attempt to improve the policy environment in Africa, using the experiences of East Asia and 
Latin America as a guidepost rather than a panacea. The expectation is that a comparative 
analysis will help African countries avoid past policy mistakes that have locked them into a 
trajectory of unsustainable and jobless growth. 
          The growth challenge in Africa boils down to three key issues: how to make growth faster, 
sustainable, and employment-intensive. The experiences of East Asia and Latin America suggest 
that, with proactive measures such as the ones discussed below, it is possible for Africa to 
overcome constraints and take advantage of growth opportunities.  
 
Good Policy Matters for Sustainable Growth and Employment: One of the most important 
lessons from East Asia and Latin America is that macroeconomic stability matters for growth 
and employment. It is not fortuitous  that nearly all of the high-growth countries in East Asia and 
Latin America have consistently implemented economic reform that led to lower budget deficits, 
inflation and interest rates, as well as increases in  saving and investment rates. The experiences 
                                                 
40 Unlike African countries under European colonialism, Japan laid a stronger foundation for industrial development 
in Korea and Taiwan during its colonial rule. It is also on record that Korea received a massive infusion of capital 
from bilateral and multilateral sources in the West prior to its structural transformation. 
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of Korea, Chile, China, and Indonesia suggest that the benefits of strong economic reform may 
outweigh the costs of non-democratic governance. Though dictatorial in their governing styles, 
the leaders of these countries were very reform-minded and committed to transforming their 
economies. These leaders not only had strong personalities, such as Deng Xiaoping of China, 
Park Chung Hee of South Korea and Augusto Pinochet of Chile, they were also determined to 
modernize their countries and break away from the past. Their philosophy was similar to that of 
Japanese leaders during the Meiji Restoration, which was predicated on the notion that, to be 
respected in the world, a country needs to build a strong and vibrant economy that could compete 
with advanced industrial economies in the West. By contrast, African leaders tend to be more 
risk averse, often reluctant to move away from the status quo. Perhaps because of ethnic 
fractionalization, African leaders are often under pressure to respond to the needs of a diverse set 
of interest groups, thus making a unified and consistent economic policy difficult to implement. 
          There are resource-rich countries in East Asia and Latin America who, on account of their 
lack of macroeconomic stability and good governance, have failed to achieve growth rates 
commensurate with their potentials. In Venezuela, for instance, the state has imposed restrictions 
on private-sector activities through control on prices, capital flows, trade, investment, and 
exchange rates. Rather than fostering public-private sector partnership, the Venezuelan state has 
taken complete control of the growth process. The threat of nationalization of private enterprises 
in Venezuela, reminiscent of the practice in many African countries during the 1970s and 1980s, 
has discouraged both domestic and foreign investment. Between 1993-2003, the growth rate of 
GDP per capita in Venezuela was mostly negative, reaching an all- time low of -11% in 2002 
(World Development Indicators Database). Growth recovered in 2004 following rising global oil 
prices.  
          Bolivia is also another resource-rich Latin American country that has failed to achieve 
sustainable growth as a result of ineffective polices and political instability. With the coming to 
power of the leftist government of Evo Morales in 2005, many of the economic reforms 
implemented by Bolivia in the 1980s-1990s were reversed. The new government nationalized the  
hydrocarbon and mining industries. State control of the economy became the order of the day, 
and this resulted in the dwindling of FDI flows to Bolivia. Thus, despite its endowment in natural 
gas and various minerals, Bolivia is one of the poorest and least developed countries in Latin 
America, with an average growth rate of GDP per capita of just 0.8 per cent during 1970-2008. 
Although with a fairly decent growth rate and economic performance, Mexico’s failure to be 
amongst the major growth drivers in Latin America may be attributed to institutional and 
structural constraints such as violence, political uncertainty, lack of skills, high rate of illiteracy 
and lack of infrastructures. 
          Within Africa, countries such as Botswana, Tunisia, Morocco, Mauritius, South Africa, 
Uganda, Rwanda, Mozambique, Malawi, and Tanzania have used good macroeconomic policy to 
either promote growth, or prevent their economies from degenerating to levels experienced by 
countries with bad policies.41 Implementing good macroeconomic policies in Africa will require 
                                                 
41 These countries have succeeded in avoiding “anti-growth syndromes” that are prevalent in many African 
countries. Rwanda’s economic reform has been spectacular, moving the country from 143rd to 67th position in World 
Bank’s 2010 Doing Business Index. As a result of the country’s sweeping economic reform, it grew by 11.2 per cent 
in 2008. Wages in key export sectors have also risen by more than 20 per cent for the past eight years. Rwanda has 
reduced the proportion of its budget that is funded by foreign aid by almost 50 per cent (New York Times, November 
3, 2009, p.31). In 2006, Ghana and Tanzania were ranked among the top ten reformers worldwide, based on their 
sweeping and pro-business reforms. 
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abandoning many of the policies that had become the hallmark of African countries, including 
blanket protection of inefficient enterprises, unrealistic exchange rates, state ownership of 
enterprises (particularly in the manufacturing sector), price controls, financial repression, 
excessive growth in the money supply and budget deficits.  
          The upshot of the above discussions is that African countries should resist the temptation 
of reverting to populist policies that appeal to people’s sentiments, but hurt the long-term growth 
of the economy. One key policy reform that is urgently needed in Africa is trade liberalization.  
Empirical research and the experiences of East Asia and Latin America have shown that trade 
liberalization is highly correlated with faster growth (Krueger, 1997). For instance, Vietnam’s 
rapid growth in GDP per capita, which averaged 5.6 per cent between 1995 and 2008, was 
preceded by extensive trade liberalization during the period 1989-1995 (Dollar, Undated).  
However, the benefits from trade are usually maximized if a country strengths the capacity of 
local firms to innovate and compete both domestically and internationally. Despite evidence that 
trade liberalization is instrumental to growth, trade barriers continue to remain very high in many 
African countries. Table 14 shows that average tariff rates in Africa are not only higher than 
those of East Asia and Latin America, they have also been very slow to come down compared to 
other regions.   
                                                   
                                                         (TABLE 14 HERE) 
          Having good macroeconomic policy does not imply that the state should completely cede 
control of the economy to the private sector. In fact, the experiences of East Asian countries 
suggest otherwise. As Noland and Pack (2007, p.158) point out, “South Korea and Taiwan had, 
in fact, been protectionist for quite long periods though progressively reducing the extent of 
protection. They invested in some state-owned enterprises though many were privatized 
relatively quickly.” The East Asian and Latin American experiences have shown that, when the 
growth process is private-sector led and state- facilitated, growth tends to be faster and more 
sustainable. The recent global financial meltdown is also another manifestation of the need for 
both the state and the private sector to collaborate in promoting sustainable growth.  
 
Institutional Reforms: Good policies are more effective if they are accompanied by institutional 
reform. Although Africa has made great strides in democracy, governance, transparency and 
accountability, there is still more work to be done. The political and institutional climate in many 
African countries still remains uncertain and fragile. Investors are concerned that some African 
leaders and top government officials do not respect the rule of law; they exercise power with 
impunity; thwart the constitution and subvert the electoral process. This has been compounded 
by Africa’s image problem as a region ravaged by protracted wars, violence, crime and 
HIV/AIDS. This image problem tends to obliterate the ongoing renaissance in Africa that has 
ushered in a new era of growth in hitherto war-ravaged countries such as Angola, Ethiopia, 
Mozambique, Rwanda, Uganda, and Sudan. There is a perception, albeit an erroneous one, by 
foreign investors that East Asian and Latin American countries are more stable and conducive to 
investment than Africa. There is thus the need for African leaders and policymakers to spread the 
word that Africa has indeed entered a new era of good policies, governance and a conducive 
environment for investment.    
 
Shift from Reliance on the Export of Primary and Mineral Products to the Export of 
Manufactured and Processed Products:  Whether growth is sustainable and employment-
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generating depends on the drivers of growth. The major growth drivers in Africa have 
historically been the production and export of commodities, minerals and other natural resources. 
The cyclicality in the growth of African countries has been exacerbated by the fact that more and 
more African countries are relying on less and less commodities and naturals resources as 
sources of foreign exchange earnings. In East Asia and Latin America, however, the major 
growth drivers are the production and export of manufactured goods. In recent times, these 
manufactured goods have included the export of high-tech and skill- intensive  goods. Africa 
needs to aggressively promote the export of manufactured goods in order to sustain growth and 
employment. Studies have shown that there is a strong correlation between export-oriented 
strategies, growth and employment  (Krueger, 1997). Although many African countries have 
expressed desire in diversifying their economies by promoting the export of manufactured goods, 
they have not implemented the appropriate policies for accomplishing that goal (Elhiraika, 2008, 
p.6). A critical first step for them to succeed is to do what many East Asian and Latin American 
countries did: strengthen their innovative and technological capabilities. With these capabilities, 
African countries could at least process their commodities, minerals and other resources before 
exporting them. This is what countries like Brazil, Chile, Malaysia, and Indonesia have done 
successfully. 
 
The Need for an Effective Industrial Policy: Development of the capacity to export 
manufactured goods will require a well-crafted industrial policy that discourages local 
manufacturers from being complacent. One common feature of successful East Asian countries 
is that they implemented industrial policies that targeted specific sectors of the economy. Certain 
industries were protected and given preferential access to credit, on the condition that they 
achieved international competitiveness. Contrary to the blanket and untargeted protection that 
some African countries provide for local industries, East Asian governments removed protection 
when it became clear that an industry was incapable of becoming internationally competitive. 
African countries should nurture, encourage, and assist industries that show potential for 
achieving international competiveness. They should consider establishing a cluster of export-
oriented firms, and provide world-class infrastructures, technology support, training centers, and 
other essential services to these firms. In the past, industrial development in Africa had tended to 
be driven mainly by the state. During the immediate post- independence era, there was a 
proliferation of inefficient state-owned industrial enterprises. The experiences of East Asian 
countries suggest tha t a successful industrial policy is one in which the state collaborates with the 
private sector in areas such as R&D, technology transfer, training, and export promotion. 
 
Strengthen the Innovative and Technological Capabilities of African Countries: The global 
economy has become more knowledge-based, and Africa cannot compete in the new economy 
without developing technological capabilities. In the past, several African countries had provided 
their manufactures with blanket protections from foreign competition, as well as offering them 
subsidies and other privileges. This approach to structural transformation was a complete failure 
in Africa, and undermined the capacity of African manufacturers to compete internationally. But 
African countries need to do what the East Asian countries did before they embarked on an 
export-oriented strategy in the 1970s. And that is to strengthen their innovative and technological 
capacities. With African’s low wage advantage, the region has the potential to attract growth-
inducing and employment-generating FDI. But this will only happen if African countries invest 
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in innovation, technological change and skills. To do this, African countries should learn from 
Korea’s technological strategies.  
          Although most of the successful East Asian countries made explicit efforts to facilitate 
technology transfer (Stiglitz, 2001, p.512), Korea stands out as having used technological 
innovation to spur its growth and structural change. Korea used two main strategies for 
promoting innovation and technological change: the “Apprenticeship Strategy” and the “Imitator 
Strategy.” (Westphal and Pack, 1985). Many aspects of these strategies can be replicated in 
Africa. Under the “apprenticeship strategy,” for instance, the Korean government made it 
mandatory for foreign firms to allow Koreans to participate in industrial projects undertaken by 
foreign investors in the country. 42 Active participation of Koreans in foreign projects enabled 
them to acquire production, design, and investment capabilities. They were thus able to replicate 
those projects across the economy. Another strategy adopted by Korea was the “imitator 
strategy,” in which Korean firms deliberately copied imported technologies and adapted them to 
local conditions. Information obtained from sales catalogues and visits to foreign manufacturers 
were also used to build up local technological capabilities. 
          These strategies were complemented by Korean government’s policy of selective 
intervention in the economy. Korean industries were divided into two categories: the well-
established, internationally competitive industries and infant industries. Infant industries were 
protected through import quotas and licenses, as well tax concessions  and access to cheap credit. 
A major rationale for Korea’s policy of selected intervention was to maintain the country’s 
competitiveness in sectors in which it already enjoyed a comparative advantage, and to develop 
the capacity to compete in industries where its comparative advantage was low. 
          Contrary to the practice in Africa, the Korean government withdrew protection and other 
concessions as soon as an infant firm achieved international competitiveness. Where a protected 
firm remained perpetually inefficient, as is often the case in Africa, the government took over 
control of the firm and reorganized it. Quite often, these reorganized firms were initially run by 
join private-public sector partnerships, but they subsequently reverted to complete private 
ownership after they had been turned around. This policy applied to industries that were deemed 
to be strategically important for the country’s entry into international markets. Korea’s policy of 
selective intervention was thus accompanied by a monitoring system whereby the progress of 
infant industries was carefully and continuously monitored.  
 
 
Seize Windows of Opportunities at the Early Stages of Product Life-Cycles:  After 
strengthening their technological capabilities, African countries should use those capabilities to 
enter new markets. Developing countries often enter markets when the life-cycle of a given 
product is at the end stage. While this strategy may seem to be more realistic, given their skill 
levels and technological capabilities, it also limits their opportunity to achieve high-growth and 
employment rates. By the time they jump into the fray, markets are smaller and prices are lower. 
There are several growth opportunities available to African countries, but they need to make the 
right choices. Africa missed the opportunity to tap into the market for information technology 
(IT), either as a producer of IT hardware or provider of IT support services. History has shown 
that fast-growing countries are usually those that succeed in taking advantage of new markets or 
                                                 
42 Although many African countries do have this requirement, it is not being implemented rigorously as in East Asia. 
This is where, as mentioned earlier, a strong and purposeful leadership becomes important in the process of crafting 
and implementing an effective industrial policy. 
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a new wave of technology. African countries usually jump into a new market when the product 
life cycle is at the end stage, at which time its growth-generating capabilities are very limited. 
African countries need to be proactive, and not reactive, in their approach to seizing growth 
opportunities. To generate and sustain high growth and employment rates, African countries 
should explore opportunities in new markets such as green and energy-efficient products. There 
is evidence that high-growth performers in East and Latin America sometimes take advantage of 
new products and technologies.  Costa Rica’s strong growth performance has been driven by the 
export (not of low-tech, matured products) of high-tech products such as microprocessors and 
medical devices. The Chinese auto company, BYD Auto, announced in January 2010 that it 
planned to introduce its e6 battery-powered five-door hatchback to the U.S. market later in the 
year. In the 1970s, rising jet-fuel prices led to an increase in the demand for small planes. Brazil 
seized that opportunity to invest in the production and export of small aircraft. 
 
Provide Incentives for the Labor Force to Move Away From Low-Productivity to High-
Productivity Informal-Sector Activities: African countries should learn a lesson from the growth 
strategies of East Asia and Latin American countries, which were based on moving the labor 
force from low productivity activities to high productivity sectors. As mentioned earlier on, the 
informal sectors of East Asia and Latin America consist of high value-added activities. A major 
key for unlocking the growth potentials in Africa is the promotion of “export entrepreneurship” 
in the informal sector. Participants in the informal sector could be encouraged to move from low-
value added, non-tradable activities to high value added activities that can generate foreign 
exchange. These high-value activities could involve simple tasks such as the processing of fruits, 
handicrafts, locally made textiles, pottery, or even flowers. A focus on high value-added 
activities would also generate levels of income that support sustainable growth through high 
saving and investment. The shift to high value added informal sector activities can be 
accomplished by providing low-interest loans, training, outreach and other assistance to potential 
investors in these activities.  
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Table 1: Average Annual Growth Rates of GDP Per Capita for Selected African, East Asian and 
Latin American Countries 
Country GDP Per Capita, 1961 

(constant 2000 US$) 
Growth in Average GDP Per 
Capita, 1961-1969 (%) 

Algeria 1085 1.68 
Argentina 5451 2.56 
Bolivia 894 0.89 
Botswana 256 4.82 
Brazil 1550 3.0 
Chile 1870 2.01 
China 78 0.89 
Costa Rica 1720 2.63 
Cote d’Ivoire 615 4.29 
Egypt 439 2.84 
Gabon 2085 5.88 
Indonesia 204 1.46 
Kenya 233 2.32 
Korea 1180 5.61 
Lesotho 134 3.54 
Malawi 104 2.76 
Malaysia 849 3.49 
Mauritania N/A 5.45 
Morocco 618 2.41 
Singapore 2478 6.87 
Togo 202 5.86 
Venezuela 5391 1.22 
 Source: World Development Indicators 



E/ECE/COE/29/CRP/1 
AU/CAMEF/EXP/15(V)/CRP 
Page 30 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
              Table 2: Best Per Capita Growth Rates in Developing Countries, 2001-2008 
Country GDP Per Capita, 2008 

(constant 2000 US$) 
Average Per Capita Growth 
Rate (%), 2001-2008 

Angola 1357 10.0 
Bhutan 1247 6.4         
Chad 251 6.0 
China 1963 9.5 
Equatorial Guinea 8692 18.8 
Ethiopia  190 5.5 
India 724 6.0 
Kuwait N/A 5.2 
LAO PDR 475 5.0 
Macao 33732 12.0 
Maldives 3656 6.2 
Mozambique 365 5.7 
Sierra Leone 262 7.4 
Sudan 532 5.2 
Trinidad & Tobago 10981 7.3 
Vietnam 647 6.2 
Source: World Development Indicators Database 
 
 
 
 
 
Table 3: Global Estimates of $1 a day and $2 a day Working Poor as Shares of Total 
Employment within a Region, 2006 
 
Region $1 a day $2 a day 
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East Asia 12.1% 44.2% 
South East Asia & the 
Pacific 

11.1 56.9 

South Asia 34.4 87.2 
Latin America & the 
Caribbean 

11.3 30.9 

Africa 46.2 78.6 
Source: ILO, 2007 
 
 
 
 
 
 
 
 
 
 
 
 
Table 4: Working Poor Living on Less than $1 a Day, Share in Total Employment, Latest Year Available Between 
1993 and 2004 
Country $ a day $ a day 
Tunisia 0.0 11.9 
Morocco 0.9 23.5 
Algeria 2.2 30.5 
Egypt 4.9 71.7 
Swaziland 13.9 41.2 
Cote d’Ivoire 15.0 55.3 
South Africa 18.0 59.6 
Cameroon 22.3 68.4 
Ethiopia 28.2 91.0 
Senegal 28.8 83.0 
Kenya 32.2 84.0 
Gambia 33.6 70.8 
Mauritania 34.1 82.6 
Burkina Faso 35.2 85.7 
Mozambique 44.4 90.9 
Botswana 47.4 82.6 
Malawi 49.4 89.9 
Ghana 54.8 89.7 
Rwanda 55.8 89.7 
Namibia 58.2 83.1 
Burundi 63.1 95.0 
Lesotho 63.4 87.7 
Zimbabwe 63.7 91.5 
Madagascar 73.6 94.4 
Niger 74.1 95.0 
Zambia 79.7 95.0 
Nigeria 79.9 94.5 
Central African Republic 80.8 94.4 
Mali 82.8 95.0 
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Uganda 89.0 95.0 
 Source: ILO (2007) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 5: Manufactured Exports as a Percentage of Merchandise Exports in Selected African, East Asian and Latin 
American Countries 
Country Manufactured 

Exports as % of 
Merchandise Exports, 
Period Average 1970-
2008 

Manufactured 
Value Added as 
% of GDP, 
Period Average 
1970-2008 

 Average Annual 
Growth Rate of 
GDP Per Capita 
(%), 1970-2008 

GDP Per Capita 
(PPP),2009* 

AFRICA     
Algeria 1.86 10.90 1.36 6,855 
Angola 8.69 5.35 2.94 6,179 
Botswana 85.02 5.33 6.68 13,417 
Cameroon 7.55 14.81 1.12 2,147 
Cape Verde 58.49 8.0 3.66 3,580 
Chad 4.83 10.33 0.66 1,674 
Cote d’Ivoire 13.66 15.53 -1.08 1,680 
Egypt 27.97 16.42 3.08 N/A 
Ethiopia 8.40 4.85 1.33 955 
Gabon 4.18 5.34 1.36 14,421 
Ghana 6.95 9.22 0.57 1,572 
Kenya 20.83 11.63 1.08 1,751 
Lesotho 90.02 12.71 3.0 1,288 
Malawi 7.12 14.56 0.87 881 
Mauritius 56.42 21.10 4.18 12,356 
Morocco 45.43 17.53 2.17 4,587 
Mozambique 8.78 12.39 2.34 938 
Namibia 47.72 12.48 0.61 6,610 
Nigeria 0.85 3.06 1.42 2,199 
Rwanda 4.82 10.52 1.73 1,092 
Senegal 30.9 15.16 0.13 1,751 
South Africa 40.87 21.18 0.60 9,961 
Tanzania 12.30 7.51 1.77 1,414 
Togo 19.04 8.23 -0.38 823 
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Tunisia 59.0 14.86 3.27 8,285 
Uganda 8.46 6.75 2.54 1,203 
Zambia 10.26 18.65 -0.90 1,544 
EAST ASIA     
Cambodia 96.13 15.11 6.11 2,018 
China 76.61 34.80 7.86 6,546 
Hong Kong 91.66 12.04 4.83 42,574 
Indonesia 29.39 19.23 4.21 4,149 
Korea 89.88 25.83 5.61 27,791 
Macao 96.53 7.11 5.29 N/A 
Malaysia 49.57 23.15 4.08 13,551 
Singapore 66.38 25.73 5.16 49,434 
Thailand 51.66 26.25 4.57 7,999 
LATIN 
AMERICA 

    

Argentina 27.83 26.90 1.25 14,126 
Brazil 45.44 25.45 2.31 10,456 
Chile 10.74 20.27 2.83 14,299 
Costa Rica 36.14 23.09 2.21 10,572 
Mexico 53.09 21.38 1.71 13,542 
Source: World Development Indicators 
*IMF, World Economic Outlook Database 
               
Table 6: Regional Science and Technology Indicators 
Regions/Countries GERD as 

% World 
GERD* 

GERD as 
% of 
GDP 

GERD per 
Inhabitant 
(PPP $) 

Researchers 
as a % of 
World Total 

Researchers 
Per Million 
Inhabitants  

GERD Per 
Researcher 
(thousands 
of PPP$) 

Developing 
Countries 

15.6 0.6 20 28.4 347 57.9 

Developed 
Countries 

84.4 2.2 377 71.6 3,033 124.2 

Asia 27.9 1.3 46 34.5 537 85.1 
Latin America & the 
Caribbean 

3.1 0.5 34 6.7 715 48.2 

SSA (excluding 
Arab States) 

0.5 0.3 6 1.0 113 49.1 

North Africa 0.2 0.2 7 1.5 489 14.9 
Arab States (in Asia) 0.1 0.2 11 0.1 52 211.4 
Arab States (All) 0.4 0.2 8 1.6 356 23.6 
China 3.9 0.6 17 10.6 454 38.3 
India 2.0 0.7 11 2.8 151 75.8 

*GERD stands for Gross Domestic Expenditure on Research & Development 
Source: Computed from UNESCO (2001, p.7) 

 
 
 
 
 
 
 
 
 



E/ECE/COE/29/CRP/1 
AU/CAMEF/EXP/15(V)/CRP 
Page 34 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 7: Technology Output, Absorptive Capacity and Economic Growth for Selected African Countries, 
2005 
Country R&D as % 

of GDP* 
Researchers per 
1 million 
inhabitants* 

Economic 
Growth in 
2005 (%) ** 

Economic 
Growth in 
2006 (%) ** 

Average 
Economic 
Growth 
(2005-
2006) 
%*** 

Algeria 0.1 170 5 2 3.5 
Botswana 0.4 - 5 3 4.0 
Burkina Faso 0.2 22 6 6 6.0 
Cameroon - 26 2 3 2.5 
Cape Verde - 127 7 11 9.0 
Dem. Republic 
of Congo 

0.5 - 6 5 5.5 

Cote d’Ivoire - 68 1 1 1.0 
Egypt 0.2 - 4 7 5.5 
Ethiopia  0.2 20 12 11 11.5 
Gambia - 28 5 7 6.0 
Lesotho 0.1 10 3 7 5.0 
Madagascar 0.2 43 5 5 5.0 
Mauritius 0.4 - 5 4 4.5 
Morocco 0.7 - 3 8 5.5 
Mozambique 0.5 - 8 9 8.5 
Niger - 8 7 5 6.0 
Senegal 0.1 - 6 2 4.0 
Seychelles 0.4 157 1 5 3.0 
South Africa 0.9 361 5 5 5.0 
Sudan 0.3 - 6 11 8.5 
Tunisia  1.0 1,450 4 6 5.0 
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Uganda 0.2  - 6 11 8.5 
Zambia 0.0 52  5 6 5.5 
Argentina 0.5 980 8 7 7.5 
Brazil 1.0 629 2 3 2.5 
Chile  0.7 833 5 4 4.5 
Costa Rica 0.4 122 4 7 5.5 
China 1.4 926 10 12 11.0 
Hong Kong  0.8 2,650 7 6 6.6 
Indonesia 0.05 205 4 4 4.0 
Malaysia 0.6 372 3 4 3.5 
Singapore  2.6 6,088 5 5 5.0 
South Korea 3.2 4,162 4 5 4.5 
 
Sources:  
*UNESCO Statistical Database; **World Development Indicators ***Computed by Author 
 
 
 
 
Table 8: Regional Distribution of Number of Scientific and Technical Publications, 2000-2005 
Region 2000 2001 2002 2003 2004 2005 Average 

2000-
2005 

Growth 
Rate, 
2000-
2005 
(%) 

East Asia 
& Pacific 

20,116 22,818 25,101 30,812 37,075 44,064 29,998 119 

LAC 14,786 15,776 17,126 17,889 19,361 20,045 17,497 36 
MENA 3,689 4,017 4,379 5,154 5,551 6,243 4839 69 
South 
Asia 

10,796 11,334 12,262 13,162 14,086 15,429 12,845 42 

SSA 3,355 3,279 3,438 3,331 3,517 3,563 3,413 6 
World 629,230 628,047 637,041 660,304 687,174 708,086 658,314 13 
Source: World Development Indicators Database 
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Table 9: Number of U.S. Patents Granted to Selected African and Other Developing Countries, 2000-2008 
Country 2000 2001 2002 2003 2004 2005 2006 2007 2008 Total 
Algeria 0 1 0 0 1 0 1 0 0 3 
Benin 0 0 0 0 0 0 0 1 0 1 
Cameroon 0 0 0 0 0 0 0 1 0 1 
Cote 
d’Ivoire 

0 0 0 0 1 0 0 0 0 1 

Gabon 0 0 0 0 0 0 0 1 0 1 
Egypt  6 5 6 4 7 4 12 2 46 
Ghana 0 0 0 0 0 0 0 1 0 1 
Kenya 3 4 1 10 16 10 3 1 4 62 
Mauritius 0 0 0 0 0 0 0 0 1 1 
Morocco 1 1 0 1 1 1 3 1 4 13 
Namibia 1 0 0 0 0 0 0 0 1 2 
Nigeria 2 1 4 4 1 0 0 1 1 14 
South Africa 125 137 123 131 115 108 127 116 124 1106 
Uganda 0 1 1 0 0 0 0 0 0 2 
Tunisia 0 0 1 0 1 1 2 0 2 7 
Argentina 54 51 54 63 46 24 38 37 32 399 
Brazil 113 125 112 180 161 98 148 118 133 1188 
Chile 15 13 11 11 15 9 14 25 13 126 
Costa Rica 8 12 8 10 10 13 26 17 13 117 
Dominican 
Republic 

5 0 1 0 0 2 2 2 3 15 

Mexico 76 81 94 85 86 80 66 56 54 678 
China 
(excluding 
Hong Kong 

161 265 390 424 597 565 970 1235 1874 6481 

Indonesia 14 10 15 12 23 23 16 15 19 147 
Singapore 218 296 410 427 449 346 412 393 399 3350 
South Korea 3472 3763 4009 4132 4671 4591 6509 7264 8731 47142 
Thailand 15 24 44 25 18 16 31 11 22 206 
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Source: U.S. Patent Office Statistical Database 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 10: Productivity Measured as GDP per Person Employed (1990 US$), Selected Economies in Asia and Africa 
Country 1980 1990 2000 Latest Year 
China 2493 3744 6800 8380 
India 2638 3484 5046 5781 
South Africa 12637 10742 9645 10097 
Egypt 6161 7822 8611 8640 
Algeria 12225 10500 8286 8453 
Morocco 6355 7198 7064 7585 
Cote d’Ivoire 5263 3560 3559 3214 
Sudan 2477 2107 2640 2898 
Ghana 2475 2297 2643 2826 
Nigeria 3331 2828 2628 2813 
Kenya 2185 2352 2011 1952 
Ethiopia 1347 1199 1286 1284 
Tanzania 1180 1059 1065 1214 
Congo, 
Democratic 
Republic 

1397 1253 568 559 

Source:  ILO, 2007  
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Table 11: Indicators of Human Capital in Selected African, Latin American, and East Asian Countries 
Country Expenditure 

on 
Education, 
% of GDP* 

Expenditure 
on 
Education, % 
of Govt. 
Expenditure* 

Expenditure 
on Tertiary 
Education, % 
of Education 
Expenditure* 

Adult 
Literacy 
Rate (%)* 

GDP 
Growth 
(%)* 

GDP Per 
Capita 
(PPP)** 

Botswana 8.1 21 32 83 2.1 12,508 
Cameroon 3.9 17 5 N/A 3.8 2,089 
Egypt 3.7 12.6 N/A 66 6.8 4,953 
Ghana 5.4 N/A 18 65 6.2 1,245 
Malawi 4.2 25 N/A 72 7.4 700 
Mauritius 3.9 12.7 11 87 3.5 10,571 
Senegal 4.8 26 24 42 2.3 1,585 
South Africa 5.3 17 13 88 5.0 9,087 
Tunisia 7.1 21 22 78 5.2 6,859 
Uganda 3.8 18.3 11 74 5.4 893 
Argentina 4.5 14 18 98 8.5 11,985 
Brazil 5.0 16 17 90 3.7 8,949 
Chile 3.4 18 16 97 4.0 13,030 
Costa Rica 4.7 23 N/A 96 8.2 9,564 
China 1.9 13 21 93 10.7 4,644 
Indonesia 3.5 18 N/A 92 5.4 3,454 
Korea 4.2 15 15 N/A 5.0 22,988 
Malaysia 4.7 25 36 92 5.9 12,536 
Singapore 3.2 12 36 94 7.9 44,708 
Thailand 4.0 21 20 94 5.0 7,599 
* 2006 figures;    ** 2007 figures 
 
Source: UNESCO Statistical Database, 2010. 
 
 
 
 
Table 12: Regional Growth-Accounting Decompositions (annual growth rates except where noted) 
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    Share of: Share of:  
Region Real GDP Real GDP 

Per Capita 
Real GDP 
Per Worker 

Growth in 
Physical 
Capital Per 
Worker 

Growth in 
Education Per 
Worker 

Residual 
(TFP) 

SSA 3.25 0.54 0.61 0.36 0.25 0.0 
Latin 
America & 
the 
Caribbean 

3.49 1.32 0.92 0.41 0.34 0.18 

South East 
Asia 

4.45 2.22 2.54 1.11 0.32 1.11 

East Asia & 
the Pacific 

6.21 4.17 3.95 2.11 0.49 1.35 

MENA & 
Turkey  

4.84 2.65 2.52 1.19 0.44 0.90 

Source: O’Connell (2008, p.22) 
 
 
 
 
Table 13: Selected Macroeconomic Indicators for Developing Regions, 2008 
Indicator Africa NICs  Asia Latin America & 

the Caribbean 
Investment as % of 
GDP 

25.03 27.7 41.9 22.9 

Gross National 
Savings as % of 
GDP 

27.9 32.1 47.7 22.1 

Inflation Rate 
(annual % change 
in consumer prices 

10.3 4.5 7.5 7.9 

General 
Government 
Balance as % of 
GDP 

N/A 0.94 N/A N/A 

Current Account 
Balance as % of 
GDP 

2.5 4.4 5.9 -0.8 

Private Financial 
Flows (Billions 
US$) 

28.5 N/A 35.7 67.0 

Direct Investment 
(Billions US$) 

41.9 N/A 140.0 90.4 

Private Portfolio 
Flows (Billions 
US$) 

-20.8 N/A 8.0 -20.5 

Official Flows 
(Billions US$) 

6.0 N/A -0.3 3.6 

External Debt as % 
of GDP 

22.4 N/A 15.0 20.5 

External Debt 
Service as % of 
GDP 

5.1 N/A 3.4 6.9 
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Source: IMF, World Economic Outlook Database 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 14: Trends in Average Applied Tariff Rates in Developing Countries, 1981-2007 
(unweighted, %) 
 
Country 2000 2001 2002 2003 2004 2005 2006 2007 
Benin  14.0 14.0 14.0 14.3 14.2 14.4 13.4 13.3 
Burkina 
Faso 

14.6 13.4 13.3 13.4 13.1 13.1 12.2 12.1 

Burundi 41.0 27.8 21.9 22.3 19.6 19.5 14.6 12.3 
Cote 
d’Ivoire 

14.6 13.4 13.4 13.6 13.6 13.6 13.5 13.3 

Guinea 
Bissau  

14.1 13.7 13.9 13.9 14.1 14.0 12.7 13.0 

Kenya 18.1 19.2 16.8 15.2 14.8 12.1 11.9 12.5 
Senegal 18.1 13.9 13.8 13.5 13.9 14.0 13.5 13.4 
Egypt N/A N/A 19.0 20.3 19.1 N/A N/A N/A 
Morocco 29.5 29.2 28.8 28.5 ------- 19.4 15.5 13.4 
Tunisia 27.9 29.6 25.9 25.2 25.5 ------ 22.9 ------ 
China 16.2 15.4 12.3 10.7 9.8 9.2 8.9 8.7 
Indonesia 7.8 6.1 6.4 6.0 6.1 6.0 6.0 6.6 
Malaysia 8.0 7.5 7.5 7.4 ----- 7.5 6.2 5.8 
Hong Kong 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Macao 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
         
Singapore 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Taiwan 7.3 7.3 6.9 6.2 ----- 5.5 5.4 5.3 
Korea 9.4 9.3 9.1 8.9 8.6 8.6 9.1 8.3 
Argentina 15.2 13.2 14.8 14.7 11.9 10.6 10.1 10.7 
Brazil 16.6 14.8 14.6 14.4 13.2 12.3 12.1 12.1 
Chile 9.0 8.0 7.0 6.0 4.9 4.9 2.3 1.9 
Costa Rica 5.0 6.0 6.4 5.6 5.8 7.0 ------ 6.2 
 
Source: www.siteresources.worldbank.org/INTRES 
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                Source: ILO, 2010                                             
 
 
 
 
 
 
 
 
 
                                                         
 
 
 
 
 
 
 
 
 
 
 
 
 
 



E/ECE/COE/29/CRP/1 
AU/CAMEF/EXP/15(V)/CRP 
Page 42 

 

 
 
 
 
Figure 2 

 
Source: ILO, 2006 
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Figure 3: Share of Public-Sector Employment in Total Employment, 2003 
 

 
Source: World Bank, 2003 
 
 
 
                                                    Figure 4 

 
Source: ILO, 2006 
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                  Figure 5: Vulnerable Employment as a % of Total Employment 

 
 
Source: ILO, 2009  
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Source: ILO, 2010 
 
 

 
Source: IMF, World Economic Outlook Database 
 
 
 
 
 



E/ECE/COE/29/CRP/1 
AU/CAMEF/EXP/15(V)/CRP 
Page 46 

 

 
Source: IMF, World Economic Outlook Database 
 
                     

                       
 
Source: IMF, World Economic Outlook Database 
 
 
 
 
Figure 10: Aid as % of Gross National Income (GNI) 
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Source: World Development Indicators 
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