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I ntroduction

The surge in the rates of economic growth throughba African continent has
revived the hope that it may finally be emergingnirits long period of stagnation.
Over the last seven years, Africa has consistenttgerformed the world economy in
terms of growth rates: the average rate of growtifrica has been 4.7 per cent a
year, which is 1.7 percentage points higher thast tf the world economy.
Commodity trade has been the main driver of Afsaaonomic recovery: there have
been commodity price hikes on the back of robusba@l demand. However, greater
macroeconomic stability, debt relief and, in recesars, higher aid flows have also
played a role.

Although Africa’s growth rate has been relativelgt it has not been high enough
and sustained over a long enough period to helgahénent reach its development
goals. For example, to reach the most prominenthefMillennium Development
Goals, namely halving poverty by 2015, it has besiimated that African economies
need to grow by 7-8 per cent a year, on averagealdout ten years. The limited
effect of growth on Africa’s poverty is due to tfeet that key commodities such as
oil and minerals are produced in capital-intensindistries with weak linkages to the
rest of the economy. As a result, growth generegeyg few local jobs. In fact, some
have termed the current growth experience “jobigesth”. The question, therefore,
is what African countries and the international commity should do to ensure that
the type of growth Africa pursues is not only hayhd sustainable beyond the current
commodity boom but also creates jobs and thus helgace the continent’s high
level of poverty.

Trade and development encompass a broad rangsuesisn a continent that presents
the greatest development challenge of the twensy-ientury. This concept paper
highlights five of these issues, which, accordingtevious and ongoing research by
UNCTAD, have emerged as the crux of Africa’s ecoimodevelopment in general
and trade in particular.

A. I nvestment

Discussions on investment in Africa have often gaxlion foreign direct investment,
although it has been acknowledged that FDI lag&erathan leads domestic
investment. Hence for a self-sustaining and dynamvestment process the two types
of investment must be seen as complementary. 2efipet low levels of domestic

investment, Africa has witnessed a rapid increas@ward FDI within the last four

years, reaching a peak of about $40 billion in 2a@6wever, the region’s share of
global FDI flows remains at about 3 per cent, beitavshare in the 1970s. These
flows are very much concentrated in a few countaerd a few sectors: more than



three-quarters of total FDI flow into the extraetigectors (mining and petroleum
extraction). While there are signs of increasingestment in services, in particular in
infrastructural services, the share of FDI in thenorfacturing sector is on the decline,
mainly as a result of the end of the Multi-Fibreargement.

Issues

 What policy measures are necessary for improving émvironment for
domestic investment? Are these different from timesessary for attracting
FDI? How can Africa diversify investment into tleevsces and manufacturing
sectors?

* How can Africa maximize its benefits from FDI, srgcular in the extractive
industries? That is, how can it ensure win-win outes in terms of higher
incomes, job creation, forward-backward linkagesthie domestic economy,
transfer of technology (or technological upgradinggansfer of skills and
know-how, and other positive spillovers?

* How can FDI be used to enhance Africa’s posititegnation into the global
trading system?

B. Official development assistance

Official development assistance remains a majorcgoof financing for a range of
developmental and poverty-reduction policy prograamn many low-income
African countries. Despite recent increases, howdwéal aid flows in 2006 dropped
by 5 per cent relative to 2005. Flows in 2006 reprnéed only 0.3 per cent of DAC
members’ combined gross national income — far belosvlevel required to fully
attain the Millennium Development Goals by 2015lyCive countries have met or
exceeded the United Nations target of devotingp@f7cent of their GNI to official
development assistance, and the challenge of ngetEnG8 Gleneagles commitment
to double aid to Africa by 2010 and reducing th&tility of aid persists.

Issues

* Does the Paris Declaration on Aid Effectiveness ragsl all the issues
involved in enhancing the development effectiven€s3DA? What actions
can the international development community takestiuce the proportion of
aid (e.qg. tied aid) which does not address thergres of recipients?

e How can the demands made by donors on weak andburdened
bureaucracies in Africa be reduced? Do we need a maultilateral
organization to channel aid?

* Is there a need for a permanent forum of recip@mintries and donors to
discuss these common issues?

* What role can new donors play in supporting Afrecdevelopment efforts?

C. Trade

Africa’s share of global exports declined from ab6yer cent in 1980 to about 2.7
per cent in 2006. For trade to be a driver of eann@rowth and development, action
is required on two fronts: the international comityirshould facilitate a more



beneficial integration of the continent into thelgl trading system; and Africa, for
its part, should strive to increase its share obgl trade, particularly in new and
dynamic sectors. Preferential market access schehoesgd aim to guarantee genuine
market access, especially for least developed desntby eliminating non-tariff
barriers and addressing sanitary and phytosangtgydards, technical barriers to
trade and contingency trade protection measuregs Wil require a successful
conclusion to multilateral trade negotiations. Megful market-access offers during
the third round of negotiations on the Global Systef Trade Preferences would
enhance South—-South trade flows.

At the regional level, strengthening the regior@remic communities could create
new markets for domestic producers, even in natittoal products and services. A
proactive regional integration policy must be baseda mechanism that promotes
industrialization and technological upgrading witlhe objective of raising
competitiveness and participation in global progucthains.

Issues

 What are the costs and benefits of non-reciprocatket access for poor
African countries? What would be the costs and tisnef the economic
partnership agreements under the current proposalthe table?

* What guarantee is there that resources for aidtfade will be additional to
resources allocated to existing technical coopemtiprogrammes? How
different is aid-for-trade from existing technia@aoperation arrangements?

* How can the Doha Round maximize the benefits amihmzie the costs of
external integration for African countries? How c#me impact of non-tariff
barriers and contingency trade protection measurasAfrican countries be
mitigated?

D. Commodities

The commodity sector is the mainstay of most Africuntries, especially least
developed countries. Unfortunately, commodity mieee highly volatile. Improving

African countries’ development prospects is cordgimgupon the existence of a
supportive international environment and their igbtio diversify into higher value-

added products by moving up the production-proogssiarketing value chain in

both traditional and new product lines.

Issues
* How can the commodity windfall be used to achiersstasnable development?
* What measures can further strengthen the partimpadf African countries in
South—South trade in commodities?
* What international commodity initiatives can be isaged to assist African
commodity producers?



E. Migration

International migration from Africa to other reggnn particular to the developed
countries, has increased strongly since the e&904. Migration has both positive
and negative consequences for African countriesth@rmpositive side, remittances, if
channelled to productive investment, can contriboteng-term growth; while on the
negative side, brain drain can have dire conse@sefar long-term development
prospects. If properly managed by home and hosttop@Governments, the negative
effects of international migration could be miniedzand its benefits maximized for
both groups of countries.

Issues

 How can both the home and host countries of migrdletgal and illegal)
manage migratory flows in a more sustainable anchéie manner?

* What policies can host countries adopt to reduee dbsts of brain drain in
Africa?

* How can commitments on the temporary movementtafaigersons (under
Mode 4 of the General Agreement on Trade in SeSWGATS)) contribute to
brain gain, brain circulation and knowledge diffasiin Africa?

* What measures can African countries and host cas@dopt to maximize
the development impact of remittances?

F. Action and directions

The process of globalization has come under ingrgascrutiny in recent years
because of growing inequalities between the ricd poor countries and within
countries. Questions have been raised about thigyaifi unfettered globalization to
deliver millions of people, in countries such assth in Africa, from poverty, as was
initially hoped for. The difficulties Africa is exgiencing in taking advantage of
globalization have been attributed in some quarter&xternally imposed policy
reforms, which have damaged nascent industrialosedh several countries and
resulted in economic stagnation. There is an emgrgonsensus that these countries
need to design a development strategy that respgontieir development challenges,
and to implement this strategy within the framewofla “developmental state”. The
strategy would be complemented by a policy of soltg on the part of the
international community to help Africa take advaygaof the opportunities provided
by globalization.

Issues
* Is the “developmental state” the way forward foriéa?
* What would be the “building blocks” for a new deyg@inent paradigm?
* How can Africa address the technological constmihfaces?
* How can a realistic and effective partnership betwéfrica and its
development partners be brought about?
* What role can UNCTAD play?



