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The OECD is a unique forum where the goveran of 30 democracies w@together to address the
economic, social and environmental challenges of globaljsagjon. The OECD is @ the forefront of efforts to
understand and to help governments respond to new deve¥pments and con uch as corporate governance,
the information economy and the challenges of an ageing p athIl 1sati0n provides a setting wher
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The OECD member countries are: Australia, Austria, Belgium, da, the Czech Repu '@enmark,
Finland, France, Germany, Greece, Hungary, Iceland, Ireland, Italy, Japan, I.)rezli.u l@r >~ Mexico, the
Netherlands, New Zealand, Norway, Poland, Portugal, the Slovak Republic, Spain, Sweden, Switzerland, Turkey,
the United Kingdom and the United States. The Commission of the European Communities takes part in the
work of the OECD.

to co-ordinate domestic and international policies.

OECD Publishing disseminates widely the results of the Organisation’s statistics gathering and research on
economic, social and environmental issues, as well as the conventions, guidelines and standards agreed by its members.
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The Development Centre of the Organisation for Economic Co-operation and Development was established by decision of
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development and the formulation and execution of general economic policies; to adapt such knowledge and experience to the actual
needs of countries or regions in the process of development and to pur the results ar the disposal of the countries by appropriate
means.
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The African Development Bank Group is a regional multilate@ievelopment finance inﬁtion the members
of which are all of the 53 countries in Africa and 25 countries frony Asia, the Middle b, urope, North and
South America. The purpose of the Bank is to further the econonvie development a
countries, individually and collectively. To this end, the Bank prom he invest n:a
for development, primarily by providing loans and grants for proj ct@ﬂd progas that contribute to poverty

al progress of African
ublic and private capital

reduction and broad-based sustainable development in Africa.

The non-concessional operations of the Bank are financed from its ordingﬁ pital resources. In additio%&
Bank’s soft window affiliates — the African Development Fund and the Nigeria Toflst FLwd —provide c&c‘&sl al
financing to low-income countries that are not able to sustain loans on market terms. e

By the end of 2004, the African Development Bank Group cumulatively approved 2 898 loans and grants
for commitments of close to $50 billion. The commitments were made to 52 regional member countries and
institutions to support development projects and programmes in agriculture, transport, public utilities, industry,
education and health sectors. Since the mid-1980s, a significant share of commitments has also gone to promoting
economic reforms and adjustment programmes that help to accelerate socio-economic development. About 60 per
cent of total Bank Group commitments were financed on non-concessional terms, while the balance benefited
from concessional financing.
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The African Economic Outlook project is a joint initia
Development Centre. The Report was essentially drafted

by resource people in selected countries.

ent Bank and the OECD we
J

iveyof the African Deyv,
core team draw both institutions, supported
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A generous grant from the Commission of the European ConQunities was essential to initiating and sust@ing

the project.
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With this fourth edition of our joint African Economic Outlook (AEMC are delighted that@growing importance of
the publication and its already substantial credibility are being conﬁrmfw/’uch expangded the original 22 countries

Preface

studied in previous years to 29, the AEO 2005 provides an even broader &erview of economies. With the addition
of Angola, Benin, Chad, Congo, Democratic Republic of the Congo, Madar, Niger, and Rwanda, both the depth and

breadth of the coverage have been enhanced.

<
Including more countries has not only broadened the analysis of the African econombyyit has also enabled us to, (w)le
more comprehensive information to governments and civil society in Africa, as well as to the b@ine woéa d $demia.
We are proud that the AEO team, consisting of staff from both institutions and experts in the field, has managed to apply
its standard methodology and rigour to all the countries, including the new ones. We regret that, unlike in previous editions,
we have not been able to include Zimbabwe this year due to difficulties with data collection. We nonetheless expect the coverage

to continue to widen in 2006.

The AEO has chosen to place the financing of small and medium-sized enterprises (SMEs) under its spotlight this year.
Though recognised as being central to growth and employment generation, their number in Africa is surprisingly few — the
so-called “missing middle” between the informal sector and large-scale companies. The AEO investigates this phenomenon
and finds that SMEs struggle under regulatory environments that stifle them and that established financial institutions are
ill-suited to their needs. Changing this situation will require more supportive policies, and we make some proposals about

which policies need to be considered.

One of the major findings of this year’s AEO is that many countries have seen their economic performance improve markedly
in 2004, as commodity prices picked up, aid levels rose, and macroeconomic management continued to improve. Prospects
for much of Africa are also more favourable than they have been for many years. We are also encouraged by the increased focus
of the international community on Africa’s development challenges. In particular, we welcome the Report of the Commission
for Africa, the UN Millennium Project Report led by Professor J. Sachs, as well as the plans of Prime Minster Blair to put

African issues as the centrepiece of the Gleneagles G8 Summit.

Building on recent achievements and maintaining the momentum of recent years to enable African countries make
progress towards the Millennium Development Goals will require concerted action by African countries and their development
partners. African countries, in co-operation with the African Union, will need to consolidate their current efforts to maintain
peace and stability across the continent. They will also need to deepen their reforms, particularly those relating to good governance,
and to strengthen their private sectors. The international community, in turn, will need to scale up its support by providing
substantially higher levels of assistance and more extensive debt relief and by removing trade barriers and trade-distorting
agricultural subsidies. In this regard, we look forward to the UN Summit in September 2005 and the renewed commitment

of the world community to achieving the MDGs.

We are confident that, with these measures, African countries will continue to build on their recent achievements and
make notable progress towards establishing transparent and accountable governance systems while at the same time improving

the economic welfare of their citizens. The purpose of the African Economic Outlook is to contribute to the achievement of these

goals.
Omar Kabbaj Louka Katseli
President of the African Development Bank Director, OECD Development Centre
Tunis Paris

April 2004
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This fourth edition of the African Economic Outlook
assesses economic developments and prospects for the
continent based on in-depth country studies. The
coverage has been expanded from 22 countries in the
third edition to the following 29 countries in the present
one — these account for 85 per cent of Africa’s population

and 90 per cent of its economic output:

e In North Africa: Algeria, Egypt, Morocco and
Tunisia.

o In West Africa: Benin, Burkina Faso, Cote d’Ivoire,
Ghana, Mali, Niger, Nigeria and Senegal.

e In Central Africa: Cameroon, Chad, the Republic
of Congo, the Democratic Republic of Congo,
Gabon and Rwanda.

e In East Africa: Ethiopia, Kenya, Madagascar,
Mauritius, Tanzania and Uganda.

e In Southern Africa:

Angola, Botswana,

Mozambique, South Africa and Zambia.

Our comparative assessment provides a continent-
wide perspective, drawing on the country studies and
supplementary analysis from the OECD Development
Centre and the African Development Bank. Each year,
the Outlook also provides an in-depth analysis of a topic
critical for Africa’s development prospects. In this year’s
edition, the focus is on financing small and medium-
size enterprises (SMEs), following the focus on the issue
of privatisation and the energy sector in the last two

editions, respectively.

Economic activity in Africa is estimated to have risen
by over 5 per cent in 2004, and while some countries
continue to face serious problems — including the
humanitarian catastrophe in the Darfur region of Sudan,
the economic collapse in Zimbabwe, and conflicts in
Cote d’Ivoire and some parts of the Democratic Republic
of Congo — prospects for much of Africa are more
favourable than they have been for many years.
Underlying this pickup in growth are: the global
expansion, notably through higher demand for

it i
3 /
&O \A
commodities at higher prices; a signi @ increase in
elopment aid to Africaﬁen largely by debt
, and improving

relief and emergency assis

macrotﬁomic stability. ﬁtion, growth has been
boostedwhe comj or@eam of new oil fields in
Southern Centrd Africa (Angola, Chad and
Equatorial Qﬂea), a recovery of agricultural production
following the d

é’ﬁthat affected some Easte, 11(
Central, and South Aﬁgcan countriti X%3
(Ethiopia, Malawi and Rwlrﬁdﬁ, and

improvements in the security situation. The locust

officia

some

infestation that affected West and North African
countries in 2004 has had a lower than initially expected
impact, owing to the concerted efforts to fight the

infestation.

Inflation has reached historical lows despite
increasing oil prices. Trade balances have improved in
many countries, with the largest gains for exporters of
oil and metal ores, while some countries were adversely
affected by higher import bills and lower prices for
some agricultural products, cocoa and cotton in
particular. The windfall gains from commodity prices
have improved public finances, notably in oil-exporting
countries. These gains will need to be managed carefully
to avoid boom-bust cycles that can result from price
volatility. In that respect, the Outlook highlights recent
efforts by a number of oil-exporting countries to improve
the transparency of their petroleum-sector operations

and introduce fiscal rules for the use of oil revenue.

After asignificant decline throughout much of the
last decade, aid levels have increased in recent years and
Africa is the continent that has benefited the most.
The launch of NEPAD, the Monterrey consensus on
financing for development in 2002, and the
implementation of the Heavily Indebted Poor Country
initiative — which eased external debt burdens — have
all played an important role in making Africa the focus
of development aid. Despite this encouraging trend —

and the increasing growth in economic activity in

© AIDB/OECD 2005
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Africa, based on existing donors’ commitments, aid is
expected to fall well short of the amounts required to
help most countries attain the Millennium Development
Goals (MDGs) by 2015. In that respect, the progress
report on the MDGs confirms the diagnosis of last
year’s AEO; on recent trends, only 6 African countries
— most of them in North Africa — are likely to meet
the key target of halving the share of the population
living on less than one dollar a day.

In this regard, the year 2005 has seen the
development of a series of new initiatives aiming at
providing increased and more effective aid in the run
up to 2015. The Outlook assesses these initiatives and
reviews the significant framework agreements that have
recently been reached in the Doha Round of multilateral
trade talks. This holds the promise of reducing
agricultural subsidies in developed countries and tearing
down the trade barriers that hinder market access for
African goods. Specifically, the framework agreements
call for the elimination of export subsidies, in particular
in the cotton sector, and the reduction of trade-distorting
domestic support and substantial tariff reduction. A
specific timetable for the implementation of these
measures, however, has yet to be decided. Outside the
Doha Round, the lifting of quota restrictions on trade
in textiles and clothing from the beginning of 2005 is
likely to pose a problem for textile-exporting countries
in Africa (including North African countries, Mauritius
and Madagascar), as they are vulnerable to competition

from Asian countries, in particular China.

With the recognition of its critical role in economic
growth and poverty alleviation, the focus on promoting
good governance has intensified in recent years. The
NEPAD has played an important role in this regard.
In that context, the African Peer Review Mechanism
launched recently is expected to provide a candid
assessment of the situation in African countries and
foster progress in this area. The Outlook highlights that
democracy has started to take root in a number of
countries in the last ten years, and, in parallel, conflicts

have started subsiding. Corruption, however, continues

1. Source: OECD (2004), OECD Economic Outlook, December.

& e
to be pre lét in many countries. Fur{ll?'despite

progre he
re ory environment, more needs tq be donegto
ensure an environment conducive ate-sector

D African SMEs have suﬁred from this still adverse

in macroeconomic management a
elopment.

bysiness environment has resulted in a “missing
ddle” between vi @e firms — often multinationals
on Qacles to%heir development, focusing on acc&?
nal finance. Drawing on the often d1sapp ing

frica

to
experiencksgtirth SME promotion programm:
and the AEO nerystugies, the O, esses that
to help SMEs emerge anj-g' Qelr efficient size
will require sustained efforts. An approach that is many
pronged is needed to improve access to finance. This
would include a better investment climate, improved
capacity to cope with banks’ requirements, and more
diverse sources of financing from financial institutions
— including micro-finance — and the existing large

enterprises.

International Environment

Growth in the OECD Area

Following the sharp slowdown in 2001, economic
recovery in the OECD area has become increasingly well
established, with GDP growth increasing to 1.6 per cent
in 2002, 2.2 per cent in 2003, and 3.6 per cent in
2004"'. The expansion has continued to be led by the
United States, while the upturn was also very strong
in Japan and the expansion took root in the euro area.
Economic growth has been underpinned by
accommodative macroeconomic policies and favourable
financial-market conditions (including low long-term
interest rate). It has slowed, however, by end-2004, as
the effects of the sharp increases in oil prices set in, and
it is expected to hover around 3 per cent in the OECD
area in 2005 and 2006, according to the OECD

Secretariat (Figure 1).
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Figure 1 - Growth in OECD Countries
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Source: OECD.

The economic recovery in the OECD area has
provided a large impetus to African economic activity.
Overall, African export volume increased by 6.5 per cent
per year in 2003-04 (against less than 1 per cent in 2001-
02). Any trade-induced stimulus has to take into account
the difference in growth between the European Union
and the United States, as Africa sells about 50 per cent
of its exports to the European Union, and only 15 per
cent to the United States’. While the economic upturn
in Europe lagged behind that in the United States in
2002-04, the stronger European growth expected in
2005 and 2006 will help sustain the demand for African

goods by OECD countries in the two coming years.
Exchange Rates

The US dollar has continued to depreciate strongly
amid concerns over the sustainability of flows needed
to finance the US current account deficit. Despite some
reversal in early 2005, the US dollar has depreciated

by some 45 per cent against the euro since end-2001,

2. IMF, Direction of Trade Statistics.

weakening European export growth (Figure 2). Changes
against other currencies, however, have been more
moderate; and, overall, exchange rate adjustments have

remained orderly.

The depreciation of the US dollar, and the
corresponding appreciation of the euro, has had an
important impact on economic activity in many African
countries. Overall, there was a large real effective
exchange rate appreciation in African countries
(exceeding 10 per cent cumulatively in 2003-04). The
Franc Zone countries, whose currency is pegged to the
euro, were strongly hit. Their external competitiveness
deteriorated, stemming the expansion of non-traditional
exports, while the CFA franc value of their traditional
exports—mostly raw materials priced in dollars—was
negatively affected. The South African rand also
appreciated sharply, following its substantial
depreciation during 2000-2001; the strengthening of
the rand affected the Southern African countries whose

currencies are pegged to it.

© AIDB/OECD 2005
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Raw Materials Prices

Strong world demand and supply shortages were
responsible for commodity prices rebounding sharply
during the global recovery. In dollar terms, metals and
minerals, and oil prices increased the most since 2001
(up almost 60 per cent). In domestic currency terms,
however, the impact of these price hikes was dampened
for many countries because of the depreciation of the

dollar over the same period.

The general rise in global commodity prices has had
a positive impact on the trade balances of many African
countries, although higher oil prices have hurt oil
importers. The countries with the largest gains have
been mostly exporters of oil and metal ore. For most
other countries, gains from higher-priced commodity
exports have been roughly equivalent to losses from oil
imports. However, a number of countries have faced net
losses reflecting lower prices for some agricultural
products — cocoa in 2003/04, cotton in 2004. The
dependence of many countries on commodity market
developments remains a key vulnerability over the
medium term. In the immediate, careful management
of the windfall gains from the increase in commodity
prices is key to avoiding boom-bust cycles that can

result from price volatility.

3. See: OECD (2004), OECD Economic Outlook, December.

Oil

The rise in crude oil prices to record nominal highs
has been accompanied by higher price volatility
(Figure 3). This surge in prices, which was largely
unanticipated, has reflected a number of factors,
including: the level and growth in the global demand
for oil as the global recovery has taken hold; the
disappointing growth in oil production and the tensions
in oil-exporting nations — particularly Iraq, Nigeria,
Russia and Venezuela; the low levels of spare oil
production capacity; and the low inventories of crude
oil in the OECD countries. With excess capacity still
very low, prices are likely to remain high, especially if
the global expansion remains solid. Average crude oil
price is expected to increase from $/barrel 37.8 in 2004
to $/barrel 44.7 and $/barrel 43.2 in 2005 and 2006,
respectively. High oil prices have slowed but not derailed
the global expansion; however, oil price uncertainty
will continue to dominate the risks surrounding

economic activity in the near term.’
Metals

Metals prices continued to increase sharply by 16 per
cent in 2004, in large part because of China’s high

demand for metals products. They are expected to

African Economic Outlook
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remain strong in 2005 due to depleted inventories.
The price of gold has escalated since mid-2001, triggered
by the reduction of producer hedging — as interest rates
lowered — and by international uncertainty; this
benefited South Africa, the world’s leading producer,
and other African gold producers, such as Ghana and
Mali — although the strength of the rand and the CFA
franc dampened the impact of buoyant commodity

prices in South Africa and Mali.

< 7
Prices of oth %etals also rose substantiaﬁl’”‘
2003 and 20 Copper prices rose by 90 per cent

during th elve-month period to March 20Q4, as
the marke&'ﬂoved into deficit on strong de@and
rowth in supply; since then,@es have
g have been

margi

been volatile. Gains in aluminium §

more est over the last two Ygars (33 per cent),
because of the large expansiO@ imary aluminium
capacitynd exports in Chjmp. ambia (for copper) and

&

Figure 3 - Prices of Oil and Metals (base 100 in January 2000)
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Source: World Bank.

to a lesser extent Mozambique, Ghana, Cameroon and

Guinea benefited from these increases.

Agricultural Products

Prices of tropical commodities have been volatile
and generally performed poorly (Figure 4). Cocoa prices
reflected the uncertainties generated by the civil conflict
in Cote d’Ivoire, the world’s largest cocoa producer and
exporter. Following record lows in the early 2000,
prices recovered to reach new highs in early 2003, fell
sharply during 2003 as a significant supply response

took place, and have stabilised since then.

The prices of coffee, exported by many African
countries, increased substantially in 2002; since then,
they have held fairly steady (increased for the Arabica
variety). However, they have not yet fully recovered their

level of early 2000, and fundamentals for coffee remain

weak, as consumption remains static and global

stockpiles are abundant.

Tea prices have risen by nearly 25 per cent since
March 2003, following a 33 per cent decline between
September 2000 and early 2003. The outlook for tea
prices, however, is less favourable, in view of the
declining trend in consumption growth and the

continued growth in output.

Cotton prices have fallen particularly sharply in the
course of 2004 (Figure 5), following the recovery from
their trough in October 2002. This drop will
substantially lower export earnings in countries like
Mali, Benin, and Burkina Faso in 2005. The cotton
price illustrates the problems encountered by some of
the poorest sub-Saharan countries in the context of trade
distortions. West and Central African countries produce

low-cost, high-grade cotton, but face unattractive world
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Figure 5 - Price of Cotton (base 100 in January 2000)
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prices which have been dampened by the provision of
substantial subsidies from developed countries in recent
years. An additional burden for the cotton-producing
countries in the CFA zone has been the appreciation of

the euro against the US dollar since 2000.

The “cotton initiative” launched in September 2003
by four West African countries (Benin, Burkina Faso,
Mali and Chad) to end cotton subsidies in WTO member
countries was finally included in the WTO General
Council decision reached in mid-2004 on the framework
to proceed with agricultural negotiations (Box 1).
However, no specific timetable for its implementation
has been decided yet. In the meantime, there is a need

to speed up the process of providing the necessary

assistance to African producers until the removal of
subsidies results in higher prices. In the present situation
of low prices, distorted by subsidies, African production
costs are above the world price, which threatens cotton
production in countries where the sector is key — an
estimated 12 million people are dependent on cotton
for their livelihood in West Africa.

Official Development Assistance

Over the last three years, there has been a continued
and significant rise in Official Development Assistance
(ODA). According to the OECD’s Development
Assistance Committee (DAC), total ODA rose by 7 per

cent in real terms in 2002 and by a further 5 per cent

African Economic Outlook
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mounting frustrations. One of the stumbling blocks was the lack of progress on agricultural liberalisation. In fact, the 2002 US Farm [ ]

Vol
\—d

Box 1 - Africa and the Doha Development Agenda

The Doha Development Agenda (DDA) — a round of trade talks launched in November 2001 — is aimed at fostering development

by increasing developing countries’ opportunities from further trade liberalisation, but it has suffered from missing deadlines and

Bill would have increased the level of support provided to US farmers, while in Europe, the 2003 reform of the EC’s common agricultural

policy (CAP), which shifted support from the “Blue Box” (production limiting) to the “Green Box” (perceived to be less trade distorting),

has left the level of producer support virtually unchanged. Developing countries, at the Cancuin Ministerial in September 2003, were q)
P . P . . . . —

unwilling to move into a new round of trade negotiations, as they perceived that their long-standing issues were not addressed. As a

result, the Cancun trade talks ended in failure. J

Package/Framework”. The package, by itself, does not translate into tariff cuts or elimination of subsidies, but it sets out modalities for

The “July Framework”: putting back the DDA on track?

From January-July 2004, however, constructive efforts led to the emergence of an agreed framework, dubbed the “July

future negotiations in five key areas: agriculture, Non-Agricultural Market Access INAMA), services, development issues and trade facilitation.

Its most salient features regarding agriculture in general and cotton in particular, are the following:

Agriculture: The framework calls for “substantial overall tariff reductions”, with highest tariffs subject to biggest cuts. Industrial
countries are allowed to maintain a high level of tariff protection on so-called “sensitive products”, subject to expanding the tariff-quota
rates on these products and compensating for this with greater liberalisation for other products. The special and differential treatment
(SDT) aspect of the framework would allow developing countries to make lesser tariff reductions, to designate “Special Products” and to
apply a “Special Safeguard Mechanism” for food security and rural development purposes. The framework expresses a commitment to
eliminate agricultural export subsidies — albeit without specifying a timetable — while allowing developing countries to maintain certain

export subsidies to market and transport their products “for a reasonable time”. The framework agreement also aims at substantially reducing

trade-distorting subsidies to domestic production, including capping the “blue box” support. The framework suggests a cut of at least
20 per cent in the total level of domestic subsidies in the first year of implementation. Developing countries will not be required to cut

certain domestic supports aimed at poor farmers and subsistence.

Cotton: The July framework reaffirms the importance of the sectoral initiative on cotton launched by four African countries — Benin,
Burkina Faso, Chad and Mali. These countries complained that cotton subsidies depressed world prices and damaged their cotton industry.
The July framework stipulates that the issue of cotton should be addressed “ambitiously, expeditiously and specifically” as part of the
agriculture negotiations. The cotton negotiations would encompass all trade-distorting policies affecting the sector — from import tariffs,
domestic support subsidies and export subsidisation. A new sub-committee on cotton, established in November 2004, has begun working

to that effect.

in 2003. In 2003, aid volume reached $69 billion, its
highest level ever in nominal and real terms. Yet the
recent recovery in ODA is less impressive when measured
as a share of DAC members’ gross national income
(GNI). The ODA/GNI ratio increased from 0.22 per cent
in 2001 to 0.25 per cent in 2003, which remains short
of previous averages (0.33 per cent achieved in 1980-
92) and of the United Nations ODA target of 0.7 per

cent”.

Much of the increase was due to debt relief, including
under the Heavily Indebted Poor Countries (HIPC)
Initiative’. By end-2004, debt-reduction packages had
been approved for 28 of the roughly 40 countries initially
targeted for HIPC assistance, amounting to $54 billion
in total®. The initiative is subject to a sunset clause

imposing a deadline by which eligible countries would

4. OECD (2005), DAC, 2004 Development Co-operation Report, Paris.

5. Net bilateral aid for debt relief was over $8 billion in 2003, from $5 billion in 2002.

6. These 28 countries had reached the HIPC Initiative decision point — when the amount of assistance to be committed is decided,

normally at the end of an initial three-year performance period; among these countries, 15 had reached the completion point — when
the country receives the bulk of its assistance without further policy conditions.
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need to adopt an IMF-supported programme that would
qualify them for debt-reduction action. In September
2004, the sunset clause was extended — for the fourth
time — to end-2006. This suggests there will be
continued high levels of debt-forgiveness action by
DAC members over the next two years, since more
than half the total estimated costs of the HIPC initiative
are accounted for by countries that had not yet reached

their completion point.

Based on donors’ commitments, further substantial
growth in real ODA is expected until at least 2006,
a key target date established at the Monterrey
conference in March 2002 (Figure 6). Denmark,
Luxembourg, the Netherlands, Norway and Sweden
are the only OECD countries meeting the 0.7 per

cent target. Four others have given firm dates to reach

& 7
it — Irelan @ 2007, Belgium and Finl{ré). 2010

and Fr er
Celi 2007. Spain has said it may rgach O.7§r
cent by 2012 and the United Kin@ by 2013.
ada intends to double its OD}@veen 2000 and
2010, and Switzerland has co ted to reach 0.4 per
nt by 2010. If these Z@nitments are met, ODA
003 prices and exchange

will reach $88 billio
Ues) or 0.30 per, b)f DAC GNI by 2006, and
Ao biuioqQ%gﬁ
Qpite this encouraging trend, the estimated
for 2006 éﬁs till well short of the amoun &quired
to help counn& attai.n the MDGs m‘ihe 2001

Zedillo Report, which estal3 hﬁut oritative estimates

e by 2012 with an interim target o

2,

ure

for MDG financing requirements, projected an
additional $50 billion more than 2003 ODA levels

Figure 6 - DAC Members’ ODA: 1990-2003 and Simulations to 2006 and 2010,

based on Commitments at Monterrey and Since
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Source: OECD (2005), ECA/OECD/DAC Mutual Review of Development Effectiveness, Paris.

7. United Nations (2001), Report of the High Level Panel on Financing for Development (“Zedlillo Report”), New York.
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and a figure close to $120 billion in 2006’
Growth of aid to Africa

Africa is the continent that benefited the most from
the recent aid increase. Africa’s share of total ODA,
which had fallen to 36 per cent of the total by 1999,
recovered to 46 per cent in 2003°. This rising financial
resource flow for Africa was driven largely by debt
relief and emergency assistance, which reached 19 per
cent and 8 per cent of total ODA, respectively, in the
last two years. In 2003, the out turn was largely
determined by the debt relief for the Democratic
Republic of Congo (about $4.5 billion). In parallel
with a rise in grants for debt forgiveness, the share of
ODA in the forms of loans and grants for programmes
and projects has fallen (figure 7). As the increased
amounts of debt relief and emergency assistance appear
not to have been fully additional resources, there is
concern that they might crowd out other forms of

development aid.

Africa is the a&O‘D/A recipient region‘f:r{{f

the 22 DAC bit™¥eral donors. Main bilateral donors to

Africa are countries — in particular France ¢ and
the United States. Top multilateral donor! the
Europefommission, the World Bank am@African

Development Bank. Annual aid in 2 @ mounted to
$31 péead in Africa, about twﬁd a half times the
aid per head received by the developing world

. While aid per ,&)r Africa has increased

it has fall@b@tlaﬂy from its 1990 level,
by about $6

ODA flows vidual countries have var
enormously since 2& For ) count }}
been cut by half, while it has l-g ?mcreased for
others. ODA to Zimbabwe and the Central African

Republic has decreased considerably, reflecting

populaty

since 20

mounting governance problems. Conversely, politically
stable countries with more accountable governments
have seen their ODA shares increase substantially.

Excluding the sharp increase in debt relief to the

Figure 7 - Net ODA to Africa 1993-2003
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Y

Bilateral debt forgiveness
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Source: OECD (2005), ECA/OECD/DAC Mutual Review of Development Effectiveness, Paris.

8. Based on region allocable ODA only.
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Democratic Republic of Congo, Ethiopia, Mozambique,
Uganda and Tanzania accounted for 30 per cent of total
ODA to the 50 countries in sub-Saharan Africa in
2003, while Egypt accounted for over 40 per cent of
flows to North Africa.

The NEPAD process has proved to be instrumental
in making Africa the focus of development assistance
flows. Together with the HIPC initiatives, it also
contributed to the shift in the sector allocation of ODA
towards social sectors (mostly education and health) and
governance activities. The Monterrey and subsequent
Kananaskis announcements by the G8 countries pledged
that 50 per cent of the total increase in ODA expected
for 2006 should be devoted to African countries. Despite
this encouraging trend, the MDGs remain underfinanced
and most of Sub-Saharan Africa is far from making
progress on most of the eight goals. Ten years from the
targets, the assessment of the progress made so far and
identification of priorities for MDG achievement have
risen to the top of the international development policy

agenda.

Aid prospects

The year 2005 has seen the development of a series
of initiatives aimed at providing increased and more
effective aid in the run up to 2015. A review of the
progress on the MDGs has started, notably with the
release of the Millennium Project’s Report’ in January
2005, and will culminate with the September 2005 UN
Millennium Summit and the formulation of a world
action plan. The UN Millennium Project advocates
detailed MDG needs assessments on a country-by-
country basis. Early simulations (based on Ghana)
suggest that in a typical low-income country, external
financing of public interventions will be required of the
order of 10-20 per cent of GNP. Overall, the UN
Millennium Project estimates that ODA required for
the MDGs during the coming decade will be $135

& ~f
billion in fmé, rising to $195 biuio’fl}q‘ 2015,
equival?;t to 0.44 and 0.54 per cent of donor &NP.
Sn tandem with UN efforts, the G@mit in July.
5 will put Africa at the centre @policy agenda.
At the summit, significant adgionk are expected to be

en in terms of furthe&bt relief, pro-poor trade
liReralisation, and inc aid flows. These proposed
\jions have also terred to as a “Marshall Plan
Wfrica”. I :@ base this Plan on a solid footing,w
thegyited &m has set up a special Commissi‘ty

for Affica which has produced a report on “Actig for

jrosperous Africa”, focusing o &e set of
future action quirgd t “jump—scrf‘ elopment
in Africa lrlmeg

governance and

a Strong

progress
transparency, infrastructure, investment climate, and
HIV/AIDS.

Against a background of donors’ commitments still
falling short of the funding required to achieve the
MDGs, a variety of innovative approaches to mobilise

resources have been recently examined (see Box 2).

Making aid more effective

In addition to the commitment by donors to increase
ODA volumes, ambitious efforts by the international
community and African governments are underway to
improve the quality of aid. In the spirit of the 2002
Monterrey International Conference on Financing for
Development, donors made specific pledges in the
2003 Joint Marrakech Memorandum on managing for
development results and the 2005 Paris Declaration on
Aid Effectiveness designed to reduce the transactions
costs implicit in aid delivery, encourage more
harmonised, joint efforts among bilateral and
multilateral donors, and enhance aid effectiveness

through results-based approaches.

Over the past two years, donors have started to

9. UN Millennium Project (2005), Investing in Development: A Practical Plan to Achieve the Millennium Development Goals, New York.

10. Reisen, H. (2004), Innovative Approaches to Funding the Millennium Development Goals, OECD Development Centre Policy Brief

No. 24, Paris.
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Box 2 - Mobilising Resources to Achieve the MDGs in Africa

Concerns over the feasibility of raising substantial and timely “traditional” aid in the run up to 2015 have led to a search for new
ways of financing development. Recent initiatives focused on global taxes, more private-sector involvement, and various forms of financial
engineering. The merits of these options should be judged against their revenue potential, whether they add or simply replace traditional
sources, and their economic benefits and costs. ' They must also be capable of securing political support and the earlier the better, given
the tightness of the 2015 deadline.

Global taxes have widespread public support, notably among civil society groups, in part because they seek to finance a global public

“good” (development) by imposing a tax on a global “bad”, such as speculative international finance, pollution or the arms trade.

The Tobin Tax (a marginal levy on global currency transactions) would yield large returns; indeed, a rate of just 0.01 per cent applied
on a global scale would generate an estimated $17-19 billion in revenue. The downsides are, however, the risk of a shrinking and very

mobile tax base, difficulty in uniform application across jurisdictions, and possibly an increase in currency volatility.

As for taxing arms dealing, even if the legal and documented trade in arms (worth around $50 billion per year) was unaffected by

taxation, a 5 per cent tax would not yield more than $2.5 billion annually. Also, higher taxation could stimulate more illicit arms dealing.

Already today, “green” taxes yield on average 2.5 per cent of GDP in OECD countries. However, a global environmental tax seems
too distant a prospect to help fund the MDGs in time. Nor are rich countries showing much sign of eagerness to pencil in proceeds from
their new carbon-related tax for aid purposes. However, acroplane kerosene enjoys a low or zero tax rate in EU member states and has
been identified in early 2005 by France and Germany as one means of raising money to fund immunisation and anti-AIDS treatment in
Africa.

A tax alone might not help meet the MDGs, so what about encouraging more private funding? Administered and financed by coalitions
of governments, international organisations, private enterprise and civil society, fopic-specific funds, like the Global Fund to Fight AIDS,
the Vaccine Fund and the Global Environment Facility, can serve as focal points for finance for specific urgent global problems. Nevertheless,
they may result in a less coherent response to global problems, since they may duplicate existing structures or introduce new ones into

what is already a cumbersome and complex management system.

What about engineering new financial instruments? The International Finance Facility (IFF), suggested by the UK government,
would stand a good chance of providing substantial additional funds for the MDGs in time. The IFF would be built on a series of pledges
by donors (each lasting 15 years) for a flow of annual payments to the IFE. On the back of these pledges (its assets) the IFF would issue
bonds in its own name (its liabilities). However, real liquid public assets would bolster the credibility of the Facility. The demand for
bonds issues by the IFF might also be enhanced if they were equipped with a lottery ticket, modelled on similar low-risk schemes currently

practiced in Bangladesh, Ireland and the United Kingdom.

The IFF could boost aid to as much as $100 billion per year during the crucial 2010-2015 period. In addition, since donor co-ordination
would take place through existing aid delivery channels, poor countries would not have to face myriad donors and regulations. However,
a broad international agreement about the IFF has not been reached as other donors are pursuing different strategies. The United States
have favoured a bilateral approach. In March 2002, President Bush proposed increasing foreign aid by 50 per cent over the next three
years by creating a Millennium Challenge Account (MCA). The MCA provides $5 billion per year to a select group of countries with

“sound policies and honest governments”.

simplify procedures and practices, to focus on delivery
of development results, and to adopt common
arrangements for sector wide approaches and budget
support which allow for greater reliance on national
systems and improved donor co-ordination. However,
evidence from Mozambique, Tanzania and Uganda

suggests that multi-donor budget support only bears

fruit where there is sufficient mutual trust and
accountability (Box 3).

Progress in implementing the consensus on greater
aid effectiveness has been uneven. Projects are still the
dominant mode of delivering aid, often channelled
through donor-managed parallel structures, rather than

being integrated into government priorities and budget

© AIDB/OECD 2005
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Box 3 - Mutual Accountability in Mozambique:

the Donor “Performance Assessment Framework”

In all African multi-donor budget support arrangements, a framework for periodically assessing partner-country performance is defined

and agreed. In an innovative twist, government and donors in Mozambique have agreed to establish a performance assessment framework @

for the donor community as well. The objective is to monitor donor behaviour regarding commitments, expose non-compliance and weaknesses

to peer pressure and strengthen donor accountability to government. This arrangement includes the following key features:

¢ Donors will identify the indicators to be assessed, which subsequently will be discussed and vetted with government;

¢ Donor performance will be assessed by an independent assessment team and subject to periodic discussion by government and

donor peers;

¢ The donor performance assessment framework will be linked to an action plan and timeframe for its implementation;

g
3
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¢ Annual donor performance reports will be released into the public domain; and

® The framework will be continuously adapted on the basis of collective and individual donor performance assessments.

cycles. Moreover, the aid system, with its diverse
monitoring and disbursement mechanisms, is still
perceived as fragmented by many recipients. The result
is lack of coherence and sustainability and further
erosion of state capacity.' Finally, despite the apparent
consensus that aid should be targeted to poverty
reduction, historical ties and strategic interests continue
to determine aid allocation, turning some recipients into

“donor darlings” or “donor orphans”."

Increased aid effectiveness is also hampered by the
unpredictability of aid flows, as only a minority of
bilateral donors provide prospective aid commitments.
Volatility in aid flows deeply compromises the ability
of African governments to plan future public
expenditures — and to undertake the strategic
incremental investments required to meet long-term
development objectives. More fragile countries suffer
from higher volatility: whilst most recipients experience
year-to-year ODA variations of 10 to 20 per cent, the
figure can rise to 50 per cent or more for recipients
suffering from conflict. The problem is most acute in
vulnerable countries with low international reserves,
where donors are unsure about government commitment

and capacity to reform.

There has been a recent emphasis on the need for
the harmonisation/alignment agenda to take into
account recipient-country diversity, including their
capacity to absorb aid, ability to raise internal or external
resources, and special circumstances such as shocks or
conflicts. This is of particular importance for many
“fragile” African countries, where special emphasis on

non-state actors might be desirable.

Macroeconomic Performances in
Africa

Economic Growth

A favourable external economic environment,
together with a relative improvement in domestic
macroeconomic management, helped boost real GDP
growth in Africa during 2004 to an eight-year high of
5.1 per cent in 2004. This performance allowed GDP per
capita to rise by nearly 3 per cent. For the second year
in a row, economic growth was particularly strong in
oil-producing countries (5.8 per cent in 2003 and 6.1 per
cent in 2004), which benefited from high world prices
for oil and an increase in production capacity.

Furthermore, despite the impact of higher oil prices, the

11. OECD (2005), “Mutual Review on Development Effectiveness: Improving the Quality of Aid: Issues and Challenges Ahead”.

12. OECD (2005), OECD Development Centre / Overseas Development Institute informal workshop on “The International Aid System:

What’s Next?”, Paris.
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Region 1996-2002 2003 2005(p) 2006(p)
Central Africa 3.9 5.0 41.4.4 41 5
East Africa 4.1 2.3 6.8 5.2 \ 1
North Africa 4.3 51 4.6 4.8 o 5.2
Southern Africa 3.1 2.6 4.0 4.6 O 5.2
West Africa 3.6 7.0 3.4 4.9 4.8
Total 3.8 44 5.1 4.'6 5.2
Note: Owing to lack of data, these aggregates do not include Liberia and Somalja. @

Source: Authors’ estimates (e); projections (p).

non-oil producing countries also performed well, with
growth in output reaching 4.4 per cent on average in
2004 (3.4 per cent in 2003). This trend of solid growth
is projected to continue in 2005 and 2006 — although
at a slightly lower rate of 4.7 per cent in 2005 as the
coming on stream of new oil fields in Central Africa will

be over — provided that global economy keeps expanding,

8 Q8
regional co@cts continue to ease, weather conditions
remain favourabl policies facilitate the adjustm
to the challenges posé&#by the clI[t;ges in Q
prices (including the high price the low
cotton prices) and international trade arrangements

(including the removal of textile quotas). In that respect,

recent efforts by a number of oil-exporting countries to

Box 4 - Improving Management of Oil Revenue during Periods of Price Booms

With more than 100 billion barrels, Africa had 9 per cent of the world’s oil reserves by the end of 2003. Half are located in North
Africa. In sub-Saharan Africa, the oil-producing countries can be divided into three categories: the old ones where production is in decline
(Congo, Cameroon and Gabon); those where production is still on the increase (Angola, Nigeria); and the new members of the club (Equatorial
Guinea, Chad and Sao Tomé). However, most of these countries have suffered from the “oil curse” finding themselves heavily indebted
and impoverished. For this reason, with the help of the international community, some oil-producing countries are seeking to take

advantage of the high prices prevailing since 2003 to make better use of surplus revenue and to improve transparency in the oil sector.

1 — Regulations Concerning the Utilisation of Oil Revenue

Several countries have specific regulations for the use of oil revenue. In Nigeria and Congo, the budget is based on a very conservative
estimate of the price of oil. Any surplus is then deposited in a special account with the central bank. In 2004, high oil prices enabled
Nigeria to save a substantial amount of its oil revenue. The government of Congo used most of its 2004 budget surplus to make external
debt repayments and regain the approval of the international community. In Algeria, the government’s budget for 2005 calls for a
significant reduction of the primary non-oil deficit in order to reduce the government’s dependence on volatile oil income, thereby ending
a pro-cyclical budgetary policy. Since 2001, priority has been given to investment, with adjustments being targeted at recurrent

expenditure.

2 — Transparency of the Oil Sector

The Extractive Industries Transparency Initiative (EITI) aims to encourage information sharing between governments and private
companies. Several African oil-producing countries (namely, Nigeria in November 2003, Angola in June 2003, Chad in October 2004,
Gabon in May 2004, Congo and Sao Tomé and Principe in June 2004) have expressed their intention of adhering to the EITI in order to
improve the transparency surrounding their oil income. Thus, Congo regularly publishes detailed information concerning financial
transactions in the oil sector on its official web site, especially about its contracts with oil companies including the controversial financial
dealings with a particular oil company in 2003. At the same time, the government has ended advance payment for the proceeds of future
oil exports. In Chad, the allocation of oil revenue is regulated by law — 10 per cent is saved and the remainder is allocated to priority
sectors — and the publication of an independent external audit carried out by the Petroleum Revenue Oversight and Control Committee

is compulsory. Nigeria also publishes information on the government’s oil income on a monthly basis.
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improve the governance of their petroleum-sector
operations are encouraging (Box 4).
North Africa

Following a pickup in economic activity in 2003
(5.1 per cent), real GDP growth in North African
countries continued to be solid in 2004 (4.6 per cent),
and this performance is expected to continue through
2006. In oil-producing Algeria, real growth moderated
somewhat in 2004 to 5.4 per cent (from 6.9 per cent
in 2003) due to a slower expansion of hydrocarbons
output — a sector that benefited from the bringing on
stream of new capacity in 2003 —and lower agriculture
growth following the 2003 bumper crop. In the non-
oil-exporting emerging-market economies of North
Africa (Egypt, Morocco and Tunisia), economic
performance continued to be solid in 2004. Growth was
largely driven by the external sector in Egypt and
Tunisia (including a rebound in tourism in the latter),
reaching 4.3 per cent and 5.5 per cent, respectively.
Growth slowed down in Morocco (to 3.5 per cent),

following the high cereal production in 2003.

West Africa

Economic growth in the West African region slowed
down considerably from 7 per cent in 2003 to 3.4 per
cent in 2004. In the WAEMU (West African Economic
and Monetary Union) area (Benin, Burkina Faso, Cote
d’Ivoire, Guinea-Bissau, Mali, Niger, Senegal and Togo),
activity was affected by: the continued political turmoil
in Cote d’Ivoire — the largest economy within WAEMU;
the real appreciation of the CFA franc, which is pegged
to the euro; a decline in agricultural output in Burkina
Faso, Niger and Senegal; a poor cotton crop in Benin;
and a decline in Mali’s gold output; and the locust
invasion, particularly in Guinea-Bissau, Mali, Niger and
Senegal —although its impact was limited by concerted
efforts to treat infested lands. Within the five non-
WAEMU members of ECOWAS

Community of West African States),"” Nigeria recorded

(Economic
modest real GDP growth of 3.7 per cent in 2004, as
oil production lowered during the second half of the

year, reflecting capacity constraints and the impact of

13. Nigeria, Ghana, Sierra Leone, Guinea and Gambia.
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L@A rican regions, with
an average real GDP growth estimated at 14.4 per cent
in 2004. The strong economic growth in Central Africa
was driven by the coming on stream of new oil
production (in Chad, Equatorial Guinea and Congo) and
increasing oil prices. The continued recovery in the
post-conflict Democratic Republic of Congo, following
its political stabilisation, also contributed to the increase
in regional growth. Cameroon enjoyed continuing
robust non-oil sector growth, and the Rwandan economy
began to recover in 2004. In contrast, Gabon suffered
from the declining trend in its oil production and a weak
non-oil-sector growth, while the Central African
Republic continued to be adversely affected by political
conflicts. In 2005 and 2006, economic growth in

Central Africa is expected to decline to trend levels.
East Africa

In 2004, average real GDP growth in East Africa
increased markedly to 6.8 per cent, as Ethiopia grew
by more than 10 per cent, reflecting improved harvests
following crop failures in 2003 (which had caused
activity to decline by 4 per cent in 2003). Tanzania and
Uganda continued to perform well with real GDP
growing by 7.4 per cent and 5.9 per cent, respectively.
In Madagascar, which was hit by two major cyclones
and a 50 per cent depreciation of the currency in early
2004, efforts to restore macroeconomic stability during

the second half of 2004 proved successful and growth
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is estimated to have reached 5.3 per cent. In Mauritius,
activity rebounded in 2003 and 2004 to over 4 per
cent, reflecting a recovery in tourism and sugar
production. A moderate rebound in Kenya’s growth
started in 2004 (3.1 per cent). Activity in East Africa
is expected to remain strong in 2005 and 2006.
However, some countries in the region, notably
Mauritius and Madagascar, face immediate challenges
in light of the expected increased competition from
China in the textile sector because of the end of the
Multi-Fibre Accord.

Southern Africa

Economic growth also increased in Southern Africa,
from 2.6 per cent in 2003 to 4 per cent in 2004,
reflecting improved economic performance in Angola
and South Africa, and this trend is expected to continue
through 2006. In Angola, strong economic activity in

2004 (10.9 per cent growth) was supported by rising
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number of floating-rate countries. Generally favourable
weather conditions also contributed to reducing
inflationary pressures. Only Zimbabwe, Angola and

Eritrea recorded inflation rates above 20 per cent. The

Table 2 - Weighted Mean CPI Inflation of African Regions

Region 1996-2002 2003 2004(e) 2005(p) 2006(p)
Central Africa 31.1 3.5 2.4 3.9 3.5
East Africa 5.8 6.8 8.2 5.7 4.5
North Africa 3.3 2.5 4.5 4.7 41
Southern Africa 17.2 15.7 11.2 10.2 9.1
West Africa 9.7 11.2 9.9 9.7 6.5
Total 11.0 8.3 7.9 7.5 6.2

Note: Owing to lack of data, these aggregates do not include Liberia and Somalia.

Source: Authors’ estimates (e); projections (p).

declining trend in inflation is expected to continue in
2005 and 2006.
North Africa

Inflation continued to be low in North Africa in
2004, averaging 4.5 per cent. However, inflationary
pressures gained momentum in Egypt in 2003/04
(8.1 per cent), due to the large exchange rate depreciation
in 2003 and an expansionary monetary policy in the
second half of the year. The pressure on prices that
started in late 2003 in Algeria in the context of loose
fiscal policy abated in the second half of 2004, as

monetary policy became less accommodative. The slight

14. Nigeria, Ghana, Sierra Leone, Guinea and Gambia.

increase in inflation in Tunisia was mostly due to
adjustments in administered prices and supply-driven
increases in certain food items, but the monetary policy

stance remained prudent.

West Africa

In the WAEMU area, the CFA franc peg to the
euro helped contain inflation to 1 per cent in 2004, but
inflation remained higher and more variable in the
West African Monetary Zone (WAMZ)". Consequently,
the targeted July 2005 launch date for a new common

currency shared by the five countries of WAMZ is
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expected to be missed. Inflation rates moderated
significantly in Ghana and Nigeria, reflecting prudent
macroeconomic policies, but all WAMZ countries
continued to experience double-digit inflation, with an
average approaching 14 per cent in 2004. Further
progress in macroeconomic stabilisation in WAMZ
countries is expected to ease inflationary pressures in
2005 and 2006.

Central Africa

Central Africa had the lowest inflation rate (2.4 per
cent) across sub-regions in 2004. Inflation fell to low levels
in most CEMAC (Communauté Economique et
Monétaire de I'Afrique Centrale) member countries”,
whose common currency, the CFA franc, is pegged to the
euro. Only Equatorial Guinea exceeded the convergence
objective of 3 per cent annual inflation by a wide margin,
as sustained double-digit economic growth continued to
put pressure on domestic prices. On average, inflation
in the CEMAC area was reduced to about 1 per cent.
Outside the CEMAC, inflation continued abating in the
Democratic Republic of the Congo to below 10 per cent
in 2004 (from 357 per cent in 2001), despite slippages
in the third quarter. In contrast, inflation increased to
11 per cent in Rwanda in 2004, where harvests were below
expectations. Inflation is expected to remain low in the

region through 2006.
East Africa

The dramatic increase in inflation in Madagascar
was responsible for the average increase in the region
to 8.2 per cent in 2004. In Madagascar, inflation surged
(from -2 per cent in 2003 to 14 per cent in 2004),
following the cyclones that hit the island in early 2004
and the rise in the price of rice — the country’s main
staple commodity. Excluding rice and petroleum
products, however, inflation in Madagascar has remained
fairly stable since mid-2004, and it is expected to
decline to below 6 per cent in 2005 and 2006. Inflation
also rose in Kenya, starting in 2003, as a result of an
easing in monetary policy and, on the supply side, a

poor harvest, but the tightening of monetary policy,
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o years,

at 11.2 per cent, the h1gh

of out turns. Zimbabwe continued to record the highest
inflation rate in Africa (282 per cent). In Angola, which
had also experienced three-digit inflation rates
throughout its 27-year civil war, inflation fell following
the introduction of economic measures in September
2003, but progress towards stabilisation remained
fragile, and the country still recorded the second highest
inflation rate among African countries in Africa in
2004 (41 per cent). Although on a decreasing trend,
inflation remained high in Zambia and Mozambique
(at 18 per cent and 13 per cent, respectively), reflecting
in part the effect of the depreciation of their currencies
against the South African rand. In turn, the appreciation
of the rand contributed to bring down inflation in
South Africa, from 9.3 per cent in 2002 to 4.3 per cent
in 2004, well within the central bank target range of

3-6 per cent.

Public Finances

The region’s average fiscal balance (including grants)
improved further in 2004, owing largely to the windfall
revenues from high oil prices in oil-producing countries,
which outweighed the larger deficits in some other
countries. The fiscal surplus of oil producers increased
from 0.4 per cent in 2003 to a record 2.4 per cent in
2004, while the average deficit in non-oil producers

increased only slightly from 2.6 per cent of GDP in 2003

15. The CEMAC comprises Cameroon, Central African Republic, Chad, Republic of Congo, Equatorial Guinea and Gabon.
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Table 3 - Average Budget Balance to GDP Ratio
Region 1996-2002 2003 20043 2005(p) 2006() 2
O
Central Africa 1.1 2.4 Lo 6.7 %8
East Africa 3.4 -3.9 -3.0 -3.9 \ .0
North Africa -0.9 0.2 0.9 2.3 o 1.8
Southern Africa 33 28 32 3.0 O 29
West Africa 1.9 2.0 37 3.0 2.4
Total 1.9 1.4 0.0 0.7\ 0.3
U

Note: Owing to lack of data, these aggregates do not include Liberia and Somalja. }

Source: Authors’ estimates (e); projections (p).

to 3 per cent of GDP in 2004. A further rise in the
surplus of oil producers is expected in 2005.
North Africa

The average fiscal balance in North Africa improved
by about 1 per cent of GDP in 2004, as the oil-exporting
countries in the region recorded exceptional surpluses,
and a further improvement is projected for 2005.
Among the other countries, the fiscal situation improved
markedly in Tunisia (with a deficit narrowing from
3.2 per cent of GDP in 2003 to 1.5 per cent in 2004),

and remained stable in the other countries.
West Africa

The average fiscal balance in West Africa swung
sharply into surplus in 2004 (improving by 5.7 per cent
of GDP), mostly reflecting the large turnaround in oil-
producing Nigeria, the largest economy in the region.
The oil-price boom yielded significant windfall revenues
in Nigeria, which, coupled with fiscal restraint-led to
an estimated surplus of 7.4 per cent in 2004, from a
fiscal deficit of 1.4 per cent in 2003. In contrast, fiscal
deficits widened in the WAEMU countries in 2004, as
the increase in oil prices and the locust invasion imposed
an additional fiscal burden. Furthermore, government
revenue in Benin and Niger suffered from the tightening
of import restrictions by Nigeria. Elsewhere in the
WAMZ, Ghana brought down its deficit further in
2004, following a sharp improvement in 2002 and
2003 (over the last 3 years, the deficit declined from
7.7 per cent of GDP to 2.7 per cent).

Central Africa

Fiscal positions improved on average in Central

@0

, but t&e were significant differences
ries. In the oil-rich CEMAC member
countries, fiscal

Lﬁﬁ idation was helped by risirig&
outputs, higher oil ces,.and generally KoMese

increase in spending. In contrdse

W

Africa in

between co

emocratic
Republic of Congo experienced widening deficit over
the last three years (from 1.7 per cent in 2001 to 4.8 per
cent in 2004).

East Africa

Despite a marginal improvement in the last two
years, the average fiscal deficit in East Africa remained
relatively large (3.9 per cent of GDP in 2003 and
3 per cent of GDP in 2004). Official grants provided
substantial and rising support for government budgets
in countries that had passed the completion point under
the HIPC initiative (Ethiopia, Tanzania, and Uganda)
or received assistance after a conflict (Madagascar).
These high levels of external support (ranging from
7 per cent of GDP in Tanzania to 10 per cent of GDP
in Uganda in 2004) allowed spending to expand and
be increasingly directed towards the alleviation of
poverty or relief operations. In contrast, in Kenya low
disbursement of donor support (with grants at 1.5 per
cent of GDP in 2004) did not permit an increase in

government outlays as expected.
Southern Africa

The limited rise of South Africa’s fiscal deficit
accounted for most of the increased regional deficit.
South Africa kept fiscal deficits at low levels during many
years in the framework of its successful macroeconomic
stabilisation policy, providing room for more ambitious

fiscal expansion, starting in 2003. Fiscal deficits
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increased from 1.5 per cent of GDP in 2002 to 2.4 per
cent in 2003 and 3.2 per cent of GDP in 2004) as
social spending was raised. Higher oil prices in Angola,
and a substantial fiscal adjustment effort in Zambia,
entailed lower fiscal deficits in those countries in 2004
(from 7.8 per cent of GDP to 3.4 per cent in Angola,
and from 6 per cent of GDP to 3.9 per cent in Zambia).
In Mozambique, which passed the completion point
under the HIPC initiative and relies heavily on donor
support (with grants at 8 per cent of GDP in 2004),
the authorities offset a revenue shortfall in 2004 by

lowering spending, including in some priority sectors.
Balance of Payments
The average external trade surplus continued to

increase dramatically in 2004, as Africa’s terms of trade

improved (by 6.7 per cent), owing mostly to the rise
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In the last few years, large inflows of capital were
attracted by the oil-producing countries (Algeria,

Angola, Chad, Equatorial Guinea, Nigeria and Sudan),

Table 4 - Average Ratio of Trade Balance to GDP

Region 1996-2002 2003 2004(e) 2005(p) 2006(p)
Central Africa 11.1 11.8 19.7 24.6 22.2
East Africa -10.4 -10.5 -12.2 -13.4 -13.5
North Africa -3.0 1.2 3.5 3.9 3.1
Southern Africa 3.4 3.1 3.7 5.0 5.9
West Africa 9.3 9.2 141 15.9 14.0
Total 1.6 2.8 5.7 7.1 6.5

Note: Owing to lack of data, these aggregates do not include Liberia and Somalia.

Source: Authors’ estimates (e); projections (p).

as well as by Morocco (related to privatisations) and
South Africa (Annex Table 10).

External debt burdens continued to fall as more
countries reached the HIPC completion point and
reliance on debt-creating flows declined. At end-2004,
12 countries had reached their completion point (Benin,
Burkina Faso, Mali, Mauritania, Mozambique, Tanzania
and Uganda by end-2003, and Senegal, Niger, Ethiopia,
Ghana and Madagascar during 2004), while eleven
others had reached their decision point and were already
getting interim debt relief. Total debt is estimated to
have declined, from 55 per cent of GDP in 2002, to
48 per cent in 2003 and 43 per cent in 2004.

There was a large real exchange rate appreciation
in African countries over the last two years (exceeding

10 per cent), reflecting the sharp appreciation of the

euro and the rand against the dollar. While it helped
contain inflation, notably in South Africa and
neighbouring countries, it eroded previous competitive
gains — from the South African rand depreciation in
2001-02 and the 1994 devaluation of the CFA franc.

North Africa

The overall improvement in the external position
of North Africa reflected the growing surpluses of the
petroleum exporters, Algeria and Libya, which exceeded
15 per cent of GDP in 2003 and 20 per cent in 2004,
while the large trade deficit in the other countries —
ranging from 8 to 10 per cent of GDP — widened
slightly on average in 2004. In Morocco, the deficit
increased by about 1 per cent of GDP because of growing

imports — related to higher wheat and oil prices, and
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capital goods imports — and low export growth, but
workers’ remittances and improved tourism receipts
continued to sustain its current account. The trade
deficit also increased by more than 1 per cent of GDP
in Egypt, as the strong growth in exports was more than
offset by higher imports relating to the economic
recovery. In Tunisia, the external position remained
stable, on the strength of non-energy exports and the

recovery in tourism.

West Africa

The sizeable increase in the trade surplus of West
Africa primarily reflected Nigeria’s rising oil exports.
Furthermore, Nigeria’s policy of saving a large part of
the windfall oil revenues helped contain its imports.
In the WAEMU region, exports fell as a share of GDP
by 1.5 per cent, mainly because of a decline in Cote
d’Ivoire’s cocoa exports and Benin’s cotton exports,
resulting in a deterioration of the trade balance for the
WAEMU region. Elsewhere, Ghana also registered a

deteriorating trade balance.

Central Africa

The trade balance improved strongly (by close to
8 per cent of GDP in 2004) in the oil rich CEMAC
region, where exports continued their upward trend
thanks to higher oil output and prices; only the Central
African Republic, an oil importer, saw its trade account
deteriorate due to its overall weak economic condition.
Elsewhere, in Rwanda and the Democratic Republic of
Congo, trade balances also deteriorated, although

marginally.

East Africa

The average trade deficit widened by about 2 per
cent of GDP in East Africa in 2004, as countries in the
region experienced the terms of trade shock resulting
from rising oil prices. Only Uganda improved its trade
position slightly (by 0.2 per cent of GDP to a deficit
of 9.7 per cent of GDP in 2004), reflecting a boost in

its exports.

Southern Africa
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The Millennium Development
Goals: Progress Report

Reviewing the prospects of attaining the MDGs in
Africa raises both optimism and critical concerns. There
are serious and legitimate worries that Africa might not
achieve the MDGs by 2015. In many Sub-Saharan
African countries, the MDG growth requirements
exceed to a great extent the best they have achieved in
the recent past. At the same time, there are still
encouraging stories of success and the possibility of
achieving them if both donor and recipient countries

take drastic measures.

A few countries appear to be on a way to reaching
some of the MDGs. Cape Verde, Equatorial Guinea,
Malawi and Uganda have already reduced poverty and
Botswana, Mauritania and South Africa may reach some
of the MDGs related to social development, but few will
reduce poverty by half by 2015. Ghana, Morocco and
Tunisia, however, should be able to fulfil growth-rate

requirements.

In Table 5 — Progress Towards Achieving the
Millennium Development Goals — countries are
classified into five categories according to their pace of

progress towards the MDGs:
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7) Achieved: the country has already achieved the
target or had achieved in 2000 half the pace to
the target;

77) On track: the actual growth rate of the indicator
is equal to or higher than the required growth
rate to achieve the target;

7ii) Slightly off: the actual growth rate is between

the required growth rate and half the required
growth rate to achieve the target;

iv) Far behind: the actual growth rate is between
zero and half the required growth rate to achieve
the target;

v) Slipping back: the actual growth rate of the
indicator is negative or the indicator is at least

5 per cent worse than the one in 1990.

The satisfactory performance ratio is the percentage
of countries that has achieved or is on track to achieve
the target. It gives an idea of the percentage of countries

that should meet the target in 2015, on current trends.

Reaching the MDGs is about progress. To halve the
monetary poverty in Zimbabwe means to reduce poverty
from 36 per cent of people in 1990 to 18 per cent in
2015. The same target in Morocco means to reduce
poverty from 2 per cent in 1990 to 1 per cent in 2015.
Consequently, some results may appear counter-intuitive
taking into account per capita income or social

development.

Reducing Extreme Poverty by Half

Monetary poverty

This first target refers to halving the proportion of
people whose income is less than one dollar a day. Only
6 African countries representing about 11 per cent of
the regional population are likely to achieve this goal,
most of them located in North Africa, namely: Algeria,

Egypt, Libya, Morocco, Tunisia and Mauritius.

Hunger

In Sub E&r:r:ﬁfrica, fewer than a:;irﬁ & ,5untries
are expeeted on current trends to halve the propettion
of
average, people suffering from hun

per cent of the African po ula@in 2000-2002,
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sufl from Munger in North Africa and in Nige‘i@
(9.3 cent), in Mauritius (8.3 per cent) and in (@bon

(7.7 per ((v)b' &\)(
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Achieving Univerdat BuStion

Sub-Saharan Africa has the highest level of illiteracy
in the world. In 2004, the estimated adult illiteracy rate
(people over 15 years old) was 35.9 per cent in Africa
(27.7 per cent for males and 44 per cent for females).
The rate is lower for the younger tier (between 15 and
24 years of age) at 20.1 per cent. At the current slow
pace of enrolment growth, Africa will not be able to
achieve Universal Primary Education before at least
2150, according to the SAIIA (2004)'¢

Primary school enrolment

The most satisfactory enrolment ratio is for net
primary education with 58.5 per cent of African countries
on track to reach the target for 2015. Some countries
are making outstanding progress. For example, Benin
increased its primary enrolment rate by more than
20 percentage points in the 1990s and Botswana doubled
the proportion of children in primary school in 15 years,

nearly achieving universal primary education.
Completion rates

As a consequence of low completion rates, the
average years of schooling for the adult population (15-
64 years old) in 2000 ranged from 0.9 year in Burkina
Faso, 1 year in Niger, 1.1 years in Mali to 7.4 years in

16. SAlIA (The South African Institute of International Affairs) (2004), Back to the Blackboard — Looking beyond Universal Primary Education

in Africa, Nepad Policy Focus Series.
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South Africa, 7.6 years in Mauritius and 8.3 years in
Zimbabwe. However, Mali increased its primary
completion rate by more than 20 percentage points in
the 1990s and it is on track to reach the target. Ethiopia,
Senegal and Rwanda are also making good progress on

primary completion.

Eliminating Gender Disparity

Only goal 3 on eliminating gender disparity in all
levels of education focuses on gender equality and
women’s empowerment. However, gender equality
cannot be achieved only by eliminating gender
disparities in primary and secondary schools. Goal 3,
for instance, does not capture the difficulties of transition
from school into the labour market. North African
countries have made tremendous progress in educating
girls but the region still has much to do in furthering
women’s economic and political participation. Cultural
norms that often legitimise gender inequality and
determine the position of women irrespective of
educational attainment will need to be confronted in

African countries.

Gender gaps in education are serious in sub-Saharan
Africa. While the target for gender equality in primary
and secondary education is to be achieved preferably by
2005, about 45.3 per cent of African countries appear
unlikely to achieve it even by 2015. Continent-wide,
13 countries have achieved the goal of parity in primary
education but only 7 in secondary education, including
the outstanding cases of Botswana, Madagascar and

Mauritius.

Improving Health

The health goals are rendered more difficult to
achieve by the large gaps in access to safe drinking
water and basic sanitation. Progress has been particularly
weak and slow where civil disturbances and the
HIV/AIDS epidemic have driven up rates of infant and
child mortality.

Infant mortality and maternal health

Maternal mortality in Africa is one of the worst in

the world, curren ﬁgher than 1 000 per 100 (%{w
Angola, Ethioft®, Mozambique and Rwanda. In 2004,
the under mortality rate still exceeded 209 per
1 000 in égola (240), the Democratic Re of
Congo ), Mozambique (208), and Ni 03). In
North Africa, the figures are far better @ e mortality
does not exceed 50 per &O. However, most

e achieved yet the
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on track\}&ther 11 Qe\ pped back.
Major Qases
The goal of halt% and reVng thép(' of

HIV/AIDS and other major 1s§es (malaria,

tuberculosis) appears daunting. Their incidence
continues to rise, further aggravating conditions affecting
child and maternal mortality, and entailing broad and
serious economic and social consequences. HIV/AIDS
could undermine both the economic and social
developments of Sub-Saharan Africa. Women and girls
face extreme vulnerability to HIV/AIDS as a result of

gender-based violence and discrimination.

At end-2003, 25.3 million people lived with
HIV/AIDS in Africa and 12 million children were
AIDS orphans. In North African countries, however,
the rate of adult prevalence is no higher than 0.1 per
cent. In East Africa, there are some encouraging signs
that the prevalence of HIV/AIDS infection is declining.
Uganda reduced HIV/AIDS infection rates during 8
consecutive years in the 1990s, from nearly 30 per cent
in 1990 to 9 per cent in 2002, and Zambia may soon
become the second African country to slow the spread
of this scourge. However, East and Southern Africa are
also the African regions where the prevalence of the
infection is the highest. At the end of 2003, the adult
(aged 15-49) prevalence rate for HIV/AIDS was 39 per
cent in Botswana, 29 per cent in Zimbabwe, 22 per cent
in South Africa, 19 per cent in Zambia, and 15 per cent
in Mozambique. Over the last 5 years, there has been
a rapid change in treatment strategies for HIV/AIDS
infections. An increasing number of adults have been
treated with antiretrovirals (ARVs). More than a quarter
of the HIV-infected population in Botswana, Uganda

and Namibia are currently under ARVs. However,
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Box 5 - Scaling up Antiretroviral Treatment in Africa: Challenges Ahead

ARV programmes have recently been initiated in several African countries. The WHO “3 by 5” initiative, which is an integrated
strategy to fight AIDS through the association of prevention, treatment and long term support, seeks to provide ARV to 3 million people
living with AIDS in developing countries by the end of 2005. In tandem with this initiative, the private sector is increasingly involved
in the fight against the pandemic, in particular through the Global Business Coalition on HIV/AIDS, a pool of 180 international

enterprises.
A constraining treatment regimen

In order for the ARV therapy to be effective, a regular pill intake should be respected and combined with a good nutritional status.
Moreover, the treatment should be extended over a long period of time. Inadequate adherence to treatment gives rise to the surge of
detectable viral loads, declining CD4 counts, disease progression, episodes of opportunistic infections and poorer health outcomes. Poor
adherence also leads to the development of resistance to ARVs. This is a major public health problem in resource-limited situations where

the choice of medications is already restricted due to high costs and limited availability.
Capacity and financial challenges

Health systems in Sub-Saharan Africa already suffer from capacity problems and financial inadequacy. The HIV/AIDS epidemic is
exacerbating these problems. In Céte d’Ivoire and in Uganda, 50 to 80 per cent of hospital beds are occupied by patients showing
HIV/AIDS symptoms. Increasing demand for health services faces limited supply of services, such as safety and hygienic requirements
and trained staff. Despite a spectacular decrease in the cost of ARVs, access to treatment remains expensive and the availability of it too

limited to cover the population in need. To complicate this setting, poverty can further harm adherence through inadequate food intakes.
The way forward

In order to ensure an effective implementation of the ARV therapy, whose failure would engender supplementary costs, both human

and economic, the following key actions need be promoted:

1 Integrating prevention and treatment programmes: the effort of prevention is essential to prevent new infections and to increase

awareness about the existence of effective treatment as well as about its binding conditions.

2 Ensuring the strict implementation and scaling up of ARV therapy, which will require putting in place a series of incentives, such

as food aid or financial support for afflicted households;

3 Raising supplementary funds in order to enhance the entire health system and thus avoid treatment inefficiency and crowding

out of other illnesses;

4 Improving policy coherence and co-ordination among partners (government agencies, civil society, multilateral and bilateral

daunting challenges remain for the effective

The continent’s temperatures, mosquito species and

implementation and scaling up of the antiretroviral
therapy (Box 5).

The prevalence of tuberculosis has surged at the
same time as the spread of the HIV pandemic. In 2003,
227 320 cases of tuberculosis were notified in South
Africa, 117 600 in Ethiopia, 91 522 in Kenya and
84 687 in Democratic Republic of Congo.

humidity also give Africa the highest malaria burden.
Notified cases represented 4.3 million in Kenya in
1995, 3.2 million in Zambia in 1996, 2.2 million in
Ghana in 1997 and 1.1 million in Tanzania in 1997.

Environment

Halving the proportion of the African population
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without access to safe drinking water and sanitation
between 1990 and 2015

environmental sustainability. Progress has been good

should help ensure

in this area and performance is now satisfactory in more

than half of the African countries.

In 2002, access to water supply was still very low
in Ethiopia (22 per cent), Chad (34 per cent),
Mozambique (42 per cent) or Madagascar (45 per cent).
In contrast, it was high in Egypt (98 per cent), Botswana
(95 per cent) and South Africa (87 per cent). Global
figures, however, do not reflect the important disparities
existing in some countries between rural and urban
areas. For example, while 81 per cent of the urban
population has access to water in Ethiopia, only 11 per

cent of the rural people have access.

Sanitation coverage in 2002 was very low in Ethiopia
(6 per cent), Chad (8 per cent), Congo (9 per cent),
Burkina Faso and Niger (12 per cent) but high in
Mauritius (99 per cent) and Algeria (92 per cent).
Again, the difference between urban and rural areas is
very important in Tanzania (71 per cent of urban people
have access to sanitation against 15 per cent in rural
areas), in Morocco (83 per cent against 31 per cent), in
Benin (58 per cent against 12 per cent) and in South

Africa (86 per cent against 44 per cent).

Governance and Political Issues

The promotion of good governance has been an
important focus of development efforts by African
governments since the early 1990s. The two regional
initiatives — the African Union and the New
Partnership for African Development (NEPAD) —
have re-affirmed that development requires democracy,
the respect for human rights, peace and good
governance. The African Peer Review Mechanism
(APRM) launched in 2003 is expected to provide a
candid assessment of the situation in African countries
and foster progress in such areas as peace and security,

democracy and political governance, and economic

& e
and corporate m. %ment. Indeed, democrac§é¢'

t in a number of countries over the

be

n many countries. There hag b rogress

subsiding. Corruption, however, contin

started takin
last ten y éand in parallel conflicts haves%fted

preval
in macroeconomic management an regulatory

ent, but more needs t&be done to ensure
ent.

sustai@e private sector de%
Pro@ss Tow, sg/emocracy

As parg the democratisation taking place in

envir

Africa, substan rogress has been made in h(

electoral process. Poll#cal p.artie , the maghiffgri=for
democratic control of political pjmrgw ourish in
many African countries. According to a survey by the
United Nations Economic Commission for Africa —
UNECA, (2005)" liberalisation in registration of
political parties has led to several parties in countries
such as South Africa (with 140 parties), Mali (91),
Ethiopia (79), Chad (73), Senegal (65), Kenya (48),
Burkina Faso (47), Morocco, Nigeria and Botswana
(30 each), Egypt (17) and Ghana (10). Voter registration
is conducted easily in South Africa, Mauritius, Namibia,
and Botswana — but not in Zimbabwe. The electoral
laws and procedures across the continent have enhanced
competition in the electoral system in many countries.
Moreover, internal reforms and significant external
support given to electoral commissions have given
them greater capacity and competence to manage
elections. The electoral system is considered legitimate
and credible in Ghana, South Africa, Mali, Mauritius,
Botswana, Senegal, Namibia, Benin, Niger, Burkina
Faso, Gambia, Lesotho, Malawi, Morocco, Nigeria,
Cameroon, and Mozambique. Nonetheless, in most
countries, political parties are weak, highly personalised,
lacking in internal democracy and are without good

funding base.

Along with the increasing political competition, the
existence of checks and balances across different branches
of government, as well as external monitoring by civil

society is promoting political accountability. Several

17. See, UNECA (2005) Striving for Good Governance in Africa. Synopsis of the 2005 African Governance Report Prepared for the African

Development Forum IV, UNECA, Addis Ababa.
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African countries over the years have witnessed declines
in key institutions such as the police, the judiciary, the
prisons, and other institutions essential to ensuring
the rule of law and security. The situation appears to
be changing in many countries as legislatures and
judiciaries are providing realistic checks on the executive.
As reported in the UNECA survey (2005), the legislature
is largely independent from other branches of
government in South Africa, Namibia, Botswana,
Uganda and Ghana. Other countries have set reforms
in motion to improve the independence, integrity and
performance of the judiciary. At the same time, across
other countries the judiciary is hampered by serious
institutional constraints including inadequate funding,
insufficient professional personnel, lack of regular
training for judicial officers, especially for magistrates

in the lower courts, registrars and court clerks. These

constrainta 155!1 to delays in the dispensat1£ ’f justice
with ¢ o,be

he

inal cases taking on average 1-2 yea

he strengthening of democracy h tributed to

the courts, and in some extrergx 3-4 yeagh.
ssening of political repressi@as defined by
“hardening” in the statistical es to this volume)
ross the continent iﬁe last decade, as more
gqvernments have adh
ygefe 8). The upholding of civil
l‘@s and libgffes IT4s improved in countries includin,
Carﬁon, Keiya, Nigeria and South Africa. Howev‘t)
s

ino

the rule of law and respect

human rights

s such as Cote d'Ivoire, Zimbabwe and Equasgorial

Guinea, t uElirities have countered rising jigability

by hardening t#eir paliticlzistance. 2 O
eC

Despite the positive developments in democracy,

much remains to be done to improve citizens’ influence

Figure 8 - Political Hardening in Africa, 1996-2004

Hardening of the regime

=== Trend

1996 1997 1998 1999

2000

2001 2002 2003 2004

Source: Based on Appendix Table 23.

and oversight over the conduct of the government, elect
responsive and responsible leadership and promote
social reciprocities in some parts of Africa. There are
still many parts of the continent where progress needs

to be made towards greater adherence to the axioms

of good politics including basic political order, political
legitimacy and rule of law. Furthermore, there are
still cases where democracy is superficially based on
ethnic elections that do not reflect the judgment of

the people on the performance of the government.
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The degree of political equality, inter-group tolerance,
inclusiveness, and popular participation needs to be
greatly improved.

Conflicts and Political Troubles in Africa

Conflicts in Africa are subsiding as electoral
democracy is taking root. Several long-running wars have
recently ended. Reconstruction is under way in Angola
— after 27 years of war — Sierra Leone, Liberia and
Guinea-Bissau. Also, an end to conflict is in sight for
Democratic Republic of Congo, Burundi, Somalia, and

Senegal’s Casamance province.

Figure 9 - Political Troubles in Africa, 1996-2004

Political troubles

e ,f/.

5©
The reductﬂ’ﬁl conflicts across Africa has coincidedo

with a mar ecline in political instability throughout
the contir&nt (see Figure 9). Over the las de,
politicdMgstability has dropped in Algeria@neroon,
South Africa, Egypt and Kenya, while(p
tly been on the rise in&e d’Ivoire.

Mowever, remai @strongest threat to

W
democraﬁ&ud hum: ht¥’in Africa. The Democratic

Republic off@engo is inwhe middle of transition to peace
and democr*€y, but new fighting in the east could

ical troubles

have

\

=== Trend
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Source: Based on Appendix Table 21.

threaten that progress. In Cote d’Ivoire and in Sudan’s
Darfur region, the conflicts have lingered.
Corruption in Africa

Corruption remains the bane of good governance
and good economic management in Africa. During the

1970s, extensive governmental intervention and

regulation of public life in most African countries
created the basis for corrupt practices. The roll back of
the state since the early 1980s has failed to reduce

corruption in Africa.

The extent to which corruption continues to be

prevalent in African countries is apparent from the

18. The CITI measures the perception of corruption as seen by business people, risk analysts and the general public. The index is ranked

on a scale of 0-10, with a lower score indicating high corruption.
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Corruption Index of Transparency International (CITT)."
The 36 African countries covered in the CITI in 2004
scored an average of 2.93, indicating widespread
corruption (Table 6). Among the African countries,
only Botswana and Tunisia obtained scores that were
half-way towards a corruption-free environment.

Botswana obtained the best score among African

countries (6 points), and was ranked 31st among the

Table 6 - Corruption Perception Indexes (CPI) for African Countries,

| = N |
146 cc;y& covered. This score was’tﬁalally

compai®®le to only one European country — ugal
(6. orruption levels are higher in Afgica’s oil i€h
countries including Angola, Chad, Libgas
man. Nigeria continued to m@@e worst record

of all the African countries w score of 1.6 points,

igeria and

ich was only better t the score for two other

@.mtries - Banglade% and Haiti (1.5). The CIT