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 e OECD is a unique forum where the governments of 31 democracies work together to address the economic, social and 
environmental challenges of globalisation.  e OECD is also at the forefront of e#orts to understand and to help governments 
respond to new developments and concerns, such as corporate governance, the information economy and the challenges of an 
ageing population.  e Organisation provides a setting where governments can compare policy experiences, seek answers to 
common problems, identify good practice and work to co-ordinate domestic and international policies.

 e OECD member countries are: Australia, Austria, Belgium, Canada, Chile, the Czech Republic, Denmark, Finland, 
France, Germany, Greece, Hungary, Iceland, Ireland, Italy, Japan, Korea, Luxembourg, Mexico, the Netherlands, New Zealand, 
Norway, Poland, Portugal, the Slovak Republic, Spain, Sweden, Switzerland, Turkey, the United Kingdom and the United 
States.  e European Commission takes part in the work of the OECD.

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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 e Development Centre of the Organisation for Economic Co-operation and Development was established by decision of the OECD Council on 
23 October 1962 and comprises 24 member countries of the OECD: Austria, Belgium, Chile, the Czech Republic, Finland, France, Germany, Greece, 
Iceland, Ireland, Italy, Korea, Luxembourg, Mexico, the Netherlands, Norway, Poland, Portugal, Slovak Republic, Spain, Sweden, Switzerland, 
Turkey and the United Kingdom. In addition, the following non-OECD countries are members of the Development Centre: Brazil (since March 
1994); India (February 2001); Romania (October 2004);  ailand (March 2005); South Africa (May 2006); Egypt, Israel and Viet Nam (March 
2008); Colombia (July 2008); Indonesia (February 2009); Costa Rica, Mauritius, Morocco and Peru (March 2009) and the Dominican Republic 
(November 2009).  e Commission of the European Communities also takes part in the Centre’s Governing Board.

 e Development Centre, whose membership is open to both OECD and non-OECD countries, occupies a unique place within the OECD and 
in the international community. Members #nance the Centre and serve on its Governing Board, which sets the biennial work programme and oversees 
its implementation.

 e Centre links OECD members with developing and emerging economies and fosters debate and discussion to seek creative policy solutions to 
emerging global issues and development challenges. Participants in Centre events are invited in their personal capacity.

A small core of sta$ works with experts and institutions from the OECD and partner countries to ful#l the Centre’s work programme.  e results 
are discussed in informal expert and policy dialogue meetings, and are published in a range of high-quality products for the research and policy 
communities.  e Centre’s Study Series presents in-depth analyses of major development issues. Policy Briefs and Policy Insights summarise major 
conclusions for policy makers; Working Papers deal with the more technical aspects of the Centre’s work.

For an overview of the Centre’s activities, please see www.oecd.org/dev

 e opinions expressed and arguments employed in this publication are the sole responsibility of the authors and do not 
necessarily re$ect those of the OECD, its Development Centre or the governments of their member countries; the African 
Development Bank; the European Commission; the Economic Commission for Africa or the Secretariat of the African, 
Caribbean and Paci%c Group of States or its member states.
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THE AFRICAN DEVELOPMENT BANK GROUP

 e African Development Bank Group is a regional multilateral development %nance institution the members of which are 
all of the 53 countries in Africa and 24 countries from Asia, Europe, North and South America.

 e purpose of the Bank is to further the economic development and social progress of African countries, individually and 
collectively. To this end, the Bank promotes the investment of public and private capital for development, primarily by providing 
loans and grants for projects and programmes that contribute to poverty reduction and broad-based sustainable development 
in Africa.

 e non-concessional operations of the Bank are %nanced from its ordinary capital resources. In addition, the Bank’s soft 
window a6liates – the African Development Fund and the Nigeria Trust Fund – provide concessional %nancing to low-income 
countries that are not able to sustain loans on market terms. 

By the end of 2009, the African Development Bank Group cumulatively approved 3 414 loans and grants for commitments 
of close to UA 52.26 billion (approximately USD 81.93 billion).  e commitments were made to 53 regional member countries 
and institutions to support development projects and programmes in agriculture, transport, public utilities, industry, education 
and health services. Since the mid-1980s, a signi%cant share of commitments has also gone to promoting economic reform 
and adjustment programmes that help to accelerate socio-economic development. About 69.3% of the total Bank Group 
commitments were %nanced on non-concessional terms, while the balance bene%ted from concessional %nancing.

ECONOMIC COMMISSION FOR AFRICA

 e Economic Commission for Africa (ECA) was established by the Economic and Social Council (ECOSOC) of the 
United Nations (UN) in 1958 as one of the UN’s %ve regional commissions. ECA’s mandate is to promote the economic and 
social development of its member states, foster intra-regional integration, and promote international co-operation for Africa’s 
development.

ECA’s dual role as a regional arm of the UN, and a part of the regional institutional landscape in Africa, positions it well to 
make unique contributions to member states’ e#orts to address their development challenges.

Its strength derives from its role as the only UN agency mandated to operate at the regional and subregional levels to harness 
resources and bring them to bear on Africa’s priorities. ECA’s work programme now focuses on achieving results in two related 
and mutually supportive areas:

Promoting Regional Integration in support of the African Union vision and priorities. ECA’s support to the implementation 
of AUC’s regional integration agenda focuses on undertaking research and policy analysis on regional integration issues, 
strengthening capacity and providing technical assistance to institutions driving the regional integration agenda, including 
strengthening and supporting the Regional Economic Communities (RECs), and working on a range of trans-boundary 
initiatives and activities in sectors vital to the regional integration agenda.

Meeting Africa’s special needs and emerging global challenges. ECA recognises the importance of focusing attention on Africa’s 
special needs, particularly within the context of achieving the Millennium Development Goals (MDGs). In this regard, ECA 
places emphasis on supporting e#orts to eradicate poverty, placing African countries on the path of growth and sustainable 
development, reversing the marginalisation of Africa in the globalisation process, and accelerating the empowerment of women. 
It aims to provide signi%cant technical support to the African Peer Review Mechanism (APRM) and also to promote peer 
learning and knowledge sharing in a  range of development areas.
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FOREWORD 

 e ninth edition of the African Economic Outlook portrays a continent that is slowly emerging from the lingering e#ects of 
the world’s deepest and most widespread economic crisis in half a century. Almost all African countries are expected to register 
higher growth in 2010 than in 2009.

Indeed, if the world economy and world trade continue to recover, and commodity prices remain close to current levels, the 
continent’s outlook in 2010 and 2011 is promising, with average growth accelerating to 4.5% in 2010 and above 5% in 2011. 
However, whereas the commodity story and recovery in the world economy are important, it is now clear that domestic factors 
and, in particular, prudent macroeconomic management as well as governance reforms continue to be crucial for the continent’s 
resilience and eventual return to pre-crisis growth rates.  at case is made stronger by the fact that even with the 2009 slump in 
prices for minerals and hydrocarbons and the collapse of world trade, the continent has weathered the storm quite well. Even 
more signi%cant, reversals of earlier economic reforms were avoided. Instead, most African governments have maintained %scal 
prudence. In some cases, domestic countercyclical policies have helped to cushion the impact of the crisis in the short term.

Another signi%cant factor in the generally optimistic economic outlook for the continent in the near term is the increasingly 
important role that emerging partners are playing in the continent, in terms of trade and development %nance.  is trend is 
expected to continue and could even be reinforced if structural bottlenecks are addressed and the business environment further 
improved. Foreign investment is also set to play a critical role in boosting the continent’s recovery.

 e analysis in this volume shows that both the growth rate and the impact of the global economic downturn have been 
uneven. Eastern Africa, which had best weathered the global crisis, is likely to achieve again the highest average growth in 2010-
11, exceeding 6%. Real output is expected to grow at around 5% in North Africa and West Africa, and at 4% in Central Africa 
during the forecasting period.  e Southern African region, which has been most hit in 2009, will recover more slowly than the 
other regions, with average growth of almost 4% during 2010-11.

However, over the long term, greater reliance on domestic resources is critical for Africa to build more resilient economies, 
implement its own development agenda and e#ectively %ght poverty. For African governments, this requires an expansion 
of their %scal space, and therefore more e#ective and fairer tax collection policies. Donor support will continue to play an 
important role for many countries in Africa, but raising more domestic resources will provide additional policy space. We thus 
strongly believe that the special focus of this edition of the Outlook – public resource mobilisation – is very timely. 

 e Outlook provides an analysis of African economies and evidence-based policy advice on key development challenges for 
policy makers, academics, civil society, as well as the general public within and outside the African continent. It continues to 
bene%t from the %nancial support of the European Commission and the Committee of Ambassadors of the African, Caribbean 
and Paci%c Group of States, for which we are deeply grateful.

Once again, we would like to rea6rm our commitment to sound and objective analysis, peer learning, and good governance, 
all goals to which the Outlook makes an essential and invaluable contribution.

Donald Kaberuka

President, 
African Development 
Bank Group, Tunis

Angel Gurría

Secretary-General, 
Organisation for Economic  

Co-operation and Development, Paris

Abdoulie Janneh

Executive Secretary, 
United Nations Economic Commission 

for Africa, Addis Ababa
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Executive Summary

Africa’s economies face a major challenge overcoming the economic contraction, which resulted from the global recession, 
while at the same time striving to achieve the UN Millennium Development Goals. While Africa is on the path to recovery, 
helped by strengthened global trade and the rebound of commodity prices, there is a risk that growth will not be enough to 
signi%cantly reduce unemployment and poverty. Africa must, therefore, overcome the numerous obstacles, which had, even 
before the crisis, reduced its growth potential and increased inequality. Part I of this year’s African Economic Outlook analyses 
Africa’s macroeconomic and structural developments. It examines how the African continent, its regions and countries, have 
weathered the global crisis and forecasts economic developments in 2010 and 2011. It describes changes in external %nancial 
$ows and discusses trade policies and measures to foster regional integration and also reports on progress towards the Millennium 
Development Goals and discusses political and economic governance developments.

Part II explores how public resources can be better mobilised for development through more e#ective, more e6cient and 
fairer taxation.  is issue is particularly important given the uncertainties about future export revenues and unstable and 
unpredictable in$ows of Foreign Direct Investment and O6cial Development Aid. 

Part One: Overview

Chapter 1 - Macroeconomic Situation and Prospects

 e world economic crisis brought a period of relatively high economic growth in Africa to a sudden end. Average economic 
growth was slashed from an average of about 6% in 2006-08 to 2.5% in 2009 with per capita Gross Domestic Product (GDP) 
growth coming to a near standstill.  e global crisis of 2009 had its strongest e#ect on Southern Africa, where growth was 
slashed (from the average over the preceding three years) by almost 8 percentage points to negative growth of around 1%. East 
Africa and North Africa proved to be the most resilient regions. While in most African countries GDP continued to grow in 
2009, albeit at a lower rate, in 10 of the 50 African countries covered in this report, output declined. In half of the countries, 
per capita GDP stagnated or fell. 

 e economic slowdown was most pronounced in mining, manufacturing and tourism.  ese sectors were particularly 
exposed to the fall of commodity prices and global trade in goods and services. Other sectors, notably agriculture and services, 
were more resilient and mitigated the downturn. In fact, in most African countries the agricultural sector bene%ted from good 
harvests due to favourable weather, although in some countries bad harvests exacerbated the e#ect of the global crisis. 

In Africa, the global crisis was mainly felt through the collapse of commodity prices and the fall of export volumes. In 2009, 
Africa’s export volumes declined by 2.5% and import volumes by about 8%. Due to the fall in commodity prices, Africa’s terms 
of trade deteriorated. Export values declined sharply, and more than import values, leading to a deterioration of trade and 
current account balances.

 e global crisis also hit through the decline of worker remittances and of foreign direct investment. 

On the positive side, donor countries have generally maintained their aid $ows to Africa, despite substantial %scal pressures 
at home. Furthermore, debt relief under the Heavily Indebted Poor Countries initiative by the International Monetary Fund 
(IMF) and the World Bank has reduced debt service costs.  is together with additional loans by the IMF, the World Bank and 
the African Development Bank has helped African countries to better cope with the crisis. 

Another positive factor was that due to past %scal prudence and to disin$ation, many African countries could pursue 
expansionary %scal and monetary policies, which mitigated the downturn. Major public spending programmes were mostly 
continued and key policy interest rates were reduced. However, in a few countries, where economic fundamentals were less 
favourable, governments were forced to pursue tight macro policies to counter deteriorating current balances, falling exchange 
rates and losses of international reserves.  

A gradual recovery of African economies is expected with average growth reaching 4.5% in 2010 and 5.2% in 2011. All 
African regions will achieve higher growth although the recession will leave its mark. Southern Africa, which was hardest hit in 
2009, will recover more slowly than other regions. East Africa, which best weathered the global crisis, is likely to again achieve 
the highest average growth in 2010-11. 
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 is forecast for Africa rests on the assumption that the world economy and world trade continues to recover, and that 
prices of oil and other commodities will remain close to current levels. However, there are positive and negative risks for this 
forecast. On the upside, the global recovery may be stronger than expected. Indeed, several international indicators improved 
signi%cantly towards the end of 2009, and con%dence continued to increase in many countries in early 2010. Stronger global 
growth would boost Africa’s growth. On the downside, the global recovery could be weaker than assumed. Uncertainties persist 
in particular about remaining problems in advanced countries’ banking sectors and to what degree this will constrain investment 
%nancing and the global recovery.  ere is also a risk over how worldwide %scal and monetary policies manage the exit from 
highly expansionary policies into a more neutral stance during the recovery. Exiting too early could lead to a double-dip 
recession. Exiting too late could undermine credibility and nurture in$ation.

Besides these external factors, risks also exist inside Africa. In some countries, social discontent and political tensions could 
rise or emerge, cutting growth. African policy makers need to be aware of these international and domestic risks.  e weakening 
of economies and the prospect of a relatively moderate recovery has made it even more pressing to address the structural 
problems which existed even before the global crisis, and which reduced growth potential and led to inequalities and high 
poverty levels in many countries.

Chapter 2 - External Financial Flows to Africa 

Foreign direct investment (FDI) can be a major source of growth. It increases activity not only of FDI-bene%ciary %rms but 
the e#ect can also be spread to other %rms and sectors through technological spillover and increased competition, thus raising 
productivity for the whole economy. Many African governments have implemented investment-friendly frameworks to attract 
more foreign investment. Nonetheless, most foreign investment in Africa goes to extractive industries in a relatively limited 
group of countries.  us, the broader development impact of FDI-backed projects is often limited. Attracting investment into 
diversi%ed and higher value-added sectors remains a challenge for Africa. However, constraints on investment such as weak 
infrastructure and fragmented markets also adversely a#ect FDI $ows to Africa. 

Despite these constraints, prior to the %nancial crisis, FDI to Africa had been rising strongly, driven by a surge in prices for 
raw materials, particularly oil, which triggered a boom in commodity-related investment.  e global crisis led to a considerable 
slowdown and preliminary estimates for 2009 indicate foreign investment fell by more than one third. As FDI is a major source 
of investment for Africa, this drop had a signi%cant adverse e#ect on the continent’s overall investment activity.

FDI levels still vary widely by region, sector and country. Prior to the global crisis, North Africa attracted large and diversi%ed 
in$ows due to privatisation programmes and investment-friendly policies. By contrast nearly 80% of total foreign investment in 
West Africa came through the oil industry, mostly re$ecting expansion projects. South Africa, the continent’s most diversi%ed 
economy, registered strong FDI growth prior to the crisis, but estimates for 2009 indicate a drop by a quarter. 

Besides FDI from industrial countries, in$ows from emerging countries are becoming more important, in particular from 
China. Measuring these $ows is, however, di6cult as some of the %nance comes through tax havens. African countries are 
developing Special Economic Zones (SEZs) to attract FDI. Foreign investors, notably China, are promoting the creation of such 
zones, which provide employment and spillovers to domestic economies and allow %rms to bene%t from better infrastructure 
and easier regulations. By investing in Africa, emerging countries also bene%t from the preferential trade agreements of African 
countries with Europe and the United States.

O"cial Development Aid (ODA) to Africa appears to have been broadly sustained during the global crisis. In the years prior 
to the crisis, ODA had declined from its peak in 2005 but this peak was exceptional as it included large debt relief operations. 
Prospects for meeting the Group of Eight (G8) target of increasing aid to poor countries by USD 50 billion from 2004 to 2010 
will depend on sharply accelerating growth in core development aid. 

Donors outside the OECD’s Development Assistance Committee (DAC) are becoming more important for Africa. China 
receives much attention in terms of aid as well as trade. China gives aid to almost every country in sub-Saharan Africa. Some 
argue that Chinese aid is only motivated by access to Africa’s natural resources. However, there is little evidence that China gives 
more aid to countries with more natural resources, or speci%cally targets countries with a poor governance record. In addition, 
China is not alone in its interest in Africa’s natural resources, and natural resources are not the primary motivating factor for 
Chinese aid. Like all donors, China is motivated by a mix of political, commercial, and social/ideological factors. But the scarcity 
of data on the growing Chinese presence in Africa in terms of aid, debt relief and direct investment $ows represents a serious 
impediment to evaluating the real impact of China’s engagement in Africa. 
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Many donor countries are reforming their development systems to make aid more e#ective, in particular by orienting ODA 
towards maximizing poverty reduction and achieving the other Millennium Development Goals. To ensure transparency and 
accountability, there must be high-quality evaluation based on solid evidence for measuring the impact on development goals. 
 e DAC has developed quality standards for evaluation and donors are increasingly working together to improve evaluation. 
Several African countries are also making progress in strengthening development strategies and institutional frameworks.  e 
Accra High Level Forum 2008 is supporting these e#orts by setting priorities to increase aid e#ectiveness, for example by 
increasing development actors’ delivery capacity, involving civil society in the delivery process, improving the transparency and 
accountability on the part of both donors and governments, and adapting the evaluation and monitoring criteria. 

Chapter 3 - Trade Policies and Regional Integration in Africa 

In the years before the global crisis, international trade increased rapidly and African countries bene%ted from this. 
Nonetheless, Africa’s share of world trade remained low with exports from the continent amounting to only about 3% of the 
global total.  is poor performance partly stems from trade protection against African products, but also from constraints that 
inhibit trade within Africa.

A rapid conclusion of the Doha Round of trade talks and outstanding issues in Economic Partnership Agreements with 
the European Union are crucial to Africa’s medium-term trade prospects. No breakthrough on the World Trade Organisation 
(WTO) Doha talks was made in 2009, however, and the stalemate since the Cancun ministerial meeting of 2003 has been 
attributed to a lack of consensus among WTO countries on market access. Furthermore, a rising number of protectionist 
measures were adopted by advanced countries in 2009 to curb the e#ect of the %nancial crisis. Often stimulus packages were 
geared to favour domestic sectors, such as through export support or preferences for buying, lending, hiring or investing in local 
goods and services. Such measures clearly discriminate against developing countries, including those in Africa. 

Some recent policy developments could a#ect Africa’s trade.  e General Agreement on Trade in Bananas, also known as 
the “Banana Deal” could, if approved, have important implications for African exporters, which currently enjoy quota- and 
duty-free access to European markets. African banana exporters could lose market share to more competitive Latin American 
producers. On the other hand, an agreement has been reached between the “Cotton Four” coalition (Benin, Chad, Mali and 
Burkina Faso) and the EU and United States, which could lead to lower subsidies for cotton producers in industrial countries, 
which harm African producers.

 A critical reason for Africa’s relatively poor trade performance is the weak diversi%cation of African trade in terms of 
structure and destination. Most African economies depend on few primary agricultural and mining commodities for their 
exports and mainly import manufactured goods from advanced countries. As traditional markets in advanced countries are 
expected to grow less than those in emerging Asian and Middle East countries as well as markets in Africa, trade relations with 
these more dynamic markets must be enhanced. 

Despite some progress, intra-African trade is still low, representing on average only about 10% of total African exports. 
Many factors contribute to the low trade performance, including the economic structure of African countries, which constrains 
the supply of diversi%ed products, poor institutional policies, poor infrastructure, weak %nancial and capital markets, political 
instability, insecurity in several regions and intra-African trade barriers. For instance, less than a third of the African road network 
is paved and its railway network is very poor.  ese factors contribute to high transport costs compared to the rest of world. 
 e numerous roadblocks and checkpoints on African highways further raise transport costs and contribute to delivery delays. 
 ey also limit the free movement of commodities, persons, inputs and investments. African customs administrations are often 
ine6cient, reinforcing trade barriers within and outside the continent. Customs regulations require excessive documentation, 
which must be done manually as information and communication technologies are absent in most customs o6ces. Customs 
procedures are outdated and lack transparency, predictability and consistency.  e resulting delays all increase transaction costs

Various initiatives aim to improve intra-African trade, such as the Minimum Integration Programme launched by the African 
Union Commission.  e African Development Bank (AfDB) is supporting the institutional setup to improve macroeconomic 
and %nancial convergence on the continent. It has also focused on the preparation of a continental Programme on Infrastructure 
Development in Africa, as well as on the development of an Economic Partnership Agreement template to be used as a guide 
in the negotiations for the agreements

 e African Economic Community (AEC) is planned as a gradual process with six stages to create a common market in 
Africa. Currently, the AEC is at the third stage of the process, which requires the establishment of a Free Trade Area (FTA) and 
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customs union in each of the regional blocs by 2017. However, the progress of the di#erent FTAs and customs unions varies 
considerably in the eight regional economic communities that the African Union recognises. 

African countries, with the assistance of the regional communities and development partners, are working to strengthen 
infrastructure development.  ey are developing an integrated network of roads, railways, maritime transport, inland waterways 
and civil aviation. In addition, the regional communities are developing and implementing harmonised laws, standards, 
regulations and procedures to ensure the smooth $ow of goods and services and to reduce transport costs. 

A lack of adequate %nancing is holding up infrastructure development. Financial support programmes that target Africa’s 
infrastructure development must be scaled up.  e World Bank, European Union, African Development Bank and other 
multilateral agencies need to increase funding for infrastructure development as African governments lack the %nancial capacity. 
It is also necessary to increase support for the Infrastructure Consortium for Africa (ICA) and the NEPAD Infrastructure 
Project Preparation Facility (NEPAD-IPPF).

Chapter 4 - Progress towards the Millennium Development Goals

With %ve years left to the target date to reach the UN Millennium Development Goals (MDGs), progress on most of them 
has been sluggish and it is unlikely that they will be attained. African governments must choose between aiming to achieve all 
the goals by 2015 or reaching a few of the goals that they consider most critical for long-term development.

Goal 1 - Eradicating Extreme Poverty and Hunger.   is target su#ered a serious setback last year. Africa’s rapid growth 
from 2000 to 2008 came to an abrupt halt in the worldwide %nancial crisis. Although %gures are not yet available, it is likely 
that the trend of poverty reduction has been reversed in many African countries, knocking them seriously o# track to achieving 
the goal.  e African Development Bank estimates that the continent would need about USD 50 billion per year of additional 
%nancing to reach the GDP growth rates needed to achieve the stated goal of halving poverty by 2015. While extreme hunger 
has been eradicated in many regions, such as North Africa, it persists in several countries, notably in Niger, Burkina Faso, 
Madagascar, Eritrea and Chad.  e earlier food crisis and the recent economic crisis have made it more di6cult to eradicate 
hunger.

Goal 2 - Achieving Universal Primary School Completion. Despite absolute improvements in primary school enrolment 
and completion rates, the continent is likely to miss the goal, although it could come close. While the completion rate is not an 
o6cial MDG indicator, it has nonetheless been used as a measure of the quality of the education system. Countries reporting 
the most progress in primary enrolment and completion rates are those with signi%cant private primary education sectors. In 
general, the continent has shown great improvement in primary-level completion compared to its 1991 level.

Goal 3 - Promoting Gender Equality and Empowering Women. Countries have made uneven progress in this area.  
While there has been much progress in achieving gender parity at primary school level, this goal also calls for gender parity in 
secondary and tertiary education, gender equality in employment, and increased political representation for women. Africa’s 
progress has been slower and more uneven in these areas. In 2009, the overall trend for an increased number of women in 
African national parliaments remained strongly visible, as it was in 2008. Countries such as Rwanda, Angola and Mozambique 
lead the continent on this indicator. 

Goal 4 - Reducing Mortality of Children Under Five.   is is unlikely to be met by the target date. In particular, poverty 
and malnutrition, HIV/AIDS, low immunisation coverage, high neo-natal deaths, and malaria still factor into the stagnation 
and reversal of previous gains made in reducing children mortality rates in some countries.

Goal 5 - Improving Maternal Health.  Again progress is uneven.  e well-being of mothers and that of their children is 
inextricably linked. When mothers are poor, uneducated and unable to access health care, the risks to them and their children 
multiply. Despite some improvement, the risk of dying from maternal causes remains high in many African countries. 

Goal 6 - Combating HIV/AIDS, Malaria and Other Diseases.    e picture is still gloomy in Africa. In 2008 sub-Saharan 
Africa accounted for about two thirds of new HIV infections among adults worldwide and about 90% of new HIV infections 
among children.  e region also accounted for almost three quarters of the world’s AIDS-related deaths in 2008. Over time, 
there have been encouraging gains, but progress must be accelerated if the millennium targets are to be met. By 2008, the 
prevalence rate in sub-Saharan Africa, where most HIV patients live, had dropped to around 5%, con%rming the declining 
trend since 2005. Some improvements were made in the worst-hit countries, such as in Botswana, Lesotho, Uganda and 
Burundi. West and Central Africa are still much less a#ected than Southern Africa. 
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Goal 7 - Ensuring Environmental Sustainability. African countries face a signi%cant challenge achieving their set goals by 
2015 while also sustaining development and preserving the environment in the longer term. Africa is the lowest emitter of carbon 
dioxide and these emissions decreased between 1990 and 2006, except for Seychelles and Algeria. Libya and Equatorial Guinea 
lead the continent in terms of emissions because of gas $aring in oil %elds. Climate change also exacerbates water stress for many 
countries, which further complicates access to safe drinking water. As water use for irrigation and other agricultural purposes 
continues to increase, countries will need to introduce more e6cient water management systems. Despite some improvements, 
the urban-rural divide in access to improved water sources continues to be a major policy challenge. 

Chapter 5 - Political and Economic Governance

In 2008, the sharp increase in the price of food and other basic consumption goods triggered social tensions and strong 
reactions from several governments.  is raised fears that the economic weakening would further undermine social stability and 
political governance. Stability was broadly maintained however in 2009. Lower food and energy prices relieved the burden on 
households, including the vocal urban middle class that had instigated protests in 2008. Several governments put measures in 
place to sustain internal demand, thus limiting social tensions. Nonetheless, rising unemployment exacerbated social discontent 
in several countries. Concerns remain for the future, as %scal stimulus measures have to be phased out to restore %scal sustainability 
while at the same time unemployment may remain high or increase. Overall in 2009, tensions and hardening indicators 
decreased. Several countries successfully undertook fair democratic elections, and government accountability increased. While 
setbacks are still common, improvements in checks and balance mechanisms bode well for future institutional consolidation 
in Africa. High-intensity con$icts and rebellions generally calmed down, with some important exceptions. When confronted 
with tensions, many governments struck a better balance between hardening their military stance and launching/strengthening 
dialogue with rebellion movements. By and large, governments reacted more strongly and more responsively than in the past, 
which may contribute to reducing long-term tensions.  e notable cases of co-operation among governments in the Great Lakes 

region provided signi%cant steps towards reinforcing regional stability. 

To further strengthen political governance, however, and step up social progress, civil society must continue to develop and 
increase its capacity to become more involved in the political process. On the government side, institutional capacity needs to be 
strengthened and reforms pushed forward, in particular in the judiciary and security realms. Credible and independent courts 
are still rare in Africa but are key to guaranteeing the rule of law and protecting citizens from abuse, including abuse of political 
power. Africa still su#ers from human and %nancial de%cits in its governance institutions and this creates a disconnection 
between legal and formal provisions/stipulations and implementation and execution. Improved access, quality and a#ordability 
of basic public services are necessary to increase institutional e#ectiveness and accountability. 

Despite the e#orts recorded in some countries and rising domestic and international attention, corruption remains a serious 
problem in Africa. According to Transparency International’s Corruption Perception Index, in about 70% of African countries 
covered, corruption is perceived as rampant (with scores of less than 3 out of 10). In more than a quarter of the countries 
corruption is considered a serious challenge. As in 2008, only Botswana, Mauritius and Cape Verde scored above 5. 

With respect to economic governance, Africa registered a marked new improvement in its regulatory environment in 2009. 
Several countries have introduced new laws or reformed existing laws, making it easier to do business. According to the World 
Bank report Doing Business 2010, 67 regulatory reforms were registered in 29 of the 49 sub-Saharan African countries.  e 
report further noted that for the %rst time an African country – Rwanda – has ranked as the world’s top reformer. Mauritius 
also continued to perform well with a ranking of 17 out of the 183 countries for the overall ease of doing business. Several other 
countries also made progress in implementing business-friendly reforms with the most signi%cant changes taking place in the 
use of information technology to making processes simpler and more e6cient.

Part Two: Public Resource Mobilisation and Aid in Africa

 e global economic crisis has given a new impetus to dialogue on domestic resource mobilisation in Africa. Lower export 
revenues, uncertain future foreign investment and aid in$ows amidst generally high levels of indebtedness have raised the 
importance of increasing domestic resources.  is part explores how public resources can be better mobilised for development 
through more e#ective, more e6cient and fairer taxation systems.
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Africa faces three types of challenges with respect to mobilising additional public resources. First, there are structural 
bottlenecks: high levels of informality, a lack of %scal legitimacy and administrative capacity constraints, under-pinned by 
insu6cient support from donors. Second, existing tax bases are often eroded by excessive granting of tax preferences, ine6cient 
taxation of extractive activities and an inability to %ght abuses of transfer pricing by multinational enterprises.  ird, the tax 
mix of many African countries is unbalanced with countries relying excessively on a narrow set of taxes. In particular, the lack of 
urban cadastres and population censuses makes collecting urban property taxes particularly challenging for local administrations 
on top of the di6culty of collecting taxes from higher income groups. Additionally, trade tax revenues are bound to su#er from 
trade liberalisation agreements.

 e solution is not to simply raise existing taxes.  is could undermine economic recovery without necessarily improving the 
quality of tax systems. Strategies towards more e#ective, e6cient, and fair taxation in Africa typically lie with deepening the tax 
base in administratively feasible ways. Policy options include removing tax preferences, dealing with abuses of transfer pricing 
techniques by multinationals and taxing extractive industries more fairly and more transparently.  e international community 
has a key role to play in enhancing administrative capacity, while African partners should provide peer-learning opportunities.

 In the longer term, the capacity constraints of African tax administrations must be ended to open up policy options and 
enable generating tax revenues through a more balanced tax mix. Indeed, taxing new potential payers is crucial. A wide tax base 
is more stable because it relies on a diversi%ed set of tax revenues. It is also more e6cient as it keeps a moderate burden on each 
type of taxpayer and each type of economic activity. Additionally, it engages a wide range of stakeholders in the political process 
thus strengthening democracy.  e report identi%es in particular urban property taxation as an instrument that can be more 
easily implemented with the aid of development partners.  is type of taxation is progressive and can be scaled up with Africa’s 
rapid pace of urbanisation and the corresponding need for %nancing urban infrastructure.

Considering the administrative bottlenecks, options to pursue redistributive tax policies are usually few in the short  run 
and take di#erent forms than in industrialised countries. To pursue a genuinely redistributive tax strategy, instead of a highly 
progressive income tax, countries would do better to consider taxes on luxury goods or ones that target higher income categories 
such as road tolls and car registration fees as these are important consumption items for richer Africans. 

Excise taxes could also be used more intensively. Higher income groups, which are targeted by this kind of taxation, will 
probably try to oppose such reform. But if public service quality were improved it would be easier for governments to convince 
citizens that they have a stake in a better-funded state. Given the limited scope for redistributive taxation, more needs to be done 
to tackle inequality and poverty on the expenditure side. 

Taxation quality matters as much as the quantity of money raised. States need tax revenue to function and taxes are the primary 
platform for political negotiations among a country’s stakeholders in the form of a social contract.  ere is no representation 
without taxation. Furthermore, increasing %scal revenue in a sustainable way increases ownership of government policies, paving 
the way for Africa to move away from aid in the long run. Ideally, taxes should be levied at low and relatively $at rates on bases 
broadened through the elimination of exemptions and other loopholes. Lower, simpler taxes are easier to collect and administer, 
and a more e#ective policy to stimulate private sector development.

 e average African tax revenue as a share of GDP has been increasing since the early 1990s, mostly because of taxes on the 
extraction of natural resources. Obtaining natural resource rents distracts governments away from more politically demanding 
forms of taxation. Indeed, income taxes (mainly personal and non-resource corporate) have stagnated over this period. At the 
same time, trade liberalisation in Africa has led to a reduction of revenue from trade taxes. Indirect taxes, corporate taxes and 
resource-related tax revenues have increased since the late 1990s. 

 ere are very large di#erences in the tax raising performance of individual countries. Annual taxes per capita range from 
as low as USD 11 to USD 3 600. In fact, tax e#ort estimates con%rm that some countries collect as little as half of what they 
would be expected, given their living standards and economic structures, while others collect two to three times what would be 
expected. When resource-related tax revenues are excluded from this analysis, some resource-rich African countries switch from 
a high tax e#ort to a low tax e#ort, which implies that these countries have made little e#ort to broaden their tax base. 

Many African countries are still heavily dependent on aid. In the past, donors have devoted little attention to public resource 
mobilisation. But if a larger share of aid were targeted at this goal, countries would become less dependent on aid in the long 
run, to the bene%t of recipients and donors. 
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Methodology

#e aggregate "gure for Africa, when reported, does not 

include countries whose data are unavailable. 

When used, the oil-exporting countries group refers to 
Algeria, Angola, Cameroon, Chad, Congo Dem. Rep., Congo 
Rep., Côte d’Ivoire, Egypt, Equatorial Guinea, Gabon, Libya, 

Nigeria and Sudan.

Tables 1 to 6.

Where indicated, the "gures are reported on a "scal-year 
basis. Figures for Egypt, Ethiopia, Kenya, Lesotho, Liberia, 
Malawi, Mauritius, Tanzania and Uganda are from July to 
June in the reference year. For South Africa, Namibia and 
Botswana, "scal year 2009 is from April 2008 to March 2009.

Table 4. Public Finances 2008-11 - Tax Effort

Tax e%ort is an index measure of how well a country is 
doing in terms of tax collection, relative to what it could be 
reasonably expected given its economic potential. It is a ratio 
that, by construction, is always positive and either below or 
above 1. Tax e%ort is calculated by dividing collected taxes 
by an estimate of how much tax the country should be able 
to collect given the structural characteristics of its economy. 
Studies identify the general level of economic development of 
a country, its openness to trade and the relative importance of 
agriculture in domestic production as the key characteristics 
bearing on a developing country’s ability to collect taxes. 
Empirically, these characteristics are captured respectively by 
per capita income, the ratio of trade to GDP, and the share of 
agriculture to GDP.

Table 7. Exports, 2008

#e table is based on exports disaggregated at 6 digit level 
(following the Harmonised System, rev.1).

Table 8. Diversification and Competitiveness

#e diversi"cation indicator measures the extent to 
which exports are diversi"ed. It is constructed as the 
inverse of a Her"ndahl index, using disaggregated exports 
at 4 digits (following the Harmonised System, rev.1). A 
higher index indicates more export diversi"cation. #e 
competitiveness indicator has two aspects: the sectoral e%ect 
and the global competitivity e%ect. In order to compute 
both competitiveness indicators, we decompose the growth 
of exports into three components: the growth rate of total 
international trade over the reference period (2003-07)  

(not reported); the contribution to a country’s export growth of 
the dynamics of the sectoral markets where the country sells its 
products, assuming that its sectoral market shares are constant 
(a weighted average of the di%erences between the sectoral 
export growth rates – measured at the world level – and total 
international trade growth, the weights being the shares of the 
corresponding products in the country’s total exports); the 
competitiveness e%ect, or the balance (export growth minus 
world growth and sector e%ect), measuring the contribution of 
changes in sectoral market shares to a country’s export growth.

Table 10. Foreign Direct Investment, 2003-08

#e UNCTAD Inward Potential Index is based on 12 
economic and structural variables measured by their respective 
scores on a range of 0-1 (raw data are available on: www.unctad.
org/wir). It is the unweighted average of scores of: GDP per 
capita, the rate of growth of GDP, the share of exports in GDP, 
telecom infrastructure (the average number of telephone lines 
per 1 000 inhabitants, and number of mobile phones per 1 
000 inhabitants), commercial energy use per capita, share of 
R&D expenditures in gross national income, share of tertiary 
students in the population, country risk, exports of natural 
resources as a percentage of the world total, imports of parts 
and components of electronics and automobiles as a percentage 
of the world total, and inward FDI stock as a percentage of 
the world total (Source: UNCTAD, World Investment Report 
2009).

Table 11. Aid Flows, 2003-08

#e DAC countries are: Australia, Austria, Belgium, 
Canada, Denmark, Finland, France, Germany, Greece, 
Ireland, Italy, Japan, Korea, Luxembourg, Netherlands, New 
Zealand, Norway, Portugal, Spain, Sweden, Switzerland, 
United Kingdom, United States and the Commission of the 
European Communities. 

Table 13. Demographic Indicators

Infant mortality rate: under one-year-old child deaths per 
live birth per year.

Total fertility rate: average number of children per woman.

Mortality under age 5: probability that a newborn infant 
would die before the age of 5.

Table 14. Poverty and Income Distribution Indicators

National poverty line: absolute poverty line corresponding 
to the value of consumption necessary to satisfy minimum 
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subsistence needs. International poverty line: absolute poverty 
line corresponding to a level of income or consumption of 
USD1 or USD2 a day.

Gini index: index measuring the intensity of inequality 
in income or consumption expenditure distribution. Perfect 
equality leads to a Gini index of zero and maximum inequality 
to a Gini index of 100. Share of consumption: share of total 
consumption for a decile of the population ranked by level of 
consumption.

Table 15. Access to Services

#e Sanitation coverage is the percentage of the population 
with access to improved sanitation technologies (connection 
to a public sewer, connection to septic system, pour-+ush 
latrine, simple pit latrine or ventilated improved pit latrine). 
#e water supply coverage is the percentage of the population 
with access to improved water supply (household connection, 
public standpipe, borehole, protected dug well and protected 
spring or rainwater collection).

Table 16. Basic Health Indicators

Life expectancy at birth is the average number of years 
a newborn infant would live under the hypothesis that, 
during its life, the conditions of mortality remain the same 
as observed at its birth. Life expectancy at birth with AIDS 
is the estimated average number of years a newborn infant 
would live under the hypothesis that, during its life, the 
conditions of mortality remain the same as observed at its 
birth in particular the characteristics of AIDS epidemic. Life 
expectancy at birth without AIDS is the estimated number 
of years a newborn infant would live under the hypothesis 
of absence of AIDS during its life. Undernourishment 
prevalence is the proportion of the population that is su%ering 
insu<cient food intake to meet dietary energy requirements 
continuously. Food availability is the available nutritious food 
for human consumption expressed in kilo-calories per person 
per day (note that the recommended daily caloric intake for 
an active healthy life is 2 100 calories). Public share of total 
health expenditure is calculated by de"ning public health 
expenditure as current and capital outlays of government, 
compulsory social security schemes, extra-budgetary funds 
dedicated to health services delivery or "nancing and grants 
and loans provided by international agencies, other national 
authorities and commercial banks. Private share of total health 
expenditure is calculated by de"ning private expenditure as 
private insurance schemes and prepaid medical care plans, 
services delivered or "nanced by enterprises, outlays by 
non-governmental organisations and non-pro"t institutions 
serving mainly households, out-of-pocket payments, and other 
privately funded schemes not elsewhere classi"ed, including 
investment outlays.

Table 17. Major Diseases

Healthy life expectancy at birth is the average equivalent 
number of years in full health a newborn infant would live 
under the hypothesis that, during its life, the conditions of 
mortality and ill-health remain the same as observed at its 
birth.

People living with HIV/AIDS is estimated whether or 
not they have developed symptoms of AIDS. HIV/AIDS 
adult prevalence is the estimate of the adult population (15-
49) living with HIV/AIDS. Malaria noti"ed cases are cases 
of malaria reported from the di%erent local case detection 
and reporting systems. #ese "gures should be considered 
with caution because of the diversity of sources and probable 
underestimation. #e Measles incidence is the number of new 
cases of measles reported during the reference year.

Table 19. School Enrolment

Gross enrolment ratio: population enrolled in a speci"c 
level of education, regardless of age, expressed as a percentage 
of the o<cial school-age pupils enrolled in that level. Net 
enrolment ratio: o<cial school-age population enrolled in a 
speci"c level of education expressed as a percentage of the total 
population enrolled in that level.

Table 20. Employment and Remittances

Participation rate: measure of the proportion of a country’s 
working-age population that engages actively in the labour 
market, either by working or looking for work. It provides an 
indication of the relative size of the supply of labour available 
to engage in the production of goods and services.

Total unemployment: proportion of the labour force that 
does not have a job and is actively looking for work.

Inactivity rate: percentage of the population that is neither 
working nor seeking work (that is, not in the labour force).

Table 21. Corruption Perception Index, 2003-09

#e Corruption Perception Index (CPI) is a 
composite indicator based on surveys of business 
people and assessments of country analysts.  
A background paper presenting the methodology and 
validity of the CPI is available on the Transparency 
International website: http://www.transparency.org/
policy_research/surveys_indices/cpi/2009/methodology.
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Table 22 to 24. Political Indicators

#e political indicators were built on information 
taken from the weekly newspaper Marchés Tropicaux et 
Méditerranéens according to a methodology "rst proposed by 
Dessus, Lafay and Morrisson1. Since 2008, the source used to 
calculate the indicators has changed, now being Agence France 
Presse. #is introduces a break in the series and comparison of 
2008 indicator with past values must be done with caution. 
#e qualitative information is either computed as 0-1 variables 
with 0 being the non-occurrence of the event and 1 its 
occurrence or as 4-value indicators (with 0: non-occurrence, 
1: occurrence but weak intensity, 2: medium intensity and 3: 
strong intensity). From these indicators, three main political 
indexes are constructed: an index of con+icts, a measure of 
the softening of the political regime and one of its hardening. 
#e annual aggregation method has been improved in 2008 
and 2009, and applied to all the series. #e average value 
across quarters is now taken and computed according to the 

following 

Where PIi  is the political indicator for country i, I is 
the average indicator across quarters, mini is the minimum 
quarterly value for country i, and max is the theoretical 

maximum quarterly value, constant across countries and years.

In the 2008/09 AEO report, the name of the political 
troubles indicator was changed to Civil Tensions indicator.

Table 22. Civil Tensions

0 = non-occurrence,
1 = 1 strike or number of strikers lower than 1  000 

(inclusive),
2 = 2 strikes or number of strikers between 1  000 and 

5 000 (inclusive),
3 = 3 strikes or number of strikers higher than 5 000.

Dead
0 = none,
1 = between 1 and 10 (non inclusive),
2 = between 10 and 100 (non inclusive),
3 = higher than 100.

Injured
0 = none,
1 = between 1 and 50 (non inclusive) or if the number of 

dead is between 1 and 10,
2 = between 50 and 500 (non inclusive) or if the number 

of dead is between 10 and 100,
3 = higher than 500 or if the number of dead exceeds 100.

0 = non-occurrence,
1 = 1  demonstration or number of strikers lower than 

5 000 (non inclusive),
2 = 2 demonstrations or number of strikers between 5 000 

and 10 000 (non inclusive),
3 = 3 demonstrations or number of strikers higher than 

10 000.

Table 23. Softening of the Political Regime

1 = Discussion with the opposition,
2 = Entry of the opposition to power,
3 = Opening of a regime to elections.

Table 24. Hardening of the Political Regime 

0 = non-occurrence,
1 = between 1 and 10 (non inclusive),
2 = between 10 and 100 (non inclusive),
3 = higher than 100.

230



Dead
0 = none,
1 = between 1 and 10 (non inclusive),
2 = between 10 and 100 (non inclusive),
3 = higher or equal to 100.

Injured
0 = none,
1 = between 1 and 50 (non inclusive),
2 = between 50 and 500 (non inclusive),
3 = higher or equal to 500.

A principal component analysis was undertaken in order 
to determine a relevant weight for each qualitative variable 
within the synthetic indexes.

Strike 0.286
Dead 0.950
Injured 0.958
Demonstration 0.543
Coups d’état and attempts 0.059

Lifting of state of emergency 0.282
Release of political prisoners 0.709
Measures in favour of human rights 0.373
Improvement of political governance 0.089
Relinquishment of political persecution 0.502
Political opening 0.373
Lifting of bans on strikes 0.323
Lifting of bans on public debates 0.522

State of emergency 0.631
Violence perpetuated by the police: Dead 0.261
Injured 0.423
Arrests 0.402
Additional resources for the police 0.603
Toughening of the political environment 0.253
Prosecutions, executions 0.583
Bans on strikes 0.383
Bans on demonstrations 0.292
Closing of schools 0.092
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