AFRICA"

Regional Bureau for Africa

JPOINT i

United Nations Development Programme

Africa must seek to turn the global economic crisis into a historic opportunity
Viewpoint by Eugene Owusu, Senior Advisor, Strategic Africa Partnerships, UNDP Brussels

At the onset of the current global economic crisis, it was doubtful
whether many African countries had full appreciation of the likely
contagion effects on their domestic economies, particularly their short-
term socio-economic and development prospects. The somewhat
nonchalant attitude of Africa towards the initial financial meltdown that
started in the United States was certainly not helped by the mainstream
predictions that the continent would not be severely affected because of
its weak integration into the international financial system and minimal
reliance on global capital markets to finance its domestic investments.

But as the true nature of the crisis and its transmission mechanisms
became evident, so did the full magnitude of its potential impact on the
continent. The severe macroeconomic and social implications of the
crisis, derived in part from reduced demand for exports, collapsed
commodity prices, lower capital inflows, and declining remittances
amongst others is now clear. And equally clear also is the serious
consequences for social and human investments, particularly for the
poor and vulnerable and the already bearish MDGs prospects. There are
high risks of human development reversals from a deeper and protracted
global economic downturn.

Show me the evidence. The evidence so far is quite sobering. After a
succession of strong growth outcomes over the past half decade, Africa’s
real GDP growth is projected in the Africa Economic Outlook to fall back
to 2.8 percent in 2009, which equates to some 50 percent of the 2008
pre-crisis forecast. The latest forecast by the IMF is even more pessimistic,
with the Fund predicting Africa’s growth in 2009 at a subdued 2.0
percent’. In an analysis of growth prospects for 53 African countries by
the ADB and the OECD, in 38 of them growth forecast for 2009 is
expected to be lower than the 2008 outturn, and in some cases, the
divergence is quite severe. From an impressive 16 percent real GDP
growth registered by Angola in 2008 (buoyed by higher oil prices), the
country’s economy is forecast to contract by some 7% in 2009. The story
is similar in DRC (5.7% in 2008 to a projected -0.6% in 2009), Equatorial
Guinea (9.9% in 2008 to a forecast 3.7% in 2009), and in Ethiopia where
real GDP growth is forecast to dip by more than fifty percent to 6.5
percent in 2009°.

Even as the full impact of the crisis hits, some 6,000 mining jobs are
estimated to have been lost in South Africa in February 2009 alone; in
Zambia, thousands of jobs have been lost in the copper-belt region since
the advent of the crisis and an estimated half a million jobs were lost in
the mining sector in DRC in the first trimester of 2009. Indeed as a
consequence of deleveraging in the private sector, tens of thousands of
jobs are going to be lost all over the continent. Emerging evidence of
delayed investments and, in some cases, the cancellation of planned
investments risks compounding the impact and consequences of the
crisis-induced macroeconomic destabilisation that threaten many African
countries.
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The crisis, its timing and associated impacts represent a major misfortune
for the African continent. The challenges and difficulties have come at a
time Africa was clearly turning the corner. After the so-called ‘lost
decade’ of the 1970s/1980s and the painful macroeconomic adjustment
of the 1990s, Africa registered significant development gains over the
past decade. And even though many countries are yet to be on track to
achieve the MDGs, good in-roads have been made on poverty reduction,
much stronger foundations built for better and progressive governance,
more rational approach to development planning and development
management now prevalent and overall accountability systems and
regimes much stronger. Crucially, after years of development regression,
the continent has regained its confidence, which is the one commodity
that is so central to sustained economic progress and advancement in
human development. But inauspiciously, as a consequence of this
exogenous crisis, much of these gains are severely at risk. If not
successfully addressed a protracted crisis could amongst others
disrupt/dislocate implementation of ongoing Poverty Reduction
Strategies, trigger possible reversals or stagnations in gains made
towards the MDGs, threaten the rather fragile democratic underpinnings
of the continent and its hard-won relative political stability.

Enhanced ODA can only be part of the story. At the core of the
concerted global policy response to mitigate the downside risks of the
economic crisis on African economies are pledges by various bilateral
and multilateral institutions to maintain ODA commitments, plus the
continents share of the pecuniary benefits expected to be derived from
the US$1.1 trillion package of measures to restore credit, growth and jobs
in the global economy announced at the recent meeting of G20
countries in London. The prospects of enhanced ODA and the
additionality in concessionary financing notwithstanding, the financing
gap which African countries face is huge, and it is clear that it would not
be enough to maintain growth at pre-crisis levels if the MDGs are to be
met. According to Africa Economic Outlook estimates, to maintain
growth at pre-crisis levels, the financing gap would require some US$50
billion in 2009, rising to US$56 billion in 2010. More pressing, AEO
estimates that the minimum requirement of 7.0 per cent in real annual
growth necessary to achieve the MDGs in Africa implies a financing gap
of US$117 billion in 2009 and a whopping US$130 billion in 2010. Even
then, it is not just about enhanced ODA volumes. It is also about
predictability, quality of aid, speed of aid delivery, defining optimal aid
architecture, sufficiently addressing national ownership issues, and
above all the pressing need to look beyond the pre-occupation of many
donors and policy actors with aid effectiveness, to place development
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