
 

I CONFERENZA MINISTERIALE 
ITALIA – AFRICA 

        

Roma, 18 maggio 2016 

ECONOMIC DEVELOPMENT AND 
SUSTAINABILITY IN AFRICA 

Riccardo Moro 

 

 

 

 

 

 

 
 

 
 

 



 

(Italian Institute for International Political Studies)  

is an independent think tank founded in 1934 and dedicated to being a resource for government officials, 
business executives, journalists and civil servants wishing to better understand international issues. The focus is 
both on world regions – in particular the Mediterranean Region and Africa – and global issues. 

ISPI is Italy’s main forum for debate on international affairs, and it promotes international conferences with 
outstanding  personalities from all over the world, which include annual conferences on the Mediterranean 
region (in particular, “Rome - MED Mediterranean Dialogues”, promoted in cooperation with the Italian 
Ministry of Foreign Affairs and International Cooperation); bilateral dialogue Forums with France, Germany, 
Switzerland and Russia; think tank meetings and other seminars on migration, terrorism, European economic 
governance, etc. 

In over 80 years, ISPI has built an extensive network of think tanks in Europe and across the world and since 
2014 it is the think tank representing Italy in the Think20 (T20), an advisory body of the G20. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

© 2016 ISPI 

First edition: 2016  

ISPI. Via Clerici, 5 20121, Milano www.ispionline.it  

All Rights reserved. No part of this paper may be reprinted or reproduced or utilised in any form or by any 
electronic, mechanical, or other means, now known or hereafter invented, including photocopying and 
recording, or in any information storage or retrieval system, without permission in writing from the 
publisher.  
 
 
 
The opinions expressed herein are strictly personal and do not necessarily reflect the position of ISPI 
 
This paper is available online for free on the ISPI website http://www.isponline.it 

2 

http://www.ispionline.it/


ISPI Background Paper n. 1 
 

 

 
 
ECONOMIC DEVELOPMENT AND 
SUSTAINABILITY IN AFRICA 
Riccardo Moro*  

Key messages 

• Africa as a whole grew at high rates for more than a decade, with a moderate slowdown 
in 2014 and 2015. Per capita income increased from $ 3,237 in 1992 to $ 4,622 in 20141 

• Vulnerability is reducing, but is still a major issue, especially in sub-Saharan Africa. 
The share of people living under the international poverty line in this area fell from 57% 
in 1990 to 43% in 2012, but the absolute number of poor increased from about 280 
million in 1990 to 330 million in 20122. 

• Growth has been sustained by the so-called ‘commodity supercycle’, with commodity 
prices essentially on the rise for the better part of a decade. During the last two years 
commodity prices decreased sharply, bringing many of them down to 2005-2007 levels3, 
negatively affecting the performance of African economies 

• Government revenue in sub-Saharan Africa fell from an average 23.4% of GDP in the 
first decade of the new millennium, to 17.8% in 2015.  For oil-exporting countries the 
decline was even stronger: the average for the 2004-2008 period was 25.9% of GDP, 

* Riccardo Moro, Lecturer and Researcher, Università degli Studi di Milano 
1 World Bank, World Development Indicators 2016 
2 Ibid. World Bank since the end of 2015 measures the international poverty line of $1.90 a day per person in 2011 
purchasing power parity terms (PPP). A reference can be found also in K. Beegle, L. Christiaensen, A. Dabalen and I. 
Gaddis, Poverty in a rising Africa, World Bank, Washington DC, 2016. 
3 World Bank, Global Economic Monitor (GEM) – Commodities and FAO, FAOSTAT. 
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while in 2015 revenue fell to 12.1% mainly because of the drop in oil prices4 
• After the implementation of debt relief initiatives, external debt stock for sub-Saharan 

Africa remained below $120 billion between 2000 and 2012, with economies in sustained 
growth. Debt increased during the last two years reaching $131.7 billion at the end of 
20145 

Africa’s economic development and the Sustainable Development Goals 

With the launch of the Sustainable Development Goals (SDGs), in September 2015, the world 
shared a new commitment to a future where women and men in all countries can live a decent life 
with full respect for human rights and dignity. For Africa this is a special challenge due to the large 
number of people who daily face conditions of vulnerability. 

The idea of ‘sustainable development’ that led to the SDGs originated from several contributions. 
Prominent among them was the concept of ‘human development’ articulated by the United Nations 
Development Programme (UNDP) in 1990: development is a process in which a community of 
people can choose in a free and democratic way its own future and work together to achieve it. In 
this view, development is no longer a ‘model’, nor the reaching of a status or set of pre-established 
technical and social assets; it is an original transformation process led by a country’s people, in 
which public policies are aimed at widening the space of opportunities for all individuals, expanding 
available choices and making the transformation possible.  

Africa has the world’s highest percentage of people who live in poverty and face many demanding 
socio-economic situations. The continent’s development needs a multidimensional approach. The 
economic dimension of Africa’s development options is part of this broader approach, both as a 
cause and as a result of the improvement of social conditions. Stronger economies offer an 
opportunity to provide solutions for social difficulties (e.g. growth can help finance education), but 
it can also be the result of an improved social condition (e.g. a more educated workforce raises 
productivity and can access better jobs and salaries). 

Sustainable economic development cannot be independent from the other dimensions of 
development. Wars, low intensity conflicts or terrorism, as well as corruption and weak institutions, 
jeopardize economic dynamism, whereas peace, democracy and good governance can help create 
trust, an indispensable fuel for economic activity. In line with the new SDGs and a human 
development approach, the role people play in the development process through their participation 
in social and economic life must be a crucial concern. Building a democratic society in which people 
benefit from economic opportunities and contribute to the political process, promoting the 
creation of a social fabric, is an essential factor for sound development. This approach has been a 
critical factor for the development of Italy and Europe and can be a ground for fruitful dialogue 
between Europe and Africa. 
 
 
 

4 International Monetary Fund (IMF), Regional Economic Outlook, Sub-Saharan Africa.  Dealing with Gathering Clouds, , 
Washington DC, October  2015. 
5 World Bank, World Development Indicators, op. cit. 
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Many African countries have recently gone through a sustained phase of 
economic growth, but economic conditions have weakened somewhat  
over the past couple of years 

The most evident and celebrated feature of Africa’s economies since the beginning of the new 
millennium is the strong economic growth in the whole continent. This overall good performance 
is due to several factors. During this period African countries were able to benefit from better 
governance and policies, with an improvement in the quality of public institutions. These processes 
were supported by the wide debt relief implemented in the framework of the HIPC (Heavily 
Indebted Poor Country) Initiative and by the increase in official aid improved by the Paris-Accra-
Busan process on aid effectiveness. Sustained high commodity prices were a key driver feeding the 
growth of all resource exporters (see Figure 1), with largely favourable conditions on global 
financial markets due to the abundant liquidity furthered by US and EU monetary policies. 
Furthermore, several civil conflicts ended in sub-Saharan Africa, opening the road to democratic 
frameworks and favouring the creation of a more investment-friendly environment. 

This overall trend weakened over the last two years, basically because of the evolution of two of the 
abovementioned factors. Global financial conditions are gradually becoming less favourable and 
commodity prices went down significantly. Commodities played a relevant role in sustaining 
African growth. Africa’s oil exporting countries obviously benefited from high oil prices. But prices 
were high, despite intense volatility, also for agricultural crops and non-oil mining commodities, 
supporting exporters’ incomes and governments’ revenues.   

FIGURE 1 - COMMODITY PRICES 2000-2015 
 

 

      SOURCE: WORLD BANK, GLOBAL ECONOMIC MONITOR 

Together with Latin America and Australia, Africa played a growing role as commodity provider for 
global industrial production, for example by selling its metals to China. But while many Latin 
American countries and Australia can count on the established or increasing diversification of their 
output, Africa is still strongly dependent on its mining exports.  
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Commodity price reduction has a negative impact on trade balances. In Africa as a whole, imports 
exceed exports and generate a current account deficit. But there is also an effect on the fiscal 
balance of many countries, partially illustrated by the recent increase in debt exposure.   

Meanwhile, new challenges come from developments within China, the largest single trade partner 
for sub-Saharan Africa and one of the main partners for North Africa. As Beijing reorients its 
growth from manufacturing and exports toward services and the domestic market, China’s demand 
for commodities might decline in the medium run with negative repercussions on Africa’s exports.  

Re-energizing Africa’s economic development, making it inclusive and 
sustainable 

The slow transition of China’s economy, the need for environmentally-sustainable technologies and 
the urgency to reduce the conditions of vulnerability that many Africans experience are critical 
elements for the direction of economic development in Africa in the medium run. Economic 
development, in particular, should be oriented towards involving and benefiting all the people of 
the continent, starting from the weakest groups at the bottom of the socio-economic pyramid. This 
requires investing in developing domestic and regional markets, in order to build and share welfare 
and, in coherence with the SDGs approach, to ‘leave no one behind’. 

This also means asking what economic role Africa needs to play in future. Where can Africa find a 
productive vocation that is competitive with other regions and environmentally sustainable?  This 
question is fundamental, in the perspective of the global transformations currently underway started 
by a reorienting China. Answering this question entails addressing the issues of the weak 
competitiveness of the area and the low rate of diversification of its production. African countries 
should diversify their production both for local and international markets. According to a recent 
IMF analysis, the share of manufacturing in the overall exports of sub-Saharan Africa declined 
between 1991 and 20126, making the continent ever more dependent on commodity exports. The 
added value of manufacturing in sub-Saharan Africa is 11% of GDP, rather below other regions’ 
levels, while in North Africa it goes from 14.4% of GDP in Egypt, to 16.7% in Tunisia and 18.2% 
in Morocco7. 

A transformation of the productive profile of Africa also has to look at internal trade relations. The 
low level of manufacturing and services production implies that African countries trade little with 
other African countries, limiting themselves to the role of commodity sellers to the producers of 
other continents. Several other tariff and non-tariff barriers contribute to limiting intra-African 
trade, such as costly procedures, complex requirements for immigration, lack of standardization for 
products’ technical requirements8, etc.  In fact, intra-African trade has the potential to be an 
effective driver of progress, as it has been in other regions like Latin America, but is so far under-
developed. 

Social inclusion and sustainability issues are key to the continent’s future. According to UN 
demographic projections, Africa is poised to reach 1.7 billion people by 2030. A potentially 

6 Ibid. 
7 World Bank, World Development Indicators, op. cit. 
8 P. Bennon and I. Gozde, Defragmenting Africa. Deepening Regional Trade Integration in Good and Services, Washington DC, 
World Bank, 2012. 

6 

                                                           



powerful ‘demographic dividend’ might not be far away9 (i.e. a large increase in the share of 
working-age people relative to those dependent upon them). This might support further economic 
growth as well as public social expenditure, but might also turn into a serious source of new social, 
political and economic tensions if large numbers of Africans remain unemployed. 

Social inclusion and sustainability require taking up the challenge of full employment for a growing 
population, starting from investments in education and training. Africa has the lowest literacy rate 
in the world and needs to strengthen its school and university system to give young people more 
opportunity to be proactive protagonists in building Africa’s future.    

FIGURE 2 - ADULT LITERACY RATES 1995-2012 

 
SOURCE: WORLD BANK, EDSTAT EDUCATION STATISTICS 

Efforts in the field of education must also be primarily oriented towards reducing inequality, and in 
particular gender inequality, which in many areas still represents a major obstacle for the 
achievement of effective social inclusion. In sub-Saharan Africa, for example, the literacy gap 
between women and men is quite wide. Figure 3 shows the male adult ratio. For every country a 
small square marks the ratio of female to male. Only in a few countries in southern Africa is there 
real parity among women and men. In the rest of the region the difference is still strong.  
 
 
 
 
 
 
 
 

9 D. Canning, R. Sangeeta and S.Y. Abdo (Eds.), Africa’s Demographic Transition: Dividend or Disaster?, Africa Development 
Forum series, Washington DC, World Bank, 2015. 
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FIGURE 3 - MALE ADULT LITERACY RATE AND RATIO FEMALE TO MALE  
 

 
SOURCE: WORLD BANK, EDSTAT EDUCATION STATISTICS 

Some crucial priorities 

Agriculture is a key factor in combining jobs, the right to food, ownership and 
sustainability 

Agriculture plays a crucial role in Africa for several reasons. It is a labour intensive sector that 
employs the majority of the continent’s working population, including many undeclared workers. 
Its importance is also obviously linked to nutrition. The share of undernourished people in Africa 
decreased from 27.3% in 1992 to 19.8% in 2015, but their number rose from 182 to 226 million10. 
The persistence of hunger and malnutrition demand creation of the conditions for easy and 
permanent access to quality food for all the population. This entails developing integrated local 
food production systems able to adequately feed local markets all over the continent.  

The weakness of food markets in Africa is occasionally due to insufficient production, but more 
frequently to inadequate distribution. Production is not always well connected to needs. Lack of 
transport infrastructures and at times also a lack of physical spaces for trade, combined with 
imbalances in the relative power of the actors involved, implies that food, particularly in situations 
of reduced output due to poor weather conditions, fails to reach consumers in an efficient way. 
Traders with oligopolistic positions can alter local and even regional prices to the detriment of 
small-scale farmers and consumers.  

One of the main challenges that African agriculture faces is that of productivity increases. 
Following the road indicated by Olivier De Schutter, the UN’s Special Rapporteur on Food 
Security, agro-ecology – or the development and management of sustainable agriculture based on 
the integration with the broader ecological context and the latter’s specific social and natural assets 

10 Food and Agriculture Organization of the United Nations (FAO), FAOSTAT, online database http://faostat3.fao.org. 
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– can be a helpful approach to increasing food production to sustainably feed the continent’s fast-
growing population.  

A specific opportunity is the qualification of African produce on domestic, regional and 
international markets. African countries lack a system of certification to guarantee origin, quality 
and respect for technical requirements. Such instruments create the conditions to sell at better 
price, benefitting the entire value chain.  

In Africa, more than in other world regions, there is pressure toward land concentration, a trend 
often led by multinationals that look for economies of scale in agricultural production, through the 
introduction of mechanization combined with intense use of fertilizers. The process can degenerate 
into so-called ‘land grabbing’, producing adverse effects in terms of social development and social 
fabric. To help governments and carefully oversee the issue of property rights, in 2012 the Food 
and Agriculture Organization (FAO) published Voluntary Guidelines on the Responsible Governance of 
Tenure of Land, Fisheries and Forests in the Context of National Food Security. The document makes a 
useful contribution to governmental management of natural and productive resources balancing 
economic, social and environmental needs. The issue of property is also important in urban 
contexts, where lack of regulation can weaken the title deeds of poor citizens, particularly in slums.  

Inclusive development also requires broadening stakeholder involvement. Promoting farmers’ 
associations, for example, can be particularly important in enabling them to share ownership of the 
transformation processes underway. Ownership usually furthers sustainability in the medium and 
long run and association membership can feed the social fabric on which development processes 
can be built. Farmers’ associations can play a significant role in cooperating in identifying the 
quality, location and size of infrastructures. They can be fundamental for farming training and for 
sharing innovative technologies. They help implement online communication systems, as has 
already been seen in several countries, to inform the more isolated farmers about market conditions 
and prices, making the market more efficient. Organized farmers can play a leading role in the 
agricultural market and within national and regional communities, furthering social inclusion by 
working for sustainability in the framework of food sovereignty.  

Building sustainable infrastructures is essential for Africa’s development 

Strengthening infrastructures is key to addressing a multiplicity of issues. For the agriculture and 
food industry, improving transport infrastructures and physical spaces for markets and the storage 
of perishable and non-perishable food is fundamental.  

Water management is another priority, extremely important not only for agriculture but for human 
life. Improvements in water supply and sanitation can reduce the needs and expenditure for 
healthcare and, providing sanitary facilities makes it easier for girls to attend school. 

A well-known continent-wide need is to improve and expand power infrastructure. While North 
Africa has gradually reached a higher level of access to electricity, the situation in sub-Saharan Africa 
is still difficult. Accessible energy is the condition for enabling many public facilities (those for health 
services, for example) to function, as well as for the expansion of the manufacturing sector. 

Planning and achieving infrastructure development is the area in which international scientific 
cooperation can pinpoint innovative technology that combines environmental sustainability with 
technical performance. Great priority has to be given to participatory processes in identifying what 
is needed, to facilitate local ownerships and good care and use of the plants.  
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FIGURE 4 - ELECTRIFICATION RATE (% OF POPULATION) 

 

SOURCE: WORLD BANK, AFRICA INFRASTRUCTURE: ELECTRICITY 

Developing financial systems and access to credit is a pre-requisite to fuel 
economic development, promote social inclusion and reduce inequality  

Financial systems play a strategic role for development. They stimulate the economy by facilitating 
trade, improve familiar and social security by collecting household savings, provide liquidity to 
promote medium and long term investments. African financial systems, however, do not fully play 
their potential role yet. Except for the more developed systems of North African states and South 
Africa, financial systems on the continent are generally bank-centric, small in size, poorly 
represented in rural areas and with a prevalence of short-term activities. These features make bank 
activity rather rentable in Africa, but unable to fulfil their developmental role and support the 
opportunities represented by African economies and societies. Today in Africa banks only reach a 
minority of the households and access to credit is limited and expensive. Africa has the lowest 
percentage of firms with credit lines in the world (22.7%, while the world average is 35.2%)11. The 
amount of collateral needed for a loan in Africa is 214% of the loaned amount, while in OECD 
(Organisation for Economic Co-operation and Development) countries the average is 148%. 

Africa’s financial systems must be developed to work and ‘serve’ the economy in a longer 
perspective, strengthening the bank sector and specialised institutions such as stock markets, 
insurances and long run lending institutions. At the same time, the banking systems’ capacity to 
reach African households and informal economic actors must be expanded. This requires widening 
the activities of microfinance institutions and promoting adequate links between them and the 
banking sector. Ensuring that all African households can access financial systems means giving 
them an opportunity to secure their savings, improving their capacity for planning their spending, 
filling the gap between formal and informal economy, and ultimately promoting social and 
economic inclusion. Moreover, strengthening microfinance institutions helps mobilising the hidden 

11 These data and the following are taken from the dataset of Enterprise Survey, an initiative led by World Bank to monitor 
private sector, http://www.enterprisesurveys.org/data/exploretopics/finance. 

10 

                                                           



liquidity of many African households and transforming it in new fuel for investments at local and 
national level. Finally, there is a need for improving financial regulation, ranging from stock and 
bond markets to microfinance organizations or mobile banking institutions. Rules and legislation 
are also important when tradition sets rules that could slow down the process of social inclusion 
and the reduction of inequalities, in particular in relation to the restrictions on women opening 
bank accounts or owning or inheriting assets. 

Strengthening African states and their capacity for social and  
economic inclusion requires building up domestic revenue mobilization 

Strengthening African states and administrations requires raising the average levels of revenue 
mobilization as well as restructuring the sector. Revenue mobilization in Africa is still low, due to 
the size of the informal economy and to the generally low level of income. The difficulty in 
registering businesses implies that governments mainly raise their revenue from sales taxes, like 
VAT, which are easier to implement but carry a strong risk of regressive effects.  

To promote redistribution, and consequently social and economic inclusion, it is important to 
introduce progressive taxation. This can be done by differentiating VAT rates or, more 
appropriately, via direct income tax. For that is important to continue with tax education campaigns 
and with improving domestic processes of citizen registration to have a solid civil register and fiscal 
basis. A citizen has rights and duties. An informed taxpayer is a stakeholder in developing the 
community. In addition, improving efforts to reduce tax loopholes and, with international 
cooperation, protecting domestic revenue from fraud via tax havens that impoverish revenue 
mobilization is definitively important. 

Regional organizations play a valuable role in promoting development and 
protecting democracy 

Africa is a huge continent comprising fifty-four states. Many of its economies have a very small 
size. Over the past fifteen years, the continent succeeded in establishing a new African Union (AU), 
an overarching regional organisation fundamental to bringing together its many different areas from 
a political and partly also an economic point of view. The AU plays a significant role in addressing 
armed conflicts and the challenges that military coups d’état still occasionally bring to the 
continent’s emerging democracies.  

Africa’s economic and political integration process is based on many sub-regional organizations 
that have been formed over the years to manage and facilitate economic relations among African 
countries. Sub-regional bodies have the important responsibility of coordinating a very diverse 
group of African states and communities. These organizations are also tasked with incrementing 
regional trade and create larger, better functioning and more attractive markets. At a time when 
political stability is undermined by terrorism in certain areas and other types of conflict increase 
instability elsewhere, the role of this system of sub-regional institutions is particularly important to 
promote the dialogues and build the political unity that tackling these challenges demands. On the 
whole, however, the region remains quite fragmented, with many countries having overlapping 
loyalties to distinct sub-regional bodies (see Figure 5). Overcoming the continent’s fragmentation 
will likely deliver economic and political benefits for African countries and citizens.  
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FIGURE 5 – THE WEB OF AFRICAN REGIONAL INSTITUTIONS 

Policy options and prospects 

• Africa needs a vision of what its future role in the global economy will be. This has important 
implications for diversification strategies and the specific actions governments implement to 
reorient business towards new sustainable manufacturing and services production.   

• The future of agriculture in Africa depends on the ability to create a sustainable green 
revolution, connecting environmental and climate change concerns with social needs, balancing 
the roles played by big corporations and small-scale farmers, combining sustainable 
technologies, cultures and traditions. There is significant room for research and innovation as 
well as for partnerships with scientific institutions in Italy and the EU. 

• Intra-African trade has to be promoted – reducing barriers and bureaucracy, harmonizing 
requirements and procedures – to improve and strengthen local and regional value chains. 
Infrastructural investments are needed to create the conditions for easier transport and logistics. 

• The Mediterranean region can be the locus of innovative economic partnerships in productive 
sectors such as fishing and agriculture, citrus fruits, olive oil and other typical products of the 
area. The model of Italian production districts – some examples already exist for fishing – can be 
a reference for combining specialized skills in a shared perspective reducing an excess of 
competition and sharing know-how, marketing and trading opportunities. Italy has considerable 
experience in creating systems of certification to guarantee the origin and the quality of 
agricultural products to promote and qualify them on international markets. These kinds of 
systems can ensure not only quality, and technical requirements but also ethical, social and 
environmental standards.  
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• Governments have a proactive role to play in stimulating development and fighting inequality. 
Fiscal instruments for redistribution have to be used, such as progressive taxation and targeted 
public spending. Strengthening revenue mobilization is an important commitment to make 
national communities less dependent on mining concessions or international aid. A proactive 
role must also be played in regulating important aspects of economic and social life such as 
property deeds, access to finance and inheritances. Italy has one of the largest amounts of 
cooperative banks created by small-scale entrepreneurs and their associations, and innovative 
experience in microfinance. Historically these institutions played a decisive role in the 
modernization of Italy. Alliances can be developed between African and Italian financial 
institutions devoted to addressing the gap between informal and formal financial markets.  

• Global geopolitical and economic developments are generating new constraints and a likely 
decline in the aid budgets of many international and emerging donors. In the search for a more 
efficient use of scarce resources, the possible use of cash transfers via the new mobile 
technologies has been advocated and experimented as a strategy to deliver part of development 
aid directly to the poor, cutting administrative, logistic and corruption costs12. The pros and 
cons of similar approaches should be evaluated.  

Key questions for discussion 

• What are the main implications of the new Agenda 2030 and its Sustainable Development Goals 
for Africa’s development? How can inclusive and participatory political processes be promoted – 
at a local, national and regional level – to identify national agendas for making progress towards 
the SDG? How do the new SDGs affect Italy-Africa and EU-Africa relations? 

• How can growth in Africa be made more inclusive? What are the best examples of successful 
inclusion of weak socio-economic groups in a country’s development progress? To what extent 
can they be replicated across the continent?  

• Agriculture is key to Africa’s development. Are agro-ecology and big companies alternative 
options? Can a sustainable green revolution be achieved by combining scientific knowledge, 
technology and culture? What role can states play to facilitate international alliances between 
producers, research institutions and civil society? 

• Agricultural modernisation is crucial to Africa, but so is economic diversification. What must 
be the role of manufacturing and services in the continent’s new development strategies? 
Which sectors can Africa promote to diversify its mining and metal exports? And, as China is 
reorienting its economy and the growth rate of its manufacturing industry slows down, what 
will the impact be for Africa? 

• How should infra-African trade be promoted?  How can national and regional institutions help 
strengthen Africa’s position in international trade and share opportunities with weaker states? 
What role can Italy and the EU play in supporting the expansion of intra-African trade? 

• What should be done to fight financial inequality, for example in access to credit? How should 
states try to strengthen revenue mobilization? What role must redistribution have? How should 
governments regulate financial markets to reach all formal and informal actors to promote 
investments and social inclusion? 

12 N. Woods, Unsustainable development goals?, Project Syndicate, 14 April 2016. 
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